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IMPORTATION OF RHODESIAN CHROME

THURSDAY, SEPTEMBER 8, 1973

UNITED STATES SENATE,
SUBCOMMITTEE ON AFRICAN AFFAIRS,

oF THE CoMMITTEE oN Foreigy RELATIONS,
Washington, D.C,

The subcommittee met, pursuant to notice, at 10:35 a.m., in Room
4221, Dirksen Senate Office Building, Senator Gale W. McGee pre-
giding.

Present: Senators McGee and Humphrey.

Senator McGEE. The committee will come to order.

OPENING STATEMENT

As the junior senator from Minnesota, I am delighted to preside
over this hearing. Seriously, Senator Humphrey is carrying the ball in
another hearing at the same time on foreign aid, and as the former
chairman of this subcommittee and its ranking member [ am delighted
to have the opportunity to fill in so that Senator Humphrey can strike
blows for both of us in behalf of the foreign assistance program which is
pending before the Finance Committee this morning.

Qur purpose in this hearing is to re-examine again American ﬁolicy
that places us in the unique role of being the only nation in the or-
ganized world community that has done violence to its commitments
under the United Nations in repealing our role in the U.N. eiabargo
on Rhodesia several years ago.

[The text of S, 1868 and executive branch comments follow ]

[8. 18688, 834 Cong., first gess. ]

A BILL To amend the United Nations Partlcipation Act of 1945 to halt the impertatiow
of Rhedesian chrome and to restore the Unlted States to 1tz position az a law-abiding
member of the international community

Be it enacted by the Senate and House of Represenlatives of the Uniled States of
"America in Cangress assembled, That gsection 5(a) of the Unitcd Nations Participa-
tion Aet of 1945 (22 T.8.C. 287¢(a}) is amended by adding at the end thereof the
following new sentence: “Section 10 of the Strategic and Critical Materials Stock
Piling Act (60 Stat. 596; 50 U.3.C. 98-98h)} shall not apply to prohibitions or
regulations established under the authority of this section.”.

DIEPARTMENT OF STATE,
Washington, D.C., July 28, 1973.
Hon. J. W. FursriguT,
Chairman, Commitiee on Foreign Relations,
U.S. Senale.

Dear Mg. CramrMan: The Secretary has asked me to reply to your letter of
June 1, 1973 requestin% coordinated Executive Branch comments on S. 1868, a
bill to amend the UN Participation Act of 1945 so that any subsequent actionsg
guch as the Byrd Amendment will be inapplicable insofar as they are not in
accord with our obligations under the 1945 Act. :

(1)
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The Department of State fully supports enactment of 8. 1868. The Department
opposed the enactment of Section 503 of the Military Procurement Act of 1971
(commonly known as the Byrd Amendment) and supported an atiempt to repeal
it in 1972. The amendment hasg not been justified either on legal or practical
grounds. It is inconsistent with U.S. international obligations, a serious step not
in our view warranted by the circumstances. The original strategic rationale on
which it was based has not been borne out by events. Qur imports of Soviet
chrome ore have actually increased since passage. Qur strategic needs are more
than satisfied, so much so that we are currently requesting authority from the
Congress to release from the stockpile large quantities of chrome ore and ferro-
chrome, the leading Rhodesian exports to the United States. All our strategic
stockpile holdings of nickel, another of our major imports from Rhodesia, are
now being released.

Trends in the United Nations aceentuate the need for passage of S. 1868. The
United States has long supported effort in the UN to make sanctions more effec-
tive. At the same time, we have repeatedly deplored the double standard which
makes our imports the subject of unfair attention while other nations continue
large-scale trade with Rhodesia in violation of or indifference to the requirements
of the sanctions efforts.

This situation is changing. In recent meetings, members of the Security Council
have shown a new willingness to consider practical measures to make the sanctions
program more effective. While we consider this an entirely laudable development,
we must also recognize that our imports can only become more of a subject of
attention and more of an interrnational embarrassment if others are seen to he
making cfforts to improve the level of their adhercnee to the prograin.

The Department of State therefore recommends that the Congress move ex-
peditiously to adopt S. 1868, It would greatly reaffirm the position of good faith that
the United States has long maintained in its international relations, It would undo
the harm which imports of Rhodesian materials under the Byrd Amendment have
brought to our position in the UUnited Nations, to our pursuii of the rule of law and
to thle credibility of our commitment to the self-determination and cquality of all
peoples.

The Office of Management and Budget advised that from the standpoint of the
Administration’s program there is no objection to the submission of this report. -

Sincerely yours,
Magrsuarn WRIGHT,
Assistant Secretary for Congressional Relations.

Senator McGeE. My staff has prepared a very detailed recitation
of the history of this question, its complications, and where we are
now. Rather than take time in the hearing itself, I will make that a
part of the record at this time.

[The statement referred to follows:]

PREPARED STATEMENT OF SENATOR GaLE W. McGEeEk

In the 20 monihs since the U.8. Congress voted to violate U.N. economic sanc-
tions against Rlhodesia, significant events have occurred which make it vital for
this nation to be placed back into compliance with the sanctions.

It is for these reasons that I, and 29 of my colleaguces, have introduced legisla-
tion which would place us back in compliance with the sanctions.

The decision of the U.8, Congress to place this nation in violation of the sanc-
tions has been the subject of intense study on the part of mnany organizations and
groups. Two of the most outstanding analyses of the ramifications of U.S. violation
of the sanctions are to be found in a [United Nations Association of the U.S.A.
study compiled by the Student and Young Adult Division, which was released
this last spring, and an interim report just recently released by the Carnegie
Endowment for International Peace. We believe these studies to he extremely
helpful in defining the issues involved in the sanctions question; and therefore,
we will have both reports published as a part of the hearing record.

The basic underlying concerns of our effort to restore U.8. compliance with
panctions against Rhodesia remain the same as they were two years ago. Our
unilateral and formal violation of sanctions has seriously damaged our longtime
support for human rights and self-determination, and the peaceful resolution of
international conflicts. We stand in violation of a treaty commitment, and this
fact has seriously tarnished our credibility within the international community.
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In elffect., we have broken our word—a fact which is not taken lightly around the
world.

The United States has long supported nonviolent resolution of conflicts. We
supported U.N. economic sanctions against Rhodesia as an alternative to a
violent solution and as a form of pressure on the Ian Smith regime to negotiate a
new basis for independence from Great Britain.

Thus, our first coneern deals with the international ramifications of our violation
of the sanctions. Today, Rhodesia is not only closer to open and protracted war-
fare, but also, the whole of southern Afriea could be drawn into racial conflict
unless the Rhodesian guestion is resolved.

If Rhodesia does beeome the scene of violent racial confliet, there ig little hope
that violence will be contained. There hawve already been border skirmishes
between Zambia and Rhondesia, the miovement of the Republic of South African
police inta Rhodesia {o help maintain order, an increased incidence of liberation
movement activity, and government retaliation in the British colony, In effect,
the action by the United States Congress in the past two years has served to
impede efforts of both moderate blacks and whites to achicve an equitable settle-
ment. Therefore, we believe that a Congressional regtoration of the sanctions and
our backing of U.N. efforts to enforee more strictly existing sanctions is erucial,
at this time, to tip the scales in favor of a peaccful settlement.

Second, although there have heen covert violations of the sanctions against
Rhodesia sinee they were implemented, the United States remains the only nation
in the world to agree (o compliance first, and then formally and unilaterally to
break with the international communily on this question. This factor has been
detrimental to our credihility within the international community.

If U.8. domestic industries paid a marginal price for our compliance with
sanctions, while other nations allowed their industries to purchase Rhodesian
chrome covertly, then it is entirely within our {radition and heritage 23 2 natior.
We hold ourselves to be the world’s leading democracy and to maintain that
position means that we must exercise responsible leadership both domestically and
internationally.

Third, two years ago, proponents of our violation of the sanctions elaimed that
Great Britian would pull the rug out from under the United States by calling upon
the U.N. to withdraw the sanctions resclution. Yet, the direct opposite has
occurred. Not only has Great Britain called upon the international community to
cooperate in a more stringent enforeement of the sanctions, but it also has upped
the ante for independence by requiring the Smith regime to come to terms with
the IRlhodesian blacks, who comprise 95 per cent of the population, before a
settlement can be achieved.

Fourth, according to published accounts, even the business community within
Rhodesgia is becoming increasingly concerned over the continued isolation of the
Smith government from the international community. The continued T8,
violation of the sanctions remains ihe only leverage the Smith regime holds at
thiz time and affords him the weapon to resist efforts from moderate whites
within his own country to liberalize his policies. The U.S, viclation of the sanctions
has stymiocd the forces of moderation by bringing some relief to what has become a
serious foreign-exchange carnings problem for Rhodesia.,

It was Smith’s belief that the U.3. vielation of the saactions would have a
snowballing effect and it would be just a matter of time before other nations
would follow suit. Quite the contrary has oceurred, This spring, the United Nations
Security Council took the added step of tightening the sanctions program against
Rhodesia. As a consequence, the U.8. international position has become in-
creasingly embarrassing,

Fifth, one of the principal arguments in favor of our viclation of the sanctions
forused on our alleged reliance upon Soviet Russia (a potential enemy) for a
critical and strategic material (chrome). Yet, in spite of our importation of
chrome from Rhodesia for a period of 20 months, our imports from Soviet Russia
have not decreased onc ton, but rather have increased. On the other hand, imports
from our other principal supplier of chrome, Turkey (which is an ally), have
decreased substantially,

On June 26, 1973, Mr. Peter M. Flanigan, Assistant to the President for Inter-
national Eeonomic Affairs, belittled the “national security’ argument by peinting
out: :

‘‘Access to Rhodesian chrome and other minerals is not an important element
in U.8. Security or our overall economic policy given: (1) the substantial excess
of our stockpile resources and (2) the comparatively minor amounis we actually
import from Rhodesia.”
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Furiher, the assertion we are fully dependent upon foreign sources for a very
vital metal is also misleading., We presently have some 5.3 million tons of metal-
lurgical grade chrome in our strategic stockpile. The Administration has already
announced there is no longer a need for maintaining such huge amounts of stra-
tegic metals in the national stockpile and has offered legislation which would
release all but 500,000 tons from the stockpile. In addition, some 900,000 tons. of
metallurgical grade chrome have been sitting in our national stockpile looking for
a buyer for two ycars. ’

A further refutation of the "national security”™ argument came in the form of a
letter from W, P, Clements, Jr., Deputy Secretary of Defense, who, on July 20,
1973, pointed out:

“ . . the metallurgical grade chromite nceded by industry to supporf the
Defense Department’s steel requirement during the first year of a war amounts
to 128,300 short tons, or 2.3%; of the quantity held in the inventory as of 31
December 1972, Thus, it can be seen that the Defense requirement for metal-
lurgical grade chromite is rclatively small, and that the bulk of the stockpile
inventory would be used by the non-defense industry in the event of an emergency.

Sixth, it has been claimed that Rhodesian ore is considered to be of the highest
quality available by those who support continued violation of the sanctions,
However, our own government experts state that by any standard, be it chrome
ore deposit formation, chrome ore content, or availability on short notice, Rhode-
gian chrome is inferior to Soviet Russian and, in many cases, Turkish ore. The
best proof of this is the continued increase of American industrial consumption of
Soviet chrome ore.

Seventh, it has been alleged that Rusgian chrome, which has been imported into
the United States, ig nothing more than Rhodesian chrome transshipped. The
basis of this claim was a test conducted by the Crueible Steel Division of Colt
Industries. The Colt analysis utilized an electron microprobe in search of titanium
content in the chromite. Colt claimed that low titanium content (a Rhodesian
chrome ore characteristic) had also been found in Soviet Russian ore being im-
ported into the U.8., leading them to conclude Russian ore was nothing more than
Rhodesian ore transshipped.

However, the U.8. Geological Survey refuted the claim two years ago, even
though Colt still advances this argument. USGS scientists stated that fitanium
content alone was not the hasis for determining the origin of the ore. According to
the UBGS, such a determination is based upon a combination of physicial char-
acteristics, content of chromium and iron oxides, eommercial value of the ores,
Eecords of production from Rhodesian mines, and the geology of Russian chromite

eposits.
- The UBGS also noted the ore that Colt Industries claimed to be tmnsshjpped
Rhodesian ore contained only an average of 38 percent chromium oxide—‘far
below that of the Rhodesian ore that is supplied to the world market.”” For these
reasons, the USGS stated unequivocally that Rhodesian ore was not being
transshipped through Russia to the U.S. Further, the US(S stated that Russian
ore with similar titanium content as Rhodesian ore actually comes from the Urals
and is known as Saranovskaya ore, or low-grade Russian ore. '

In light of this refutation by the U.S. Geological SBurvey of Colt’s claim that
Rhodesian ore was being transshipped through Russia, we are now being con-
fronted with rumorg that Soviet Russia is buying Rhodesian chrome for their
own use and selling us Russian chrome. Again, no evidence has been offered to
substantiate this claim. While the United Nations has been able to target those
nations who are covertly violating sanctions against Rhodesia, there is no evidence
the Soviets are doing so. Thus, once again, we are confronted with allegations and
rumors which are not based upon fact. We are confronted with misrepresentations
in an effort to coerce the Congress of the United States into continuing thig
nation’s violation of U.N. sanctions against Rhodesia. .

Eighth, proponents of our violation of the sanctions, for the past two years
have also stressed the economic consequences of eontinued compliance with the
sanctions, We were told that the price of metallurgical grade chrome had risen sub-
stantially since the embargo in 1968; and the Russians, in particular, were able to
inflate their prices because Rhodesian chrome was not available to TS, buyers. .

However, a study rccently completed by an analyst in the Foreign Affairs
Divigion of the Congressional Research Service, Library of Congress, noted the

rice of chrome, including that of Rhodesian chrome, had increaed in recent years,

e analyst pointed out the increase was due as much to an increase in demand
for chrome and the general upward shift in the prices of raw material, as to the
effects of economic sanctions. The study noted the rise in world chrome prices
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began in 1964, before the imposition of the sanctions. This was attributed to the
fact that in the 1950s, large 17.8. stockpile purchases, primarily from Turkey, in-
flated the chrome prices. When these purchases ceased in 1958, prices began to
rise as the ore surplus was being depleted. At the same time, world production of
stainless steel began {o increase at a rapid rate, especially in Japan and West
(Germany. AccorJ'ing ta the stndy, it was this new demand for chrome ore which
alzo contributed to the upward trend in prices. S

~ The study continued: “These factors, which began pushing ore prices upward
in 1963, have continued through 1972, :

The price U.8. industry pays for ehromium imports is a very complex gystem.
It depends upon the method of computation as to whether the prices for the
imports are quoted prices or actual prices paid. However, for present purposes,
we will utilize data obtained from the U.S. Department of Commerce’s monthly
publication entitled: Imports, commodity by couniry. The Department of Commerce
cormmputes the average price figure which is obtained by dividing the value of
imports by their quantity. Later on in our statement, we will include an analysis
of the pricing system as compiled by the Carncgie Endowment.,

We have attached an appendix to our statement which is a series of charts
compiled from Department of Commeree data showing imports of chrome and
ferrochrome prior to our violation of the sanctions (1971) and after our violation
of the sanctions (1972). Charts A, B and C deal with imports of metallurgical,
chemical, and refractory grade chrome, in that order. Chart 1) deals with imports
of low carbon content ferrochrome and chart E with imports of high carbon
content ferrochrome.

In looking at Chart A, we found that in 1971, the price of metallurgical grade
chrome from the Soviet Union averaged $76.93 per ton; from Turkey, $79.93
per ton; and from Pakistan, $67.60 per ton. In 1972, the first year of U.8. violation
of the sanctions, we found the cost of metallurgical grade chrome from Soviet
Russia averaged $73.00 per ton; from Turkey, $60.35 per ton; from Pakistan,
§77.75 per ton, Rhodesia averaged $67.09 per Lon, However, the Rhodesian price
average is somewhat misleading. For example, our initial shipment of Rhodesian
chrome came in March 1972, at a price of $49.48 per toh. Yet, just two months-
later, we paid $83.65 per ton, and in December of 1972, we again purchased
Rhodesian chrome for $83.65 a ton. Again, in looking at chart A, for the first

uarter of 1973, we paid Russia $48.16 a ton for metallurgical grade chrome;
urkey $93.17 per ton; and Rhodesia $62.38 per ton.

Thus, the evidence seems very clear that the rule of supply and demand plays
the overriding role in the price of chrome as it does with any other metal.

The Library of Congress study noted: “The price of Soviet chrome increased
188 percent botween 1965 and 1970. However, the Soviet Union produces the
highest grade chrome available. Lower quality chromite from other areas of the
world also has inereased in price more orless proportionately to that for Soviet ore.”

The Carnegie study, on page 19, pointed out: . . . because Russian ore is of
a generally higher chromic oxide eontent than either Rhodesian, South African,
or Turkish ore, it merits a somewhat higher price per ton. Similarly, because South
Africa’s metallurgical grade chromite is generally of lower quality, it is priced
lower than that of our other major foreign suppliers.”

Bo, the past two years we have had supporters of our violation of the sanctions
playing the numbcrs’ game. We heard claims thai the Russians were gouging us
on chrome prices because of the sanctions against Rhodesia. However, these same
individuals made o mention of the fact that in 1965, we were paying around $40
a ton for metallurgical grade chromite from Rhodesia, while in 1972, we paid
$67.00 a ton, This represents a 168 percent increase. Again, the basis of this com-~
parison can be found in U.8. Department of Commerce data.

