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Mr. Fouron. Thank you, Mr. Cunningham. Your statement refers
to the OEP finding that the ferroalloys industry is essential to our
national security. Is this still true?

Mr. Cun~NineHaM. It is still true. They answered it and recognized
us as being a part of the mobilization base in 1964, but thought we
were not harmed enough for them to take action, and it was denied
after a year of waiting. Now we have filed again. We are a lot worse
off than we were then. ‘

Mr. Forron. Could you spell out what your industry has done in the
past wars for the benefit of the record ?

Mr. Cun~NineaAM. In the Second World War the first priority was
the building of ferroalloy plants because ferroalloys come before steel.
It is a base part of steel and I know in the case of our company two
plants were built, one by the Defense Plant Administration, and one
by our own company. The ferroalloys industry was expanded about 50
percent at that time in order to carry on the Second World War.

The Korean war came along and I think about 25-percent expansion
took place in the ferroalloy industry, mostly by industry itself, in
some cases by Defense Plant or by writeoffs of tax credits.

During the Vietnam war we haven’t had that problem because again
so much of the business has been taken by imported ferroalloys.

Mr. Forron. Could you possibly predict what your role will be in
possible future emergencies ? ‘

Mr. ConnineHaM. Well, as long as steel is required and as long as
aluminum castings are required and as long as stainless steel and the
specialties are required, ferroalloys have to be available or these prod-
ucts could not be made. ‘

Mr. Forron. Your statement refers, Mr. Cunningham, to the in-
creased imports of various ferroalloys during the past few years. Do
you foresee a continuing increase in these imports, and if so, why ?

Mr. ConNiNneaAM. Yes. Well, the main reason is that their labor
rates are about one-sixth of ours and they can continue to ship in here
with little or no tariff. The tariffs will be virtually removed through
the Kennedy round. Even before now, there was very little tariff
protection. “

What there was is being removed, already 20 percent, and in the next
4 years it will be almost completely eliminated, and they have a won-
derful market here and they are taking advantage of it.

Mr. Forron. Do you possibly foresee a continuing increase in these
imports?

Mr. ConniNeHAM. I think so. The profitability of the domestic in-
dustry is falling off rapidly, particularly the manganese alloys, which
is a s1zable part of our industry; we have taken a survey of our group
and the net for 1967 was a loss, so this is pretty good evidence of where
we stand.

We can’t build furnaces on a loss.

Mr. Forron. I just wonder what steps your industry has taken to
reduce costs in order to compete with imports.

Mr. ConnineHAM. Our company built the largest ferroalloy furnace
in the world and turned it on here about a year ago. The industry has
recently built big furnaces, the most modern that are known. We still
have to pay $4.60 an hour for labor as opposed to the same furnace
maybe in Norway or in Japan at 60 or 80 cents an hour.
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Mr. Forurox. Mr. Cunningham, one last question. Your statement
also mentions the decline in profits in your industry. Is this true in all
segments of your industry ¢

Mr. Cux~ineHaM. Yes. We represent the major ferroalloy pro-
ducers and this is based on a survey that we have taken going back over
a period of years. My company, Ohio Ferro-Alloys, is involved in sili-
con manganese and chromium—and this is all we produce—it affects
us in all categories of our operations.

Mr. Forron. Do you consider it a short-term trend, or do you think
it is something that will continue?

Mr. Cox~ineHAM. Noj it started in the late 1950’s and has con-
tinued, and it is continuing at a more rapid rate now in the last 2 years
than before.

Mr. Fourox. Thank you, Mr. Cunningham. Mr. Curtis.

Mli: ﬁt@mns. Has your industry taken a position on the administra-
tion bill?

Mr. Con~ineaam. We have read it but our position would be that
it wouldn’t be of any help to us because we cannot export and:

Mr. Curris. I appreciate that but I am referring to the machinery
more than anything else. Have you taken a position on extending the
present machinery we have for handling international trade? That is
one of the aspects of the administration bill.

Mr. Coux~ixeHAM. In our industry it is a one-way street. The im-
ports are coming in and we can do nothing about them.

Mr. Cortis. Well, you just haven’t taken a position on the bill. T
guess that is what the facts are.

Mr. Con~ineradm. That is right, as a group, no.

Mr. Curris. What about the Kennedy round? In answer to ques-
tions here you indicated that it had possibly adversely affected you.
Have you taken a position in respect to how the Kennedy round has
affected you?

Mr. Cuv~iveHadM. It has adversely affected us.

Mr. Courris. To what degree?

Mr. Cux~xineuam. Because it reduced what tariffs we have.

Mr. Curris. To what degree? Seriously ?

Mr. ConnineaAM. In one case we had a 4-cent tariff on silicon metal
that sells for around 16 cents and that has already been reduced now
by 20 percent to 3.6 cents. In a matter of 5 years there will be no tariff
on silicon metal.

Mzr. Curtis. Has your industry taken an overall reading of the im-
pact of the Kennedy round ? You mention one item but I am interested
in the whole package.

Mr. CuxvineaaM. Some of the other items had so small a tariff
on them that it didn’t have much effect.

Mr. Curtis. I appreciate that and as each industry comes before
us I am anxious to find out what impact they think the Kennedy round
will have on it. One of the first questions to be answered is whether or
not the industry has made a study of the overall picture. If you would
supply a memorandum for the record rather than trying to answer it
at this time. T would appreciate it.

Mr. Coxxinemaant. I shall do that. (See p.2191.)

Mr. Curtis. Do you think that the machinery we have for establish-
ing a national security finding is satisfactory, or do you think that
we ought to possibly change that machinery? You say that you were




2189

turned down by the OEP. Do you feel that you were granted full,
comprehensive hearings or do you think there is something in error
in the legislation or the machinery as we have it ? ’

Mr. ConNineam. We filed and were turned down. We filed the
second time. I have no indication of what is going to happen.

Mr. Curtis. Congress is essentially in the business of trying to estab-
lish the machinery, the structure, to evaluate the problems of your
industry as a necessary part of our mobilization base. The question
is what is the impact of imports on that base?

We established what I thought was fairly good machinery to make
these findings. Sometimes there are going to be differences of opinion
on the facts but maybe we need to do something with the machinery.

Mr. ConNineaaM. We think it is inadequate. I think you asked the
steel industry thismorning whether they filed with OEP.

Mr. Curris. Yes.

Mr. ConNineaaM. In our case we did earlier, in 1963, and we spent
a lot of time. We waited a year and finally got a decision and the
decision was against us. We have just recently spent a lot more time
and Mr. Symington prepared a brief bringing our situation up to
date. We filed this on May 24 with Gov. Price Daniels. What is going
to happen to that we don’t know but in the meantime we know this:
That the security of this country we believe is being endangered.

Mr. Curtis. 1 am sure you believe it, but hopefully these people
at OEP are concerned the same way you are. Maybe I can draw the
point out this way. ‘

You use the courts for a number of reasons for determining differ-
ences of opinion. Just because the court rules against you doesn’t mean
that the structure of the court is wrong, but it can be.

The machinery itself can be inadequate and I am seeking to learn
whether or not our machinery is inadequate or perhaps our guidelines
and criteria of how we determine what is national security are inade-
quate. Just because you have lost the case doesn’t mean to me neces-
sarily that the case wasn’t heard fairly. The decision, weighing every-
thing, was that national security wasn’t involved. On the other hand,
maybe it was and the problem is that we just aren’t set up to evaluate
national security adequately.

Mr. CoxNineram. We asked for import quotas in this application
and I think this is handled by the executive branch of the Government.
‘Whether we are going to get quotas through this avenue or not or
whether we are going to get some kind of protection—maybe that isn’t
the word, but some kind of relief or implementation that will

Mr. Curtis. Yes; but you are appealing to this committee and the

Congress saying that there is national defense involved and you
present data here in a very proper way.
_ Congress is the one that created the OEP. Well, I have explored this
issue, 1 guess, about as far as I can. You are asking for quotas directly
but one of the bases for asking for quotas is the same basis on which
we gave the power to OEP to grant them. So in one sense, and this is
:a proper sense, we sould be looking over the shoulder of OEP to see
how it has rendered its decisions to see whether our guidelines are
right. Your testimony on this point would be very helpful.

I wish you would state if you think that the Congress did not set
up this machinery correctly, just as I said to the steel people this
morning, or whether the fault lies in administration. Writing addi-
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tional laws, which again will put power in the hands of bureaucrats.
is no answer. I mean that kindly—these are good people, mostly civil
servants—but there is no reason to believe that we can write laws that
will solve problems if they are not carried out the way we intended.
Laws written well, but not being administered well don’t call for new
laws. (See p.2191.)

Mr. ConNineEAaM. I think that your committee could help us with
what we have already done when we filed. At least we are one jump,
maybe, ahead of some of the other industries. We have already filed a
second time. If your committee can do something in this regard—and
we have all the data in here, I think, or it can be worked up—this
would be appreciated.

Mr. Currrs. Of course it is very helpful. One other question. You
have been asking for quotas. Do you regard this as a temporary device,
or would you expect from now on to operate under a quota basis?

Mr. Con~iNerad. I would have to answer it pretty much the way
the steel people answered this morning—temporarily, if some arrange-
ment can be worked out where world producers of ferroalloys all
compete on an equal basis. If there is going to be allowance for wage
differentials in various countries taken into consideration or the stand-
ard of living is the same in Japan as it is in the United States, then
I think we can compete with them anywhere. ’

Mr. Curris. You feel that your basic problem in competition is
wage rates?

Mr. CunyingmadM. Yes; it is a major part. On some of these alloys,
the origin or the virgin ore, such as manganese ore, may lay in India,
and they build a plant on that mine site. Naturally they have an ad-
vantage over us, where we have to bring the ore here to convert it.

On the other hand, I think the major problem is the differential in
wage rates that is hurting the industry.

Mr. Currrs. Are there any unfair trade practices that you have been
able to identify or suspect such as Government subsidies? (See p.
2192.)

Mr. CunnNixeaAM. I just happen to have one from the London
Metal Bulletin. It is an article on May 17, 1968. It says:

Subsidy for Indian ferromanganese. The Indian Government has decided to
grant a cash subsidy of 150 rupees per metric ton to producers exporting standard
high carbon ferromanganese. The need for the subsidy, which works at about
20 percent ad valorem at current prices, has arisen as a result of the low prices
in export markets. Minerals and Metal Trading Corporation is the sole exporting
agency.

What they are saying is that the market price here in the United
States, the import market price, is too low so they are going to help
out their producers by 20 percent to meet it.

Mzr. Curris. It is possible that this would give rise to the application
of countervailing duties.

Mr. Coxxixeray. We understand that and we are investigating
this, This happened—at least they advertise this—in India, but it is
a minor producer from the standpoint of imports to the United States.

Mr. Curtis. But again here the machinery exists and I am anxious
to examine it to see whether the machinery is adequate, or whether
there has been a failure to administer the machinery, or whether we
might be of assistance through amending our laws.

Anything you would care to supply further along these lines for
the record I would appreciate.
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Thank you, Mr. Chairman. ‘

The CraRMAN. Any further questions?

If not, Mr. Cunningham, we appreciate your coming to the
committee.

Mr. Conningaaym. Thank you.

(The following letter was received by the committee:)

COMMITTEE OF PRODUCERS OF FERROALLOYS AND RELATED PRODUCTS,
Washington, D.C., July 12, 1968.
Hon. WILBUR MILLS,
Chairman, House Ways and Means Committee,
Washington, D.C.

Dear MR. CHAIRMAN: This is in response to several questions addressed by
Mr. Curtis to Mr. Cunningham when the latter testified before your Committee
(I))n June 18th on behalf of the Committee of Producers of Ferroalloys and Related

roducts. ;

(1) Mr. Curtis’s first question had to do with the anticipated impact of the
Kennedy Round upon the ferroalloys industry.

The Kennedy Round imposed further duty reductions for most ferroalloys
products, but in assessing its impact one must bear in mind also the already sub-
stantial reductions in duties for these products which were made in the several
negotiations prior to the Kennedy Round. (See Table 1, attached, showing for
each product the successive reductions from the 1930 duty levels). These earlier
duty reductions had substantial adverse effects upon the domestic industry, par-
ticularly in terms of lower and lower domestic selling prices as the duties kept
going down. (See examples in Tables 2a and 2b, attached.)

As a result, when the Kennedy Round negotiations were announced, the duties
applicable to most segments of the ferroalloys industry were already so low that
they were largely ineffectual as a factor in controlling imports of these products.
Nevertheless, in 1964, as part of the hearings preceding the Kennedy Round, the
industry as a whole, and many of its individual producers, submitted oral and
written statements to the Tariff Commission to show why further duty reduc-
tions would serve only to accentuate the injury already suffered by the domestic
industry on account of imports. As is evident from Table 1, these statements
were apparently ignored by our negotiators, and the already low duties were cut
even further as a result of the Kennedy Round.

The domestic ferroalloy producers feel that the Kennedy Round will probably
stimulate foreign producers of most of the products involved to intensify their
efforts in the American market, with imports continuing to increase. In all
probability, too, the sales prices of the foreign-produced products will be reduced
proportionately with the reductions in duty, just as happened following the
earlier duty reductions. (See Tables 2a and 2b.) On the other hand, it should be
noted that there are virtually no exports of U.S.-produced ferroalloy products,
and no reasonable likelihood that the industry will derive any benefit from the
Kennedy Round in that respect. |

In sum, the result of the Kennedy Round will be a further undermining of
the viability of the domestic industry. As indicated in Mr. Cunningham’s testi-
mony, our Committee recently filed an application with the Office of Emergency
Planning under Section 232 of the Trade Expansion Act seeking the Govern-
ment’s help in maintaining the viability of this industry for national security
purposes. It is the Committee’s strong hope that you, Mr. Curtis, and other
members of your Committee will deem it appropriate to advise the OEP of your
interest in our problem.

(2) Secondly, Mr. Curtis asked whether the machinery established by the
Congress in Section 232 of the Trade Expansion Act is adequate to protect the
national security in the case of domestic industries which are threatened by
increasing imports.

As you may know, the domestic ferroalloy industry unsuccessfully sought
relief under Section 232 in 1963-64. The industry felt that the facts and figures
developed in that earlier investigation warranted favorable action by OEP under
the language of Section 232—particularly since OEP acknowledged that this
industry was an essential part of our country’s mobilization base. As it hap-
pened, however, conditions improved somewhat about that time, and the industry
was able to modernize its facilities and maintain its position in the U.S. market
for a relatively brief period. Shortly thereafter, however, the situation began
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to deteriorate seriously once more, and the current application was filed with
the OEP in Msy of this year.

In filing this OEP application, our Committee assumed the adequacy of the
mechanism established by the Congress, and the language of Section 232 itself,
to provide relief from imports in cases where the national security is threat-
ened—even though the industry was and is fully aware that, in the past, the
Executive Branch has felt free on many occasions to depart from the apparent
Congressional intent by reason of the administrative discretion written into that
section. If the OEP should deny the current application, the domestic producers
would undoubtedly feel that this would represent a misapplication or misinter-
Is)retation of the authority delegated to the President and the OEP under that

ection.

Indeed, as suggested in Mr. Curtis’s questions to Mr. Cunningham, the Sec-
tion 232 language and machinery alone are no assurance that the Section will be
properly administered. It was for this reason that, because of the seriousness
of the plight in which the industry finds itself and the forecasts of continuing
increases in imports, the industry felt it necessary to recommend specific import
quota legislation to the Congress, in the form of H.R. 13996 (}Mr. Hays, of Ohio),
and H.R. 15417 (Mr. Anderson, of Tennessee). A companion bill S. 2653 has been
introduced in the Senate by Senator Baker.

Perhaps, as suggested by Mr. Cunningham in his testimony before your Com-
mittee, the best way to make the present language work as the Congress in-
tended would be for members of your Committee and others in the Congress
who might support our OEP application (as against the alternative of import
quotas via the legislative route). to make their views known to the OEP. On
the other hand, if the OEP should turn down this application—which we believe
presents an unusually strong factual case in respect to an industry which OEP
itself has found to be defense-essential-—then the industry might well urge that
the Congress should strengthen the law by, perhaps, reducing the measure of
executive discretion. ‘

(3) Thirdly, Mr. Curtis asked whether there are any unfair trade practices
which help foreign producers in the American market to the disadvantage of
domestic producers, and whether the machinery to combat such practices is
adequate.

On several occasions in recent years, when the prices of imports of certain
ferroalloys appeared to be lower than those in the foreign producing countries,
several of the domestic producers filed anti-dumping complaints with the Cus-
toms Bureau. After investigation, these cases were dismissed on the grounds
that sales at less than fair value could not be established, or imports suspended
from the courtries against which the complaints were filed. It is our Committee’s
feeling, again, that the machinery provided by the Congress in the anti-dumping
statute is probably adequate, but that it was misinterpreted or misapplied in
this instance by the Executive Branch.

Another unfair trade practice is the subsidizing of exports, in which case
domestic industry may obtain relief from injury by the imposition of counter-
vailing duties. For example, Mr. Cunningham testified to the recent action by
the Indian Government in granting cash subsidies equivalent to about 20 per-
cent ad valorem for producers exporting standard high-carbon ferromanganese.
During 1967, India exported 19,023 tons of this product to the United States,
which was approximately 10 percent of the total imports of this product from
all countries during that year. This information will be presented to the Treasury
Department, asking for an investigation under the countervailing duty statute,
and it is our hope that the machinery provided therein by Congress will be prop-
erly and adequately administered by the Executive Department in this case.

Finally, at the time the domestic producers were preparing their application
for filing with the OEP in 1963, they considered other alternatives that might
be available to them, particularly the escape clause. After considerable investi-
gation, including informal discussions with Government officials, the industry
decided that this statutory provision, as written, was not adequate to meet their
problem. Thus, the escape clause is one area in which strengthening amend-
ments are needed in order to provide relief for domestic industries, such as the
ferroalloy industry, which are seriously and adversely affected by increasing
imports.

We would be pleased to try to furnish any further information, or to answer
any further questions that you or other members of the Committee may have,
relating to the problems of this industry in relation to imports.

Sincerely,
LLoYD SYMINGTON.
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TABLE 2a.—EFFECT OF TARIFF ON IMPORTS AND DOMESTIC PRICE (TSUSA ITEM 607.30)

[Ferrochrome less than 3 percent carbon]

Duty Imports Imports as Domestic

Year (percent (million percent of price
ad valorum) pounds)! domestic cents per
consumption pound !
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t Contained chromium.

TABLE 2B.—EFFECT OF TARIFF ON IMPORTS AND DOMESTIC PRICE (TSUSA ITEM 607.35)

[Ferromanganese less than 1-percent carbon]

Imports Imports as Domestic
Year Duty (cents per pound ! plus percent ad valorem) (million percent of price
pounds 1) domestic (cents per

consumption pounds 1)

1930 1.875 cents—15 PerCent e eeeeiioacmmmemeeoooes

1954 15/16 cent+-714 percent. oo 0.25 2.3 28.0
1955 _____ 0oL .23 1.7 29.2
1956  0.09 cent+7 percent. .. .10 .8 31.0
1957 0.085 cent--6 percent. ..o .. 1.00 9.7 34.5
1958 0.80 cent+-6 percent.. R, 12 3.0 34.5
1955 0.70 cent+5 percent._ F R .06 1.1 34.5
1960 0.60 cent-+41% percent. o e .43 6.0 34.5
1961 .. A0 oo e .72 9.5 34.5
1962 ____. < Z 1.87 18.7 32.0
1963 ____. 0 o s 1.12 8.5 30.0
1964 ... U 1.07 4.8 25.5
1965 .. [ T 1.81 7.1 27.0
1966 ... do___. 3.27 13.6 27.0
1967 __._. do_o._. 8.15 33.5 28.0

1968 0.50 cent+-4 perce
1972 0.30 cent+20 percent____.___.______

1 Contained manganese.

The CuarrMax. Mr. Muntwyler. If you will identify yourself for
our record we will be glad to recognize you, sir.

STATEMENT OF F. C. MUNTWYLER, PRESIDENT, INDEPENDENT
WIRE DRAWERS ASSOCIATION; ACCOMPANIED BY NORMAN
GELLER, DIRECTOR, AND ALAN D. HUTCHISON, COUNSEL

Mr. MoxtwyLer. Mr. Chairman and members of the House Com-
mittee on Ways and Means, my name is Fred Muntwyler and I am
president of the Independent Wire Drawers Association, as well as
chairman of the board, and president of the Wire Sales Co. of Chicago.
It is a great honor for me to appear before this distinguished con-
gressional committee to discuss foreign trade and tariffs, with particu-
lar emphasis on the subject of steel imports. We have prepared a
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position or background paper on the subject of wire rod imports and
the President’s Trade Expansion Act of 1968 which we now offer for
the written record. ‘

My company, Wire Sales Co., like other members of the Independ-
ent Wire Drawers Association, is a consumer of hot rolled carbon
steel wire rod—a semifinished steel mill product. This wire rod is
manufactured into wire by us by drawing it through a series of dies
which reduces the diameter of the rod while increasing its length. Thus,
the description term “wire drawer.”

The term “independent” is used to indicate these firms are not sub-
sidiaries, divisions, or captives of the major steel corporations. We are
“nonintegrated” in the sense that we do not possess basic steelmaking
capacity. l

Most members of our association also fabricate some wire products
in addition to drawing wire. A wire fabricator manufactures a fin-
ished wire product from the wire, producing such things as nails,
barbed wire, woven fence wire, and welded wire concrete reinforcing
mesh. |
I am here today primarily to tell you that imported wire rod has
been the economic salvation of the independent wire drawers for the
past 12 years. Big steel has consistently applied single and double price
squeezes to the independents in the past. The details of these price
squeezes is outlined in our position paper.

There have been times when major domestiv steel mills refused to
sell wire rod to Wire Sales Co. If it weren’t for the availability of
imported wire rod, my company would not be in business today.

The situation is no better now. While American mills are in some
instances virtually offering to meet import prices on rods, they are on
the other hand, totally unable to give delivery on wire rods even to the
extent of 10 to 20 percent of our needs or requirements. So the price
offer is really a false token and is not a valid one, and not of very much
use.

There has been and still is, a very tight competitive market on wire
rods. Within the last 3 months American mills have all increased
their rod prices in spite of President Johnson’s requests to the con-
trary. They have done this by increasing quality extras and the size
extras. This is not a base change, although there actually was an addi-
tional $3-per-ton increase in the base price of rods.

The result has been a definite increase in costs as far as independent
wire drawers are concerned. Meanwhile, the domestic steel mills main-
tained, and in some instances, definitely reduced the price of finished
wire products—another double price squeeze for us.

My company does a fair amount of defense contract work. While
we use American-produced rods for all our Government contracts, we
have a great deal of difficulty in obtaining enough wire rods from
American mills to even meet our Government commitments. This is
indeed a regrettable situation. The domestic mills cannot possibly
supply the balance of our rod requirements.

Yet, the domestic steel industry continues to complain about steel
imports and seeks congressional approval of a steel import quota which
would restrict wire rod imports. Without wire rod imports today,
most independent wire drawers could not operate. A free market in
wire rod is essential to the economic survival of independent wire
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drawers. We are, therefore, adamantly opposed to the imposition of
steel import quotas, border taxes, or tariff surcharge which would
impede the free flow of imported wire rod. As a matter of general
principle, we support the President’s Trade Expansion Act of 1968
with the addition of one technical amendment which is discussed in
our position paper.

Mr. Chairman, I would like to make one further comment. As an
independent businessman operating a small wire drawing plant which
employs approximately 200 people organized by the United Steel-
workers of America, I am alarmed to see the big steel corporations
and the Steelworkers Union cooperating as they are here today at
this hearing.

This can only result somewhere in additional cost to the American
consumer and in all probability an additional squeeze on the small in-
dependent wire drawers.

bviously, they make strange bedfellows at this or any other con-
gressional hearing.

Gentlemen, it has been a pleasure and an honor to appear before
you today. I would like my colleague, Mr. Norman Geller, of the Re-
public Wire Corp., of Carteret, N.J., to tell you of the recent experi-
ences of his company in dealing with the United States Steel Corp.
I would like to comment, for the committee’s information, that just
last month Mr. Geller received the annual “New Jersey Small Busi-
nessman of the Year” award from Gov. Richard J. Hughes.

Mr. Norman Geller.

The CraryMAaN. Let me ask you this before Mr. Geller begins. You
have a position paper to which you referred. Would you like that to
follow your remarks or at the conclusion of Mr. Geller’s remarks.

Mr. MuxntwyLer. The conclusion of both remarks, Mr. Chairman.

The Cmamryax. Without objection it will appear then at the con-
clusion of Mr. Geller’s remarks. Mr. Geller.

STATEMENT OF NORMAN GELLER

Mr. Gerrer. Mr. Chairman, members of the House Ways and Means
Committee, my name is Norman Geller. I am a director of the Inde-
pendent Wire Drawers Association and vice president of the Republic
Wire Corp., of Cateret.

It is a privilege to appear before you today to discuss the subject
of steel imports, in particular imports of hot rolled carbon steel wire
rod.

My company, Republic Wire Corp., of Carteret, N.J., is basically
a wire drawing mill, an independent nonintegrated wire drawer. Wire
rod is our raw material. Since the inception of our company we have
been a sometimes buyer of domestic wire rod due to the nature of
the integrated steel mill’s attitude toward us as a nonintegrated
converter. :

This dual distribution position of the big integrated steel mills cre-
ates a type of convenient myopia in that they find it difficult seeing
us as a customer rather than a competitor. Up until 2 years ago we
relied to a large extent on imported rod but were then approached
by a large integrated steel corporation who contracted to supply us
a major portion of our rod requirements at prices competitive with
imports and a promise of uninterrupted continuity.
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Republic Wire accepted the offer and we converted from imported
rod to domestic rod. But earlier this year when the wire rod market
developed in short supply in response to increased demand, our source
began to indicate in conversations that a cut was forthcoming in our
monthly requirement due to a shortage of hot metal for our rods.

We received one cut of approximately 40 percent for the month of
May and then were informed of a cut to 10 percent for the coming
month of July. At the present time subsequent to a recent newspaper
account of the plight of the small steel business in the dual distribu-
tion industry our full allocation was restored.

It is my firm conviction that a steel import quota, border tax, or
tariff surcharge would cause a rapid strangulation of the nonintegrated
wire mills and wire fabricators and would eventually lead to their
disappearance from our domestic industrial scene.

Thank you. ‘

('The position paper referred to follows:)

POSITION PAPER OF THE INDEPENDENT WIRE DRAWERS ASSOCIATION

1. INTRODUCTION

The Independent Wire Drawers Association is a national trade association rep-
resenting over 30 independent non-integrated wire drawers and fabricators. The
term “independent” is used to indicate these firms are not subsidiaries, divisions
or captives of the major steel corporations. The term “non-integrated” is used
in the sense that these firms do not possess basic steel-making capacity.

We would like to explain the term “wire drawer”. Wire is manufactured from
wire rod, a semi-finished 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, pro-
ducing such things as nails, barbed wire, woven fence wire and welded wire
concrete reinforcing mesh. Most members of the Independent Wire Drawers As-
sociation fabricate some wire products in addition to drawing wire.

II. IMPORTED WIRE ROD HAS BEEN THE ECONOMIC SALVATION OF THE INDEPENDENT
WIRE DRAWERS BECAUSE OF THE PRICE SQUEEZES BIG STEEL HAS APPLIED TO THE
INDEPENDENTS IN THE PAST

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 con-
trolled 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 by both the major integrated producers of wire rod and by many
small, independent, non-integrated wire drawers and fabricators, who are de-
pendent upon the integrated producers for their wire rod. Economists character-
ize this situation where a supplier is also a competitor as “dual distribution.”

There is, however, nothing inherently evil about this dual distribution situa-
tion so long as a normal relationship 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 anticompetitive price squeezes to their non-
integrated competitors. P .

The case of a typical wire product, annealed bailing wire, graphically illus-
trates 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 per ton.
At that time bailing wire sold for around $192 per ton which permitted the fabri-
cators a reasonable markup on the wire drawing and fabricating process. But the
major steel producers raised wire rod prices in 1955, 1956, 1957 and again in
1958. According to the Bureau of Labor Statistics, wire rod prices rose more than



2198

any other steel product during the post-war 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 finished wire product. For example, during 1963 hot-rolled carbon steel
wire rod was sold for $144.50 per net ton. Yet, the same integrated steel mill was
selling annealed bailing 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 bailing wire and then compete against a price of $141.50. As
a matter of survival the independent producer had to turn to imported wire rod.

As a result of the double price squeeze applied by the integrated mills, wire
rod imports increased from 47,800 tons in 1955 to 1,076,467 tons in 1967, about
10 percent of total U.S. steel imports. These imports are consumed almost en-
tirely by the independent wire drawers, and it is estimated that imports account
for about 50 percent of the non-captive wire rod market.

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 un-
willingness 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,
Belgium, France and Luxembourg on the grounds of “no injury to a domestic
industry”.

III. DOMESTIC STEEL MILLS CANNOT SUPPLY THE CURRENT TIGHT WIRE ROD MARKET,
YET BIG STEEL STILL SEEKS IMPORT QUOTAS

In early 1965 the domestic steel industry reduced the price on so-called “com-
mon 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 independ-
ent wire drawers and fabricators were concerned. In the first place, the price
of §125 per ton was not competitive with the imported wire rod nor was it low
enough to permit a fabricating markup. In the second place, the definition of
“common quality” only applied to certain types of wire rod and other important
types of wire rod used by independent wire drawers and fabricators were still
sold at the old high, uncompetitive price.

On March 1, 1966, the U.S. Steel Corporation announced it was withdrawing
published prices on low carbon wire rod, in order to aggressively compete against
imported wire rod. Salesmen from the U.S. Steel Corporation have offered wire
rod to most independent wire drawers at a price competitive with imported wire
rod during the past two years. This price decrease has been met by most of the
other major domestic steel producers. At that time the Independent Wire Draw-
ers Association commended the domestic steel industry on its decision to meet
foreign competition in the market place.

Now, while American mills are in some instances virtually offering to meet
import prices on rods, they are on the other hand, totally unable to give delivery
on wire rods even to the extent of 10 to 20 percent of the needs or requirements
of most independent wire drawers. So the price offer is really a false token offer
and is not a valid one, and not of very much use.

There has been and still is, a very tight competitive market on wire rods. For
example, according to the 7 March 1968 issue of The Iron Age:

“In certain sections of the country, domestic steel producers are literally turn-
ing away business. Wire rod is the only product actually on allocation, says one
steel executive.”

Within the last two months American mills have all increased their rod prices
in spite of President Johnson’s requests to the contrary. They have done this by
increasing quality extras and the size extras. This was not a base change. The
price increase was accomplished by methods other than an open price base in-
crease. Although there was also a subsequent $3.00 per ton increase in the base
price of rods additionally.

The result has been a definite increase in costs as far as independent wire
drawers are concerned. Meanwhile, the domestic steel mills maintained, and in
some instances, definitely reduced the prices of finished wire products to put
the squeeze on the independents. -
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If an import quota, a border tax or a tariff surcharge is imposed on imported
wire rod it will definitely result in a drastic increase in the total overall cost of
wire rods to all of the independent wire drawers throughout America. In some
instances it would literally threaten to put them out of business, and in most
cases it would create a very definite hardship. The American mills simply cannot
supply the present demand for rods. i

Yet the domestic steel industry continues to complain about steel imports and
seeks Congressional approval of a steel import quota which would restriet wire
rod imports. Without wire rod imports today, most independent wire drawers
could not operate. A free market in wire rod is essential to the economic survival
of independent wire drawers.

Wire rod is a raw material, the same as iron ore. Last year, 36.8% of all iron
ore consumed by the domestic integrated steel mills was imported. The independ-
ent wire drawers believe the open-door policy should be maintained on wire rods
just as it is on iron ore.

The Independent Wire Drawers Association is opposed to import quotas or
border taxes or any tariff surcharges on imported wire rod. As a matter of general
policy the Independent Wire Drawers Association favors the enactment of the
President’s Proposed Trade Expansion Act of 1968, with one suggested amend-
ment which is discussed in Part IV of this Position Paper.

IV. DURING THE KENNEDY ROUND THE UNITED STATES REDUCED TARIFFS ON FINISHED
WIRE AND WIRE PRODUCTS A FULL 50 PERCENT BUT DID NOT REDUCE THE U.S. DUTY
ON WIRE ROD, THIS INEQUITY SHOULD BE CORRECTED UNDER THE TRADE EXPANSION
ACT OF 1968 BY AUTHORIZING THE PRESIDENT TO ELIMINATE DUTIES WHICH ARE
5 PERCENT OR LESS

The Trade Expansion Act of 1962 authorized the President to completely elim-
inate duties on articles with an ad valorem or an ad valorem equivalent duty of
5 perecnt or less.' The Independent Wire Drawers Association and steel importer
groups petitioned the Tariff Commission and the Trade Information Committee
to place wire rod, an important industrial raw material, on the duty free list.

Instead, in an effort to harmonize U.S. and E.E.C. steel tariffs, the U.S. trade
negotiators slashed U.S. duties on wire and wire products a full 50 percent and
made no change in wire rod duties. This is particularly unfortunate, since U.S.
independent wire drawers face severe competition from imported fabricated wire
products, particularly welded wire concrete reinforcing mesh. The duty on welded
wire concrete reinforcing mesh (TSUS Item No. 642.80) was reduced from 19
percent ad valorem to 9.5 percent ad valorem during the Kennedy Round.

As an alternative to placing wire rod on the duty free list, the Independent
Wire Drawers Association and steel importer groups urged a single duty for
wire rod, since the price of wire rod generally varies at just about 4¢ a 1b. or
$88.00 per metric ton, the breaking point for customs duty. Thus, the indepedent
wire drawer is never quite sure what duty will be applicable. This is a matter of
great inconvenience to steel importers and independent wire drawers and tends to
create uncertainties in the trade. :

It was unfair to the U.S. independent wire drawers to reduce the U.S. customs
duties on competing fabricated wire end products a full 50 percent and not have
reduced the duties on his basic imported raw material—wire rod. In all fairness
to the U.S. independent wire drawer, the small duty on wire rod should be com-
pletely eliminated. Unfortunately, this cannot be accomplished under the pro-
posed Trade Expansion Act of 1968. Therefore, we recommend that the Congress
give serious consideration to authorizing the President to completely eliminate
U.S. duties as part of a reciprocal trade arrangement where the duty involved is
5 percent ad valorem or ad valorem equivalent or less as was done in Section 202
of the Trade Expansion Act of 1962. :

tThe U.S. tariff treatment of wire rod is as follows: Wire rods of iron or steel; other
than alloy iron or steel; not tempered, not treated, and not partly manufactured :

TSUS

Cents per
Item No. ‘ pounz:i
608.70 00 Valued not over 4 cents per pound . 1
608.71 00 Valued over 4 cents per pound._. . 25

On atn average, the ad valorem equivalent of these two specific duties is approximately 5
percent. ;
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V. CONCLUSION

In the U.S. wire and wire products industry, imports of wire rod have been
the economic salvation of the independent wire drawers. These imports have
helped reduce the price of U.S. wire rod and now we are enjoying, to some de-
gree, the benefits of a relatively free and open wire rod market in the United
States. However, domestic steel mills, at the present time, are totally unable to
give delivery on wire rods even to the extent of 10 to 20 percent of the require-
ments of most independent wire drawers. Consequently, American independent
wire drawers are dependent upon imported wire rod as their basic raw material.
The imposition of a steel import quota, border tax or tariff surcharge would have
a disastrous result on these small manufacturing firms. Therefore, the Independ-
ent Wire Drawers Association favors an open door policy on steel imports and
is opposed to the imposition of any restrictions on steel imports.

The Independent Wire Drawers Association favors the enactment of the Presi-
dent’s “Trade Expansion Act of 1968” with the addition of an amendment au-
thorizing the President to completely eliminate U.S. duties as part of a recipro-
cal trade arrangement where the duty involved is 5 percent ad wvalorem or ad
valorem equivalent or less in the hope that the present small nuisance duty on
imported wire rod can be completely eliminated.

The Crarraan. Thank vou, Mr. Geller. Thank you Mr. Muntwyler.
Are there any questions of the gentlemen at the table?

Mzr. Corris. Mr. Chairman.

The CrARMAN. Mr. Curtis.

Mr. Curtrs. It is not a question but I would appreciate it if the
previous witnesses representing the steel industry would respond to
the points that have been made. I personally will send a copy of this
testimony to them and ask them to respond.

I think one of the main purposes of these forums is to have a con-
frontation between people who have different points of view and I
would be very much interested in what response the steel industry
which testified this morning would have on the testimony that you
gentlemen have given us. Then you would have an opportunity of
course to reply further.

Could the record be left open ?

The Cuamrman. The record is open.

Mr. Curris. Very good. ] )

(The following letter was received by the committee :)

UxN1TED STATES STEEL CORP.,
Pittsburgh, Pa., July 18, 1968.
Hon. TaoMAS B. CURTIS,
House of Representatives,
Longworth Building, Washington, D.C.

DeAR MR. CURTIS : At the request of Mr. T. F. Patton, I am responding to your
letter of June 24, 1968, which asks for comments on certain testimony made by
Mr. Muntwyler, President of the Independent Wire Drawers Association before
the House Ways and Means Committee on June 18, 1968.

The circumstances outlined by Mr. Muntwyler evidence the need for some rea-
sonable limitation on steel imports if a viable American steel industry both in-
tegrated and nonintegrated is to be refained.

The attached exhibit of AISI statistics demonstrates the tremendous market
penetration achieved by imports of wire and wire products which were sold at
prices well below domestic market prices. These imports had an early disruptive
effect on the ability of American producers both integrated and nonintegrated to
market their products profitably. Many nonintegrated wire drawers lowered their
wire and wire product prices in an effort to meet this foreign competition and
were supported in their efforts by the growing influx of foreign rods also selling
at severely depressed prices. U.S. steel lowered its wire product prices in certain
instances in order to be competitive.

To endeavor to pinpoint domestic wire and wire product price deterioration
chronologically or geographically to either group would be impossible. That the
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root cause lay with the flood of low-priced foreign wire and then later of rod
products is clear.

It is a matter of record that during the late 1950’s and early 1960’s we elected
to continue to sell our wire rod availability at profitable levels in remaining
end use markets, since the extremely low-priced foreign small diameter rods
rapidly captured the independent wire drawer rod market. Our sale of small
diameter rods for redrawing had been reduced almost to zero by 1965, Faced with
the alternative of discontinuing this product line and the operations of the related
production facilities or attempting to meet import prices, we elected to do the
latter for this specification of rod with individual rod users for specific periods.
Since 1966 our wire rod mills have operated generally at a high level, but this
incremental business has provided an inadequate return by itself and, obviously
the procedure cannot be extended on all products.

At no time did U.S. Steel indicate its intention or capability to entirely sup-
plant imported wire rods. To the extent we have been able to negotiate supply
contracts with customers that purchase foreign rod, delivery performance has
been satisfactory with the exception of the most recent period during which
unexpected production mill outages reduced availability at a time when there
was abnormally high demand for rods due to strike hedge buying.

A comprehbensive study by the Senate Finance Committee staff showed that
integrated steel companies, for the economic reasons similar to those that plagued
the independent wire drawers, have discontinued operations at certain plants
because of the lack of profitable business which was created in large measure
by the great influx of foreign wire rod and fabricated wire products as shown in
the attached exhibit. The adverse effect of low-priced wire rod and fabricated
wire products on the domestic steel industry is graphically described by the
Staff Study of the Committee on Finance of the Unitde States Senate of December
19, 1967, where at Page 243 it details the serious impact :

“LIST OF FACILITIES CLOSED DUE TO IMPORTS

“Jones & Laughlin : Barbed wire and woven wire fence (February, 1965) ; nails
(Aliquippa, March, 1966). .

“Armeco : Barbed wire and fence (Houston, 1963)

“Pittsburgh Steel: Merchant Trade Products Division (1959) ; remaining rod
and wire operations (Monessen, June, 1966).

“Colorado Fuel & Iron: Steelmaking facilities and hot mills for blooms, billets
and rods (Buffalo, N.Y., 1963). .

“United States Steel: Steelmaking and finishing facilities of Donora plant.
In this case, however, imports were not the only reason for closing the plant—
others include shifting markets, high costs of the mill, and air pollution (over a
period of years 1961-64).”

This certainly shows the end result of massive importation of an individual
mill product : gradually reduced domestic availability caused by the abandonment
of production facilities and attendant loss of employment opportunities.

Mr. Muntwyler asserts that there have been times when major domestic steel
mills refused to sell wire rod to Wire Sales Company. United States Steel has
traditionally sold large quantities of semifinished products and other basic steel
products to nonintegrated companies. We necessarily look to a strong and healthy
nonintegrated steel manufacturing industry as a market for our products. We
certainly have no attitude or general policy of refusing to sell available rod pro-
duction to any class of buyer. |

In conclusion, it should be evident that if imports of wire rods and wire and
wire products continue to increase the United States would become virtually de-
pendent upon imports,. Under the steel quota bill neither the Independent Wire
Drawers Association nor any other group served by imports would be harmed by
quotas based on recent import levels. Imports also would have the opportunity

to compete for any growth of the domestic market. The independent wire drawers
would be protected against unlimited quantities of low-cost foreign wire and
wire products which they now are faced with in the market place. The position
paper of the Independent Wire Drawers Association, submitted to the Ways and
Means Committee June 18, 1968, points out their similar concern for the adverse
effect of imported wire and wire product competition.

“In an effort to harmonize U.S. and E.E.C. Steel tariffs, the U.S. trade nego-
tiators slashed U.S. duties on wire and wire products a full 50 percent and made
no change in wire rod duties. This is particularly unfortunate, since U.S. inde-
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pendent wire drawers face severe competition from imported fabricated wire
products . . . .”
We trust this will serve to answer the questions in your letter to Mr. Patton.

Yours very truly,
R. HEATH LARRY,

Executive Vice President, Public and Personncel Services,
and Assistant to Chairman.

IMPORT MARKET PENETRATION

v Wire rods Nails and staples Barbed wire Drawn wire
ear
Percent of Percent of Percent of Percent of
Imports us. Imports us. Imports us. Imports us.
market market market market

5,731 0.7 2,366 0.3 100 0.1 3,199 0.1
112,308 8.9 67,122 7.1 9, 505 4.0 20,400 .7
122,014 9.2 56,304 6.1 7,242 3.1 33,323 1.0
44,005 4.3 18,509 2.8 26,250 10.1 2,595 .5
65, 415 5.3 40,173 7.1 16, 090 9.1 21,753 .7
39,849 3.6 92,694 14.1 53,380 28.8 44,979 1.8
47,762 2.9 132,841 17.1 60,084 35.0 46,417 1.4
64,192 4.1 113,683 17,1 62,297 46.0 , 045 1.9
54,370 4.2 137,558 23.7 63,108 52.2 82,063 3.0
181,283 13.9 201,226 32.7 59,253 51.9 169,853 6.6
447,747 26.2 314,931 44.8 78,287 61.9 317,512 10.3
408,213 27.3 239,549 43.1 ,973 52.8 270,651 9.8
451,210 28.1  252,7. 43,5 82,466 53.0 237,162 8.7
644,611 35.0 281,595 47.0 66,601 47.6 313,149 10.9
800, 882 39.0 308,904 50.3 90,043 50.6 368,495 12.6
952,778 39.8 309,665 49.6 72,424 47.9 460,327 14.7
1,283, 627 46.3 329,080 51.2 74,856 41.6 520,186 15.1
1,150, 303 42.7 288,987 47.1 76,506 31.4 581,049 16.9
1,076, 467 41,5 229,485 41,3 69,407 40.6 575,368 18.3
430,078 39.6 7,264 44.9 29,657 33.8 209,015 17.6

Source: Imports, AISI; U.S. market, AIS-10 less AIS exports plus AlS imports.

The Crarraax. Any further questions? If not, again we thank you,

gentlemen.

Mr. MuxtwyLErR. Thank you, sir.

(The following telegram was received, for the record, by the
committee:)

DowNEY, CALIF., June 14, 1968.

Congressman WILBUR D. MILLs,
House of Representatives,
Washington, D.C.:

We are opposed to steel import quotas. Our trade association representative
for independent wire drawers will appear House Ways and Means Committee
Tuesday, June 18, 1968. Please consider presentation. He states the case for

many thousands of small independent businessmen.
Davip P, PIERING,

President, Diversified Wire & Steel Corp.
The Caamaran. Mr. Miranda.
Mr. MraxDa, Secretary, of the Industrial Wire Cloth Institute. Mr.
Miranda?
Mr. Hugo Neu.

Mr. Neu if you will identify yourself for our record we will be glad
to recognize you.

STATEMENT OF HUGO NEU, CHAIRMAN, SCRAP INDUSTRY TRADE
POLICY COUNCIL

Mr. Neu. Thank you.
My name is Hugo Neu. I am president of the Hugo Neu Corp. of
New York City, which is owned by myself and my family. The main
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activity of our company and its subsidiaries is the export of steel scrap,
international trade in scrap and ore, and the shipping of ore. Our com-
pany has engaged in this world trade for 20 years and I have been in
the business for 47 years. 1

I am appearing before you as chairman of the Scrap Industry Trade
Policy Council, which speaks for those firms in the United States that
export iron and steel scrap plus some 300 iron and steel scrap proc-
essors who, because of the depression in the industry, have to rely on
exports to continue in business. e

With your permission I would like to file my complete statement for
publication in the record of these hearings and will make a brief oral
statement summarizing the position of the Scrap Industry Trade Pol-
icy Council.

The Cmarrnran. Without objection your statement will appear in
the record, Mr. Neu, following your oral statement. You are recognized.

Mr. Nru. My general purpose in testifying today is to oppose any
unilateral restrictions in trade between nations and to support the
Trade Expansion Act of 1968 submitted to Congress by President
Johnson on May 18, 1968.

My specific purpose is to oppose the proposal that has been made for
import quotas for iron and steel.

gince our Council experience relates primarily to international trade
in iron and steel scrap my testimony is limited to these areas. For the
benefit of those members of this committee who are not familiar with
our industry, let me say that our 1,500 companies convert iron and
steel into raw material used by steel mills and foundries in the pro-
duction of new steel. “

Unfortunately, there has been a steady decline in the proportion of
scrap used in making new steel. As the result there has been lessening
of demand for our products in the domestic market. There also has
been increasing spiraling of railroad freight rates on scrap making it
economically impossible to move the products over long distances by
rail. ‘

This has meant that our process must rely increasingly upon the
export of products in order to stay in business. Troubled with the drop
in domestic demands and higher transportation costs there has been a
dramatic increase in the supply of domestic scrap, increased automo-
bile production for example resulting in some 7 million vehicles
annually being thrown into the national junk heap and littering our
cities and countryside.

All of this has produced an economic depression in our industry.
Prices of some scrap have dropped more than 50 percent in the last
10 years. Many of our yards are being forced out of business. Despite
this, let me make it clear that unlike the steel industry we are not ask-
ing for government control.

Foreign steel mills have been almost the sole outlet for American
obsolescent iron and steel on the west Coast, Gulf coast, and Atlantic
coast with the exception of some small areas.

Exports have been our lifesaver. Without the export rate scrap
prices would be at an even lower level than today and our producers
would have been forced to close shop. ‘

Last year we exported 714 million net tons of scrap. This produced
$245 million on the plus side in the balance-of-payments.

95-159—68—pt. 5—27 :




Our statement shows scrap shipments over the past 10 years and the
countries to whom we export. Looking at the 1967 figures you can see
that one of every six tons of scrap produced in the United States went
to foreign steel mills. Many of these foreign mills ship out the finished
products back to the United States.

When one realizes that much of the scrap comes from old cars one
can easily draw a picture of what our landscape would look like if the
export market for scrap were reduced.

For example, I am interested in three shredding mills which are
using every day about 1,000 cars plus refrigerators, washing machines
and all kinds of light iron.

We use about 750,000 cars per year in these three plants. They are
located in Los Angeles, Boston and outside of New York City.

If you visualize that this 750,000 cars would not be consumed if there
was no export market for scrap, you could visualize what the country-
side would look like and this is only 10 percent of what is being
scrapped every year in old cars.

This is the major project. This is not a question of beautification but
it is a question of eliminating the tremendous dirt which would be
accumulated in the countryside.

So it is a major problem which is before you gentleman to decide
because if there 1sno import there will be no export.

Those of us who are scrap exporters recognize that domestic steel
makers are very important customers of ourselves and we want these
customers to prosper for the entire scrap industry could not prosper
unless there is a viable steel industry in this country.

But we know something about our customers. We know that in order
to compete effectively in world markets domestic industry must move
rapidly ahead to match the technological development which is being
achieved abroad.

Only with these improvements can the American steel industry suc-
ceed in maintaining its position in the world market but we can hardly
expect capital improvement of this kind if our steel industry were to
be granted Government protection against competition.

The steel industry itself appears to recognize this because they
buy machinery wherever they find it most convenient. They buy raw
materials as well. The foreign machinery is better and less expensive,
the steel industry imports it.

If iron ore is cheaper the steel industry imports it rather than pur-
chase domestic scrap or domestic ore. Last year for example the
steel industry imported about 50 million tons of foreign iron ore
abroad which competes directly with scrap iron and steel.

In making this point we wish to malke it clear that we are not
requesting a shield against competition from foreign raw material.
We export vigorously and competitively. We have not gone soft.

T have spoken here of the adverse effect of steel imports restrictions
on our domestic scrap industry, on our export of scrap and our own
steel industry.

There will be other adverse effects as well. Take for example, some-
thing from my own experience. My company is presently negotiating
with the leading Japanese steel mills for the export from Arizona of
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some 2750 million worth of iron ore pellets over a period of 10
yearssiarting in 1970.

The choice presently open to the Japanese steel mills is to supply
their needs for these pellets from mines to be developed either in
Arizona or in Australia. :

As a result, any import restriction on J apanese steel would fore-
close this possibility for the export of Arizona products to Japan.
Thus in the example I have given the results for our balance of pay-
ments would be a double loss, about $750 million for favorable export
loss directly and additionally large sums debited against our balance-
of-payments as a result of the transfer of American sales to Australian
mines.

Import restrictions if adopted would have a long-term adverse effect
in limiting assisting U.S. export trade and the choking of the possi-
bility of expanding the trade. “

I summarize as follows: What steel import quotas will mean. First,
upset our balance of trade. Two, cause further damage to the scrap
industry. Three, adversely affect national defense. Four, stimulate
inflationary trends. Five, accentuate the solid waste problem. Six,
reproduce unemployment especially among the unskilled and semi-
skilled who make up a large part of our labor force. Cut back the
highway beautification program. Damage the domestic steel industry.

Information supporting each of these points is included in the pre-
pared statement. ‘

In conclusion T ask the members of this committee to remember
that imported steel is partly an American product made from the
scrap we export. ‘

Thank you. ;

(Mr. Neu’s prepared statement follows 1)

STATEMENT oF HuGo NEU, CHAIRMAN, SCRAP INDUSTRY TRADE Poricy CouNcIL

Mr. Chairman and members of the committee, my name is Hugo Neu. I am
president of the Hugo Neu Corporation of 45 Nassau Street, New York City,
which is owned by myself and my family. The main activity of our company
and its subsidiaries is the export of steel scrap, international trade in scrap
and ore, and the shipping of ore. Our company has engaged in this world trade
for 20 years and I have been in the business for 47 years.

I am appearing before you as Chairman of the Scrap Industry Trade Policy
Council, which speaks for those firms in the United States that export iron and
steel scrap plus some 300 iron and steel scrap processors who, because of the
depression in the industry, have to rely on exports to continue in business. A
list of the members of our executive committee, representing firms across the
country, is attached. ‘

Our general purpose in testifying today is to oppose any unilateral restrictions
on trade between nations and to support the “Trade Expansion Act of 1968,”
submitted to the Congress by President J ohnson on May 18, 1968.

Because of our personal knowledge and experience in the international iron
and steel scrap trade, we will limit our remarks today to the specific legislative
proposals for quotas or ceilings on the import of iron and steel products.

We are opposed to these quota proposals—on steel or any other products being
imported into the United States.

They would have disastrous implications for our industry, which last year
contributed 245.3 million dollars on the plus side of our ledger in the balance
of payments through scrap exports to foreign steel mills. They would ignore
the fact that the imported steel is in great part an American product, made
from scrap produced by our industry within the United States.
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They would result in more community blight—by adding to the pyramids of
junked automobiles and other solid wastes now littering our cities and the
countryside.

They would lessen the competitive impetus for the further technological
improvement of our domestic steel industry which is so essential for it to main-
tain its position in the world market.

THE SCRAP INDUSTRY TODAY

For the benefit of those members of this Committee who are not familiar with
the iron and steel scrap processing industry, let me say that our companies
convert the nation’s obsolescent iron and steel into a raw material used by steel
mills and foundries in the production of new steel.

There are approximately 1500 companies in this country engaged in this cycl-
ing process. They take waste metals from manufactures; the iron and steel from
wrecked buildings, ships, and railroad cars; abondoned autos, refrigerators and
other household products; and from these they manufacture usable scrap for
steelmaking.

Our industry plays an essential role in ridding our cities and countryside of
ever increasing mountains of old cars, outworn equipment, and other waste
materials. For example, modern scrap processing plants in which my own com-
pany has an interest, located on both the East and West Coasts, are presently
converting automobiles into scrap without smoke, dust, or other pollution at
the rate of about 1,000 cars per day for each of our plants.

The product we produce also plays an important role in the nation’s con-
servation program, for the use of scrap by mills and foundries makes it possible
to conserve irreplaceable matural resources. One and a half tons of iron ore,
one ton of coke, and a half-ton of limestone can be saved for every ton of scrap
used in making new steel.

Unfortunately, in relation to total steel production in the United States, there
has been a steady decline in the proportion of scrap purchased and used in mak-
ing new steel.

Steel mills have increased their dependence on basic oxygen furnaces, and are
gradually discarding the old standard open hearth. But the basic oxygen furnace
consumes only 30 percent scrap on the average in contrast to the 40-50 percent
which open hearths consume. It is predicted that within a few years’ time there
will be no more open hearths.

A rapidly increasing spiral of railroad freight rates on scrap has made it eco-
nomically impossible to move the product over long distances. This has meant
that coastal processors of serap have come to rely increasingly upon the export
market of their product in order to maintain their existence.

Coupled with lessening demand and higher transportation costs, there has
been a dramatic increase in the supply of scrap. Increased automobile produc-
tion, for example, has resulted in some seven million vehicles annually being
thrown on the nation’s junk heap.

These factors have brought about an economic depression in our industry.
The price of scrap has dropped by more than 50 percent in the last 10 years.
For example, a No. 2 bundle, which is the equivalent of one baled car, brought
an average price of $20.42 in 1967. Today it stands at $18.67. Compare this to
$42.86 in 1956. That means the processor had to purchase the car, burn out all
of the non-metallic components, remove all of the no-ferrous metals, bale it and
then pay all transportation costs to the mill for less than 20 dollars.

One result: many of our yards have been forced out of business. According
to business census statistics, there were 2700 companies in our business in 1958.
By 1964, this figure had dropped to 1800. We know that the downward trend
is continuing.

Let me make it clear to this Committee that unlike the steel industry, we are
not asking for government controls. Even though we are considered an essential
defense industry by the Office of Emergency Planning, even though the Depart-
ment of Interior views us as a key to the conservation of natural resources, even
though the national beautification program has recognized the vital role we
play in ridding the landscape of unsightly wastes, we still believe in private
enterprise.

We are investing our own funds in seeking technological breakthroughs that
will make our product more competitive and many of the companies in the in-
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dustry got together just last year to organize a Scrap Industry Research
Foundation. :
THE ROLE OF 'SCRAP EXPORTS

Until improved steelmaking and scrap processing technology lead to more
scrap use, we need to bridge the gap petween supply and demand by continuing
our drive for overseas markets.

Without the stabilizing influence of an export trade, serap prices would be at
an even lower level than they are today and our coastal producers, who are
handicapped by high freight rates to major consuming areas, would have been
forced to close shop.

Foreign steel mills have been almost the sole outlet for America’s obsolescent
iron and steel on the Pacific Coast, the Gulf Coast, and to a lesser degree, the
Atlantic Coast. Export sales have been a lifesaver by removing a part of the
surplus that has been building up as a result of decreased domestic consumption
and the increased supply.

Beginning in 1954, when it became apparent that steelmaking technology was
working against domestic serap use, we have made it our business to promote our
product vigorously in foreign markets, as you will see on this table of scrap
tonnage, and dollar volume. i

TONNAGE AND DOLLAR VOLUME OF SCRAP EXPORTS

Year : Net tons Value

$51,612. 364
178, 559, 324
300, 619, 633
329,511, 242

85,411,786
167,715, 580
241,572,314

1 Preliminary.

The significance of this trade is apparent when you view its relationship
to the total consumption of purchased serap.

Last year, in 1967, the total domestic and foreign consumption of purchased
scrap was 42.6 million net tons, with a value of 2.5 billion dollars. Thus, our
exports of 7.5 million tons meant that one out of every six tons went to a
foreign steelmaker.

When you realize that much of this scrap comes from items like old cars,
refrigerators, stoves, and other solid metallic wastes, one need not draw a
picture of what our landscape would be like if export markets were reduced.

Historically our largest customer has been the steelmaking industry of
Japan. Last year Japan purchased 5.3 million net tons of U.S. scrap for its
mills.

‘When we speak of increasing America’s export trade, we must always bear
in mind that trade is a two-way street. By creating rather than reducing
barriers, we end up by injuring our own economy, our own industries, and
our own workers. .

There is no question in our mind that restrictions on the importation of new
steel from Japan would mean an automatic cutback in scrap exports. The
result would be a blow to our balance of payments, further depression for the
scrap iron and steel industry, unemployment of our workers, and a demand
that tax money be utilized as local governments are forced in to the handling
of solid, metallic wastes—a function that has always been a role of private
enterprise.

One has to look at imported steel and realize that it is partly an American
product—made from serap we export. ‘
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Members of this Committee should know that we are busy promoting and
‘selling our product all over the world. Last year, in 1967, we shipped to the

following countries.

Country . Net tons
Argentina 22, 287
Benelux 2,322
Canada 542,373
France 13, 510
West Germany. 1,142
Italy 217,139
Japan 5, 300, 261
Korea 306, 757
Mexico 747, 280
Spain 85, 150
Taiwan 83,076

Total 7,504, 177

Gentlemen, though the figures I have given you on our exports indicate a
healthy and vigorous trade, with 1967 being our best year since 1964, the pos-
sibility that this country will adopt a quota system on steel imports has already
had an impact on our pusiness.

Japanese mills are playing it safe and reducing their buying and their inven-
tories of U.S. scrap.

In the first four months of this year, from January through April, our exports
dropped 656,371 net tons over the same period in 1967.

Our four month shipments in 1968 totaled 1,745,564 tons.

During the same period the year before, we shipped 2,401,935 tons.

It appears to us that as prudent businessmen, the Japanese steelmakers are
keeping their inventories low in the event that they may have to cut their
production.

It is a straw in the wind.

Many other U.S. industries may also suffer if the Congress acts to provide
an umbrella for the domestic steel industry. Though it is far afield from our
business, I wonder if the U.S. companies who use imported steel to manufacture
products sold abroad will be able to remain competitive in the marketplaces of
the world. And I wonder what the impact will be on steel service centers or
steel distributors who have been buying foreign steel for their customers here at
home.

THE STEEL INDUSTRY’S DOUBLE STANDARD

We realize that import restrictions on foreign steel have been a fond dream
of some domestic steel producers for many years. The reasons are obvious.
The most important limiting factor in prices and profits of domestic steel pro-
ducers have been the competition afforded by imported steel.

We who are concentrating in the export field recognize steelmakers are the
biggest of customers of the entire industry. We exporters want the domestic
industry to prosper, for the scrap industry could not prosper unless there is an
economically viable steel industry in this country.

But at the same time, we know something about our customer.

We know that in order to compete effectively in world markets it is essential
that the domestic steel industry move rapidly ahead in steel technology which
will match the technical advances being achieved abroad.

Take, for example, the steel plants which were built in the United States
jmmediately after World War II. In order to compete effectively with the latest
plants in Japan and elsewhere, it is essential that the best of American “know-
how” and American technology be used to the hilt.

We can hardly expect capital improvements of this kind to be made if our
industry were to be afforded Government protection against competition. Yet
it is only with these improvements that American steel can succeed in maintain-
ing its position in the world market.

The true answer to this question is that all segments of American industry
must always be prepared to compete with foreign producers by making the best
possible use of modern technology. Our steel industry itself appears to recognize
this axiom in its approach toward the proceurement of machinery and raw
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materials. These are purchased by the steel industry from whatever source can
supply the best merchandise at the best price.

Thus if foreign machines are better and less expensive than American machines
the steel industry has recognized the facts of life by importing those foreign
machines. '

For another example, take iron ore—which competes with vast stocks of do-
mestic scrap as a basic raw material in steelmaking.

Last year the domestic steel industry imported approximately 50 million net
tons of iron ore from foreign mines. Domestic iron ore and scrap is certainly
available for our steel furnaces. There is no problem of supply.

Yet the U.S. industry sees no inconsistency in buying its equipment and raw
materials from foreign sources in the open market while demanding a closed
market for its products. .

In making these points, we wish to make it clear that we are not requesting a
shield against competition from foreign raw materials, such as iron ore, which
competes directly with scrap. ;

‘We exporters are vigorous and competitive. We haven’t gone soft.

OTHER ADVERSE AFFECTS OF IMPORT RESTRICTIONS

I have spoken here of the adverse effects of steel import restrictions on our
domestic serap industry, on our exports of scrap, and on our own steel industry
as well. There will be other adverse effects as well. Take one case which is famil-
iar to me from my own personal experience. My company is presently involved in
negotiating with leading Japanese steel mills for the export from the United
States to Japan of some $750,000,000 worth of iron ore “pellets” to be produced
from mines in Arizona over a period of 10 years, starting in 1969. The choice
presently open to the Japanese mills is to supply their long-term needs for these
“pellets” from mines to be developed either in Australia or in Arizona.

I fear that the result of any import restriction on Japanese steel would be
to foreclose this possibility for the export of Arizona products to Japan. The
result, from our balance of payments, would be a double loss: About $750,000,000
of favorable exports would be lost directly ; and additional large sums would be
debited against our balance of payments as the result of the transfer of American
capital to finance the Australian mines.

This example can no doubt be multiplied in case after case. The plain fact is
that import restrictions, if adopted, would have a long-term adverse effect on a
broad range of American industries dependent on export. They can be expected
not only to limit existing export trade but also to choke off possibilities for ex-
panding that trade.

SUMMARY

On the basis of this testimony, it is our hope that the Congress will carefully
consider the consequences of any new and artificial restraints on world trade.

‘We hope that you will take the opposite position and enact the Trade Expansion
Act of 1968.

In summary, we argue that quotas on steel imports could :

1. Further upset our balance of trade. 1

The 245 million dollars we receive from foreign scrap sales and the sub-
stantial amounts coming in from steel exports would be drastically reduced.

2. Bffect national defense.

On June 12—Ilast week—Governor Price Daniel, Director of the Office of
Emergency Planning, publically stated that “scrap metals have always been
considered part of our resource of strategic materials; this is especially true
of iron and steel scrap . .. any serious effect in this sector of our economy
would, in turn, have an adverse effect on our defense position in an
emergency.”’ '

3. Stimulate inflationary trends. :

The greatest deterrent to unreasonable price increases by the domestic
steel industry is the competition afforded by foreign steel products. Import
barriers will automatically produce higher prices on domestic steel, thus
further inflating the economy to the detriment of the American consumer.

4. Accentuate the soild waste problem.

President Johnson, in his March 8, 1968, message to Congress said that
“the problem is not only to learn how to get rid of these substances (solid
waste)—but also how to convert waste economically into useful materials.”
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Much of this conversion process would be cutback by a loss of foreign
markets. Our streets and roads would be littered with ever increasing
mountains of used cars and other solid wastes.

5. Produce unemployment.

Many of the 50,000 employees of the scrap industry are directly involved
in the export trade. Reduction of exports will bring job losses for employees.
in our firms. It will also reduce job opportunities for those workers employed
by firms which sell domestically but which also rely on export sales.

6. Cutback the highway beautification program.

There is growing recognition that no amount of screening or landscaping
can possibly hide the ever-mounting piles of junked cars along the nation’s
highways. Beautification can be best accomplished by accelerating the scrap
cycle, by finding new uses and new markets for these discards of our civiliza-
tion. Reduction in scrap exports will make the job more difficult, because more
and more scrap from old automobiles is being exported.

7. Cause further damage to the iron and steel scrap industry.

Without the export market’s leveling effect on prices; the bottom will drop
out of the market. For many processers, it will not be economically possible to
stay in business. This is particularly true for firms located in our coastal
areas.

8. Damage the domestic steel industry.

Toreign steelmakers hampered by American quotas would defend them-
selves by reducing prices to customers who now import steel from the United
States. This would be a death blow to our steel industry’s remaining export
market.

I would like to thank the members of this committee for the opportunity you
have given me to present the views of the Scrap Industry Trade Policy Council
on the tariff and trade proposals now before you. We will be most happy to furnish
you with any additional facts on our industry which will be helpful to your
further study of the subject.

Scrar INDUSTRY TRADE Poricy COUNCIL
Chairman: Hugo Neu, Hugo Neu Corp., New York, N.Y.

EXECUTIVE COMMITTEE

Nathan S. Addlestone, Steelmet Inter-
national Corp., Charleston, S.C.

H. J. Afram, Afram Brothers Co., Mil-
waukee, Wisconsin

Gerard V. Bonomo, Schiavone-Bonomo
Corp., Jersey City, N.J.

Mpyron L. Chase, Schiavone-Chase Corp.,
New York, N.Y.

Joseph Cohen, General Scrap Iron, Inc,
Providence, Rhode Island

Stanley Diefenthal, Southern Scrap
Converting Co., Ltd., New Orleans, La.

Frank B. Gordon, Harcon Corp., Chel-
sea, Mass

Paul W. Learner, The Learzer Co., Oak-
land, Calif.

Edward D. Levy, Edward Levy Metals,
Inc., New Orleans, La.

The Cramaran. Thank yonu, sir.

Are there any questions?
Mr. Curas. Yes.

Ralph Michaels, Hyman-Michaels Co.,
Chicago, I1l.

S. A. Newirth, Associated Metals & Min-
erals Corp., New York, N.Y.
Joseph 8. Schapiro, National Iron &
Metal Co., Terminal Island, Calif.
Joseph Schiavone, M. Schiavone & Sons,
Inc.,, New Haven, Conn.

Leonard Schnitzer, Schnitzer Steel Prod-
ucts Co., Portland, Oregon

Richard Schwartz, Commercial Metals
Co., Dallas, Texas

Marshall Shapiro, The Purdy Company,
San Francisco, Calif.

Leslie Sussman, General Metals of Ta-
coma, Inc., Tacoma, Wash.

Sol Walker, Sol Walker & Co., Tampa,
Fla.

I wonder if you would clear up one point for me. You point out the

decline of the use of scrap by our domestic steel industry essentially
because they are moving to the oxygen process. Yet there is an increase
apparently in the exporting of serap abroad but yet it has been pointed
out that Japan and Western Europe to some degree were ahead of us
in using the oxygen process.
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Why is there an increased market for scrap iron?

Mr. Neu. That is a good question. The steel industry abroad has
grown. Therefore, formerly, say 10 years ago, the Japanese steel indus-
try used 40 percent steel, 40 percent scrap on 20 million tons imported
which meant 8 million tons. Today they use 10 percent on 70 million
tons so that it still means 7 million tons.

Mr. Corris. I see. It is true that they use less scrap per ton but they
are producing more tons and therefore they are a bigger market for
serap. ‘

Mr. Neu. Right.

Mr. Corris. Thank you. !

The Cramrman. Arethere any further questions?

Mr. Busa. Mr. Chairman. ‘

The Caammman. Mr. Bush. ‘

Mr. Busa. Mr. Neu, one of my colleagues told me that your com-
pany, together with a company from Arizona, is involved in a project
of selling several million tons per year of iron pellets to the steel mills
in Japan which he tells me will substantially and favorably affect our
balance of payments. v

Recognizing that we have a time problem, could you tell us just
briefly for the record about this project and what effect it might have.

Mr. Neu. It is a low grade mine which is being studied at the
moment, being opened up. It looks quite favorable. We are negotiating
for the sale of five million tons of these pellets for 10 years to Japan.

It has been indicated to us that Japan recognizes the necessity of
having to buy more products or more material in the United States
because of their exports of steel to the United States.

I am, frankly, as I stated before, afraid if there was any such thing
as restrictions on the import of steel that they would not buy these
pellets.

Mr. Busu. That answers the question.

Thank you, sir. ‘

T have no more questions. ‘

The CHAIRMAN. Are there any further questions?

If not, again we thank you for coming to the committee.

Mr. Nru. Thank you. ?

The Cramrman. Mr. Gannaway.

Mr. Gannaway, we are happy to have you with us today and with
you Mr. Searls. \

STATEMENT OF CHARLES B. GANNAWAY, CHAIRMAN, AD HOC
COMMITTEE OF GALVANIZED ELECTRICAL TRANSMISSION
TOWER FABRICATORS; ACCOMPANIED BY DAVID T. SEARLS,
COUNSEL

Mr. Gannvaway. Thank you very much.

Mr. Chairman and members of the House Committee on Ways and
Means, I certainly appreciate the opportunity of being afforded the
opportunity to appear in front of you this evening on a subject that
vitally affects my industry. ‘

My name is Charles B. Gannaway. I am currently consultant to and
a member of the board of directors of Flint Steel Corporation of
Tulsa. Okla.
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Prior to retiring on January 1, 1968, I was executive vice president
of this company and the operating head. My service with this company
extends from 1935 to the present time.

We have been in the business of fabricating transmission towers
since 1937.

I am chairman of the ad hoc committee of Galvanized Transmission
Tower Fabricators who, on June 21, 1966, filed a complaint with the
Honorable Lester D. Johnson, Commissioner of Customs alleging that
the Italian Government was subsidizing exports of cell transmission
towers into this country.

This committee is comprised of representatives of nine principal
domestic fabricators of transmission towers, with a total of 18 plants.

Galvanized electrical transmission towers are used by the utility
companies to support high voltage lines for the transmission of electric
power across country.

With me today is Mr. David Searls, a senior partner in the law firm
of Vinson, Elkins, Weems, and Searls, in Houston.

Mr. Searls is counsel for our ad hoc committee.

Mr. Chairman, with your permission I would like to make a few
brief comments concerning the problems that we face with respect to
foreign imports of transmission towers and I have filed for your con-
sideration and offered for the record a more complete statement.

The Cramman. That will appear in the record without objection.
Mr. Gannaway.

Mr. Gannaway. Qur company first became aware of the serious
situation that we faced in the importation of transmission towers from
Ttaly in 1964 when we lost a rather sizeable contract to an Italian fab-
ricator. The amount of the contract was in the neighborhood of one
and a quarter million dollars.

We lost this contract by something like $70,000. At that time I
visited with members of the TVA. I visited with our representatives in
the House and Senate and we made a rather intensive study in an
effort to convince the Tennessee Valley Authority that it was in our
interest and the interest of this country to purchase these towers locally
but the contract was eventually awarded to the Italians.

Imports of galvanized transmission towers have been increasing at
an alarming rate since 1964.

In the year 1965, 25 percent of the total domestic market was fur-
nished by foreign concerns.

We area small company and, realizing that we were facing increased
competition from foreign sources selling at prices significantly below
what we at Flint could meet, we enlisted the help of other domestic
Eroducers and formed an ad hoc committee in early 1966, the purpose

eing to determine what was happening to our industry as a result
of these imports.

Our investigation revealed that the Italian producers of electrical
transmission towers shipping into this country were being subsidized
in one way or another by the Italian Government under Italian law
No. 639 of July 5, 1964, and in the amount of approximately $25 per
ton and also they were being subsidized in the amount of 7.8 percent of
the export price under Italian law No. 570 of July 31, 1954, and as
implemented by law number 1162 of November 15,1964.
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It is our estimate that the total subsidies paid under these two Italian
laws amounts to somewhere between $38 and $45 per ton.

Our further investigation revealed that our Treasury Department
was not imposing countervailing duties against the Italian producers
as required under section 303 of the Tarifl Act of 1930 and the law
plainly states that subsidies shall be countervailed.

Mr. Chairman, the above-mentioned conditions were pointed out in
our submission to Director of Customs and the Treasury Department
on June 21, 1966. |

Since our filing and to date on all electrical tower contracts on
which foreign competition was invited to bid an estimated 191,000
tons or 83 percent went to foreign producers and 26,500 or a mere 12
percent went to our domestic producers.

I might add that all governmental agencies invite foreign bids. This
does not happen to be the case with private power companies. We do
not, as a company, bid on a great many of these large governmental
contracts, the reason being that we are not competitive, we have not
been competitive for the last several years with the Italians and can-
not go to the expense of preparing a bid that would be obviously lost.

After 10 months of investigation, the Treasury Department 1ssued
an order effective May 22, 1967, that provided for the countervailing
duty assessment of $20 per net ton against the refund of galvanized
electrical transmission towers under Italian law 639.

I highly commend the Treasury for the action taken.

However, according to judicial interpretation of a grant or bounty
under our countervailing law I believe the Treasury Department
should have countervailed in the full amount of our request.

Now, after another 14 months we still have not received a de-
cision from the Treasury Department on the remission of taxes under
Italian law No. 570, and strongly feel that Treasury should counter-
vail in the full amount of the subsidy granted under this law.

‘We have made repeated contacts with the Treasury Department for
a decision but as of this time we have not received any decision one
way or the other.

I wish to again emphasize that we have very serious problems with
our subsidized competition and with our much higher labor cost and
with the subsidies that are granted to our competition we cannot com-
pete for the domestic tower business in this country. We do not believe
that it is within the interest of our national security that the domestic
tower fabricators be completely put out of business by foreign
competition. ‘

Were it not for the fact that we do receive a number of contracts
from private utility companies who will not accept foreign bids, we
would not have been able to maintain our plants at a percent of
capacity.

Mr. Chairman, we urge that in fairness to us and to our employees
and to the balance-of-payments problem that this country faces and
in the interest of our national security, as I mentioned, that this case
be brought to a successful conclusion as soon as possible.

My more complete statement has been filed for your consideration,
sir. ‘
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The CramryanN. Yes, it will be included in the record.

(Mr. Gannaway’s prepared statement and statement of David T.
Searls, counsel, follow :)

STATEMENT OF CHARLES B. GANNAWAY, JR.,, CHAIRMAN OF THE Ap Hoc COMMITTEE
OF GALVANIZED ELECTRICAL TRANSMISSION TOWER FABRICATORS

INTRODUCTORY COMMENTS

My name is Charles B. Gannaway, Jr. I am currently a member of the Board
of Directors and consultant to Flint Steel Corporation, which is headquartered in
Tulsa, Oklahoma. Prior to retiring on January 1, 1968, I was Executive Vice
President and chief operating officer of Flint Steel and in the fabricating tower
business for over 40 years. Also, I am Chairman of the Ad Hoe Committee of Gal-
vanized Electrical Transmission Tower Fabricators (representing 95% of the
available production), which filed the complaint with the Treasury Department
that Italy was subsidizing exports of steel transmission tower components. The
Ald Et[soc Committee consists of the following fabricators with a total of eighteen
plants:

Anchor Metals, Hurst, Texas; Bethlehem Steel Corp., Bethlehem, Pa.;
Blaw-Knox Company, Pittsburgh, Pa.; Creamer and Dunlap, Tulsa, Okla-
homa; Flint Steel Corp., Tulsa, Oklahoma; Lehigh Structural Steel Co.,
Allentown, Pa.; Muskogee Iron Works, Muskogee, Oklahoma ; Nashville
Bridge Co., Nashville, Tennessee; and United States Steel Corp., Pittsburgh,
Pa.

With me today is Mr. David T. Searls, a senior partner in the law firm of Vin-
son, Elkins, Weems and Searls in Houston, Texas. Mr. Searls is counsel for our
Ad Hoc Committee,

I would like to provide some information as to what a small company faces in
dealing with foreign imports.

Flint Steel has two plants located in Oklahoma and Tennessee and employs
225 workers in the production of electrical transmission towers.

Although imports of galvanized fabricated structural steel units for the erec-
tion of electrical transmission towers, especially those produced in Italy, have
been coming into the United States at an increasing rate since 1956, the influx
of these imports became quite alarming to our company and its workers in 1965
because they commanded over 25% of the market in the United States and were
selling at prices significantly below what we could meet.

What should a company like ours do in that situation? First, we evaluated
our competition, both domestic and foreign. Our evaluation showed that foreign
competition had taken a large share of the increasing demand that should have
been produced by domestic producers and their employees. In addition to being
a problem for us, imports of electrical transmission towers were, and still are,
an industry problem also. What alternatives were available to Flint Steel to
combat this competition? Wholly aside from the fact that any effort to solve the
problem by purchase of lower cost foreign steel mill products would have further
aggravated an already critical problem for the steel industry, it would not have
tended to solve the problem of the tower industry because here the real problem
is the granting of rebates to encourage exports. Since the Italian Government was
granting rebates to encourage exports and these rebates are established within
the Italian Government’s tax system, any cost saving that Flint Steel might
realize by purchasing foreign steel could readily be offset by the Italian Govern-
ment merely by granting higher rebates under their tax system to make their
producers more competitive in the export market. We wanted to go with reliable
availability of domestic suppliers of steel mill products.

Consequently, Mr. Chairman, we immediately recognized that only the govern-
ment could assume the responsibility of providing an international trade climate
in which our business enterprise could compete fairly. Since our problem with
foreign competition was generated by subsidies from the Italian Government, we
enlisted the help of other domestic producers to seek government assistance under
our countervailing duty laws.

‘With this as background, I will describe our experience in pursuing counter-
vailing duties against imports of Italian electrical transmission towers.
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REQUEST FOR COUNTERVAILING DUTIES ON IMPORTS OF ELECTRICAL TRANSMISSION
TOWERS FROM ITALY

The Ad Hoc Committee under date of June 21, 1966, filed with the Commissioner
of Customs certain information which they believed was sufficient to require the
imposition of countervailing duties under Section 303 of the Tariff Act of 1930
(19 U.S.C. § 1303) on imports of these goods from Italy. This information showed
that the countervailing duty should be in the sum of (1) at least $24.32 per net
ton as the subsidy granted under Italian Law No. 639 and (2) an amount equal
to 7.8% of the export sales price which is the subsidy made under Italian Law No.
570. These refunds are not granted on market sales in Italy.

Imports of electrical transmission towers increased during the period 1956
through 1965 to the point that one of the major Italian tower manufacturers
was able in 1965 to contract for the sale of 57,000 net tons, or over 25% of the
estimated market in the United States. Even more distressing is the fact that
since May, 1966, on all electrical transmission tower contracts on which foreign
competition was invited to bid, an estimated 191,000 tons went foreign and 26,000
tons went to domestic producers. More simply stated, while countervailing duties
were being pursued during the last two years, foreign producers received about
889 of the total business that they were invited to bid on in the United States
while domestic producers received only 12%. Approximately 849, of the total
electrical transmission tower business placed with foreign producers during this
period was ordered by our federal and local governmental agencies; and to the
best of my knowledge, all governmental agencies invited foreign bids. This is not
always the case when private utilities seek bids for electrical transmission towers.

This foreign market penetration has become intolerable, If current uncer-
tainties connected with imports and our foreign trade policy generally should con-
tinue, it will be too great a risk for our industry and other industries to continue
to make large capital investments in facilities. If we cannot compete in our own
market, we face the prospect of extinction.

PRODUCT DESCRIPTION

Blectrical transmission towers are designed and built to support transmission
wires and cables through which electrical current in potentials of 66 KV to as
much as 500 KV is transmitted between electrical generating stations and sub-
stations. Most transmission towers are specially designed for the terrain over
which the transmission line will pass and to carry the particular stresses and
loads which will be imposed on the tower, by wind pressure, by the pulls exerted
by the wires and cables when attached to the tower structure, and by other
forces.

The structural steel units for electrical transmission towers are sold in the
United States to private utilities and government agencies, such as the Tennes-
see Valley Authority, Bonneville Power Administration, and the Bureau of
Reclamation. ‘

ITALIAN LAWS THAT PERMIT BOUNTIES OR GRANTS

Law No. 639 of July 5, 1964, of the Republic of Italy provides for refunds of
customs duties, border fees, stamp taxes, mortgage and insurance taxes, regis-
tration taxes, manufacturing excise taxes, vehicle taxes, and other like taxes on
the exportation of selected products, including fabricated galvanized structural
steel units for electrical transmission towers.

The report of the Minister of Finance on' the introduction of Law No. 639
to the Italian Cabinet clearly demonstrates that the intent of the Italian Govern-
ment was to use such law as a financial inducement to encourage its export
program. The following statement made by the Minister of Finance described the
social and economic conditions that the provisions of Law No. 639 were designed
to overcome :

“Legislative measure was in answer to the ascertained necessity of cor-
recting, even though partially, those disparities which, because of different
social and fiscal systems in various countries, were altering at our expense
the competitive position of our products compared to foreign products,
putting Italian industry in a position of inferiority.

P £ » & " * *
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“For this purpose, the enclosed hill has been designed to provide, beginning
January 1, 1964, for reimbursement of custom duties and expenses and of
internal indirect impositions different from the general transaction tax,
swhich have burdened, directly or indirectly, on the manufacture of metal-
mechanieal industry products.”

Tt is significant to note that the Court of Justice of the European Economic
Community questioned the refunds granted under Italian Law No. 639 as being
contrary to the provisions of the Treaty of Rome. As a result of the court’s
investigation, the Italian Government has progressively reduced from $26.13 per
net ton to $5.23 per net ton the refund on exportation of products of its metal-
mechanical industry to Common Market countries. However, it continued to
maintain the rate of $26.13 per net ton on exports to the United States and
other countries not members of the Common Market.

Law No. 570 of July 31, 1954, as implemented by a decree of the President
of the Republic of Italy and by Law No. 1162 of November 15, 1964, provides
for the refund of transaction taxes (more commonly referred to as IGE taxes)
on the exportation of Italian products generally. The Italian transaction tax
is a pyramiding tax in that the product is subject to the tax based on its invoice
price at each transfer of title. A highly integrated producer of a given product
suffers less incidence of transaction tax in the manufacture of his product than
a manufacturer with less vertical integration in his manufacturing facilities.
However, the rate of refund for the exported product is a fixed per cent of the
invoice value which is available to all exporters regardless of the amount of
tax incurred. In other words, a large producer is granted a refund on exports
regardless of whether or not it paid any transaction taxes.

ENFORCEMENT OF COUNTERVAILING DUTY LAW

While this case involves only fabricated structural steel units used in the
erection of electrical transmission towers, great importance is attached to the
decision yet to be made on other taxes refunded under Italian Law No. 570.
American commerce generally will be affected by this decision. It offers some
help to one of the foreign trade problems facing the American business commu-
nity which the President recently recognized publicly by saying that:

“American commerce is at a disadvantage because of the tax systems
of some of our trading partners. Some nations give across-the-board rebates
on exports which leave their ports and impose special border tax charges
on our goods entering their country.”

One of the most pressing problems faced by the United States today is the
constant deficit in our balance of payments. The domestic tower fabricators
feel that no country has the right to obtain dollars from the United States by
subsidizing exports through tax rebates while using the same taxes to discourage
imports into its territory. Because the Countervailing Duty Law affords an im-
portant means of dealing with this unfair trade practice which is disruptive
of international trade, the domestic tower fabricators urge that this case be
brought to a successful conclusion assoon as possible.

STATEMENT OF JUDICIAL INTERPRETATION OF U.S. COUNTERVAILING DUTY Law
AND THE SUBSIDIES GRANTED BY TAX REBATES IN FOREIGN COUNTRIES BY
Davip T. SEARLS oF THE Law FIRM OF VINSON, ELKINS, WEEMS & SEARLS,
HousToxN, TEX.

JUDICIAL INTERPRETATION AS TO WHAT Is A BOUNTY
UNDER COUNTERVAILING DUTY LAW

In the most wide-sweeping and explicit language used by a court in defining the
broad scope of the Countervailing Duty Statute in applyving to all types of boun-
ties or grants, the Court of Customs Appeals stated in Nicholas & Co. v. U.8.,
7 Ct. Cust. App. 97, affirmed 249 U.S. 34, 1916 :

“The piain, explicit, and unequivocal purpose of this section is that when-
ever a foreign power or dependency or any political subdivision of a govern-
ment shall give any aid or any advantage to exporters of goods imported
into this country therefrom, whereby they may be sold for less in compe-
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tition with our domestic goods, the duties on them shall be increased to that
extent, and it is the result of such aid or advantage that Congress seeks
to countervail, regardless of whatever name or in whatever manner or form
or for whatever purpose it was given, and whether the thing done be called
‘allowance,” ‘bonification,” ‘bounty,’ ‘grant,” ‘drawback,’ or what, matters
not; the question is whether or not the result would be to admit the mer-
chandise to our markets at a lower cost price.”

In the Nicholas case Treasury had imposed countervailing duties on imported
British spirits after finding that the British government gave an allowance
of a specified sum upon export of the item from the United Kingdom. An
appeal was taken from the Court of Customs Appeals to the United States
Supreme Court, which affirmed the lower court in an opinion written by Mr.
Justice McKenna. The British contended that the allowance that provided for
exportation was not a bounty but was compensation to the distiller and rectifier
for costs due to excise restrictions. In reviewing this contention the Supreme
Court said the issue was much more simple than the British were attempting
to make it and concluded that the allowance paid to the exporter of spirits
restlted in the sale of such spirits to other countries being “relieved from a
burden that their sale in the United Kingdom must bear. There is a benefit,
therefore, in exportation,—an inducement to seek the foreign market.” The Su-
preme Court addressed itself to the meaning of the term “bounty” or “grant”
used in the Tariff Act of 1913 and made the following definition :

“The statute was addressed to a condition, and its words must be con-
sidered as intending to define it, and all of them—‘grant’ as well as ‘bounty’—
must be given effect. If the word ‘bounty’ has a limited sense, the word
‘grant’ has not. A word of broader significance than ‘grant’ could not have
been used. Like its synonyms ‘give’ and ‘bestow’, it expresses a concession,—
the conferring of something by one person upon another. And if the ‘some-
thing’ be conferred by a country ‘upon the exportation of any article or
merchandise,” a countervailing duty .is required by Paragraph E.”

In an earlier case the Supreme Court of the United States had supported
the Treasury finding that sugar exported from Russia was receiving a bounty ;
Treasury had applied countervailing duties to this commodity under the Tariff
Act of 1897. In that case the effect of the Russian law was to impose a tax on
all sugar produced but to remit that tax upon all sugar that was exported.
The court said in part: '

“When a tax is imposed upon all sugar produced, but is remitted upon
all sugar exported, then, by whatever process or in whatever manner, or
whatever name, it is disguised, it is a bounty upon exportation.” (Downs v.
U.S., 187 U.8. 496 at 515.) :

The Downs and Nicholas cases are very important to this country. Both cases
establish the fact that the statute in using the terms “bounty” or “grant” meant
to include any type of advantage given to the exportation of goods whether by
direct or indirect means and whether by tax remission or otherwise. Although
both of these Supreme Court decisions antedated GATT and interpreted earlier
provisions of the Tariff Statute, it is believed that unless the Supreme Court of
the United States overrules these decisions'that they must be controlling in the
application of the present Countervailing Duty Statute. Under the Protocol of
Provisional Application of the GATT, the signatories provided that they would
apply that part of the agreement which dealt with countervailing duties “to the
fullest extent not inconsistent with existing legislation”, and in any event the
treasury decision in deciding part of our transmission tower case shows they
recognize that GATT is not an impedient to the application of the Countervailing
Duty Statute which remains unaffected by the General Agreement.

TAX HARMONIZATION BETWEEN MEMBER COUNTRIES OF EUROPEAN ECONOMIC
COMMUNITY

If the use of the internal tax systems of foreign countries to grant refunds on
exports remains unchecked, the steel industry—indeed all industries—will be
placed at an even greater disadvantage in the future since all EEC countries
are to adopt a uniform value-added tax system by 1970. In many of these coun-
tries, including Italy, this will mean that the VAT system will replace the ex-
isting transaction tax. Reportedly Italy is considering reducing its payroll taxes,
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which are not rebatable, for turnover taxes which are rebatable under the
GATT rules. It is possible that the taxes under Italian Law No. 639 could be
incorporated into the VAT system. The new value-added tax will raise the
existing rates in all countries except France. Although it is not certain what the
tax rate will be, it is generally considered that it will be about 15% as compared
to Italy’s present rebate of 7.8% on these transmission tower components.
Germany has already gone to the value-added tax this year with a 10% rate which
will increase to 119 on July 1, 1968, and presumably to around 15% by 1970. The
proposed rates under the VAT systems will be higher by virtue of a shift in
the incidence of taxation between different tax sources. Consequently, the
border tax will be higher for imports, and the tax remission on exports will be
greater. Furthermore, the border tax is imposed on the CIF value of the steel
products we send into EEC countries plus the tariff duties added to the CIF
price. And in Germany the cost of freight from the port to the first inland
point of destination is added into the base upon which the value-added tax rate is
imposed. In effect this will likely more than offset any reductions of tariffs
recently made by EEC countries during the Kennedy Round Negotiations. It
will be more costly for us to export to these countries, and foreign manufacturers
will be given greater incentive to export to the United States.

Another objective of the tax harmonization program is to eliminate tax
frontiers between EEC countries. Taxes would not be refunded on exports or
imposed on imports when the sales transaction takes place between these EEC
countries. Tax harmonization was brought about in the EEC because there were
complaints within the Community that the system of providing compensation
tax on imports and tax rebates on exports did not work fairly. It was alleged
that differences in tax structure of member countries lead to inequities. West
Germany lodged the most vigorous protest against these inequities.

The Report of the Subcommittee on Foreign Economic Policy of the Joint
Economic Committee of the Congress of the United States stated:

“The Buropean Common Market practice of rebating their own indirect
taxes on their exports and levying these same taxes on imports—a practice
sanctioned, incidentally, by the rules of the GATT—constitutes a con-
spicuous form of discrimination against U.S. exports. Moreover, similar
border adjustments by the United States would be an ineffective weapon,
neither mitigating nor offsetting the discriminatory process, because the
tax structure of the United States places relatively small emphasis on
indirect taxes. This issue is one that the United States will have to resolve.”
(90th Congress, First Session, 1967)

In an industry closely related to the transmission tower business, Mr. John R.
Morrill, of Kearney-National, Inc., commented on the effect of the remission of
these turnover taxes on circuit breakers. He cited a striking example to demon-
strate the importance of the remission of these taxes on the ability of foreign
manufacturers to sell in the United States market:

“In addition to such grants, these governments also give credits or rebates
of taxes because of export shipments. They suspend excise, value-added or
turnover taxes which would normally be paid on materials these manu-
facturers use.

“In France, the remission of the value-added ‘tax allows a French circuit-
breaker manufacturer to sell a high-voltage breaker in the US at around
$200,000 while the French power system pays around $350,000 to these same
manufacturers for comparable breakers. US suppliers price comparable
breakers at $300,000.

“Furthermore, foreign governments finance development programs. It
seems likely that French President Charles deGaulle did this for the French
manufacturer, Delle, so that Delle could develop the 735-kv circuit breakers
for Hydro Quebec.” (Electrical World, March 11, 1968)

TREASURY’S INTERPRETATION OF COUNTERVAILING DUTIES COVERED BY GENERAL
AGREEMENT ON TARIFFS AND TRADE

The United States is a contracting party under the General Agreement on
Tariffs and Trade (commonly referred to as GATT). The GATT permits signa-
tory nations to impose countervailing duties, but under more stringent require-
ments than those of our domestic legislation. Article VI of the GATT, the pro-
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vision authorizing countervailing duties, requires a showing that the importation
of the products in question either causes or threatens “material injury to an
established domestic industry, or is such as to retard materially the establishment
of a domestic industry”. Section 303 of the Tariff Act of 1930 requires no such
showing.

The most significant difference, however, is that Article VI of the GATT pro-
hibits the imposition of countervailing duties where the exporting country has
exempted “such product from duties or taxes borne by a like product when des-
tined for consumption in the country of origin or exportation, or by reason of
the refund of such duty or tax.”

[Ad Article XVI of GATT makes the distinction in this language: “The
exemption of an exported product from duties or taxes borne by the like
product when destined for domestic consumption, or the remission of such
duties or taxes in amounts not in excess of those which have accrued, shall not
be deemed to be a subsidy.”] :

This exception under GATT is commonly described as prohibiting counter-
vailing duties as an offset to “indirect taxes”. “Indirect taxes” is understood to
mean those taxes assessed against the product itself as distinguished from a
tax related to the manufacturer. There is no such exception, and surely no such
distinction, either statutory or judicial, under the United States law.

‘When the United States became a contracting party to GATT, it entered into
the agreement pursuant to a Protocol of Provisional Application. This Protocol
provided, inter alia, that Part II of the GATT (Part II includes Article VI
relating to countervailing duties) would not affect existing inconsistent domestic
legislation of the Contracting Parties passed prior to October 30, 1947. Inasmuch
as our domestic law relating to countervailing duties is part of the Tariff Act
of 1930, it clearly falls within the ambit of the Protocol of Provisional Applica-
tion. Consequently, it would not be violative of the GATT for the United States
to impose countervailing duties pursuant to the standards of Section 303.

However, it may be that the delay we are experiencing in obtaining a decision
on the rebate of the Italian transaction tax is prompted by a desire to follow the
GATT “indirect taxes” exception when deciding whether to impose counter-
vailing duties under Section 303. We submit that the distinction between direct
and inidrect taxes and the tax incidence of each was unsound when formulated in
GATT; that most economists today repudiate the rationale behind such differ-
ence in treatment under GATT. Most important, we emphatically contend that
under our Countervailing Duty Law such distinction is totally irrelevant. The
concept of a “subsidy” as enunciated by our courts is controlling ; Treasury must
recognize these judicial decisions which hold that any rebate of taxes would be
a grant or bounty. ‘

CURRENT STATUS OF ENFORCEMENT OF COUNTERVAILING DUTY LAW IN THE
SALES OF IMPORTED ITALIAN STRUCTURAL UNITS FOR ELECTRICAL TRANSMISSION
TOWERS

After almost ten months of investigation, the Treasury Department issued an
order on April 21, 1967, that provided for an assessment commencing May 22 of
a countervailing duty of $20.00 per net ton on galvanized frabricated structural
steel units for the erection of electrical transmission towers imported from Italy.
The Treasury Department is to be highly commended for taking this action
against the refunds granted under Italian Law No. 639, and indeed we appreciate
their attempt to deal with this trade practice. However, according to the
Judicial interpretation of a grant or bounty under our Countervailing Duty Law,
we believe that an additional amount should have been assessed under Italian
Law No. 639. 3

To date (almost two years since our complaint was filed) Treasury has not
made a decision on the remission of taxes under Italian Law No. 570. We strongly
feel that the full amount of 7.89, of the export value of fabricated steel units con-
stitutes a grant or bounty under our statute and that countervailing duties in
such an amount should be promptly imposed. The amount of subsidy involved
in Italian Law No. 570 will vary with the export sales price. In the electrical
transmission tower case, we are requesting countervailing duties that range from
$14.00 to $22.00 per net ton. ;

28
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(The following letter was subsequently received by the committee
for inclusion in the record:)
VixsoN, BLrINs, WEEMS & SEARLS,
Houston, Tex., May 31, 1967.
Re Imposition of countervailing duties on imports of Italian galvanized electrical
transmission towers.

Mr. CHARLES B. GANNAWAY, Jr.,
Chairman, Ad Hoc Committee,

Galvanized Transmission Tower Fabricators,
Flint Steel Corp., Tulsa, Okla.

DeAR MR. GANNAWAY: On behalf of the Ad Hoe Committee, you have asked
our opinion as to the advisability of and the procedure for contesting the Secre-
tary of Treasury’s decision to impose countervailing duties on the import of
Italian electrical transmission towers only to the extent of $20 per net ton under
Italian Law 639 and to impose no countervailing duties with respect to Italian
Law 570.

Before relating our detailed legal analysis of the problem, it seems appropriate
to summarize, at the outset, our recommendations which are as follows:

(1) That the Secretary of the Treasury, or his delegate, be approached with
a view to demonstrate that the amount of the countervailing duty as set forth
in his Order filed April 20, 1967, should be increased because it underestimates
the subsidy or bounty resulting from refunds pursuant to Italian Law 639 and
does not reflect at all the subsidy or bounty resulting from refunds pursuant to
Italian Law 570 ;

(2) That in the event the Secretary of the Treasury, or his delegate, does
not accept such a position, we should request him to ask for the Opinion of the
Attorney General of the United States as to the applicability of countervailing
duties in the instant circumstances;

(3) That in the event the Secretary of the Treasury, or his delegate, refuses
to so request the opinion of the Attorney General or in the event the Attorney
General does not sustain our position, the procedural steps outlined in Section
1516 (b), Title 19, of the United States Code, be complied with in order that the
Customs Court may be petitioned to uphold our position and impose the desired
countervailing duties; and

(4) That in the event the importers of Italian electrical transmission towers
protest the imposition of the countervailing duties in the amount of $20 per net
ton and proceed to litigation in the Customs Court, an amicus curiae brief be
filed in that action on behalf of the domestic fabricators.

OPINION

The statute which authorizes the imposition of countervailing duties on im-
ports into the United States is Section 303 of the Tariff Act of 1930, as amended
19 U.S.C. § 1303. This section provides as follows :

Whenever any country, dependency, colony, province, or other political sub-
division of government, person, partnership, association, cartel, or corporation
shall pay or bestow, directly or indirectly, any bounty or grant upon the manu-
facture or production or export of any article or merchandise manufactured or
produced in such country, dependency, colony, province, or other political sub-
division of government, and such article or merchandise is dutiable under the
provisions of this chapter, then upon the importation of any such article or
merchandise into the United States, whether the same shall be imported directly
from the country of production or otherwise, and whether such article or mer-
chandise is imported in the same condition as when exported from the country
of production or has been changed in condition by remanufacture or otherwise,
there shall and levied and paid, in all such cases, in addition to the duties other-
wise imposed by this chapter, an additional duty equal to the net amount of such
bounty or grant, however the same be paid or bestowed. The Secretary of the
Treasury shall from time to time ascertain and determine, or estimate, the net
amount of each such bounty or grant, and shall declare the net amount so de-
termined or estimated. The Secretary of the Treasury shall make all regula-
tions he may deem necessary for the identification of such articles and merchan-
dise and for the assessment and collection of such additional duties.
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This section, as it appeared in earlier Acts, has been interpreted by the Courts
to have extremely broad application. In Nicholas & Co. v. United States, 7 Ct.
Cust. App. 97, aff’d, 249 U.S. 34 (1916), the Court stated:

The plain, explicit and unequivocal purpose of this section is that whenever a
foreign power or dependency or any political subdivision of a government shall
give aid or any advantage to exporters of goods imported into this country there-
from, whereby they may be sold for less in competition with our domestic goods,
the duties on them shall be increased to that extent, and it is the result of such
aid or advantage that Congress seeks to countervail, regardless of whatever
name or in whatever manner or form or for whatever purpose it was given, and
whether the thing done be called “allowance,” “bonification,” “bounty,”’ “grant,’
“drawbdack,” or what, matters not; the question is whether or not the result
would be to admit the merchandise to our markets at a lower cost price. (Em-
phasis added.) ;

Likewise, in somewhat more succinct language, the Supreme Court stated, in
Downs v. United States, 187 U.S. 496 (1962) :

When a tax is imposed upon all sugar produced, but is remitted upon all sugar
exported, then by whatever process, or in whatever manner, or under whatever
name it is disguised, it is a bounty upon exportation.

The Court’s intepretation of this statute was just as broad in Passavent v.
United States, 169 U.S. 16 (1898) and United States v. Hils Bros. Co., 107 Fed.
107 (2nd Cir. 1901). ‘

It should be pointed out that the courts which decided the cases cited were
construing language more narrow in scope than the present language of section
303. TFor instance, in the Downs case, the Court was construing the language of
Section 5 of the Tariff Act of 1897 which was virtually identical to the present
language of Section 303 except in one important particular. Whereas, the present
language of Section 303 prohibits “any bounty or grant upon the manufacture
or production or export of any article or merchandise” imported into this
country, Section 5 of the Tariff Act of 1897 prohibits “any bounty or grant upon
the ewxportation of any article or merchandise” imported into this country.
The expansion of the language to include the “manufacture or production” can
probably be attributed to the fact that in the Hills Bros. case, the argument was
made that the excise tax refunds upon the export of sugar from Russia was
a refund or bounty upon production rather than upon exportation. The Court
held that the refund was in fact a refund upon exportation and not a refund
upon production. This hol~*: ~ ¢f the Hills Bros. case was quoted in the Downs
case, which likewise held vi». the bounty was upon exportation. Although no
legislative history te this effect has been found, it seems likely that Congress
amended the language cf the statute to make it broad enough to prevent
evasion of the countervailing duty by the exporting country’s denominating or
disguising some type of subsidy as being upon “production.”

We believe that a reading of section 303, especially in light of the judicial
interpretations, makes it clear that any time a government exempts from or
remits taxes upon exported goods that are levied upon or not remitted for goods
destined for domestic sale, such action requires the Secretary of the Treasury
to impose a countervailing duty to the extent of the net amount of such exemp-
tion or remission. It is quite clear that the duty of the Secretary of the Treasury
in this regard is mandatory rather than discretionary. The Attorney General of
the United States so advised the Secretary of the Treasury in his Opinion dated
June 2, 1936, 38 Op. Atty. Gen. 489, by stating that “it will thus be observed
‘that the duties of the Secretary of the Treasury under the Act are mandatory.”
In the same Opinion, the Attorney general observed that: “It is obvious from
the language itself that the scope of the Act is very broad.”

From what has thus far been said, it would seem that all that would be
necessary to effectuate the imposition of countervailing duties would be to show
that the refunds under Italian Laws 570 and 639 are not made with respect to
goods destined for domestic sale in Italy. However, the situation is complicated
by the fact that the United States is a Contracting party under GATT (General
Agreement on Tariffs and Trade). GATT also permits signatory nations to
impose countervailing duties, but under more stringent requirements than those
of our domestic legislation. Article VI of GATT (the provision authorizing
countervailing duties) requires a showing that the importation of the preducts
in question either causes or threatens “material injury to an established domestic
industry, or is such as to retard materially the establishment of a domestic
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industry.” Section 303 requires no such showing. Further, Article VI of GATT
prohibits the imposition of both anti-dumping and countervailing duties to
compensate for the same subsidization situation, whereas United States law
contains no such prohibition; however, the United States has never attempted
to levy both types of duty on the same importation.

The most significant difference, however, is that Article VI of GATT prohibits
the imposition of countervailing duties where the exporting country has exempted
“such product from duties or taxes borne by a like product when destined for
consumption in the country of origin or exportation, or by reason of the refund
of such duty or tax.” This exception under GATT is commonly described as
prohibiting countervailing duties as an offset to “indirect taxes.” “Indirect
taxes” is understood to mean those taxes “indirectly” imposed on the manu-
facturer or producer by virtue of being assessed “directly” against the product
itself (perhaps a sales tax on a finished product is the best example of a tax
imposed directly on the product). There is no such exception, either statutory
or judicial, under the United States law.

When the United States became a contracting party to GATT, it entered into
the argeement pursuant to a Protocol of Provisional Application. This Protocol
provided, infer alia, that Part IT of GATT (Part II includes Article VI relating
to countervailing duties) would not affect existing inconsistent domestic legisla-
tion of the Contracting Parties passed prior to October 30, 1947. Inasmuch as
our domestic law relating to countervailing duties is part of the Tariff Act of
1930, it clearly falls within the ambit of the Protocol of Provisional Application.
Consequently, it would not be violative of GATT for the United States to impose
countervailing duties pursuant to the standards of section 303, which are ad-
mittedly at variance with the standards of Article VI of GATT.

However, it is our understanding that the Secretary of the Treasury, perhaps
at the behest of the Secretary of State, has indicated his intention to follow the
GATT “indirect taxes” exception when deciding whether to impose countervail-
ing duties under section 303. Indeed, the Treasury Department has publicly stated
the foregoing to be their position. See Hearings on H.R. 1535, Customs Simpli-
fication Act of 1951, before the House Committee on Ways and Means 16 (1951) ;
The Contracting Parties to the General Agreement on Tariffs and Trade, Anti-
Dumping and Countervailing Duties 9—10 (1958). This position is taken despite
the fact that the Treasury Department does not feel that GATT supersedes our
domestic legislation as is evidenced by the fact that in none of the instances
where countervailing duties have been imposed (see 19 C.F.R. § 12.24(f) for a
listing of such items) has a showing of material injury been made.

Because of the position taken by the Treasury Department, it may well be that
we will be limited to arguing that countervailing duties should be imposed in
the instant situation even under the GATT exception for indirect taxes. Such an
argument can be made on two different bases. First, it can be pointed out that
the refunds under Italian Laws 570 and 639 are made on a flat-rate basis; that
is, these refunds are calculated on a product-by-weight basis without regard to
the taxes actually paid by the particular exporter. The common result of a flat-
rate refund procedure, even when the flat rate is determined with every inten-
tion to refund only the average taxes actually paid and nothing more, is that
some exporters will receive more by way of refund than they actually paid in
taxes and others will receive less. Because of this inherent difficulty, a flat-rate
refund at best can be considered only a refund of “estimated” or “average” taxes
and not a refund of actual “duties or taxes borne by the like product” as the
GATT exception provides. It is acknowledged that even under GATT, if the re-
fund exceeds the amount of taxes actually paid, the excess should be consid-
ered a subsidy. See Anti-Dumping and Countervailing Duties, a Report of a
Group of Experts for the General Agreement on Tariffs and Trade 20 (1961).
An argument of considerable force can be made to the effect that if a govern-
ment choose to premise its refunds on a flat-rate or “estimated” basis, where it
is certainly impractical, if not impossible, for the country of importation to de-
termine whether the refund exceeds the amount of taxes actually paid, the ex-
porting country should expect such exported goods to bear the burden of counter-
vailing duties or, at the very least, the exporter to have the burden of proof
as to the amount of direct taxes actually paid by him. Support for such an argu-
ment may be found in a recent EEC decision, The Commission of the European
Economic Community v. The Repudlic of Italy, Case No. 45/64 (Court of Justice
of the European Communities, 12-1-65 ), wherein the Court dealt specifically with
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Italian Law 639. Although the opinion of the Court did not accept the ECC
Commission’s argument that the flat-rate refund was violative per se, which argu-
ment had been accepted and recommended by the Advocate General at the hear-
ing o_f the case, the Court did hold as follows :

. “Since the Republic of Italy freely chose a flat-rate method, it must prove that
in all cases this method remains within the limits of Article 96 [Countervailing
Duties provision of the BEC Treaty].” |

. Thus, the Italian Government was ordered to furnish the necessary informa-
tion, supported by figures, regarding the products in question,

. A second approach to the position that the imposition of countervailing duties
in this instance would not be inconsistent with the GATT exception would be to
argue that the taxes forming the basis of the refunds under Italian Laws 570 and
639 are not, at least in the greater part, the type of “indirect taxes” envisioned by
the GATT exception. These taxes, it will be recalled, include custom duties on
the importation of zinec into Italy, transaction (IGE) taxes on product transfers
at every stage of production beginning with the raw materials, and transaction
taxes on the furnishing of heat, light and power which can be directly traced to
the manufacturing process. It can readily be seen that most of these taxes cannot
be traced any more directly into the finished product than can a “direct” tax such
as an income tax. It can be said that such taxes find their way into the cost of the
end product by virtue of being part of the total cost of manufacturing the goods
finally produced, but the same can be said of an income tax which is concededly
a “direct tax.” The situation envisioned by the GATT exception is that where a
transaction or sales tax is levied on the transfer of a finished product from one
entity to another before being exported and that tax is refunded or where a
transfer of a finished product is made f.0.b. the exporting country and all such
export sales are exempted from the exporting country’s normally imposed sales
tax. Such a position is given considerable 'support by the language of the GATT
exception which provides: '

“No product of the territory of any contracting party imported into the terri-
tory of any other contracting party shall be subject to anti-dumping or counter-
vailing duty by reason of the exemption of such product from duties or taxes
borne by the lilie product when destined for consumption in the country of origin
or1 (;e:ilportation, or by reason of the refund of such duties or taxes.” Emphasis
added.) |

The terms ‘“such product” and “like product” are meaningful only as a refer-
ence to the phrase “product ... imported into the territory of any other contract-
ing party” at the beginning of the sentence. The taxes imposed upon raw mate-
rials or semi-finished stages of production, to say nothing of taxes on heat, power
and light, can hardly be said to be imposed on a product “like” the product which
arrives in the importing country. In essence, not every tax that is “indirect” in
the sense that it is imposed upon some form of property as opposed to being im-
posed upon an economic entity, is “borne” directly by the finished product. It
would be formalistic indeed to except from the imposition of countervailing
duties, the exemption or refund of certain taxes, simply because of their de-
nomination, which can be no more directly traced into a finished product than an
income tax. As we understand the facts, the type of taxes which formed the
basis for the refund under Italian Laws 570 and 639 are too remote to be traced
directly into the products being imported into the United States.,

If relief cannot be obtained from the Secretary of the Treasury, or his dele-
gate, we would suggest asking him to request the Attorney General’s Opinion as
to the applicability of Section 303. Section 306 of Title 5 of the United States
Code requires the Department of Justice to render all legal opinions requested
by certain specified persons in the Executive Branch of the government, includ-
ing the head of the Treasury Department. Section 304 of Title 5 of the United
States Code authorizes the head of any Executive Department to require the
opinion of the Attorney General on any questions of law arising in the adminis-
tration of his Department. Of course, it is within the discretion of the Secretary
of the Treasury whether he makes such a request of the Attorney General. Con-
sequently, it is difficult to asses the probability of his so doing in the present
situation. The Attorney General has on three prior occasions given opinions re-
lating to countervailing duties and, as mentioned earlier in this opinion, has
indicated both that the application of such duties is mandatory and not discre-
tionary and that Section 303 has a ‘“very broad” application. See 38 Op. Atty.
Gen. 489 (1936) : 39 Op. Atty. Gen. 261 (1939) : 39 Op. Atty. Gen. 282 (1939).
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In the event the administrative procedures outlined above do not result in a
satisfactory decision to impose additional countervailing duty, it is recommended
that the necessary procedural steps be taken to place the mater within the juris-
diction of the Customs Court. Section 1583 of Title 28 of the United States Code
vests jurisdiction in the Customs Court as follows:

“The Customs Court shall have exclusive jurisdiction to review on protest the
decisions of any Collector of Customs, including all orders and findings entering
into the same, as to the rate and amount of the duties chargeable and as to all
exactions of whatever character within the jurisdiction of the Secretary of the
Treasury. . . .”

Tt has been held that this exclusive jurisdiction of the Customs Court includes
all protests made pursuant to Section 1516 (b) of Title 19 of the United States
Code. See North American Cement Corporation v. Anderson, 284 F.2d 591 (D.C.
Cir. 1960). Section 1516(b) governs protests by American manufacturers of
Treasury Department findings as to value of, classification of and rates of duties
on imported goods.

Before detailing the procedural steps required by Section 1516(b), it should
be pointed out that if it ultimately becomes necessary to litigate this matter in
the Customs Court, the Ad Hoc Committee will no longer be able to function as
such. Each of the procedural steps under Section 1516(b) must be taken by the
companies represented on the Ad Hoec Committee as individual entities, although
each company will be filing identical papers to comply with each step of the
procedure. See Manufacturers and Producers of Goat, Sheep and Cabretta Leath-
ers. ete. v. United States, 21 C.C.P.A. 591 (1934).

Section 1516(b) sets forth the following procedure to come within the juris-
diction of the Customs Court:

(1) The domestic manufacturer shall make a written request of the Secretary
of the Treasury to furnish the classification of and the rate of duty, if any, im-
posed upon designated imported merchandise of a class or kind manufactured,
produced, or sold at wholesale by him ;

(2) If dissatisfied with the status quo as reflected by the Secretary of the
Treasury’s response to that request, the domestic manufacturer must file a
complaint with the Secretary setting forth a description of the merchandise and
the classification and rate of duty he believes to be proper, and the reasons
for that belief;

(3) If the Secretary decides that the domestic manufacturer is correct, he
shall issue an order changing the classification and rate of duty and so inform
the complainant. If the Secretary decides that the status quo is correet, he shall
so inform the complainant. If dissatisfied with the decision of the Secretary, the
complainant must, within 30 days after the date of such decision, notify the
Secretary that he desires to protest the classification of or rate of duty assessed
upon the merchandise in question;

(4) Upon receipt of such notice of intent to protest, the Secretary will publish
notice of his decision of the proper classification and rate of duty and of the
domestic manufacturer’s desire to protest. Thereafter, the complainant shall
be notified of all entries of such merchandise after publication of the notice by
the Secretary at the ports of entry designated by the complainant in his notice
of desire to protest. The Secretary of the Treasury shall direct the Collector at
such port to notify the complainant immediately when the first of such entries
is liquidated. Within 80 days after the date of mailing to the complainant of
notice of such liquidation, the complainant must file with the Collector at such
port a protest in writing setting forth a description of the merchandise and the
classification and the rate of duty which he believes to be proper;

(5) A copy of such protest will be mailed by the Collector to the consignee
or his agent within 5 days after the mailing thereof so that such consignee or
his agent shall have the right to appear and be heard as a party in interest before
the United States Customs Court; and

(6) The Customs Court will then take jurisdiction of the protest and the
case will be set for hearing.