To give a further exainple of how misleading the numbers gaine is, let us take
a look at chemical grade chrome (which is a middle grade). In 1968, Rhodesia
gold us chemical grade chrome for $30.51 per ton. However, in 1972, the Rhodesians
were charging us $83.25 per iton (see chart B) for chemical grade chromite. This
represented an increasc of nearly 287 percent in just a four-year period.

According to U.8. Department of Commerce data, the price of Rhodesian
chrome for all grades from 1961 until 1968 was consistently higher per ton than
the Soviet Russian chrome.

Contrary to claims that the sanctions were making the United States increas-
ingly reliant upon a potential enemy {Russia} for a strategic metal {chrome), the
surge in Russian imports came atong before sanctions were implemented. Again,
using the U.8. Department of Commerce as our source, we found that in 1961,
we imported only 4.7 percent of our chrome from Soviet Rusgia while Rhodesia



6

had 47.2 percent of our market. In 1963, the Soviet Russian imports jumped to
38.3 percent, while imports from Rhodesia decreased to 39.7 percent. By 1967
(the year before sanctions), our imports from SBoviet Russia had increased to 58
percent, while imports from Rhodesia had declined to 17.6 perecent. Thus, the
upsurge in imports from Soviet Russia cannot be attributed to the sanctions
against Rhodesia, but rather to what the Library of Congress study pointed out:
“. . . the Soviet Union produces the highest grade chrome available.”

As we indicated earlier in our statement, the price U.8. industries must pay for
chrome imports depends upon the method of computation. Aecording to the Carne-
gie study, it is difficult to compare Soviet chrome ore prices before and after 1971.

The study noted:

“First of all, the quoted price has heen changed from a ‘delivered price’ (in-
eluding transportation charges) used up to 1971, to a ‘shipping point price’ {where

transportation costs arc not included in the quotation) starting in 1971. Secondly,
the guaranteed chronic oxide content of the ore has heen altered in the 1965-1971
period. For example, in 1965 the USSR price was for 55 percent. chromic oxide ore;
in 1971, however, the guaranteed chromic oxide content was only 489;. Conse-
sequently, no accurate comparison ean be made of Russian quoted prices without
taking these significant differences into accouat: we will therefore only preseat a
general comparison here. In 1965, the quoted price for Soviet chromne ore—=55 %
chromic oxide, delivered to U.8. Atlantic ports—was $30.50-$33 per long ton. In
1971, the price was $51.50-855 per ton with the important differences that I) the
tons werc not metric; 2} the chrome ore was only guaranteed 48 percent chromic
oxide and, 3) the price did not include shipping eosts. According to John Morning
of the U.S8. Bureau of Mines the 1971 Russian price would have been about 370
per long ton if calculated in 1965 terms. Similarly, the 1972 quoted prices, which
decreased to $45-$46.50 per ton, would be about $60 per ton'in 1965 terms.”

Ninth, it was claimed by supporters of the sancetions violation that commtries like
Japan and West Germany were covertly violnting the sanctions. As & conse-
quence, they were using cheap Rhodesian chrome to make their own cheap ferro-
chrome and stainicss steel for export to the United States, thus threatening U.8.
jobs in the ferrochrome and stainless steel industries.

W will now take a look at the domestic ferrochrome industry since the sanctions
violation went into effect.

Faote Mineral Company, a principal lobbyist in 1971 for breaking the sanctions
against Rbodesia, was the first to fecl the detrimental impact of the new law. On
December 13, 1972, it announced il was closing the plant in Steubenville, Ohio,
which had received one of the first shipments of Rhodesian chrome ore. Foote gave
the following reagon for the closure:

“The domestic ferrochrome industry has been forced to reduce selling prices
in order to combat the low-priced imports which have taken ag much as 50 percent
of the domestic low-carbon ferrochrome market this year.”

In the December 18, 1472, issue of Metals Weck, it was pointed out that Foote
had decided to shut down two additional plants and go out of the ferrochrome
business completely. One plani is in Wenatchee, Washington, and the other in
Kemballton, Virginia. The three plants accounted for 24 per cent of Foote's total
business for 1972,

Metals Week went on to point out:

“"Steubenville’s problems were compounded by rising power costs and power
outages. But, despite a recent interest expressed by the firm in producing charge
chrome, the cutthroat competition in ferrochrome pricing undoubtedly played as
gignificant 4 role in Foote’s deecision as did the troubles at the plant. Low-priced
imports, primarily from South Africa, have heen at an all-time high this year—
eatimated at some 509, of U.8. consumption. Imported prices are reportedly even
below 1I.S. production costs in certain cases, making it increasingly difficult for
the domestic industry to compete. The competition has heen intesified by a change
in emphasis away from low-carbon produets and into high-earbion and low-carbon
charge chrome—the result of mounting South African production and stainless
steel tecchnology which permits the usc of lower-grade materal.”

Metals Week noted this interesling development.:

“One highly placed source believes the problem lies deeper, however, originating
with a ‘considerable dislocation of the historical patterns of ferrochrome.’ Until
last year, this cxpert reasons, the U.8. maintained a striet adherence to the UN
sanctions against Rhodesia, making the Rhodesians very seleetive and independent
ahout selling ore. At the same time, Ithodesia and South Africa-—which have main-
tained a traditional strong bond, acecessing low-cost and high-grade ore sources to
both—are now seeking to produce and sell chronie alloys rather than ore. As a
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result, South African ferrochrome production has expanded to an estimated 500,-
000 tons per year by yearend and Rhodesia is slated to triple its own capacity in
the next 18 months to 400,000 tpy."”

Foote was not alone, as America’s fourth largest producer of ferrochrome
(behind Airco Alloys, Union Carbide and Foote), Ohio Ferroalloys, cited severe
Price erosion and loss of its profits in its decision to suspend ferrochrome operations
‘until such time ag the market price on this product might return to a reasonable
level that would allow a profit.”’ This announcement was made in September 1972,
but by the year’s end, the temporary suspension had become a permanent decision.
Ohio Ferroalloys then announced it would produce materials “more profitable
than ferroherome’ at ita plant in Brilliant, Ohio. In the words of company President
R. L. Cunningham: “We are closing down because we could not compete with
prices quoted by the South African and Rhodesian exporters.”

As a result, the Carnegie study pointed out; ““This surge of low-cost imports of
ferrochrome from Rhodesia has done more harm to American industry than any of
the chrome ore-related hardships——real and hmagined—that occurred during the
period of the sanctions.”

Carnegie said the closing of the Foote meant the logs of 313 American johs.

Thus, 20 months after Congressional approval of the sanctions violation went
into effect, the American ferrochrome industry has lost two of its four principal
producers. In thig eonnection, the Ferroalloys Association filed a petition before
the Tariff Commission in May of this yvear asking for relief from imports including
ferrochrome, The petition emphasized that: “Unless aid is fortheoming soon it will
ounly be a matter of time until almost all domestic production of ferrochrome and
chromium metal will cease and the bulk of our country’s requirements will be sup-
plied from and dependent on foreign production.”’

Once again, let us take a look at U.S, Department of Commerce data. In 1971,
(see chart 13}, U.B. imports of ferrachrome containing not over 3 percent carbon
totaled 58 million pounds, In 1972, when the U.S. was in violation of the sanctlions,
imports of low carbon ferrochrome inereased by 42.9 million pounds or 73.8 per-
cent. The major increases came from South Africa (9.2 million pounds) and Japan
(10 million pounds). Yet, lthodesia contributed more than 4.4 million pounds of
low-carbon ferrochrome imports to this in 1973.

A look at chart 1% reveals that ferrochromium imports of more than 3 percent
carbon increased by 36.7 percent in 1972 over 1971, The Republic of South Africa
contributed more than 24 million pounds to this increase. In 1972, we imported
13.6 million pounds from Rhodesia. In the first quarter of 1973, we imported 50
million pounds of high carbon ferrochrome (only 10 million pounds less than our
total for all of 1971} with Rhodesia alone accounting for more than 35 percent of
these imports,

The Carnegie study notes: “Together, Rhodesian and South African low-cost
ferrochm’me has provided 77 percent of s imports of high-carbon ferrochrome
in 3973

Thus, while the violation of the sanctions brought a flood of ferrochrome imports
into the U.R., we only imported 12 percent of our total chrome imports in 1972
from Rhodesia.

Once again, quoting from the Carncgic study:

“It is important to remember in all this just why Rhodesian and South African
ferrochrome is s0 much cheaper. Not only are the lack of pollution controls and
the proximity to the raw maierinl—chrome—important in keeping costs low in
southern Africa. Equally important is the faet that labor unions are almost
unheard of and the mostly-African lahor force in both countries are paid very
lew wages for their work in the mines and the ferrochrome processing plants,
It is the apartheid and cheap labor systems which allow companies like Union
Carbide to produce ferroehrome so much more cheaply in southern Africa,”

Another interesting point made by the Carnegie study is the following:

“If companies like TFoote Mineral and Ohio Ferroalloys were oblivious to the
potential impact of the amendment (Lo violate sanctions), the Rhodesian regime
could ot have heen, From their perspeetive, it is much more attractive to sell
ferrochrome to the American market than raw clirome ore; the return on ferro-
chrome is about five times that for chrome ore. For instance, according to the
U.8. Treasury Department, the TJ.8. imported about 92,000 tons of ehrome ore
worth §2,822,930 from Southern Rhodesia from January 24, 1972, to January 11,
1973. At the same time, we imported just over 18,000 tons of finished high-carbon
ferrochrome from Rhodesia worth almost exactly the same amount—#2,990,713.”

In this connection, Mr. Fred ("Mara of Union Carbide, who will be testifying
before our subcommittee today, observed in the July 14, 1973, issuc of Business
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Week that: “Inevitably, Carbide will be forced to move its ferrochrome pro-
duction in order to compete.”’ .

The Carnegie study went on to point out:

“Unien Carbide owns not only chrome mines in Rhodesia, but also a large
ferrochrome processing operation there called Union Carbide Rhomet—which
provides jobs to 717 employes. In addition, the company is reportedly exploring
possibilities of investing in South African ferrochrome facilities. Thus, unlike
other smaller American firms which produce ferrochrome, Carbide may not lose
out in the long run as the domestic ferrochrome industry suffers.”’

Thus, we have the present situation whereby two of the top four ferrochromium
producers in this nation are going out of the business of ferrochromium production.
A third, Union Carbide, says it is going to have to close down domestic production
and move its ferrochrome production overscas. We are wseeing the export of
American jobs overseas.

Tenth involves the claim on the part of industry spokesmen that they needed
access to metallurgical grode Rhodesian chrome, since the prineiple world sources
were Rhodesia and Russia {who was allegedly gouging us becanse of the sanctions).

However, the Carnegie study once again notes:

#Until recently the stainless stecl industry has consumed primarily low-carbon
ferrochrome. However, a new argon-oxygen decarburization process (AQD) has
resitlted in a shift to lower priced, high carbon or ‘charge’ ferrochrome, since more
carhon can be removed in the steelmaking process itself with AOD. Industry
officials estimate that low-carbon ferrochrome will be used less and less in the
future.”

The Finnish experience is the most striking in this regard. According to the
United Nations Association study, prior to 1969, Finland was a chromium and
ferrochromium importing nation. However, in 1965, the Finns decided to apply
their technology to production of metallurgical grade chromite from their domestic
low grade ores which amounted to 37 million tons. As o conscquenee, we now sce
Finland as a major exporter of (errochromium (see chart E). In 1971, the U.S.
jmported nearly 11 million pounds of high carbon ferrnchromium and over 7.2
million in 1972. The prices to U.8. industrial users of ferrochrome for the Finnish
product was the lowest in the world. In 1972, the Finns undercut the Rhodesians
by 25 per cent in price.

It is estimated, according to the UNA study, to be nearly three billion tons
of chromite deposits in the world, with 500 million tons considered to be of
metallurgical grade. The point is, with new technology, access to Rhodesian
chrome is not & necessary element in the health of the U.S. Stainless Steel Industry,
but it has been detrimental to our domestic ferrochromium industry.

It must also be noted at this point that the eredit for the upturn in the com-
petitivencss of the American steel induslry is due primarily to the new set of
Yoluntary Restraint Agreoments negotiated in 1971 (the 1968 Agrecments had
only limited tons of steel thus causing foreign producers to shift to stainless steel
exports), and the late 1971 devaluation of the dollar whieh made foreign steel
more expensive.

Eleventh, before closing this rather lengthy statement, it is important to make
one additional observation. Our viclation of the sanctiong has hecome a major
point of controversy with the nations of Africa, partieularly the black African
countries. At first glance, this may not seem to be very vital in the short run, but
it is going to become inereasingly apparent in the long run. We are in the process
of alienating an area of the world in which we are going to become increasingly
reliant upon as a source of raw materials. With our oil problems in the Middle
East, we cannot afford to alienate Nigeria which has just recemntly surpassed
Venezuela as a supplier to the U.S. market. At a time when we are eonfronted with
dwindling natural resources—resources vitally needed to keep our industrial
capacity running—sub-Sahara Africa represents a resource potential of significant
magnitude. To put it bluntly, the U.8. could be locked out of access not only to
export markets, but also the resources of this area of the world.

At present, the less-developed nations of the world account for 30 percent of
our exports and are the only areas where we have favorable trade balances. We
have more than $3.5 billion in private investments in sub-Sahara Afriea, The
market potential for 1.8, exports and investment is virtually untapped.
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Thus, we must begin to demonsirate a more enlightened sensitivity to the as
pirations and concerns of this part of the world. A return to compliance with U.N,
sanctions against Rhodesia would be a manifestation of our sensitivity. We have
much to gain, and nothing to lose by such a step.

In conclusion, we feel the detrimental ramifications of our violation of U.N.
ganctions against Rhodesia far outweigh whatever economic henefita might accrue
to a particular industrial sector of our nation. The ecorlomic arguments in favor
of a continued violation of sanctions appear to be fallacious in light of the plight
of our ferrochromium industry. 1t is for these reasons we bave introduced this
legislation, and it is our hope that Congress will agree with us and act favorably.

CHART A.—U.S. IMPORTS OF METALLURGICAL GRADE CHROME ORE—QUANTITIES AND PRICES BY MAJOR COUNTRY
OF ORIGIN

|Quantity In content tons o fchromic exide; price in dollars per content ton] .

Country . .. . Quantity Price

1971: . .
[ USSP 134, 442 76,93
Turkey. . . 76,152 79.53
Pakistan _ - 14,984 67.60
South AFFCA. o o e i umrmmm e mmmmmmmmmmmm—maeeaaa 57,741 1196
AVBEAZR o mamremmmmmmmmmm e mumssEammeemememmemmommecemodeo BB.62
180, 080 73.00
29, 889 60.35
11, 696 77,75
45, 608 35.05
27,955 67.09
AVBTARE - e imam - mmem oo eemmmmmm e m MM mmm MM eTemm-aseS oSS m—oo—ossoasmsssaes 65. 29

Ist c“tarter 1973:

S R e mamemmmmmmeaeeeemeememmmmmmmesemmm—ne—s-asmmeme e 9,539 48.16
9 019 53.17
4,528 92,22
1,082 62,33

Note® 1. Price is computed average fignre obtained by dividing value of imports by their quaniitky. 2, Metallurgical
grade chramite is defined as chrome ore with 46 percent of over chromic oxide.

Source: 1.3, Commerce Department monthly publication entitled: *‘Imports, commadity by country.”'

CHART B—U.S. IMPORTS OF CHEMICAL GRAGE CHROME ORE—QUANTITIES AND PRICES BY MAJOR COUNTRY OF
ORIGIN

[ Quantity in content tons of chromic oxide; price in dollars per content ton]

Country Quantity Price
29, 080 79,54
4, 840 63. 43
107, 103 29.10
______________________________________________________________________________ 40. 40

1972:
TUIKBY o oo ctmmm e e em 5,228 70.42
Sauth Africa 54, 926 29.2%
PN e civm e am 5, 544 62.50
RAOAESEA o o - oo e 10, 52i 83.25
T TR F TR T EEEEEE BRSSP R 42.19

Mote: 1. Price is computed average (igure obtained by dividing vahue of imparts by their quantity. 2. Chemical grade
chiomite is defined as chrome ore with belween 40 and 46 percent chromic oxide.

Source: U.S. Commerce Department monthly publication entitied: “Imparts, commodity by country.'”
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GHART C.—U.5. [MPORTS OF REFRACTORY GRADE CHROME ORE—QUANTITIES AND PRICES BY MAJOR COUNTRY
OF ORIGIN

[Quantity in content tons of chromic oxide; price in dollars per content ten]

Country Quantity Price
11, 268 71.32
28,914 65, 50
42, 860 71.28
3, 861 43,68
.............................................................................. 67.74
1972:
USSR e ecaeacaaceannna 21,149 12.599
Turkey______.
rnitippines____
Suuthe AFTiCe e

Note: 1. Price is computed average figure abtained by dividing value of imparts by their quantity. 2. Refractary grade
chromite is defined as chrome ore with under 40 percent chramic oxide.

Source: U.S. Commerca Dapartment monthly publication entitled: “'Imports, commodity by counkry."