Sections 2631, et seq. of Title 28 of the United States Code set forth the proce-
dure to be followed in the Customs Court. Among these procedural provisions
is Section 2638 which provides that Section 1516(b) cases shall be given prece-
dence on the docket.

Section 1516 (b) cases are also given precedence in the Court of Customs and
Patent Appeals, pursuant to Section 2602 of Title 28 of the United States Code.
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If this matter reaches the Customs Court, we would no longer be faced with
the problem of reconciling the imposition of the desired countervailing duty
with the standards set forth in Article VI of GATT. It is our opinion that even
if a trade agreement such as GATT should conflict with domestic legislation,
the domestic legislation should control. This is so even though under interna-
tional law, the United States would be deemed guilty of violation of the inter-
national trade agreement. In the present matter, however, as we explained above,
the domestic legislation is not in conflict with GATT because of the Protocol
of Provisional Application. .

It should be pointed out that it is quite possible that the Secretary of the
Treasury’s decision to impose countervailing duties to the extent of $20 will be
protested by the importer of Italian electrical transmission towers. If so, domes-
tic manufacturers do not have the right to intervene as parties-in-interest in
such an action under the Customs Court’s Rules of Procedures. However, Rule
35 of the Customs Court’s Rules provides that the Court may permit other parties
to appear as amicus curiae and file briefs on the legal questions involved. Such
amicus curiae are not permitted to participate in the trial of the issues involved.
We believe that it would be advisable to request the Court to permit us to
file amicus curiae briefs in the event the importers do bring their protest to the
Customs Court. Inasmuch as domestic manufacturers are apparently not per-
mitted to participate as parties-in-interest, the outcome of that litigation should
not prejudice the domestic manufacturers’ own protests pursuant to section 1516
(b). As a protective measure, it may be advisable to attempt to intervene even
though no provision for intervention is made so as to lessen the chance of some
type of res judicata or collateral estoppel argument being successfully made in
the subsequent section 1516 (b) case. :

In conclusion, therefore, we believe that there is a good legal basis for the
imposition of additional duty to countervail the refunds under Italian Laws
570 and 639 and that such action should be sought first with the Treasury
Department and then, if necessary, in the Customs Court. On the basis of the
authorities cited and the arguments set forth above, we believe the possibility
of success in one or the other of these forums justifies proceeding in the sug-
gested manner.

Very truly yours,
Davip T. SEARLS, Counsel.

The Cuamrman. Are there any questions?

Mr. Corris. Yes.

The CaaRMAN. Mr. Curtis. ‘

Mr. Curts. First I want to thank Mr. Gannaway for his statement
and for coming before us and giving us this information. I am deeply
interested in the subject matter. ‘

To some degree you have pointed up some of the inadequacies that
you have experienced in application of the countervailing duty statute.
I am wondering if you have any recommendations of where the law
might be amended in a statutory way that would make it more useable.

Mr. GanNvaway. Do youmean law 303 ¢

Mzr. Corris. Yes. ‘

Mr. Gaxvaway. Mr. Congressman, I don’t believe the law needs
to be amended. I think it needs to be just followed.

Mr. Curris. Pardon me. Would you repeat that.

Mr. Ganvaway. Isay I don’t feel that the law needs to be amended.
I think it needs to be followed and it has not been followed. The law
is on the books. Maybe I should direct that question to Mr. Searls.

Mr. Curris. Yes, please respond to that if you would.

Mr. Searts. We don’t think there needs to be an amendment of this
lIaw, Congressman, because the law makes it mandatory upon the Sec-
retary of the Treasury to impose countervailing duties any time that
there is a bounty or grant made by a foreign country and, if the Sec-
retary of the Treasury would just go ahead and impose these counter-
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vailing duties because of the remission of taxes under Italian Law 570,
that would take care of the matter as far as these electric transmission
towers are concerned.

(See letter dated July 11,1968, at bottom of the page.)

Mr. Currrs. In your position statement you refer to the testimony
of John R. Morrill of Kearney-National, Inc. T am familiar with this.
It is possible to make the countervailing duty remedy more comprehen-
sive perhaps, but I agree with you that it could be used right now with
greater effect.

I would also like to say for the purpose of the record here that the
very fact that you don’t have to prove damage, which some people
point out as a weakness is in my judgment the very strength of the
countervailing duty. In these areas of unfair trade practices, just as we
found in our fair trade laws and our antitrust laws domestically it is
very difficult to prove damage. Therefore we use the device of treble
damage and other techniques to provide the individual companies that
are affected with a remedy that answers the economic problem.

If we would have this kind of self-discipline built into international
trade I think we would have a lot less of these unfair trade practices
being utilized.

I am most hopeful that the administration people who tend to audit
these hearings will pay attention to these points and will pay atten-
tion to what you have said here.

I feel a great deal of the reason we have these problems today, these
serious problems of imports, has been the failure, not just of this ad-
ministration but as a Republican I must say that it was true in the
Eisenhower administration, the failure to use the tools that we have
when legitimate cases were made against unfair trade practices. The
administration didn’t really respond.

I am very grateful to you gentlemen for taking the time to present
this case to us.

Mr. Gaxyaway. I mentioned this TVA contract. Had the $20 a ton
been assessed at that time, we would have won this contract by the
neighborhood of $190,000 at the $20 a ton that is being assessed now
against Italian Law 639.

Mr. Corris (presiding). The committee has heard testimony over
the years from some governmental agencies like TV A as to purchasing.
Allegations have been made that they are not very careful about look-
ing to see whether or not there are these kind of subsidies on the for-
eigners part and whether or not there are also cost items imposed on
our domestic producers which the foreign competitor is not subject to.

I want to thank you on behalf of the chairman and dismiss you.

(The following letter was subsequently received by the committee :)

VixnsoN, ELKINS, WEEMS & SEARLS,
Houston, Tex., July 11, 1968.
Hon. WILBUR MILLS,
Chairman of the Ways and Means Committee,
House of Representatives,
U.8. Congress, Washington, D.C.

DEeAR Sir: On June 18, 1968, Mr. Charles B. Gannaway testified on behalf of
the tower fabricators Ad Hoc Committee to discuss the problems which these
domestic concerns encountered from subsidized foreign imports; he related the
delay experienced in getting the Treasury Department to render a decision with
respect to the rebate of indirect transaction taxes by the Italian government to
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Italian exporters. Representative Thomas Curtis asked Mr. Gannaway and my-
self if anything needed to be done to strengthen our Countervailing Duty Statute
to guard against subsidized foreign products. Our answer at that time was that
the Countervailing Duty Statute was reasonably adequate, and the main in-
gredient required was proper enforcement by the government. I would ask that
this letter be included as part of the record to supplement our testimony on the
question asked.

Judicial interpretation of our Countervailing Duty Statute makes it clear
that any time a foreign government exempts from or remits taxes upon exported
goods while such taxes are levied upon or are not remitted for goods destined
for domestic sale such action constitutes a subsidy which requires the Secretary
of Treasury to impose a countervailing duty to the full extent of the amount of
such exemption or remission. Treasury in 1951 and again in 1958 publicly stated
its intention to follow the distinction made in the General Agreement on Tariffs
and Trade between the remission of direct and indirect taxes. [Hearings before
House Committee on Ways and Means, August 6-September 19, 1951, 82nd Cong.,
1st Sess., p. 16; Response to Questionnaire from GATT, see GATT Antidumping
and Countervailing Duties. Report of Group of Experts, p. 139 (1958).] How-
ever, these statements have been opinions of Treasury and not administrative
decisions. To our knowledge Treasury has never ruled on the question so that
it should feel free to conform to the Supreme Court interpretations of our statute.
These judicial interpretations make any distinction between direct and indirect
taxes totally irrelevant. It is clear that remission of any type of taxes on exports
constitutes a subsidy within the meaning of our statute. The Protocol of Pro-
visional Application of the GATT clearly exempted existing statutes; and the
Countervailing Duty Act has been in effect since 1897, so that it obviously comes
within the grandfather clause of GATT. Furthermore, Treasury has recognized
and understood this fact, since in applying the Countervailing Duty Statute it
does not require any showing of injury which is required by the GATT. We
submit that earlier Treasury statements about adhering to the distinction be-
tween direct and indirect taxes were in 'conflict with the existing statute. The
current disenchantment by many economists with the entire rationale behind
the direct and indirect tax distinctions made in GATT should make it easier for
Treasury to conform its present views to our Countervailing Duty Law and
treat the remission of any taxes as a subsidy.

The need for Treasury today to speak out in support of the existing Counter-
vailing Duty Statute and conform its interpretation to judicial decisions is most
important in view of the tax harmonization agreement of the European Economic
Community. By 1970 the effective rate on the value-added tax in the EEC
countries will likely be in the neighborhood of 15%. We are concerned that a
159, rebate on steel products will permit exporters an unfair advantage and
surely a substantial incentive to ship their products to this country. We are
quite hopeful that our Treasury Department will now take a position which
makes no distinction between direct and:indirect taxes and looks only to the
clear and compelling language of our statute.

Another possible deficiency in the administration of the statute is the manner
in which the amount of subsidy is calculated by the Treasury. The administra-
tive agency is not obliged to make known how it calculated the amount of
subsidy. As a matter of consistent practice, Treasury has merely published the
final amount it has determined constitutes a grant or bounty under our statute.
No explanation of the calculation is furnished to any interested parties. Further-
more, there is no adequate provision to judicially test the soundness of the
administrative calculations. We believe that this situation could be corrected by
a change in the Treasury Regulations which would require it to publish the
method of calculation. The factual underpinning of their calculations would
serve to demonstrate the reasonableness of their actions and would not make
such findings subject to attack unless the calculations showed a clear abuse of
discretion. Such a change in administrative practice would merely conform the
agency determinations to that conduct which is governed by the Administrative

. Procedure Act for most other administrative action. Although judicial prec-
edent has held that under our act Treasury is permitted almost complete dis-
cretion in the manner of calculating the subsidy, we submit that confidence in
the fairness of administrative action would be enhanced by Treasury publish-
ing the basis of its calculations. :

Another procedural amendment in the regulations could be made. A time limit
should be prescribed within which Treasury must make its decisions. We believe
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that a business which is experiencing dificulties with subsidized foreign im-
ports should be entitled to relief within at least a six-month period after it
has made known its complaint. In the transmission tower case two years have
elapsed without a final decision having been made.

The countervailing duty procedures do not lend themselves to very effective
relief for an entire industry if a domestic producer must pursue his remedies on
a product-by-product, nation-by-nation basis. In the steel industry, for example,
with the hundreds of TSUS product classifications and the fact that seven or
eight nations are major exporters of steel products to this country, it is easy
to visualize the complexities and time involved in seeking relief for the industry
when the remedies must be pursued on a product-by-product and nation-by-nation
basis. Without altering the substantive concept of our statute, perhaps an ex-
pedited and comprehensive procedure could be written into the regulations to
permit adjudication of subsidies granted on all steel products from a country
which rebates indirect or other taxes in an across-the-board manner. This would
certainly serve to provide a more efficacious remedy for an industry and not just
specific products within that industry. It must also be kept in mind that our
statute is only applicable to dutiable items and does not apply to products on
the free list. In negotiating on tariffs this should be a fact this country keeps
in mind.

A caveat that we wish to express is that economic policies followed by other
nations may thwart effective relief under this statute. For example, if Japan
and other nations pursue a policy of very low wage rates while this nation
pursues inflationary wage policies, it is entirely conceivable that even the im-
position of countervailing duties will not offset the significant cost differentials
between products made in low wage foreign countries and domestic products of
the United States.

We appreciate the opportunity afforded us of testifying on what we consider
to be an important trade matter. It is our hope that the foregoing suggestions
and comments may be of some assistance to this Committee in formulating a
proper trade policy.

Very truly yours,
Davip T. SEARLS, Counsel.

Mr. Curris. The next witness is Mr. Perrish, director, West Coast
Metal Importers Association.
Mbr. Perrish, will you identify yourself for the record and proceed.

STATEMENT OF JOHN QUIMBY, PAST DIRECTOR, WEST COAST
WETAL IMPORTERS ASSOCIATION

Alr. Qurarsy. AMe. Chairman and gentlemen of the committee, my
name is John Quimby, stand-in for Mr. Perrish who was unable to
make it today.

Mr. Corrrs. I see. Would you just identify your association.

My, Qumarsy. Tam a past director of the West Coast Metals Impor-
ters Association and professionally T am vice president of the Banton
Corp., a San Francisco-headquartered firm of importers of metals and
industrial supplies.

Mr. Cerris. We are glad to have you here and you may proceed.

Mr. Quarsy. Thank vou.

As our name indicates, our association is an organization of about
100 firms and individuals primarily engaged in supplying metal prod-
ucts to American industry.

Mr. Chairman, in view of the time of the day, you have our written
testimony which we would request be entered 1nto the record.

The Crramraran. Without objection that will appear in the record.

Mr. Quiney. Thank you.

I would like to make a very brief oral statement.
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The Cramrman. We appreciate your cooperating with us. You are
recognized.

Mr. Quinmey. Basically we have found that there are three main
reasons that we do have imports: that, one, the item or the quality is
presently not available in the United States; second, the strong desire
of small manufacturers to so-called tweak the nose of large, and in
the past quite indifferent, major steel mills; and, third, where there
has been a net cost savings after considering the much larger quantities
that most buyers must purchase, the fact that they do have to live with
inflexibility of delivery of 60 to 90 days or more into the future and
they must have more restrictive credit terms.

Speaking very briefly about the questions of possible continued
growth of the imports of steel and whether our present situation is
contrary or not, we have found in the past few years on the west coast
that United States Steel Corp., for example, has almost stopped the
import growth completely on bars, wire rods, baling wire, concrete
reinforcing mesh, and nails.

Basically this has been done through a readjustment of their pric-
ing system and much better service and much better quality to their
customers.

Actually, if you were to talk to an overseas manufacturer you would
find that the United States is the last place he wishes to sell his prod-
uct. This is true because the U.S. customers are the most demanding
customers in the world.

They are very quick to reject a shipment because the quality or
the condition of that shipment is not as it should be.

This is true because with their high labor costs they cannot afford
to recondition this material and still make a profit.

Naturally the overseas markets are much less critical for these
manufacturers to sell to. We have found also that imports have been
hurt by the new domestic steel policies of extremely prompt ship-
ment, mill stocks in many cases for their important customers, and
recently as you gentlemen are aware they have granted extended
credit terms to customers who would buy hedge-stricken inventories.

The preceding speakers have thoroughly covered, I believe, every
other conceivable facet of the issues before you, particularly the matter
of import quotas as to their relation to the import posture.

Suffice it to say that our association is opposed to the erection of
new trade barriers including import quotas. Our reasons are given in
detail in the written testimony submitted to your committee. They
are the same valid arguments advanced by the preceding speakers
who favor retention of our liberal trade policy which has proved in the
past to be in the best interest of our nation.

Considering the hour anything further would be redundant.

I would like to add our voice to those who oppose protectionism.

(Mr. Quimby’s prepared statement follows:)

STATEMENT OF JOEN QUIMBY, WEST COAST METAL IMPORTERS ASSOCIATION

(Testifying is WCMIA delegate John Quimby, vice president, Banton Corp., San
Francisco, Calif.)

Mr. Chairman and members of the Committee, the West Coast Metal Importers
Association welcomes this opportunity to present the case for foreign steel as
it affects the nation and especially the millions of consumers residing in our
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western states. Qur organization represents more than 100 of the leading metal
importers of the West Coast, and we are therefore perhaps as close to the
question under discussion today as any group of individuals could possibly be.

Based on our extensive experience in handling foreign steel, then, as well as
our natural concern over charges that the commodity we handle is disruptive
to the economy of our own country, we have found ourselves in a very necessary
position of making a highly-qualified appraisal of the demands of the domestic
steel industry. Our findings and our objective decisions should be of considerable
valuable to the intensive investigation now being conducted by this powerful
Committee. We sincerely appreciate the burden which rests on the shoulders
of the Committee members.

It is our considered opinion that upon your decision concerning the U.S.
foreign trade position, whether it be for steel or for any commodity, lie two
very clear courses for the future: the decision you make can either take us
into an era of further domestic and international economic development, or,
it could bring us to the precarious point of an international trade war.

Those seem to be the alternatives we are facing as we weigh the evidence
presented to this Committee on the subject of our general trade policies. Whether
the steel industry, or any other industry, likes it or not, this country’s trade
position must be considered within the framework of its total economy—and it is
an exceptional economist who does not espouse the value of world trade to the
United States.

As citizens, we object to current trade restrictions and to proposed trade
restrictions. As steelmen we object specifically to the proposed measure which
would place quotas on steel imports and to any other measures contrived to
protect the domestic industry from competition.

Our domestic steel industry is like the awakening giant. It is capable of
accomplishing most anything it sets its mind to, but during its sleep other
countries modernized and developed their own steel industries to become effec-
tively competitive. In the past eight years the awakening giant has roused
itself to bring about marvelous steps to modernization, through research and
development. Virtualy each year since that time, according to the U.S. Depart-
ment of Labor, it has lowered its employment cost per unit of output. But it
still claims to be unable to compete with foreign steel, so it very logically
appeals to the Government for protection from the intruder. We say “logically”
because as businessmen ourselves we certainly can’t blame the domestic industry
for seeking every device available to it to hold down the competition. Whether
or not it is successful in bringing the device of legislated import quotas into play
is another matter.

Should we, as taxpayers, provide what amounts to a subsidy to an industry
that neglected its own research and development until it discovered what the
rest of the world was doing? Should we provide a subsidy to the steel industry
to allow it more leverage to compete with other intruders into its self-proclaimed
market—such as our own plastics and aluminum industries?

Any trade policy that would prevent a free flow of imported steel would be
just that: a subsidy. Imported steel has actually forced the domestic industry
into its modernization program which is reducing the per unit production costs
every year. Would the industry be modernizing at a cost of nearly $3 billion per
year if steel imports had not brought it some competition? And let us not forget
the consumer. Without increasing foreign competition since 1959, where would
the cost per unit of steel production be today? And, consequently, where would
the cost of steel manufactures, consumer items, be today? If the domestic industry
succeeds in controlling steel imports through quotas or other devices, it is then
free again to grow at its own pace and to set its own price.

Steel imports have kept prices down, providing greater purchasing power to the
consumer. Remove the import competition and you remove a check and balance
system which has improved consumer purchasing power. Once removed, the
consumer pays more, and we are, thereby, out of our own pockets, subsidizing
domestic steel.

The West Coast Metal Importers Association would not expect our elected
representatives to support any legislation which has at its base a “consumer be
damned” prineciple. Yet, protection from foreign imports would seem to be saying
just that.

’ As a stimulator for domestic modernization, then, steel imports have been a
friend to the domestic industry—and certainly to the consumer.
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The very serious question of balance of payments most certainly must be con-
sidered in the context of trade controls. An important part of the balance of pay-
ments matter is the nation’s balance of trade—which last year registered a
surplus of $3.6 billion, one of the few bright spots in keeping the balance of pay-
ments from worsening. Trade controls, we are sure the Committee has been and
frequently will be reminded, would be more than likely to wipe out that surplus.
Nations which have threatened to retaliate against our further trade controls
are mot just registering idle protests. Our exports are needed by the world, that
is true, but we are not the only source of supply for our present trading part-
ners—and already these partners are preparing to buy from other countries,
including the Communists, if they find their own products turned back at our
borders. .

Gentlemen, it is hard for those of us who have grown accustomed to the inherent
wealth of our own economy and the rich resources of our own country to realize
what it is like for a resource-poor country, like Japan, for instance, to live under
the constant threat of losing its major customer. If we were to seal off our country
from the rest of the world, if we were to halt all exports and imports, all trade
and diplomatic relations, we could still survive quite adequately. What an
interesting prospect that presents! ;

But very few countries could do the same. Japan would perish, as we know
her today. Japan, who, incidentally, is our best customer overseas, who buys
more U.S. products than any other country except Canada, is a prime example
of what we mean—and this is a very opportune period to point to Japan. It was
Jjust 100 years ago this year, at the beginning of the Meiji Era, that Japan began
seriously trading with the world. That trade made J. apan a powerful nation, and
it turned every Japanese businessman into an internationalist. Without trade
Japan would revert to the nation she was 100 years ago. Without trade, the
United States would not so revert. There is nothing more vital to J apan today
than her worldwide sources of raw materials and other commodities which she
can not or does not produce, combined with worldwide markets for her own
products. Japan’s industries are quite young, compared with ours, but her indus-
trial growth since the war has been a technological miracle. Aid from the United
States has been a major part of that growth, but such aid has not been completely
eleemosynary. We obviously need a strong and friendly Japan on the coast of
Red China.

So, countries like Japan, to which trade is so vital for their very existence in
the modern world, must continue to import and export, Trade to them is a basic
economic requirement, and if we turn them away at our borders they will be
forced to do their business through trade channels which could well isolate the
United States. !

Costs of many of our commodities are already pricing them out of foreign
markets; yet, we need the ability to expand our exports. Shall we make the final
business blunder by putting new controls on imports, and thereby create our own
barriers for our own exports? The problem of export expansion is directly related
to our own inflationary trend. Domestic steel is one of the leaders in the inflation-
ary trend. Since 1946, according to a Senate Finance Committee report, domestic
steel has increased its price on finished steel products by more than 150 percent—
compared to the average increase of all commodities during the same period of
just over 60 percent.

The Weidenhammer report, to which we are referring, shows that steel prices
increased almost 150 percent between 1946 and 1959. That year 1959 is critical to
consideration of imported steel since it was the year of the last long steel strike
and it was the year that American importers and especially manufacturers were
forced to turn to foreign sources for their steel. American Iron and ‘Steel Institute
figures show 1.8 million tons of steel imported in 1958 jumping to 4.6 million tons
in 1959. Imports then slackened somewhat until 1963, when they passed the 4.6
million ton figure for the first time and have been climbing to 11.5 million tons
last year. :

But the interesting fact relating to inflationary trends in the domestic steel
industry is that during the period of generally increasing import competition
since 1959, until 1966, steel prices increased less than seven index points. Seven
index points in seven years, as opposed to more than 162 index points in the 13
years between 1946 and 1959. Is it not possible, then, that the impact of imports
was a major contributor to that slowdown in the domestic steel inflationary
spiral? Would not removal of foreign competition give the domestic industry a
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blank check to continue its pre-1959 inflationary spiral? The West Coast Metal
Importers Association firmly believes that import competition is a healthy control
on U.S. inflation—and that the country needs more such competition, not less.

What about all those jobs lost by the domestic steel industry due to imports?
The American Iron and Steel Institute reports that the 11.5 million tons of steel
imports in 1967 would have given work to 85,000 men. Yet, the U.8. Department
of Labor reports that our own steel exports account for 87,000 jobs. And just
where would the domestic industry find men to fill those 85,000 job opportunities
lost to imports? Department of Labor statistics show that annual layoffs in the
steel industry have dropped from a high of 3.4 percent in 1960 to 0.5 percent
in 1966, while imports were rising from 4.8 percent of the total domestic market
to 11.5 percent. :

Actually, from various reports, including a Wall Street Journal survey, the
steel industry is facing a labor shortage. Several thousand workers are needed
in areas like Chicago, Gary, Buffalo, Baltimore, and even the West Coast.

It is an unreasonable argument to say that imports in general are stealing
jobs from Americans. More than three million Americans are today working in
jobs directly related to exports, handling our $30.3 billion worth of exports last
year. And certainly the imports of $26.7 billion “create jobs directly for those
engaged in their processing, distribution, or transportation, and indirectly for
those employed in both export industries and in those industries dependent upon
reasonably-priced imported supplies for their own ability to compete.” That
quote? From our late President John F. Kennedy in his trade message to
Congress, January 25, 1962.

President Kennedy was referring to the thousands of jobs imports create for
dock workers, shipping concerns, port authorities, financial institutions, truckers
and other transportation workers, insurance people, and many different serv-
ices—as well as the American firms which rely on imports to compete in an
economy that has been nurtured on competition, that has survived because of
competition, that is the most advanced, because the competitive spirit made
it so.

The question of jobs being lost due to imports is definitely a moot issue, as is
every other issue offered by domestic industry. Monies generated by domestic
and by imported steel is another one.

Last year customs duties on steel imports amounted to almost one-fourth the
total Federal income tax paid by domestic steel industry, but import customs
duties averaged 7.73 per cent of total value while income tax averaged 2.4 per cent
of total sales in the domestic industry. Importers themselves pay income taxes
on their sales, as do other services handling imported steel. As an example, if
1,000 tons of imported oilfield tubular products are sold in California, $15 to $20
thousand in duty goes to the U.S. Treasury and, in part, supports hundreds of
people who work for U.S. Customs, the customs brokers of California, insurance
brokers, and so forth. Even before the duty is paid, about $2,000 would go perhaps
to the Los Angeles Harbor Department for wharfage, dockage, and other direct
fees. Possibly another $7,000 is paid to longshoremen and stevedoring companies
for removing the 1,000 tons of pipe from the vessel onto the dock. Still another
$5,000 is circulated to move the material from dock to storage. The 1,000 tons
of tubular goods has thus put as much as $34,000 into circulation, plus an
unknown amount of taxes. If the same tubular goods were bought domestically,
less than half that amount would go into the California economy, based on a
6 per cent gross profit to the local agent of the domestic mill.

Steel imports have without question been rising, but that rise has not been
as deleterious to the domestic industry and economy as the domestic industry
would have us believe. Between the fateful years of 1959 and 1966, domestie pro-
duction increased more than 40 million tons, then dropped off about 17 million
tons in 1967. Between 1959 and 1966 imports increased 6.5 million tons—about
one-sixth of the domestic increase. But efforts to blame imports for the 1967 do-
mestie drop of 17 million tons are incorrect. Total steel imports increased only
800,000 tons in 1967. The long auto industry strike of 1967 would account for a
large share of the domestic industry decline, and therefore the domestic produc-
tion trend should be considered unrealistic for that year.

As a point of caution, both domestic production and steel imports for 1968 will
also show figures that should not be regarded as realistic to the overall trends.
Much early 1968 buying to build inventories against a potential steelworkers
strike in August has placed domestic mills’ profits out of proportion, and at the
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same time will likely send total imports for the year skyrocketing. Japan, for
instance, actually showed a drop in steel exports to the United States from 4.7
million tons in 1966 to 4.3 million tons in 1967. But at least one leading Japanese
steelmaker, basing a prediction on orders already placed, is expecting Japan’s
exports for 1968 to exceed 6 million tons.

Even with record-setting domestic production, members of this Committee can
be expected to receive voluble complaints and sharp finger-pointing at the 1968
import figures. But we only ask that when you encounter those new pressures
from the domestic industry, you take into account the circumstances of 1968. If it
were possible to remove the periodic threat of a clash between the huge powers
of labor and management, such irregularities would not appear in the natural
growth of steel consumption. And once the 1968 inventories are accumulated, we
can expect a reversal of the sudden increase as inventories are being disposed of.

Perhaps one of domestic steel’s most frequently heard arguments against im-
ports to bolster its demands for protection, involves the great price differential.
Domestic steel claims it would be many years before the costs of labor, which is
primarily blamed for the price differential, would bring equality between do-
mestic and foreign steel. In Japan, for instance, the steelworker’s wage is about
one-fourth that of the U.S. steelworker. Other countries have wage scales some-
what closer to that of the United States. But in Japan, where steel companies
are so eager to maintain their market in the U.S. that they have offered
voluntary export controls in order to help this country to avoid the harmful
quota system, actual wages are a small part of maintaining the worker. It is
impossible to put a price on the Japanese steelworker’s other benefits, for how
can one evaluate job security, housing, subsidized meals, vacation resorts, twice-
a-year bonuses of perhaps two months wages, company hospitals for complete
medical care, company stores with prices frequently below wholesale., recrea-
tional and schooling facilities, retirement income after age 55, and so forth?
Then, too, wages around the world are rising faster than in the United States.

Added up, the differential in steel prices must be the result of something else;
which takes us back to our general thesis. Modernization of facilities can produce
more and better steel in less time. It is eficiency of operation which brings the
price differential of perhaps 17 per cent below the domestic market price.

There are several points, then, which the West Coast Metal Importers Associ-
ation would like to make quite clear. :

The first is a fact which we have learned by experience: In general, to sell
imported steel, there should be a price advantage of about 10 per cent.

The second is related: If the price advantage now is about 17 per cent, what
would it take for the domestic industry to improve its price by 7 per cent to
become competitive with foreign steel? Domestic industry claims such competi-
tion would be impossible. U.S. Steel Corporation has already proved that wrong.
It has reduced prices on several products and Pittsburgh can’t keep up with
demand. Competition is possible, even today.

The third point is further related: Research and development, which the do-
mestic industry should have been doing in the 1950s, can bring domestic prices
well within the competitive range of imports.

And fourth: All of this can be accomplished without the false protection of
import quotas or other controls on imports, which would only reward an industry
for its lack of foresight and at the same time alienate countries whose friend-
ship we must have.

The real issue at stake should not be protection of an industry that is quite
capable of taking care of itself, but rather protection of the consumer, who does
not have the resources to prepare a campaign on his own behalf as the powerful
domestic industry has done.

In summary, then, it is the position of the West Coast Metal Importers Associ-
ation that:

1. Imports of pig iron and steel mill products have not adversely affected
the United States balance of payments; and in fact controls on imports
would adversely affect the U.S. balance of payments. :

2. Imported steel has not contributed to reduced employment in the do-
mestic steel industry; and in fact has created new income and new jobs.

3. Imported steel has not captured such a share of the domestic market
as to threaten the soundness of the domestic iron and steel industry ; and in
fact said industry can and should compete more vigorously for both domestic
and foreign markets to become a more valuable member of the U.S. economic
community.
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4. Imported steel does not threaten the national security; and in fact has
forced the domestic industry to adopt improvements that have been and will
continue to be of greater significance to the national security.

The West Coast Metal Importers Association expresses its sincere appreciation
to each member of the Ways and Means Committee for permitting it to voice its
views in this hearing, and begs the Committee to take no action which would
in any way interfere with normal growth of world trade.

The Cmamyax. We thank you, Mr. Quimby, for substituting for
Mzr. Perrish and giving the statement.

Are there any questions?

We thank you, sir.

Mr. Quinsy. Thank you.

The CraarRMAN. Mr. Perry.

Mr. Perry, we are pleased to have you with us today.

If you will identify yourself for the record and those at the table
with you we will be glad to recognize you, sir.

STATEMENT OF J. WILEY PERRY, JR., CHAIRMAN, IMPORT STUDY
COMMITTEE, CAST IRON SOIL PIPE INSTITUTE; ACCOMPANIED
BY JERCME 0. HENDRICKSON, EXECUTIVE VICE PRESIDENT,
AND FREDERICK D. HUNT, FOREIGN TRADE CONSULTANT

Mr. Perry. Mr. Chairman and members of the committee, my name
is J. Wiley Perry, Jr. I am chairman of the import study committee
of the Cast Iron Soil Pipe Institute and vice president of the Ala-
bama Pipe Co. of Anniston, Ala.

The Cramyan. Youmay have a seat if you desire.

Mr. Perry. With me today are Mr. Jerome O. Hendrickson, execu-
tive vice president of the Cast Iron Soil Pipe Institute and the insti-
tute’s foreign trade consultant, Frederick Drum Hunt.

The CmatrMaN. We appreciate having all of you with us and I
want to suggest that the members pay special attention to what you are
going to say, Mr. Perry.

I have had an opportunity to talk with you ahead of the hearing and
I know that you are pinpointing some specific cases having to do with
antidumping.

Mr. Perry. Thank you, sir.

The institute is a trade association representing 23 manufacturers of
cast iron soil pipe and fittings who manufacture about 95 percent of
the total production in the United States with an approximate annual
value of $150,000,000. You can readily understand that on the average
we are speaking for an industry composed of relatively small com-
panies with plants located in nearly all sections of the country—New
Jersey, Pennsylvania, Virginia, North Carolina, Florida, Alabama,
Tennessee, Texas, Iowa, Missouri, Colorado, Oregon, and California.

Our purpose in appearing before this distinguished committee is to
support House Concurrent Resolution 447 which would make the adop-
tion of the International Antidumping Code, negotiated during the
Kennedy round at the GATT, ineffective without specific congres-
sional approval and to implore that immediate action be taken to delay
the July 1st effective date so that the Congress may have the time
for its deliberate consideration.
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Second, we seek to voice our support of House Resolution 16936,
known as the Fair International Trade Act of 1968, which is now be-
fore this committee and, third, we propose the strengthening of the
requirement for identifying the country of origin on imports and de-
letion of the so-called “J* list from section 304 of the Tariff Act.

A brief review of our problems in the area of imports will help to
clarify our position on these three points.

Imports of cast iron soil pipe and fittings was nil until after World
War II when with the aid of the Marshall plan the plants in Europe
were rebuilt. In connection with this we had visitations from European
delegations at our plants at the request of our State Department and
gave them the benefit of the latest production techniques available at
that time. During this same period due to information received by the
Iron Curtain countries from captured German plants, they expanded
their production and by the early 1950’s we began to experience serious
economic pressure from imported material.

In 1952 we asked the Treasury Department to investigate an anti-
dumping case against the importation of cast iron soil pipe and fittings
at less than fair value from Mexico into southern California. In this
case the Treasury Department ruled that there was no likelihood of
injury because the quantity imported from this source was, in com-
parison to the total U.S. production, very negligible although none of
1t reached eastward beyond the western part of Nevada and Arizona.
The effect on the California market was not considered. During this
same period, wages and prices began moving rapidly upward in rela-
tion to output and far more rapidly than those in FEurope. By 1954,
European plants were exporting to the United States at prices lower
than those existing here. It was about that time that the importation
of cast iron soil pipe, especially from France, began in considerable
quantity. Other European countries quickly followed and commenced
to sell soil pipe in the United States at prices which appeared to be
below those in their own countries. Importers aimed especially at those
points in the United States where there was the greatest demand for
housing and the situation became so unbearable in California that
American producers of cast iron soil pipe asked the Customs to investi-
gate imports from the United Kingdom which it was believed were
being sold in this country at less than fair value within the meaning
of the antidumping legislation.

In 1956, the Commissioner of Customs found that British pipe was,
indeed, entering the United States at “less than fair value” and the
case went before the U.S. Tariff Commission whose members found
that there had definitely been injury caused American pipe producers
in the west coast region. :

During the late 1950’s, imports commenced to arrive from non-
Furopean countries not previously engaged in the export of cast iron
soil pipe and fittings. The U.S. foreign aid program had been extended
far beyond Europe and had built a large iron and steel industry in
India. To compete with India, Australia found it necessary to reduce
export prices and, again, the American producers of cast iron soil pipe
and fittings found 1t necessary to request the Bureau of Customs to
investigate. It was determined that there was importation “at less than
fair value” but, when the case reached the Tariff Commission, the Aus-
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tralians agreed to “cease and desist” and the Tariff Commission then
decided that there would be no injury.

By 1963, the importation of soil pipe and fittings had reached such
proportions that some of the smaller American plants had to cease
production, particularly on the west coast.

In 1964 Poland began exporting pipe and fittings to this country
and at deciared values which were so low they obviously were being
dumped. On November 1, 1965, we petitioned the Commissioner of
Customs to investigate these imports from Poland with respect to
their fair value.

Twenty-two months later there was a finding of injury by the
Treasury Department in the case of pipe but not in the case of
fittings. How and under what regulation they could separate the two
has never been explained. It was simply a matter of accepting a half
loaf of 22-month-old stale bread or we presume we were at liberty to
eat cake. Again the Tariff Commission found that there was injury
in the case of pipe from Poland but they could not, under the adopted
procedures, consider fittings. These two go together like a pitcher and
a catcher on a ball team—one is useless without the other.

During the investigations into the Polish case we found that their
exportation of fittings to this country were growing at an alarming
rate. Normally in usage, the proportion by weight is approximately
95 percent to 30 percent fittings to 70 percent to 75 percent pipe. At
one time their export ratio ran as high as 60 percent fittings to 40
percent pipe.

The reason for this is quite obvious when you consider that labor
costs account for 70 percent to 75 percent of the total cost for manu-
facturing fittings whereas only 30 percent to 35 percent of the cost of
manufacturing pipe is in the item of labor.

These people are not exporting pipe or fittings or nuts and bolts.
They are exporting man-hours of labor in one form or another. We had
no compunctions of conscience in setting rather low quotas on immigra-
tion to this country when our labor market became glutted. Ellis Island
became a decaying monument to that period in our history. Why should
we shy away from setting quotas on the products of this same labor
which we prohibit as such ¢

In the antidumping case against cast iron soil pipe and fittings from
Poland, the attorney for the Polish importer made this statement
before the Treasury Department—*“Polish pipe does not compete in
the U.S. marketplace with French pipe.” T might add there that they
were comparing Polish prices with French prices which is the reason
for that remark, “Polish pipe competes here with Indian pipe, which is
much lower in price than the Polish pipe.”

Again. T have a letter from the Dong Kivang Manufacturing Com-
pany of Seoul, Korea, which states:

We would like to draw your kind attention on our cheap and abundant labor

resources in Korea. Therefore, we confidently assure you that our products can
be competed against Yugoslavia and Ttalian products of the same in American

marlkets for its price and quality.

Do either of them offer to compete with American industry and labor
for the American market? How do the underprivileged occupants of
the American ghettosbenefit from this type of competition ?
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Unless the American manufacturer receives fair and just treatment
in this consideration we can promise you that every port in the
United States will become an Ellis Island of the late 1800’s and early
1900’s, overflowing with foreign labor in one form or ancther. So
who cares about our immigration quotas? How inconsistent can we be?

We question some of our actions on the international front as for
example, and again referring to our case against Polish imperts, my
colleagues and I also question some actions in the administration of
foreign aid. For example : during the long wait for a Treasury decision
on dumping by Poland, we found that large amounts of soil pipe were
being imported from Brazil at prices which appeared to be too low
even for the Brazilian economy.

We found that in 1965-66 U.S. imports from a certain company in
France declined considerably and that during this time Brazilian
imports increased a similar amount. We also found that AID, our
foreign aid program, had loaned or granted money to a Brazilian
importer for a blast furnace to produce pig iron, used in the production
of cast iron pipe. It was notable that this same French company held
the controlling ownership in this Brazilian operation. Who, may we
ask, benefits from the Alliance for Progress? Brazil or France? Into
whose pocket does our ATD money finally drift? American labor and
industry certainly receive no benefit. They pay the bill but like the
monkey that made love to the skunk, they have about enjoyed all of
this pleasure they can stand.

An interesting observation on the manipulations of this same French
company which is responsible for all of the French imports and 20
percent to 30 percent of the total imports annually owns and operates
a foundry at Liynchburg, Va., and in its distribution is limited largely
to the Southeast and Middle West. They do not ship to the west coast
and little if any into Florida. Into what regions do we find French and
Brazilian pipe entering this country? They’re too smart to foul up
their own nest, so their imports are directed largely to Florida and the
west coast. ‘

I think of no illustration to impress upon you the importance of
protecting American labor than the actions taken by this same French
company, which by the way is a member of our institute.

Following their purchase of the Virginia foundry and instituting
there the manufacture of cast iron soil pipe, they then bought control
of a Maryland foundry, presumably for their fittings production
which the Virginia shop did not have. After operating this for a year
or so, it was closed and I understand is now in the process of liquida-
tion. Could it be that the competition in the case of fittings from
Poland, which found their way mainly into the eastern seaboard from
Baltimore to Boston and in the area served by the Maryland foundry
have gotten too rough for the French ? Could they possibly have found
that the difference in labor rates paid in the United States compared
to those in France and Brazil posed a barrier to a successful operation
in the face of competition from Iron Curtain countries? The American
manufacturer is expected to accomplish this feat. They can, with help.
We don’t want protection. We don’t need that. We need a broad under-
standing of our problems and substantive assistance.
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Referring again to the Polish case, we found that on other acknowl-
edgements and quotations furnished by the Polish counsel the state-
ment on a number of them read “Cast Marking : KZO.” On some others
we found the notation “Cast Marking : SALEM.” It so happened that
there was a Salem Pipe & Iron Manufacturing Co. located at Bridge-
ton, N.J., and subsequent investigation showed that they were an
importer of Polish pipe and fittings. It would be reasonable to assume
that the Polish material would be comingled with their own produc-
tion in sales to American customers.

With this information we petitioned the Treasury Department to
remove cast iron soil pipe and fittings from the “J” list on October 25,
1967, for the third time, having made unsuccessful attempts on two pre-
vious requests. On March 5, over 4 months later, we received notice
that our request was denied.

The latter part of March we went back to them to seek information
on how we could obtain reconsideration based on precedents estab-
lished in other similar cases or what recourse there was for us to fol-
low. The answer was loud and clear—“Get the law changed.”

On the 9th of April of this year we consulted with Alabama Sena-
tors and Congressmen about obtaining a rider on some bill to do just
that but were advised to use another tactic and a joint letter from all
the Alabama congressional delegation was addressed to Secretary
Towler asking for reconsideration in this case.

On May 23 Secretary Fowler advised the congressional delegation
that he had instructed the Commissioner of Customs that the allega-
tions concerning possible misrepresentation or deception as to coun-
try of origin warrant an investigation and that such should be done on
a priority basis.

We have reviewed these cases in order to emphasize the importance
to our industry of the legislation mentioned at the start of our testi-
mony and, in fact, to the entire American economy. We feel that in
light of the present tempo in the market place our present laws are
inadequate, that tariffs as a control device are no longer effective, and
that any reforms or changes must be instituted by the Congress.

We hope you will be just as adamant in this connection as you have
exhibited recently with regard to other very important domestic legis-
lation and we commend you for your tremendous courage and
foresight. A

Please accept the gratitude of our industry for the valuable time
and attention given us this morning and if there are questions we
would be happy to answer to the best of our ability.

The Cmamman. We thank you, Mr. Perry, for bringing to us the
experiences of your industry.

Are there any questions?

Mr. Curtis.

Mr. Currrs. T would just like to inquire briefly about why your in-
dustry feels that the International Antidumping Agreement is
inadequate.

First of all, you didn’t think that the negotiators had the authority
to negotiate it. Frankly, I though they did. I might have been wrong.
I am interested in any brief that you might have as to why you
thought our negotiators went beyond their powers. But I am primarily
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concerned as to why you think that it would not be a good idea to have
an international agreement on what dumping is and protection against
it. Your problem was that you didn’t get the kind of quick remedy that
you sought in going the antidumping route. Am I right ?

Mr. Prrry. That is true, but we feel this way: we kind of agree
with the report submitted by the Tariff Commission on that.

We think this is a function of the Congress of the United States.

Mr. Curris. We write the laws but we don’t execute the laws.

Mr. Perry. Well, that is the law. That is the Tariff law that we
have got to abide by, the one that is written.

Mr. Curris. That is right, but someone else actually administers it
and determines whether there has been an actual violation of the
antidumping law. We don’t actually perform that function but we
can change the law if we think that the criteria are wrong that we have
established for finding what is illegal under antidumping. We can
change the remedies.

One of the things that I thought was accomplished through the inter-
national agreement was to make the processing of antidumping claims
quicker, more certain, so that if there was a cause for complaint the
remedy would be quicker. !

Now, from listening to your presentation, it looks like you experi-
enced a lot of delay in having your claims processed. I would think
that shortening the processing time would be advantageous and that
is why I was raising the question of why you would approve of a
resolution that seeks to set aside what I would have thought was im-
provement of our antidumping laws.

Mr. Perry. Well, T think this: in that antidumping code that was
negotiated at Geneva if I read it right the actions of the Treasury
and the Tariff Commission parallel each other and overlap and it is
hard to tell which one has jurisdiction and which one does not have
jurisdiction. :

Maybe Mr. Hunt here has another answer to that.

Mr. Corris. But they neither one had anything to do with the ne-
gotiations in Geneva.

They might have given advice but we came back to the key point,
how do we improve our antidumping procedures in the United States?
Here it seems to me that making them quicker and more certain is im-
provement rather than the other way around.

Mr. Prrry. Ibelieve Mr. Hunt could answer that for you better than
I can, Congressman. 1

Mr. Huwnt. Congressman Curtis, one of the troubles is at the Treas-
ury Department. I have heard you ask several witnesses questions to-
day as to whether or not they think that the present administrative
machinery is satisfactory. This is where the trouble lies. This could
occur under either law.

In the first place, the new Antidumping Code changes the regulations
which certainly make it an_amendment to our present antidumping
law. T don’t see how you can deny that.

Mr. Currs. The Treasury does deny it and that is why I am seeking
your advice as to why it dees. That is the question.

I was very concerned that our negotiators be responsive to Congress
and not go beyond the law and that any new regulations or any agree-
ments be within the four corners of our present law.
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I can be in error. There are others besides yourself who have alleged
that the new International Antidumping Code goes beyond the au-
thority they had, but I am looking for the reasons you think so.

Mr. Hunt. In our case with Poland it was a classic example because
in the first place the Treasury said that because it was in the Soviet
tlglolc, i(ti took an especially long time, they could not use figures from

oland.

In other words, they had to treat that country differently from any
other country although the present law does not specify a difference be-
tween countries.

Tt seems to me, Mr. Curtis, that all we have to do is set a legal time
limit on the Treasury Department’s investigation in the same manner
as is now set upon the Tariff Commission.

Mr. Corrrs. Well, the international agreement sought, as I under-
stand it, to try to cut back these delays. In these other countries who
have antidumping laws, too, if we have delays they have even more
serious delays.

In fact, their antidumping actions are not even by law but are fre-
quently by bureaucratic action.

Mr. Hoxt. That is correct, and T know that Canada through their
delegation to Geneva agreed in principle to this also they specifically
stated it was subject to parliamentary approval.

Mr. Cortis. 1 think in their instance it probably is because they do
not have the damage aspect and the International Code does.

There I think there was a change in substance in respect to Cana-
dian law but I don’t see any change presently in substance between the
International Antidumping Code and our present antidumping law.

The better way to answer this question, rather than to take the com-
mittee’s time, is to submit a brief on this issue. Just explain why you
think that we are exceeding the authority. I am also interested in this
brief if you would set out why you think this new code isn’t an im-
provement.

T think it is an improvement and would have benefited your industry
in the process of your antidumping claim. Whether you won it or
not at least it would have been certain and quicker.

Mr. Hoxr. I think that we can show that a case like the one against
Poland would not have improved our case but the main thing, Mr.
Congressman is, getting back to the theory, who is under the Constitu-
tion regulating the international commerce of the United States. Isita
staff in the executive department or is it the Congress?

Mr. Currrs. Well, it is obviously both. T am getting a little tired of
this question because surely you recognize the answer.

Congress legislates and in legislating what we essentially are doing
is giving power to the Executive under guidelines, but the Executive is
the one who has to execute the laws.

Now, surely the witnesses who come before this committee recog-
nize this. You are not asking Congress to get into the business of ad-
ministering laws, are you? You are not.

Mr. Hou~t. No,sir.

Mr. Curris. Then let’s deal with this on the proper basis.

Mr. Perry. I would like Mr. Hunt to come up with a brief on that
to give you a clearer picture.
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Mr. Corris. Thank you. ‘ . )
The CrarrMan. Thank you gentlemen for coming to the committee.

(The following letter was received by the committee:)

FREDERICK DRUM HUNT,
Washington, D.C., July 22, 1968.

Hon. THEOMAS B. CURTIS,
Longworth House Office Building,
Washington, D.C.

DEAR REPRESENTATIVE CURTIS : I regret very much that I have taken so long to
reply to your kind letter of June 24th concerning testimony before the Committee
on Ways and Means given at the hearing held on June 18th. Your letter poses
two questions: (1) Why I think the negotiators at Geneva exceeded their author-
ity in negotiating the International Anti-Dumping Code, and (2) my reasoning as
to why the new code is not an improvement over the old one.

It seems to me that a long brief on this subject would be superfluous in view of
the vast amount of information already in the records of both your Committee
and the Senate Finance Committee. I agree with the points made there by several
people and I trust that you have had an opportunity to read the transcript of the
hearings before the Senate Committee on Finance held June 27th.

In reply to your first question, the Trade Expansion Act of 1962 served as the
terms of reference for the Special Representative of the President and his dele-
gation to the so-called Kennedy Round of Tariff Negotiations under the General
Agreement on Tariffs and Trade. This Act authorized the Delegation to negotiate
with other members of the GATT to reduce tariffs and permitted such reduction to
2o as low as fifty percent. It is my assumption that the intent of the Congress
was to limit the negotiations to tariff concessions and this seemed quite proper
within the Constitutional authority of the Congress to regulate the foreign trade
of the United States. I fail to find any authority in the Act of 1962 to negotiate
an international agreement on dumping or any other subject except a general re-
duction of tariffs within the rules of GATT.

You will surely recall that there was very little activity at the meeting in
Geneva for the first year and one half. It was apparent to all that most of the
European members of the GATT were not very interested in reducing tariffs and
were certainly not in a hurry. In my personal opinion, the United States dele-
gation should have been called home after' one year but I realize that the Ad-
ministration felt they must have something to show. At about this time, the
Special Representative, acting under the power of the President to negotiate
international agreements, decided to take advantage of the presence of so many
experts from so many countries, to negotiate an agreement on an international
code to settle dumping cases. : ’

Discussion is one thing, but to make an agreement which changes the dumping
laws of the United States, is another, and there should not be more than mere
preliminary discussion until the Congress has had an opportunity to hold hear-
ings and vote authorization. The mere presence of one or more of six members
of the Congress as observers with our Delegation, does not imply Congressional
approval. Ambassador Roth said that he thought he had the approval of the
Congressional observers but one of those six stated in the Senate that he was not
taken into the confidence of the negotiators and that “all I knew was what I read
in the papers”. He said that he was told that the question of dumping was being
discussed between the GATT members, but he was not aware that an interna-
tional agreement was about to be signed.

When it became apparent in 1966 that the President’s Special Representative
to the Tariff Negotiations was about to bring home as a fait accomplis an inter-
national agreement that had nothing to do with tariffs, the United States
Senate passed Concurrent Resolution number 100. This was sent to your Com-
mittee on Ways and Means and should have been reported out to the whole House
as soon as possible. This Resolution stated clearly that the agreement was a
usurpation of the legislative functions of our government and should be sub-

.mitted to Congress for study, hearings, and final action. It is my understanding
that the pressure from the Administration was so great that the Chairman felt
that pearings should be held on such a controversial matter and there was not
sufficient time left in the 89th Congress. However, one would have thought that
such action by the branch of the Congress which usually ratifies treaties, should
have served as a warning to Ambassador Roth and his colleagues. It was, there-
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fore, rather astonishing to have them go ahead and ask the Treasury Depart-
ment to promulgate new regulations to be effective July first of this year.

Coming to the second question, I would like to refer you to the very fine study
of the International Anti-Dumping Code made during the summer of 1967 by
the American Mining Congress. A copy was sent to each member of the Ways and
Means Committee. I am also very sorry that you had to be absent from the com-
mittee room during the hearings in June when a spokesman for the cement indus-
try presented testimony. Cement is a product like cast iron soil pipe which is
not readily moved very far from the port of entry. Therefore, imports at less
than fair value can so disrupt the market in just one section of this country as
to injure the entire industry. This feature has been recognized under the exist-
ing anti-dumping law of this country but would not be given such recognition
under the definition of injury given in the international code. I hope that you
have read the Cement industry’s brief carefully. I agree with it whole-heartedly
and I see no use in repeating the thought here.

In view of your great interest in this question, I am sure that you must have
read the report of the Tariff Commission on Senate Concurrent Resolution 38
regarding the International Anti-Dumping Code. This report was published
March 13th. On June 27th, Commissioner Clubb gave further testimony before
the Senate Finance Committee at which time he pointed out that in all proba-
bility, four of the last five dumping cases brought before the Commission would
have been decided differently if the terms of the Code had been used instead
of those of the existing law.

Nothing I could say here would give you any more information than the
transeript of testimony before the Senate Finance Committee on June 27th and,
although you are a member of the House of Representatives, I recommend that
you read this.

On June 27th, the Senate Committee also heard testimony from the Counsel
for Ambassador Roth and from the General Counsel of the Treasury Department.
The former was unable to give a satisfactory explanation of his statement that
the Code was consistent with present law. The latter admitted that the Treasury
Department had already gone beyond its powers in the consideration of the merits
of dumping complaints. The Customs Simplification Act of 1954 had a section
which amended the Act of 1921 to make it clear that the Treasury Department
through its Bureau of Customs was to make only the “arithmetical” determina-
tion that there was importation at less than fair value, and that the Tariff Com-
mission was to decide whether or not there was injury.

In the complaint against Poland for the importation of cast iron soil pipe and
fittings, the Commissioner of Customs found that both pipe and fittings were
being imported at “less than fair value.” Later the Assistant Secretary of the
Treasury decided that pipe was being dumped but not fittings. Besides the fact
that you cannot have a drainage system without both pipe and fittings, what
right did the Treasury Department have to certify cast iron soil pipe to the
Tariff Commission but not fittings? In my opinion, it was a means of appeasing
the Poles without throwing out an obviously valid case. General Counsel Smith
told Senator Hartke that he thought the Treasury Department should make some
decision after receiving the “threshold facts” and he thought this might save
the taxpayer’s money in the event the complaint was a minor one.

During the hearings before the Ways and Means Committee in June, I heard
you say several times that the Congress only makes the laws and it is up to the
Executive to carry them out. You asked several witnesses if they had sought
remedies through the executive branch. Most had and had been rebuffed. Is not
the case cited in aforegoing paragraph an example?

In the twelve years following the Act of 1954 which gave the Tariff Commis-
sion the sole right to decide injury, the Treasury Department received 371 dump-
ing complaints, 230 of these were dismissed on the grounds that there was im-
portation at less than fair value. Of the remainder, only 52 were referred to the
Tariff Commission for a finding of injury. (Only 12 of those were decided in
favor of the complainant.) In the other 89 cases, the Treasury decided that there
had been importation at less than fair value but these were dismissed as being
de minimis or because “price revision” had suddenly take place. This informal
arrangement denied the Tariff Commission an opportunity to decide the question
of injury or threat of injury.

If American industry has obtained so little protection under the existing law,
how could it expect any from the new regulations established under the Interna-
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tional Code which would limit withholding of appraisement to three months and
would give the Treasury Department the opportunity to decide a question of
injury—possibly based on the current whim of the Administration in office?

I hope, Mr. Curtis, that this letter answers some of your questions which arose
on June 1Sth and please feel free to call upon me if I can be of any possible
assistance to you or the Committee in the future.

Sincerely yours,
FREDERICK D. HUNT,

Foreign Trade Consultant.

The CrairMaN. If there is no objection, the Chair would like to
include in the record immediately following the testimony of Mr.
Patton and Mr. Abel this morning a statement delivered to us by the
Tool and Stainless Steel Industry Committee, This committee decided
to submit the statement rather than appear in person and deliver it.
(See p. 1929.) :

Mr. Epstein, we purposely held you to the last here because we knew
you would be able to sum up in 5 minutes all the testimony of the iron
and steel group.

We appreciate your coming to the committee.

STATEMENT OF LAWRENCE D. EPSTEIN, VICE PRESIDENT, PERRY
PRODUCTS CO.

Mr. Epstein. Mr. Chairman and members of the committee, my
name is LawrenceEpstein. I am vice president of Perry Products Co.,
an independent stainless steel fabricating company in Philadelphia.

The CaairMaN. You may have a seat. I you omit any parts of your
statement do so with the knowledge that the entire statement will
appear in the record.

Mr. Epsrern. Thank you. I would like to just highlight my state-
ment.

The Cramrman. You don’t want that in the record?

Mr. Epstrin. If possible, sir, it is a good advertisement for our
company. ‘

The Caamman. We charge for that.

Mr. Epstern. Actually the little piece of paper that Mr. Mills is
referring to will highlight what our company really does and that is
fabricate stainless steel tanks, reactors, heat exchangers and other
pieces of equipment which is used in the chemical, pharmaceutical,
chemical whiskey and beer, and other industries both here in the
United States and throughout the free world.

Perry Products Co. fabricates only stainless steels and our only
volume is $2 million a year. It is a wholly owned subsidary of Perry
Equipment Corp., the largest used equipment dealer in the country.

Perry Equipment Corp. buys and sells complete chemical and other
plants for resale in the chemical industry both here in the United
States and throughout the entire free world.

Perry Equipment does export quite a bit of surplus used machinery
and scrap to various foreign nations.

Another Perry operation is Perry Products Co. of Puerto Rico
which fabricates and distributes stainless steel products in the Carib-
bean area.

Perry Products Co. is against any imposing of quotas for steel.
We have several reasons for this, As a stainless steel fabricator we
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import almost all of our raw materials. We import material from both
Europe and from Japan. We find that the importation of stainless
steel gives us several advantages not offered by the domestic steel
producers.

We find specifically that we are able to buy materials in 60- and
72-inch widths at commercial prices and very competitive prices.

This material to date is not available in any sort of volume from
the domestic steel mills. We also find that we are able to get extended
terms and have certain factors added to our orders such as material
being rolled within commercial tolerances but on the light side of the
tolerance which gives us an edge as a fabricator.

We are definitely against elimination of competition from the for-
eign market as we feel that this would permit arbitrary price setting
here in the domestic market. We are afraid that higher costs of stain-
less steels would hurt us in several ways.

No. 1, it would make us noncompetitive as a small stainless steel
fabricator where we do not have the volume to purchase in large quan-
tities and take advantage of discounts that are available only in very,
very large volume purchases from domestic mills.

Secondly, we are afraid that higher prices of stainless steel would
make our products noncompetitive against the materials of other con-
struction, specifically lined steel tanks, plastic tanks, rubber lined
steel tanks, items which are not fabricated from stainless but may be
substituted. ,

We are now able to get a large part of this market by offering stain-
less steel equipment at very competitive prices.

In summary, we believe a quota system would be a restriction of
free trade and would result in limitations of sources and suppliers of
raw materials for us.

We feel it would directly result in higher costs of stainless steel
raw materials for our production. We feel the higher cost of stainless
steel would endanger our competitive position as a stainless steel fabri-
cator in both the domestic and foreign market.

I would like to add that we do import approximately $200,000 to
$300,000 worth of finished goods to Latin American countries a year;
also some to Asian countries under AID programs.

It is also felt that higher prices of stainless steel materials would
result in a loss of the share of the market for stainless steel products
to other materials of construction.

We strongly hope that domestic producers might choose to meet
international competition. We would very much like to purchase our
stainless steel materials from the domestic producers should they
choose to compete in both product and prices.

Thank you, gentlemen.

(Mr. Epstein’s prepared statement follows:)

STATEMENT OF LAWRENCE D. EPSTEIN, VICE PRESIDENT, PERRY Propucts Co.
COMPAXNY DESCRIPTION

Perry Products Company is a moderate size, independent stainless steel
fabricator, located in the north-central section of Philadelphia. Approximately
100 people are employed in the manufacturing of stainless steel storage, mixing
and process tanks, pressure vessels, heat exchangers, chemical reactors and cus-
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tom fabricated stainless steel process equipment. This equipment is sold to the
chemical, pharmaceutical, beverage, paper, distilling, brewing, and other process
industries in the United States and throughout the free world. Annual sales for
the company are approximattely $2 million dollars.

Perry Products Company is a Wholly owned subsidiary of the Perry Equipment
Corporation. Perry Equipment deals in the buying and selling of surplus chemical
and processing plants and auxiliary equipment. Perry sells used processing
equipment throughout the free world. Another Perry operation, Perry Products
Company of Puerto Rico fabricates and distributes stainless steel products in
the Caribbean area.

OBJECTIONS TO PROPOSED LEGISLATION

Our objections to legislation restricting importation of steel and other items
are as follows:

1. Restriction of Free Trade—It is our belief that it is imperative to our
economy and to the free world’s economy to maintain an atmosphere conducive to
trade amongst various nations. Arbitrary restrictions such as the proposed
quotas will limit the trade between nations, and specifically injure the competi-
tive position of Perry Products Company.

2. Limitation of Sources—The proposed Import Steel Quotas would limit the
available sources for raw materials necessary in the fabrication of our stainless
steel products. These limitations would prevent our utilization of materials
presently not generally available at competitive prices in the domestic market.
Specifically 60’’ and 72’/ wide sheet material which is currently available in the
international market at very competitive prices. These products are currently
not available except as special orders: with correspondingly higher prices.

3. Elimination of competition from foreign materials permits arbitrary price
setting in the domestic market. We believe the removal of foreign competition
eliminates of the most important factors in price competition and will permit
higher prices to be established by domestic producers.

4. Higher Cost of Stainless Steels—It is believed that the fixing of quotas on
steel products will result in higher prices in the domestic market place. Instead
of making efforts to meet the imported competition, there will be a tendency to
continue at present rates and in effect subsidize the inefliciencies through higher
prices. As an independent fabricator hlgher cost of material would severely
endanger our operation.

5. Loss of Business Because of Higher Costs—Steel import quotas would re-
quire our purchasing of stainless steel products at domestic prices which in many
cases are 209 higher than comparable imported materials. This 209, material
increase must be passed on to our customers in the form of higher prices and
will make our products much less competitive in the market place This is espe-
cially true where our stainless steel products must compete against other mate-
rials, such as, polyvinyl cloride, lined steel tanks, or other materials less costly
than stainless steel. It is especially feared that an increase cost in stainless steel
prices will drastically reduce our ability to compete in the process industry
against other materials of construction.

6. Restriction of Export Sales—It is strongly believed that our sale of finished
products and scrap to foreign countries may be deterred through these trade
restrictions. We are of the belief that other nations will put restrictive trade
regulations into effect as a result of United States legislation in this area.

SUMMARY

Perry Products Company is strongly opposed to passage of legislation which
will permit establishment of quotas on the importation of steel and other prod-
ucts. We believe such quotas would be a restriction of free trade, would result in
limitation of sources and suppliers of raw materials and would directly result
in higher costs of stainless steel raw materials for our production. In addition,
we feel that the higher cost of stainless steel would endanger our competitive
position as a stainless steel fabricator in both the domestic and foreign markets.
It is also felt that higher prices of stainless steel materials wonld result in a loss
of a share of the market for stainless steel products to other materials of
construction.
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CONCLUBION

It is our strong belief that legislation of Steel Import Quotas would greatly
hurt our business and create a market place of arbitrary and unfair price setting.
We strongly hope that the domestic producers will chose to meet international
competition and increase their share of the international market. We would very
much like to purchase our stainless steel materials from domestic producers
should they choose to compete.
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The Crarrax. Thank you, Mr. Epstein, for bringing to us the
views that you have expressed.

Mr. Schreebeli.

Mr. Scuxeespit. What percentage of your total stainless steel pur-
chases of raw materials are purchased from foreign countries and what
percentage domestic. Do_you have that?

Mr. Erstrrs. Yes, sir, We purchase about 70 percent of our material
from foreign sources. That would be all of our sheet products.

Mr. Sca~rrpeLL. Why not the other 30 percent?

AMr. Epsterx. Because they are plate products which today are not
imported in great quantities. That is material thicker than three-
sixteenths of an inch.

e find it not economical to import that. We don’t use it in the
velume.

Mr. Scrxeeserr. The 20 percent differential is only restricted to
what did you say ?

Mr. Ersteiy. To our sheet product. We feel there is at least a 20 per-
cent differential.

Mr. Scrxrceserr. Is much stainless steel sheet sold in the U.8.%

Mr. Epstrrs. We purchase approximately $500,000 worth of stain-
less steel sheets for our operation.

Mr. Scirxeepert. No sheet from the United States?

Mr. EpsrErN. We purchase some, not very much.

Mr. Scrxeeperr. From what you say I don’t see how the United
States sells any steel sheet if there is a 20-percent differential in price
to all customers.

Mr. Epstern. We have experienced that 20 percent differential. We
find that constant over the past 3 years.

Mr. Scrweesert. I don’t see how we have any domestic industry in
stainless steel sheet. T will have to ask the stainless steel industry how
they make any sales of sheet in the light of what you say.

Thatisall.

The CraTrRyMAN. Are there any further questions?

Again we thank you, Mr. Epstein for coming to the committee.

T mentioned that he was the last of the witnesses in the category
of iron and steel.

(The following letters and statements were received, for the record,
by the committee:)

STATEMENT OF Arvo E. SUNDBERG, REPRESENTING THE CITY OF CoNNEAUT, OHIO,
AND LOCAL No. 3256, AFL-CIO, STEELWORKERS OF ADMERICA

Ay name is Arvo E. Sundberg, 414 Detroit Street, Conneaut, Ohio. I am a
member of the Steelwerkers of America, AFi~CIO, Local No. 3256 and a Direc-
tor of the Conneaut Port Authority.

I am representing the City cf Conneaut (population 16,000) by appointment
of Council President William Wilson and unanimous approval of City Council,
and Local No. 3256, AFL-CIO, Steelworkers of America, the bargaining unit at
The Pittsburgh & Conneaut Dock Company. We go on record supporting House
Resolution 14120, introduced by Representative Charles Vanik of Ohio and its
counterpart in the Senate: Bill 2537, introduced by Senator Vance Hartke,
Indiana. Conneaut City Council unanimously passed a resolution Monday—May
6, 1968, in support of this proposed legislation.

Conneaut, located in the Northeast corner of the State of Ohio, is one of the
leading bulk cargo ports on the Great Lakes, and ranks high in the nation. Iron
ore from the Upper Great Lake Ports (Minnesota area) and Canadian ores
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(Labrador area) via St. Lawrence Seaway is our main import. These ores, un-
loaded at our port, are transshipped inland to the steel mill area, mainly Youngs-
town and Warren in Ohio, and Pittsburgh and Sharon in Pennsylvania. Lime-
stone is an important import, too ; coal an export.

The Pittsburgh & Conneaut Dock Company is well on its way towards com-
pleting a modern high-speed coal loading facility and beginning the construction
of similar facilities for ore and limestone unloading.

TForeign ore imports have been harmful to our harbor and City economy. Since
it does not move through our port, I do not have exact dollar figures, but let
me bring some points to your attention: Exhibit A shows 13,282,414 Gross Tons
of ore unloaded in 1953; 12,699,685 Gross Tons were unloaded in 1957. Normal
tonnage in those years ranged from 9 to 11 million tons. This was what is called
group ores, from Upper Great Lakes Ports (Minnesota areas), American ores—
hauled by American ships—between American ports. We were rated as the fastest
single dock for unloading iron ore in the world.

Discovery of foreign ore deposits with higher iron contents later shipped into
our ports and steel mill areas (Pittsburgh, Youngstown, ete.) really slowed down
our Harbor operation. Foreign ores have stymied the whole Great Lakes ore
commerce. The State of Minnesota passed legislation lowering taxes on mined
ores to help combat foreign ore competition.

The American Steel Industry, through extensive and expensive research, de-
veloped a process of pelletizing low grade ores into higher iron-content ores. These
new pelletizing plants in the Upper Great Lakes area are just getting into full
operation. Now I note that a new, similar $50 million plant is being constructed
in Venezuela, so our foreign ore competition is still there.

The Conneaut Harbor ore unloading business is making a comeback with
Upper Lakes pelletized ores and Canadian ores via St. Lawrence Seaway. The
Canadian ores from Labrador ore fields, shipped via the Seaway, are a welcome
stabilizer leading to our port’s more steady operation. Note the total Seaway
percentage (%) on IExhibit A. This ore trade is in constant jeopardy due to
unfair Seaway tolls. The Great Lakes basin, as a whole, is handicapped in world
commerce generally, due to Seaway tolls—the only American waterway with
tolls. :

Unit trainloads of ore, new self-unloading (1970) bulk cargo vessels (40,000
tonners in comparisen with today’s 18,000 to 20,000 tonners) and keener com-
petition between ports is a constant challenge to the workers and labor leaders
in retaining the present employment. ;

Continue uncontrolled and unfair foreign ore imports, and one can foresee
trouble ahead.

The Nation’s Steel Industry—the industry that has been the barometer of our
Nation’s economics, and stock market investors, will be in trouble. As goes Steel,
so goes the country—was once a factual statement. What is happening to this
once proud industry? I believe nothing more than what has happened to many
industries, and still others will face. Competition within the industry, sub-
stitutes like plastics, aluminum, etc., longer-lived corrosion resisting steels, and
other improved lighter, yet stronger steel alloys, are all part of the picture. The
Steel Industry is meeting these competitive factors through technological im-
provements, automation, and overall plant modernization, which has substantially
improved production. .

Loss of jobs through mergers, automation, improved plant facilities, ete., is an
ever-increasing, serious problem to the men affected, and officers of labor unions.
Severence pay, right to transfer within the industry, higher pensions to en-
courage earlier retirement, assistance in seeking new jobs, are constantly being
bargained for by the companies and unions..In the Steel Industry alone, 100,000
jobs have been lost since 1952, even though production has increased. Steel im-
ports are currently costing the American Steel Industry about 129, of its domes-
tic market. If this steel were produced in United States, at least 85,000 addi-
tional job opportunities would be available, plus thousands of others in sup-
porting industries. In 1957, the United States imported 1.2 million tons; in 1967,
11.5 million tons, and the current rate is estimated at 16 million tons on a yearly
basis. Foreign steel imports, left uncontrolled, will cause irreparable damage to
the industry, workers and the American economy. It seems ironic that our Na-
tion is the world’s largest steel producer and yet the world’s largest steel im-
porter, with unused capacity which could fill all demands. The costly prepara-
tions the industry has made for expansion and growth, the hope of steelworkers
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for advancement and new openings, is being siphoned off by foreign imports.
(Mill operators’ statement. Wall Street Journal, May 28, 1968.)

Mr. Chairman, I recognize that foreign imports are a complex problem. I
feel sure that Labor and Industry prefer free and fair trade, with little or no
Government intervention, but the foreign competition we have encouraged and
helped develop, with our tax dollars, is taking unfair advantage of us and is
disrupting our industry and economy at the expense of our workers. This was
well-stated by Senator Russell B. Long of Louisiana (Sunday—May 26, 1968,
New York Times) quote: “I do not believe that all jindustries which have sought
to preserve their rights to existence should be callously called ‘protectionist’.
There are some equities which we ought to consider with regard to these indus-
tries and their employes. If not, we will find ourselves ‘upholding our interna-
tional commitments’ and standing on our own principles, while other countries,
without the same commitments or principles, steal the horse from our barn by
taking the American markets from American industry”.

Some industries for years have unsuccessfully sought foreign import protec-
tion quotas through their Representatives and Senators. Now, more industries
and unions are becoming seriously concerned about uncontrolled foreign im-
ports, and with good reason. Manufacturers throughout the world, whether they
make computers, steel, T.V. sets, compact cars, look at the U.S. market as a
Jucrative dumping ground for their products.

Japanese electronic companies are poised to launch a new assault on the U.S.
market. They aim to export a variety of products, using integrated circuits, in-
cluding electronic calculators and television sets. But they also aim to limit or
delay foreign investment (U.S. companies) until Japanese companies are strong
enough to hold their own against imported capital and know-how (May 4, 1968,
Business Week). The Japanese do “smart business”, develop their own country
and industries on American capital and know-how. No foreign country can have
major control of any of their industries. American-made cars are practically
non-existent in Japan.

United States, a few vears back, exported more steel than it imported. Ameri-
can tax dollars and know-how helped rebuild and modernize our foreign friend’s
industries and now they outbid us in our own country.

Francis Cameron, Chairman of St. Joseph Lead Company, stated he didn’t
like to see quotas imposed, but it would be “stupid” not to supply U.S. domestic
customers from domestic sources at a time when concern is being expressed over
the balance-of-payments situation and when there is a problem of oversupply.
(Wall Street Journal May 14, 1968).

United States steel mills surely can fulfill America’s needs.

James Roche, General Motors’ Chairman, states: “We believe that vehicles
produced in the United States should have the same unrestricted access to over-
seas markets that imports into the United States enjoy today”. (New York
Times, May 24, 1968)

As T understand it. many American-made products cannot be exported directly
to various foreign countries. American industry is compelied to build subsidiary
plants, as market-sharing licensees in foreign countries. Only an American sub-
sidiary in France, for instance, has the right to supply markets in French-speak-
ing African countries, this—in effect—cuts out exports from America. This
definitely is not fair-trade.

Money goes to any part of this world: wherever it gets the best return. The
TFederal Government is concerned about this monetary outflow. Definitely there
should be serious concern about the tax-paying American worker so that he
does not get short-changed through this “shuffle” of dollars.

I disagree with Transportation Secretary Alan Boyd in his major “reforms”
on the nation’s maritime program, especially proposing building ships in foreign
countries. Why talk about balance-of-payments? With Mr. Boyd’s stand, the
Great Lakes shippers will have difficulties getting Federal assistance for rebuild-
ing their much-needed bulk cargo fleet. (Journal, May 21, 1968). I'm happy to
read that the House Appropriation Committee voted $245 million for next year’s
construction of the Merchant Marine units; will some pass on to the Great Lakes?

Mr. Chairman, sometimes one wonders if the Federal Government is more
concerned about foreign growth and economic problems than our own. I believe
we bend over backwards to uphold our image and be helpful to all countries. But,
let’s not turn our back on American citizens and workers. Today’s labor market
is tight; every able-bodied person can find employment. This can change.
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Picture the thousands of American workers who lost their jobs or were set
back in the labor pool because of automation and mergers. Reluctantly, they had
to accept the fact that automation and/or mergers are a must in today’s highly-
competitive business world, hoping that with anticipated company growth they
would be hired back and work up the ladder again. Once they fully realize that
foreign exports are siphoning off this growth and their jobs, then be prepared to
watch the fur fly. The United Steelworkers, AFL-CIO Labor Leaders see this
picture, and encourage support of the two pending pieces of legislation for the
good of all American labor,

All the American worker seeks is opportunity to work and advance. He will
provide for his family, build his own home, fight for his country, pay his taxes,
and spend his money here in enjoying the fruits of his labor. American Industry
and American Labor have always been willing to work together to enjoy the good
things of life; together they can compete with any and every country on equal
terms for the world market. In today’s world, each country seeks to protect their
own. We are not ready for one world society or Government. In fact, the fear
of America’s greatness by our foreign friends is an obstacle. They want our
money, pick our best brains, and call the shots. The Theatrical Stage Employees
Union, worried about members’ unemployment caused by more film-making
abroad, earmarks $100,000 to plug American-made movies. This we must add to
“Buy American”. .

The Wall Street Journal, Wednesday—May 29, 1968, carried the article en-
titled : “Johnson’s Trade Message Urges Rejection of Proposed Legislation on
Import Quotas”. I want to comment on this as I understand it. I fully under-
stand that I am not as well versed as some members of the Administration, so
please correct me where I am wrong. :

First, I believe that we are bargaining in reverse. I believe that we have al-
lowed The European Common Market Countries the whip hand. They are offer-
ing to speed tariff cuts substantially ¢f the United States won’t impose new
protectionist measures and wins repeal by Congress of the “American Sell-
ing Price”. Then, the President called on other nations to join us to reduce
major non-tariff barriers that impede international commerce and block U.S.
products from competing for world markets. “We will step up our efforts to
prompt removals of these trade restrictions” he said. The ifs and Congressional
repeal are held over our heads. My studies show that the Common Market coun-
tries and Japan have non-tariff barriers, market-sharing, limitations on foreign
investors, etc. much more than our country’s limitations on imports. They can
give a little and yet have an open road to dump more of their products here.
Our country’s trust in other countries’ promises always seems to backfire. Let’s
not kid ourselves; they need us. We should bargain and bargain hard and not
sacrifice our labor. Our history shows that we win on the battlefield and lose
at the bargaining table.

The President criticizes the import-quota proposals. He said they wouldn’t
protect the jobs of U.S. workers or the markets of American businessmen, but
would force higher prices and prompt other nations to retaliate with new restric-
tions. Here, again, we show weakness. Does this mean that only by foreign
imports can we keep our prices down at the expense of our labor?

The President further asks Congress to amend the 1962 Trade Expansion Act,
stating it is too complicated and rigid. In this Act it seems to imply that imports
do away with jobs (this should never happen), and only if there is “substantial”
injury will one be retrained—how many job losses is substantial? (estimated
100,000 jobs in Steel Industry alone, and how many more in Auto Industry with
only 120,000 cars exported to foreign countries, excluding Canada?)

How do measure jobs from Company’s expected growth when this growth is
taken up by exports, as in Steel?

Mr. Chairman, when the Steel Industry, one of the largest industrial employers
and taxpayers in our Nation, says their growth is siphoned off by unrestricted,
unfair foreign steel imports and when the Steelworkers of America, AFL-CIO
say that foreign imports of steel and ores is eliminating jobs and they both
join hands in common cause on eve of wage negotiations—they, I will believe.

I want to thank Chairman Wilbur Mills and members of the House Ways and
Means for making it possible for us to appear here and give our viewpoints on
Foreign Imports. i

T tried to make as strong a statement as possible in pointing out that job
opportunities to the American workers should receive top consideration in pass-
ing legislation on Foreign Imports.

95-159—68—pt. 5——30



2252

Conneaut Harbor is affected by Foreign Imports of Ore and Steel which, in
turn, affects our city’s economy. During the peak years, there were 320 hourly
employees; now we have 185 with 23 laid off. These seem like small figures, but it
is one too many to the individual worker that is effected.

SUPPLEMEXNT

A. Our Federsal Government is our country’s largest employer with the largest
payroll and largest buyer in the American market. It is the barometer of our
nation. Our government l!eaders—with their beliefs, faith and powers to
legislate—are continually seeking to improve our way of life, and have molded
our present society. The nations’ leaders have promoted, encouraged and lauded
our high standard of living. and stated there is more to come.

Our Federal employees, elected and appointed government officials, industrial
supervisors and workers, receive the best monetary returns of any country in the
world. We are all as one, seeking in our own way, the fullest benefits from the
fruits of our Iabor. Desire to work. promotions, seniority advancements with pay
increases—which add to improved pensions, is our normal pattern in life.

The propoesed legislation House Resolution No. 14120 and its counterpart in the
Senate are sound bills. They help assure growth in the American Steel Industries
and allow generous quotas for foreign steel imports. With industrial growth,
many seninr workers will have better opportunities to regain their status, more
new job opportunities for returning veterans and youth coming into the labor
market. and in turn, will support our Federal Government’s hard core program.

We seek your Committee’s support on this Flouse Resolution.

B. European automakers are increasingly turning their attention toward the
“third market” of underdeveloned nations in mid and far Fast. Its potentials,
they believe, are enormous. About 449, (3.9 million) autos will be shipped out by
Eurcpean nations this year of their estimated total production of 8.8 million
cars: 44% export to our country’s 120,000 autos. (Wall Street Journal-—Tuesday,
May 21, 1968). How can anyone defend the unjust export regulations that our
nation’s auto industries are saddled with?

EXHIBIT A
ORE TRADE AT CONNEAUT HARBOR, OH!0

Total tonnage Number of From Lake Via Seaway
Year (gross tons) vessels Superior (gross tons)
(gross tons)

13,282,414 1,013 13,282,414 . ___._.__.

12,699, 685 1,042

629, 833 46
1,601,178 113 1,601,178 ______ -
1,504,083 84 485,954 , 018,089
3,522,998 212 2,479,399 1, 043,599
4,362,799 293 3,376,986 965, 813
6,699, 463 423 3,847,317 2,852,146
5,899, 648 354 3,019,758 2,879,890

ExHIBIT B

COAL TRADE AT CONNEAUT HARBOR, CHIO

Total tonnage Number of Percent Canadian
Year (net tons) vessels ships carried t

645,434 83 23.48
890,742 99 26.77
1,155,616 137 43,58
1,282,120 136 75.62
3,466, 385 269 76.24
5,104,419 478 84,55
6,482, 105 427 69. 80

1 Via Welland Canal.
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STATEMENT OF C. WILLIAM VERITY, JR., PRESIDENT, ARMCO STEEL CoRP.

Mr. Chairman and members of the Committee, my name is William Verity.
I am president of Armco Steel Corporation, a fully integrated producer of steel
mill products with headquarters in Middletown, Ohio. This statement is sub-
mitted on behalf of the 40,000 men and women employed by Armco throughout
the United States as well as approximately 75,000 persons who have invested
in the common stock of the company. We appreciate this opportunity to request
your favorable comsideration of legislation for immediate limitations on the
import of foreign steel. i

Very frankly, our concern about excessive foreign steel imports stem from
our desire to maintain Armco as a company with a future—a future that can
create new jobs for today’s young people, offer greater advancement opportunity
and other rewards for performance to present employees, and provide a reason-
able return on investment to our shareholders.

By January 1, 1970—about 18 months from now—Armeco will have completed
almost all of a six-year, 800-million-dollar program of capital improvements to
steelmaking and manufacturing facilities in California, Kentucky, Maryland,
Missouri, Ohio, Oklahoma, Pennsylvania and Texas, and to our coal mines in
West Virginia. 3

This represents the greatest capital improvements program in our history.
By 1970, Armco will have nearly doubled—within just six years—its total in-
vestment in property, plant, and equipment (and will have become a commen-
surately higher contributor to Federal and local tax revenues). At the same time,
our company’s long-term debt load and lease obligations will be more than three
times as heavy as they were in 1964. '

When Armco management made the decision early in 1964 to commit this
enormous amount of capital to more productive and more versatile facilities, it
represented the culmination of many exhaustive studies of market conditions
and steelmaking technology. But it also was based in part on these two assump-
tions: .
First, that the total consumption. of steel in the United States would

continue to keep pace with general economic growth, ie. a growth rate of
about 4% annually.

Second, that with these advanced and more productive facilities, Armco
could at least maintain its current share of the market.

It is now painfully apparent that our 1963 projections should have given
greater weight to the fantastic growth of steel imports. Otherwise, current
ficures indicate that our assumptions were on the conservative side—the growth
in apparent domestic consumption has been at an average rate of 5.29% since
1962, and Armco has slightly improved its relative position as a domestic steel
producer. .

But too much of this growth in consumption went to foreign producers, during
the period 1962-67, when steel imports grew at an average rate of 22.89
annually. We developed our projections during a period when foreign steel im-
ports represented only 1 ton in 16 of apparent domestic consumption; today,
that ratiois 1 ton in 8, and growing.

We at Armeco still have faith in the strength and potential of the U.S. economy,
but we no longer have assurance that the domestic steel producers, including our
company, will be allowed to share proportionately in this growth.

As I see it at this time, Armeco can realize the benefits of its capital improve-
ments—and the additional jobs and revenues such improvements can bring—
only if some equitable method can be worked out whereby our company can
share in the growth of domestic consumption. The Iron and Steel Orderly Trade
Act, in my opinion, will provide all steel producers, both United States and
foreign, an opportunity to participate in the anticipated growth of our domestic
steel markets. |

If no action is taken to restrain imports, I am convinced that foreign steel will
take an even greater share of the domestic market. Under such circumstances,
the debt burden Armco has already assumed for this capital improvements pro-
gram could very well sap our financial resources to the point where it will be
difficult to maintain a satisfactory rate of growth.

Armco management has already reached the point at which we are reluctant
to commit ourselves to further capital investment for steelmaking operations.
As an example, we intended to ask our Board of Directors last Friday to au-
thorize funds for two major additions at our steelmaking plants. But after
reviewing the current situation, our Executive Committee decided to defer both
recommendations. While I would prefer not to identify the facilities or the plants
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involved, I will say that the total capital expenditure involved was in excess of
$100,000,000. :

In conclusion, Mr. Chairman and members of the Committee, we at Armco feel
that our company is at a crossroads. Your decisions and actions will to a great
degree influence our future direction. I strongly endorse the remarks submitted
by Mr. Tom Patton on behalf of the domestic steel industry, and hope that this
frank presentation of our company’s concern will illustrate the dilemma facing
our industry today.

STATEMENT OF NICHOLAS P. VEEDER, CHAIRMAN OF THE BOARD AND PRESIDENT OF
GRANITE CITY STEEL Co.

The steady increase in imports of foreign steel is a matter of local as well as
national concern. My comments will be about the local aspects of this problem
and, specifically, about the impact of steel imports on our company and the
Midwest community where our plant and offices are located. I hope to give the
Committee on Ways and Means a fresh perspective on the extent to which unem-
ployment and economic hardship could ultimately develop in industrial com-
munities such as Granite City, Illinois. Certainly, the outlook for the future is
bleak as long as our government continues to allow the steel industries of Burope
and Japan to ship unlimited tonnages of their excess steel to American markets.

Let me make one point clear at the outset. The size of my company has not
increased our vulnerability to import competition. Granite City Steel is a small
company in comparison with most of the other integrated U.S. producers of flat
rolled steel products. However, all our production facilities are concentrated in a
single large plant. We are able to realize the operating efficiences which come
with size in the steel industry. Our profits have been above average for our
industry in most past years. Our plant is modern throughout and we are able to
take care of ourselves as far as normal competitive pressures are concerned.

Import competition is another matter, even for Granite City Steel which has
an unusually heavy investment in large, highly automated facilities. The average
capital invested per each employee at our company amounts to $52,447. This is
substantial even by the standards of the flat rolled steel industry which is ac-
customed to using some of the largest and most costly production facilities to be
found in modern industry. We have invested more than $350,000,000 in plant
expansion and modernization since 1950 to transform a once marginal and semi-
integrated producer into a modern, efficient steel company integrated all the
way back to the iron ore mine.

It is occasionally stated that American steel companies have been afraid to go
into debt heavily enough to finance the investment required for them to take full
advantage of new technologies. Our company would not exist today if several
generations of management had not been willing to go into debt very heavily
indeed when there was an opportunity for profitable growth.

Our heaviest capital investment has been made during the last 314 years.
Granite City Steel’s net worth when we began this program was $113,027,000.
We have since then invested well over that amount—a total of $135,000,000—in
expansion and modernization of our Granite City plant and the development,
jointly with Hanna Mining Company, of an iron ore mine and pellet plant only
85 miles from Granite City.

Today our company is stronger competitively than at any time in its history.
However, depreciation and interest charges have increased tremendously and
our long-term debt is at an all-time high of $148,189,000. This is the price of
growth and we knew what to expect when we began to plan this program. Our
decision to go ahead was based on the increasing demand for steel in our 25-
state regional market. There was every reason to expect that we would be operat-
ing at much higher levels after our new facilities were completed. We would not
have embarked on this program if we had not counted on higher volume, con-
sistent with the growth in our market, to pay for it.

The current demand for steel is artificially heavy as a result of strike hedge
purchasing. Leaving that aside, we have found that the growth in demand for
steel in our market area has taken place as expected but that the additional
volume is being siphoned off by imported steel.

Total imports of flat rolled steel in 1964, the year we arranged financing
and committed ourselves to our latest expansion and modernization program,
amounted to only 1.700.000 tons. Now, with more than three years of construction
and breaking in behind us, we see imports of flat rolled steel at a level which is
expected to bring the total for 1968 to almost 10,000,000 tons. The consequences
are obvious.



2255

Even the 5,500,000 tons of flat rolled steel which arrived in the United States
in 1967 had a severe impact on our company and on that part of the bi-state St.
Louis area consisting of the industrial district where our plant is located.

We have made several calculations based on the assumption that Granite City
Steel’s share of the American market lost to foreign flat rolled steel last year
would have been the same as our share of the total American market for flat
rolled. On that basis, we can report as follows :

1. Our company employed an average of 5,183 men and women in 1967. We
would have employed better than 109 more people except for imports. As it was,
those jobs went to steelmakers in Europe and Japan.

2. OQur company paid $48,197,000 in wages, salaries and employee benefits in
1967 and most of it went to residents of Granite City and other nearby com-
munities where we are the leading single employer. We would have paid almost
86,000,000 more into the local economy except for imports. The additional pay-
rolls would have meant a lot to a community the size of Granite City, Illinois,
which has a population of about 40,000.. We would also, of course, have paid
more state and local taxes except for the business lost to foreign steel companies.

In summary, we were damaged by steel imports even at their 1967 level.
Granite City Steel lost important orders last year and provided fewer jobs.
The economy of Granite City, Illinois, was less active last year and retail
sales and other local business activities suffered to the extent that we pumped
less money into the economy as a result of imports.

The 1968 import problem promises to be much worse and especially for flat
rolled producers. The biggest growth in imports during the first four months
this year compared with the same months in 1967 was in our products. Imports
of all steel products were up 519 for the four months this year. Imports of flat
rolled products were up 76%. If flat rolled imports continue at the present rate
the rest of 1968, we will see 169 of the U.S. market for flat rolled taken over
by imports. In some flat rolled products, imports will account for over 20%.

If present trends continue, imports will ultimately capture so big a share
of the market for some steel products that it will no longer be profitable to make
them in the United States.

We ask you, what can we do.about this that we have not already done?
We have a very modern steel plant. We compare favorably with the most
technologically-advanced foreign flat rolled steel plants. However, we cannot
compete with their low wage costs which: enable them to undersell American
steel producers at price differentials that exceed our total profit margins.

‘We are running out of time. What is needed is action now, action in the form
of quotas limiting the volume of steel imports. Any delay would only encourage
the foreign steel producers, particularly the Japanese, to continue their tre-
mendous expansion of steelmaking facilities on the assumption that they can
use the United States as a market for their surplus steel.

The real and present danger here is that we will see permanent damage done
to a basic and vital part of our modern industrial economy, the American
steel industry, before anything is done about the import problem. Should that
happen, it may well be that we have exported steelworker JObS and imported
not only steel but a lower standard of living for us all.

STATEMENT OF PAUL B. AKIN, PRESIDENT, LACLEDE STEEL Co.

Chairman Mills and Distinguished Members of the Committee, my name is
Paul B. Akin. I am President of Laclede Steel Company, one of the smaller com-
panies in the basic steel industry. Laclede headquarters are in St. Louis, Mis-
souri, with steel mills in Alton and Madison, Illinois, in the St. Louis district
and with warehouse fabricating plants in Texas, Louisiana, Tennessee, and
Florida. Laclede Steel Company has about 4,500 employees.

I appreciate the opportunity to offer a statement for the record in connection
with hearings of the Ways & Means Committee on the subject of steel imports.

Laclede’s product line consists to a large extent of reinforcing bars, rods, and
wire products. OQur earnings started feeling the adverse effects of foreign steel
imports as early as 1956. Enclosed is a chart that illustrates graphically this
decline of earnings in the years that followed. In 1964 earnings fell to a level of
1 percent on net sales. We have undertaken a heavy modernization program
since 1964, and we expect debt ratio to reach 40 percent this year. Although we
have been able to improve our earnings on net sales to 3.2 percent last year,
much of the improvement is a result of the investment credit earned on our
construction program. Our new equipment is extremely modern, and we are



2256

justly proud of it; but the discouraging aspect of this program is the knowledge
that the Europeans and Japanese are building just as fast and just as modern
at a much lower cost. Forty-one cents of our sales dollar goes into labor. If we
had the Japanese wage rate, only 8% cents would go into labor ; and there would
be lots of room for lower prices and profit. Obviously, they can and will continue
to take more and more of the U.S. market as fast as their new equipment comes
on line.

I am proud of the fact that the United States has a high standard of living,
but I see no way that Laclede will be able to compete for long with the Japanese
and the European steel industry against such an economic inequity.

It is my ardent hope that you will place a limit on the amount of steel that
can be imported into the United States.

‘l” LACLEDE STEEL COMPANY SAINT Louls, MISSOURI
e
LACIEDE
Cie
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Lukens StEEL Co.,
Coatesville, Pa., June 24, 1968.
Hon. WiLBUR D. MILLS,
Chairman, Committee on Ways and Means,
U.S. House of Representatives, Washington, D.C.

DEAR CHAIRMAN MrirLs: Lukens Steel Company is a manufacturer of plate
steels which are used in petroleum, chemical and food processing; electrical and
atomic power equipment ; industrial machinery and machine tools; construction;
missiles and ordnance; transportation; shipbuilding; boiler manufacturing
mining and quarrying equipment, and bridge and dam construction.

It has annual sales of approximately $130,000,000 and employment of 5,500.
Since its inception in 1810, the company has played an important role in the
economy of Coatesville, Pennsylvama, and Chester County, where it is the major
manufacturing enterprise. Even so, its sales represent only 3.1 percent of the
largest firm in the steel industry.

The company has been a reliable employer of Chester County people over the
more than a century and half of its existence so that today among its employees
are men and women whose parents, grandparents and great grandparents worked
here.

Lukens competes vigorously and successfully in the plate steel market. In the
past 10 years it has invested $86 million in a continuing plant modernization
and improvement program, and it plans to spend an additional $50 million in the
next five years. This is indicative of its firm resolve to strengthen further its
competitive ability both presently and in the future.

There is cause for alarm, however, in the unfair advantage enjoyed by foreign
competitors in our domestlc market and the barriers other countries raise against
the sale of our products there.

You and other members of the Ways and Means Committee heard Thomas F.
Patton, chairman, Republic Steel Corporation, and I. W. Abel, president, United
Steelworkers of America, testify on June 18. The joint appearance of those two
men emhasized their concern over the impact of the growing increase in steel
imports.

We at Lukens share that concern. For a company of our size to compete suc-
cessfully with the major producers in the U.S.A., an extra measure of energy
and ingenuity is required constantly. The problem is enlarged when the company
also has to compete domestically with forelgn steel producers which have advan-
tages of home market protection, subsxdles in prices and taxes and which are
instruments of national policy.

It is our intense desire as individuals and corporate citizens to promote free
and equitable world trade, but it is increasingly difficult to compete in an inter-
national environment whlch legislates against free market competition.

Therefore, we earnestly request your committee’s favorable consideration of
our views and ask Congress to enact the Iron and Steel Orderly Trade Act.

Sincerely,
CHARLES LUKENS HUSTON, Jr., President.

CONGRESS OF THE UNITED STATES,
. HOUSE OF REPRESENTATIVES,
Washington, D.C., June 28, 1968.
Hon. WILBUR D. MiLLS,
Chairman, Committce on Ways and Means,
House of Representatives, Washington, D.C.

DeEArR MR. CHAIRMAN: Enclosed is a statement prepared by Mr. Martin N.
Ornitz, President of the Roblin Steel Company of North Tonawanda, New York,
in my congressional district, in support of my bill H. R. 13277. I understand this
bill is being considered along with other tariff and trade proposals in the hear-
ings now being held by your Committee,

In order to save the time of the Committee, we are submitting this written
statement and did not submit a request to be heard in person. I respectfully re-
quest that this statement be made a part of the hearing record and that it be
given full consideration at the appropriate time.

Thank you for your attention to this matter. -

Sincerely yours,
HENRY P. SMmiTH 111,
Member of Congress.
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RoBrIN STEEL Co.
North Tonawandae, N.Y., June 24, 1968.
Chairman YWILBUR D. MILLS,
Committee on Ways and Means, U.S. House of Represcntatives, Longworth
House Office Building, Washington, D.C.

My DEAR CONGRESSMAN Mirrs: Your Committee at present is making a study
of tariff and trade proposals. We wish to bring to your attention a discrepancy
in the tariff regulations in which the tariff on billets is higher than the tariff on
rod, a finished product made from billets. In this case, the tariff on a semi-manu-
factured product is nearly twice as high as that on the final product made from
the semi-manufactured material. It would seem desirable that a proper spread
be maintained between the tariff on imported billets and that on rod to permit
domestic producers to roll foreign billets into rod and be competitive with im-
ported rod material and provide jobs for U. 8. workers. Under these circum-
stances, the tariff on billets should be lowered or the tariff on rods should be
raised.

We further wish to point out the fact that the amount of rod presently being
imported is growing at a very fast rate and will be even a bigger factor in the
future to those producers in this field. We at Roblin Steel Company, although
only a small steel producer of rod and bar, have seen some of our major cus-
tomers increase their consumption of imported rod from 5 or 10% to as high as
759 of their present usage. Further, we have been advised by many of our cus-
tomers that to remain competitive, particularly in the industrial and automotive
fastener trade, that they will be forced to purchase larger tonnages of foreign
rod for their applications. It is interesting and alarming to note that the price
structure on foreign rod and bar is as great as 20 to 409 under current domestic
prices.

TWe have also found that in the wire drawing industry the amount of foreign
steel coming to our customers has been increasing at a rapidly accelerated rate,
again, at price structures considerably under that currently listed by U.S. pro-
ducers.

We at Roblin Steel Company find it very difficult to compete with imported
steel. We have utilized the latest innovations in producing steel, striving con-
tinuously to lower our costs through increased capital expenditures, efficiencies
in operation, and still, at the same time, see that our employees maintain a high
standard of living commensurate with the American way of life without lowering
the benefits we give them and the quality of product that we produce.

Additional studies are presently under way for expansion of Roblin Steel
Company facilities with a subsequent increase in employment in this area. The
present import situation is causing us great concern as to the feasibility of this
expansion in view of the encroachment by foreign steel in our domestic market.

We trust that your Committee will seriously consider the factors involved and
its effect upon our industry and the large number of employees who will be
affected.

Very truly yours,
MARTIN N. ORNITZ, President.

UNI0ON STEEL CHEST CORP.,
LeRoy, N.Y., June 4, 1968.
Hon. WILBUR D. MILLS,
Chairman, Committee on Tays and Means, House of Representatives,
Washington, D.C.

DearR CONGRESSMAN MiLLs: At long last it would appear that Congress is in
a mood to consider some sensible legislation with regard to imports. The need
for legislation not to bar imports but to land them at a competitive price has
been a crying need for many years. If we are to continue to have the highest
standard of living in the world with the labor costs that this produces, we cer-
tainly cannot expect to compete with foreign merchandise produced at 1 to Y%
of our labor costs.

We wish to go on record in behalf of Union Steel Chest Corporation and its
emplovees as respectfully urging that you bring before your Committee H.R.
16936 introduced by Congressman A. S. Herlong, Jr. and that you would see fit
to vigorously work for its passage. Our product (steel tool boxes and fishing
tackle boxes and injection molded plastic fishing tackle boxes) is a bit out of
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the ordinary and yet we have been adversely affected by both Japanese and
West Germany imports.
Your strong and immediate support of this proposed legislation will certainly
be appreciated by our entire organization.
Yours very truly, ;
0. J. MITCHELL, JR., Vice President.

AMERICAN PIPE FITTINGS ASSOCIATION,
! New York, N.Y., June 20, 1968.

Hon. WiLBur D. MILLS, . :

Chairman, Committee on Ways end Means of the House of Representatives,
U.8. ITouse of Representatives, Longworth House Ofjice Building, Washington
D.C.

DeAR MR. CHAIRMAN : This letter and Brief are submitted on behalf of the
producer-members of Malleable Iron Pipe Fittings of the American Pipe Fittings
Association who respectfully urged that action presently be taken which would
have the result of reducing imports of malleable iron pipe fittings (items USTS
610.7400 and 610.70600).

The industry’s position and facts supporting it are given in detail in the body
of the Brief, however, special emphasis is given to the facts by this summation.

(a) Fittings produced on the European Continent do not meet U.S. specifica-
tions, and vice versa. England uses castings to the same dimensions as the United
States but the finished fitting has a different thread. Hence, there is virtually no
trade between Continental Kurope and the United States. However, Japan pro-
duces a malleable iron pipe fitting identical with the one produced in the United
States. The American industry is being adversely affected seriously by imports
from Japan. }

(b) Nine domestic manufacturers, have discontinued manufacture, liquidated
their facilities, and laid off employees since 1952. This included two of the largest
firms in the industry each of whom had produced malleable iron fittings for over
100 years. The industry’s production workers are mainly from a limited educa-
tional level and these layoffs add to that hard core segment of unemployment
which today constitutes one of our Nation’s major problems.

(¢) The January 1, 1948 tariff rate on this product was reduced from 45% to
22149, ad valorem. At the “Kennedy Round” of GATT negotiations this was
further reduced to 119 ad valorem.

(d) Since 1948 there has been a substantial increase in imports to the serious
injury of the industry and its workers. More recently rough malleable iron pipe
fittings castings are being offered by English foundries emphasizing that since
deyaluation of the English pound they are in position to quote very competitive
prices.

(e) Since 1956 more than 959% of all imports have been from Japan, where
the hourly labor rates are only 63¢* compared with $2.83* in the United States.
In this industry 50% of the cost content of the produect is labor.

(f) Japanese imports have been taking an increasing amount of the American
%arket) and in July of 1967 the percentage was 13.66% (U.S. Bureau of Census

eport). :

(g9) An assured timely domestic source for malleable iron pipe fittings is vital
to National Security. Each 1,000 square feet of construction put in place requires
20.2 pounds of malleable iron pipe fittings. During World War II this require-
ment increased to 78.7 pounds. Without a dependable source construction for
shelter, sanitation, welfare and defense would be jeopardized.

(h) Present domestic capacity is fully adequate to meet existing and future
demands for this product. .

WirLiam C. SMITH, President.

Subject : Brief supporting recommendation on item 610.7400 and 610.7000 mal-
leable iron pipe fittings on behalf of producer members of the American Pipe
Fittings Association.

*Average hourly earnings in manufacturing, International Labour Office, Geneva.
Japanese figure includes salaried employees, family allowances, mid- and end-of-year
bonuses, In addition to U.S. figure fringe benefits paid by the pipe fittings industry amount
to approximately 70 cents per hour.
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PRESENTER OF BRIEF

This Brief is submitted by the American Pipe Fittings Association on behalf
of its members who produce Malleable Iron Pipe Fittings for 150 1b. pressures.
These Manufacturers produce all of this type of pipe fitting made in the United
States. The producers are :

ASSOCIATION MEMBERS

Grabler Manufacturing Co., Cleveland, Ohio.

Grinnell Corporation, Providence, R.I.

Stanley G. Flagg & Co., Inc., Philadelphia, Penna.

Stockham Valves & Fittings, Inc., Birmingham, Ala.

Union Malleable Mfg. Co., Ashland, Ohio.

J. P. Ward Foundries, Inc., Blossburg, Penna.

Warwick Co., Lincoln Park, R.I.

Wheeling-Pacific Division, Wheeling Machine Products Co., Woodlake,
California.

NONMEMBER COMPANY

Interlakes Machine & Iron Co., Grand Haven, Michigan.

THE INDUSTRY AND ITS PRODUCT

The Malleable Iron Pipe Fittings industry is a small industry, with the major-
ity of comparies located in small communities and thus provide jobs for an im-
portant percentage of the town’s workers. Of equal importance is the fact that
they pay a sizeable percentage of the tax requirements of their respective com-
munities and support local civic organizations financially and in many other
ways. That the companies have operated, and have been an essential part of
their communities for many years, is clearly shown by the following tabulation :

Manufacturers : Years in Plant location
business
Grabler Manufacturing Co., The___________ . 114 Tiffin, Ohio.
Grinnell Corp_______________________________ 121 Columbia, Pa.
Stanley G. Flagg & Co., Inc._ .. 114 Stowe, Pa.

Stockham Valves & Fittings, Inc_____
Union Malleable Manufacturing Co., The_...____.______ 56 Ashland, Ohio.

J. P. Ward Foundries, Inc_ 47 Blossburg, Pa.
Warwick Co., The____________ ___________ . _____...___ 33 Lincoln Park, R.I.
Wheeling-Pacific division, Wheeling Machine Products Co 43 Woodlake, Calif.

68 Birmingham, Ala.

The manufacturing facilities of the industry at current replacement cost are
comprised of over $50 million of capital investment and are made up largely of
specially designed single-purpose machines. These cannot be, except in minor part,
economically converted to other production uses. Therefore, there would be
needless waste of these tax producing facilities and millions of dollars in taxes
paid at local and the National levels would be lost if the industry were to decline
further.

Industry employees have long years of service with their respective companies
and possess the necessary skills and production know-how required. Over 509
of the employees have a service record of 10 years or more.

The bulk of the industry’s workers are drawn from that hard core segment of
unemployment which today constitutes one of our nation’s major problems. They
come from a limited educational level and the skills required are more physical
than educational. Most plants have a high percentage of Negro workers: over
509% of the workers in two plants are Negroes and all other plants employ
sizable percentages. Due not only to the limited educational level, but also to the
type of their skills, costly retraining program would have little to offer these
employees, their facilities or the companies.

Although plants are operated efficiently and equipment is highly mechanized,
profit margins have been small and frequently losses have been incurred. Com-
paratively small increases in foreign imports have a major impact on both the
cost of production and sales realization. Such negative impact is wholly out of
proportion to volume imported for the reason that said imports are confined to
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the popular sizes leaving the low volume high unit cost items to be produced by
the U.S. manufacturers. . : s

Pipe fittings are purchased only when there is a specifiec construction or com-
ponent need. Increased volume is not created by lower prices or other promo-
tional methods as in the case with consumer goods. Thus the sale of imported
fittings reduces the potential need for domestic fittings in direct proportion to
the quantities imported.

However, for reasons already noted, the impact of imports on the production
costs and sales realization of domestic manufacturers is grossly disproportionate
to the share of the domestic market pre-empted by imports.

All domestic malleable iron pipe fittings for 150 pound pressures are produced
to standards promulgated by the American Standards Association and the Amer-
ican Society for Testing Materials. These standards stipulate required dimen-
sions, materials and identifying markings. Hence, malleable iron fittings to these
common specifications are fully interchangeable.

MAJORITY OF FOREIGN-PRODUCED FITTINGS DO NOT MEET
U.S. SPECIFICATIONS

Although common specifications exist for domestically-produced pipe fittings,
most pipe fittings produced in foreign countries do not meet these United States
specifications. And are not imported. Likewise there is no foreign market of any
consequence for the American manufacturer.

These variations may include type of metal (for example, in Europe its ‘“white
heart” malleable versus domestic “black heart”) general design, dimensions,
weight, wall thickness, number of threads per inch, type of threads, or a combina-
tion of these and others. i

Japan, however, produces the same fitting as the United States and as our
labor costs are 415 times greater than theirs, they are able to capture a serious
percentage of the United States market while U.S. manufacturers cannot possibly
offer their fittings in Japan. |

Tllustrations of malleable iron pipe fittings are shown in Exihibit 1.

IMPORTANCE OF INDUSTRY PRODUCT

Domestic malleable iron pipe fittings are a standardized product and form an
integral part of the requirements of the construction industry. This includes such
building types as farm, residential, industrial, commercial, religious, educational,
hospital, social and recreational. It would include repair and maintenance of
such buildings as well. Significant quantities of these fittings are required in
shipbuilding and military facilities and are also required in oil and gas produc-
tion and distribution. In addition, many machine tools and hydraulic actuators
of all kinds require malleable iron pipe fittings as components.

The inseparable essentiality of malleable iron pipe fittings to the $50 billion
annual construction industry, and likewise to National Security, will be readily
apparent from the fact that for each 1,000 square feet of construction put in
place 20.2 pounds of malleable iron fittings are needed. During World War II
when competitive materials became essential to the direct war effort, the con-
sumption of malleable iron pipe fittings per 1,000 square feet of construction
increased to 78.7 pounds. !

Under like circumstances, no amount of “adjustment assistance” can meet the
urgent necessity for pipe fittings. Such pipe fittings provide construction for
shelter, health, sanitation and defense. :

Malleable iron pipe fittings are critical to National Security as proven in
World War II when the industry was called upon to support our industrial
expansion and vital security programs. As previously shown, the malleable iron
pipe fitting used in the U.S. is entirely different from the one used on the
European Continent and is produced in substantial quantity by only one other
country, Japan. Further injury to the U.S. malleable iron pipe fittings indus-
try can only result in further diminishing its ability to serve the Nation. And
in the event of a national emergency Japan might not be willing or able to
supply our needs. It is, therefore, imperative that the U.S. maintain adequate
production of malleable iron fittings within its own borders, as well as trained
workers.

Perhaps the best proof of the industry’s essentiality is the following letter
received September 6, 1945 from the War Production Board at the close of
‘World War II1.
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WAR PRODUCTION BOARD,
Washington, D.C., September 5, 1945.
Mr. Roy L. STEWART,
President, Pipe Fittings Manufacturers Association,*
New York, N.Y.

DEAR MR. STEWART : The Shipbuilding Division of the War Production Board,
according to present plans, will cease to exist as a Division on 1 October 1945,
or shortly thereafter. The present Director will return to inactive duty as of
approximately that date.

Before leaving the War Production Board, I should like to acknowledge to
you, and through you to the manufacturers of the pipe fittings industry, the
splendid cooperation and immediate response which the industry has given the
Shipbuilding Division in the last 4 years in meeting the greatly increasing re-
quirements in pipe fittings for the war programs, at times in face of almost
insurmountable handicaps such as competing demands for machine tools and
changing demands necessary to the fulfillment of the strategic plans as the war
progressed.

These programs were tremendous in their volume and range of types and
sizes. The components produced by the industry were critical almost con-
tinuously. They were essential to our greatly expanded Navy and Merchant
Marine and to the construction of a vast number of plants producing end prod-
ucts ranging from aviation gasoline to atomic bombs.

The accomplishment of this task so vital to the war effort is one of which
the industry can well be proud. I wish you all a full measure of success in
the peacetime years that lie ahead.

Sincerely yours,
J. O. GAWNE,

Captain, U.S. Navy (Retired),
Director, Shipbuilding Division.

PRESENT PLIGHT OF INDUSTRY

Today the Malleable Iron Pipe Fittings industry is plagued by declining mar-
kets both in prices and tonnage—domestic and export. This diminishing share
of the U.S. market is due in large measure to competition from low labor cost
countries, primarily Japan and has resulted in over capacity of production
facilities in the U.S. industry. Japanese produced fittings are equal in quality to
those produced in the United States as proved by inspection and tests in our
own laboratories.

In addition, Japan employs modern capital equipment of the most advanced
design as a result of installation made following World War I1.

The first malleable iron pipe fittings manufactured in Japan was in 1910.
They were manufactured by Hitachi, who manufacture the gourd brand of pipe
fittings. There are now twelve manufacturers of malleable iron pipe fittings in
Japan with an industry capacity of 160 million pounds a year. The Japanese
have taken almost all of the export market formerly enjoyed by the United States
malleable iron pipe fitting manufacturers. In addition the Japanese are increas-
ing their shipments of malleable iron pipe fittings to the United States.

The industry’s normal capacity to produce 150 1b. pressure malleable iron fit-
tings is approximately 150 million pounds per year. That such available capacity
is beyond that required is evidenced by the fact that for the five years ending
December 31, 1967 the annual average U.S. consumption was only 125 million
pounds as represented by the combined total of domestic and imported ship-
ments. Obviously imports are not necessary to meet existing or foreseeable de-
mands.

On the basis of pounds, imports of malleable iron pipe fittings have steadily
increased from 1.259% of American market in 1954 to an average of 8.239 for
the year 1967. In July of 1967 imports took 18.669 of the United States market.
The year 1968 started with January imports taking 10.219 of the American
market.

In addition unknown quantities of unfinished malleable iron fittings castings
(USTS 610.7000 not advanced) have been imported. More recently rough malle-
able iron pipe fittings castings are being offered by English foundries who em-
phasize that since the devaluation of the English Pound they are in position to
quote very low prices.

*Now presently American Pipe Fittings Association.
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While available data shows that imports have reached 13.66% of the domestic
market, such imports are composed mostly of the high production item 2’’ and
smaller. If the percentage of imports were calculated on the basis of this cate-
gory of sizes the percentage would be even higher.

Foreign producers concentrate on the size range of fittings which are mass
produced. They do not adequately supply the user with odd sizes and patterns
which because of lesser demand are made in small quantities. These service
items builders must have and conqequeatly the U.S. manufacturer must carry
the burden of supplying them, often at dispr oportlonately high cost.

Since U.S. producers cannot compete successfully in our domestic market with
the labor cost advantages held by foreign producers, it is obvious that export
markets have been far beyond our reach. -

CAUSE OF INDUSTRY PLIGHT

Pursuant to provisions of the 1948 GATT Agreement, the tariff rate on malle-
able iron pipe fittings was reduced as of January 1, 1948 to 22%4 9, from a previ-
ous 459% ad valorem. As a result imports rose from insignificant quantities to a
percentage detrimental to the American market. At the Kennedy Round of GATT
negotiations the tariff was again reduced to 119 ad valorem. This foreshadowing
further injury to the American industry.

In spite of the industry’s constant improvements in equipment and extensive
use of mechanization, not less than 509 of the total cost content of malleable
iron pipe fittings is labor or labor related costs. The high labor content is due
to the inherent production processes required in manufacturing this product.

Notwithstanding domestic production efficiency it will be evident that the dis-
parity in labor costs between domestic and foreign producers cannot be overcome.

The basic rate paid by U.S. domestic producers of malleable iron pipe fittings
average approximately $2.90 per hour, plus fringe benefits which amount to over
an additional 70 cents per hour. :

SOURCE OF IMPORTS AND PRICES

Due to more modern facilities and to employee training, productivity in Japan
compares favorably with that in the United States. Since 1956 over 959, of
foreign imports came from Japan, according to figures compiled by the bureau
of the Census. The Fittings are well distributed throughout the United States
markets as they are imported through over twenty ports of entry surrounding
the entire country ; Hast Coast, West Coast, St. Lawrence and Great Lakes, Gulf
Coast, Puerto Rico and Hawaii.