CHART D.—U.S. iMPORTS OF FERROCHROME CONTAINING NOT OVER 3 PERCENT CARBON-—QUANTITIES AND
PRICES BY MAJOR COUNTRY OF ORIGIN

EQuantity in pounds; price in cents per pound]

Country Quantity Price
8,481,536 31.3

5,803, 052 30.6

g, 191, 815 3t 2

8,970,976 30.2

19, 076, 917 20.0

1,488, 128 25.8
................................................................................ 26.6

13,815, 481 21.6

8,927,456 26.6

4,260, 161 27.9

19,232,118 28.4

i 28, 310, 349 20.7

Turkey . 9, 405, 326 24.6
RS, . o e e mmm e e e 4, 362, 308 25.5
Fe L (-SRI 25.2

fote: According ta the same source, U.S. imparts of ferrochrome containing nat over 3 parcent carbon amounted to
30,100,C00 pounds in the 1st quarter of 1973, with Rhodesia accounting far 7,100,000 pounds of the total. LS. imports of
farrochrome cuntainin% not over 3 percent carbon increased by more than 42,900,000 pounds in 1972 from 58,069,696 in
1971 g 90,915,142 in 1972. This represented about a 73.8 percent increase from 1972,

Spurce: U.S. Commerce Deparment monthly publication entitled: “'Imports, commodity by cauntry.'
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CHART E.—U.5. IMPORTS OF FERROCHROME CONTAINING OVER 3 PERCENT CARBON—QUANTITIES AND PRICES
BY MAIOR COUNTRY OF ORIGIN

[Quantity in pounds; price in cents per pound)]

Country Quantity Price
1971
Finland. . .___ 11, 542, 985 9.9
France..___. 5,826, 136 19.2
West German: . 10, 914, 567 13.1
JapaN. il 16,724,730 17.5
SR AR e —mmamamam—an 14, 283, 580 12.0
VBT A e e e e e 15.4
1972:
P NG oo 7,224,792 9.4
FraNCE L e e e e 1 (?
West GeImany . ... e eiiececeee 1,988,0 16.
YU OBl AVEA . el 6, 352, 388 10, 2
JAPAN. . oo e n 4,533, 488 16.2
SoUth AFriCa. e 34,315,754 13,0
Rhodesia. . e e 13, 950, 092 1.4

AVBTAER e 12.7

Lt Not a major supptier in 1972,

Note: According to the sama source, ferrochrome imparts containing over 3 percent carbon amounted to nearly 50,004,000
pounds in the Ist quarter of 1973 alone, with Rhodesia accounting for more than 17,600,000 pounds of the total. U.S. im-
ports of ferrochrome cantaining over 3 percent carbon increased by almast 22,500,000 pounds in 1972 from 60,272,586 in
1971 to 82,708,007 in 1972, This represented about a 36.7 percent increase over 1971,

Source: U.S. Commerce Depariment monthly publication entitled: “‘Imports, Commodity by Country.'

Senator McGeE. T only want to say that however mixed the argu-
ments and the confrontations on this question when the Senate con-
sidered it nearly 2 years ago, in hindsight, whatever else, we ought to
have learned a great deal of how not to cope with this question. I
think the record now is rather substantial, if not overwhelming, as to
not only what it cost us at the United Nations where I served last year,
but even what it is costing us in a very local and pedestrian and selfish
way here in our own county. My own petition on the reconsideration
of the whole maiter is that we place the needs of the world community
above the more parochial considerations that are continually injected
into this but seem no longer to prevail.

Our first witness this morning is, appropriately, the Ambassador to
the United Nations John Seali. Ambassador Scali has already dis-
tinguished himself in that body, not to mention with his peers in other
ways all over the world. Mr. Ambassador, it is great to have you here,
and we will be interested in what you have to say.

Anibassador Scanr. Thank you, Senator.

Senator McGEE. You may proceed.

STATEMENT OF HON. JOHN A. SCALI, U.S. REPRESENTATIVE TO
THE UNITED NATIONS

Ambassador Scari. Mr. Chairman and members of the committee,
I first would like to express my appreciation for the opportunity to
speak to you about a matter that has been of great concern to me
practically since the day I was sworn in as the U.S. Representative to
the United Nations. The decision to permit the importation of chrome
and certain other materials from Southern Rhodesia is a serious issue
in our foreign relations. This is true not only as regards the United
Nations. It affects our deanlings with nearly all of Africa, and the many
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other nations who feel strongly about the situation in Southern
Rhodesia, or, for that matter, about the rule of law in international
affairs.

T Novemberof 1971, when thc U.s. Congress considered and passed
sectlon 503 of the Mlhtary Procurement Act, the Department of State
expressed its conviction that this step would seriously prejudice
important U.S. foreign policy interests. Now, almost 2 years later,
we have abundant evidence on which to evaluate this prediction. We
also have considerable data on the results section 503 has had in the
economic and security areas which were of concern to its sponsors,
I would suggest that the Congress is now in a good position to weigh
the benefits and costs of section 503 and decide whether to keep this:
legislation.

BENEFITS RESULTING FROM SECTION 503

_ First, I would like to discuss the positive side, the benefits the
United States has received as a result of section 503. It won’t surprise
you to learn that I believe these benefits to be limited, but it may
stirprise vou to learn how limited they really have been,

The principal commodity of concern to the sponsors of section 503
was chrome ore. The argament for the passage of this legislation was
that the importation of Southern Rhodesian chrome ore would reduce
our dependence on Soviet sources for this strategic material, and at
the same time lower the price of that commodity to U.S. importers,

Events since January 1973 demonstrate that these arguments valid
as they may have seemed in the abstract, have not stood up. Far from
being a material in short supply, the U.S. Government now feels
sufficiently confident as to the long-range availability of chrome ore
to propose to the Congress the disposition of over 80 percent of our
present stockpile. In this regard the defense-related need for chrome
constitutes only about 10 percent of the chrome ore processed in the
United States each vear. Further, adequate quantities to meet all of
the U.S. defense needs are available from Turkey, Iran, and bouth,
Africa.

Nor has aceess to Rhodesian chrome ore been a significant factor
in the pricing of that commodity. A reduction in the price of Soviet
chrome ore has been cited by some defenders of section 503 as a direct
consequence of our imports of Rhodesian ore. In actuality, a drastic
decrease in our total imports of chrome ore probably had more to do
with the price cut. In any case, shipments from Rhodesta have only
totalled 2,277 tons this year and mn 1972 constituted only 8.7 percent
of our chrome ore imports.

DIRECT ECONOMIC COSTS OF SECTION 503

So much for the benefits of section 503. Now, Senator McGee, with
your permission, 1 would like to discuss the costs the United States
pays for keeping it on the books.

First, there have been direct economic costs. For, oddly enough,
despite the very limited amount of material we 1mp0rt from Southern
Rilodvsm, this trade has had an impact on certain sectors of the
American economy. Under section 503, the United States 1s inportin
from Rhodesia not only raw materials but also certain semiﬁnisheg
products—Jerrochrome, in particular—which are also processed 1in
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this country. Imports of this product into the United States are rising
rapidly. A large portion .of this increase is coming from Southern
Rhodesia which accounted for 36 percent of our imports of ferrochrome
so far this year. I understand that several U.S. firms; Foote Mineral of
Steubenville, Ohio; Airco Alloys of Charleston, S. C.; and Ohio Ferro
Alloys of Brilliant, Ohio, now find that they a,re-suﬂ"cring serious losses
as a result of the importation of Rhodesian products. Foote Mineral is
having to close its plant, an installation which now employs 307
workers. Ferro Alloys is being forced to cease the production of ferro-
chrome altogether, and Airco Alloys is concerned about the effcct
imports of Rhodesian chrome will have on its business.

Senator McGes. May I inject here the suggestion of some irony’
in that the last time we held hearings on this question, the prmclpa
petitioner for section 503 was Foote Mineral.

Ambassador Scar1, I recall that in the record.

American labor generally and the United Steelworkers of Alnerlca
in particular opposed the Byrd provision when originally introduced.
Shipments of Rhodesian products under the provision have been
picketed by the International Longshoremen’s Association. Demon-
strations and boycotts have accompanied the arrival of ships carrying
Rhodcsian products.

EFFECT OF SECTION 503 ON U.S. FOREIGN RELATIONS

I can speak to you {rom personal experience about the effect which
section 503 of the 1971 Military Procurement Act is having on our
foreign relations. Unquestionably in the international arcna we are
aning a price far out of proportion to the benefits which section 503

as brought, or might ever bring upon our country.

The U.8. 1mportat10n of Rhodeg}an goods under section 503 become
an extremely serious issue in our relations with African countries.
Mr. Newsom will be able to provide the committee with the benefit
of lis first-hand observations in this regard. I can state, however,
that action has taken on a symbolic lmportance to the Africans far
out of proportion to the minuscnle amount of trade involved. We must
recognize that the problem of the minority-dominated regimes of
southern Africa is the No. 1 foreign policy concern of the rest of that
continent.

The United States <;h‘ne=: this concern, but we also believe that the
world community has a limited capacily to sffect the situation in
southern Africa, and that it can best use its influence by promoting
peaceful (‘hange We have tried to persuade others to share this view.
Unfortunately, however, the foree of our arguments on this subject
has been weakened (fonsiderab]y as a rvesult of the passage of section
503. Our ability to counsel moderation in the pursuit of change in
southern Africa has been severely hampered.

I am well aware that one of the principal reasons why section 503
passed was concern on the part of many in both Ilouses of the Congress
over whatl was seen as blatant hypocrisy in the application of sanclions
by the world community. Rhodesian trade appeared to be proceeding
pormally except with a small number of nations like ourselves who
followed through with laws and regulations to back up the U.N.
reselution. Since passage of scction 503 when criticized in the U.N. for
our imports from Rhodesia, we have repeatedly pointed out the

20-088—T75—-2
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injustice of the exaggerated attention given to our trade while the
other 95 percent of Rhodesian trade was ignored. We have also
called for practical steps to plug up the holes in the sanctions program.

Some of our argumentation seems to have actually convinced our
fellow members of the need to tighten up the program. In response
to a directive from the Security Council, the Council’s Sanctions
Committee on April 15, 1973, produced an agreed report on new
ways to improve sanctions. The Security Council later endorsed
the report in a resolution for which I was unable to vote because it
called upon us to repeal section 503.

One of the side effects of a better sanctions program will be to
‘highlight our imports as others are seen to be moving finally to repair
gaps In sanctions. Unless sanctions end or the effects of section 503
are removed, I can sce ahead only a continuing cycle of difficulties for
ourselves with the Security Counecil.

SECTION 503'S EFFECTS ON THE U.S. INTERNATIONAL RELATIONS

The effccts of section 503 extend well beyond our relations with
Africa. In issue after issue before the United Nations we are finding
it increasingly difficult to marshall the votes necessary to sustain our
position. Quite frankly, if we are not to encounter major setbacks on
items of much greater eoncern to our country than Rhodesian chrome,
we must have many of those 41 African votes. At the moment, the
feeling in many African governments 1s that if the United States
is going to take a position detrimental to their interests on an item of
little concern to us but of great importance to them, they will do the
same to us when they get the opportunity. Such an attitude is likely
to result not only in blocking construetive international action on
such problems as terrorisin, or the environment. It may cause the
United Nations to adopt measures positively prejudicial to our in-
terests. I am not speaking here, Senator, about esoteric resolutions of
only academic mterest. I am talking about actions with effects in
the real world.

OUnly last weck a committee of the United Nations passed a mis-
chievous resolution on Puerto Rico. Several of the swing votes on
this committee were those of African States, who were moved in part
by their resentment against the United States.

A dramatie shift in voting patterns will not follow immediately
upon passage of S. 1868. The situation is too complicated for that to
happen. Nevertheless, passage of this bill will substantially clear
the atmosphere in our dealings with many other U.N. members
and give us a better chance for persuading others to accept our point
of view on many vital questions.

The African States are not the only ones concerned about America’s
importation of Rhodesian goods. The British Government has im-
pressed on us their conviction that the repeal of section 503 would
help bring an acceptable negotiated solution to the Rhodesian im-
passe.

Other nations regardless of their feelings as concerns southern
Africa, can only be alarmed over the challenge to international law,
to the sanctity of treaties, and to the concept of collective security
offered by section 503 of the 197! Military Procurement Aet.
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U.5. COMMITMENT TO UNITED NATIONS

The United States signed, and this Senate consented to the Charter
of the United Nations. In doing so, we voluntarily and knowingly
undertook a commitment to comply with binding decisions of the
Security Council. We did not reserve the right to comply only if
everyone else did, nor to review and reject Security Council decisions
unilaterally. We could undertake this commitment in relative con-
fidence, secure in the knowledge that under the U.N, Charter, the
Security Council could not make a binding decision without the com-
pliance of the United States.

We have not in this instance lived up to our commitment. The
United States, rightly, I believe, voted for the Security Council reso-
lution which imposed mandatory sanctions on Southern Rhodesia. In
permitting the importation of certain categories of Rhodesian prod-
ucts, we have, for what at the time appeared to be overriding reasons
of the national mterest, put outselves in contradiction with the terms
of that resolution, our treaty obligations and our obligations under
international law.

Senator, I take no pleasure in calling into question any act of the
U.S. Congress. On the contrary, I have always been the first to defend
the policy of my Government, no matter whether the policy may have
originated In the executive or the legislative branch. I assure you I
will continue to do so regardless of the decision the Congress makes in
this matter.

INTERNATIONAL LEGAL IMPLICATIONS OF SECTION 503

However, now is a time for stock taking. In balancing the pros and
cons of retaining section 503 in effect, I feel you should consider its
impact on the U.S, image, at home and abroad. You should consider
its impact on the general tenor of international relations. I would be
less than frank and less than responsive to your needs if I did not put
before you the conclusions that I and my advisers have reluctantly
arrived at concerning the international legal implications of section
503.

I do not question the authority of Congress to act as it did. The
administration has-had its case sustained in the courts that the Con-
gress has the authority by subsequent legislation to medify or suspend
treaties and that section 503 should be interpreted as such a modifica-
tion. It is, however, a unilateral modification of a collective decision
or agreement, and we should consider very carefully whether this is a
practice we would want, by our example, Lo encourage.

The U.S. Government and the American people have long stood
for the rule of law in international affairs. I believe that they continue
to feel this commitment to international law. I believe that our
actions resulting from section 503 are a limited, and temporary aber-
ration. If it is not, if our conduct represents a settled, confirmed U.S.
policy, then we are going to find it increasingly difficult to convince
others to live up to their legal obligations, whether these obligations
be to compensate expropriated U.8. firms, or to suppress international
terrorism. We could find that America’s friends begin to doubt the
dependability of an ally that is willing to disregard its obligations
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under a treaty central to the whole concept of collective security, as
is the U.N. Charter. And we may find that other nations, many of
which de not even have a vote in the Security Council, will be dis-
inclined to obey its decisions, when we, who do have the veto, will not,
T know it scems difficult to realize that an issue of such minor
import in the United States, a piece of legislation so trivial in com-
parison with the many generous actions this Congress has taken on
behalf of nations in Africa and elsewhere, could assume so much
significance in so many other countries. Even in terms of the Rhodesian
economy, that country’s exports to the United States are not large.
Howevcr, the psychological boost given the Smith regime by passage
of section 503 should not be underestimated.

Paradoxically it is just the Jimited nature of U.S. interest in this
matter that so frustrates our friends abroad, and leads them to mis-
construe our motives, Many foreign diplomats and observers might be
prepared to understand, if not to applaud a U.S. violation of the
Rhodesian sanctions, if in so doing we were securing important bene-
fits for our economy or our security. The apparent fact that section
503 is of no great benefit to either leads thesc pcople to believe that the-
economic and security arguments under which this legislation is
defended are specious. The conclusion many reach is that the real
intent of Congress in passing this legislation was to lend aid and assist-
ance to the Smith regime, and to help perpetuate minority rule
throughout southern Africa.

EFFECT OF PASSING S, 1368

We know that this is not the case. We know thal section 503 was
passed in the sincere belief that there were important economic and
security issues at stake. We now also know that the economic and
sccurity impact of section 503 was greatly overestimated, that its
repeal would cost the United States little, and benefit it greatly. And
finally, we know that the American people’s commitment to interna-
tional law, and to the orderly settlement of contentious issues through
the U.N. and other international forums, remains intact. In passing
S. 1868 you will convince others of these facts. You will in doing se
restore the traditional image of the United States, an image in which
the American people have always taken a just pride.

Thank you, Senator McGee.

Senator McGEE. Thank you, Mr. Ambassador,

SECTION b03’S CONTRIBUTION TO U.N. BLOC VOTING

- From what you say, the real point to be weighed here is what this
has cost us in the galvanizing of, let’s say, an Alrican bloc or other
bloes in the United Nations, against our national interests. From what
you have told us it almost looks ludicrous to try to weigh those two
factors on the same set of scales because they are totally out of balance.
As 1 gather from your comment, there is almost nothing to be said for
the national security factor anymore. If anything, there are some fall-
out consequences that might even worsen the national security con-
siderations if. section 503 is left on the books. On the other hand, this
symbol, created for whatever wrong or right reasons, has contributed
to, let’s say, bloc voting among the Africans on American questions.
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That certainly is a prospect that we ought to think many times about.
Forty-one votes in a body of 132 is a very considerable bloc. Bloc
voting at any time ought not to be regarded as a great asset even if
it is on our side as it was m the early years of the U.N. with the
Latin American countries. But we don’t have those any more, even
£0.
I would think that those who seek to make their case in their own
unnderstandable interest on this could place themselves for a moment
in the international community, the real world, where we have the
largest national interests, and ask themselves again if it is worth it
to their country to pay this price. That ought to stalk the thoughts
-of other individuals, in the middle of the night if at no other time, in
trying to assess it.

Ambassador Scair. Senator, I think you put vour finger on a
very serious issue that is with me day and night. I will defend with
whatever eloquence I can muster any law that the Congress of the
United States passes, particularly one which is dedicated to our own
mnational security, and 1 will seek to explain it even if sometimes in
my own heart I do not agree with it, and in this case I have so done.
I have gone to many and many an African delegate and said:

Look, we represent only b percent of the trade from Rlhodesia, so if you are
going to blame us, I say give us only 5 percent of the blame, and reserve the
other 95 percent of the blame for those who are violating it wholesale. After all,

we are trying to live up to and are living up to the sanctions except for the part
which Congress says is permissible under our laws.