The average value per pound declared by importer at port of entry (C.LF.
prices) for Japanese malleable iron pipe fittings as taken from data available
through the U.S. Customs Offices have been as follows:

Japanese . Japanese
value value

Period: per pound Period: per pound

1957 19.4 11963 19.1

1958 18.5 1964 18.5

1959 19.2 1965 19.3

1960 19.6 1966 19.5

1961 19.4 1967 20.1
1962 19.2

After importers add distribution costs and profit margins these imported fit-
tings can still be sold in the domestic market at prices far below prices realized
by domestic producers.

Imports from the European Continent have not been significant as the so-
called malleable iron pipe fitting produced there is to an entirely different speci-
fication from the U.S. fittings. On the other hand, as noted above, the Japanese
fittings are the same as U.S. fittings.

REQUEST FOR ORDERLY FOREIGN TRADE LEGISLATION

It is respectfully urged that action presently be taken which would result in
a healthy American market for malleable iron pipe fittings (USTS 610.7400
and 610.7000).
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This request is based on the facts set forth in this Brief, which include the
following :

(@) Fittings produced in Europe do not meet U.S. specifications, and U.S.
fittings do not meet European specifications. Hence, any regulatory legislation
would not create any disharmony between Europe and the United States.

(v) Nine domestic manufacturers have discontinued manufacture, liquidated
their facilities, and laid off employees since 1952.

(¢) The January 1, 1948 tariff rate on this product was reduced from 45%
to 22149, ad valorem. It was further reduced to 119% ad valorem at the “Kennedy
Round” of GATT negotiations. :

(d) Since 1948 there has been a substantial increase in imports to the serious
injury of the industry and its workers. These workers are the unskilled and
semi-skilled who form the hard core unemployed.

(e) Since 1956 more than 95% of all imports have been from Japan, where the
hourly labor rates are only 63¢ compared with §2.83 in the United States. In
this industry 509% of the cost content is labor.

(f) An assured timely domestic source for malleable iron pipe fittings is vital
to National Security. Each 1,000 square feet of construction put in place re-
quires 20.2 pounds of malleable iron pipe fittings. During World War II this
requirement increased to 78.7 pounds. Without a dependable source construction
for shelter, sanitation, welfare and defense would be jeopardized.

(g) Present domestic capacity is fully adequate to meet existing and future
demands for this product.

(h) Foreign trade must be mutually beneficial to the countries involved.
Orderly marketing legislation will enable the United States to maintain a
healthy malleable iron pipe fittings industry and at the same time allow others
a share of our market which will not deprive American workmen of their jobs
in favor of maintaining the jobs of foreign workers.

MALLEABLE CAST IRON PIPE FITTINGS

Malleable Malleable Malleabl 3
Elbow 90° Elbow 45° Street Elhzw Ma&!za;ble l\il{a;g;:lg‘e
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PITTSBURGH, PA., June 18, 1968.
Hon. WiLBUurR D. MIiLLs,
Longworth House Office Building,
Washington, D.C. .

Drar MR. MiLLS : The purpose of this letter is to ask you to support legislation
limiting the amount of foreign steel which can come into the United States.

I am a director, a Vice President, and the General Counsel of Jones & Laugh-
lin Steel Corporation. It has become very clear over the past few years that Jones
& Laughlin and other American steel companies are being seriously hurt by the
greatly increased tonnages of foreign steel entering the United States. If some
restrictions are not soon enacted, serious economic and national security problems
will result.

‘While I, personally, tend to favor free trade, there are three factors in the
steel situation which lead me to a contrary conclusion. The first is that a sub-
stantial part of the foreign steel coming into the United States is from facilities
which have been built with money provided by American taxpayers. The second
factor is that our Government has chosen to do little or nothing about the
non-tariff barriers against American steel erected by countries like Japan which
are exporting steel to the United States. The third factor is that the govern-
ments of some of the countries from which steel is being exported to the United
States are subsidizing such exports.

I believe that it is in the best interests of all concerned in this country if
S. 2537 or similar legislation is passed by The Congress. I ask your help to
this end.

Respectfully,
W. PARKER SHARP.

UNIVERSITY OF PITTSBURGH,
DIViSION OF THE SOCIAL SCIENCES,
Pittsburgh, Pa., June 25, 19G8.
Hon. WILBUR MILLS,
House Ways and Means Committee,
House of Representatives, Washington, D.C.
Dear Siz: I am sending you the enclosed reprint which I thought might be
included in your hearings on Steel. :
Thank you.
Sincerely,
REUBEN E. SLESINGER,
Associate Dean, Professor of Economics.

[From American Economic Review, March 1966, Journal of the American Economic
Association]

STEEL IMPORTS AND VERTICAL OLIGOPOLY POWER: COMMENT

In the American Economic Review of September 1964 [1, pp. 626-551, Walter
Adams and Joel Dirlam criticize the domestic steel industry on a number of
counts—particularly regarding technology, production, pricing practices, vertical
integration, and imports. This communication will be limited to an examination
of the authors’ contentions about steel industry technology. Although several
other assertions of the authors justify a re-examination, space limitations are
such that this communication will not be able to examine these in the detail
necessary. .

The authors contend that U.S. steel producers have lagged behind foreign
producers in investing in technologically improved facilities and, further, that
they have invested in obsolete equipment and that improvements have been
adopted only when the industry has been forced to do so by the increasing
pressure of foreign competition [1, pp. 626, 646]. To support their charges, the
authors cite the examples of the oxygen furnace and the continuous-casting
process.

Specifically, the authors state that during the 1950’s, the U.S. steel industry
bought 40 million tons of the wrong kind of capacity, namely the open-hearth
furnace. They state that “Much of the U.S. industry’s current investment in
plant and equipment is calculated not to add to capacity, but to correct the
embarrassing investment errors of the last decade” [1, p. 627].
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Increases in open-hearth capacity in the steel industry are shown in Table 1.}

Although there was a net increase in open-hearth capacity of nearly 40 mil-
lion tons, only about 16% million tons were accounted for by the construction
of new facilities during this period. Further, the steel companies built only 5.6
millions tons of new open hearths—not 40 million tons—during the portion of
this period following 1953, when information about the oxygen furnace first
became generally available to the industry. The remainder of the increase in
capacity represented the results of improved utilization of ewisting facilities—
an approach which the steel companies found to be economically more desir-
able than construction of completely new facilities.

The authors surely do not mean to imply that a fully integrated steel mill
has complete control over the fluidity of its capital use. On the contrary, most
of the capital becomes sunken and fixed once it is brought into being. The best
that can be done in connection with technological changes is to attempt to
keep the existing physical plant from becoming uneconomical to operate by
making steady improvements and modernizations as these become technologi-
cally and financially feasible. It is only in the construction of new facilities
that a firm has the option of using existing technology or new methods, even if
the latter were operationally suitable at the time.*

TABLE 1—INCREASE IN OPEN-HEARTH STEELMAKING CAPACITY BETWEEN 1950 AND 1960

Net tonnage
Increases Decreases change in
United States

Revision of ratings of existing furnaces ... oo 31, 569, 050 2,561,600 29, 007, 460
New fUMN@CeS . - o oo oo oo c oo emmmmmmmmmmme—eaae 16,250,760 ____________._ 16, 250, 760

47,819, 820 2,561,000 45,258,220
Less: Old furnaces abandoned e 5,621, 080 5,621,080

Net increase. 39,637,140

1 Primarily due to the use of oxygen in existing furnaces, introduction of labor-saving equipment, and better refractories.

The authors assert that while the U.S. steel industry was emphasizing open
hearths, the European and Japanese firms were instead installing oxygen fur-
naces at a “breakneck pace” [1, p. 627]. The record shows, however, that from
1953 to 1960 the U.S. producers increased their open-hearth capacity by only
about 23 percent in contrast with an increase of about 79 percent for members
of the European Coal and Steel Community and of approximately 169 percent
for Japan.

The authors criticize the U.S. industry for being slow to adopt the oxygen
process in spite of its alleged widespread use in Burope more than ten years
ago [1, p. 647]. The oxygen process was first used commercially in Austria
in 1952 on two 35-ton furnaces with an annual capacity of about 400,000 tomns.
In Europe, another shop was started in 1953, still another in 1956, one more
in 1956, two more in 1957, four more in 1958, and two more in 1959. The total
capacity of all these operations approximated 4,000,000 net tons. An additional
five shops were started up in 1960, bringing the total oxygen-furnace capacity
in Burope by 1960 to about 5.3 million net tons. These data obviously cannot be
interpreted to mean that oxygen-furnace-produced steel was widespread in Eu-
rope ten years ago. In fact. as late as 1963, only about — percent of the stecl
produced in Europe was made by oxygen furnaces, this compares with about 7%
percent in the United States by 1963. By this measurement, U.S. producers were
technologically ahead of—not behind—European producers.

To understand the rate of introduction of the oxygen furnace in the United
States, it is necessary to examine both economic and engineering factors. The
early oxygen furnaces used in Turope had insufficient capacity to meet the re-
quirements of the large, integrated steel mills of the United States, where many
of the open hearths were producing heats (i.e., “batches”) of 300 to 500 tons.

1 Based on American Iron and Steel Institute data.
2 Subsequent discussion will indiecate why such a choice was not present for much of the

period.
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Although it would have been possible for large, integrated U.S. mills to have
constructed a number of small oxygen furnaces, there are two apparent reasons
why it was not economically desirable for U.S. producers to do this. First, large
producers undoubtedly determined that their large open-hearth furnaces were
more efficient in producing large tonnages than a large number of small-capacity
oxygen furnaces would be. This, of course, would not have precluded the very
small U.S. producers from constructing small oxygen furnaces, since these pro-
ducers did not have the same need for volume; generally, however, these very
small steel producers do not have blast furnaces, which are a prerequisite to an
oxygen steelmaking operation. A second reason by U.S. producers deferred mak-
ing investments in oxygen furnaces is undoubtedly that they felt they could
develop higher-capacity oxygen furnaces in the not-too-distant future and that
such furnaces would be much more efficient than small-capacity furnaces, which
were the only type that could have been built during this earlier time period.
To make the oxygen furnace feasible for widespread use in the United States,
a great deal of research and development first had to be undertaken; this was
to come at a future date.

At present, some 300-ton oxygen furnaces are already in operation in the
United States and others are being built, but the average-size oxygen furnace
now in operation in the United States is about 140 tons. Until the large oxygen
furnaces were developed, a number of companies adapted their large, modern
open-hearth furnaces with oxygen lances and have operated them as efficient
production units. In light of these facts, it seems quite apparent that there
would have been little or no advantage to the major U.S. companies from
oxygen furnaces, rather than continued use and improvement of the existing
open hearths, during the years before the large oxygen furnaces were perfected.

The process of the introduction of the oxygen furnace is neither hit-or-miss
nor one of massive replacement. Companies tend to replace the oldest and
highest-cost open hearths first, and only replace those where capital could not
be utilized more efficiently elsewhere. Now that 150- and 200-ton furnaces have
been engineered, one company after another is building this type of capacity.

So long as steel produced by conventional methods can compete with that
produced by newer technology, it would not be a wise economic decision to
scrap the existing facilities and to destroy vast investments in fixed capital.
It can be expected that newer technology will become more general as okl
facilities wear out and are scrapped. This is why it is unlikely that there will
be any future purchase of new open-hearth capacity, but there will continue
to be modifications, adaptations, and modernizations of such facilities so long
as they are cost-competitive. Any decision that involves the contemplated scrap-
ping of open hearths and their replacement by oxygen furnaces is carefully
weighed against the alternative uses of funds.

Another aspect of technology that the authors discuss involves the use of
continuous casting, a process made economically practical as a result of the
oxygen furnace. Continuous casting at the present time involves an uninter-
rupted process of steelmaking and steel-forming of in-process shapes for future
conversion. The authors again claim that the U.S. industry adopted the con-
tinuous-casting method slowly and only with great reluctance. But, once again,
it is necessary to point out that the structure of steelmaking operations in the
United States is very different from that in Europe, and that the size of the
economical producing unit in the United States is much larger. Even in the
United States, the mills that found it economical to adopt continuous-casting
techniques at first were the smaller plants.

Although the authors do indicate that continuous casting abroad “began to
move into high gear about eight years ago,” they do not add that most of the
40 machines installed from 1955 to 1962 had very small capacities. Only 10 of
the 40 had annual capacities in excess of 100,000 tons, and the largest was
rated at about only 350,000 tons. This contra«ts with modern blooming and
slabbing mills (which they replace) in the: United States that have annual
capacities in excess of 3,000, 000 tons.

Although it would h‘lve been possible for large, integrated U.S. producers
to construct small continuous-casting units at an earlier date, such an approach
would undoubtedly have resulted in higher unit costs. For the small producer,
however, who could not produce the volume of steel necessary to make the
operation of large-volume blooming, slabbing, and billet mills feasible, small
capacity continuous-casting units were economical. Continuous casting was not
installed by any large producers until a large-scale process was developed which

95-159—68—pt. 5——31
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would be more efficient than what the producer had at the moment, and until
the return on such an investment was anticipated to be higher than any alter-
native use of funds.

In summary, with reference to technological advances, it is imperative to rec-
ognize that the introduction of new methods is not dictated solely by the avail-
ability of a new process. The very technological nature of the industry itself
affects the wide use of newer methods, since early applications may be restricted
to smaller producing units. It also is important to recognize that a basic factor
affecting decisions about investments is consideration of alternative uses of
money. There are many wars that a firm can spend funds for investment in
plant and equipment. The key decision is to spend the monies where they will
earn the best returns. With different rates of growth in demand in the United
States, Europe, and Japan, the facility decisions necessarily must be different.
With rapidly expanding demand, it is financially possible for a firm to install
new capacity ; without such growing demand, alteration of existing facilities fre-
quently is a more economical move.

REUBEN E. SLESINGER.*
REFERENCE

1. Walter Adams and Joel B. Dirlam, “Steel Imports and Vertical Oligopoly
Power” Am. Econ. Rev., Sept. 1964, 54, 626-55.

AMERICAN Koyvo Corp.,
Cleveland, Olio, July 9, 1968.
Hon. WiLBUR D. MIiLLS,
Chairman, House Ways and Means Committee,
House of Representatives, Washington, D.C.

DeAr Mr. CHATRMAN : In the light of recent efforts by domestic manufacturers
to impress upon the Congress the so-called dangers inherent in U.S. purchases
abroad, we as importers of ball and roller bearings, wish to point out a couple
of the pluses that accrue to the United States from our small operation alone.

1. We employ 57 people full time and provide part-time employment for half
a dozen more.

2. In addition to paying Federal income tax, we pay the Bureau of Customs
over $1 million annually in duties.

The credits we send to Japan for bearings are returned to the United States
in the form of export business enjoyed by some of the same manufacturers who
are concerned about imports. It seems quite reasonable to expect that if the
current protectionist outery is allowed to dominate the deliberations of the Com-
mittee, the United States will suffer economically and politically at home and
abroad.

We urge you to try to sort out the emotional and the purely protective aspects
of the proponents of trade restriction and to give full credit to the positive bene-
fits acquired in dealing more freely with friendly countries around the world.

Very truly yours,
J. B. GrAy,
Corporate Services Manager.

BLACK & DECKER MANUFACTURING Co.,
Towson, Md., June 20, 1968.
Hon. WILBUR D. MILLS,
Committee on Ways and eans.
House of Representatives, Washington, D.C.

DEAR CONGRESSMAN MILLS : We are writing in reference to H.R. 17551, “Trade
Expansion Act of 1968” and to the hearings on tariff and trade proposals now
before the House Ways and Means Committee.

The Black & Decker Manufacturing Company is a multi-national company
competing throughout the free world. Black & Decker’s origins are firmly
grounded in the free. competitive, risk enterprise society. We believe that given
a proper economic climate in which to work and grow, there is no need for the

*+The author is professor of economics at the University of Pittsburgh.
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type of impediments to free trade that are implicit in import quotas and other
trade restrictions. Despite the gap between wage rates in the United States and
other countries, we think that American productive know-how and entrepreneur-
ial skill should continue to enable us to' compete favorably without inviting the
type of retaliation against a wide variety of United States exports, that would
certainly issue from friendly countries with whom we trade.

The American steel industry, among others, has requested protection in the
form of import quotas. Our experience with domestic steel sources has been good
in the areas of service and R&D support. Considering the introduction of so many
new and varied materials from the world’s research laboratories, the steel indus-’
try needs to keep constantly on the alert for new applications. This is quite im-
portant, for despite the unsettled conditions of the world, we need to have trade
flexibility and yet maintain a viable domestic steel industry.

We believe that government imposed import restrictions would not produce
results favorable to Black & Decker; however, to subsidize exports to those na-
tions who subsidize their trade with the United States might be a more effective
approach. A more suitable depreciation policy to encourage new investment
along with investment tax credit improvements may also be a more effective form
of government support than restraint of trade.

In conclusion, we agree that government needs to consider this very real prob-
lem but their response should not be in restraint of trade.

Sincerely, :
ALoNzO G. DECKER, Jr.,
Chairman of the Board and President.

Davis Wire Corp.,
Los Angeles, Calif., July 9, 1968.
Hon. WILBUR D. MILLS,
U.8. House of Representatives,
House Office Building, Washington, D.C.

DEeAr CoNGrRESSMAN MILLS : We are opposed to any steel import quota or duty.
The question of duties and quotas on steel products is a very complex problem
and will have an effect on many firms such as ours in this country.

It is, of course, extremely alarming to see the number of imports coming into
this country and also the condition of our balance of payments. A blanket in-
crease on duties or quotas on all steel products is certainly not the answer in the
world market that exists today. We must live in a world market and we must
do business in the world market. In order to do business we must be competitive,
we must be efficient and must produce a quality product.

Th basic steel industry in this country is behind in quality and efficiency com-
pared to mills in Germany, F'rance, Japan, and Belgium. This, of course, is of
great concern to us as a large user of steel in this country. The condition that
our mills are in today has been basically brought about by three reasons:

1. Most of the management of our steel industry has been extremely lethargic
until the last few years when they began to realize what was happening in the
market place and are now beginning to makes sales and technological changes.

2. The unions, almost being sanctioned by our government, were able to obtain
practically any demands they requested in their negotiations. The steel industry
would do little to fight this situation because they felt they could immediately
pass along any wage increases to the consumer, and, therefore, there was little
thought given fo the excessive demands that were asked by the unions five and
six years ago. By granting these demands, it helped put this country in a non-
competitive position in the steel industry. But, again, I must add that through
better marketing philosophy and technological advances, we could have over-
come this problem. !

3. Instead of our steel industry and the government working together as is the
case in most other countries, they have been diametrically opposed to each other
and there has been no help as far as encouraging exports or working out the
problems of imports.

We are the largest manufacturer of wire and wire products in the West and
probably in the United States that is not a basic producer of steel. By basic
producer I mean a company that melts their own steel. We are a converter who
purchases hot rolled wire rod, which is a semi-finished steel product. We cold
draw wire rod into many different sizes of wire which are made into other types
of finished wire products. Most of the basic steel producers in our marketing
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area compete with us on the finished product. If we were to depend solely on
domestic steel, the probabilities are that we would be forced to curtail our opera-
tion considerably or, even worse, be forced out of business because:

1. The domestic steel producers would raise the price of our raw material to
the point that we would no longer be competitive or we would have to curtail our
operation considerably in order to stay in the market, which was the case prior
to 1955.

2. In our area there are not enough wire rods produced by the basic steel
producers to supply the market.

3. Operating costs would increase due to the fact that the domestic rods avail-
able to us at the present time are not as high in quality as we can obtain from
overseas.

I have enclosed a brief description of our operation. We were faced with
serious import competition five years ago. We did not run to the government and
ask for protection. We sat down and used the term I like to think of as “Yankee
Ingenuity.” We became more efficient and produced a better quality product and
were able to compete with foreign competition.

1 might conclude by saying that the steel industry, the labor unions, along
with the government, should take a positive approach to this problem rather
than the negative approach that has been taken. We should look at possible ways
such as tax advantages and lower interest rates which would help us to compete
with foreign imports domestically and also encourage exports. There are many
other wars that this problem can be solved constructively, I am sure, rather than
frantically trying to restrict imports through high tariffs or quotas—swhich the
basic steel industry would like for us to do to protect their own selfish interest.

If, in this country, we are going to survive economically and continue to be
leaders in the world, we must be competitive in the world market. We cannot
build a fence around this nation by quotas and duties and expect to survive
economically now or in the future.

Sincerely yours,
James L. WALKER, President.

I. Description of our operation

A. Our firm uses hot rolled wire rods produced by integrated steel mills and
cold draws these wire rods into various sizes, grades and qualities of finished
steel wire.

B. We use approsimately 25 different types and grades of wire rods which are
based on the diameter and chemical composition depending upon the end use
requirement of the wire or wire product.

C. There are approximately 38 different types of wire and wire products that
we manufacture. These are broken down into seven different catagories:

1. Industrial and manufacturers wire.
2. Conecrete reinforcing wire products.
3. Chain link fencing.
4, Building material products.
5. Merchant wire products.
6. Farm and agricultural products.
7. Florist and fine wire products.
D. 3lanufacturing locations
Total
number of
employces
Tos Angeles. Calif. (headquarters) - 324
Hayward., Calif 52
Seattle, Wash . 24
Total e e e —— m e — 400

E. Geographic area of sales.
California, Arizona, Nevada, Utah, Idaho, Oregon, Washington, Alaska,
Hawaii, Montana, and Wyoming.
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II. Importers who compete

Company : Country represcented
Kurt Orban Europe and Japan.
Franco Steel -- Europe.

Tricon —-- Europe.

Indussa Trading Europe.

Amerlux - Europe.

Mitsui & Co ———- Japan.

Mitsubishi -~ Japan.

Ataka, Ltd - Japan.

Marubeni Japan.
Kanematsu — Japan.

Nissho Pacific Japan.

Sumitomo Shoji Japan.

Mohns Commercial - Japan.

Toymenka Trading Co_ Japan.

Overseas Trading Co - Japan.

C. Itoh & Co____ Japan.

Balfour Guthrie - Europe and Japan,
Michael Chance & Associates -- Japan.

Common Market Trading Co Japan.

Pacific Products -- Japan.

Winter Wolff & Co Japan and Europe.
Joseph Grisay Japan.

Rutt Steel --- Japan.

Iwai Trading Co _- Japan.

Standard International _- Japan and Europe.
Gosho Trading Co Japan.

Continental Steel

Japan and Europe.

Van Waters & Rogers

Japan and Europe.

Commercial Steel & Supply__

Japan and Europe.

III. Domestic competitors

General Steel

- Not integrated.

Edwards Wire Rope

Not integrated.

Southwest Wire

Not integrated.

Manufacturers Wire

Not integrated.

Industrial Wire Products

H

North American Wire

Not integrated.
'Not integrated.

U.S. Steel

Integrated—Basic Steel Producer.

C.F. &I

Integrated—Basic Steel Producer.

Keystone Steel and Wire______________

Etiwanda Steel Producers

_____ Integrated—Basic Steel Producer.

Bethlehem Steel

Integrated—Basic Steel Producer,
--- Integrated—Basic Steel Producer.

North Western Steel & Wire___________

_____ Integrated—Basic Steel Producer.

IV. SOURCES OF RAW MATERIAL BY COUNTRY

Mill Country Quality Mill Country Quality
Yawata Steel Co Excellent. | Lorraine-Fscaut._.__..__________ France_._.. Average.
Sumitomo Do. Normandie_____________________ __ do___... Foor,
Cockerill Qugres______ ___ Belgium____ Excellent.
Arbed___.______ ... Luxem- Do.
) bourg.
Krupp__ ... Germany... Average.
Klockner_.____.___________ .10 __ do.___.._ Excelient.
) Niederheim_____________.______ __ [+ Average.
Africa. U.S. Steel. --- United Do.
France..__. Average. : States.
--do__._.._ Excellent. | C.F. &I . . __ odo_. .. Do.
........................ do.__.___ Poor. Bethlehem Steel._____._________ “‘do_______ Poor.
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1. Price comparisons

1. Rods—U.S.A. published price.

A. Industrial quality %se and over, approximately $56.00/T over foreign.

B. Common Quality, ¥, 742, % C-1008 only, approximately $16.00/T over
foreign.

C. High Carbon, approximately $30.00/T over foreign.

VI. Wire and wire products prices

Foreign price Competitive

per ton domestic price
per ton
1. Bright basic wirz in coils_ $130.00 $146.00
2. Galvanized wirel. _________ 148.00 178.00
3. Welded fabric (6 by 6 10/ - . 138.00 140.20
4. Baling wire____ R 158.60 174.00
5. Vineyard wire - 138.00 185.00
6. Spring wirc__ 170.00 176.00
7. Bale ties_.__ 212.20 217. 40
8. Florist wire___________ - 342.00 358. 60
9. Black annealed Wire . _ oo ccoocmmmmmmmmooomomm oo oseooo s 132. 00-140. 00 186. 00

19 to 12 gage.
VII. The greatest problem facing us today

1. If restrictions or levies were to be imposed on hot rolled wire rods it would
malke it possible for the integrated steel producers who produce hot rolled wire
rods, as well as wire and wire products, to effectively squeeze ourselves and
other independent wire producers. The market price of wire rods could be in-
creased substantially while finished wire and wire products would remain the
same or, in some cases, be decreased to a point which might possibly force the
non-integrated wire producers out of husiness.

9. The quality of the domestic rod available to us would have an effect on
our overall cost of operation due to the fact that some foreign sources produce
a higher quality of rod which results in a lower operating cost to us.

TIII. One solution to the impact that foreign steel has had on our €conomy
might be as follows

1. To impose a levy or allocate imports on only finished steel products and
maintain the same duty which now exists on semi-finished steel products which
would require further processing and manufacturing in the United States to
become a finished steel product.

9. If other countries continue to discriminate by charging higher duties and
tariffs for our goods shipped into their country than we charge for their goods
-coming into this country and we cannot reach an agreeable settlement with that
nation on tariffs, then we would have possibly two alternatives: (1) Increase the
tariffs to the same level that they have on our goods (2) Through tax conces-
sions or other means provide ways and means for American industry to offset
these duties in order to compete in their market.

FrirTH CLEVELAND STEELS, INC.,
New York, N.Y., May 23, 1968.
Hon. WiLBUR D. MILLS,
Chairman, Committee on Ways and AMeans,
Longworth House Office Building, Washington, D.C.

DEAR CHAIRMAN Mrirs: I am informed that the House Committee on Ways
and Means will open hearings on June 4th in regard to import quotas.

I would like to go on record that we are opposed to any quota and or other
restrictions which would obviously result in retaliation by our trading partners
abroad.

Our country has for many years enjoyed a favorable trade balance and I am
very much concerned that the result of any import quota would be to bring about
drastic measures from abroad to reduce the current U.S.A. export business.
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I am very much chagrined that both the business community and members of
Congress fail to make a distinction between our foreign payment deficit and
our foreign trade position. The foreign payment deficit is, of course, due to our
heavy military commitments all over the world and the most recent figures I have
seen show that at least one billion dollars of foreign currency is being ‘“lost”
because of our involvement in South Vietnam. It, therefore, follows that nothing
would be achieved in bringing about a balance of foreign payments by imposing
import quotas but more likely there would be a deterioration in the current
position. ‘

I should be glad if this letter will become part of the official record of your
hearings. ‘

Respectfully yours,
PrTER H. GARFUNKEL,

Eaxecutive Vice President.

PrecisioN DrRAwN STeeL Co.,
Pennsauken, N.J., June }, 1968,

Hon. WiLur D. MIiLLs,
House Ofice Building,
Washington, D.C.

DEAR CoNGRESSMAN MirLs: I would like to express to you my opinions
regarding imported steel. Inasmuch as I am President of one of the largest
independent converters of steel bars, I feel that our experience should be of
interest to you. We purchase Hot Rolled Steel Bars and convert them into Cold
Finished Steel Bars, as explained in the attached booklet. As recently as five
vears ago, we had no interest in importing steel; however, in the period 1957
through 1967, large domestic mills; such as, Republic Steel, Jones & Laughlin
and United States Steel, who produce the Hot Rolled Steel Bars used for Cold
Finished Bars, saw fit to keep he price spread which we operate at the same level
in 1967 as it was in 1957. During this ten-year period, we were faced with annual
rising cost of labor and supplies, so that it took 214 sales dollars last year to
make the same profit that one sales dollar made six years ago. What the big
steel companies did was raise the Hot Rolled Bar price several times, as an
example, $5.00 a ton, and also raised the Cold Finished price by the same $5.00 a
ton, so, in effect, converters like ourselves paid $5.00 more for the product and
sold it for the same $5.00 more, getting no additional spread to cover our rising
costs. In effect, they saw fit to squeeze independents and satisfied themselves with
a substantial profit on the Hot Rolled Bars.

A further example of the tactics used by big steel can be pointed out when last
year we constructed a new plant in Biloxi, Mississippi, we attempted to get some
freight rate help through the Southern Freight Association to give us competitive
aid in the south, the above mentioned big steel companies protested the aid we
asked for, put pressure upon the Southern Freight Association, and we were
unable to get the freight relief we were seeking—this despite the fact that
Congressman Colmer of Mississippi and Congressman Joe Evins of Tennessee
intervened in our behalf with the Southern Freight Association.

Still another example—just now when the steel industry is booming and
making more steel than ever, despite the so called imports, companies such as
United States Steel have put allocations on certain products, restricting the
tonnage we can buy from them. !

A recent article in the New York Times about one of our competitors will
explain what United States Steel is capable of doing at times like this.

When independents are left at the mercy of the big steel companies whose
dual distribution efforts put us in a competitive disadvantage, we naturally are
forced to seek relief wherever we can get it, and as a result we began to import
steel. Definitely, in the past couple of years we have been importing more each
year, since we still have not been given price relief from big steel.

In conclusion, I personally, feel that big steel, through its pricing and mar-
keting practices, have caused foreign steel to come to this country and the prob-
lem could be rectified by big steel themselves, if they would see fit to provide
independents like ourselves a reasonable price spread to work upon. I hope you
will consider my comments here when your committee considers restrictions on
imported steel. :

Very truly yours,
L. G. BrRowN, President.
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YWIRE MANUFACTURER DEFENDS FREE FLOW OF IMPORTED STEEL
(By Robert A. Wright)

Without foreign steel, smaller United States manufacturers would not have
been able to maintain full operations this year, according to one independent
steel executive.

Norman M. Geller, vice president of the Republic Wire Corporation of Carteret,
N.J., challenged in an interview the position of the American steel industry on
imports.

AMr. Geller said the imposition of quotas on foreign steel such as is sought by
the United States producers would be “quite injurious” to small manufacturers.

About two years ago, Mr. Geller said, his company, which fabricates wire from
roiled steel rod, was told by the United States Steel Corporation that it would
supply Republic Wire with rods at prices competitive with imports. Mr. Geller
said United States Steel agreed to supply Republic with 700 to 800 tons of steel
rod a month.

ALLOCATIONS XNOTED

But, Mr. Geller said, when demand for steel soared this year, U.S. Steel began
allocating its shipments to Republic Wire and steadily cut back the size of the
shipment. “We were cut this month to 500 tons and are cut to 90 tons July 1,”
Mr. Geller said.

“They didn’t treat us like customers. They looked to us as if we were enemies.
When United States producers tell us they don’t have supplies, there is very
little we can do but turn to imports.”

The sharp increase in steel demand so far this year was caused by a rush by
steel users to build up inventories to assure themselves adequate supplies in the
event of a steel strike later this year. Labor contracts for the major American
steel producers expire August 1.

The flow of imported steel jumped dramatically to meet the clamor for sup-
plies, rising 40 per cent from the 1967 level in the first three months of this year.

A similar import pattern has been established in each prestrike period since
1959 when the United States industry was struck for 119 days and imports made
their first big dent in the American market. From less than 2 per cent of this
nation’s steel consumption in 1959, foreign steel rose last year to 12 per cent.
Foreign steel producers held their new American market after each labor
settlement.

Imports are expected to take up to 15 per cent of the nation’s market this year,
a level that the United States industry asserts threatens its future growth and
the national security.

The American steel-producing industry contends that the import competition
is unfair because foreign producers have sharply lower wage rates, are sub-
sidized by their governments to export and are protected by tariffs and non-
tariff trade barriers.

CuIcaco, 1L, July 8, 1968.
Hon. WILBUR D. MILLS,
Ways and Means Committee,
House of Representatives,
Washington, D.C.

Dear MRr. Miris: I write as a concerned executive in the steel industry who
recognizes, based on 23 years experience in dealing with steel imports and
exports, that the imposition of a quota system or for that matter even an
increase in tariff would do irreparable harm and injury to the economy of our
country.

Clearly it would induce reciprocal restrictions by friendly countries with
whom we engage in trade which can only lead to a diminution of our exports.
Since our exports exceed our imports, and since it is in our national interest to
accelerate rather than reduce the volume of our foreign trade, it is incredible
to me that serious consideration is being given to restrictive legislation. We
must learn from history. We cannot ignore our past experience in which legisla-
tion of a comparable restrictive nature contributed in large measure to a major
financial crisis of world-wide proportions.

A quota system or an increase in tariffs would clearly negate progress made
in the Kennedy-Round ; it would assist in undoing price stability contributed to
by the competition provided by imports; it would diminish rather than stimulate
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the need for scientific and technological progress in industry and commerce; it
would—despite the current decline in employment in the steel industry and some
other affected industries allegedly resulting from our present liberal policy—
create a condition that would witness a much higher rate of unemployment in
the United States that would affect all branches of industry and commerce; it
would alienate our friends abroad and in the process give comfort to our enemies.

For all these reasons, I urge that you vote against any resolution that is
designed to place restrictions on foreign trade.

Respectfully,
SOLBERT J. BARSY.

CHIcAGO, ILL.,, May 19, 19G8.

HONORABLE MEMBERS OF THE HOUSE WAYS AND MEANS COMMITTEE,
House of Representatives, Washington, D.C.

Dear CoNGRESSMEN : If you would permit me, I would like to present my views
on the proposed Iron and Steel Orderly Trading Act.

There has always been a tendency for domestic producers to seek relief from
competing imports. If this relief is put into law, a structure is established that
is not easily modified when times change.

It may seem like a queer sort of comparison to mention cheese when steel is
the question, but about 15 years ago Americans started buying more cheese
from Denmark than ever hefore. Cheese imports, rose to a whopping three per-
cent of American consumption, if I remember the figures correctly.

Wisconsin farmers protested to Congress and after a while cheese imports were
limited to a base period before Americans started liking so much cheese in their
diet.

What is happening now? Prices of cheese are so high some chain stores are
dropping certain lines. There has been more than a 259 increase in some cheese
prices in a year. :

Both American and Danish farmers could be making a happy living supplying
this market, but the limit on imports still stands on our books.

Who suffers most in this situation? The American Consumer? Perhaps also
the very Wisconsin farmer who asked for the controls in the first place. Amer-
ican consumers become used to other fooas in their diet as they stop buying
high priced cheese.

Might not the steel producers take this example seriously? There are substi-
tutes for steel (and incentives to find new ones) if too much interference in the
supply sends the price too high.

Yours sincerely,
MARGARET B. DRrAY, Economist.

STATEMENT OF J. A. MOoOGLE, CHAIRMAN, JOREIGN TRADE COMMITTEE, FINE
AND SPECIALTY WIRE MANUFACTURERS’ ASSOCIATION

This statement is filed on behalf of the domestic producers of fine and specialty
carbon steel wire through their trade association, the Fine and Specialty Wire
Manufacturers’ Association. This Association is composed of 17 member compa-
nies who account for more than 759% of the fine and specialty wire produced in
the United States. Manufacturing facilities of these member companies are
located in 16 states: Alabama, California, Colorado, Connecticut, Florida, Illi-
nois, Indiana, Kentucky, Massachusetts, Michigan, Missouri, New Jersey, New
York, Ohio, Pennsylvania, and Texas. Our group should not be confused with
“The Independent Wiredrawers Association,” an entirely different trade associ-
ation, whose problems and views do not necessarily coincide with ours.

We have requested the opportunity to address you during this hearing on
“Foreign Trade and Tariffs” because of our concern about the effects on our
industry of past U.S. Foreign Trade Policy. Despite a growing domestic market
for our wire, we find ourselves producing an even smaller percentage of it. Best
estimates are that in the last ten years our share of the American market has
decreased from 98% to approximately 809,. Wire mills have been closed and
almost all of our members have dropped certain items from their list of products
because they could no longer compete in a market place where foreign competi-
tors have unfair advantages. I say “unfair advantages” because they would be
so considered under present American laws applying to domestic transactions.
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FOREIGN TRADE TRENDS - Drawn Steel Wire
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Let us look at a graphic picture of what has happened to steel wire during the
past quarter century. It has been necessary to use statistics covering the broad
category of “drawn steel wire” since no data are available covering solely the
fine and specialty wire field. These graphs were plotted using data from the pub-
lication “Foreign Trade Trends” by the American Iron and Steel Institute. Of
necessiay, this graph was plotted without 1967 figures which were not available at
the time it was drawn. The dotted bars show what has happened to the volume
of American exports of this product. The solid bars show the very dramatic
growth of imported wire.

Also plotted on this same graph is the United States tariff or rate of duty on
wire valued at over 6¢ per 1b. There are several tariff categories for steel wire, but
this one would most fairly represent the bulk of fine and specialty wires about
which we are concerned. Under the Tariff Act of 1930 the statutory rate was
25%. On April 30, 1950 the first General Agreement on Tariffs and Trade (GATT)
reduced the rate to 109. Three reductions of %% each became effective later
with the current 84 % rate starting June 30, 1958. No further reduction resulted
from the recent Kennedy Round of negotiations, since the rate was already ab-
normally low.

In the year 1950, when the major drop in rate of duty first went into effect—
even if only for 8 months—the tonnage of imported wire increased nearly six
fold to a new all time high of nearly 26,000 tons. Interestingly enough, in that
same year exports of wire decreased from 252,000 to 60,000 tons a drop of better
than 4 to 1. It can hardly be coincidence that the decrease in duty, the decline
in exports, and the jump in imports occurred simultaneously. Not only was the
domestic American market being invaded, but what had been a thriving export
business was being eroded by these same foreign producers who were not hobbled
by high wages nor bound by antitrust laws, Fair Labor Standards Act, etc,
which are an accepted part of doing business in the United States.

Now please direct your attention to the very startling developments during the
last ten years. Exports of steel wire have remained practically stagnant since
1956 and in fact, were trending ever downward until some small spark was in-
jected by A.LD. programs in 1962-1963. However, even that small spark has
apparently been extinguished as the last three years have been at the 1956 level.

The import line, however, shows a very dramatic and steady climb toward the
top of the chart. The 1966 imports of steel wire were 750% of those in 1956—or
specifically 458,000 tons compared with 61,000 tons a very substantial 40,000 ton
per year increase. For 1967 we have just been given an estimate of 575,000 tons
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of steel wire—an increase of 117,000 tons of 25%. This represents nearly two-
thirds of the total wire production of the members of our Association. N

It seems quite apparent from these figures that the so-called “fl_‘ee trgde
policy which has been our government’s official policy, does not result in recipro-
cal trade in the steel wire industry. A once thriving American export business
has in a quarter century been replaced by an ever increasing invasion of the
American market by foreign producers.

Why is this so? How could imported wire make such an invasion of the
domestic market? Fine and specialty wire is one of the highest labor content
items produced from steel. It is estimated that 10 to 12 man-hours are required
to produce one ton of the average steel hot rolled mill product. In contrast, a
survey by our Association disclosed an average of 35 man-hours required to
produce a wide range of 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 131 man-hours. :

It is a well known fact that wage costs—including fringe benefits—are much
lower in other countries than in the U. S. They run from something in the range
of ¥4 of ours in West Germany to ¥ of ours in Japan. Thus, the very nature
of our product with its relatively high labor content makes it an attractive
target for those nations seeking to increase their trade dollar with the U. 8. It
must be remembered that these lower wages affect other costs as well as the labor
directly involved in producing a piece of wire. Indirect labor, such as supervision
and other management functions, is also much less costly in overseas nations.
Capital costs such as buildings and machinery are also lower because they are
in the long run made up largely of labor costs. For instance, foreign made wide-
drawing machines of good quality are available in the United States for about
1% of the price of American made machines. If we buy this equipment to produce
our wire we reduce our capital costs but then take away jobs from American
machinery builders. In our industry it is not uncommon for overhead costs to be
equal to, or higher than, direct labor costs, so that this aspect of the cost ad-
vantages of lower foreign wages cannot be overlooked.

There was a time, years ago, when our technological advancement kept us
ahead of our lower-waged competitors. However, this advantage largely disap-
peared as post-war technological assistance pacts were put into effect and our
more advanced machinery and techniques were dispersed to the entire world. We
are today competing in the world market place—including that portion which is
in America—with labor costs far above those of our competitors and with no
compensating advantages. .

You might expect then that perhaps we would have higher tariffs in the U. S.
to at least partially equalize this difference in standards of living. As mentioned
earlier our current rate is 8%9%, while in England it is 259 ; in France it is
12.49% ; in Japan it is 15%.

Only Germany, with 89, and the Bene-Lux countries with 6.4¢, are lower
than ours. However, both these have a turnover tax which is added to the tariff.
Obviously then, fine wire producers in America—and their highly paid workers—
are not given even as much tariff protection in their home market as are their
competitors overseas. !

It has been urged on all American business that they expand their export
efforts. As has been shown, our industry has had rather the opposite result. In
fact, those of our members now doing any volume of business in foreign countries
do so by producing the wire in those countries. These foreign subsidiaries do, of
course, hopefully contribute something to the profits of the U.S. Corporation but
they certainly do not give jobs to those American workmen thus displaced—nor
to new workers who might otherwise have been employed.

Let us quickly examine a few of the reasons for the decline in exports of fine
wire. First and foremost, of course, is our previously discussed cost disadvantage.
BEven considering that we make the finest wire in the world and are more service
minded than most foreign mills, our costs necessarily result in prices which are
almost laughable in overseas markets. Then, we must add to this the higher
tariffs in most other countries as well as the non-tariff trade barriers, such as
turnover taxes, total value added taxes, quotas, and outright forbiddance of any
imports. In this latter category many of the developing or growing nations, forbid
any imports once the local industry is capable of producing the product. This
barrier is maintained even though the price of the product produced locally may
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be much higher than the former price paid for imported wire—even from the
U.S. Some of the Latin American countries engage in these practices.

We have yet another problem when we try to export wire. For some reason,
the ocean freight rates on steel wire leaving the U.S. are higher than those on
the same product coming into the U.S. For example, to ship one ton of tire bead
wire from New York to London the rate is $39.00 per ton; from London to New
York it is §29.75 per ton; from San Francisco to Tokyo the rate is $35.00 per ton;
from Tokyo to San Francisco it is $25.75 per ton; from Philadelphia to Antwerp
the rate is $31.50 per ton; and from Antwerp to Philadelphia it is $26.50 per ton.

It is difficult to believe that these rate differences can be related to actual cost
differences. Yet they do exist and are just one more “unfair trade practice” that
we must face.

Among vet other unfair advantages enjoyed by our overseas competitors is
their lack of restriction under such American laws as the Fair Labor Standards
Act. and various antitrust and anti-monopoly laws. Not only are they not bound
by these, but those of our laws which do affect them, such as our anti-dumping
regulations are inadequate and the intent of these laws is consistently violated
by selling in America at prices lower than their own country. Since American
industry is unable to satisfy the “damage’ requirements of our law, dumping
is not an unknown practice when it suits the foreign producers purpose.

Before closing, I should like to present some illustrative data on one particular
fine and specialty wire item. Inasmuch as these figures will come from my own
company’s records—both here and abroad—I will not identify the item other
than to say it is a fine wire item used in considerable volume and one for which
estimated imports account for more than 159 of the total usage. The imported
price on this wire is $20.00 per ton under our price—a position it has main-
tained through several price reductions which we have initiated in an effort
to win back our customers. Our price reductions were made as we could improve
our costs to make a lower price possible, but our foreign competitor, with gen-
erous assistance from his government, has always matched our efforts—keeping
the differential the same. It so happens that we also produce and sell this wire
through a foreign subsidiary in one of the countries exporting to the U.S. We
thus know the local selling price in that country and could prove that a foreign
producer (not our subsidiary) is dumping. However, we have not taken any anti-
dumping action because of the “injury” portion of current anti-dumping laws.
We cannot prove injury since our company is successful. (We are making every
effort ot keep it that way so we can protect the jobs of our workers and the in-
vestments of our stockholders.) We would hope that it is not the intent of the
Congress that a company or an industry must be unsuccessful before the unfair
practice of dumping is to be considered illegal and stopped. Yet that is how the
present law is working under current interpretations. We in the Fine and
Specialty Wire Manufacturers’ Association can only foresee that a continuation
of past American foreign trade policies will further widen the gap between im-
ports and exports in future years and will result in an ever weaker industry
an industry without which our nation cannot exist in the modern world.

e strongly urge that your Committee ignore the unproven threats of “massive
retaliation” by other nations and take the leadership in providing the American
worker and American industry with the opportunity for fair trade in the Ameri-
can market place. This can be accomplished by some means such as that suggested
in a letter dated March 20, 1968 addressed to your committee by Mr. E. TU.
T.ang. Chief Eungineer of National-Standard ‘Company. We understand that
Mr. Lang is submitting a written statement to this hearing further detailing his
“graduated tariff” idea. This may require more study and we therefore respect-
fully suegest the enactment of interim quotas or surcharges to existing tariffs.
Legislation has already been introduced covering quotas on all steel products
and these would include those made by members of this Association. Such a step
can go a long way toward making possible the job opportunities so badly needed
in many areas of this nation.

The Crramrarax. We now come to the category of lead and zinc. We
have about 50 minutes of testimony.

Our first witness is Mr. Johnson.

Mcr. Johnson, if you will identify yourself for our record, we will
be glad to recognize you.
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STATEMENT OF LINDSAY F. JOHNSON, LEAD-ZINC PRODUCERS
COMMITTEE

Mr. Jounson. I am Lindsay Johnson, president of the New J ersey
Zinc Co.

The CraIrRMAN. Where is that located ?

Mr. Jonnson. New York City.

The Crmatrman. If you have to omit any part of your statement,
Mr. Johnson, in order to accommodate the committee, do so with the
knowledge that the entire statement will appear in the record.

Mr. Jorxson. Thank you, sir. ‘

Mr. Chairman and members of the committee, I appear today on
behalf of the Lead-Zinc Producers Committee.

My statement shows the percentage of production in this country
represented by members of this committee, and they are identified in
an attachment to the statement.

The membership of this committe is comprised of all of the major
producers of lead and zinc in the United States, in both the mining
and smelting segments of the industry. A list of these major producers
is appended to this statement. In total they account for approximately
the following percentages of eurrent U.S. production :

Percent
Zinc mine production____________________________________° 91
Lead mine production S N e 87
Zinc metal production_ N —— S5
Lead metal production - e 100

I submit, therefore, that in speaking for the Lead-Zinc Producers
Committee, I speak for virtually the entire industry.

LEAD AND ZINC IMPORTS ARE A LONGSTANDING PROBLEM-

I think it is important to remind the committee that the problem
of this industry arising from uncontrolled imports is not a new one.
It is not one that has recently and suddenly come upon us. It has been
with us for the past 15 years, and during that time the basic facts
underlying the problem have not changed, nor has the position of
the industry changed. The industry has been diligent, persistent, and
consistent 1n efforts to achieve recognition by the executive branch
and the Congress that the problem is one of insidious reality and
that a solution in the form of reasonable and fair Import controls must
be found if an erosion of an important natural resource industry
within our borders is to be avoided. Since the early 1950s, representa-
tives of the industry have appeared before the U.S. Tariff Commission
on 12 occasions and before committees of the House of Representa-
tives and of the Senate on some 20 occasions. I submit that this shows
a sincere belief that in the national interest an enduring solution is
needed, and that palliatives will not suffice.

POSITION ON PENDING LEGISLATION

My appearance accordingly is: ‘
First, to urge and support legislation to provide a standby flexi-
ble quota program for lead and zine, and
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Second, to oppose the enactment of legislation that fails to recog-
nize that reasonable import controls are necessary in the case of lead
and zinc, and to reject proposals that carry the implication that no
harm to the national interest will result from erosion and eventual
disappearance of an industry dedicated to development of the na-
tion’s natural resources.

THE NEED FOR RESTRAINT OF IMPORTS

The United States is the world’s largest single consuming market
for lead and zine. However, as far as U.S. producers are concerned,
it is a one-way market, not only because the U.S. under any circum-
stance must be a substantial importer of lead and zinc, but also be-
cause mounting costs of production in the U.S. rule out any possibility
of competitive exports. Foreign producers have access to and ability
to sell in almost any consuming market in the free world, including
the prime consuming U.S. market. T.S. producers are confined to the
U.S. market.

The U.S. smelters of lead and zinc need to import substantial quanti-
ties of lead and zinc ores to meet their requirements beyond those
available from mining in the United States. There is also room in the
U.S. market for some quantity of imported lead and zinc metal. In
the case of lead, required imports will run 30 to 35 percent of
new lead required by U.S. consumption. In the case of zinc, required
imports will run 45 to 50 percent of U.S. consumption.

Under any conditions, this is very substantial participation in our
markets by foreign producers. The U.S. industry does not seek to
reduce this degree of participation. It seeks only to limit it to about
that level.

Foreign producers, however, sometimes want more, and, without
restraints, invade the U.S. market at will by cutting prices. When the
invasion is in excess of the already substantial needs, it forces prices
below viable levels for U.S. producers, who are compelled to close
down mines while foreign producers continue operations.

An invasion of this order occurred during the middle 1950’s. Imports
steadily increased, reaching an astounding and completely unjustified
and intolerable 84 percent of U.S. consumption of both zinc and lead
in the year 1958. The consequences to U.S. industry were grave. Prices
declined, many U.S. mines were abandoned or idled, producers were
compelled to build up unmanageable stocks triple those of normal
working requirements, exploration and development programs Were
stopped or severely curtailed, and foreign producers were very much in
control of the market.

During this period, the U.S. industry forecast the dire results of
failure to take action that would stem the tide and preserve stability
in the U.S. industry, and tried to prevail on the Government to take
such action, but without success, until a near-calamitous situation had
been reached and the damage had been done. Then, and only then, did
the Government respond by the proclamation of quotas, which became
effective October 1,1958.

_ The quotas were fixed at approximately the level of our normal
import needs, 520,960 tons of zine, and 854,720 tons of lead annually.
They were effective, but due to the conditions that prevailed when
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they were imposed, were slow to correct the situation. Normal condi-
tions and stability in the U.S. industry were not achieved until 1964-65.
When that point was reached, the Government decided to terminate
the quotas, effective Getober 22, 1965. In the face of known facts about
rapidly increasing production in foreign countries, the industry made
strong representations that the quotas be suspended, rather than
finally terminated, but to no avail. The Government thus invited
another invasion cycle, which actually commenced fairly promptly.
The evidence is found in the import statistics. In 1964, when quotas
were in effect, imports of zinc metal for consumption were 134,100
tons. In 1966, following termination of the quotas in October, 1965, the
imports of zinc metal rose to 278,300 tons, an increase of over 100
percent. Likewise, imports of lead metal rose from 218,000 tons under
quotas in 1964 to 364,000 tons in 1966, an increase of 67 percent.

EXPERIENCE WITH THE PREVIOUS QUOTAS

The experience of operating under the quotas, in effect from Octo-
?er 1, 1958, to Cctober 22, 1965, has much to offer as a guide to the
future.

Despite initial apprehensions of both domestic producers and coun-
tries exporting to the United States, it soon became evident that the
quota plan was a workable instrument, and all concerned accommo-
dated themselves to it, and there were no apparent disadvantages or
hardships in any quarter to outweigh the advantage, actually to the
free world industry as a whole, of accomplishing stability in the U.S.
industry. ‘

Albeit slowly, the quota plan did accomplish its purpose. Experience
did reveal, however, certain deficiencies which prevented it being as
fully effective and acceptable as it might otherwise have been, and
as effective.

For example, the quotas were fixed quantitative ones, not only with
respect to total, but with respect to specific country allocations. They
were, therefore, inflexible, and could not readily be accommodated to
changing circumstances, such as growth in consumption in the United
States, and significant developments of expansion or contraction of
as.vailable supplies in free world countries exporting to the United

tates.

Also, the quotas were confined to basic ores and metals, and this
generated the so-called end run practice of circumventing the quotas
by shifting exports to the United States to other zinc and lead deriva-
tives and products not covered by the quotas. Zinc oxide, rolled zinc,
and litharge are examples of products that should be included in any
quota program, to prevent circumvention of the purpose for which
quotas are established.

The proposals of the industry for a standby flexible quota program
would cure these defects and provide an enduring solution with flexi-
bility to meet changing circumstances.

PROPOSAL OF A STANDBY FLEXIBLE QUOTA

It is not my intention to discuss in detail the standby flexible quota
program now proposed by the industry, but rather to state only the
principles involved. In brief, these are as follows:
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1. “Standby” means a quota that will be imposed only when it is
needed, and only for so long as it is needed to maintain stability in the
U.S. industry.

9. “Flexible” means a quota that will change quantitatively from
time to time to meet changing circumstances within the United States
with respect to consumption and outside the United States with respect
to sources of supply.

3. Quotas will be “triggered on” when certain indicators of market
conditions reach peril points which presage unreasonable impact unless
imports are restricted until conditions change.

4. Quotas will be “triggered off” when there has been sufficient
recession from those peril points.

5. There will be a reasonable minimum time that quotas will re-
main in effect, once imposed, and likewise a reasonable minimum inter-
val between suspension of a quota and re-imposition at a later date.

6. Basic minimum quotas will be established initially related to cur-
rent U.S. consumption, with provision for proportionate increase of
the minima as U.S. consumption increases.

7. TInitial allocation of quotas to major exporting countries will
be made on experience during a suitable base period, and provision
will be made for a periodic adjustment of country allocations by a
suitable Government agency.

8. The intitial quotas quantitatively will be of approximately the
same order as those under the original quota that was terminated in
1965, with due regard to current conditions.

Were such a quota. program to be adopted in the near future, there
would be no imposition of quotas forthwith, because the indicators
of market conditions that will be proposed are not yet close to the
peril points.

However, the inauguration of the program would have the immedi-
ate effect of 2 more pious look at the U.S. market scene by exporters
to this country.

An approach toward peril points is quite easily predictable, and it
is believed that a standby quota will generate considerable voluntary
restraint toavoid the imposition of quotas.

Were such not the case, the imposition of quotas eventually would
be the means of necessary restraint. In any case, imports would be
reduced from current levels.

There is now pending before this committee a bill, HL.R. 51. This
bill, introduced by your esteemed colleague, the Honorable Wayne
Aspinall, with appropriate amendment, will establish a standby flex-
ible quota program such as I have described in principle. This program
can be of such balanced detail that by reason of the stability that will
result, it will be of ultimate long-range benefit to all concerned, the
TU.S. industry, the exporters to the United States, and the U.S. con-
sumers. It will also promote the national interest by reason of strength-
ening and encouraging continued development of important natural
resources in the United States.

We respectfully urge the committee to dedicate itself to a searching
examination of our proposals at an early and more appropriate
occasion, when time for detail will be more available than it is now,
a circumstance we understand and respect.



BALANCE OF PAYMENTS

Not insignificant in current considerations is the probable effect
of the proposed program on the U.S. balance-of-payments problem.

Under the proposed standby flexible quota program, imports inevit-
ably would be reduced voluntarily or under quota. It is not possible
to project the full degree of voluntary restraint on imports that would
be generated by a standby quota, but it is certain that imports would
have to trend downward toward quota levels or reach them.

A summary appended to this statement shows the approximate re-
duction in imports and the degree to which major exporting countries
would be affected, on the assumption that imports of zinc and lead
would be at the proposed quota levels.

The balance-of-payments gain could eventually be in the order of
some $83 million annually. .

It is significant that the impact does not fall heavily on any major
exporting country, but is fairly evenly spread.

CONSEQUENCES OF FAILURE TO I’ROVIDE FOR RESTRAINT OF IMPORTS

The U.S. zinc and lead industries are approaching another crisis
similar to the one encountered in 1957-58, when the last big influx of
foreign material broke our market and forced the closure of many
mines, and operation of others on an unprofitable basis.

At this time the situation is more serious, because the industry is
now beset with burgeoning expansion of mining and smelting facili-
ties in foreign countries, with much of it avowedly aimed at capital-
izing on the U.S. market, which, without restraints, is increasingly at
their disposal. They have shown their hand since quotas were
terminated. .

Unless there is action to arrest the trend, which is history repeating
itself, the following consequences must be forecast.

Imports will continue to increase. Expansion of mining and smelting
facilities abroad, either in being or projected, presage surpluses over
the next several years, a forecast that 1s universally accepted.

As in the past, the target for moving surplus production in foreign
countries will be the U.S. market. Foreign producers will invade this
market by lowering prices, as they have done before, and are now
doing, to levels that are not economic for U.S. mines.