And they look at you and they say:

Mr. Ambassador, thank you very much for your point of view, but it is notf just
the 5 percent. It is the symbol. You are the most powerful nation in the world,
and when you stand there before the interngtional community and say that you
are going to violate these sanctions for which you voted initially on the grounds
that it is in your national security, you are actually delivering a different message.
You are saying that you don’t care about Africa, And so, therefore, we appreciate
yvour comments. We would feel inuch better and {ar more willing to listen to you
-on other logical matters if you would remove this symbol,

And so I am stuck with this and T am frank (o tell you it is the
single most troublesome issue that I Lave at the United Nations.

Senator McGeEg. If I had a credential at the U.N. at all it was this
question, I guess, and we traded everything out of it when he had the
25-percent 1ssue pending last year. The one thing that enabled us to
get other countries to histen to us was to say “Of course, the Senate
passed that and under our system that is the law of the land and we
defend it. But McGee opposed it and tried to do something about it.”
That got my toe in the door. But we can’t play that game any longer.
We can't use that credential because it has been spent. Yet we are
still stuck with 132 nations in the world and a few more coming in.
The world is round whether we like it or not, and I just make the
petition that we must reexamine our actions now in the hindsight of
this recent experience, if not the logic of the whole thing in the
beginning.

CONSEQUENCES OF ENACTING SECTION 203

As Secretary Newsom can testify, we were present together in some
informal conversations with some of our parhamentary colleagues at
the very moment when this was happening, when the Pearce Commis-
sion report was being prepared, when the conversations were underway



18

between the British Government and the Smith government to try
to bring a peaceful solution to the question. That really had to be our
highest goal, to try to bring a nonviolent peaceful solution to the
impasse between Rhodesia and Great Britain. We joined in the sanc-
tions as a desperate last effort when the conversations first wobbled
and that is where we stood when the British, at least, thought they
were close to some kind of a reasonable solution. The Congress then
reversed the field and took us out of this U.N. commitment uni-
laterally. From all the testimony we have received {rom those in
Rhodesia at that moment, the hardening of the attitude of the Smith
government was almost instantaneous the moment the news of the
action of the American Congress was received. So however we look at
it even in the terms of the arguments of that day, the consequences
were to terminate the chances at that time for a peaceful settlement
between Britain and Rhodesia. That ought to give more pause to
anybody in our country who thinks in the larger terms,; than profits
or the convenience of trade.

Ambassador Scarni. Senator, there is another unfortunate conse-
quence to which T would like to allude which demonstrates another
of the difficulties that confront the United States as a government.

Rhodesia is a basically British problem. It is a tragic case and one
that we have deep interest in solving peacefully. But basically this is-
a British problem. However, as long as the United States can be ac-
cused in that international forumn in New York of openly flouting the
sanctions which the British themselves are upholding, this shifts the
spotlight from Britain, where it belongs, to the United States, where
we are just involved in 5 percent of the trade. Now that is, among
other things, a distortion of the real world and unfair. I can point
this out too to z number of very fine and very intelligent African
delegates, and they will look at mie and say, “Well, you know how to
get the United States out of the spotlight, don’t you.”

STANDARD BY WHICH UNITED STATES IS JUDGED

Senator McGEeE. A great power like the United States has a stand-
ard by which it is judged that may seermn unfair. You wouldn’t apply
the same standard to Israel or Nigeria or to Sri Lanka. They could
get by with it, but it is applied to us because more is expected, I
think, of a great power. I often think of Nehru’s great comment at
the time that Senator Gore and 1 were commissioned to go there
with some kind of a message at a time of erisis with India. We were
charging that India was guilty of many of the same things that she
was accusing the United States of doing. Nehru’s comment was “Well,
I think that is true. This is an unfair time in which we live, but if
India is wrong and India makes mistakes and India is prejudiced that
may cost me my job, or may destroy iny party or even weaken my
country. But you are different, he said. “You are like Atlas, the
whole world is on your shoulders and if you make a mistake and you
fall or you are weakened we all go down with you.” I think this
greater expectation, rightly or wrongly, is part of the price of world
leadership. It is an uncomfortable and unpleasant thing, but I think
we have to learn (o live with it. That price is certainly bemg extracted
at the present time. But at least in this instance, we have options for
adjusting it in a more {favorable way, and, from your testimony I
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gather, without any impingements of any serious proportion whatso-
ever on our national interest or national security.

Ambassador Scavi. There was one point 1 wanted to mention in a
kind of sentimental way. I am an Ohio boy, and

Senator McGEE. Then you have a conflict of interest. [Laughter.}

Ambassador ScaLr. And 1 note with very deep sorrow and regret
that one of the plants that are in trouble is in Steubenville and the
other one in Brilliant, Ohio. So I hope you will permit me to express
a special note of sorrow about that.

Senator McGEeEg. Those are all the questions I have right now, Mr.
Ambassador.

Ambassador Scari. Thank you.

Senator McGee. Do you have a little time yet, Mr. Secretary?

Mr. NEwsom. Oh, yes.

Senator McGeE. The reason I say that is I wanted to work Senator
Kennedy in because of another meeting he has. If not, we wiil proceed.

Mr. Newsoum. 1 would like to get away by 12:30.

Senator McGge. OK.

STATEMENT OF HON. EDWARD M, KENNEDY, U.S. SENATOR FROM
MASSACHUSETTS

Senator Kexnepy. Thank you very much, Mr. Chairman. I ap-
preciate the courtesy of the committee in being able to testify on a
matter about which I feel strongly, and I want to recognize at the
outset and commend Ambassador Scali for his presentation before
this committee. 1 had the good fortune of knowing the Ambassador
for a number of years. And I am sure that the chairman of this com-
mittee and all Americans recognize him today as an extremely skilled
and valued servant ol the American people in the United Nations.
He is an outstanding member of a great profession, and to hear his
testimony and his articulation of the position which he has assumed
before this commitliee, which is one of very considerable personal
commitment, is extremely reassuring and I want to join with you in
commending him, I also hope the administration will take a strong
position in support of a proposal which is before us and a matter which
1 know you have been extremely interested in. I know that you and
the chairran of the Subcommittee on African Affairs have spent a
great deal of time on African problems. 1 think all of us in the Senate
are in your debt for the continued leadership which you have provided
on problems regarding this part of the world, a part of the world
which is not always on the front pages of the newspapers but is
always deeply involved with many millions of human beings that
have been strugeling for independence and against many of the
miseries cansed by a lack of nutrition and many other basic types of
human services.

I want to coinmend you, Mr. Chairman, and Senator Humphrey,
again, in particular, for the introduction of the legislation concerning
the Rhodesian chrome amendment. I am pleased to have a chance to
express my concern abont this grave prohleny this morning.

My statement is not long, many of the points in my remarks have
been raised in Ambassador Scali’s presentation. But 1 would like to
just review them briefly with the committee this morning. I wish to
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thank Secretary Newsom for his kindness in letting me interrupt
the proceedings at this point and I am sure I will not take a great deal
of the committee’s time. '

RESTORING U.5. COMPLIANCE WITH U.N. RESOLUTION

I believe there will be no matter which will affect human rights and
liberties to come before this committee that is more important than
the matter which we have before us today. I have four principal
reasons why I think the passage of 5. 1868 is so important. First of
all, it would restore the U.S. compliance with U.N. resolution to
impose economic sanctions against Rhodesiain 1966. As author of the
proposal to repeal the chrome amendment, Senator Humphrey de-
serves great credit for the fashioning of this measure to properly relate
to the U.S. obligation imposed by Article 41 of the U.N, Charter. That
article places economie sanctions as a grave and portentious move. It
is imposed only when other alternalives have failed or are inappro-
priate. And it is the last step before a resort to the use of force.

On November 12, 1965, the United States supported the U.N.
Security Council Resolution condemning the breakaway government
of Ian Smith.

In December 1966, we voted with other Sccurity Council members
to impose selective mandatory sanctions against the rebel territory.
And again in 1968, we firmly repeated our pledge by voting for the
Tesolution expanding the sanctions to all trade items.

With this convineing record, the United States lias a convincing
record to affirm our national devotion to international law. It is
impossible to find any logic in the conflicting actions that caused
sanctions to be lifted. Sadly (hough, logic and merit have been con-
spicuously absent in affecting actions on this issue. It is now time to
turn back to the policies of justice and law. I intend to vigorously
work for the approval of 3. 1868 in order to restore our Nation’s
-complance with 1ts obligations under that international treaty.

DOMESTIC ECONOMIC EFFECT OF CHROME AMENDMENT

Second, the chrome amendment deserves to be repealed because its
most devastating econornice cffect has been to threaten the jobs of U.S.
workers and there are indications that 9 U.S. companies with 19
plants in 9 different States may be affected by these imports from
Rhodesia, hundreds of workers may lose their jobs. This industry has
already asked Congress for relief gom excessive imports, Rbodesian
shipments of ferrochrome topped 9,000 tons in 1972 and over 11,000
tons came in just during the first 3 months of 1973. Coupled with
ferrochrome shipments from South Africa, 1972 imports of 42,000 tons
amounted to almost as much as we imported on an annual basis from
the entire world before sanctions were lifted.

Free trade advocates may claim that ferrochrome from Southern
Rhodesia and South Africa is produced under much more efficient
conditions than in the United States and therefore American con-
.sumers will save money on the imports, but I think certainly the
chairman is familiar with the Master and Servant Act which imposes
«criminal convictions for violations and quite clearly under U.S. law
and the Tariff Act which says the importation of goods produced from
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such labor is prohibited. So I think that that meets that purticular
argument,
UNITED STATES DOESN'T NEED THE CHROME

Third, the United States simply does not need the chrome, and I
know this is an argument which is familiar to the chairman, but I do
think it is worth mentioning again briefly because the statistics are so
overwhelming, and so compelling in supporting that argument.

The Congress bought the argument in 1971 and again in 1972 that
Rhodesian chrome is vital to our national defense and that we were
running out of reliable sources for the material. But on March 21, 1972,
1 day after the first shipment of Rhodesian ore docked at a Louisiana
port, the Senate approved a bill that allows U.8. industry to obtain
chrome ore from our vast inventory of excess stockpiled ore. President
Nixon was so impressed with the results of a review of our supplies of
chrome that he proposed disposal of all but 500,000 tons of the
5,169,900 tons of chrome orc now in the stockpile, which is approx-
imately enough to meet our national needs for 30 to 40 years. It is
9bvlifous that there is a sufficiency in termns of the availability of chrome
1tselt,

Those who feared in 1971 that the U.S.S.R. is an unreliable source of
chrome ore apparcntly fail to share the President’s interest in expand-
ing trade with Russia, and I think all of us in the Congress and the
Senate are widely aware of the ongoing negotiations with the Soviet
Union regarding a $6 billion liquified natural gas deal. We also know
about the wheat deal with the Soviet Union involving several hundreds
of millions of dollars. What can be so risky about $14 million shipments
of chrome from the Soviet Union? The argument about relying on
Russia was not substantial in 1971 and it is even less persuasive today.

U.S. CONCERN WITH SELF-DETERMINATION IN AFRICA

And fourth and finally, as long as the United States violates its
United Nations treaty, black people in Africa and in America will he
farther convinced that the United States is not concerned about self-
deterinination for the oppressed people of white-ruled Africa, and T
believe Ambassador Scali made that point most effectively.

The Pearce Commission went to Rhodesia with a view toward
extracting expressions of compliance from black Rhodesians for a pro-
posal to adopt majority rule in 30 years or more. Black Rhodesians,
like other citizens in the world, want sclf-determination. They want to
benefit from the satisfaction of selecting their own government and
determining their own destiny. But Rhodesian Africans face the
degradation of living in a society controlled by a white minority that
believes it is racially superior to them and they show it.

I am firmly opposed to trade with Southern Rhodesia as long as that
nation persists with its inhuman racist policies. Bishop Abel Muzorewa,
the African Methodist bishop, readily dispels any notion that sanctions
are damaging to the welfare of black Rhodesians. I had most interest-
ing talks with him last year on this very subject. T believe he visited the
chairman as well. I was deeply impressed with this one man’s mighty
conviction to stand up against the rigidity of the ruling government,
He knows that the terms of the Pearce Commission are a sellout of the
African people. He also knows that the world’s powers must be held
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accountable for their dealings with his country’s rulers, If the United
States is not prepared to do the right thing regarding Rhodesia, then
we should do nothing.

I believe that if we [ail Lo replace sanctions against Rhodesian trade
we will completely destroy any credibility we may have with other
African nations and we will erode the faith of concerned citizens here
at home—both black and white—who see our Nation increasing its
support of countries that officially maintain racist policies.

It is time that we in the United States act to affirm the claim that all
people must be granted personal rights, self-determination, and funda-~
mental freedoms without regard to race.

It is elear that violating our United Nation’s resolution to ban trade
with Rhodesia is totally mexcusable, and I shall work steadily for the
passage of 5. 1868. Thank you.

{Senator Kennedy’s prepared statement follows:]

PREPARED STATEMENT OF SENATOR Epwarp M, KeNNEDY

AMr, Chairman, I am pleased to appear before this distinguished commitice to
express my full support for 8. 1868, This is an important legislative measure be-
cause it is designed to restore the United States commitment to the United Nations
Resolution which imposed economic sanctions against Rhodesia when that regime
unilaterally declared its independence from Great Britain in November, 1965,
And perhaps, there will be no other legislation considered by this committec in the
93rd Congress that will carry as much promise for ensuring our nation’s devotion
to the precepts of international law.

A sensitive observer of the background in this eritical issue may be amazed by
the sordid details in our government’s inconsisten! handling of the “Rhodesian
chrome’ problem. For, it is almost unbelievable to find that we in the Senate arc
compelled, onee again, to seek to absolve the violation of international law caused
by congressional action nearly two years ago.

Yet, it is precisely due to that blatunt violation thai T asked to appear this
morning and to continue my efforts in this struggle. I am finnly convinced thut the
United States is obliged Lo use all available legal avenues to serve this country’s
own concept of human and social justice. .

When the Military Procurement Act was amended in 1971 to remove economic
sanctions against Southern Rhodesia, the principal coneern focused on the alleged
demand to import chrome ore. Proponents of that measure insisted that grave
economic risks would result from the failure of the United States to seck chrome
ore imports from countries other than the U.8.8.13. And the shabby elaims used
to suppart those contentions were baseless, But the Congress succumbed to spuri-
ous contentions and enacted a law that placed the United States as the only coun-
try in the world to legally adopt a policy to break the law of the United Nations.

The administration then took quick action. The Treasury Department on Jan-
uary 25, 1972, issued a general import license authorizing ©*. . . iinports of strategie
and critical materials of Southern 1thodesian origin . . .7 Somehow, that was in-
terpreted to permit 72 different eonunodities to enter American ports from Rho-
desia. Thus, the bastion of the United States defense structure was bolstered nof
only by eargoes of chrome ore but also by floating clouds of gnose down. .

Clearly, the matter of Rhodesian imports at this time is as serious as it was in
1972, and in 1971, Indeed, events since enactment of the Rhodesian chrome pro-
vision have provoked wide demands for the United States to return to the rule of
international law. For many of us who have consistently opposed removal of
sanctions against Southern Rhodesia, there are four critical reasons why we g;lmply
must change our policy and why we must change the law regarding trade with the
rebellious Rhodesian government. X

First, passage of S, 1868 would restore United States complianee with the United
Nations resolution which imposed ceonomic sanctions against Southern Rhodesia
in 1966. As author of the proposal to repeal the chrome amendment, you deserve
eredit Mr. Chairman, for skillfully fashioning this measure to properly relate to
the United States obligation imposed by article 41 of the United Nations Charter.
That article places economic sanctions as a grave and portentious move. It is
imposed only when other alternatives have failed or are inappropriate. And it is
the last step before a resort to the use of force.
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On November 12, 1965, the United States supported the TUnited Nations
gecurity Council Resolution condemning the breakaway government of Ian

mith.

In December, 1966, we voted with other Security Council members to impose
selective mandatory sanctions against the rebel territory, And again in 1968, we
firmly repeated our pledge by voting for the resolution expanding the sanctions
to all trade items.

With this convincing record to affirm our national devotion to international
law, it i= impaossible to find any logiec in the conflicting actions that caused sanctions
to he lifted, Sadly though, logic and merit have been conspicuously abseat in
affecting actions on this issue. It is now time Lo turn back (o the policies of justice
and law. I intend to vigorously work for the approval of S. 1868 in order to restore
our nation’s compliance with its obligations under that inlernational treaty.

Second, the chrome amendment deserves to be repealed because its most
devastating economie cffeet has been to threaten the jobs of United States workers.
In the original congressional debates to lift sanctions against Rhodesia, it was
suggested that 1thodesian chrome ore was needed for strategic defense purposes,
Yet, imports of ferrochrome have far cxceeded imports of chrome ore since
January, 1972, because of cheap foreed labor in Rhodesia and in South Africa,
and heeause the Rhodesian government suhsidizes ferrochrome producers.

For these producers, it has been cheaper to mine the chromite in Southern
Rhodesia— process it into allovs over there, and then ship it to the United States
as ferrochrome, That series of industrial moves backfired on some of the most
active lohbyists for the chrome amendment. Foote Mineral Company was the
first {0 announce in December, 1972, that it was forced to close its Steubenville,
Ohio plant “. . . to combat the low priced foreign imports which have talken as
mich as 50% of the domesiic low carbon ferrochrome market . . .7 There are
indications that nine United States companies with 19 plants in nine different
states may be affceted hy these imports, and no fewer than 300 workers may lose
their jobs. The industry has already asked Congress for reliei from cxcessive
imports, Rhodesian shipments of ferrochrome topped 89,000 tons in 1972 and over
11,000 tons came in just during the first three months of 1973, Coupled with
terrochrome shipments from South Africa, 1972 imports of 42,000 tons amounted
to almost as much as we imported on an annual basis from the entire world before
sanctions were lifted.