Many U.S. mines will be forced to close down or curtail operations
to make room for foreign material, and U.S. smelters will be faced
with the choice of accumulating unmanageable stocks or severe cut-
back in production.

The last time all this occurred, the result was knocking down U.S.
mine production of zinc to 412,000 tons in 1958 from a level of 600,000
tons attained in earlier years. Lead mine production was cut down to
below 250,000 tons from previous levels of about 400,000 tons. Pro-
ducers were forced to accumulate stocks greatly in excess of normal
working stocks. }

Cgmplete calamity was avoided only by the imposition of quotas
in 1958.

All of this could happen again, and probably with more impact, be-
cause U.S. mines, in an industry where labor costs run as high as 60
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percent of total costs, have since had to assume tremendous increases
1n labor costs, and there seems to be no end to them.

Lack of stabilization will discourage exploration for and develop-
ment. of new reserves in the United States, and the Nation will be well
down the.road to further dependence on foreign sources for materials
that are important to its economy.

Loss of employment will occur. We will be exporting jobs.

There will be no prospect of orderly and easy liquidation of Govern-
ment stockpiles.

As imports increase, there will be an increasingly negative effect on
our balance of payments.

Failure to control imports at this time will amount to notice to for-
eign producers that our markets are wide open to them, even at the ex-
pense of erosion of our own mining industry.

The Lead-Zinc Producers Committee respectfully urges this com-
mittee.

(a) Not to support legislative provisions that will preclude con-
sideration and enactment of specific legislation of the type we are pro-
posing, to deal with specific and unique problems;

() Not to support any assertion that such specific problems can be
dealt with effectively by the “adjustment assistance” or “escape clause”
procedures, routes that have proven to be but palliatives on paper in
the past; and

(¢) To schedule hearings at the earliest date convenient to the com-
mittee to afford the lead-zine industry an opportunity to support in
detail a searching examination of a standby flexible quota for lead and
zine.

Thank you.

The Cuarrmawn. Thank you, Mr. Johnson.

Without objection, the material appended to your statement will ap-
pear at this point in the record.

(The material referred to follows:)

APPENDIX I
MAJor PRODUCERS REPRESENTED BY THE LEAD-ZINC PRODUCERS COMMITTEE

American Smelting and Refining Company.
American Zine Company.

Anaconda Company, The

Bunker Hill Company, The

Eagle-Picher Industries, Inc.

National Zinc Company.

New Jersey Zinc Company.

St. Joseph Lead Company.

T.S. Smelting Refining and Mining Company.

ASSOCIATIONS

Arizona Small Mines Operators Association.

Citizens Committee for Stabilization—ILead-Zinc Industry.
Colorado Mining Association.

Idaho Mining Association.

Montana Mining Association.

Nevada Mining Association.
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New Mexico Mining Association.

Northwest Mining Association.

Southwestern Montana Mining Assoc1at10n

Utah Mining Association.

‘Wisconsin, Illinois & Iowa Lead and Zine Producers Association.

ApPENDIX II
PROBABLE REDUCTION OF IMPORTS FROM 1967 LEVELS

1967 imports for | Probable imports under ~ Decrease in
Country consumption quota import value
Tons Dollarst Tons Dollars t Doliarst

...................... 354,400  $54,200,000 279,500  $40,800,000  $13,400, 000
_ 102,400 15,100,000 81,000 10,000, 000 5,100, 000
... 78,900 14,200,000 60,000 9, 500, 000 4,700, 000
... 41,600 10,600,000 16,000 4,000, 000 6,600, 000

74,600 15,500,000 53,500 12,300, 000 3 200 000
Subtotal, zinc____

651,900 109,600,000 490,000 76,600,000 33,000,000
Total reduction in ;
S o o $33, 000,020

18,300,000 66,000 17,100,000 1,200, 000
14,900,000 25,000 6, 500, 000 8,400, 000
28,600,000 70,000 18,100,000 10,500,000
- 22,600,000 68,000 17,500,000 5,100, 000
West Germany - 12,700,000 12,000 3,100, 000 9,600, 600

Allother.________.________.__ 31,100,000 59,000 15 300 000 15,800,000
Subtotal, lead____.__.. _____ 495,500 128,200,000 300,000 77,600,000 50,600,000
Total reduction in lead im-
POTES - L e 50, 600, 000
Total benefit to balance of :
payments, zinc and lead . _ - 83, 600, 000
Summary of Reduction of Imports by Countires, Zinc and Lead
Probable
reduction of
imports,
dollarst

1 Estimated value before custom duties at present price levels of 13.5 cents for zinc 14.0 cents for lead.
2 Countries in this category are principally: Algeria, Belgium, Bolivia, France, Honduras, Poland, Republic of South
Africa, United Kingdom, and Yugoslavia.

The Crairyman. Are there any questions of Mr. Johnson ?

Mr. Curtis.

Mr. Corris. Has the industry in the past ever gone the national
security route, through OEP ?

Mr. JorNsON. Mr. Curtis, we have not gone that route, as such, for
this reason: that I would think on at least a dozen occasions in the
past 8 or 4 years, the OEP and Defense Department have all declared
lead and zinc non-essential to natlonal security, in connection with
other legislation.

Mr. Curtrs. And yet, aren’t our stockplles based on the assumption
that it is essential for military reasons to have lead and zine?
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Mzr. Jorxson. Mr. Curtis, you are hitting a very tender spot with
me, NOW.

Mr. Corris. All right.

Mr. Jorxsox. As of now, there are in the stockpiles about 1,200,000
tons of both lead and zinc in the form of metal. At one time there was
as much as one and a half million tons.

That was there for the reason that some years ago the quantity we
required in the stockpiles to meet objectives was set at one and a half
million tons. Today the objective is zero. The whole 1,200,000 tons of
each of these metalsis declared surplus.

Mr. Curtis. Was that done by Executive order?

Mr. Jorxson. This was done by whatever committee it is that de-
cides from time to time that the stockpile objectives should be changed,
and as a matter of record, if we go back over the history of stockpﬂe

objectives for those two metals, they changed some 38 times over a
period of several years, up, down, but ﬁn‘llly they got to nothing. That
was about 2 years ago.

Mr. Curtis. I won't explore it here, but I want to get more informa-
tion on this situation because in fact. Stockplles as I understood it,
were set up by law for defense reasons, for security reasons. If stock-
pile policies are improperly used, they could actually have an economic
mmpact on any industry.

I remember a couple of year ago I felt that the use of the copper
stockpile was a misuse: that is, it was done not for military reasons but
for economic reasons.

The economic reasons, in my opinion, are sound, but I thought we
had prohibited the Executive from using tockplles for that purpose.

Am T in error in thinking that the lead and zinc stockpiles were
originally for strategic militar y reasons?

Mr. Jomxsox. They were so created, and they are under the control
of the Congress.

There is s something they talk about over there, called methodology,
which is something thev use for determining whether we need any
lead or any zine, or we need a lot, or we don’t need any.

I don’t understand this methodology, because it is difficult for me to
understand in the case of products which are used extensively in ma-
terial that is now being used in Vietnam, for example, how we don’t
need any of thisin the event of an emer Qency.

Of course, the industry doesn’t agree with this determination of a
zero objective.

Mr. Corris. This makes it a little complicated, or could make it
complicated, in respect to these quotas, too, because stockpiles are a
third source of where the metal could be coming from onto the market.

Mr. Jomxson. This is very true, sir. This does create a complication.

There are further complications throughout the stock pile, particu-
larly of zine, for e\ample There have been a lot of changes in the re-
quirements for quality since this material was put in the stockplle, and
much of the material in the case of zinc in the stockpile is not suitable
for normal commercial uses, these days, and something will have to be
done to it.

If something is done to it to make it commercially usable, the indus-
try is going to  have to do it, because they are the only people who have
the equipment.
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The industry has told GSA and the executive branch that under
proper circumstances, they certainly would be willing to cooperate in
so doing, but you can easily see, sir, that if the industry gets into a
situation in which it obligates itself, let us say, to help liquidate the
stockpile over an extended period of time, it certainly would have to
have some form of protection to enable it to do this.

So that it is a dual problem. It is a problem of the Government, and
it is a problem of industry. :

Mr. Curtis. Just briefly. I have one other question.

Does the industry run into a problem of unfair competition in the
sense tlglat foreign governments subsidize their mining in this area for
export?

Mr. Jomwnson. There are some such things, but I don’t think that we
take the view, Mr. Curtis, that this is a serious thing.

Mr. Cortis. Is it essentially wage differential ?

Mr. Jounson. Essentially, it is a fact that perhaps outside the
United States we may find slightly better ore deposits.

The main thing, though, is the cost of producing it.

Mr. Corris. Which is mainly wages, isit?

Mr. Jor~son. Mainly wages.

You can see many mines here, as I pointed out, where the wages run
as high as 60 percent of cost. It depends on the method of mining that
one uses, but this is a very important factor, and when you have that
much going into direct wages, you have got a problem. That is where
the big difference is.

Mr. Curris. I certainly appreciate your testimony very much.

Mr. Jounson. Thank you, sir.

Mr. ScanNeepeLt. Mr, Chairman.

The Crmarrman. Mr. Schneebeli.

Mr. ScangeeeL. Mr. Johnson, you said the Government established
a quota effective October 1958. Under what authority was that done?

Mr. Jornso~. This was an executive proclamation.

Mr. ScaneepeLt. Under what authority ? Do you know?

Mr. Jounson. Ihavethe number here, somewhere. 1958.

Mr. Sca~geBeLt. Basically, my question is, if the U.S. Government
can establish a quota for lead and zine like this, why can’t they do the
same for steel and a lot of other commodities, and is this not in con-
travention of the GATT?

Mr. Jor~son. Iwould think it was at the time.

I am trying to find this executive order number. It was 10,000—
something.

Does anybody back here know the number ?

Mr. ScaneeseLs. If you could furnish that information, we don’t
want to hold you up. ‘

I am wondering how, suddenly, they can establish a quota without
specific congressional action. ‘

Mr. Jounson. Iwillsend you a copy of the executive order.

(The following material was received by the committee :)

Facrors PRECEDING PRESIDENTIAL PROCLAMATION No. 3257—SEPTEMBER 22, 1958

Following World War II, metal prices were at or above present levels, but in
early 1950 dropped to uneconomic levels. At that time, the lead industry filed
an escape clause action with the Tariff Commission requesting that the 1939



duty reduction of 50% on lead imports be canceled and the statutory rates
of 1930 be restablished. This application coincided with the cancellation of a
Mexican Trade Treaty, containing the escape clause provision. Following abroga-
tion of the Treaty, 1930 duty rates on lead were restored. Five months later,
June 1951, tariffs on both lead and zinc were reduced 50% and 60%, respectively,
at the Torquay trade negotiations and have remained at these levels.

The Korean War changed the economic situation but only for a short period.
As market prices dropped following Korea, the lead-zinc industry filed its first
escape clause action under provisions of Section 7 of the Trade Agreements
Ixtension Act of 1951 on September 14, 1953. Hearings were held during November
of 1953. On May 21, 1954, the Commission made a wnanimous finding (Escape
Clause Investigation No. 27) that serious injury was resulting from excessive
imports and five Commissioners recommended maximum permissible increase in
duties (Pig Lead—2.55¢ per pound : Slab Zinc—2.10¢ per pound). Concurrent with
this 1953-1954 “escape clause” action, by resolution of the Senate Finance Com-
mittee (July 27, 1953) and the House Ways and Means Committee (July 29,
1953), the Commission also conducted a ‘“general investigation” in accordance
with the provisions of Section 332 of the Tariff Act of 1930. This was transmitted
to the Committees concerned on April 19, 1954 and is a 256 page volume with a
detailed analysis of the economic conditions and pertinent statistics concerning
the lead-zine industry of the United States.

On August 20, 1954 President Eisenhower advised the Committee on Ways
and Means and the Committee on Finance that he would not implement the
unamimous recommendations of the Tariff Commission in their May 1954
report. The President cited as one of the reasons for not ‘implementing the
Commission’s findings, that the maximum permissible increase in duty was
insufficient to “reopen closed mines” and would have only a minor effect on
U.S. prices. In lieu of accepting the Commission’s recommendations the President
instituted inereased defense stockpile purchases of these two metals and subse-
quently initiated barter. The President further stated that he was directing the
Secretary of State to seek recognition by foreign countries, who were principal
importers, that they would not take any “unfair advantage” of his alternative
programs. However, the record now shows that imports for consumption did

not decline and, in fact, increased following the President’s letter :
Short tons

1950-54 average yvearly imports of lead ore and metal - 455,916
1958 total of lead ore and metal imports _ 589, 800
1950-54 average yearly imports of zinc ore and metalo - 530, 548
1958 total of zinc ore and metal imports_ . __ _723, 392

In a series of regulations issued May 28, 1957, the Department of Agriculture
essentially stopped all bartering in lead and zine, which was the major alternate
stabilization program instituted by the President. The Office of Defense Mobiliza-
tion announced that April 1958 was the last month it would purchase zine, and
lead buying was scheduled to be stopped at the end of June of 1958. Prices for
both metals decreased 3¢ per pound in 1957.

The President had stated that if stockpile action in lieu of accepting the
Tariff Commission’s proposal did not accomplish the objectives he sought. he
would be prepared “to consider even more far-reaching measures.” In June 1957
the Executive Department proposed legislation for suspension of duties and
substitution of excise taxes whenever the market for the two metals was below
“peril point” levels (lead—17¢ per pound; zine—14.5¢ per pound). Following
a hearing on this legislation in the House of Representatives, the President was
advised by the Chairman of the Ways and Means Committee that Congressional
action was not appropriate since the President had authority to act under pro-
visions of the escape clause and National Security amendment. The President
then indicated that: “It is my understanding the industry will file an escape
clause action if the Congress does not pass the requested legislation.”

On September 27. 1957 the industry filed a second escape clause petition
with the Tariff Commission requesting increased duties and import quotas.
On April 24, 1958 the Tariff Commission again unanimously found (Escape Clause
Investigation No. 65) that the domestic lead-zine industry was suffering serious
import injury. Three Commissioners recommended the maximum increase in
duty (50% above the 1945 rates: Pig Tead—2.55¢ per pound : Slab Zine 2.10¢ ner
pound) and also recommended the impesition of absolute quotas, based on 50%
of imports during the period 1953-1957. The other three Commissioners recom-
mended a return to the 1930 duty rates (Pig Lead—2.125¢ per pound; Slab Zinc—
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1.75¢ per pound). At the conclusion of the 60-day period, as provided in the
Trade Agreements Act, the President advised the Chairman of the Senate Finance
Committee that he was “suspending consideration” of the Commission’s recom-
mendations. The President further stated that a final decision would be appro-
priate after the Congress had completed its consideration of a “minerals stabiliza-
tion plan” submitted by the Executive Department and introduced in the Senate
as $.4086. This legislation passed the Senate but failed to pass in the House as
Congress adjourned in August 1958. :

The President was faced with a final' decision and issued Proclamation No.
3257 on September 22, 1958 establishing 'absolute quota restrictions on imports
for consumption of unmanufactured lead and zine, effective October 1, 1938.
However, the quota amounts were set at 80%, rather than the recommended
50%, of the average annual commercial imports for the base period, much more
generous to the importer than recommended by the Tariff Commission. There
was no change in basic tariff rates and no provision for quota control of manu-
factured items. The annual quotas established limits for imports of ore and
metal combined as follows: lead—354,720 tons and zinc—520,960 tons.

By the time the President took this action, the damage had been done. The
quotas were too little and too late. In 1957 the industry had been flooded with
unneeded imports. Producers’ stocks were at all time highs and market prices
were at low, uneconomic levels; domestic mines closed and employment and
production dropped and there was no sizeable increase in consumption of these
two metals to offset the effects of the imports. The quotas did not equate metal
supply with demand. :

EVENTS DURING THE PERIOD OF PROCLAMATION NO. 3257

Despite the quotas, imposed as a temporary palliative, the industry did not
consider it good business to reopen some domestic mines, particularly in the
Western States. Metal prices had improved slightly following the quota
proclamation but dropped again in early 1959. U.S. mine production of lead and
zine has not, to date, been fully restored to the level prevailing before the
enforced drastic curtailment in 1957

In 1963 domestic consumption of lead and zinc began to increase. Since that
time, consumption of lead and zinc has increased 12 and 27 percent, respectively.
There has been a similar increase in foreign consumption. This gradual increase
in consumption brought about a similar decrease in domestic producers’ metal
stocks. As stocks approached normal levels, market prices strengthened providing
profitable operations and encouraged exploration for and development of new
sources of supply. By mid-1964, demand was exceeding supply. Mines that had
been closed were reopening and interest was renewed in finding new orebodies,
but this process was too slow to meet immediate requirements. In addition, some
countries reduced their imports below quota levels as their own consumption
requirements increased. Other countries with supplies available were limited to a
maximum import tonnage by the absolute quota system. A combination of the
necessary “lead-time” to activate domestic mining and smelting operations and
the limitations of an inflexible, absolute quota proclamation, produced a
metal shortage for both lead and zinc in the United States. Immediate action
was required to increase metal supplies. In mid-1964, the domestic lead-zinc
producers joined with the consumers in sponsoring legislation for release of
50,000 short tons of lead and 75,000 short tons of zinc from the National Stock-
pile. These quantities were easily assimilated in our expanding markets. A
second release of 150.000 short tons of lead and 150,000 short tons of zinc was
authorized in April 1965. A third zinc release of 200,000 short tons was authorized
in November 1965; however, at this time the General Services Administration,
as the representative of the Executive Department, was advised by the domestic
producers that the domestic and world supply for zinc metal was improving and
urged caution in authorizing stockpile releases that might cause market dis-
ruption. Stockpile sales were a necessary part of the domestic metal supply in
1964 and 1965, as rising consumption moved ahead of the “lead-time” required
to get new production on stream and the inflexible nature of the Quota Procla
mation did not allow for increased imports to help meet increased demands.

The absolute quotas were not an effective instrument to meet the problems of
the mining and smelting industries or of the consumers of lead and zine in the
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United States. They were set too high to effectively and expeditiously correct the
situation that called for their imposition in 1938, at a time when metal stocks
were at extraordinarily high levels and metal prices were too low for profitable
mine operation. Being of fixed quantity, they guaranteed to foreign producers
a fixed quantitative particiaption in the United States market, regardless of
the level of consumption, thus putting the entire burden of adjustment during
low cycles of domestic consumption on the U.S. mines. Further, being of fixed
quantity, they had no flexibility to meet changing levels of consumption, and
under some conditions such as those prevailing in 1964 and 1965 they approached
the point of being too low. The underlying conditions that caused the 19561957
debacle have not changed and in the absence of adequate and effective import
controls will continue as a threat to the stability of the United States mining
and smeiting industry. The strong trend to treatment of ores in countries of
origin, with a view to selling the metal products in the United States, has
widened the threat to the stability of the lead-zinc smelting industry in the
United States, and even to the continued existence of some segments of it. Mines
are not a spigot that can be turned on and off at will as supplies are required.
Some assurance of a portion of the domestic market is needed to stimulate time
consuming exploration and development. From experience under the Presidential
Quota Proclamation, the domestic lead-zine industry has stressed that any quota
limitations on lead and zinc be of a flexible nature.

EVENTS LEADING TO TERMINATION OF THE PRESIDENTIAL QUOTA PROCLAMATION

Section 351(d) of the Trade Expansion Act of 1962 requires an annual review
of any industry operating under import restrictions pursuant to action authorized
by an escape clause finding of the Trade Agreements Extension Act of 1951. This
type of action was the basis for the lead-zinc import quota plan. A report under
this authorization was sent to the President on October 1. 1963 and referred to
the Office of the Special Representative for Trade Negotiations. The Trade
Expansion Act provides further that the President may ask for Tariff Commission
advice of probable economic effects to an industry by the reduction or termination
of an import restriction. Apparently, in view of improving conditions with the
industry the Office of the Special Representative for Trade Negotiations recom-
mended a full scale review of the industry. The President ordered such a hearing
in March 1964. This was held in June 1964, and the report issued in June 1965.
The Commission reported to the President that termination of quotas on unmanu-
factured lead and zine “would not likely have a detrimental effect on demestic
lead and zinc producers unless world demand for these metals should subside
substantialiy in relation to world supplies.” The report to the President was
referred back to the Office of the Special Representative for Trade Negotiations
for study and recommendations. This study was made through an interagency
committee, principally representatives from Departments of Interior (Chair-
man), Commerce, State, Labor and Treasury. Representatives of the domestic
industry stated their position to these Departments and the Counsel to the Presi-
dent as follows:

1. No precipitous action should be taken to change the present quota system
until the effect of stockpile releases and the effects of the worldwide build-up of
preduction, on domesticand world markets could be evaluated.

2. The logical adjustment to solve inequities of the absolute quota proclama-
tion was substitution of provisions of a flexible quota bill. Friends of the
industry in Congress agreed with this position and so advised the President.

However, effective October 22, 1963, the President terminated the Quota
Proclamation on entry of lead and zinc ores and concentrates and 30 days later
on the entry of lead and zinc metal.

The President terminated the quota with no provision for a continuing lead-
zine minerals policy. He did refer the industry to the Tariff Commission for any
needed future relief and urged the Commission to expedite its procedures and
proceedings. This avenue of “help” has been thoroughly explored in 20 cases,
including one from the lead-zinc industry, all with negative results. The pro-
visions of the Trade Expansion Act of 1962 eliminate any practical nossibility
of the Commission being able to come up with a finding of injury to the industry
due to excessive imports.
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[Release From James C. Hagerty, Press Secretary to the President, Sept. 22, 1958]

U.S. NAVAL BASE
NeEwporT, R.I.

The President today agreed with the unanimous finding of the United States
Tariff Commission that escape clause relief is warranted in the case of lead
and zine. To provide an appropriate and immediate remedy, the President
issued a Proclamation limiting imports by an annual quota equn alent in
amount to eighty percent of average annual commercial imports during the
five-year period, 1953-57. The quota is allocated among exporting countries and
subdivided by calendar quarters and by tariff schedule classifications.

In identical letters to the chairman of the Senate Finance and House Ways
and Means Committees, the President recognized that the imposition of quotas
is an unusual step, but it is better suited than a tariff increase to the unique
circumstances of the case and more likely to lead to enduring solutions beneficial
to the entire lead and zinc industry. He agreed with the Tariff Commission with
respect to the distressed condition of domestic producers and pointed out that
the proclaimed import limitation, which represented an equitable approach to a
world-wide problem, should be of real benefit to the lead and zinc industry. As
our economy moves upward, he pointed out, that benefit should inerease.

The President’s letter also emphasized the importance to friendly countries
of their exports to us, the world-wide nature of the present condition of lead and
zine overproduction, and the need for sharing the burdens of this problem. The
United States has been discussing this problem with other countries and the
President is hopeful that mutually acceptable solutions can be found.

Meanwhile, teday’s Proclamation provides immediate relief for this problem
which the President has several times set before the Congress. In 1957 the
Administration presented a long-range minerals program, but it was not enacted.
During the past legislative session, the Administration proposed a Domestic
Minerals Stabilization Plan which would have assisted not only the lead and zinc
industry, but also domestic producers of copper, acid-grade fluorspar, and
tungsten. In suspending action on the Tariff Commission report last June, the
President stressed the problems and urgent needs of domestic minerals producers.
Today’s letter noted that the Congress did not enact that plan for promoting a
lLiealthy and vigorous mining industry.

The Proclamation of today was issued pursuant to Section 7 of the Trade
Agreements Extension Act of 1951, as amended. That provision authorizes import
restrictions to remedy serious injury or the threat of serious injury as determined
by the United States Tariff Commission. The Commission reported its unanimous
finding of injury on April 24, 1958. The report contained aiternative remedial
recommendations. Three Commissioners proposed a restoration of the tariff
rates provided in the Tariff Act of 1930. The remaining three Commissioners
favored a larger tariff increase together with quantitative limitations. Copies
of that report are available at the Commlsswn

The Texts of the President’s letter to the Congressional chairmen and of today’s
Proclamation are as follows:

The Honorable HARRY FL0OD BYRD,

Chairman, Committee on Finance,

U.8. Senate, Washington, D.C.

The Honorable WILBUR D. MILLS,

Chairman, House Ways and Means Committee,
House of Representatives, Washington, D.C."

DEAR MR. CHAIRMAN : In my letter to you of June 19, 1958, I stated that I was
suspending consideration of the recommendations of the United States Tariff
Commission in Escape-Clause Investigation No. 65 on lead and zine. I pointed
out that a final decision would be appropriate after the Congress had completed
its consideration of the proposed Minerals Stabilization Plan. The Congress did
not, as you know, enact this Plan.

After full consultation with the Trade Policy Committee and other interested
agencies of the Executive Branch, I have decided to accept the unanimous findings
of the Tariff Commission respecting injury. There is no doubt that the domestic
producers are in genuine distress. They have substantially curtailed their produc-
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tion, and large commercial stocks have accumulated within this country. At the
same time, the prices of both lead and zinc have declined and, despite decreased
demand, import levels have remained high.

In seeking a solution which will afford adequate relief to the domestic indus-
try, I am also conscious of the importance to the economies of friendly countries
of exports of lead and zinc to the United States. There is no doubt that in the
long term the United States will continue to be an important market for lead
and zine producers abroad. With these considerations in mind, and with
the aim of finding a way to share with exporting countries the burdens caused
by the present condition of world over-production, representatives of this Gov-
ernment have recently participated in discussions of this problem with other
nations. I am hopeful that, with the good will and cooperation of all major ex-
porting and importing countries, mutually acceptable solutions can be found.

Meanwhile, the condition of the domestic producers admits of no further de-
lay in taking remedial measures. After a careful examination of the Commis-
sion’s report, including its alternative proposals for meeting the problem, I have
decided to establish a quota limiting imports to eighty percent of average annual
commercial imports during the five years 1953-57, as set forth in the attached
copy of my Proclamation of today. This quota is allocated by countries and rep-
resents an equitable approach to a difficult problem affecting many sources of
supply.

I recognize that the imposition of quotas is an unusual step, but it is better
suited than a tariff increase to the unique circumstances of the case and more
likely to lead to enduring solutions beneficial to the entire lead and zinc industry.
These limitations represent a twenty percent reduction from the level of average
annual imports during the last five years. This action should be of real benefit to
the lead and zine industry, and that benefit should increase as our economy
moves upward.

Sincerely,
DwicHT D. EISENHOWER.

MODIFICATION OF TRADE AGREEMENT CONCESSIONS AND IMPOSITION OF QUOTAS ON
UNMANUFACTURED LEAD AND ZINC: BY THE PRESIDENT OF THE UNITED STATES
OF AMERICA—A PROCLAMATION

1. Whereas, pursuant to the authority vested in him by the Constitution and
the statutes, including section 350 of the Tariff Act of 1930, as amended (19 U.S.C.
1351, the President, on October 80, 1947, entered into a trade agreement with
foreign countries, which consists of the General Agreement on Tariffs and Trade
and the related Protocol of Provisional Application thereof, together with the
Tinal Act Adopted at the Conclusion of the Second Session of the Preparatory
Committee of the United Nations Conference on Trade and Employment (61 Stat.
(Parts 5 and 6) A 7, A 11, and A 2051), and, by Proclamation No. 2761A of
December 16, 1947 (61 Stat. (Part 2) 1103), proclaimed such modifications of
existing duties and other import restrictions of the United States and such con-
tinuance of existing customs or excise treatment of articles imported into the
United States as were then found to be required or appropriate to carry out
that agreement on and after January 1, 1948;

2. Whereas, pursuant to the said authority, the President, on April 21, 1951,
entered into a trade agreement consisting of the Torquay Protocol to the Gen-
eral Agreement on Tariffs and Trade, including the annexes thereto (3 UST
(Part 1) 588), and, by Proclamation No. 2929 of June 2, 1951 (3 CFR, 1951 Supp.,
p. 27), proclaimed such modification of existing duties and other import re-
strictions of the TUnited States and such continuance of existing customs or
excise treatment of articles imported into the United States as were then found
to be required or appropriate to carry out that agreement on and after June 6,
1951, which proclamation has been supplemented by several notifications of the
President to the Secretary of the Treasury, including a notification dated June 2,
1951 (3 CFR, 1951 Supp., p. 530) :

3. Whereas the second item 894 in Part I of Schedule XX annexed to the
agreement referred to in the first recital of this proclamation (61 Stat. (Part 5)
A 1219) reads as follows:
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Tariff Act
of 1930, Description of products Rate of duty
paragraph '

394 0Old and worn-out zinc, fit only to be remanufactured, zinc dross, and zinc  34¢ per Ib.
skimmings.

4, Whereas item 391, the first item 392, item 393, and item 394 in Part I of
Schedule XX annexed to the trade agreement referred to in the second recital
of this proclamation (3 UST (Part 1) 1167), read, respectively, as follows:

Tariff Act

of 1930, Description of products Rate of duty
paragraph
391 Lead-bearing ores, flue dust, and matters of all kinds___________.___... 34 ¢ per Ib. on lead content.

392 Lead bullion or base bullion, lead in pigs and bars, lead dross, reclaimed 114e¢ per Ib. on lead content.
lead, scrap lead, antimonial lead, antimonial scrap lead, type metal,
Babbitt metal, solder, all alloys or combinations of lead not specially
provided for. L .

393 Zinc-bearing ores of all kinds, except pyrites containing not over 3% of 0.6¢ per Ib. on zinc content.

zinc.
394 Zinc in blocks, pigs, or slabs, and zinc dust_ ... o oooeo. 0.7¢ per Ib,

5. Whereas, in accordance with Articles IT and XI of the said General Agree-
ment on Tariffs and Trade, the United States customs treatment reflecting the
concessions granted in the said trade agreements with respect to the articles
described in the items reproduced in the third and fourth recitals of this procla-
mation has been the application of the respective rates of duty specified in such
items, without quantitative limitation :

6. Whereas the United States Tariff Commission has submitted to me a report
of its Investigation No. 65 under section 7 of the Trade Agreements Extension Act
of 1951, as amended (19 U.S.C. 1364), as ‘a result of which the Commission has
found that the articles desecribed in the said items (except Babbitt metal, solder,
and zine dust) are, as a result in part of the customs treatment specified in the
fifth recital of this proclamation, being imported into the United States in such
increased quantities, both actual and relative, as to cause serious injury to the
domestic industries producing like or directly competitive products;

7. Whereas I find that the modifications of the concessions granted in the said
agreements with respect to such articles to permit the application to such articles
of the customs treatment hereinafter proclaimed necessary to remedy the serious
injury to the domestic industries producing like or directly competitive products;

8. Whereas the said section 350 of the Tariff Act of 1930, as amended author-
izes the President to proclaim such modifications of existing duties and such ad-
ditional import restrictions as are required or appropriate to carry out any
foreign trade agreement that the President has entered into under the said sec-
tion 350; and

9. Whereas, upon modification of the said concessions as hereinafter pro-
claimed, it will be appropriate, to carry out the General Agreement on Tariffs
and Trade, to apply to the said articles the customs treatment hereinafter
proclaimed :

Now, therefore, I, Dwight D. Eisenhower, President of the United States of
Amerieca, acting under the authority vested in me by section 350 of the Tariff Act
of 1930, as amended, and by section 7(c) of the Trade Agreements Extension
Act of 1951, as amended, and in accordance with the provisions of Article XIX
of the said General Agreement on Tariffs and Trade, do proclaim as follows:

(a) Item 391, the first item 392, item 393, and item 394, referred to in the
fourth recital of this proclamation, shall each be modified, effective October 1,
1958, so as to read, respectively, as follows:



Tariff Act .
of 1930, Description of products ) Rate of duty
paragraph
391 Lead-bearing ores, flue dust, and mattesof all kinds____________________ 34¢ per lb. on lead content.

Vhenever, in any 3-month period beginning Oct. 1 in 1958, and
Jan. 1, Apr. l July 1, and Oct. 1 in any subsequent year—

(l)the dutiable lead content (as snown on the entry in accord-
ance with the applicable customs regulations) of lead-bearing
ores, flue dust, and mattes the product of a country specified
below entered, or withdrawn from warehouse, for consumption,

(Z)the dutiable lead content (as shown on the warehouse with-
drawal for conchptlon in accordance with the applicable
customs regulztions) of lead-bearing ores, flue dust, or mattes
the product of such country, with respect t5 which duly was col-
lected under section 312 of the Tariff Act of 1930 upon withdrawal
for consumption from customs bonded warehouse of ‘‘metal pro-
ducible’” within the meaning of the said section 312,

are determined by the Secretary of the Treasury of the United States
to have reached the aggregate quantity specified beiow for such
country, no lead-bearing ores, {lue dust, or mattes the product of such
country may be entered, or withdrawn from warehouse, for consump-
tion during the remamder of such period; and no article may be with-
drawn for consumption from any customs bonded warehouse during
the remainder of such period if by reason of such withdrawal duty
would become collectible under section 312 of the Tariff Act of 1930
in cancellation of a bond charge covering any lead-bearing ore, fiue
dust, or matte the product of such country:

T 8,080 short tons.
Union of South Africa_...__._________ . 7,840 short tons.
Canada. ... oo ool -- 6,720 short tons.
Australia_. -~ 5,040 short tons.
Bolivia.. - 2,520 short tons.
All other foreign countries (total)._._.____ -- 3,280 short tons.

The foregoing quantitative restrictions shall not apply to any ore,
flue dust, or matte the lead content of which is not subject to duty
or which contains less than two per centum of lead (whether or not the
lead content thereof is subject to duty); to any article imported by or
for the account of the Government of the Unitad States; or to any im-
ported article which is under contract for dehvery in the United States
for the account of a corporation wholly owned by the Government of
the United States.

392 Lead bullion or base bullion, lead in pigs and bars, lead dross; reclaimed 11{e¢¢ per ib. on iead content.
lead, scrap lead, antimonial lead, antimonial scrap lead, type metal,
Babbit metal, solder all alloys or combinations of lead ‘not spﬂcla\\y
provided for."

Whenever, in any three-month period beginning Ostober 1 in 1958,
and January 1, April 1, July 1, and October 1 in any subsequent year,
the dutiable lead content (as shown on the entry in accordance with
the applicable customs regulations) of the articles described above in
this item (except Babbitt metal and solder) the product of a country
specified below, entered, or withdrawn from warehouse, for consump-
tion, is determined by the Secretary of the Treasury of the United
States to liave reached the aggregate quantity specified below for such
country, no such articles the product of such country may be entered, or
withdrawn from warehouse, for consumption during the remainder of
such period:

MeXiCo. ... 18,440 short tons
Australia_.____.._____ -. 11,840 short tons
Canada.___ 7,960 short tons
Yogoslavia_ 7,880 short tons
Peru__.__. 6,440 short tons

All other foreign countries ~ 3,040 <hort tons

The foregoing quantitative restrictions t apply to any article

described in this item which is not subject to duty; to any such article

imported by or for the account of the Government of the United States;

or to any importad article which is under contract for delivery in the

United States for the account of a corporation wholly owned by the
Government of the United States.
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Tariff Act -
of 1930, Description of products Rate of duty
paragraph !

393 Zinc-bearing ores of all kinds, except pyrites containing not over 37, of 0.6¢ per Ib. on zinc content.
zinc.
Whenever, in any three-month period beginning October 1 in 1958,
and January 1, April 1, July 1, and Octobar 1 in any subsequent year
(1) the dutiable zinc content (as shown on the entry in ac-
cordance with the applicable customs regulations) of zinc-bearing
ores the product of a country specified helow, entered, or with-
drawn from warehouse, for consumption, and
(2) the dutiable zinc content (as shown on the warehouse with-
drawal for consumption in accordance with the applicable customs
regulations) of zinc-bearing ores the product of such country,
with respect to which duty was collected under section 312 of the
Tariff Act of 1930 upon withdrawal for consumption from customs
bonded warehouse of ‘‘metal producible’ within the meaning of
the said section 312, ;
are determined by the Secretary of the Treasury of the United States
to have reached the aggregate quantity specified below for such coun-
try, no zinc-bearing ores the product of such country may be entered,
or withdrawn from warehouse, for consumption during the remainder
of such period; and no article may be withdrawn'for consumption from
any customs bonded warehouse during the remainder of such period
if by reason of such withdrawal duty would become collectible undar
section 312 of the Tariff Act of 1930 in cancellation of a bond charge
covering any zinc-bearing ore the product of such country:
i .. 35,240 short tons
- 33,240 short tons
- 17,560 short tons
__- 8920 short tons
The foregoing quantitative restrictions shall not apply to any ore the zinc
content of which is not subject to duty or which contains less than one per
centum of zinc (whether or not the zinc content thereof is subject to duty);
to any article imported by or for the account of the' Government of the
United States; or to any imported article which is under contract for
delivery in the United States for the account of a:corporation wholly
owned by the Government of the United States.
394  Zinc in blocks, pigs, or slabs, and zinc dust___________________________. 0.7¢ perb.
Whenever, in any three-month period beginning October 1 in 1958,
and January 1, April 1, July 1, and October 1 in any subsequent year,
the total aggregate quantity of the articles described above in this
item (except zinc dust) and in the second item 394 in Part | of Sched-
ule XX annexed to the General Agreement on Tariffs and Trade as
authenticated on October 30, 1947 (old and worn-out zinc, fit only to
be remanufactured, zinc dross, and zinc skimmings), the product of
a country specified below, entered, or withdrawn from warehouse,
for consumption, is determined by the Secretary of the Treasury of
the United States to have reached the aggregate quantity specified
below for such country, no such articles the product of such country
may be entered, or withdrawn from warehouse, for consumption
during the remainder of such period:

Canada_______ .. ... 18,920 short tons
Belgium and Luxembourg (total).___._._____ 3,760 short tons
MeXiCo. - . 3,160 short tons
Belgium Congo. .- . ... 2,720 short tons
Peru_ .. 1, 880 short tons
Italy --- 1,800 short tons
All other foreign countries (total)._________. 3, 040 short tons

The foregoing quantitative restrictions shall not apply to any article
described in this item which is not subject to duty; to any such
article imported by or for the account of the Government of the United
States; or to any imported article which is under contract for delivery
in the United States for the account of a corporation wholly owned by
the Government of the United States. :
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(b) The articles described in the said items entered, or withdrawn from ware-
house, for consumption on or after October 1, 1958, and until the President other-
wise proclaims, shall be subject to the quantitative limitations specified in the
said items, as modified by paragraph (a) above, except that no such quantita-
tive limitation shall be applied to any article described in item 392 or item 394
or in clause numbered (1) of item 391 or clause numbered (1) of item 393 which
was exported to the United States prior to the date of this proclamation.

In witness where of, I have hereunto set my hand and caused the Seal of the
United States of America to be affixed.

Done at the City of Washington this twenty-second day of September in the

vear of our Lord nineteen hundred and fifty-eight, and of the Inde-

[sEaL] pendence of the United States of America the one hundred and eighty-

third.
DwicHT D. EISENHOWER.

By the President:

Joux FosTterR DULLES, Secretary of State.

QUOTA LIMITATIONS, BY COUNTRY OF PRODUCTION, APPLICABLE UNDER ITEMS 391, 392, 393, AND 394, PART |,
SCHEDULE XX, GENERAL AGREEMENT ON TARIFFS AND TRADE, AS SUPPLEMENTED, FOR THE QUARTERLY PERIOD
BEGINNING OCT. 1, 1958, AND FOR EACH SUBSEQUENT QUARTERLY PERIOD BEGINNING JAN. 1, APR. 1, JULY 1,

AND OCT. 1
Presidential Proclamation No. 3257, dated Sept. 22, 19581

[In pounds]
ltem 391.—Lead-  ltem 392.—Lead bullion ltem 393.—Zinc- Item 394.—Zinc in
bearing ores, flue or base bullion, lead bearing ores or all blocks, pigs or slabs;
dust, and mattes in pigs and bars, lead kinds, except py- old and worn-out zinc,
dross, reclaimed lead,  rites containing not  fit only to be remanu-
Country of scrap lead, antimonial over 3 percent of  factured, zinc dross and
production 2 lead, antimonial scrap zinc zinc skimmings

lead, type metal, al}
alioys or combinations
of lead n.s.p.f.

Quarterly quota— Quarterly quota— Quarterly quota— Quarterly quota—
Dutiable lead Dutiable lead Dutiable zinc By weight

Australia__.________ 10,080,000 23,680,000 .ot

Belgitm CONgO- - - oo cccocmcmmmmmmmmmmmmmmmce oo seseooooonns 5, 440, 000
Belgium and Lux-

emburg (total) oo 7,520,000

Bolivia--..._.. L it T R PP

Canada. 13, 440,000 37, 840, 000

HalY o oo cccemmemmmeemecemeneommeesesaes 3,600,000

MEXICO- oo om o emm e maem o 36, 880, 000 70, 480, 000 6,320, 000

............... 16, 160, 000 12, 880, 000 35,120, 000 3,760, 000

Africa..oooocao- 14,880,000 oo iiieeoiceeeooaaen
Yugostavia. - oo oo e 15,760, 000
All other foreign
countries (total)_. 6, 560, 000 6, 080, 060 17, 840, 000 6, 080, 000

1 The proclamation specifically exempts the following from the quota restrictions imposed therein:
(1) any article imported by or for the account of the Unitad States Government; or any imported article which is
gnder contract for delivery in the United States fer the account of a corporation wholly owned by the United States
overnment;
22(21)9‘152?“ article described in item 392, above, or in item 394, above, exported to the United States before September
b lead-bearing ores, flue dust, and mattes of all kinds (item 331, above,) and zinc-bearing ores of all kinds (item
393, above,) exported to the United States before September 22, 1958. This exemption does not apply to withdrawals
for consumption of “‘metal producible’ from bonded smelters under section 312, Tariff Act of 1930;
(3) any article described in item 392, above, or in item 394, above which is not subject to duty;
(4) any ore, flue dust, or matte (item 391, above,) the lead content of which is not subject to duty cr which contains
less than two per centum of lead (whether or not the lead content thereof is subject to duty);
(5) any ore (item 393, above,) the zinc content of which is not subject to duty or which contains less than one per
centum of zinc (whether or not the zinc content thereof is subject to duty);
(6) Babbitt metal and solder (item 392, above,) and zinc dust (item 394, above).
2 Articles producad in any country not named in the proclamation, or in any country other than those to which allocations
have been made, are subjact to the allocation to “‘all otirer foreign countries.’
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TREASURY DEPARTMENT,
i BUREAU oF CUSTOMS,
Washington, D.C., September 26, 1958.

Bureau of Customs Circular Letter No. 3054.
Subject: Absolute import quotas on unmanufactured lead and zinc; Presidential
Proclamation No. 3257 dated September 22, 1958.

Presidential Proclamation No. 3257 of September 22, 1958 (copy attached),
modifies, effective October 1, 1958, item 3891, the first item 392, item 393, and
item 394, Part I, Schedule XX, of the General Agreement on Tariffs and Trade,
as supplemented (T. Ds. 51802 and 52739), by establishing, with certain excep-
tions, absolute quota restrictions on imports for consumption under each of
these items for the 3-month period beginning October 1, 1958, and for each
quarterly period thereafter beginning January 1, April 1, July 1, and October 1.

Articles described in item 392 or item 894 or in clause numbered (1) of item
391 or clause numbered (1) of item 393 which were exported to the United States
before September 22, 1958, are not subject to the quota restrictions provided in
the proclamation.

However, metals producible withdrawn from bonded smelting and refining
warehouses established under section 312, Tariff Act of 1930, are not exempted
from quota limitations by reasons of the ores or crude metals designated in the
withdrawal covering the metals producible having been exported before the date
of the proclamation.

The quota limitations apply on a country of production basis to—

(a) the amount of the dutiable lead contained in the articles described
in item 391; ‘

(b) the amount of the dutiable lead contained in the articles described
in the first item 392, except Babbit metal and solder;

(c) the amount of the dutiable zinc contained in zinc-bearing ores of
all kinds, except pyrites containing over 3% of zine, under item 393; and

(d) the total weight of certain articles described in item 394 ; namely:
zine in blocks, pigs, or slabs, (except zine dust), old and wornout zine fit only
to be remanufactured, zinc dross, and zinc skimmings.

The attached table shows the quantities, by country of production, which
may be entered, or withdrawn from warehouse, for consumption under the re-
spective quotas during each quarterly period, and sets forth the exemptions from
the quota limitations provided in the President’s proclamation.

In the case of withdrawal for consumption of metals producible from bonded
smelting and refining warehouses established under section 312, Tariff Act of
1930, the country chargeable is the country of origin of the ores or crude metals
designed in the withdrawal to receive the credit for the withdrawal for consump-
tion under section 312.

The quota restrictions do not apply to any ore, flue dust, or matte the lead
content of which is not subject to duty or which contains less than 2 per centum
of lead by the wet assay before deduction of the 1.5 units.

Such quota limitations under item 393 do not apply to any ore the zinc content
of which is not subject to duty or which contains less than 1 per centum of zinc
(whether or not the zinc content thereof is subject to duty).

Entries or withdrawals for consumption under any item for quota-class articles
produced in a country not named in the proclamation, or in any country other
than those to which allocations have been made, will be charged to the allocation
to “all other foreign countries” under the particular item.

For quota control purposes, charges against item 391 quotas and against item
393 quotas will be based on the dutiable lead content or the dutiable zinc content,
respectively, as shown on the consumption entries or warehouse withdrawals
(clause numbered (1) of each item as shown in the proclamation) ; charges
against the item 392 quotas will also be based on the dutiable lead content as
shown in the consumption entries or warehouse withdrawals.

For quota control purposes, charges against the item 394 quotas will be based
on the weights as shown on the consumption entries or warehouse withdrawals.

In the case of the items subject to the second clause of item 391 and item 393
relating to the withdrawal of merchandise from a bonded smelting and refining
warehouse established under section 312, Tariff Act of 1930, the dutiable lead and
dutiable zinc content chargeable to the respective quota by reason of the ware-
house withdrawal for consumption shall be the full lead or zinc content of the
ores, shown on the withdrawal, required to produce the finished product.



To illustrate, assume warehouse withdrawals for consumption were filed, with
credits to be applied to warehouse entries filed covering ores, concentrates, and
mattes, the dutiable lead or zinc in the imported material would be determined
for quota purposes as follows:

[In pounds]
Lead Zinc
Lead ores or concentrates:
Full metal content after deduction of 1.5 units for lead _. 1266,000 22,800
Less approved wastages____._ e 8,273 3,648
Producible metals withdrawn . e mmemmmmmmme oo 257,727 119,152
Copper ores or concentrates:
Full mata! content after deduction of 1.5 units for lead 20,200 5,800
Less approved wastages. - - - ooooooooemecmeoocomommmemmeemmmooeee - 6, 060 870
Producible metals withdrawn___ R . - 114,140 14,930
atte:
Full metal content after deduction of 1.5 units for lead . oo 100, 020 (O]
Less approved wastages_ .- - 15,000 oo __---
Producible metals withdrawn e emm oo e 185,000 _ooeoo--
Zinc ores or concentrates:
Full metal content after deduction of 1.5 units for lead . @ oomeeaee 11,100 155,100
Less approved Wastages. - - - oo oooomeommmcocooomoommmeeomocemooommomoooo 100 2,755
Producible metais withdrawn e 1,000 52,345

1 Pounds of metal to be charged against quota of country of origin of the ores, concentrates, flue dust, or mattes of all

inds.
2 Zinc in matte not subject to duty.

This procedure shall also apply where a constructive transfer (section 19.24,
Customs Regulations) is filed at one port without physical shipment of metal
producible and the warehouse withdrawal for the metal producible is filed at
a second port.

All warehouse entries covering the imported material designated in items
291 and 393 show the country of origin of the material involved. Therefore, the
country designated by the smelter on the warehouse withdrawal of “metal
Producible” for credit against its smelter bond, should be reported to the Bureau
so that the proper quota can be charged with the dutiable content of the ore or
crude metal required to produce the finished product.

The warehouse withdrawal for consumption designating a given warehouse
entry covering specific ores or crude metals may not be filed unless there is
metal producible on hand at least equal to the recoverable lead or zine, i.e., duti-
able contents of the lead or zinc desired to be withdrawn. The filing of the ware-
house swithdrawal need not be withheld until the related warehouse entry has
been liquidated.

In view of the possibility that some of the quotas may be filled at or shortly
after the opening of the quota period on October 1, 1958, no quota-class articles
shall be released from customs custody without Bureau authorization.

To afford all importers an equal opportunity for the simultaneous presentation
of entries and withdrawals for consumption under the quota, arrangements shall
be made for the official opening of the quota on Otcober 1, 1958, as of noon, e.s.t.,
or its equivalent in other time zones. No importer shall be permitted to file an
entry or withdrawal for consumption under any item for an amount in excess of
the quota allocation involved (section 12.50(d), Customs Regulations).

You shall report the following detailed information to the Bureau by telegram
with respect to the entries and withdrawals presented as of noonm, e.s.t., on
October 1:

(1) the respective total amounts, in pounds, of quota-class lead, by country
of production, subject to the item 391 quotas;

(2) the respective total amounts, in pounds, of quota-class dutiable lead,
by country of production, subject to the item 392 quotas;

(3) the respective total amounts, in pounds, of quota-class zinec, by coun-
try of production, subject to the item 393 quotas;

(4) the respective total weights, in pounds, by country of production, of
the zine articles subject to the item 394 quotas.
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The same detailed information shall be reported by telegram with respect to
each subsequent entry and withdrawal. The exact time of presentation of each
entry and withdrawal shall be stated. Articles which come within the quota
exemptions provided in the proclamation (see attached table) should not be
reported to the Bureau. i

All transactions shall be reported in detail on customs Form 3161. Since the
quotas are to be administered on a pound basis, that unit of quantity should be
stated in the “Unit of Quantity” column of customs Form 3161. To assure proper
identification of the quota, or quotas, to which each transaction is chargeable,
the item number, or numbers should be stated in connection with the description
of the commodity involved. Since the quotas are absolute, it is essential that all
information reported to the Bureau on the bases outlined in paragraphs 6 through
12 of this letter be as accurate as possible. |

Nothing in the above shall be construed as providing a change of existing prac-
tice in the method of determining duitable quantities of these products in the
liguidation of the entries.

In order to avoid demurrage charges and to facilitate the movement of the
imported merchandise, the collector may permit goods arriving in railroad cars
to proceed under a special manifest to a bonded warehouse or other place desig-
nated by the collector after the consumption entry has been filed and before
their quota status has been determined in the condition that the goods shall not
be removed from the place of unlading until proper disposition has been deter-
mined. An appropriate entry, immediate transportation or warehouse, shall be
substituted promptly for any of goods excluded from release under the consump-
tion entry.

All collections tendered as payment of duties on entries presented under the
quotas specified by Presidential Proclamation No. 8257 of September 22, 1958,
shall be deposited to the deposit fund account 20X6864. Unapplied Customs
Receipts. You will be notified by the Bureau of the entries or portions of entries
accepted under these quotas at which time you shall immediately refund to the
parties in interest the collections tendered in payment of duties on the unaccepted
entries or portions of entries and deposit the duties on the accepted entries in
the regular way to revenue account 200310 Duties on Imports.

. D. B. STRUBINGER,
Acting Commissioner of Customs.

Mr. ScaNEEBELL It is not under OEP?

That is the only authority that I am aware of at the present time.

Mr. JounsoN. No, this was an Executive order, and I will send you
a copy.

ng Scuneesert. I have another short question.

On the matter of manufactured zinc and lead, I understand there
is still a tariff duty in connection with these products.

Mr. Jomnson. There is also a tariff on the ores and metals.

Mr. Sce~ersers. Which was not disturbed by the Kennedy round ?

Mr. Jornson. On the ores and metals, it was not disturbed.

Mr. Scunerserl. On the unmanufactured, it was not disturbed.
Why can’t we control our problem with regard to the jeopardy of
our domestic industry through a higher tariff, rather than through
the quota system ?

Mr. Jomxsow. I suppose you could, if you made it high enough.
The only problem we find with this, and we think one of the advan-
tages of what we are suggesting, is there we do not want controls at
times when they are not needed, and that will be most of the time, in
my judgment. ‘

In fact, I have said right along, if we passed legislation like this,
I don’t believe a quota would ever come into effect; and, if you use
the method of tariffs, they would have to be pretty high in order to
control this thing. ‘

Mr. Sca~eeBeLI. They would be ?

95-159—68—pt. 5———33
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Mr. JomNsoN. They would be. They are not high, now. They are
quite insignificant, in relation to the total cost of the products, 0.6 or 0.7
cents a pound. It isnot a very high ad valorem base.

So, homehow, I just sort of feel you would have to have a tariff of
four or five or six times as high as that, to be effective.

Again, if you put on a tariff, people have spoken in the past of a
tariff quota, where the amount of the tariff varies from time to time,
and this might be a solution. I don’t know. It seems more complicated
than this.

Mr. Scunemsert. If the Government had authority to establish
quot%s in 1958, why wouldn’t it have that same authority at the present
time?

Mr. Jomxsox. Thisisa good question. I would like to know, myself.

My Cumrrrs. T think it was an escape clause proceeding. If the Tariff
(%ommission recommends it, and the President has the authority to do
that.

Mr. Scaneesert. Just for the record, would you supply us the prices
at which unmanufactured zinc and lead were sold in the United States
before and after quotas during this period of time?

T would like to see the effect that quotas have on prices before the
establishment of quotas and lifting of quotas.

Mr. Jornsox. I have it with menow, but I will give you a statement.

The CrarryAN. Arethere any further questions?

Again, Mr. Johnson, we thank you, Sir.

(The following information was received by the committee :)

AVERAGE E. & M.J. PRICE PER POUND (IN CENTS)

Lead Zinc Lead Zinc Lead Zinc
16.0 13.5 | 1962 9.6 11.6
14.7 11.4 11963 1.1 12.0
12.1 10.3 | 1964 13.6 13.6
12.2 11.4 | 1965__ 16.0 14.5
11.9 12.9 | 1966. - 15.1 14.5
10.9 11.5 {1967 14.0 13.8

COMMENTS ON LEAD-ZINC PRICES

1. Varying United States market prices since 1950 have had very minor, if any,
effect on changes in United States industrial consumption of lead and zinc. Con-
versely, the changes in lead-zinc consumption (directly reflecting the variations
in the general economy) together with the surplus of metal stocks, caused by ex-
cessive imports, depressed lead-zine metal prices to unprofitable levels for the
domestic miner from 1957 to early 1964.

2. During Korea, United States prices of lead and zinc were frozen by the Gov-
ernment at levels several cents below world prices. Import duties were suspended
from February to June 1952 to “attract”, back to our markets, the normal flow
of imports from exporting nations, needed at this time, to support the Korean
war effort. The duties were subject to reinstatement when the United States
price fell below 18c for each metal.

3. United States prices improved in 1955 and 1956 under the alternative pro-
grams initiated by the President, such as purchase and barter of lead and zinc
for the stockpile program in lieu of higher duties or quotas.

4. Prices improved slightly following the Quota Proclamation but dropped again
in early 1959. In 1962 market prices for lead and zinc remained low. High lead
stocks resulted in a price drop to 9.5¢ per pound—the lowest since price controls
were relaxed following World War II. The zinc price of 11.6¢c per pound also re-
flected excessive zine stocks. '
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5. During 1963 prices for both lead and zince increased, reaching 13c per
pound and approached reasonable minimum prices for the first time since 1956.
This rise resulted from decreased producers stocks and increased consumption,
reflecting increased usage by the automobile and steel industries.

6. The increase in consumption of both lead and zine continued into 1964, and
United States primary producers metal stocks at the close of 1963 and again in
1964 were at the lowest levels since the pre-quota period. The lead price in-
creased from 10.5¢ per pound on J anuary 15, 1963 to 13.0c per pound on
January 2, 1964 and zine increased from 12.0c per pound on July 2, 1963 to 13.0¢ on
December 38, 1963. The U.S. zinc price was 14.5¢ per pound at the end of 1964 and
the price of lead was 16.0c per pound at the close of the year.

7. The domestic lead price held constant through 1965 at 16.0c per pound, but
on May 5, 1966 this was reduced to 15.0¢ per pound and again to 14.0c on Octo-
ber 10, 1966, closing the year at that level. Both price reductions were made “to
restore the world balance” in pricing the metal, reflecting the decrease in quotes
on the London Metal Exchange. The domestic price for zinec remained at 14.5¢
per pound during 1966. i

8. During May and June of 1967 the price of zinc dropped 1c per pound to
13.5¢ per pound, and on May 2, 1968 the price of lead dropped 1c per pound to 13.0c
per pound. The two metals currently remain at these price levels.

The Crarmman. Our next witness is Mr. Wilke, of the Domestic
Litharge Producers.

(No response.)

The CramrmMan. Mr. Richard J. Bauer, president, Independent Zinc
Alloyers Association. |

Mr. Bauer?