Free trade advocates may claim thal ferrochrome from Southern Rhodesia and
South Africa is produced under much more efficient conditions than in the United
States and therefore American consumers will save money on the imports. But
we know that ferrochrome is processed in those countries by workers who are
forced to comply with a Master and Servant Act, which impoges eriminal con-
vietion for any vielations,

Under United States law—Secetion 307 of the Tariff Act of 1930—the importa-
tion of goods produced from such lahor is prohibited.

To comply with our own law and to restore conformity with international law,
the United States is compelled o reimpnse sanctions against Southern Rhodesia.

Third, the United States simply does not need chrome from Southern Rhodesia
for strategic defense requirements or for any cother reason. Congress bought the
argument in 1971 and again in 1972 that Rhodesian chrome is vital to our national
defense and that we were running out of reliable sources for the material. But
on March 21, 1972, one day after the first shipment of Rhodesian ore docked at
a Louisiana port, the Senate approved a bill thal allows United States industry
to obtain chrome ore from our vasft inventory of excess stockpiled ore. President
Nixon was so impressed with the results of a review of our supplies of chrome
that he proposed disposal of all hut 500,000 tons of the 3,169,900 tons of chrome
ore now in {he stockpile.

Those who foared in 1971 that the U.8.8. 1. is an unreliable source of chrome
orc apparently fail to share the President’s interest in expanding trade with
TRussia. In the face of the stifling effects of the massive Russian wheat deal, and
the negotiations on a $6 billion liquefied natural gas deal with Russia, what ean
be so risky about a $14 million deal for chrome ore shipments from the Soviet
Union?

We didn’t need Rhodesian chrome two years agn. We don’t need it today. And
‘0ur government assures us that we won’t need it for decades to come.

Fourth, and finally, as long as the United States vicolates its United Nations
treaty, Black people in Afriea and in Ameriea will be further convineed that the
TUnited States is not conecrned about sclf determination for the oppressed people
of White-ruled Africa.
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The Pearce Commission went to Rhodesia with a view toward extracting
expressions of compliance from black Rhodesians for a proposal to adopt majority
rule in thirty vears or more. Black Rhodesians, like other citizens in the world,
want self determination. They want to benefit from the satisfaction of seclecting
their own government and determining their own destiny. But Rhodesian Africans
face the degradation of living in a society controlled by a white minority that
believes it is racially superior to them and they show if.

Shipment of Rhodesian chrome ore to the United States serves to symbolize
this country’s lack of concern for thosc citizens.

It must be explained to the American public that we are not faced with the
issuc of whether trade with Rhodesia is economically desirable. The critical issue
at this point simply stated is that the United States has violated a United Nations
sanction that we voted to adopt more than six years ago. Moreover, our actions tend
to indicate that the world’s industrial powers are still more interested in profits
than in the right of African people to rule themselves,

I am firmly opposed to trade with Southern Rhodesia as long as that nation
persists with its inhuman racist policics. Bishop Abcl Muzorewa, the African
Methodist hishop, readily dispels any notion that sanctions are damaging to the
welfare of Black Rhodesians. In my talks with the Bishop last year, I was deeply
impressed with this one man’s mighty convietion to stand up against the rigidity
of the ruling government. He knows that the terms of the Pearce Commission
are a sellout of the African people. He also knows that the world’s powers must be
held accountable for their dealings with his country’s rulers. If the United States
isnot prepared to do the right thing regarding Rhodesia, then we should do nothing.

I believe that if we fail to replace sanctions against Rhodesian trade we will
completely destroy any credibility we may have with other African nafions and.
we will crode the faith of concerned citizens here at home—both black and white—
who see our nation increasing its support of countries that officlally maintain
racist policies. ]

Ii is tirne that we in the United States act to affirm the claim that all people
must he granted personal rights, self-determination and fundamental frecdoms
without regard to race.

It is clear that violating our United Nations’ resolution to bhan irade with
Rhodesia is totally inexcusable, and I shall work steadily for the passage of
S. 1868,

COMMENDATION OF WITNESS

Senator McGez. Thank you, Senator. I want to make special
reference here that in our crusade on this problem over the past 3
years you have stood very tall in the battles in the Senate and in the
efforts to at least present all of the sides to it on the House side as
well. T think what you have said here this morning goes beyond that.
Itisn’t & matter of making a case for something. It is a matter now of
tryving in hindsight to adjust some either misstatements, misjudgments
or wrong allegations that were made in those earlier days, which were
allowable at that time and probably influenced some of the votes.
Looking backward now at what the record shows explicitly, you are
saying the petition is not to rise to the level of what we were requesting
in those days, but simply to correct what was a very clearcut mistake
in judgment of another day.

Senator KENNEDY. Right.

Senator McGeg. T think that is the eloquence of it and the reason-
ableness of it.

WITNESS' CONCERN ARBOUT UNITED NATIONS

T would ke to go back to the U.N. for another reason. There is a
disposition to write it off as some kind of a ladies’ aid society where
vou can talk about the pedestrian questions of the day and, therefore,
why be concerned about it. You obviously are concerned about it.

Why?
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“Senator KEnNEDY. Well, T amn a very strong believer in the United
Nations, Mr. Chairman. I' think many of its critics can look and say,
“Well, what has the United Nations really ever done.” You and 1
can thinkof thousands of ways that the U.N. has helped to relieve the
phght of needy citizens through its specialized agencies, and the
specialized agencies have perfermed enormously humanitarian setrv-
ices by providing an umbrella under which there have been brought
together various forces and nations to work effectively to relieve pain
and suffering and anguish. The clearest example of this isin the present
relief effort in Bangladesh under the brilliant leadership of Sir Robert
Jackson. But there are constantly other examples of this as well,

In addition, the benefit of the specialized agencies, which again 1
think have been extraordinary examples of man’s interest and con-
cern about humanity, is the {fact that there really hasn’t been a world
conflagration. There has not heen a grave threat or such a real possi-
bility of world war in the immediate postwar period. And I think to
a great extent the credit for that has to go to the United Nations. The
U.N. has not been all of the things that all of us would have liked it to
have been. It has had its difficulties, it has had its problems and I
think that many of those who support the United Nations will be the
quickest to recognize those problems. But still I think it is an impor-
tant organization that deserves the complete and wholehearted sup-
port of the American people, and 1 think one of the most courageous
acts taken by the United Nations was to impose sanctions as it applied
to Rhodesia; so that was one of the véry positive actions that has been
taken, and taken at a time when I think with peoples all over the
world recognizing the importance for the preservation of individual
rghts and liberties and the importance of the dignity of elective
demccracy, and certainly this is entirely consistent with the prineiples
of 1his country, and I think if there has been perhaps a {ailure of for-
elgn policy in recent times it is that we have not been willing to have
our foreign policy reflect the most basic and fundamental values of
this Nation. , : ‘

I think it did in terms of the United Nations resolution, and I
think we were completely right in support of it. I think we were
working in concert with an ally at that time, with Great Britain, who
was involved in the very elaborate negotiations in support of trying
to seck a peaceful resolution and recognition of rights and liberties,
and T think from every polut of view it was the sensible and responsible
position for a world leader to take. Aud I think that moving back
from that position has been an unfortunate one, and this resolution
provides us an opportunity to remedy it along the lines yvou had
suggested in your earlier comment and for those reasons, I hope that
the Senate would respond. _

We are very much aware of the closeness of the various votes and
we are very hopeful with the strong statement Ambassador Scalt
made and the administration’s position that it would take on this
that 1t would be reasonably successful. If so, I belteve 1t would be-one
of the imiportant achievements of the administration-in the area of
foreign poliey along with a number of others that they ought to be
commiended for. '

NECESSITY OF UNITED NATIONS

Senator McGek. [ want to thanl you for those comments and for
this rcaffirmation of a faith in the Umted Nations as well particularty



26

in realistic terms because, in my judgment, the United Nations was
oversold and expectations were unrealistically high for lots of mixed
reasons. But it is all we have, and we have to do the best we can. It
is better than trying to go it alone. Whatever else, we should have
learned that the hard way a very long time ago. We paid a very high
price for the lesson. If for no other reason than to refurbish our
profile in this council of the nations of the world, it is worth re-
examining the business aspects, investments aspects, job aspects in
cold terms. Thank you very much. '

Senator KENNEDY. Thank you very much, Mr. Chairman,

Senator McGEeEg. Mr. Secretary, come up here.

I knew he would show up.

Senator HuMpury [presiding]. At the right moment.

STATEMENT FOR THE RECORD

Mr. Secretary, thank you very much for being with us today. I do
have a statement of my own that I want to place in the record]tv

Senutor McGee. If you do what I did, you will put it in the record
instead of making another speech.

Senator HumpuareEY. That is exactly what 1 am going to do, even
though it is one of the most profound and thoughtful statements
that this record will receive. {Laughter].

The immediate problem is I can’t find the statement. But it will
be around here. I have an able aide. There 1t 1s. Thank you very much,

very good.
[Senator ITumphrey’s prepared statement referred to follows:]

Prrrared STATEMENT OF SENATOR HuseRT H., HuMpPHREY

The Subconunittee on African Affairs is convened to receive testimony on
&, 1868, a hill tr amend the United Nations Participation Act of 1945 to halt the
importation of Rhodesian ehrome and to restore the United States to its former
position as a strong supporter of human rights and self deternination.

As principal sponsor of 8. 1868, T offer these commerits on the compelling need
to report 8. 1868 to the full Forcign Relations Comrhittee and to bring it to the
floor of the Senate for deliberation.

United States violation of sanctions against Rhodesia has seriously undereut
some of this nation’s most fundamental foreign policy objectives: the defense of
human rights and seclf-determination throughout the world; cooperation with
other members of the international community in pursuing peaceful resolution of
conflict; support of international treaty obligations and international law; and a
new partnership with the less developed nations of the world.

These goals are more important to the United States now than ever befure, And
we have ahandoned them out of a mistaken belief that the violation of sanctions
will be to our economic and strategic advantage.

Human rights and self-determination are at the foundation of our own political
system. When the international community takes a stand in support of these
principles, as it has on the lthodesian question, the United States must give its
wholehearted support.

Instead, we have undermined the credibility of our commitment to these prin-
ciples by joining South Africa and Portugal in open, formal violation of U.N.
efforts to replace the illegal, minority regime in Rhodesia with genuine self-
government,

In light of increasing violence in Rhodesia, the effective implementation of sanc-
tions has beecome more important. Sanections are the most powerful weapon the
United Nations has to bring about a peaceful resolution of conflicts,

The 5Y% of the Rhodesian population that is white has been using increasingly -
oppressive measures to maintain control over the 959, who are Black. There have
been a2 number of land mine explosions along the Rhodesia-Zambin border. Libera-~
tion movement activity and retalintion by the white regime have been steadily
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increasing. Rhodesia is an cven greater threat to international peace and security
than it was when sanctions were imposed,

But there is also greater hope today than ever bhefore that international pressure
might bring about a peaceful resolution of this conflict.

Among the factors which have increased the pressure on Prine Minister Ian
Smith to negotiate with black political leaders in Rhodesia are:

Growing political activity among blacks in Rhodesia;

The tremendous loss in foreign exchange reserves Rhodesia suffered when
her border with Zambia was closed;

Greater determination on the part of Great Britain and the Commonwealth
to bring about majority rule in IRhodesia; and

The recent decision of the United Nations to make implementation of
sanctions more effective, :

Many ohservers believe that the United States can now tip the scales in favor
of a peaceful settlement of the Rhodesian conflict or in favor of increasing violence,
We can either continue to give moral support to Ian Smith in his efforts to hold
out against international pressure, or we can make that pressurc more effective.

One of the principal tenets of recent U.S. foreign policy has been the reduction
of conflict through international eooperation and negotiation. Our actions on the
question of compliance with sanctions established by the international commu-
nity—a community in which we have an important leadership role—will indicate
to the rest of the world just how serious we are about this policy.

The issue of white supremacy in southern Africa is extremely important, not
only to African nations, but to all the underieveloped countries of the world.

These countries, many of which have recently won their independence from
colonial rule and proved their ability to govern themselves, see white domination
of the black majorities in southern Africa as an anachronistic violation of the
principle of self-determination.

The United States needs now more than ever before to prove beyond all doubt
to these countries that we are willing to work with them as equal partners in the
international community.

We are becoming increasingly dependent on their abundant supply of natural
resources and want to work with them in the development of those resources.

Part of the solution to the growing problems of world food shortage lies in the
vast potential of these countries to produce more food. We want to work with
them in their efforts to realize that potential.

We have seen how conflicts between these countries can involve other nations.
We want to work with them in resolving these conflicts before they become major
wars,

The international agreements we so desperately need—in areas ranging from
oceans poliey to intermational monctary reform——cannot be reached without the
cooperation of these eountries.

If the United States refuses to support the intermational community’s attempt
to bring about an end to white supremacy in Rhodesia, these nations must con-
clude that we are not seriously commitied to raeial equality. We cannot then
expect their trust and ecoperation in any of these areas whieh are so important.
o our country.

The time has come for the United States to realize that in the long-run our eco-
nomic and politieal security are dependent on our ability to work in enoperation
with the other members of the international community.

Senator HuMpHREY. Secretary Newsom, we welcome you in good
spirit, and look forward te receiving your testimony. I want to thank
Senator McGee for his kindness and cooperative help here today.

STATEMENT OF DAVID D. REWSOM, ASSISTANT SECRETARY OF
STATE FOR AFRICAN AFFAIRS

 Mr. Newsom. Mr. Chairman, T welcome this opportunity to appear
here and to follow and support my distinguished colleague, Ambassador

Seali

COMMENDATION OF AMBASSADOR SCALI

Senator Humrarey. Could T just interrupt to say how sorry I am
not to have been here for the Ambassador's testimony. But 1 know



28

what he testified to because he visited me yesterday for which I am
most grateful.

I have the highest regard for the Ambasqador both personally: and-
professionally. iy appr eciate the leadership he has given on thisissue
not only as a spokesman for the United States in the United Nations
but as a spokesman within the admimstration. He has been cffective
and most helpful and I want him to know of my appreuutlon

Ambassador Scari. Thank you.

Mr. Ngwson. Thank you, Mr, Chairman.

Senator HumpraEY. Go ahead.

Mr. NewsoM. We all share that view of ihe marvelous job Ambassa-
dor Scali has been doing in New York and in part I think we are all
here because we want to make his job easier in New York.

I appreciate this opportunity to address myself to the very impor-
tant measure wmtroduced by you to place the United States once
again in full complianece with it3 international obligations.

I have been involved in this issue [or sorve time, as you know, Mr.
Chairman, and as Senator MeGee knows. T want (o CXpress my
apprcuatwn and the appreciation of all of us who have been involved
in it for the very great interest which you, Mr. Chairman, have taken
and Senator McGee has taken in this aspect of our international
relations.

ADMINISTRATION SUPPORT FOR 5, 1868

As Ambassador Scali bas indicated, we in the Department of State
and the administration fully support 3. 1868 to halt the import of
Rhodesian chrome and other materials. This has also been stated,
Mr. Chairman, as you know, in a letter of July 26 to Chairman
Fulbright, which presented the executive branch position n support
of this measure. We consider the sanctions program a legal commit-
ment under the United Nations Charter and see 1t clearly as a messure
necessary to bring sbout an equitable and peaceful solution to the
Rhodesian problem. The Africans, as Ambassador Scali has so clo-
quently pointed out, leel very keenly about our lapses in observance
of sanctions bemnae they feel that our move has a particularly
strong influcnee siuce we, the United States, did it. Whatever may be
the feelings of various aegmmltﬂ of our population toward the regime
in Rhodesia and toward the sanctions program, it should be recognized
by all that a settlement is in evervone’s interest. All R] woidesians would
welcome a resolution of the problem, and all would benefit by it.
We believe our compliance with sanctions is a vital element in con-
tributing to pressure for a settlement, It is also the single most im-
portant current irritant i our relations with African eountries.

AFRICAN OBSERVANCE OI' BANCTIONS

The African nations themselves olten observe sanctions m spite of
real economic costs to them. Zambia, which was given a formal
exemption from sanctions by United Nations action, nevertheless
recently discontinued the use of the Rhodesian railroad and is in-
volved in a cosily rerouting of its trade. Other countiries bhoycott
Rhodesia entirely and fOI‘PU'O any trade. The net effect of sanctions
m 8 years has admittedly nui forced the Smith regime to make a
settlement, but economically it has inhibited growth in an economy
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which was booming prior to Unilateral Declaration of Independence
[UDI].
NONRECOGNITION OF RHODESIA

But more importantly, not one country has formally recognized
Rhodesia diplomatically in those 8 years. Neither Portugal nor
South Africa has extended diplomatic recognition.

U.8. ECONOMIC INTERESTS IN AFRICAN COUNTRIES

As you know, Mr. Chairman, our economic interests in certain
African countries have grown significantly in the past few years. A
case in point is Nigeria, where dircct American investment now
approaches $1 billion and which has become an important source of
America’s imported petroleurn. Nigeria, under General Gowon, is
assuming an important role in Africa and feels particularly strongly
about southern African issues. As economic interests expand, the
frequency of our diplomatic contacts in these countries inevitably
increases. More and more we are finding that as we approach them,
in the same way as Ambassador Scali has found in New York, éven
when our approach is strictly on bilateral issues of mutual mterest,
we are being subjected to criticism for our failure to abide by our
international obligations with regard to Rhodesia. - ‘

We are told that our position on chrome is a deliberate political
affront in disregard of African public opinion, a persuasive illustration
of U.S. disinterest in Africa, and an obvious diminution of America’s
interest in the United Nations. One African leader with whom I
have spoken has charged that the United States opted for money,
investment, and the will to save a white minority regime over simp{e
morality and humanity, and therefore that the United States can-
not be trusted on southern African issues. There is no doubt that the
chrome issue has affected the attitude toward us in many African
countries. This can directly affect our economic and commercial
interests.

OAU CONDEMNATION OF UNITED STATES

Over and above individual protests, the United States has been
strongly condemned at the Organization of African Unity summit
meetings for our chrome imporis under the Byrd provision. Resolu-
tions called upon the United States in particular to end its “flagrant
violation of sanctions” and expressed concern for the deleterious
effects our actions could have for the enforcement of sanctions on a
worldwide basis. Speaking at the close of the 1972 meeting, the then
President of the OAU, Mokhtar Ould Daddah, the President of
Mauritania, said the lesson to be drawn from this situation is that the
great western powers seem to prefer to follow their immediate in-
terests rather than long-term interests and international conscience.
These, of course, were in addition to the condemnations received in
United Nations forums and in other international meetings and
conferences. Qur position makes us vulnerable to attack from all
quarters.

BRITISH CRITICISM

In Britain where the responsibility [or Rbodesia lies, we have
also received widespread criticism for our breach of sanctions. In
22-088—75——3 :
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Parliament this spring the Foreign Minister reported that lLe had
made representations to the United States on our imports of goods
under the Byrd provision. We are being accused of contracting out of
our obligations in the United Nations. We have only been able to
respond that we are unable to prohibit these importations.

AFRICAN YVIEW OF U.3. ACTIONS ON BYRD AMENDMENT

To appreciate the problem, we must try to understand how our
actions on the Byrd provision look historically to Africans, This is a
point which Senator McGee made earlier. In 1971 British efforts to
reach a political settlement with the Rhodesian regime scemed on
the verge of success. Rhodesia was suffering from the effect of sanc-
tions and appeared ready to come to an agreement. At that point,
Section 503, although unrclated to these specific events, looked to
the African as a deliberate attempt to frustrate a settlement. Again,
in 1972, when the attempt to repeal the Byrd provision was defeated,
the Africans in Rhodesia were in the midst of their repudiation of the
proposals agreed to by Ian Smith and British Foreign and Common-
wealth Minister Douglas-Home. Africans interpreted the failure of
the repeel as U.S. indifference if not a direct slap to the African
majority in Rhodesia. Now, today under pressure of sanctions, there
again appears to be some stirring toward settlement, this time in-
ternally between the Smith regiine and the African parties in Rhodesia.
Repeafv of the Byrd provision now could have crntical influence on
movement toward sgreement by demonstrating U.S. interest, sym-
pathy, and support for a fair solution. Conversely, another defeat in
the Congress of an effort to repeal could give heart to those in Rhodesia
who want no accommmodation of any sort with the African majority.

PASSAGE OF PROPOSED LEGISLATION

Within Rhodesia and in the rest of the world, people are keenly
aware of past attempts to repeal the Byrd provision. All will be watch-
ing closely the results ol this effort. While we are not unmindful of the
complex problems for all Rhodesians, we genuinely believe that unless
a solution takes into account the rights and aspirations of the African
majority, the present situation in Rhodesia will continue as a festering
mmternational problem. As the level of violence in Rhodesia and around
its borders increases, it becomes ever more vital that the search for
solution be fostered by steadfastness of the international community
in enforcing sanctions. We would hope that the deliberations of this
committee will result in passage of the proposed legislation and
demonstrate our cominitment to self-determination and racial equahty
in Africa and our readiness to fulfill our international obligations.

Thank you, Mr. Chairman.

Senator HumparEY. Thank you very much, Mr. Secretary. Thank
vou for a very concise and helpful statement.

REACTION OF AFRICAN STATES TO U.S3. VIOLATION OF BANCTIONS

I have a few questions that might be of help to this record: You
have been in touch, I believe, with Congressman Guy Vander Jagt,
is that correct?

Mr. Newsoum. Vander Jagt, that is correct.
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Senator HumpuRrEY. Earlier this year on the subject of the exemp-
tion of Rhodesian sanctions, you said in a letter, “In my 4 years as
Assistant Secretary the cxemption on Rhodesian sanctions has been
the most serious blow to the credibility of our African policy.”

Could you give some specific examples of the reaction of African
states to U.S. violation of the sanctions. You did give us, of course,
the President of Mauritania and the Organization of African Unity.
Are there any other expressions or instances that you could cite?

Mr. NEwsom. Well, T also mentioned one conversation which our
Ambassador had with a distinguished African head of state to whom
I have also spoken. The governments of those countries that are
particularly concerned with the southern African issues, Zambia,
Tanzania, Kenya, Nigeria, Ghana, have all in one way or another,
and at senior levels, expressed to us, to our ambassadors, their deep
regret at our action, and their disappointment in us because of this
action, and their hope that this action can somehow be reversed.

Senator HuvmprrEY. Our relationships with Nigeria are good I
understand.

Mr. Newsodr. They are very good, Mr. Chairman. But this

Senator HumpHRrEY. Has the Nigerian Government spoken to you
or spoken to our Government in strong terms on this Rhodesian issue?

Mr. Newsom. The Nigerian Government has made known its
views on this issue and made them known to our Ambassador.

LACK OF DIPLOMATIC RECOGNITION OF RHODESIAN REGIME

Senator HuvmpPHREY. I took note of the fact that neither Portugal or
South Africa has recognized the current regime in Rhodesia.

Mr. Newsom. There has been no diplomatic recognition of the
regime. There are representatives of those countries in Rhodesia but
they do not claim cmbassy status.

EFFECT OF BYRD AMENDMENT REPEAL ON NHODESIAN BORDER
AREAS

Senator HumMpHREY. There 15 a great deal of commentary lately in
the press about atrocities that are taking place along border areas of
Rhoedesia. Would our repeal of the so-called Byrd amendment have
any quieting effect on the political situation in the areas surrounding
Rhodesia?

Mr. Newsom. Well, I think .

Senator HumpairEY. What is your judgement on that?

Mr. Newsosm. I think, Mr. Chairman, the Rhodesian situation is
in & way critical to general stability of that area although problems
exist also in the Portuguese territories. But a scttlement of the
Rhodesian question which clearly recognized the need for ultimate
majority rule in Rhodesta would have the effect of stabilizing the situa-
tion in Rhodesia and, therefore, would have & very marked effect,
I think, on trends in the ares generally. I think it is our feeling, as we
have expressed here, that the full adherence of the Umted States to
the international sanctions effort would be iinportant in bringing about
a settlement, hopefully along lines now being explored -between the
present regime in Rhodesia and the African majority represented by
their current leaders.
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Ambassador Scari. Mr. Chairman, one of the things that haunts
us and disturbs us is what desperate people may do when they believe
a path, such as that through the United Nations, is blocked. Perhaps
this is the reason that the insurgency activities that you referred to
got underway last December. Since that time, the regime has claimed
to have killed over a hundred so-called terrorists while some 25
civiians, 17 of them African and 8 European, are reported to
have been Kkilled. This is the first time that the Rhodesian security
forces have not been able to suppress an attempt by liberation groups
to sustain guerrilla activity. We have also noted, and are concerned,
over press reports of South African policemen in Rhodesia and of
Rhodesian military forces operating in Mozambique.

Senator McGeg. Will the Senator yield on that?

Senator HuMPHREY. Yes, please,

NECESSITY OF BEING SURE REPEAL NOT DEFEATED

Senator McGeE. T think we ought to be very careful about over-
extending expeetations on what repeal might do because these are
very complicated problems down there. I think, as we have spelled
out here this morning, the hardening effect of our adoption of the
Byrd amendment in the beginning is traceable. The hardening effect
on the Smith regime is irrefutable. It has worsened a situation that may
have gone so far now that none of it can be reversed. We don’t know.
What we should know is that we are not going to make it worse by
repealing this, and even if there is the slightest, remote chance that it
can help ease the situation, it is a chance worth taking. T think the
point that the Secretary made we must ponder here, Mr. Chairman,
very carefully. That is by opening this question up again in an attempt
to assist in peaceful settlement, we must be sure that it not be de-
feated again. If the repeal is defeated again, then I think you will have
a repetition of the same record we had before, a further hardening.
What kind of an explosion that will result in, I would shudder to an-
ticipate. So I do think that is a very important point, Mr. Secretary.

ARGUMENT CONCERNING U.S. DEPENDENCY ON SOVIET UNION

Senator HumpHREY. In order to expedite this, to move along to an
argument that was made at the time of the adoption of the Byrd
amendment, that unless we did adopt it and import Rhodesian chrome
we would be so dependent upon the Soviet Union that our national
security might be jeopardized. I noted that Peter Flanigun, who has
been very prominent in all discussions relating to international trade,
and a prominent member of the administration, has stated “that access
to Rhodesian chrome and other minerals is not animportant element in
U.S. security or our overall foreign economic policy, given the sub-
stantial excess of our stockpile resources and the comparatively minor
amounts we actually imported from Rhodesia.” '

Contrary to what those who advocate violation of the sanctions
believed, 1s it not correct that the administration has never found that
compliance with sanctions makes the United States dangerously
dependent upon the Soviet Union for a strategic and eritical material?

Mr. Newsou, The fact is, Mr, Chairman, as I think has been pointed
out, that this has had no effect upon our dependence upon the Soviet
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Union for metallurgical grade chrome. As we pointed out in the initial
debate on this issue, we imported substantial Soviet chronie before
sanctions were imposed because it had certain qualities and charac-
teristics which make it desirable. Since the passage of this legislation,
our imports of Soviet chrome have actuully gone up, so that imports
in 1972 from the Soviet Union were 45 percent of all of our chrome ore
imports. As has also been pointed out, we have other major trade
relationships with the Soviet Union which far surpass chrome in dollar
value, and at a time of current détente and emphasis on trade, I think
we very much discount any national security aspect involved here.

Senator HumpureY. Also aren’t there other countries that export
chrome to us in rather substantial amounts, such as Turkey?

Mr. Newsowm. Turkey and Iran.

Senator HumpHrEY, Yes; and two very friendly countries, but my
sources tell me that our unports of chrome from Turkey decreased
after we resumed our importation of chrome from Rhodesia.

Mr. Newsowm. 1 think it is 2 matter of quality, Mr. Chairman, the
cost of mining and the quality of the ore. It is an economic factor more
than anything else which makes the Soviet chrome desirable.

Senator HuMPHREY. So that, to clarify it, insofar as the availability
of chrome is concerned, there are available supplies. We are attempting
right now to find things that we can buy from the Soviet Union and
the Soviet Union is looking toward things that they can buy from us.
There is always the problem of how you balance off these trade
relations.

The stockpile of chromites is rather substantial, isn’t it? I noticed
that the White House fact sheet on the Stockpile Disposal Act of 1973
states we have a surplus of 4,662,000 tons of chromite in our strategic
stockpiles, Doesn’t that indicate even if the Soviet Union were the
only U.S. source of chrome, which it isn’t, that we have enough of a
stockpile of chrome in casc of an emergency?

Mr. Newsom. This is correct and we are actually proposing in
legislation that the stockpile be reduced.

Senator McGEE. Would the Senator yield on that?

Senator HuMPHREY. Yes.

PAST TESTIMONY BY INDUSTRY GROUFS

Senator McGer. When I was sitting in your chair a moment ago I
was given a letter to the committee from the Deputy Secretary of
Defense who presumably is acquainted with this question. To quote
from his letter: “* * * the metallurgical grade chromite needed by
industry to support the Defense Department’s steel requirement dur-
ing the first year of a war amounts to 128,300 short tons, or 2.3
percent of the quantity held in the inventory as of December 31,
1972.” T want to know——

Senator HumpagrEY. Go ahead. You were just getting going good.

Senator McGEE. When you think back to past testimony here by
some industry groups and the pitch that has been made in the flag-
waving operation, in the cheapest sense of that, you just shake your
head in incredulity, why? What is the motivation? Two and three
tenths percent. Maybe we should impeach the Deputy Secretary of
Defense. Maybe he doesn’t know what he is talking about. But that is
a pretty brash statement from that source about the defense require-
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ments and dependence upon chrome reserves. As I understand it,
they even tried to place our chrome reserves on the domestic market
because we don’t need them. They are not even buying those, They
would rather trade with Rliodesia {or some peculiar reason or the
Soviet Union, probably the grade of ore again. But in terms of what
we need for defense projected over a 3-vear war, it 1s still far less than 10
percent of the total metallurgical stockpile. That does not allow for all
the imports of chrome. It is not only ridiculous, it is almost a crime
that the pressure is put on in this way to try to protect a small toe-
hold of vested interest at the expense of the national interest, very
clearly, and the integrity of the good name of the United States in the
international community. I don’t understand it, and I have tried.
I have tried to understand 1it. I didn’t mean to pop off, Mr. Chairman.

Senator HumMpHREY. It is a very good popoff.

Senator McGee. He is the Russian, you know, Popoff. [Laughter.]

Senator HUMPHREY. Yes.

[MPORTS OF NICKLEL

Mr. NEwsom. Could I add also one point which I think is impor-
tant. As this provision was written it opened the door (o all strategic
materials, not just chrome.

Senator HumPHREY. Yes.

Mr. NewsoMm. The whole cmphasis was on chrome and the argu-
ment was on chrome. But, as a matter of fact, in dollar value the
greater imports under this provisiou have not been chrome. They have
been nickel, and there has been no argument about the strategic
requirements for nickel. In dollar value, out of some $27 million worth
of imports 1 2 years, roughly $11 million in linporis have been in
nickel about which there was never any argument.

Senator IIumPHrEY. In how many yvears?

Mr, Newsom. Two years.

Senator HumPairEY. I noticed that in 1972 there were $4,400,000
worth of nickel cathodes imported to the United States from Southern
Rhodesia. Isn’t it a fact that Canada 1s one of our big sources of
nickel?

Mr. NEwsoM. Yes.

Senator HumrHREY. T believe, we also gct some [rom Finland. Isn't
it also a fact that we have rather large stockpiles of nickel?

Ambussador Scact. The other source, sir, 15 New Caledonia.

sSenator Humpurey., New Caledonia.

Mr. Negwsom. T believe, if T am correct, we are imposing a zero
stockpile for nickel.

Senator Humpunrey. Yes, might I add there seem to be rich nickel
deposit= in northern Minnesota. It is quite a long way's from Rhedesia
and we have free clections up there, no discrimination against Nor-
weglans or Swedes or others. [Laughter.]

0 you see uny strategic reason to unport nickel at all? Didn’t T
understand you to say this is being taken off the stockpile.

Mr. NEwsoum. A case has never been made to us in connection with
the Byrd provision that there is a strategic reason for the nickel
imports,
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LETTER FROM DEPUTY SECRETARY OF DEFENSE CLEMENTS

Senator HumpurEy. I want to include in the record, as a result of
Senator McGee’s comment here a moment ago, the letter to the
IIonorable Donald M. Fraser of the House Comimittee on Foreign
Affairs from Deputy Secretarv of Defense W. P. Clements, Jr. This is
the letter to which Senator MeGee alluded. '

[The letter referred to foilows:]

THE DepPUTY SECRETARY OF DEFENSE,
Washington, D.C., July 20, 19735.
Hon. Donawp M. Frasegr,
Chairman, Subtommitlee on I'niernational Organizations and Movements, Commiltce
on Foreign Affairs, House of Representalives, Washington, D.C.

Diesar Mr. Caaeman: This ig in response to yvour letter of June 8, 1973, re-
garding chorme ore imports from Scouthern Rhodesia and its relation to our
national seeurity requirements for metallurgical grade chromite.

While the Department of Defense is one of the beneficiaries of the stockpile of
strategic materials, we do not control the stockpile. The stockpile is operated by
the General Services Administration {GSA) {(this funection was formerly under the
Office of Emergency Preparedness but was recently transferred to GSA) and is
designed to protect not only the industrial needs of the Department of Defense
during an emergency, but those of the nation, as well.

Metallurgical grade chromite is consumed by industry in the production of
alloy and stainless steels after it is first refined into alloying additives, such as
high carbon ferrochromium., The quantities of these additives consumed are
controlled by specifications for the steel mill products. The Do does not directly
consume chrome ore or the alloying materials. Instead, we look to the steel-
making industry to obtain the raw materials needed to produce our steel
requirements.

When requested, in connection with stockpiling activities, we provide informa-
tion regarding our estimated emergency requirements for materiala. Because it is
so difficult to determine the ferrna.]%oy content of such a broad variety of steel mill
products, we provide our estimate of the alloy and stainless steel tonnages which
we expect to use during an emergency. GSA obtains the total national ferroalloy
uspge from industry and through a factoring process arrives at the approximate
military demand.

There are some uses of chromium metals, however, that we are able to estimate,
for example, special heat resistant components of aireraft engines. These com-
paratively small direct DoD requirements are reported and are included in the total
requirement caleulation for stockpile planning purposes. The following direct DoD
requirement for chromium based on an assumed three year war were reported
during the periods shown:

Short tona
1083 o e o e e e 1, 535
OB e e 1, 350
X 1, 696

According to an estimatc prepared in 1973 by ORP, the mctallurgical grade
cheomite needed by industry to support the Defense Departinent’s steel require-
ment during the first year of a war amounts to 128,300 short tons, or 2.3% of the

uantity held in the inventory as of 31 December 1972. Thus, it can be seen that
the Defense requirement for metallurgical grade chromite is relatively small, and
that the bulk of the stockpile inventory would be used by the non-defense industry
in the event of an emergency.