(No response. ) ‘

The Cramarax. Without objection, those whose names have been
called who are not here in person may, if they desire to do so, extend
the remarks they would have delivered had they been present in the
record at this point. ‘

(The following statement of the Domestic Litharge Industry was
received for the record :) ‘

STATEMENT OF THE DOMESTIC LITHARGE INDUSTRY

BACKGROUND

Litharge, which is one of the primary constitutents in present day automobile
batteries, contains ninety-three (93) percent virgin lead metal and is generally
manufactured by the simple process of furnacing. Litharge contains so great a
proportion of the virgin base metal that in major tonnage the cost of such lead
is nearly ninety (90) percent of the sales price of the finished and packaged
products. :

DELETERIOUS EFFECT UPON DOMESTIC LITHARGE INDUSTRY RESULTING FROM
IMPORTATIONS FROM MEXICO

Prior to 1955, the importation of litharge from Mexico was not a significant
part of the domestic market. In fact, total litharge imports from Mexico never
exceeded a few hundred tons up to the year 1955. ’

Mexico, for many years, has produced large quantities of lead. It has been able
to produce its lead below the price of the London Metal Exchange (LME). As a
1-e.su.lt, the Mexican Government has been able to receive revenues from the

and is still presently in existence,

In 1955 (the Mexican Government initiated a system whereby the Mexican
litharge producers could purchase the primary metal in Mexico less the amount
of tax on refined metal. The resulting ramifications of this procedure are that
Mexican producers of primary metal pay an export tax of approximately twenty-
eight (28) percent, equalizing the cost of the metal to that of the LME; and,
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in contrast, the Mexican producers-of litharge, a simple manufactured product
consisting of ninety-three' (93) percent primary lead metal, are exporting said
product without payment of tax, amounting to very nearly three-cents per
pound, allowing litharge to compete unfairly with domestic production.

- This action by the Mexican Government brought about the obviously desired
results. Litharge imports from Mexico leaped from 7 50 tons in 1955 to 5,370 tons
in 1956. This fantastic increase in Mexican imports has continued to the present.
Over 11,000 tons of Mexican litharge was imported into the United States in
1959, over 15,000 tons in 1962, and over 24,000 tons in 1966 and again in 1967.
During the period of 1960-1967, domestic litharge shipments averaged only
around 102,000 tons. Thus Mexican imports of litharge amount to well over
twenty (20) percent of domestic shipments. Furthermore, since Mexico exports
nearly ninety (90) percent of its output, and, since the Mexican litharge indus-
try possesses the capacity to produce approximately fifty-thousand tons of
litharge, the future of the American litharge industry is very much in doubt.

The brief foregoing summary evidences that Mexican litharge can invade
the United States market almost at will and with such certitude as to be able
to determine the amount of the domestic market to be taken over at any given
time. For the past ten years, the price of delivered Mexican litharge in the
United States has been less than the cost to the domestic producers of pig lead.
While the domestic litharge industry does not condemn foreign competition, it
must condemn any form of unfair competition that jnvades, and threatens fur-
ther invasion, of the United States market. The domestic litharge industry states,
and not in the sense of exaggeration, that if the exportation of this material
continues at its present rate of increase, the domestic industry might just as well
2o out of business.

AVAILABLE REMEDIES UNDER EXISTING LAW

Since importation of Mexican litharge quite clearly is having a destructive
effect upon the domestic industry, we have given considerable study to means
of alleviating the problem under existing laws. Two statutes appear germane
to our situation: The Antidumping Act, 1921, as amended, 19 U.S.C.A. §§ 160-173
and the Countervailing Duty Section of the Tariff Act of 1930, 19 U.S.C.A. § 1303.
Prosecution of a claim under either statute requires an jinordinate amount of
time and expense. The real drawback to these remedial provisions, however, lies
in the fact that their relief is predicated upon a finding of “fault” in the im-
porter, with the commensurate burden of proving such “fault” deposited in the
American manufacturer or producer.

Under the Antidumping Act, 1921, as amended, a special dumping duty is
assessed when “a class or kind of foreign merchandise is being, or is likely
to be, sold in the United States at less than its fair value” and “an industry in
the United States is being or is likely to be injured, or is prevented from being
established, by reason of the importation of such merchandise into the United
States.” Procedurely, the Act provides that the Secretary of the Treasury shall
determine whether the first quoted condition exists. If the Secretary makes an
afirmative determination, he informs the Tariff Commission which then acquires
jurisdiction to determine whether one or more of the second quoted conditions
exist. Affirmative determinations by both agencies, taken together, constitute
a “finding” of dumping within the meaning of the Act. The special dumping
duty to be assessed is an amount equal to the difference between the purchase
price and the foreign market value.

The utility of the Antidumping Act by domestic concerns is more prevalent in
the abstract than in reality. The domestic producer or manufacturer must hurdle
two substantial burdens. Initially, he must establish sales at less than fair
value. Secondly, he must demonstrate an injury (which is required to be material
by the Commission) resulting from such importations. The mere influx of imports
and their necessary pernicious effect upon American industry is meaningless,
unless the domestic concern can collect the evidence necessary to establish
sales at less than fair value and resulting injury, proximately caused by such
sales.

The Countervailing Duty Provision of the 1930 Tariff Act requires the Secre-
tary of the Treasury to impose a countervailing duty whenever a foreign country
pays or bestows any bounty or grant upon the manufacture or production or
export of any article manufactured or produced in such country, and such article
or merchandise is dutiable under the provisions of the Tariff Act. The counter-
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vailing duty is an additional duty equal to the net amount of such bounty or
grant. Like the Antidumping Act, relief under this provision depends upon a
finding of culpability in the exporting country. The task of revealing a bounty
or grant from the intricacies of foreign law is, at best, burdensome. Often the
existence of the bounty or grant is not revealed by foreign statute, and is sub
rosa in nature. Once again, the inflow of imports and their noxious effect upon
domestic industry is irrelevant, and only a finding of a bounty or grant will
trigger this remedial statute. .

The domestic litharge industry, during the past five years, has sought self-
protection through both of these statutes. To date, our efforts have been abortive.
The reason for our inability to safeguard this industry through the aforemen-
tioned statutes is that both provisions are criminalistic, in the economic and
international trade sense, and, consequently, narrowly drafted and stringently
interpreted. The circumstances behind the importation of litharge from Mexico
is replete with unique facts and characteristics, and creates a tenuous argument
to incorporate this situation into the narrow confines of existing statutes. The
frustration of our industry incidental to attempts to invoke existing law is the
best evidence available to manifest the inherent weakness of our statutory
scheme. During the past decade the domestic litharge industry has suffered from
the fantastic influx of Mexican imports. Since 1955 such imports have increased
from less than one percent of domestic consumption to over twenty percent. The
only possible explanation for this phenomenon is the price differential between
Mexican and domestic litharge. The injurious effects upon the domestic industry
are self-evident. Yet, these facts, in themselves, afford no bases for relief, since
existing law demands proof of “fault” in the exporting country.

PROPOSED LEGISLATION

The underlying policy behind H.R. 51, “Lead and Zinc Act of 1967, and the
“Import Regulation Act of 1968” is the type of legislation needed to remedy
the problem of our industry. Both proposed statutes attempt to eliminate the
destructive effects of imports upon domestic industry by stabilizing their influx.
The operative facts necessary to initiate their applicability are merely an in-
crease in imports, and the automatic correlative of a declining market for the
domestic industry. Thus injury to the domestic industry resulting from an in-
crease in the flow of imports is sufficient to execute remedial legislation, without
the American manufacturer or producer being burdened by the necessity to
establish “fault” in the exporting country. But while the general policy of the
proposed legislation is what is required to preserve the domestic litharge industry,
the substantive provisions appear only to have a peripheral effect upon our
dilemma.

H.R. 51, “Lead and Zinc Act of 1967”, is concerned primarily with the domestic
lead and zinc industries, and the proposed statute has only an ancillary effect
upon a “manufactured lead article”, which would include litharge. The statute
would impose a quota on manufactured lead articles only if a lead quota had
previously been instituted. Title III, thus, would establish a manufactured
lead quota only for the purpose of preserving the market created by the lead
ore and lead metal quota, and not for the purpose of preserving a market for the
manufactured lead producers. This statute is not responsive to the plight of the
domestic litharge industry. .

The “Import Regulation Act of 1968” is more applicable to the needs of our
industry. In fact, Section 2, which states the purpose of the Act “to stabilize
imports and to eliminate their destructive effects”, appears to have been drafted
with the litharge industry in mind. Section 5 sets forth various conditions which
if found to exist would automatically be deemed to place the domestic industry
“at a serious competitive disadvantage in relation to imports.” At least two of
these conditions exist with regard to the relationship of domestic litharge and
the Mexican imports.

But while this proposed statute would clearly apply to the litharge situation,
the remedy afforded would only provide partial relief to our woes. Section
5(e) (1) limits the ceiling on imports to the share of domestic consumption
supplied by the imports during the most recent calendar year. Thus, complete
relief under the proposed legislation would still leave a situation whereby Mexi-
can imports consume over twenty (20) percent of domestic consumption. We do
not mean to discount the fact that future invasion of our markets, which appears
more than probable, would be thwarted, but only that the remedy should be less
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artificial, and more flexible to meet the particular conditions of the various
industries. For example, if the exporting country was already exporting its
commodity into our markets at its maximum capacity of production, then the
relief afforded under Section 5(e) (1) would be nil.

We do not underestimate the difficulty of establishing a criteria for a quota in
one piece of legislation to cover all industries, but we do feel that more flexibility
is possible and capable of achievement. The “Import Regulation Act of 1968”
recognizes that substantial inroads in domestic consumption by imports have
ruinous effect upon the industries of the United States. What is required is that
the import ceiling be created at the point when the imports began to have dele-
terious effects upon the domestic industry. As the Act now reads, it is purely
speculative whether its application will impede the destructive effects caused
by the influx of imports, partially remedy the situation (as is the case with
litharge), or provide no relief at all. More flexibility is mandatory.

In any event, the “Import Regulation Act of 1968” will insure the prevention
of the future invasion of Mexican imports into the domestic litharge market.
To this end, the proposed statute, in its present form, is superior to a lack of
any further remedial legislation, and if the choice resolves itself between this
Act, in its present form, and no Act, the domestic litharge industry would support
and favor the enactment of the “Import Regulation Act of 1968.”

(The following statement of Mr. Bauer was received for the record :)

STATEMEXT OF RICHARD J. BAUER, PRESIDENT, INDEPENDENT ZINC ALLOYERS
ASSOCIATION

Mr. Chairman and members of the Ways and Means Committee of the House
of Representatives.

My name is Richard J. Bauer, I am president of the Independent Zinc Alloyers
Association and also president of my own company, Bastern Alloys, Inc., of May-
brook, New York. I appreciate this opportunity to testify for the Association on
House Bills 51, 6126, 7010, 7537 and 9038 on reinstating a quota upon the impor-
tation into the United States of zinc ore and zinc metal. We are grateful to this
Committee for airing discussion on this nation’s role and responsibility in inter-
national trade at this critical time.

in this country there are approximately 35 major independent zinc alloy pro-
ducers who manufacture and sell zine alloys to die casters and other consumers.
The independent zinc alloyers purchase special high grade slab zinc from domes-
tie producers and from foreign sources.

There are seven producers of primary zinc in the United States supplying spe-
cial high grade slab zine. At least five of these companies also produce zinc alloys
or own subsidiary companies engaged in producing zinc alloys or have a financial
or stock position in companies producing zinc alloys.

In summary, independent zine alloyers are companies that must purchase slab
zine for use in making zinc alloys. Zine production companies, primary zinc
companies, if you will, use their own slab zinc or sell slab zinc to themselves, for
production of zinc alloy.

In market terms, independent zinc alloyers compete amongst themselves for
customers and they also compete with the primary producers of zinc in the
market for zinc alloys.

Of the major independent zinc alloyers in this country, thirteen are members
of the Independent Zinc Alloyers Association and these thirteen sell approxi-
mately 509 of all zinc alloys marketed in this country.

Members of the association are located in Illinois, New York, Michigan and
Tennessee. While each falls within the category of small business, together
they employ many hundreds of persons and their plants represent capital in-
vestments ranging from hundreds of thousands to millions of dollars.

In October of last year, our association went on record in opposition to
Senate bill 289 before the Senate Finance Committee. At that time, we ad-
viced the Honorable Russell B. Long, chairman of the committee, of our sup-
port for the statement to the committee on October 18 of the Ionorable Stewart
L. Udall. Secretary of the Interior. We cited specifically our agreement with
Mr. Udall’s point that under S. 289 “the control of imports would be deter-
mined by industry actions rather than by competitive actions in the market-
place.”

The bills now before this committee on reinstatement of zinc quotas mirror
S. 289 and so we are opposed to each and all of them.
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Our industry is unlike some other basic metal industries. This country might
be said to be self-sufficient in steel, for example, in that all the processes from
ore to metal are abundantly contained within the United States. Zinc, how-
ever, is an international metal and all users of zine ore and metal in this coun-
try must rely to one extent or another upon foreign sources.

Mr. Simon D. Straus, vice president of American Smelting and Refining Com-
pany, and Mr. Richard A. Young, chairman of the board of American Zinc
Company, ofiicials of primary zine production and supply companies in this
nation, and both highly respected persons in our industry, attested to the in-
ternational nature of the zinc industry earlier this year.

In very informative papers on the free world supply and demand of zine, pre-
sented before industry trade meetings in Montreal on April 4, they discussed
data that clearly demonstrated the interrelation of U.S. and free world zinc
supplies. Much of this data was developed by the International Lead and Zinc
Study Group. Mr. Young’s talk related strikes in our U.S. copper industry and
the release of zinc from the U.S. stockpile to foreign zine production and to
U.S. imports. :

Prior to 1963 the great bulk of special high grade zinc used by independent
alloyers in the U.S. came from domestic; sources. Today more than 50% comes
to us from foreign sources, we look to imported slab zine not because of price
considerations but because it is more dependable as a supply source of our basic
material.

You must remember, we, as independent alloyers, compete with the primary
zine producers for alloy customers. And, incidentally, most of our customers
are die casters producing largely for the automotive industry. We respect com-
petition from these producers as well as competition amongst ourselves.

Since we rely upon foreign sources for approximately half of our supply
of slab zinc and upon U.S. primary producers, who are in competition with us,
for the other half of our supply of raw materials, the proposed quota legislation
could on one hand reduce our source of supply from overseas and on the other
hand, allow major competitors an unfettered supply of slab zinc. A supply
condition such as this would be very disruptive and extremely harmful to the
independent zinc alloyers. i

No one anticipates manipulation of domestic supplies of slab zinc solely for
the purpose of causing application of quotas on imports. However, inherent in
the legislation, if it should become law, is the possibility that its application
could be to the competitive disadvantage of all the independent zinc allovers.
We are certain it is never the intention of this Government to create a tool of
competitive advantage for one segment of an industry to the disadvantage of
another segment of the same industry. :

The bills before you provide that when slab zinc owned by U.S. producers at
the close of three consecutive months exceeds 175% of average monthly domestic
shipments during the same three months, a quota shall be applied.

It was estimated, during the Senate Finance Committee hearings last October,
by Mr. Clark L. Wilson, Chairman of the Lead-Zinc Producers Committee, that
a 38 million dollar inventory would be required to trigger zinc quotas. At the
time of his testimony, published figures indicated a U.S. inventory of approxi-
mately 25 million dollars. Under normal market conditions in this country, a
88 million dollar zinc metal inventory, including metal in bonded warehouses,
would not be abnormal.

If these bills had been law in October of last year, an addition of only 13
million dollars to the then current metal inventory could have been the signal
for the start of the pre-quota determining period. In our present day economy
this is not a great deai of metal; it would not have indicated an oversupply of
slab zine in this country; and hardly would have been reason for thinking about
curtailing zinc metal imports. ‘

If the three-month period required by the present quota bills had started to
run, there is no doubt in my mind that our customers, fully aware that our
import supplies might be reduced by an impending quota, would begin to look
around for other suppliers in order to be sure of sources of zinc alloy once the
quota was applied and our production because adversely affected.

Since the beginning of these hearings, arguments have been made against
quota legislation on grounds of danger to our national economy and danger to
our international trade arrangements. Insofar as zine is concerned, and particu-
larly zinc alloys, of which over 60% go into die cast parts for the U.S. automotive
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industry, this quota legislation could be destructive of normal competitive forces
in our industry.

We respectfully request that this legislation not be enacted.

Thank you.

The Cmamyan. Mr. Donehower, chairman of the executive com-
mittee of the Rolled Zinc Manufacturers Association.

We are glad to have you with us.

If you will identify yourself for the record, we will then recognize
you.

STATEMENT OF WILLIAM L. DONEHOWER, JR., ROLLED ZINC
MANUFACTURERS ASSOCIATION

Mr. Doxemower. Mr. Chairman, my name is William L. Done-
hower. I am vice president of the Matthiessen & Hegeler Zinc Co.
of La Salle, Ill., and appear in behalf of the Rolled Zinc Manufac-
turer Association, which is the national trade association of the six
companies in the United States which manufacture 100 percent of
the zinc rolling mill products produced in this country for sale. Rolled
zinc consists of zinc in sheets, zinc strip, zinc wire and rod, and zine
engraver plates.

ROLLED ZINC INDUSTRY SERIOUSLY INJURED FROM TUNIFAIR IMPORT
COMPETITION

The U.S. rolled zinc industry has been injured seriously from un-
fair import competition. In the case of zinc in sheets, the U.S. industry
has been almost completely ruined. In 1952 imports of zinc in sheets
accounted for a quantity of less than 1 percent of domestic industry
production. Imports increased both in quantity and as a percentage
of domestic industry production until in 1963 imports were equivalent
to 56 percent of domestic industry production. By that time the United
States manufacturers of zine in sheets had been reduced to two in
number. With only two companies in the business, it has not been
possible since 1963 to assemble domestic industry statistics without
revealing individual company data. Therefore, we are unable to say
precisely what is the current percentage of imports in relation to
domestic production. Imports of zine wire have been very substantial,
and the threat of increased zinc wire imports is serious. We have not
been seriously injured by imports of strip zinc or zinc engraver
plates, but we do not want to be seriously injured from this unfair
foreign competition.

GRANTING OF TARIFF CUTTING AUTHORITY TO ADMINISTRATIVE
OFFICIALS

Unfair import competition problems developed for the rolled zine
and other industries even before the Trade Expansion Act of 1962,
and they have been compounded since that time. Particularly, we feel
that the 50 percent tariff cutting authority of the 1962 Trade Expan-
sion Act was a mistake.

The rolled zine industry is a small industry but the problems we
have encountered with unfair import competition seem to be com-
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parable to those of the steel industry, the textile industry, the shoe
industry, and others. Probably, our industry, the textile industry
the shoe industry, and others. Probably, our industry has felt more
sharply the consequences of this unfair import competition. Had
broadtariff cutting authority been dropped before the 1962 Trade
Expansion Act, instead of authorizing much greater power in the
1962 act, we believe that the United States today would be much better
off in our national economy, in our balance of trade, and in our balance
of payments. Whatever our mistakes may have been in the past and
whatever else needs to be done at this time to correct our international
trade problems, the first step is not to authorize any further tariff
cutting authority. While it is recognized that FL.R. 17551 would only
provide permission to exercise unused authority granted under the
1962 act, one mistake does not justify another. Please understand
this continued authority if granted would have no direct meaningful
significance to the U.S. rolled zine manufacturing industry because
the tariffs on all of our rolled zinc products were cut the maximum
of 50 percent under the Kennedy round, notwithstanding the ruinous
import competition with which our industry has been encountering for
some years. l

We believe that the administrative authorities under the Kennedy
round acted without sufficient regard for the interest of efficient U.S.
manufacturers. We believe they should have no further authority
to cut duties.

ANTIDUMPING LAW SHOULD BE STRENGTHENED

We consider the U.S. antidumping law to be responsible for some
of our problems. One of our members had occasion to make a sale in
Canada. Shortly after the merchandise was delivered, the company
received a communication from Canadian authorities inquiring if
the goods in question had been sold in Canada at a price which was
lower than the price for which the product was sold in the United
States. The communication notified the U.S. producer that additional
duty would be levied in Canada unless the Canadian Government
could be supplied with copies of invoices showing the sale of the item
on comparable terms in the United States. The company did provide
the invoices which closed the matter. We have no criticism of this
Canadian procedure but instead agree with it, and believe the policy
of our Government should be the same as the Canadian policy rather
that that which is the U.S. policy of requiring proof of injury even
after dumping has been shown. \

Another experience involved an offer from a foreign source to sell
to one of our companies zinc metal over a long contract period with
the sale price to be a specific amount below whatever might be the
current U.S. price for zinc metal. When asked about this offer in
relation to its application to antidumping regulations, the foreign
source indicated it did not take seriously the possibility of antidump-
ing action by the U.S. Government. We realize that at the Kennedy
round new international dumping arrangements were negotiated,
and we understand that it is contended that administrative author-
ities do not need congressional permission for the United States to
accept the international arrangements because they would not require
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a change in the law of the United States. We think the law should
be changed and patterned after the Canadian law which imposes
upon foreign sellers the burden of proving that the sales do not
constitute dumping.

IMPORT QUOTAS AND ORDERLY MARKETING

Aside from improving the antidumping law, long range we be-
lieve that the solution must be an orderly marketing approach. Be-
cause of the Kennedy round, reasonable import duties have been
abandoned, and the only alternate approach seems to be to determine
what constitutes a fair share of the market for foreign suppliers of
any given item and then to develop a formula which will permit
foreign suppliers to expand or contract their sales in the U.S. market
in relation to the total U.S. market. Specifically, we endorse legisla-
tion which would authorize the establishment of import quotas on
various items, including rolled zinc items, which are sensitive to
unfair import competition. The import quota of any item should
increase or decrease in relation to the historical share this item has had
as a percentage of the U.S. market. TL.R. 16936 by Representative
Sydney Herlong of this committee would accomplish this objective,
and e support it. The foregoing statement of support for the Her-
long bill represents the thinking of five of our six member companies.
The sixth company takes the position that before quota legislation
is resorted to, such as the Herlong bill, the United States first should
levy a border tax, adopt the Canadian policy regarding dumping,
and overall develop a sounder U.S. fiscal policy.

EAST-WEST TRADE

The subject of East-West trade is not a new one, and we continue to
hear recommendations to expand East-West trade. While we question
the wisdom of the application of the most-favored-nation rule to
countries which are not a member of GATT, particularly we are op-
posed to the application of the most-favored-nation rule to Com-
munist countries.

It is the application of most-favored-nation treatment to Com-
munist Yugoslavia which has caused ruin to the U.S. zinc in sheets
industry and is causing great concern regarding injury to other rolled
zinc items.

Aside from the moral issue of the United States offering the same
favorable trade terms to Communist countries as it does to genuinely
friendly nations, such action is unusually harsh on U.S. manufactur-
ing industries which must operate on a sound economic basis and
sell at prices based upon costs. Sales from Communist countries do
not have to be based upon costs but may be sales at prices determined
by the Communist country government concerned considering only
the relative importance and need of foreign exchange. Our industry
has been particularly aware of this situation.

For some years the bulk of zinc-in-sheets imports has come from
Yugoslavia. Total zinc-in-sheets imports in 1952 were less than 100,-
000 pounds. Then, zinc-in-sheets imports increased every year except
one year through 1963 when they exceeded 2,800,000 pounds. By this
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time U.S. manufacturers of zinc in sheets had been reduced to two in
number and then imports oddly enough tended to ease slightly in
volume until 1967 when suddenly imports were reduced by more than
half from 1966. This is a very interesting situation. Total imports
for 1966 of zinc-in-sheets were 2,236,852 pounds of which 1,995,027
pounds were of Communist Yugoslavian origin, with Belgium, the
Netherlands, West Germany, and the United Kingdom accounting
for the remainder totaling 241,825 pounds. For 1967, however, im-
ports of zinc-in-sheets from Yugoslavia were reduced by more than
two-thirds or from 1,995,027 pounds to only 635,009 pounds. Mean-
while, the imports from the other four countries; namely, Belgium,
the Netherlands, West Germany, and the United Kingdom, all in-
creased significantly ; and in addition, Italy entered the picture ship-
ping a significant quantity of zinc-in-sheets to the United States. The
mncreased shipments from the four countries and the entering of the
market by Italy in 1967 clearly indicate the continued attractiveness
of the U.S. market to foreign suppliers, but apparently the Commu-
nist Government of Yugoslavia decided there were other items even
more attractive; and, therefore, shipped to the United States less
than one-third of the zinc-in-sheets in 1967 as it shipped in 1966.

For the long pull, however, it is now apparent that Communist
Yugoslavia has an interest in taking over the rolled zinc market in
the United States. Recently, other officials of my own company were
contacted ~through the U.S. State Department in behalf of Yugo-
slavian interests. They requested permission to visit our zine rolling
mill manufacturing facilities in LaSalle, I1l. We granted them this per-
mission on a reciprocal basis, and we already have been visited by
Yugoslavian officials. They have stated that Yugoslavia not only is
interested in increasing its sales of rolled zine in the United States
from its current manufacturing facilities, but is interested in con-
structing a new strip mill and in shipping zinc strip and zine wire to
the United States. ‘

The unfairness of the United States extending most-favored-nation
treatment to Communist countries is apparent because we have on
one hand U.S. manufacturers who must base their prices on their
costs and then compete with goods from a foreign country not neces-
sarily priced on an economic basis but at a price which the particular
Communist Government concerned decides is the price at which it will
sell tobest effect its overall balance-of-trade situation.

In conclusion, our recommendations are as follows:

First that the United States should wise up to the fact that its
policy of some years of widespread duty cutting has been unsound in
the interest of the United States and that further duty cutting au-
thority should not be granted. ‘

Secondly, the U.S. antidumping policy should be changed so as to be
patterned after the Canadian policy which places upon the foreign
shipper the burden of proof that a given shipment does not constitute
dumping.

Thirdly, there should not be encouragement to expand East-West
trade but to the contrary most-favoredmnation treatment should be
withdrawn from Communist Yugoslavia and Poland and extension of
most-favored-nation treatment to any Communist country should be
prohibited. ‘
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Lastly, there should be enactment of orderly marketing legislation,
such as H.R. 16936 by Representative Herlong, to authorize the es-
tablishment of import, quotas in the case of products threatened with
unfair import competition.

The CuamrMAN. We thank you, Mr. Donehower, for bringing to the
committee the views that you have expressed.

We appreciate your cooperating with the committee.

Are there any questions?

Mr. Cortis. Yes.

The Crarmaran. Mr. Curtis.

Mr. Corris. I think there is an obvious answer to this question, but
I want to be sure.

Yugoslavia’s zinc industry is, I presume, owned by the Govern-
ment, isn’t it ?

Mr. DoxEmOWER. Yes, sir. We assume that at least the Government
has control of the Yugoslavian zinc industry.

Mr. Cuorris. It would almost be axiomatic that the Government
could subsidize exports, if it wanted to; wouldn’t it?

Mr. DoxEHOWER. We believe that they have the power to dictate the
selling price of rolled zinc commodities that are exported to the
United States.

Mr. Curtrs. It would be interesting to see whether the counter-
vailing duties provisions could be brought about almost in a prima facie
case, where it involves an industry run or owned by a foreign
government.

Has your industry looked into this at all?

Mr. DoNEHOWER, Sir, it is our opinion that countervailing duties
would be cumbersome to impose, or to have imposed.

We really favor a solution such as the Canadian antidumping law,
which e feel is simple. It imposes upon the seller the burden of fur-
nishing their invoices to the tariff authorities in order to justify any
sales made in that country.

Mr. Corris. Well, what you are really saying is that the Canadians
have gone the opposite direction from your advice, because Canada
has a tentative agreement to adopt the other procedure, and start
imposing damages. But the countervailing duty doesn’t require the
proof of damages.

That is why I asked if your industry, or your company, had thought
in these terms.

You say it is cumbersome. It is being employed now. I don’t think it
is so cumbersome. It looks like our administrators have not been utiliz-
ing it, but it does depend upon companies registering complaint. The
Government doesn’t act without a complaint being registered.

Mr. DoNEHOWER. Y es, sir.

Mr. Corrrs. Well, I just wanted to explore it.

Thank you, Mr. Chairman.

Mr. Doxemowsr. Thank you,sir.

Thank you, members of the committee.

The Cratrarax. Is Mr. Fletcher present ?

Mzr. Fletcher.

Mr. Fletcher. to you we really do apologize. We wanted to let you
have an example, here, an experience of just how long a Member of
Congress works each day.
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STATEMENT OF AUBREY FLETCHER, EXECUTIVE VICE PRESI-
DENT, C. TENNANT SONS & CO., OF NEW YORK

Mr. Frercuer. I appreciate your staying this late to hear me, sir.

The Cramman. If you will identify yourself for the record, we
will be glad to recognize you. ‘

Mr. Frercuer. I have a full statement, which T would like put in
the record. ‘

The CratrMan. Without objection, so ordered.

Mr. Frercuur. I will read excerpts from it, and try to remain
within the 5 minutes which were allotted to me, which will reassure
you gentlemen. ‘

My name is Aubrey Fletcher. I am executive vice president of
C. Tennant Sons & Co., of New York, and I am pleased to have this
opportunity to appear before you to present my company’s general
views on the matter of lead and zine import quotas, and our specific
views on H.R. 51. ; :

C. Tennant Sons & Co., of New York, is an American corporation
with headquarters in New York City. As merchants engaged in foreign
commerce for over 100 years, and in the trade of nonferrous metals and
ores for nearly 50 years, we wish to submit this statement registering
our opposition tolead and zine import quotas.

1. Record of Tariff Commission’s opposition to lead and zinc quotas:

Over the past 15 years or so, a great number of hearings have been
held, some before the Tariff Commission, and others before committees
of Congress, in order to study various proposals designed to provide
added protection for the domestic lead-zinc industry.

“As a result, in 1958, a system of import quotas was imposed by the
administration, in the hope that they would provide the domestic
industry with the protection they were seeking; but after 7 years, they
were removed, having failed in their objective.

The Tariff Commission, which has studied the lead-zine situation
exhaustively, and on many occasions over the past 15 years, has expres-
sed itself fully on the unsuitability of import quotas as a means of
protecting the domestic lead-zinc industry.

The Commission first expressed an adverse opinion on lead and
zine quotas 14 years ago, in its report to the President of May, 1954,

age 30. :

P %ubsequently, Commissioners Sutton, Jones, and Dowling devoted
31 pages in the Commission’s report of April 1958 to a thorough and
explicit statement of their findings, which constitute an excellent sum-
mation of the reasons why quotas would be undesirable and harmful
to the U.S. lead-zinc industry.

- In their report to the Congress, dated March 1960, page 159, and
made pursuant to Senate Resolution 162 of the 86th Congress, the
Tariff Commission again expressed their objections to quotas and com-
mented that:

Import Quotas are prejudicial to the establishment of domestic lead and zine
mining operations on a sound and, more particularly, stable basis.

In a later report to Congress, in May 1962, page 48, and made pur-
suant to Senate Resolution 206 of the 87th Congress, after some 3%
years operation under the then existing quotas, the Tariff Commission
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concluded: “that import quotas had not proved to be a satisfactory
means of curtailing imports of lead and zine.”

The record shows that the weight of all the evidence over the years
has been consistently and overwhelmingly against import quotas as a
means of protection for lead and zinc.

2. Widespread consumer opposition to lead and zinc quotas: ,

There is a considerable degree of opposition to lead and zine import
quotas in the domestic consuming industries.

The Independent Zinc Alloyers Association and the American Die-
Casters Association, who together speak for a major segment of the
zine consuming industry, have repeatedly expressed their objections
to such measures to various Government agencies.

The Association of American Battery Manufacturers and also a
group of tetraethyl manufacturers, who all together represent 54 per-
cent of the lead consumption in this country, also filed statements with
the Senate Committee on Finance, and with the Senate Committee on
Interior and Insular Affairs, expressing their objections to the lead
and zinc quota bills.

Their opposition is on the public record, so we will not attempt to
speak for them here.

I have a paragraph here on national security, which I think was
covered by Mr. Johnson’s testimony earlier, so that I won’t repeat it.

I don’t intend to read all of our objections to the specifics of H.R.
51. T will just read one objection, since it pertains in part to a question
Mr. Schneebeli asked.

There is no reason to believe that, in practice, FLR. 51 would work
any better than the import quotas established in 1958, and we object to
it for the following reasons:

‘As the earlier quotas conclusively proved, it is simply not possible
to insulate the U.g. market from the outside world market, because the
United States inevitably depends on imports for part of its lead and
zinc requirements.

In fact, the ineffectiveness of quotas is demonstrated by the fact that
in 1962, 3 years after the previous quota system was imposed, the lead
price in the United States sank to 9.50 cents, its lowest level in 16 years.

3. Fundamental objectionstolead and zinc import quotas:

Lead and zinc are international commodities in which prices are gov-
erned by a worldwide law of supply and demand, and unless a country
is virtually independent of outside markets, it cannot permanently
insulate itself from outside influences by quotas, duties, or by any other
artificial means.

Since the United States depends on imports as a matter of necessity
for a substantial portion of its needs of lead and zine, it follows that
prices in this country are bound to be affected by outside world prices.

To try to legislate against the law of supply and demand or to at-
tempt to support the domestic mining industry by governmental re-
strictions on a long-term basis is futile, and the record of the past 20
years clearly demonstrates this.

One of the main reasons for this is that lead and zinc are not manu-
factured items. They are basic raw materials for industry. Lead and
Zine mines cannot be artificially created or artificially located. The ore
can only be mined where it is found, regardless of geographical bound-

aries.
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The basic fact is that the United States is not now, and does not ex-
pect to be in the foreseeable future, self-sufficient in lead and zine mine
production. ‘; ,

Quotas will not put ore in the ground where it does not already
exist.

Furthermore, as findings of the Tariff Commission have already de-
termined, lead and zinc imports are not a matter of cheap labor or low
manufacturing costs abroad. The governing factor in the economics of
glié-ling is the grade of ore in the ground and the nature of the ore

ody.

I};vﬂl stop there, if I may, sir. I would just like to add one comment,
which is not part of my printed testimony.

There have been certain suggestions, and I believe something like
the Herlong bill is one, which I would call blanket type suggestions,
which might cover all commodities under certain circumstances.

I would very much wish to go on record as expressing our opposi-
tion to this type of blanket protection for any industry.

We believe that the problems confronting each industry, and we
have heard quite a lot, or I have, today, of the nature of steel and
other products, are so very different that I think it is most important
that each industry be dealt with on its own merits, and not lumped
together under any blanket bill. ‘

I think that would be a catastrophe.

Thank you very much, gentlemen. I appreciate you having stayed
in late in the day to hear me. ‘

(Mr. Fletcher’s prepared statement follows:)

STATEMENT OF AUBREY FLETCHER, C. TENNANT, SoNs & Co., oF NEW YORK

My name is Aubrey Fletcher. I am Executive Vice President of C. Tennant,
Sons & Co., of New York, and I am pleased to have this opportunity to appear
before you to present my Company’s general views on the matter of lead and
zince import quotas and our specific views on H.R. 51. C. Tennant, Sons & Co.,
of New York is an American corporation with headquarters in New York City.
As merchants engaged in foreign commerce for over 100 years, and in the trade
of non-ferrous metals and ores for nearly 50 years, we wish to submit this
statement registering our opposition to lead and zinc import quotas.

1. Record of Tariff Commission’s Opposition to Lead and Zinc Quotas

Over the past 15 years or so a great number of hearings have been held, some
before the Tariff Commission and others before Committees of Congress, in order
to study various proposals designed to provide added protection for the domestic
lead/zine industry. As a result, in 1958 a system of import quotas were imposed
by the Administration in the hope that they would provide the domestic industry
with the protection they were seeking, but after 7 years they were removed
having failed in their objective. ‘

The Tariff Commission, which has studied the lead-zinc situation exhaustively,

. and on many occasions over the past 15 years, has expressed itself fully on the
unsuitability of import quotas as a means of protecting the domestic lead/zinc
industry. :

The Commission first expressed an adverse opinion on lead and zinc quotas
14 years ago in its report to the President of May 1954 (Page 30). Subsequently,
Commissioners Sutton, Jones and Dowling devoted 31 pages in the Commission’s
report of April 1958 to a thorough and explicit statement of their findings, which
constitute an excellent summation of the reasons why quotas would be undesir-
able and harmful to the U.S. lead-zinc industry.

At that time the Commissioners stated (Page 85 of their Report) “we reject
quotas as a feasible remedy in this instance” and in the next paragraph they go
on to state that in their opinion “the imposition of quotas would be definitely
harmful to the best interests of domestic lead and zine producers.”
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In their report to the Congress dated March 1960 (Page 159), and made
pursuant to Senate Resolution 162 of the 86th Congress, the Tariff Commis-
sion again expressed their objections to quotas and commented that “Import
Quotas are prejudicial to the establishment of domestic lead and zinc mining
operations on a sound and, more particularly, stable basis.”

In a later report to Congress in May 1962 (Page 48) and made pursuant to
Senate Resolution 206 of the 87th Congress, after some 3% years of operation
under the then existing quotas, the Tariff Commission concluded “that import
quotas had not proved to be a satisfactory means of curtailing imports of lead
and zine.”

A substantial portion of the domestic lead-zinc industry has supported the
Tariff Commission in these views. In a petition dated November 24, 1959, six
domestic lead and zine smelters requested a review of the Escape Clause action
on lead and zine. They generally took the position that import quotas were
not a suitable means of protection for the industry and that “the maintenance
of quotas which arbitrarily limit supplies may prove a dangerous course to fol-
low” (Page 4 of the Petition).

The record shows that the weight of all the evidence over the years has been
consistently and overwhelmingly against import quotas as a means of protec-
tion for lead and zine.

2. Widespread Consumer Opposition to Lead and Zinc Quotas

There is a considerable degree of opposition to lead and zinc import quotas
in the domestic consuming industries. The Independent Zinc Alloyers Associa-
tion and the American Die-Casters Association, who together speak for a major
segment of the zinc consuming industry have repeatedly expressed their objec-
tions to such measures to various Government agencies. The Association of
American Battery Manufacturers and also a group of Tetra-Ethyl manufac-
turers (who all together represent 54% of the lead consumption in this country)
also filed statements with the Senate Committee on Finance and with the Senate
Committee on Interior and Insular Affairs expressing their objections to the
lead and zinc quota Bills. Their opposition is on the public record so we will
not attempt to speak for them here.

3. National Security Is Not Involved

The preamble to H.R. 51 states that one of its objectives is “to assist in the
National Defense”. There are, however, well over one million tons each of lead
and zinc in the National Stockpiles and the O.E.P. has declared all this tonnage
as surplus, having fixed the National Defense requirement on both metals as
zero for stockpile purposes. Furthermore, two of the world’s major producers,
Canada and Mexico, are our neighbor countries with rail supply lines in this
country.

We do not see therefore that import quotas for lead and zinc can be justified
on the grounds of National Defense.

4. Specific Objections to H.R. 51

There is no reason to believe that, in practice, H.R. 51 would work any better
than the import quotas established in 1958 and we object to it for the following
reasons:

(a) As the earlier quotas conclusively proved, it is simply not possible to
insulate the U.S. market from the outside world market because the U.S. inevita-
bly depends on imports for part of its lead and zinc requirements. In fact, the
ineffectiveness of quotas is demonstrated by the fact that in 1962, three years
after the previous quota system was imposed, the lead price in the U.S. sank
to 9.50 cents, its lowest level in 16 years.

(b) The quotas under this Bill would be imposed or removed, not at the
decision of the Government, or some impartial agency, but by the domestie
smelters themselves, who alone can control the disposition and levels of their
stocks. This means the domestic smelters, whose stocks only represent part of
total market stocks, themselves would have the power to decide when the metal
quotas should come on and when they should come off, as well as having the
power to control the concentrate quotas. This seems to us a new and dangerous
precedent to establish in international trade matters and we consider it to be
one of the most objectionable aspects of this Bill.

(e¢) This form of quota discriminates against those overseas suppliers who
are geographically located farthest away. Tonnage which is eligible for entry at
the time a steamer booking is made may be excluded by the time it arrives
at the U.S. port, if a long sea voyage is involved, whereas other shippers located
close to the U.S. would suffer no such disadvantage.
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(d) The allocation of the lead quota 50% to ore and 509, to metal is a new
and arbitrary division for which there is no historical basis in recent years, and
such a 50/50 division would operate with unusual severity against the exporters
of metal.

(e) The proposed quotas would involve extremely severe reductions for both
lead and zinc metal 1mports Although the Bill appears to indicate a cutback
to an arbitrary 809, of previous levels under the formulas proposed we estimate
that in practice lead metal imports could be reduced to less than 509 of the 1966
levels and zinc metal imports could be reduced to less than 45% of the 1966 levels.
In fact, the level of the metal quotas under H.R. 51 would probably be much less
than the metals quotas which extisted from 1958-1965 (which were themeselves
a reduction from the 1953-1958 level of imports), although U.S. consumption has
greatly increased since that time. We see mo justification for such a severe cut-
back on quotas which are supposedly designed as a stand-by measure.

Furthermore, very few countries would have their own quotas under this Bill.
In the case of zinc metal, for example, only one country would be likely to have
its own quota, and in the case of zinc concentrates, only two countries presently
appear eligible for a quota of their own. In the case of lead concentlates, only
three countries may be eligible. This denial of individual country quotas is also
more restrictive than the 1958-1965 quotas and would probably generate even,
greater difficulties.

To enact such restrictive and reduced quotas would be, in our view, a back-
ward and most punitive step, for the U.S. consumers as well as overseas shippers.

(f) An acute problem would arise in trying to implement long term contracts
under such a restrictive quota scheme. A domestic consumer buying foreign
metal would never know in advance how much material they could count on
receiving from their foreign suppliers. Since the United States domestic mines
cannot supply this country’s total requirements, many of our domestic consumers
must depend to a large extent on imports whih they frequently purchase under
long-term contracts. The uncertainty such quotas would cause with respect to
their future import supplies would make it very difficult for them to run their
business in an efficient manner. We can thlnk of nothing more likely to discourage
consumers from using lead and zinc.

5. Fundamental Objections to Lead and Zinc Import Quotas

(a) Lead and zinc are international commodities in which prices are governed
by a world-wide law of supply and demand and unless a country is virtually
independent of outside markets it cannot permanently insulate itself from
outside influences by quotas, duties, or by any other artificial means.

Since the United States depends on imports as a matter of necessity for a
substantial portion of its, needs of lead and zinc, it follows that prices in this
country are bound to be affected by outside world prices. To try to legislate
against the law of supply and demand or to attempt to support the domestic
mining industry by Governmental restrictions on a long-term basis is futile and
the record of the past 20 years clearly demonstrates this.

One of the main reasons for this is that lead and zinc are not manufactured
items. They are basic raw materials for industry. Lead and zinc mines cannot
be artificially created or artificially located. The ore can only be mined where
it is found, regardless of geographical boundaries. The basic fact is that the
U.S.A. is not now and does not expect to be in the foreseeable future, self-sufficient
in lead and zinc mine production. Quotas will not put ore in the ground where
it does not already exist.

(b) Furthermore, as findings of the Tariff Commission have already determined.
lead and zinc imports are not a matter of cheap labor or low manufacturing costs
abroad. The governing factor in the economics of mining is the grade of ore in
the ground and the nature of the ore-body. .

(c) Three of the countries which have traditionally supplied a major part of
U.S. lead and zinc import requirements are Australia, Canada and Mexico, and
these three countries already suffer from generally unfavorable balances of
trade with the U.S. In other words, they are already buying from us more than
we are buying from them, and they have been doing so for several years now.

Over the four years 1964-1967 inclusive—

Australia’s trade deficit with the U.S. has been approximately $400 Million
per year and was $483 Million in 1967.

Canada’s trade deficit was approximately $800 Million per year, although
it dropped to about $80 Million in 1967.

Mexico’s trade deficit has been approximately $400 Million per year, and
was $474 Million in 1967.

95-159—68—pt. 5——34
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Trade between friendly nations cannot be a one-way street-and if we reduce
the ability of our friends and allies to sell to us, it follows that we correspond-
ingly reduce their ability to buy from us.

The Crarraran. You have completed your statement ¢

Mr. Frercuer. Yes, I have.

Thank you, sir.

Mr. ScaxeeseLL 1 have a question.

The Cuamarax. Mr. Schneebeli.

Mr. Sca~eeseLt. Mr. Fletcher, what percentage of our imports come
from Mexico and Canada? You are implying that they are major
suppliers?

Mr. FLercuEr. Yes, they are quite major suppliers.

In the case of lead and zine, they are different. I don’t remember
the figures.

Mr. Sca~eesenr. Could you supply them for the record ?

Mr. Frercuzr. I would be glad to supply them for the record.

I would guess that in each case they must be between 10 and 20
percent apiece.

Mr. Scu~eeBeLL. But combined, they are not as much as 50 %

Mr. FrerouER. In the case of zine, they may be.

Canada and Mexico together certainly will supply 50, I think
possibly more, of our total zinc imports.

In lead, I don’t remember the numbers in my head. I will be glad
to supply them. (See pp. 2819 and 2320.)

Mr. SceNEEBELL. Do most of the rest of the imports come from the
Western Hemisphere?

Mr. Frercuer. The four main suppliers are Canada, Mexico, Peru,
and Australia.

Mr. Scuneesent. Thank you.

The CramyaxN. Here is some material on that.

In 1967, just using 1 year, the amount from Canada was 277,847
short tons.

Does that sound about right ?

Mr. Frercaer. It could be. It depends, Mr. Mills, whether you are
putting ores and concentrates together with metal. We import in both
forms.

The Crarryran. This is zinc ore, and zinc-bearing materials.

Mr. Frercuer. Not just zine metal, itself.

I don’t remember, I am afraid.

The Cmarraax. That would presumably be the total of zine. It
probably would include zinc oxides.

Mr. Scuxzesent. He said he would supply it for the record.

The Cmarmarax. On the same basis, in 1967, Mexico supposedly
shipped about 105,279 short tons; Peru, about 45,274.

This shows a total of 457,430 short tons from all countries in 1967.
TIs that about right? This shows a total.

Mr. FLercHER. 457,000

The Cratraran. 457,430 short tons.

Mr. Frercmer. Yes, I would say that sounds about right, to me. It
might well be in the range of 400,000 to 500,000 tons, I would think.

Mr. Scu~erseLt. The reason for my question is obvious, because I
think it has a bearing on the strategic stockpile, and thereby accessi-
bility to the raw material, and secondly, the reason for my question is,
if we get into any further difficulty internationally, whether any of our
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imports come from nations with whom we are unfriendly. That is the
main reason for my question. ‘

Mr. Frercaer. We do get some lead, and I think some zine, from
Yugoslavia, but not a lot. Most of them come from those areas.

Mr. Scu~zeeBeL. Mostly from friendly countries.

The Cramman. It says lead ores and other materials, total from
all countries in 1967, 144,642 short tons. Canada, 41,794 short tons.

Mr. FrercHER. You are on lead, now? '

The Cramrman. And lead, Peru, 40,321 short tons.

This is all in 1967. !

Australia, 37,879 short tons. We get some from Bolivia, Honduras,
the Republic of South A frica.

Mr. Frercaer. I wonder whether you would like to take this sheet.
As far aslead goes, the figures are right, here.

The Cramrman. If you have a copy of it.

Mr. FrercuERr. You can take this. I am sure I have others. These
are published by the ABMS. ‘

The Crarman. I will give you the figures on lead, lead ore, lead
dross, lead-bearing lead bullions, lead pigs and bar, lead waste, and
serap.

Itpis the total, I guess, of all lead and lead material, and the same
thing on zine. ‘

Let me complete this. ‘

Zinc ore, zinc-bearing materials, zinc dross, and skimming mater-
lals, materials containing by weight over 5 dry ounces per short ton,
over 100 troy ounces of precious metal.

That is not it.

Mr. Frercuzr. I think the slight difference may be because you
appear to be using the Bureau of Mines figures, or Government figures,
and I am using the ABMS. ‘

The Cratrman. Both were Bureau of Mines.

Mr. FrercHER. There might be slight differences. They won’t be
great, though. ‘

Mr. Curris. Mr. Chairman, we ought to have the figures.

The Caarman. If you havethat,leave it with us.

Mr. Frercuer. I have this one on the lead, and I am very happy
to give it to you. ‘

The CraRMAN. You don’t have one on zinc?

Mr. Frercuer. I will take a look for it after we are through.

Ifnot, I will mail it to you. ‘

The CramrMan. If you will submit it to us later.

Mr. Frercuzr. I will be glad to. (See p. 2318.)

g Mr. Curris. For the record, I hope you get the lead and zinc scrap
ure. ‘

gThe Cmammax. That was included, the figure I was given. It says
lead, lead waste, and scrap. ;

Mr. FrercHER. Scrap is not a material consideration in this con-
text. There is virtually none in the international trade of zinc, and very
little in lead, as far as the United States is concerned.

They are not really factors, as far as imports and exports are
concerned.

The Cratrman. Do your figures also give us information on the
domestic consumption of lead in 1967, as well as the domestic pro-
duction of lead ?
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Mr. Frercuer. Well, the domestic consumption in each case Is
approximately 1.3 million tons.

The CuarMAaN. Maybe we should have asked Mr. Johnson.

If you don’t have that information to include in the record at this
point, I would ask Mr. Johnson to include it in connection with his
statement, if he would : 1965, 1966, and 1967, total production of lead
and zine, total consumption of it, and the total imports according to
the figures that you gentlemen have.

Both of you put it in.

(The following letter and attachment were received by the com-
mittee :)

C. TENNANT, Soxs & Co., oF NEW YORK,
New York, N.Y., June 21, 1968.
Hon. WILBUR D. MILLS,
Chairman, Committee on Ways and Means,
House of Representatives, Washington, D.C.

DEAR Mr. MrrLs: In accordance with the request you made of me at the time
T spoke before your Committee on June 18th, I am pleased to enclose herewith sta-
tistics on lead and zine for the years 1965 through 1967 covering—

U.S. mine production.

U.S. smelter production.

U.S. imports

U.S. consumption

The foregoing data have been extracted from the U.S. Bureau of Mines
public reports.

Also, enclosed are photostatic copies of the A.B.M.S. figures showing a de-
tailed breakdown as to the origin of U.S. imports of lead and zine ore and
metals over the same three years.

I trust this information meets your requirements, but if there is anything
further I can do to be of assistance, please do not hesitate to let me know.

May I again express my appreciation and thanks for the opportunity to
appear before your Committee in what was clearly a very crowded schedule.

Sincerely yours,
AUBREY FLETCHER, Brecutive Vice President.

ZINC

[In short tons]

1965 1966 1967
Mine production_.___ 611,153 572,558 546,420
?me tretr production 1,078,021 1,108,329 1,010,736
mports:

Ores and concentrates (zinc content) 428,040 521,320 534,091

SHab ZiNC . oo oo e emmecceeeeen 152,990 278,175 221,363
Consumption:

[ 1,354,092 1,410,197 1,217,829

Ores (mostly for zinc oxide).- - - oo oo 122,892 126,696 106, 100

Source: U.S. Bureau of Mines Statistics.
LEAD
{In short tons]
1965 1966 1967

Mine production_ oo 301,147 327,368 311,135
Smelter production:

Primary - 431,389 449,739 383,912

Antimonial (lead content)_. - 25,911 21,940 9,969

L LT o . - 528,358 528, 506 521,397
Imports:

Ores and concentrates—Lead metal - 220,672 285,411 363, 597
CONSUMPHON. - e e e oo e e mmmmm e e 1,241,482 1,323,877 11,240,000

1 Estimate.
Source: U.S. Bureau of Mines Statistics.
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ZINC IMPORTS OF THE UNITED STATES
Bureau of the Census
[in tons of 2,000 pounds}

Janaury-

December, !
1965

Zinc ore (content). .. 425,957
Canada... .o 201, 352
MeXiCo. _ e 115, 284
Guatemala. - TTTTTToTt 3
Honduras. ..ol 6,786
BoliVia. o oo ceeaeee 4,093
L {1 PN 73,720
Germany, West_ _____ .. 1,341

Netherlands. .- - oot

Repubhc of South Africa.._..._ ...
Australia. . 5
Zinc blocks, pigs, et . oo 152, 867
Canada. .- oo eaames 88,431
1 TSI 12,787
PeIU . o 10, 32
Austria oo 7
Belgium. . e 8,888
France. - o o
Germany, West. .- 23
Haly. s 2,128
NOPWaY oo oo e
SPAIN . - o oo 1,769
Unlted Kingdom _ o iias
Yugoslavia oo oo 887
Japan . il 12,996
CONGO. - e e emam 12,615
Australla .......... 1,120
U.S.S. R e 22
Poland. ool
Total imports:
Zinc ore, block, Pigs_-oco oo 578,834
Dross and skimmings. .- ---..---.--.-.... y
Old and wornout______________._._.______ 1,477
January-
December
196
Zincore (content) ... 521,31y
Canada. . oo oo ceeeoees 272,949
Mexico__ I 114,678
Guatemala. .
Honduras. _ oo 10,775
Argentina. .-
Bolivia.. ... 5,788
(-] {1 PR, o--. 78,254
Germany, West. ee- 9,685
Netherlands. o-e- 3,198
Sweden. -
ran . e
Philippines. - oo - e ool 25
Algeria. . - 164
Morocco. .- e 1,807
Republic of South Africa__._ ... 12,566
Australia. - .o 4,3
Yugoslavia - oo oo
Othercountries. oo

January-
Declember,
Zinc blocks, pigs, etc.—Continued
Belgium o iaae- 27,468
France_____.______ 2,1

Germany, West

Netherlands...._.__

Total imports:
Zinc ore, blocks,

Dross and sklmmlngs -

PIgS-mm oo

Old and worn Ut LllIIIII
January-
December

Germany, West__

Netherlands____________________

Australia_______
Yugoslavia___.__
. Other countries__

Germany, West__
- Netherlands._...

United Kingdom.
Yugoslavia_.____

‘Mozambique. . - _

Republic of South Africa

Zambia___.____.

Total imports:

Zinc ore, blocks, pigs

Dross and skimm
0ld and worn out

ings

l 465

Note: The above figures are as officially reported, however, it is possible that receipts from some of the above countrie

may have originated elsewhere and have been transshipped.
Source: American Bureau of Metal Statistics.
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LEAD IMPORTS OF THE UNITED STATES
Bureau of the Census
{In tons of 2,000 pounds)

January-
Dec?mber,

Ore, matte, etc. (centent)______________________

Canada.___.
Mexico. -
Guatemala
Honduras
Bolivia_

Colombi

Peru.

Sweden_ ...

Philippin

forocco. ... 23

Kepublic of South Africa 570

Australia___________ 26,658
Base bullion (content)._____________ 542

Canada__________.______..____. 50

Mexico. ..

Bolivia_ ..o ... 44

Peru_ ...

Germany, West_ .. ...

Australia. .. _________________________ 448

Germany, West________________
Netherlands____.____._____.___
Spain___ ... ..
United Kingdom_______.__.____
Yugoslavia

pan
Republic of South Africa__
Australia_ . _______._____
Zambia._ ... -
Other countries___________________________

Total imports:
Ore, base bullion, refined________________.__
Lead scrap, dross, etc. (content) __________. 4,796

January-
December
1966

Ore, matte, etc. (content)

Canada............ .
Mexico.

Sweden_______
United Kingdom _
Yugoslavia..

Morocco. -
Republic of
Zambia.

Total imports:

January-
December,
1966

Ore, base bullion, refined_____ . 432,752

Lead scrap, dross etc. (cont -7,
January-
December

1967

Ore, matte, etc. Ccontent) ... ________._ 124,01
[ - N 33,424
Mexico. 315
Guatemala 197
Honduras 6,513
Argentina_ 9
Bolivia- - 13,764
Chile-.- 159
Colornbla_- 561
....... 36,735
Germany, West ,371
Ireland._ . 1,995
LT 1 S
Philippmes 38
L4011l . 27
Repubhc of South Africa 358
Australia. -« oooo - 25, 551
Base bultion (content)_ ... 752
24

Netherlands.
Sweden_.___..
United Kingdom.

Repubhc of South Africa
Zambia.____.__.__
Australia. _ .

Othercountries____ .. ________..____.

Total imports:

Ore, base bullion, refined ..________._.___._. 4?%,367

Lead scrap,dross etc. (content)

Note: The above figures are as officially reported, however, it is possible that receipts from some of the above countries

may have originated elsewhere and have been transshipped.

Source: American Bureau of Metal Statistics, New York, N.Y., May 29, 1968.
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Mr. Curtris. And, Mr. Johnson, as I understand, the lead scrap is
‘important. I realize it doesn’t move much internationally, but isn’t it
pretty important domestically ?