Thope the above will assist you in your review of the chrome ore import situation.

Sincerely,
W, P. CLEmMENTS Jr.

Senator HumpurEY. Senator McGee, do you have any other ques-
tions you wanted to ask?
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CONSEQUENCES OF LOSING AGAIN ON QUESTION

Senator McGzE. No. The only point 1 wanted to highlight was the
one about not losing again on this question. I think the consequences
of that could trigger a real blood bath in parts of Black Africa where
this is so sensitive right now. I think we have to be very sound in the
way we approach this now. Another loss would, I think, be like drop-
ping a match in a gasoline tank.

SENSITIVITY OF ISSUE IN INTERNATIONAL COMMUNITY

Senator HompHREY. Isn’t it a fact that at the recent meeting of the
British Commonwealth there was considerable pressure brought to bear
upon the British Government in reference to the regime in Rhodesia,
not only from African States but from New Zealand and Australia
and Canada. So the issue is still a very sensitive one in the international
community.

Mr. NEwsoum. A very critical one, Mr. Chairman, in the international
community, and in Britain. 1 mlg‘nt add that what we do here is also
important. I have no reason for inking the two, but I would just point
to the date of mid-November when the British Government itself
must also reconsider the sanctions question. They have an annual re-
newal of the parliamentary order which administers the sanctions.

UNITED STATES STANDS OUT ALONE

Senator HumpHREY. Are there any other major industrialized
countries that have passed legislation or adopted by decree any order
that would violate the United Nations sanctions.

Mr. NEwsowm. There are none. There are indications that perhaps
violations by individual citizens of other countries but no other coun-
try other than the United States has taken any official legislative ac-
tion to violate the sanctions.

Senator HuMPHREY. So we stand out alone as repudiating our actions
in the United Nations and, indeed, of passing a law which is inconsist-
ent with the resolution of the United ations, to which resolution we
gave our support.

Mr. Newsom. That is correct.

Ambassador Scari. Mr. Chairman, we are singled out because we
have done this publicly. Now, as I have said John Scali will defend the
law of the land and will do it with whatever eloquence and effective-
ness and vigor that he can, and the law of the land is the law of the
land. But when you are the only one who is being hit and others are
violating these sanctions secretly, all of the firc centers on one target,
and you spend a lot of time, you waste a lot of authority and I am
afraid, Mr. Chairman, that you don’t make much 1mpact upon the
Africans who look upon this as a symbol rather than anything else.

NATIONAL INTERESTS SERVED BY PROVISION QUESTIONED

Senator HumpeREY. 1 can’t for the life of me see what national
interest this particular provision serves. I mean it isn’t as f we are
starving to death for chrome. It isn't as if we can’t launch a missile
because we don’t have any chrome. 1t isn’t as if we can’t have an
antomobile with a chrome radiator. We are doing all right, it seems to
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me, and I don’t understand what interest we are serving. Maybe we
can find out during this hearing what national interest we are serving.

U.8. METHOD OF BREAKING SANCTIONS QUESTIONED

Senator McGeE. Would it be appropriate to add to the suggestion,
which has been made here repeatedly, that we unilaterally violated
a United Nations commitment which we voluntarily took on, if we
had really felt that we ought to break the sanctions, what was the
way to do it in the international community under law, under our
agreement? What was the way to achieve a change in the sanctions
program? Wasn’t it to have nitiated a repeal in the U.N. and see
whether the U.N. would have adopted it because we were a party to
it? Instead we made this end run through rhetoric on the {loor of the
Senate and some of the rhetoric was not understood. It was written by
somebody else, I suppose. All our speeches are written by people who
who are smarter than we are.

Senator HumPurEY. Except the ong vou just gave, Senator.

Senator McGEE. But again that is a further incriminating point in
the circumstances. It is the way the telephones rang and the button-
holes were pinched and pulled as noses were rubbed in this as a pressure
tactic. And the question the chairman has raised here is why, why in
the light of all this. I think that is a question that maybe we ought
to have an answer to onc of these days. Maybe we ought to.go into it
more ecarefully.

Mr. Newsoxw. I might add, Mr. Chairman, on that question of how
does one gain exemptions from the sanctions, there is a legal way to do
it provided by the sanctions resolution.

Senator Huampnrey. Under the resolution itself there was a way that
we could have withdrawn from it legally. -

Mr. Newsod. In which countries can plead speeial economie prob-
lems which some of the peripheral countries did.

Ambassador Scari. If 1 could add a point here: Not too many
weeks ago in discussing this matter again before the Security Council
of the United Nations, in a mood of frustration some of the countries
decided that since these regulations were being violated perhaps
what was necessary was to extend them, to extend them to include
the Portuguese territories and South Africa—because the United States
would not, rescind section 503. Well, T felt, after considerable study,
that this was a hasty, ill-considered action of the kind that would have
reprecussions in the world market and that many, many countries
would have to think very carefully about whether you extend a leaking
unbrellt which is not guite covering one country to include the
Portuguese territories as well as South Afriea and, indeed, create
perhaps a crisis situation. And so I vetoed that resolution. I vetoed it
because section 503 is on tlie books and T am not going to permit the
United Nations Security Council to decide what the laws of our land
should be. But this is the reason why we are here today. We are
going to he assessing whether perhaps as a nation there 1s a better
way that we can do it. _ S

Senator Humprrey, We want to thank both of you very much for
vour valuable testimony. We Lave other witnesses; so we will move
along and I will ask the next witness to coine to-the stand. '

We thank Secretary Newsom and Ambassador Seali very, very
much and partieularly for your leadership in this matter.
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Mr, John J. Sheehan, legislative director of the United Steelworkers
of America, appearing for that splendid organization.
Jack, welcome.

STATEMENT OF JOHN J. SHEEHAN, LEGISLATIVE DIRECTOR,
UNITED STEELWORKERS OF AMERICA

Mr. Sugenan. Thank you, Senator. I must first express the regret
of President Abel of our organization, who is the presiding officer and
president of the AFL-CI(’s Industrial Union Departments, which is
now in its annual conference in Atlanta, Ga. He was scheduled on your
list to appear today, but he is now chairnnan of the IUD conference in
Atlanta, Ga.

Senator HumpPHREY. I send him my greclings, and good wishes and
thanks for his many great services to this country.,

Mr, SagpnaN. Thank you, Mr. Chairman. As indicated, my name
is Jack Sheehan. I am legislative director of the United Steelworkers
of America. For 114 years now, the United States has been complying
with the congressional edict that the United Nations embargo on
Rhodesin be selectively violated. Tt is appropriate at this time to
examine the effects of that action, and compare the effects with the
claims that were made during the initial and the subsequent debates
on the matter,

CABE OF PROPONENTS OF BREAKING EMBARGO

The prime facts upon which the proponents of breaking the embargo
built their case were that the U.S.S.R. was our principal supplier of
chrome ore during the years of the embargo, and that there was a
substantial Increase in the price of the Russian ore during those years,

Those two facts served as a springboard for numerous claims and
deductions—all put forward as facts, and all calculated to show a
a pressing need for the resumption of chrome ore trade with Rhodesia.

Tt was alleged that with Rhodesia out of the picture, the U.S.S.R.
had a virtual monopoly as our supplier of chrome ore. This gave rise
to two claims:

First, that we had become dependent upon our potential enemy for
a strategic material, thus giving the specter of a national security
problem.

Second, that without Rhodesian comnpetition the U.S.8.R. had been
charging outrageously high prices, thus gouging the U.S. consumers.

From this latter point came another set of claims. Since other na-
tions were violating the embargo, albeit covertly, foreign ferro-
chromium producers ! were obtaining lower priced Rhodesian ore. As a
result, foreign specialty steel producers were operating al lower cost-
muking our domestic specialty steels less competitive. The final cul,
mination of these allegations was that American steelworkers were
losing their jobs.

From the first time that this jobs issue arose, our union has vig-
orously denied its validity. I would like to mention at this point that
appended to my statement is a compendium of letters and telegrams
which were sent to the Congress by Mr. Abel and our legislative
department rejecting that argument.

t Ferrochromtum iz the major produet into which chrome ore is processed, The ferrochromium is then
used as & major compouent of specialty steels,
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RESULTS OF REOPENED TRADE WITH RHODESIA

Now that we have had some experience with reopened trade with
Rhodesia, what has happened?

In short, the results anticipated by the advocates of lifting the
embargo have not been achieved. In some cases, the results could not
be achieved becanse the problems themselves were not directly related
to the Rhodesian chrome ore embargo. Here I speak primarily of the
job-loss issue, but alse of the reliance-on-Russian issuc and, to a degree,
the issue of high Russian prices. In another case, the problem has
proven not to be a problem at all; for instance, the national security
argument, on which some rather dramatic figures were presented
earlier this morning. Furthermore, the breaking of the embargo has
indeed had results quite unexpected by its sponsors; namely, vast
imports of Rhodesian ferrochromium rather than chrome ore, with a
direct relationship to the loss of American steelworkers’ jobs rather
than to their preservation.

I shall expand upon each of these points, beginning with the last one,

U.8. JORS AND RHODESIAN IMPORTS

With regard to American jobs and the Rhodesian imports: After all
the talk about the need for Rhodesian chrome ore to save the American
specialty steel industry, it is surprising to learn that a very small
amount of the ore has been imported since the lifting of the embargo.
In 1972 only 10 percent of our metallurgical chrome ore imports came
from Rhodesia, and in the first 6 months of 1973 it is down to 3 percent.

Rhodesia has not been inactive in its exportation to the United
States, however. It has simply concentrated its emphasis upon pro-
cessed ferrochrome rather than upon raw chrome ore. Ferrochrome,
incidentally, has more value in it, Mr. Chairinan. This is shown In
table 1 which we have in our text.

In 1972 Rhodesia accounted for 27 percent of our hagh-carbon ferro-
chromium imports. In the first 6 months of 1973 the figure rose
dramatically to 48 percent, and this year’s tonnage already surpasses
the 1972 high carbon total.

Senator HumpHREY. T will have all of these tables included in the
record. [See witness' prepared statement.}

Mr. SugeaanN, Thank you, Mr. Chairman. To appreciate that this
is truly an emphasis upon ferrochrome in absolute terms as well as
percentages, it must be realized that to make 1 ton of ferrochrome—
gross welght——approximately 214 tons of the raw ore, of the chrome
ore, are needed, according to the General Services Administration
formula. Since the embargo has been lifted, gross weight of Rhodesian

~ferrochrome imports—Table 1 lists content weight—has been 39,146
tons. Multiplying this figure by 214, we see that in terms of material
equivalency, Rhodesian ferrochrome has outpaced Rhodesian ore
97,865 tons to 67,900 tons.

The fact that the Rhodesian imports constitute such a large sector
of the high carbon ferrochromium imports is significant. Until recently,
low carbon ferrochromium had been in greater demand than high
carbon. Recent technological improvements, however, permit a
higher usage of the more economical high carbon product by the
specialty steel industry Beginning in 1972, and continuing this year,
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domestic consumption of high carbon ferrochromium has been con-
siderably higher than that of low carbon. It is this growing market
into which Rhodesia is now jumping.

By capturing 48 percent of the U.S. import market, Rhodesia has
captured a very large share indeed. As table 2 shows, imports of
ferrochromium as a percentage of totel domestic consumption have
been growing phenomenally, especially since 1970, and especially in
the high carbon area. By combining the information in tables 1 and
2, we learn that thus far in 1973 Rhodesia accounts for nearly half
of all high earbon importa—46 percent—and imports from all sources
account, for 41 percent of all domestic consumption. In other words,
about 20 percent of our own domestic market of all high-carbon
ferrochrome comes from Rhodesia.

The import situation has been inereasingly damaging to the domestic
ferrochrome industry over past years, and the infusion of Rhodesian
products since 1972 has certainly aided in bringing it to a critical
point. On May 4, 1973, the Ferroalloys Association filed for relief
from imports before the U.S. Tariff Comimnission. Subsequently, the
petition was withdrawn as a result of the boom currently being experi-
cnced in the steel industry and supporting industries. Despite its
current increase in profitability, however, the domestic ferrochromium
industry’s share of the market continues to errode, and it stands on
very shaky ground. ’

The impact already 1s very rcal for some of our members. Late in
1972 two domestic producers announced that they were shutting down
their ferrochrome facilities, and both listed imports as & major reason.
Ohio Ferroalloys in Brilliant, Ohio, has already shut down its ferro-
chromium process, switching instead to silicon processes exclusively.
Foote Mineral 1s planning on completely closing its Steubenville,
Ohio, plant by the end of this year. The result of the Foote Mineral
closing will be the loss of 313 jobs. '

RHODESIAN IMPORTS AND U.S. JOBS

Mr. Chairman, T would like at this point to make reference to a
report that T just recently received, put out by the Carnegie Endow-
ment for International Peace entitled, “Trony in Chrome.” On page
26 and page 27 of that report it makes reference to a statement
made by the vice president of Union Carbide, Fred O’Mara, to
Business Week, in which he says: “Inevitably Union Carbide will be
forced to move its ferrochrome production overseas in. order to
compete.”” The report continues:

This is the first public admission that Carbide too will desert the domestic
ferrochrome indusiry. Union Carbide owns not only chrome mines in RWhodesia,
but also a large ferrochrome processing operation therc called Union Carbide
RRhomet, which provides johs to 717 employees, o

What we fear here is an acceleration of the ferrochrome production
moving overseas and outside our own borders, which will result
definitely in the loss of jobs. o

The impact, as I say, is already real, then, on our members.

I have dwelt on this matter not because we view the reimposition
of the Rhodesian embargo as a job protection measure—there are
far more appropriate methods for achieving that; namely, legislated .
import quotas, and we have long sought them. Rather,:T- hiave felt
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this to b&-an important topic because it demonstrates that the lifting
of the embargo has had effects exactly opposite to what its sponsors
were indicating. ' o

Senator HumpEREY. Jack, you may have heard that rather long
buzz which indicates there is a vote in the Senate. If you would tarry
here, I shall be as quick as possible in getting back. It will be about 7
or 8 minutes. I would like to have all witnesses remain. I will go down
and cast my vote and be back up here with you because I want to
hear all of your testimony. It is very good and I appreciate it very
much. We will temporarily recess and be right back. ;

[Short recess.] :

Senator HompuREY. We will proceed. I believe we were on page 8 of
the testimony, Mr. Sheehan. ' ' ‘

Mr. Sueenan. Mr. Chairman, I was indicating that instead of
experiencing preservation of American jobs, we are actually experienc-
ing, and fearing a potential increase in the loss of jobs because of the
increased imports of ferrochrome into our country. Qur own domestic
ferrochrome is really on its knees, and I think the Congress must be
fully aware of these unanticipated and yet real domestic consequences
of its action that it had supposedly taken to aid the domestic well-
being.

RUBSIAN PRICES AND U.S. JOBS

With regard to Russian prices and American jobs, we found this
to be an unrelated problem to whether or not the Rhodesian embargo
should be maintamed.

A major argument in 1971, and again in 1972 for breaking the
embargo was that Russian prices for chrome ore had skyrocketed
during the embargo years, resulting in: (1) Excessive costs to the
American consumers, and (2) competitive disadvantage to the U.S.
specialty steel industry, with attendant job losses. The way to bring
Russien prices in line, 1t was alleged, was to allow competition from
Rhodesia.

Perhaps the Russian prices were overly inflated during the embargo
years; there is no way of knowing for sure and certainly no way of
knowing by how much. There is one certainty, however. The figure
of $100 million per year, which certainly was used by lobbyists, was
inflated.

As table 3 shows, the total value of all grades, not just the metal-
lurgical grade, of all chrome ore imports from all sources during the
embargo years never approached a $100 million. It is absolutely
impossible, therefore, t{:at a windfall of profits of that amount
was ever realized by our suppliers.

As you can see in the table, in 1971 the total value of all chrome
ore coming into the United States from all sources was only $32.1
million and hence the $100 million figure is pure fabrication.

It is undeniable that the Russian prices rose during the years the
embargo was in effect, and that they have dropped since the embargo
was lifted. The embargo may indeed have had a role in this price
fluctuation, but it certainly has not been the sole determinant. The
Russian prices have also been influenced by world demand for steel.

Table.4 shows that free world steel production rose steadily during
the embargo years, until 1971 when production fell by 6 percent.
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Likewise, the Russian chrome ore price rose steadily until 1972, when
it began to drop. Long-term contracts for chrome ore help explain
this 1 year lag in the demand price relationship. The relationship,
then, between the embargo and Russian prices can at best be said to
be only a partial one.

SPECIAL PROTECTION OF U.5, DOMESTIC STEEL INDUSTRY

Regardless of price increases for chrome ore and/or other raw
matertals, and regardless of whether some of the increases were
excessive, the steel industry has had since 1969 a special protection
against any further erosion of its domestic market—a protection not
enjoyed by the ferrochrome industry.

I cannot help at this point, Mr. Chairman, to indicate your role
when you were Vice President of the United States; you were very
helpful to this union and to this industry in bringing about the original
Voluntary Restraint Agreement on steel imports in this country, and T
make reference to this protection to specialty steel, and the general
steel, carbon steel industry in the United States.

Senator HumpurEY. Thank you very much. :

Mr. SuEEnaN. In 1969, the United States, together with Japanese
and European steel producers, signed the first Voluntary Restraint
(quota) Agreement. Under this agreement, imports are held to a given
percentage. In May of 1971, a new VRA was signed which specifically
strengthened the protection for our domestic specialty steel industry.

Later that same year, the legislation lifting the Rhodesian embargo
was enacted. Had the embargo remained in effect, and had the direct
result been an increase in the price we paid for chrome ore, the effect
would not have been damaging. The VRA would have prevented any
further incursion of imports from the countries participating in the
VRA over the agreed-upon amount, despite any price differential
resulting from differing sources of chrome ore. So that, even if we were
subjected to higher prices from Russia and other countries having a
lower price on their chrome ore, they could not get those into the
United States because of the voluntary agreement.

The steel industry—basic as well as specialty—assuredly is experi-
encing acute problems in terms of nnports, employment and compet-
itiveness. But those problems do not arise from the source of chrome
ore. Any difficulties arising from chrome ore prices are slight compared
to the totality of difficulties faced by the industry.

It is because of the suin total of those difficulties that the Voluntary
Restraint Agreement came into being, and why, in addition, we have
supported legislated quotas. The existence of the VRA removes any
doubt that the Rhodesian embargo and steel industry are separate
issues. If anything, the claiins made against the embargo highlight the
need for protective mechanisms such as the VRA so that there can be a
buffer between our foreign policy and our economic policy.

RELIANCE UPON RUSSIA ARGUMENT

Now with regard to reliance upon Russia, we would like to make
these comments.

One of the main arguments put forth in support of suspending the
embargo was that we had become overly dependent upon the U.S.5.R.
for chrome ore because of the embargo. However, our dependency be-
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gan prior to the embargo, and has continued after it. As early as 1463,
Russia was our prime source of metallurgical chrome at 49 percent. As
for after the embargo, 59 percent of our ore came from Russia in 1972,
and in the first 6 months of 1973 they have supplied us with 51 percent
of the total. Therefore, lifting the embargo has not achieved one of its
main objectives—the easing of our reliance on Russia for chrome ore.

However, this fact may be distorted by Rhodesia’s emergence as a
major ferrochrome source. Ilad all of Rhodesian ferrochrome been
imported in its raw ore form in the first 6 months of 1973, the Rho-
desian ore imports would have been greater than Russia’s, 61,900
tons versus 60,800 tons respectively. But the fact is that the bulk
of the Rhodesian material did not come to us as chrome ore, which
would have benefited the ferrochrome domestic ferroalloy industry
and provided the jobs that we heard so much about; the fact that
it did not come in but, rather, came In as processed ferrochrome,
negates any benefit which may be theorized from this shift in the
prime source of our total chrome ore, the shift from Russian to non-
Russian sources.

Rather than strengthening our ferrochrome industry by broadening
its resource base, lifting the embargo seriously weakened the economic
viability of the industry.

NATIONAL SECURITY ARGUMENT

Now, with regard to the national security argument, I think this
morning there was such adequate comment on that, Mr. Chairman,
I would like to skip this part.

Senator HumpHREY. We will include it as part of your testimony
here.

Mr. SuEeHAN. Thank you, sir.

SOCIAL ISSUE

I would like to make reference to the social issue. The jobs of steel-
workers were not at stake because of the imposition of the embargo.
The action that was taken in 1971 was intended as an economic bene-
fit for the domestic steel industry and its suppliers—particularly the
two ferrochrome producers which have Rhodesian chrome holdings.
But the domestic ferrochrome industry has been undermined since,
and partly because of the lifting of the Rhodesian embargo.

The domestic specialty steel industry is indeed benefiting from the
removal of the sanctions. They are benefiting not because the action
has brought cheaper chrome ore to their suppliers, however, but be-
cause it has brought cheaper processed ferrochrome directly to the
industry itsel{.

Labor cost differentials are undoubtedly the prune reason that
Rhodesian ferrochrome has been so highly competitive. Under the
Ian Smith regime, slave labor conditions have existed for blacks. In
his testimony before the House Subcommittee on International Orga-
nizations and Movements on February 22, 1973, Mr., Edgar Lock-
wood, Director of the Washington Office on Africa, stated:

In a recent market research survey published by the Rhodesian Printing and
Publishing Company, Mr. Clive Kinsley, managing partner, remarked that white

Rhodesians are ““the luckiest people in the world.” The survey showed that 26
percent of white Rhodesians earned at least $800 a month and 34 percent earned
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3600 to $800 a month. On the other hand, among black urban Africans, 38 pereent
live in households with incomes of less than $38 a month, and 36 percent have
incomes hetween $38 and $75 a month . . .. Union Carbide’s wages are generally
in line with this seale. Union Carbide pays in its chrame affiliates in Rhodesia as
of 1970 $46 to $130 per month to its African workers while it pays a range of
$122.50"to 750 a month to whites. Average monthly mining wages in Rhodesia
during 1970 were $520 for whites and $39 for Africans.!

As stated previously, the steel industry is already protected by
quota grrangements. If more permanent protection is nceded, then a
comprehenstve solution should be sought. A piecemeal solution such
as the breaking of international sanctions is perhaps the least desirable,
most chaotie, and most distasteful of all possible solutions.

Reimposition of the sanction may cost the U.S. industry and con-
sumers a bit more. But it is a price we should be willing to pay in order
to uphold the integrity of our ideals and the ideals of the United
Nations. We know that it will not be an exorbitant cost, and we know
that it will not include the loss of jobs. Indeed, a retention of our
current posture is more likely to be a cause of job loss.

Unjust social conditions certainly exist elsewhere in the world. That,
however, should not stop us from acting in the case of Rhodesia. The
fact that the sanctions against Rhodesia are the first such actions by
the United Nations makes our adherence to them all the more impor-
tant. If this precedent for a nonviolent alternative to an abhorrent and
explosive situation fails because of total lack of participation, the
effect may be much worse than if it fails on its own mmerits.

V.5, SUGGESTION OF WAYS TO IMPROVE SANCTIONS SUGGESTED

Finally, I would like to suggest that it may be much more construc-
tive for the U.S. Congress to suggest to the United Nations ways in
which the sanctions and their implementation could be improved,
rather than to debate the needs of the sanctions. As an issue interna-
tional in its scope, the needs for and the continuation of the embargo
can most properly be debated in the United Nations,

On the other hand, as a nation which has abided by the sanctions,
and, hopefully, will do so again in the future, it would be quite proper
for the United States to suggest and support methods of improving the
sanctions. In this regard, I refer you to a study entitled “Rhodesia:
Token Sanctions or Total Economic Warfare,” by Guy Arnold and
Alan Baldwin of the Africa Bureau, London, England, and T attach
to this statenient 58 recommendations which the study made with
reference to action that should be taken by the United Nations.

CONCLUSION

In conclusion, the Steelworkers reject the argument that the
embargo on Rhodesia created job threats, and that the embargo can
be judged on any termns other than the moral issues involved.

In 1971 President Abel stated in a letter to Senator Mc(Gee the
following:

The United Steclworkers of America supports the intent of the embargo and its
continuation. We feel that as a nation, and in conjunection with other nations, we
must be socially concerned about basic human justice and, if need be, sustain an
economic price for that convietion. Furthermore, this is one of the few occasions on
which the United Nations acted as the moral conscience of the world, Tts effort,

I Mr. Lockwood's figures on Union Carbide wages were obtained from “Rhodesian Chrome; A Profile of

Union Carbide and Foote Mineral,” published by the Corporate Information Center of the National Council
of Churches, May 1872,
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therefore, should continue to have the support of this country if- the purpose of a
United Nations organization is to be meaningful * * * ‘

As regards the threat of job loss in the specialty steel industry in Pennsylvania
or elsewhere, it is in no way affected by the importation of chromite from
Russia *:* *.

Our problems, therefore, in the specialty stcel industry and the ferroalioy
industry ¢an be solved by quota controls and not by breaking the¢ Rhodesian
embargo on chrome ore *. * * The price of human dignity should not be meas-
ured in terms of the cost of chromite in the United Siates market.

That was the statement by President Abel who, incidentally,
Mr. Chairman, was an alternate representative to the United Nations
himself for, I think, 6 or 7 months a couple of years ago.

PASSAGE OF 5. 1868 URGED

That was our position in 1971, and it is still our position today.
Therefore, we urge passage of S. 1868, which would have the effect of
reinstituting our adherence to the United Nations embargo on

Rhodesia.
[Mr. Sheehan’s prepared statement follows:]

PrEPARED STATEMENT or JoRN J. SHEEHAN, LEGIsLATIVE DiricTor, UNITED
STEELWORKERS OF AMERICA

For one and a half yvears now the United States has been complying with the
Congressional edict that the United Nations embargo on Rhodcesia be selectively
violated, It is appropriate at this time to examine the effects of that action, and to
compare the effects with the claims that were made during the initial and the
subsequent debates on the matter.

The prime facts upon which the proponents of breaking the embargo built their
case were that the USSR was our principal supplier of chrome ore during the years
vears of the embargo, and that there was a substantial increase in the price of the
Russian ore during those yvears.

Those two facts served as a springboard for numerous claims and deduetions—
all put forward as facts, and all ealeulated 1o show a pressing need for the resump-
tion of ¢hrome ore trade with Rhodesia.

It was alleged that with Rhodesia out of the picture, the USSR had a virtual
monopoly as our supplier of chrome ore. This gave rise to {wo claims: First, that
we had become dependent upon our potential enemy for a strategic material, thus
giving the specter of a national sceurity problem. Second, that without Rhodesian
competition the USSR had been charging outrageously high prices, thus gouging
the U.8, consumers.

From this latter point came another set of claims. Since other nations were
violating the cmbargo, albeit covertly, foreign ferrochromium producers! were
obtaining lower-priced Rhodesian ore. As a result, foreign speeialty steel producers
were operating at lower cost, making our domestic specialty steels less competitive.
The final culmination of these allegations was that American steelworkers were
losing their jobs.

From the first time that this jobs issue arose, the United Steelworkers of
America has vigorously denied its validity. I would like to mention at this point
that appended to my statement is a compendium of letters and telegrams which
our Union’s president, I. W. Abel, and I have sent to Members of Congress on this
point since 1971. Also included are Legislative Appeals and a Legislative News-
letter which we have distributed on the subject.

Now that we have had some experience with re-opened trade with Rhodesia,
what has happened? In short, the results anticipated by the advocates of lifting
the embargo have not been achieved. In some cases, the results could not be
achieved because the problems themselves were not truly related to the Rhodesian
embargo, Here I speak primarily on the job-loss issue, but also of the reliance-on-
Russiaissue and, to a degree, the issue of high Russian prices. In another case, the
‘‘problem” has proven not to be a problem at all i.e., the national security issue.
Furthermore, the breaking of the embargo has indeed had results quite unexpected
by its sponsors; nomely, vast imports of Rhodesian ferrochromiumn rather than

! Forreehromium is 1the major product into which ehrome ore is processed. The ferrochromium is then
used as a major component of specialty steels.

22-088—T3 4
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chrome ore, with a direct relationship to the loss of American steelworkers' jobs
rather than to their preservation.
I shall expand upon each of these points, beginning with the last one.

RHODESIAN IMPORT3 AND AMERICAN JOBS! AN UNANTICIPATED PPROBLEM

After all the tailk about the need for Rhodesian chrome ore to save the American
specialty steel industry, it is surprising to learn what o minuscule amount of the
ore has heen imported since the lifting of the embargo. In 1972 only 10 percent of
our metallurgical chrome ore imports came from Rhodesia, and in the first six
months of 1973 the figure was only 3 percent.

Rhodesia has not been inactive in its exportation to the United States, however.
It has simply concentrated its emphasis upon processed ferrochrome rather than
upon raw chrome ore. This is shown in Table 1. In 1972 Rhodesia accounted for
27 percent of our high carbon ferrochromium imports. In the first six months of
1973 the figure rose dramatically to 48 percent, and this year’s tonnage already
surpasscs the 1972 high carbon total.

TABLE 1L.—CHROMEUM IMPQRTS FROM RHODESIA SINCE LIFTING OF EMBARGO

[Short tons§

1973
through
1972 June
Chrome ore—Moetallurgical, grass weight. ... 65, 343 2,550
Percent of total imports._ . ... .. .. ieeon 10 3

Ferrpchrome (chromium content):
oW CarDOm . i 3,578 30
Percent of total imports___ ... ... ... 9 3
High carbon. e 11,835 15, 862
Percent of tolal imports ... 27 48

Source; Bureau of Mines, subject to revision.

To appreciate that this is truly an emphasis upon ferrochrome in absolute terms
as well as percentages, it must be realized that to make one ton of ferrochrome
(gross weight), approximately 2} tons of chrome ore {gross weight) are needed,
according to the GBA formula. Since the embargo has been lifted, gross weight of
Rhodesian ferrochrome imports (Table 1 lists content weight) has been 39,146
tons. Multiplying this figure by 2%, we see that in terms of material equivalency,
Rhodesian ferrochrome has out paced Rhodesian ore 97,865 tons to 67,900 tons.

The fact that the Rhodesian imports constitute such a large sector of the high
carbon ferrochromium imports is significant. Until recently, low carbon ferro-
chromium had been in greater demand than high carbon. Recent technologiesal
improvements, however, permit a higher usage of the more economical high carbon
product by the specialty steel industry. Beginning in 1972, and eontinuing this
vear, domestic consumgption of high carbon ferrochromium has been considerably
higher than that of low carbon. It is this growing market into which Rhodesia
is now jumping.

By capturing 48 percent of the United States import market, Rhodesia has
captured a very large share indeed. As Table 2 shows, imports of ferrochromium
as a percentage of total domestic consumption have been growing phenomenally,
especiallv since 1470, and especially in high carbon, By combining the informaticn
in Tables 1T and 2 we learn that thus far in 1973 Rhadesia accounts for nearly
half of all high carbon imports (48 percent), and imports from all sourees account
for 41 percent of all domestic consumption, In other words, about 20 percent of
all high carbon ferrochrome consumed in the United States this year has come
from Rhodesia,
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TABLE Z--FERROCHROMIUM IMPORTS FOR CONSUMPTION FROM ALL SOURCES, 1961-73
{Thousands of short tons chromium content]

1973
Average through
1961-66 1967 1968 1959 1970 191 1972 Juﬁe
Low carbon___ .. ___..._____ 23.2 32.8 3.8 30.7 18,4 27.0 46.3 12,9
Percent of total con-
sumption__.___.______ 25 33 k) 28 18 31 5 7
High carbon_.. ... ... ._... L5 5.7 5.2 10.7 7.6 27.0 4.0 32.8
Percent of total con-
sumption_____..___.. 10 6 & 12 10 33 36 41
Total ... ... .. 30.7 38.5 40.0 41.4 26.0 .0 90.3 15,7
Percent of totai con-
sumption___...... 18 20 - 21 20 14 az 44 36

1 Source: Bureau of Mines, subject to ravisian.
Source: Petition by the Ferroalloys Association before the U.S. Tariff Commission, May 4, 1973.

The import situation has been increasingly damaging to the domestic ferro-
chrome industry over past years, and the infussion of Rhodesian praducts since
1972 has certainly aided in bringing it to a critical point. On May 4, 1973, the
Ferroalloys Association filed for relief from imports before the U.S. Tariff Commis-
sion, Subsequently, the petition waz withdrawn as a resull of the boom eurrently
being experienced in the steel industry and supporting industries. Despite its
current inerease in profitahility, however, the domestie ferrochromium industry’s
share of the market continues to errode, and it stands on very shaky ground.

The impact already is very real for some of our members, Late in 1972 two
domestie producers announced that they were shutting down their ferrochrome
facilitics, and both listed imports as a major reason. Ohio Ferroalloys in Brilliant,
Ohio, has already shutdown its ferrochromium process, switching instead to
silicon processes exclusively. Foote Mineral is planning on completely closing
its Steubenville, Ohio, plant by the end of this year. %‘he result of the Foote
Mineral closing will he 313 lost johs.

I have dwelt on this matter not because we view the reimposition of the Rho-
desian embargo as a joh protection measure—there are far more appropriate
methods for achieving that; namely, legislated import quotas, and we have long
sought them. Rather, I have felt this to be an important topie because it demon-
strates that the lefting of the embargo has had effects exactly opposite of ifs
gponsors’ intentions.

Tt was assumed that the embarge-lifting was to apply only to chrome ore, and
repeated assurances were made to that effect. For instance, Senator Byrd of
Virginia, the prime sponsor, stated that the provisiorn “would apply to only one
commodity, chrome ore,”” on four separate oceasions in the debate of Septem-
bher 234, 1971.2 Yet a commodity more valuable than chrome ore—the processed
ferrochrome—has heen shipped to the United States from Rhodesia in quantitics
grealer than the ore itself.

It was assumed that lifting the embargo would help strengthen the domestie
specialty steel and supporting industries, Yet the lifting of the embargo has
aided considerably to the crosion of specialty steel’s most basie supporting in-
dustry—the ferrochrome producers,

It was assumed that lifting the embargo would save American jobs. Yet it has,
and may coatinue to, eost Ameriean jobs.

The Congress must be made fully aware of these unanticipated, and yet very
real domestic consequences of its action that was suppozedly taken to aid the
domestic well-being,.

7 Congressional Record, September 23, 1971, 8, 14035, 14936 and 14042, -~
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‘RUBBIAN PRICES AND AMERICAN JOBS! UNRELATED‘PROBLEMS

A major argument in 1971 and again in 1972 for breaking the embargo was
that Russian prices for chrome ore had skyrocketted during the embargo years,
resulting in: (1) excessive costs to the American consumers; and (2) competitive
disadvantage to the United States specialty steel industry, with attendant job
logses. The way to bring the