Mr. Joanson. You are right, sir. About half of the lead that goes
into consumption is generated from scrap.

In the case of zinc, it is much smaller, 8 or 9 percent.

Mr. Frrrcaer. I think I made this clear, that there was not much
movement internationally.

I completely agree with Mr. Johnson’s comment about lead scrap.

Mr. Corris. You are quite consistent. I just wanted to clarify this
for my own purposes. :

The Cmamrman. Your point was that we do not import or export
much of it ? ‘

Mr. Frercuer. That is right.

I would have to say that 1f you were going to impose controls on the
base metals themselves, I would have to say logically you must do
something about the scrap, because you would generate a movement
that might not otherwise take place.

I hope to see no such quotas imposed, but if you do, you would have
to do so to make sense. “

Mr. Corris. I have one other item.

The Caarrman. Mr. Curtis. l

Mr. Curtis. Maybe you can clear up something the previous witness,
Mr. Donehower, said.

He said total imports for 1966, of the zine, in sheets, and there we
are talking about fabricated zine, were 2,200,00 pounds, of which
almost 2 million pounds were of Yugoslavian origin.

Now, Yugoslavia must produce. Where do they get their raw zinc?

Mr. Frercurr. They mine it and smelt it themselves.

Mr. Curtis. That is what I thought, but apparently, at least in some
form, this is a pretty sizable amount of import coming from one
country. :

What we don’t have here is what is that in relation to total domestic
consumption ? ‘

It is a relatively small amount, isn’t it, 2 million pounds?

Mr. FrercaEr. You mean consumption of zine metal, or zinc sheet?

Mr. Curtrs. Zinc in sheets. ‘

Mr. Frercuzr. I can’t answer that. Mr. Donehower may be able to.

Mr. DoNenowEr. Sir, are you referring here to the relationship of
the total ?

Mr. Corris. I am reading from your page 5:

Total imports for 1966 of zinc in sheets were 2,236,852 pounds, of which
1,995,027 pounds were of Communist Yugoslavian origin.

T am trying to get this in context of what our domestic consumption
is of zinc in sheets. ‘

Mr. Donemowsr. As a percentage of the zinc in sheet industry, the
percentage of sheets? ‘

I am sorry. I missed this last comment that you made, sir.

Mr. Curris. I am simply trying to find out what the imports are of
z}ilnc in sheets in relation to the U.S. domestic consumption of zinc in
sheets.

Mr. Doxemower. Approximately 56 percent here, sir, in that par-
ticular year. ‘
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We do not know at the present time what it is, because past the year
that we pointed out, 1963, we have only two domestic producers of zinc
in sheets, and we no longer report, so it is a question of exchange of
information.

Mr. Curts. It is a very sizable portion of the domestic consumption ?

Mr. Doxerower. Of zine in sheets, that is right.

Mr. Cuorrtis. Could I pursue it just a little further?

Has zine in sheets declined in usage, and isn’t used as much by our
fabricators? Is that one reason, or whatis the reason ?

Mr. Doxerower. Well, I would say that it is still a substantial item,
but it has declined in recent years, due largely, I think, to the fact that
most domestic producers have not found it possible to compete with
this type competition.

Mr. Curtis. I see.

Thank you very much.

The Crammarax. Are there any further questions?

If not, we thank you again, Mr. Fletcher, and all of you who have
stayed with us so long, representing this discussion of lead and zine.

Mr. Frercrer. Thank you very much.

The Cramyrax. We apologize for keeping you so long.

Without objection, the committee adjourns until 10 o’clock in the
morning.

(The following letters and statements were received, for the record,,
by the committee :)

DEPARTMENT OF STATE,
Washington, D.C., July 2, 1968.
Hon. WILBUR D. MILLS,
Chairman, Committee on Ways and M eans,
House of Representatives, Washington, D.C.

DEeAr Mr. CHARMAN: The Department of State has received from the Aus-
tralian Embassy a statement of the views of the Australian Mining Industry
Council concerning the United States market for lead and zinc. The Embassy
has requested that the statement be transmitted to the Committee on Ways and
Means for its consideration for possible inclusion in the record of the current

hearings on tariff and trade proposals.
I am, therefore, pleased to forward three copies of the enclosed statement for
your consideration.
Sincerely yours,
WiLrtraM B. MACOMBER, Jr.,
Assistant Seeretary for Congressional Relations.

SUBMISSION BY THE AUSTRALIAN MINING INDUSTRY COUNCIL

T.S. MARKET FOR LEAD AND ZINC

The Australian Mining Industry Council has been informed that the United
States Congressional Committee on Ways and Means was scheduled to com-
mence public hearings on June 4 on the general subject of the balance of trade
between the United States and foreign nations. The Council was concerned to
note in the press release on the subject that the hearings would cover inter alia:

“(2) proposals relative to imposition of quotas either on an across-the-board
basis or on named items or commodities”.

Since the press release gives a separate listing to “measures directed at main-
taining our favourable balance of trade . . . . . in the context of our balance of
payments problems”, we can only assume that the hearings under (2) will be
concerned with the possible introduction of quotas for protective purposes.

It is the Council’s understanding that the rules of procedures of the Commit-
tee preclude the Council from submitting evidence to the Committee directly, or
from briefing a representative to appear on its behalf. It is therefore taking this
opportunity of requesting the Australian Government to put the Council’s views
to the relevant Departments in the United States Administration.
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The Council’s comments will be confined to lead and zinc in view of our past
experience of quota restrictions in the United States market on these commod-
ities and of the moves which were made towards the end of 1967 to introduce
new quota legislation.

In making these representations the Australian Mining Industry Council speaks
for over 140 companies engaged in prospecting, mining or mineral processing
activities, including all the Australian producers of lead and zinc.

Australia is one of the world’s largest producers and exporters of lead and
zine, and the Australian lead and zinc mining and pmmary smelting industry has
a most real interest, either directly or indirectly, in the large U.S. economy as
a market for a proportion of their normal output of lead and zinc. The following
table sets out the Australian production and export figures for 1963-67, in
Thousands of Short Tons. From these figures the importance of the export trade
to the Australian industry is readily apparent.

1963 1964 1965 1966 1967

Mine productionoflead 1. ___.__________________________.. L. 44711 413.3 397.8 399.4 407.7
Total exports of lead 2_____ L 377.0 339.5 338.8 358.7 380.0
Mine production of zinc1___ L 354.2 351.1 359.8 377.1 412.5
Total exports of zine3. ... . ___________...... 251.2 220.5 213.5 264.2 274.0

1 The mine production figures relate to metal in concentrates.
2 Lead content of concentrates, lead bullion and refined Iead
3 Zinc content of concentrates and refined zinc metal.

Source: Monthly Bulletin, “/International Lead and Zinc Study Group, 1968, vol. VIII, No. 4."" Converted from metric
ns.

In subsequent paragraphs we make the following points in regard to the use
of import quotas:
They would be incongsistent with the objectives of GATT.
They would result in a widening of the substantial deficit in trade with
the United States. ‘
They would seriously affect normal world trading and the world prices
of lead and zinc. ;
Such devices unnecessarily and harmfully distort trading in these metals.

IMPORTS QUOTAS AND THE OBJECTIVES OF GATT

One of the stated objectives of GATT is to facilitate an expansion in the flow
of international trade through a reduction in trade barriers. It outlaws the use
of quantitative restrictions except under carefully prescribed conditions. While
tariffs are recognized as the normal method of protecting a domestic industry,
import quotas have been accepted in some quarters as a permissible device to
afford temporary protection in an emergency situation. The other main excep-
tion, which is subject to the concurrence of the International Monetary Fund,
is the use of temporary import quotas as part of a complex of measures designed
to redress a critical balance of payments situation.

Under no circumstances could we envisage the International Monetary Fund
agreeing to the imposition of import quotas on a selective and restricted list of
commodities on balance of payments grounds.

It is known that some new lead/zinc fields are being brought into production
in the United States, but there can be no justification under the GATT for the
use of import quotas to bolster increased production which a priori could not
otherwise be undertaken on an economic basis. Moreover, it is difficult to envis-
age that investment decisions associated with these ventures would be taken
on the basis that import quotas would be imposed.

In the light of these considerations and the welcome initiative which the
United States has taken in sponsoring and progressing the Kennedy Round of
trade negotiations, it is hoped that the United States would not take a step
backwards by imposing quota restrictions.

AUSTRALIA’S DEFICIT IN TRADE WITH THE UNITED STATES

Australia has over the years been buying substantially more from the United
States than the U.S. buys from Australia. In fact, Australia is currently buying
259% of all her imports from the U.S. and selling only 12% of her exports to the
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U.S. Our poor selling performance in the United States is due in large part to the
high wool tariff, severe quota restrictions on dairy products and the uncertainty
surrounding access for meat due to the threat of quarantine and other
restrictions.

In absolute terms the deficit against Australia in its trade with the U.S. has
increased over recent years, as the following table shows:

[In thousands of Australian dollars]

1963 1954 1965 1966 1967
Australian imports from United States__. 473,182 647,970 700, 346 733,767 803, 159
Australian exparts ta United States_____. 284, 830 255,678 290, 768 366, 632 370, 201
Australian deficit. ... oo cooooooooo- 188,302 392,292 409, 578 367, 085 432,958

Source: Commonwealth Bureau of Census and Statistics.

The dramatic increase in our adverse balance of trade with the United States
in recent years is due in the main to stepped up defence procurement since Aus-
tralia’s involvement with the U.S. in Vietnam. The effect on our bilateral balance
of payments has not been so marked due to a substantial increase in capital
inflow. However, this is now tending to taper off following the measures which
the United States has found it necessary to take in defence of her overall balance
of payments position.

Australia subscribes to the multilateral approach to international trade and
payments and appreciates that any attempt to achieve a bilateral balance with
each trading partner would in itself inhibit trade expansion. This Council also
realizes that Australia can expect to run an adverse balance of trade with the
United States for many years to come, given the current access to the United
States’ market, However, it would be difficult for the Australian mining industry
to accept a situation in which the adverse balance was artificially increased by
unilateral action which reduced its access to a major market for lead and zinc.

EFFECT ON THE WORLD LEAD AND ZINC SITUATION

The United States has historically relied upon overseas suppliers for a sub-
stantial proportion of its lead and zinc requirements, In recent years, some 30%
of United States’ consumption of lead and 40% of zinc have been supplied from
overseas sources.

Any administrative measures which diverted some of this tonnage away from
the United States could be expected to have an immediate and dispropor-
tionate effect on prices outside the U.S. and lead to a chaotic marketing situa-
tion, which would have wide repercussions in major producing countries such
as Australia, Mexico and Peru. It could also lead to retaliatory quotas in other
markets on these or other commodities.

Although the objective of any restrictive measures would be presumably to
isolate the United States market and sell the total domestic tonnage, past ex-
perience under a quota regime has demonstrated that it is impossible to insulate
the U.S. market in this way.

QUOTA RESTRICTIONS DISTORT TRADE PATTERNS

Apart from the effect of artificial barriers to trade on the overall world supply/
demand situation and on the level and stability of world prices, quota restric-
tions inevitably lead to a distortion in the pattern of trade with the country
applying the restrictions.

The u<e of country quotas related to an historical base period tends to “freeze”
an existing supply pattern irrespective of changes in competitive ability. More-
over, the selection of a particular base period for the administration of the quota
regime can in itseif operate to the detriment of certain suppliers. Under a free
market system, there is no year, or period of years, which can be regarded as
“pormal’.

In the absence of country quotas, but with a restricted quota access to the
market, some suppliers can be squeezed out altogether for non-commercial rea-
sons, In other cases, importers will find no incentive to “take a punt” and try
a new source of supply.
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Under the previous quota arrangements Australian zinc suffered severely.
Australian zinc was not given a quota of its own, with the result that U.S. im-
ports of Australian zinc were unpredictably and drastically curtailed.

The United States Tariff Commission summed up the position very succinetly
in its report to Congress in May 1962 (Page 48) by stating “that the quotas were
discriminatory in their effects, favouring some concerns while creating unusual
difficulties for others and that they seriously interfered with normal trade re-
lations”.

Not only do quotas in themselves lead to discrimination between suppliers, but
modifications to the quota regime can place the more distant suppliers in a dis-
advantageous position. This was the experience of Australian exporters under
the previous quota arrangements.

CONCLUSION

The Australian Mining Industry Council has decided to put these views for-
ward at this time because of its concern at the wide ranging nature of the House
Ways and Means Committee hearings. The Council is completely opposed to the
use of quota restrictions in world trade in lead and zinc. Its opposition to a
quota control system is based on its belief that a free flow of trade in these com-
modities will maximise consumption and increase the welfare of the industry in
all producing and consuming countries. Furthermore, the Council speaks in the
light of the practical experience which member companies have had of the
earlier United States quota system.

CANBERRA, June 14, 1968.

CoppER & BrAss FaBrrcaTors Councir, INc.,
New York, N.Y., June 19, 1968.
Hon. WiLeur D. MiLLs,
Chairman, Committee on Ways and Means,
House of Representatives, !
Washington, D.C.

DEeAR Mr. MirLs: I am sending you herewith a statement on behalf of the
domestic brass mill industry in connection with the public hearings which your
Committee is now holding on the general subject of the balance of trade between
the United States and foreign nations. Additional copies are being sent to the
Committee for distribution as indicated in the announcement of the hearings.

Because of the short time remaining for action, we urge the immediate con-
sideration of H. Con. Res. 447 by your Committee, to prevent the International
Antidumping Code, which is in conflict with the Antidumping Act of 1921 and
which was agreed to on behalf of the United States without the authority of
the Congress, from going into effect on July 1, 1968 without Congressional
approval.

Yours sincerely,
T. E. VBLTFORT,
Managing Director.

STATEMENT OF T. E. VELTFORT, MANAGING DIRECTOR, COPPER & BRASS
FaBrICcATORS COUNCIL, INC.

Purpose of statement.—The statement is being made on behalf of the domestic
brass mill industry, to review its experience under the United States Foreign
Trade Policy since 1934, and to offer its recommendations.

The domestic brass mill industry.—The brass mill industry is described and its
importance in the national economy and national defense emphasized.

The brass mill industry is experienced in United States foreign trade policy.—
The industry has been directly involved in important aspects of this policy since
enactment of the Reciprocal Trade Agreements Act in 1934.

Why tariffs on brass mill products should not have been reduced.—A comparison
of pertinent facts applicable to foreign trade involving brass mill products is
presented, which emphasizes the inequity of the tariff reductions in the Kennedy
Round. :

Changes are needed in our foreign trade policy.—The statistics used by the
Government in support of its trade policy are incomplete and when correct data
are employed, the unqualified support for the policy fails and the need for changes
is indicated.
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Definitive action against dumping is imperative—The ineffective enforcement
of the Antidumping Act of 1921 must be remedied by appropriate amendment.
In the meantime, immediate action should be taken on H. Con. Res. 447 (S. Con.
Res. 38) to prevent the International Antidumping Code, which is in conflict
with the Antidumping Act of 1921 and which was agreed to on behalf of the
United States without the authority of the Congress, from going into effect on
July 1, 1968 without congressional approval.

Recommendations—In view of its experience with the United States Foreign
Trade Policy, the industry offers seven recommendations with the objective of
effecting changes in that policy which the industry believes are necessary.

PURPOSE OF STATEMEXNT

This statement is being made to the Committee on Ways and Means on
behalf of the domestic brass mill industry, in response to the announcement on
May 19 by its Chairman, that public hearings would be held beginning on June 4,
1968 on the general subject of the balance of trade between the United States
and foreign nations. Our statement will address itself to a number of the sub-
jects which the hearings are to encompass, but not necessarily in the order or
detail as described in the announcement.

The industry is gratified with the proposal of the Committee on Ways and
Means to make such an exhaustive study of the foreign trade policy of the
United States. We have for a long time firmly believed and recommended that
there be a complete and objective review of this policy by the Congress, to
establish what the actual benefits, and also the inequities, of this policy have
been and to what extent the results, past and projected, warrant its continuance
or modification. Your hearings should provide the opportunity for such a realistic
appraisal.

THE DOMESTIC BRASS MILL INDUSTRY

The brass mill industry uses copper in its unwrought form together with
quantities of zine, tin, nickel and other metals, to roll, draw, extrude and other-
wise form such basic products as plates, sheets, rod, wire, tube and pipe of copper
and its various alloys. It is distinct in its operations and markets from the copper
mining and refining segments of the copper industry as a whole, as well as from
the electrical wire and cable, foundry and other particular components of the
overall industry. Its problems involving foreign trade are apt to be basically
different from those of these other segments.

The products of the brass mills are quite essential in the national economy,
constituting the raw materials in such vital industries as building, automotive,
air conditioning, and electrical and mechanical parts, as well as being indispen-
sible in the national defense. From three percent to thirty percent of its produc-
tive capacity for various of its products have been set aside for defense orders.
In 1967 about fifteen percent of its shipments, or 370 million pounds, were for
military purposes. During World War II, essentially all of its production was
preempted for military and related purposes. To serve effectively in this case it
had to increase its production 200 percent over the prewar volume. Again, during
the Korean episode, up to a quarter of its output was required for military pur-
poses and production had to be increased fifty percent.

The present production capacity of the domestic brass mills is quite ample for
both commercial and defense requirements. The Department of Commerce re-
ports that the total shipments of the industry in 1967 were estimated at 2.60
billion pounds, with a value estimated at $2.2 billion, reduced because of the
slowdown in the economy and the copper strike that year from 3.33 billion pounds
valued at $2.6 biilion in 1966.

The mills employ about 40,000 in plants located in 20 states. Through substan-
tial investments in new plants and equipment and the application of the most
modern methods, the industry has steadily increased in efiiciency, average out-
put per manhour having increased from 30 pounds to 45 pounds in the last decade.
Its workers are highly trained and well paid. The average hourly earnings early
in 1967 were $3.29 not including 78 cents per hour in supplementary compensation
(fringe benefits). A list of the brass mills that are members of the Copper & Brass
Fabricators Council, Inc., is attached (Exhibit A). These companies account for
85 percent of domestic brass mill production. More than two-thirds of them
could be classified as small business, their number of employees being 500 or less.
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The domestic brass mills stand in the same position in their field as steel and
aluminum mills stand in theirs. The products are in direct competition with sim-
ilar products of these industries as well as with plastics. The industry is under
constant challenge in its production and marketing procedures to meet this com-
petition. We can have no healthy economy in the United States without full pro-
duction in the brass mill industry.

Besides its severe domestic competition, the industry has had to meet aggres-
sive competition from abroad. To be marketable, brass mill products must con-
form with widely accepted standards of physical and chemical characteristics
and performance. They must, therefore, be essentially identical whatever the
source. There are, of course, no variations of style and appearance on which a
competitive choice may be based. Price is a dominant factor. Under these circum-
stances, the much lower labor and related costs abroad give imports a substan-
tial price advantage. This advantage is enhanced by the availability in this coun-
try of large markets for certain widely used brass mill products, established as a
result of comprehensive research and promotion by the domestic industry.

THE BRASS MILL INDUSTRY IS EXPERIENCED IN U.S. FOREIGN TRADE POLICY

The brass mill industry has been directly involved in important aspects of our
foreign trade policy since the enactment of the Reciprocal Trade Agreements Act
in 1934. It has repeatedly informed the appropriate government agencies of the
adverse effects of certain features of this policy on the domestic industry, begin-
ning with the British Trade Agreement in 1938. In the course of the multilateral
agreements made under the General Agreement on Tariffs and Trade (GATT),
the Council has continued to amplify and update its statements. When the Presi-
dent announced the commodities which would be subject to reduction in tariffs
in the negotiations in Geneva under the Trade Expansion Act of 1962, brass mill
products were included. On that occasion the industry once again pointed out to
the government agencies concerned how seriously imports were jeopardizing the
integrity of the brass mill industry and that no further reduction in duties was
warranted. ‘

WHY TARIFFS ON BRASS MILL PRODUCTS SHOULD NOT HAVE BEEN REDUCED

In connection with the Kennedy Round proposals, our statements to the
Tariff Commission (January 30 and March 11, 1964) clearly set forth, with sup-
porting data, the adverse effects which the growing imports were having on
the brass mill industry. They emphasized the threat to the industry from these
imports if tariffs were further reduced. Similar statements were made to the
Trade Information Committee (February 20 and March 11, 1964). In accordance
with the request of the Office of the Special Representative for Trade Negotia-
tions, a special technical representative for the brass mill industry was appointed
and he was prepared to furnish such further information as might be required
during the negotiations. The industry, therefore, cannot be held remiss in
keeping these agencies adequately informed. .

How unfair the full reduction in the tariffs on brass mill products actually
was is clearly indicated in the following exhibits which are attached:

ExHIBIT B

COMPARATIVE WAGES IN MANUFACTURING INDUSTRIES IN THE U.S. AND IN PRINCIPAL
FOREIGN COUNTRIES SHIPPING BRASS MILL PRODUCTS TO THE UNITED STATES

This shows that, whereas the United States has had the least percentage in-
crease in wage rates between 1955 and 1967, its increase in cents per hour, which
is the true determinant of labor costs, has been greater than that of any other
country, except Sweden. The rates of all of the countries covered continue to
be only a fraction of that in the United States.

ExaiBrr C
IMPORTS AND EXPORTS OF COPPER AND BRASS MILL PRODUCTS
This shows how imports have substantially increased over the years since

1949 (the effective beginning of the multilateral agreements), while exports
have remained at a much lower volume.
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The impact of imports on the industry can be indicated succinctly as follows:
In 1966 the imports totaled 248 million pounds. The shipments of the domestic
industry for defense purposes, however, totaled 325 million pounds; and again
in 1967, with imports totaling 202 million pounds, the estimated shipments of
the industry for military purposes were of the order of 400 million pounds. If
the large shipments required from the industry for military purposes because
of Vietnam had not greatly exceeded the imports, these obviously would have
had a disastrous effect on the domestic industry.

During 1966 and 1967 imports constituted between seven and seven and a half
percent of the overall domestic market for brass mill produects, with much
higher percentages for products in common use, such as copper and copper alloy
tubes and certain types of flat products. For example, the market for thin wall
brass tube for plumbers brass goods has been taken over almost completely by
imports. In the case of copper and copper alloy foil which is needed in the
manufacture of automotive radiators and other heat exchanger equipment,
imports are now 28 percent of the domestic market.

In the first four months of 1968, imports rose further and constituted about
twelve percent of the overall market.

With the great advantage which the exporting countries have in labor and
related costs, these growing imports present the industry with a very real threat
of serious injury.

ExHIBIT D

SOME SIGNIFICANT COMPARISONS, 1960-66

This tabulation demonstrates the unfairness of the reduction of 50 percent in
the import tariffs on brass mill products, as against the smaller reductions in the
import tariffs in countries from which about 90 percent of our imports of brass
mill products come. The labor rates in these countries are still only a fraction
of those in this country. It also shows how absurdly small our exports to these
countries have been in comparison to our imports, mainly because their labor
and related costs are so much less than ours, not to mention their higher tariffs
and other direct and indirect restrictions. Even this small volume of exports
consists substantially of particular products which the mills in these countries
choose not to make and products which American managed plants abroad re-
quire made to American standards. The reductions which were made in the
import tariffs of these countries are of no benefit whatsoever to the brass mill
industry and have been made apparently as a trading point.

All this information was available to the Trade Information Committee either
in the form of statements submitted to it when the Kennedy Round began or from
the special technical representative appointed at the request of the Office of the
Special Representative for Trade Negotiations. Our special technical representa-
tive, however, was at no time consulted.

ExgIBIT E
COMPUTATION OF TARIFFS, TSUSA 612.31—COPPER BARS, SHEETS, AND STRIP IN COILS

This indicates the absurd limit to which the negotiations in the Kennedy Round
have been carried in order to reduce the tariffs on brass mill products to the
absolute limit legally permissible by the Trade Expansion Act of 1932, the exam-
pie being the reductions in tariffs as calculated for copper bars, sheets, and strip
in ceoils (TSTUSA 612.31). The tabulation shows, in Column 4, how the tariffs in
cents per pound would ordinarily have been lowered by a ten percent reduction
each year, by rounding out to one decimal point. But, by taking advantage of
Section 254 of the Trade Expansion Act which gives rounding authority when
such action is desirable to simplify the computation, a relatively involved com-
putation made it possible to reduce the tariffs, as indicated in Column 6, further
then contemplated in the staged 50 percent reduction. This excess reduction in the
tariffs of one or two tenths of a cent a pound in a duty already too low to ad-
versely affect imports, and lower than the duties in competing nations, certainly
comes close to being ridiculous as well as under the circumstances, extremely
unfair,
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The unfortunate treatment given to brass mill products in the Kennedy Round,
indicates an absence of any serious consideration of the foreign trade impact on
the brass mill industry. It is hard to believe that if consultation had been had by
our negotiators with experienced men in our industry, or with our special techni-
cal representative, familar with the practical factors involved, such an inequita-
ble treatment of our industry would even'have been considered.

Apparently the overriding consideration of our negotiators was to accumulate
the maximum dollar total on which tariffs were reduced, without much serious
attention to individual industries like ours, even though they had already been
adversely affected by imports.

CHANGES ARE NEEDED IN OUR FOREIGN TRADE POLICY

Our own experience and what we have learned from the experience of other
industries under our foreign trade policy, indicate that a reappraisal of what that
policy has accomplished is very much in order. Without any intent to argue the
importance of foreign trade as such, there seems good reason to question the
inordinate emphasis on expanding our exports without much thought being given
to the possible cost to domestic industry from the accompanying increase in un-
needed imports. Apparently the unqualified supposition is that without a substan-
tial increase in our exports, our whole economy will go down the drain. Basic in
this concept which has governed our foreign trade policy for the last 30 years, are
a number of widely publicized but inherently questionable allegations.

There is first the insinuation that those who object to any aspect of our foreign
trade policy are opposed to foreign trade as such. This, of course, is absurd.
No sensible businessman opposes the indefinite expansion of our foreign trade
by any fair means which will not impose an unwarranted burden on domestic
industry. He has no desire whatsoever to limit the gains that accrue to financial
concerns, exporters and importers in the course of expanding foreign trade. His
objections are related only and specifically to the implacable attitude of those
particularly concerned with expanded exports against limiting unneeded im-
ports in any way, and their failure to pay adequate attention to the importance
of preserving our domestic industry while seeking the expansion of our foreign
trade.

A study of the ratio of our foreign trade to our gross national product back
to 1921, raises some serious questions as to some broad claims of progress which
have been made to support our foreign trade policy. Exhibits F and G, in tab-
ular and graph form respectively, present the essential data. These exhibits
show merchandise imports and exports and their total (on an enlarged scale in
Exhibit G to show fluctuations), the gross national product, ratios of mer-
chandise imports and exports and their total to the gross national product, and
the average percent duty calculated on the value of merchandise imports. No
adjustment has been made in the published data to exclude exports under foreign
aid and grants paid for directly or indirectly by our taxpayers, or to add the
cost of freight and insurance to our imports to disclose their cost landed in the
United States; in other words, no adjustments have been made to indicate our
true commercial competitive position in our foreign trade.

Even so, this study indicates that our foreign trade has never been so great
compared with our gross national product (graphically indicated in Exhibit G),
that reasonable adjustments resulting from fair treatment of the import prob-
lems of domestic industry would critically affect the integrity of our economy.
Since 1948, when our foreign trade policy went into effect (the occurrence of
‘World War II prevents any inferences previous to that time), our foreign trade
has varied irregularly between 6.6 percent and 7.8 percent in relation to our
gross national product, with no indication of any consistent increase related to
the passing of time. In our percentage of free world trade we have also slipped,
as shown on Exhibit H. How much more foreign trade now really means to our
trading partners, on the other hand, is indicated by the percentages of their
foreign trade as related to their gross national products in 71966: Canada 35 per-
cent, EEC 33 percent, EFTA 35 percent, and Japan 20 percent. It is no wonder
that they bargain so astutely for concessions.

It is interesting to note that in the 20’s when this country as well as a sub-
stantial part of the world enjoyed general prosperity, our foreign trade as re-
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lated to our gross national product was greater (from 9.2 percent to 9.9 percent)
than it has been under our present foreign trade policy, notwithstanding our
generous foreign aid following World War II in the form of exports paid for
by the taxpayers. During the 20’s, moreover, we enjoyed a trade surplus even
though our tariffs were considerably higher than in the 50’s and 60’s. The data
also cast doubt on the claim that the Smoot-Hawley tariffs during the early
30’s caused a worldwide immobilization of trade and the great depression. In
view of the comparative consistency of the relatively small ratio of our foreign
trade to our gross national product, it seems a good deal more reasonable to con-
clude that what happened to our foreign trade than was due primarily not to
our high tariffs at the time but to a worldwide collapse due ito financial and
credit overexpansion. As a matter of fact, it is quite likely, at least for some
of our industries, that the high tariffs prevented disaster from the impact of
dumped imports during those critical years.

Unfortunately certain government statistics as presented to support our foreign
trade policy, are of doubtful validity. The purported substantial surpluses in
our international trade since our trade agreements have been in effect, have
been offered as an important reason for the extended development of our trade
agreements program, including the further reduction of our tariffs. These large
surpluses, it has been claimed, contribute favorably and substantially to our
international balance of payments. But if the statistics are correctly used, there
are no large surpluses.

What is really important in an evaluation of the economic results of our
foreign trade are statistiecs which show whether our foreign trade has been
favorable on a business-like basis and whether it shows a tenable competitive
position for us. Here we should know to what extent the landed cost of our
imports has balanced the payment which our industries received for their ex-
ports. But the cost of imports as given in the commonly published government
statistics, probably because of the simplicity of determination, is not the landed
cost on our shores but the value in the principal markets abroad. Thus it does
not include the cost of freight and insurance and whatever additional cost may
be involved in bringing the imports from the markets in which the prices have
been derived, to our ports of entry.

Further overstatement of our merchandise trade surplus results from the fact
that our export figures, as given in the ordinary public press releases, include
exports resulting from government grants. These, of course, are financed by the
taxpayers. They are not correctly included in our commercial transactions. The
significance of this should be clear if we realize that under our present system
of publicizing our export volume, we could readily increase our ostensible mer-
chandise trade surplus by raising another billion dollars or two in taxes and
using the proceeds to buy goods to be exported to our friends abroad as gifts.

Exhibit I adjusts the commonly publicized United States exports to allow for
those financed under the Foreign Assistance Act and Public Law 480 and adjusts
imports to a C.L.F. basis. This tabulation, based on figures published by the De-
partment of Commerce for the years 1955 to 1967, inclusive, shows that the
balance of our commercial trade properly adjusted gives surpluses much lower
than those commonly reported and in fact indicates a deficit in the last two
vears. This table indicates that we do not have the competitive superiority which
is implied in the large surpluses commonly publicized and that our foreign com-
mercial trade as such does not furnish the purported large surpluses to help in
our international balance of payments. Furthermore, the contribution of our
foreign trade to our gross national product, which consists merely of the balance
between our exports and imports, even as reported over the same period has
amounted to only from one-half of one percent to one and three-fourths percent
of the gross national product. If the balance of merchandise trade is adjusted
to a commercial basis, this surplus is reduced by about three-fourths, and its
contribution to our gross national product becomes insignificant and in the last
two years actually negative.

There are further aspects of our foreign trade which warrant consideration.
Lxhibit G shows merchandise imports and exports and total trade on a large
seale. It indicates the relatively steady growth in imports, as against the irregular
growth of exports due certainly in part to our foreign aid and grants. The de-
clining trend in the apparent surplus of imports over exports in the last decade
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also becomes quite evident. During the last ten years imports have increased by
106 percent, exports by only 51 percent. It is also worth noting that during the last
twenty years imports have increased steadily even though the proportion of
dutiable goods during the second half of this period increased to sixty percent
from the forty percent in the first half. This accounts for the increase in average
duty on the value of imports in the second ten years period to about seven percent,
from the five and three-quarters percent in the earlier period, in spite of tariff
reductions under the trade agreements. The cost advantage which our foreign
competitors have had was in many cases obviously suﬁic1ent to offset the rela-
tively high duties on the goods which they sent us. The reduction in duties under
the trade agreements during the period merely increased their advantage, an
ominous portent of what we can expect as the Kennedy Round reductions become
effective.

Even more important, however, is the composition of our exports and imports
since our trade agreements under GATT became effective in 1948. Since that time
our exports of crude materials and foodstuffs have about doubled and our exports
of semi- and finished manufactures, of which our much sought after sophisticated
equipment has been an important component, have increased about two and one-
half times. In the meanwhile, however, our imports of crude materials and food-
stuffs, which involve relatively little labor, have also doubled, but our imports of
semi- and finished manufactures which do involve considerable labor, have
increased sevenfold. In other words, the big advantage of lower labor and related
costs in many industries abroad has clearly been exploited by foreign countries
under the reductions in our tariffs granted in the trade agreements.

These facts are not offered to disparage foreign trade. International trade is
necessary and inevitable as exchange of goods takes place between countries
which produce goods that others need but do not themselves produce or do not
produce as economically. As production and resultant affluence increase in the
various countries, this international exchange of goods naturally tends to in-
crease. If there were free exchange of labor, money, and other economic factors
among the nations, free international trade would be as natural as it has become
among the states of this country. But that is now far from being the situation,
and adjustments must be made in our international trade economically and
realistically to reflect this fact. If the nations engaged in international trade
do not accept this practical necessity and make these adjustments with a reason-
able degree of understanding and willingness, then indeed serious strains will
develop and “retaliation” will become the name of the game. As the President
affirms in his message to the Congress on May 28 on the proposed Trade Agree-
ments Act of 1968, “Reciprocity and fair play are the essential standards for
international trade.” It is about time for us really to insist on these standards.

The essential point of all this is that, on the whole, the beneficial impact of our
foreign trade on our overall economy and the success of our foreign trade policy
have not been so overwhelming as to warrant the expansion of our exports to the
point where the accompanying increase in unneeded imports endanger important
segments of our economy. Stubborn adherence to some of the faulty principles of
our foreign trade policy have resulted in inequities which have hurt, in some
cases badly hurt, a number of domestic industries such as the brass mill industry,
not only by a decline in business, but just as importantly by restricting vital
growth. It has led to indifference and inertia on the part of government agencies
in recognizing the serious inroads of imports even in vital domestic industries,
and has resulted in unduly prolonged studies and investigations without definite
results. The general assumption appears to be that any industry seeking relief
from imports somehow has an ulterior motive not in the public interest.

DEFINITIVE ACTION AGAINST DUMPING IS IMPERATIVE

The Antidumping Act of 1921 recognized dumping for what it really is; a
discriminatory and therefore unfair trade practice involving sales by forelgn
vendors to buyers in this country at prices lower than they charge at home. This
interpretation of dumping is quite consistent with the structure of our domestic
laws and regulations against discriminatory pricing as being repugnant to fair
competition. But an idea that claims of dumping might and would be used as
a non-tariff barrier against imports has gradually developed. It has in recent
years apparently become one of the principal aspects of the dumping problem
as our latter-day foreign policy steadily edged toward international free trade.

95-159—68—pt. 5——35
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Over the years the enforcement of the Act has become quite ineffective and
the efforts to establish a finding of dumping under regulations implementing the
Act, a frustrating and futile experience. The available record of dumping cases
(1934-1967) illustrates this discouraging situation:

Total cases disposed of - - - - oo 496
Imports negligible or ceased. - - - o oo 117
Complaint withdrawn__ oo m oo 6
No sales at less than fair value_ - e 295
NO INJUTY oo oo mmemmmm e m e mmmmm—mm s 59

Total - o o e m e 477
Finding of dumping. - - e 19

Bither a law against dumping is not needed because this unfair practice is
really rarve (which many injured industries will certainly dispute!) or the law
as administered has been ineffective.

The brass mill industry has had two painful instances of how ineffective the
antidumping procedures can be, even when the Treasury Department has es-
tablished presumptive evidence of the price discrimination involved. In one case,
for example, copper tube was being sold in this country by a Canadian company
at a special discount not available to its Canadian customers. After several
years of investigation based on extensive evidence furnished by the domestic
industry, during which time, of course, the dumping continued, the Treasury
Department confirmed that dumping had occurred. It dismissed the complaint,
however, on the company’s assurance that dumping had ceased and relied on
its promise that it would not be resumed. There is evidence that dumping has
since recurred, although somewhat more subtlety managed. But no further action
appears practicable under present interpretation of the law and regulations.

‘A second case involved sheet copper from Yugoslavia, sold in this country at
a price offered regularly at ten percent below the competition. Its result was a
disastrous price demoralization in the concentrated markets in this country
where the Yugoslavian product was sold. As far as the domestic mills were con-
cerned, the prices which they had to lower drastically in a vain attempt to meet
this local competition, however, had to be generally offered in a far wider market
to avoid alleged price discrimination under our domestic laws. The Treasury
again made a preliminary finding of dumping, but ultimately dismissed the case
because it could not satisfy itself as to the price in Yugoslavia and had to de-
pend on prices in certain free countries abroad. Also, it reasoned that the
quantity involved was relatively small; related to the national market this was
true, but the Treasury disregarded the chain effect of the dumping on the entire.
domestic market. .

It was because of experiences of this kind that the brass mill industry strong-
1y supported the efforts of Senator Hartke and Congressman Herlong and more
than 100 fellow senators and congressmen in bills successively introduced in the
Congress since 1963, to make government action against dumping reasonably ef-
fective without opening the door to its possible misuse as a non-tariff barrier.
When in 1964 the Treasury did issue new regulations in apparent recognition of
the ineffectiveness of the antidumping procedure, these fell considerably short
of requirements. The conclusion still remains that remedial legislation is needed.
We must, therefore, repeat our urgent request that S. 1726 and the companion,
bills in the House be passed and so make the Antidumping Act what it should be;
an effective weapon against an exceedingly unfair trade practice.

Despite the fact that the Trade Expansion Act of 1962 gave our Kennedy
Round negotiation team no authority to deal with dumping, and notwithstanding
the adoption in 1966 of S. Con. Res. 100, stating it was the sense of the Congress
that no agreement or other arrangements applicable under the laws of the United
States should be entered into under the Trade Expansion Act of 1962 except in ac-
cordance with prior legislative authority delegated by the Congress, the so-called
International Antidumping Code was agreed to in the Kennedy Round, with an
effective date of July 1, 1968. In view of a general complaint that the Inter-
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national Antidumping Code was in serious conflict with the Antidumping Act
of 1921 and would tend even further to vitiate the effectiveness of our anti-
dumping procedure, S. Con. Res. 38 was introduced, stating it to be the sense
of Congress that the provisions of the International Antidumping Code are
inconsistent with, and in conflict with, the provisions of the Antidumping Act
of 1921; that the President should send the International Antidumping Code to
the Senate for its advice and consent; and that the provisions of the Interna-
tional Antidumping Code should become effective in the United States only at
the time specified in legislation enacted by the Congress to implement the Code.
An identical resolution, H. Con. Res. 447, has been referred to your Committee.

In a report requested by the Senate Finance Committee in connection with
S. Con. Res. 38, the Tariff Commission on March 13, 1968 gave as its three to two
majority opinion a confirmation of the fact that the International Antidumping
Code was inconsistent with, and in conflict with, the Antidumping Act of 1921
and could not be put into effect without appropriate legislation. Logically the
Commission would find it impossible to enforce the Code if it is allowed to go
into effect on July 1, 1968. Even the Tariff Commission minority, while disagree-
ing with the overall approach of the majority and recommending a case by case
determination, nevertheless agreed that where inconsistencies between the Code
and the Act occurred under this circumstances, the provisions of the Act should
prevail. Obviously without Congressional action, which the minority fails to
mention, its recommendation would be an invitation to further chaos.

In the meanwhile the Treasury published proposed extensive amendments to
its Antidumping Regulations to conform them to the International Antidumping
Code, and invited the written opinions of those interested. No report has been
made on the opinions received, but the Treasury has now issued amended Anti-
dumping Regulations (T. D. 66-148) which after purportedly giving due con-
sideration to these opinions, put the conforming regulations in effect on July 1,
1968. This date is only a short time ahead. Immediate Congressional action is
imperative to prevent the International Antidumping Code and the Treasury’s
new conforming regulations from going into effect as planned. Without such
action, the preemption by the Kennedy Round negotiators of the legislative
power to amend the Antidumping Act of 1921 without Congressional delegation,
would go unchallenged. The resultant legal complications as disputes over the
control of our antidumping procedure arose, together with the impracticability
of the required simultaneous consideration of the complaints by both the Treasury
and the Tariff Commission and the far more restricted interpretation of injury,
domestic industry, the market and other pertinent factors, would reduce even
further the already slim chance of effective remedial action in bonafide dumping
cases.

RECOMMENDATIONS

The experience of the brass mill industry with our foreign trade policy under
the circumstances and conditions related above, leads to its firm conviction that
a number of changes in this policy are imperative. Accordingly, we urge that the
following recommendations be given favorable consideration by the Committee.

1. Some Congressional directive is in order, requiring that our foreign mer-
chandise trade statistics be presented in such a way as to show accurately
what we have actually received for our commercial exports and what we have
paid for our imports landed in this country, on a businesslike basis. If the statis-
tical data issued by government are adjusted to reflect good commercial practice,
the alleged large surpluses in our merchandise foreign trade dramatically fade
away ; a far more realistic attitude toward our foreign trade policy would ensue
than is encouraged by the government’s foreign trade statistics as they are now
generally publicized.

2. Al tariff and non-tariff restrictions of all the countries which are members
of GATT should be catalogued and made available for review and adjustment on
a fair equivalent basis. A generally accepted international standard classification
of commodities would appear imperative to permit this to be done fairly and
effectively. l

3. Whether by direct amendment of the Trade Expansion Act of 1962 or by
appropriate provisions in the proposed Trade Expansion Act of 1968, it should be
made more readily possible for industries suffering actual injury from imports,
or threatened with such injury, to obtain prompt remedial action by the govern-
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ment. The availability of adjustment assistance offered in the Trade Expansion
Act of 1968 to companies and workers injured by imports is, of course, important
and desirable. It does not apply, however, to situations where the integrity of
whole industries or substantial parts thereof is threatened, and where these in-
dustries are too important in the domestic economy to be liquidated by transfer
of their management and workers to other fields. To provide for such situations,
it is recommended that the Trade Expansion Act of 1962 be amended in the
following respects:

(A) Sec. 201(b) (2) and Sec. 351(b) (1) should be augmented by adding:
“provided that a specific rate of duty existing on July 1, 1934 may be converted
to its ad valorem equivalent based on the value of imports of the article con-
cerned during the calendar year 1934, and the equivalent ad valorem rate of duty
thus determined may be increased by not more than 50 percent.”

This is quite essential to provide reasonable relief if this Section needs to be
invoked on behalf of an industry like the brass mill industry whose products are
largely on a specific duty basis. Taking as an example copper sheet and strip, in
1934 the average price of imports was 33 cents a pound and the duty 6.5 cents a
pound. The ad valorem equivalent would be 19.7 percent. In 1967, because of
inflation as well as reduction in duty, the average price of imports was 60 cents
a pound and the duty 2.95 cents a pound, or an ad valorem equivalent of 4.9
percent. If the maximum 50 percent permissible increase in tariff provided by
Sec. 201 (b) (2) and Sec. 351(b) (1) as presently worded had to be invoked, the
allowable increase in the tariff would be 3.25 cents, and the revised tariff would
be 9.75 cents, which would be only 16.2 percent on an ad valorem basis, or less
than in 1934. How discriminatory this would be if this same measure of relief
were granted a product on an ad valorem basis to begin with is indicated by the
fact that a 50 percent increase for that product would raise the tariff to 29.55
percent as against 19.7 percent in 1934, whereas for the brass mill product in this
example, the ad valorem equivalent duty would actually be lowered from the same
19.7 percent in 1934 to 16.2 percent!

(B) In Sec. 301(b) (1) the words “as a result in major part of concessions
granted under trade agreements” should be deleted for the same reason that it
is 1]19 Sec. 301(e) (1) and Sec. 301(c) (2) in the proposed Trade Expansion Act
of 1968.

(C) To Sec. 301(b) (2) should be added, as one of the economic factors to be
taken into consideration by the Tariff Commission as relevant to injury or
threatened injury to a domestic industry from increased imports, the words:
“decline in normal or prospective growth.”

4. For certain industries, as appears to be the accepted fact for some of our
agricultural products, quotas may be the only practical approach to prevent
injury from unneeded imports. Provision should therefore be made for such
relief, with certain criteria stated as presumptive evidence of actual or potential
injury. Such criteria might include the percentage that imports have taken of
the domestic market which the industry has the capacity to serve, and a ceiling
for imports which if exceeded would be economically untenable. Such criteria
might be incorporated in Sec. 852 (Orderly Marketing Agreements): by appro-
priate amendment, or by separate legislation.

5. In any further trade negotiations carried on under the Trade Expansion
Act, appropriately selected representatives from industry should be consulted
while the negotiations are in progress. They should preferably participate in
some manner in these negotiations. Industry representatives cannot be of any
practical service if they are not kept informed of the give and take during the
negotiations. Our attitude in this respect should be as realistic and business-like
as that of our foreign trading partners.

6. Prompt favorable action is needed in the amendment of the Antidumping
Act of 1921, such as is proposed in H.R. 408 (Mr. Conte) and a number of iden-
tical bills which have been introduced in the House (similar to 8. 1726 by Mr.
Hartke and co-sponsors in the Senate). Such action is quite necessary to provide
effective relief from the unfair trade practice of dumping, within the spirit and
intent of the Antidumping Act of 1921.

7. Finally and most important, immediate action needs to be taken on H. Con.
Res. 447 (companion resolution to S. Con. Res. 38) which states in effect that it
js the sense of the Congress that the International Antidumping Code be sub-
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mitted to Senate for advice and consent and that its provisions become effective
in the United States only at the time specified by appropriate legislation. As
July 1, 1968 is the date set for the International Antidumping Code to go into
effect, there is only a very short time left to avoid the confusion bordering on
chaos which would result from the conflict between the Antldumpmg Act of 1921
and the International Antidumping Code.

MEMBER COMPANIES, CoPPER & BRrRAsS FABRICATORS COUNCIL, INC.

Anaconda American Brass Company, 414 Meadow Street, Waterbury,

Connecticut 06702.

Bohn Aluminum & Brass Company, 1400 Lafayette Building, Detroit, Michigan

48226.

Bridgeport Brass Company, 30 Grant Street, Bridgeport, Connecticut 06602.
Bridgeport Rolling Mills Company, Bridgeport, Connecticut 06602.

The Bristol Brass Corporation, 580 Broad Street, Bristol, Connecticut. 06010.
Cerro ‘Copper & Brass Company, Division of Cerro Corporation, 16600 St. Clair

Avenue, Cleveland, Ohio 44110.

Chase Brass & Copper Co., Incorporated Tower East Building, 20600 Chagrin

Boulevard, Cleveland, Ohio 44122
Chicago Extruded Metals Company, 1821 South 54th Street, Cicero, Illinois

60650.

Hussey Metals Division, Copper Range Company, Leetsdale, Pennsylvania

15056.

The Miller Company, 99 Center Street, Meriden, Connecticut 06450.

Murdock Manufacturing Co., Inc., Scotch Plains, New Jersey 07076.

The National Copper & Smelting Co., 6075 Cochran Road, Solon, Ohio 44139,
New England Brass Company, Park Street, Taunton, Massachusetts 02780.
The New Haven Copper Company, Seymour, Connecticut 064883.

62821;11 Mathieson Chemical Corporation, Brass Division, East Alton, Illinois
Penn Brass & Copper Co., 3837 West 20th Street, Erie, Pennsylvania 16505.
Phelps Dodge Copper Products Corporatlon, 300 Park Avenue, New York New

York 10022.

Precision Tube Company, Inec., North Wales, Pennsylvania 19454.
Reading Tube Co., 350 Fifth Avenue, Empire State Building, New York, New

York 10001.

Revere Copper and Brass Incorporated, 230 Park Avenue, New York, New

York 10017.

Scovill Manufacturing Company, 99 Mill Street, Waterbury, Connecticut 06720.
Triangle Conduit & Cable Co., Inc., New Brunswick, New Jersey 08903.
Tubing Division, Robintech Incorporated, Mount Kisco, New York 10549.
Volco Brass & Copper Company Kenilworth, New Jersey 07033.

Oeggterbury Rolling Mills, Inc., East Aurora Street, Waterbury, Connecticut
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EXHIBIT E
COMPUTATION OF TARIFFS, TSUSA NO. 612.31, COPPER BARS AND SHEETS, AND STRIPS IN COILS

@ @ @ M 5) ®) @
I
. Staging Tariff by | ) As actually
: reductions actual Rounded to 1 rounded
Year authorized ~ computation ' decimal 2 In percent (Kennedy In percent
(Sec. 253)1  (cent/pound) (cent/pound) Round)*
(in percent) (cent/pound)
100 2.95 ... 100 2.95 100
90 2.655 2.7 90 2.5 85
80 2.360 2.4 80 2.3 78
70 2.065 | 2.1 70 2.0 68
60 1,770 1.8 60 1.7 58
50 1.475 1.5 50 1.4 47

1 Trade Expansion Act of 1962.
2 Normal method of rounding (See USASI Standard 225.1).
3 Advantage was here taken of Sec 254 of the Trade Expansion Act of 1962.

\
SEC. 254 RounpiNe AUTHORITY (Italic supplied)—

If the President determines that such action will simplify the computation
of the amount of duty imposed with respect to an article, he may exceed the
limitation provided by Section 201(b) (1) or 253 by not more than whichever of
the following is lesser :

(1) the difference between the lmntatmn and the next lower whole number,
or

(2) one-half of 1 percent ad valorem or an amount the ad valorem equivalent
of which is one-half of 1 percent.

Column (4) is obviously the simplest way to reduce the modified tariffs to
two-digit values. But the supposed simplification allowed by SEC. 254 and
actually used, Columns (6) and (7) required the following procedure:

Imports in 1965 :
Quantity (pounds) 21, 894, 891
Value $10, 075, 094
Value per pound (cents) : - 46. 016
%% ad valorem equals (cents) 0. 23008
Rounded to (cents) j —— 0. 230

90 percent of 2.95 cents (prior rate) equals 2.655 cents.

Permissible reduction computed asabove, 0.230 cents.

Reduced rate, 2.425 cents.

For two-digit limitation this would be 2.4 cents.

But 2.4 is less than the one-half percent ad valorem limitation on reduction,
so the amount had to be raised again to 2. 5 cents.

(This is a simplification?)

Apparently for the tariffs following 1968, the amounts as computed in Column
(3) were used, taking only the first two digits.
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: . ExHBIT H
“'FREE WORLD" FOREIGN TRADE!

[Dollar amounts in millions]

1958-60 average 1966

- Percent of Increase in
Foreign Percent of Foreign Percentof  1958-60  percentage

trade free world trade free world
trade trade

United States.__.._____.____..__.... $33,756 15.6 $55, 458 14.9 167.3 —0.7
Canada______ 10, 857 5.1 18, 867 5.1 173.8 .1
Latin America.__.___._ 16, 590 7.8 22,280 6.0 134.3 —1.8
European Common Marke 52,123 1245 , 260 28.5 203.9 4.0
European free trade area. 37,660 '17.7 61,370 16.5 163.0 —-1.2
Japan.__._________._.____ 7,171 3.4 19, 301 5.1 269.2 1.7
Balance of ‘‘free world'' trade.___.__. 54,843 25.9 89,264 23.9 162.8 -2.0

Total ““free world"’ trade....... 212, 400 .0 372,800 100.0 175.5 oo

N
o
1=

! “Free world”" does not include Albania, Bulgaria, China (mainland), Czechoslavia, East Germany, Hungary, Poland,
Mongolia, North Korea, North Vietnam, Rumania, and U.S.S.R., but it does include Yugoslavia.

Sources: Year Book of International Trade Statistics, United Nations Monthly Bullstin of Statistics, United Nations.
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CONGRESS OF THE UNITED STATES,
[ HOUSE OF REPRESENTATIVES,
Washington, D.C., July 12, 1968.
Hon. WiLBUR D. MILLS,
Chairman, House Ways and Means Committee,
Washington, D.C.

DEAR CHAIRMAN MILrs: I would greatly appreciate your making the attached
telegraphed message a part of the written testimony dealing with tariffs. My
constituent, Rudolph 8. Wood, Vice President, Sales, M. & R. Refractory Metals,
Inc., supports, specifically, my leglslatlon, H R. 522, regarding duty free im-
por tat10n of molybdenum.

I would appreciate your conwderatmn of this testimony.

Very sincerely,
FLORENCE P. DWYER,
Member of Congress.

SPRINGFIELD, N.J., July 11, 19G8.
Hon. FLORENCE P. DWYER,
Rayburn House Office Building,
Washington, D.C. I

DEear Mapanm: Thank you for your letter of July 3 and for your efforts on
our behalf,

We appreciate this opportunity to precent our written testimony to the Ways
and Means Committee.

With regard to your bill No. H.R. 522 we offer the following comments in
support of the removal of the duty on molyhdenum concentrate:

1. The molybdenum industry is no longer the vulnerable infant that it was in
1930 and the tariff has outlived its usefulness.

2. The present tariffs on molybdenum serve only to insulate mining interests
from domestic as well as foreign competition. Thus, it further indirectly sub-
sidizes an industry which is already enjoying substantial benefits from depletion
allowances and stockpile purchases.

There are two producers of prime molybdenum concentrate in the United
States—the Climax Molybdenum Company and the Molybdenum Corporation of
America. Climax produces abuot 57,000,000 pounds of molybdenum annually
and the Molybdenum Corporation about 10,000,000 pounds. The United States
consumes about 52,000,000 pounds per year. In general, neither Climax nor
Molybdenum Corporation will sell concentrate to converters or, indeed, to any-
one else in the United States. Climax does sell such concentrate to proces%ors
abroad.

3. Molybdenum is also produced as a by-product of copper mining. There are
two fairly substantial sources of such by-product concentrate which is suitable
for some metallurgical applications—the Kennecott Corporation and the Duval
Corporation. Neither of these sells concentrates to converters. This refusal to sell
concentrates to processors or converters on the part of the above-mentioned
corporations permits them to reserve the market for the most important molyb-
denum material, technical grade molybdic oxide, to themselves. Incidentally, the
price for technical grade oxide from all sources, by-product and otherwise, is
exactly the same.

There are other productions of by-product molybdenum concentrate. However,
that which is offered for sale is highly contaminated with copper and other
impurities and requires additional processing in order to make it suitable for
most metallurgical applications. As a direct result of the inability of processors
to purchase suitable concentrate, the mining companies are insulated from com-
petition. For instance, such strategically important commodities as purified
molybdic oxide and purified molybdenite concentrate are produced only by
Climax. So long as the restrictive practices of the mining industry, with respect
to the sale of molybdenum concentrate, are permitted to continue, and so long
as the tariff protects them from potentially aggressive competition, both with
respect to price and technology, the industry must depend upon these interests
for any improvements in either technology or pricing. No technological break-
throughs can ever be exploited to the advantage of the Nation as a whole.

The GSA is the only other domestic source of prime molybdenum concentrate,
and it can hardly be considered a permanent source. Moreover, the GSA imposes
export restrictions which make it impossible for converters like ourselves to take
advantage of export opportunities. The restrictions against the export of such
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products as ferromolybdenum, molybdenum trioxide, molybdenum pellets and
powder, when made from stockpile concentrate, seem to serve only the interests
of a few mining companies. So, too, does the tariff on imported concentrate.

M. & R. REFRACTORY METALS, INC.
R. S. Woob, Vice President,

Texas Gurr SurpHUR Co.,
: New York, N.Y., July 9, 1968.
Congressman WILBUR D. MILLS,
Chairman of the Ways and Means Committee,
House of Representatives, Washington, D.C.

DEAR CONGRESSMAN Mrris: We understand that the Ways and Means Com-
mittee, of which you are Chairman, are holding hearings in connection with
import quotas on lead and zinc. As a U.S. corporation operating a large zine,
lead and copper mine in Canada we would like to join with The Mining Asso-
ciation of Canada in expressing our concern over the establishment of quotas.

We are attaching a copy of a statement prepared by The Mining Association
of Canada which expresses our views exactly on the subject.

As one of the larger producers of elemental sulphur in the U.S. and Canada,
the elemental basic materials which moves freely from one country to another
without restrictive tariffs or quotas, we cannot help but feel that lead and zinc
and other basic raw materials should fall into the same category.

Your careful consideration of the attached is respectively requested.*

Yours sincerely,
A. NELSON MYERS,
Vice President, Marketing.

(Whereupon, at 6:25 p.m., the committee adjourned, to reconvene
at 10 a.m., Wednesday, June 19, 1968.)

1NoTE: The statement of the Mining Association of Canada is retained in the files of
the Committee but has not been included in the hearing because of the Committee’s rule
concerning the receipt of testimony from foreign associations.

O



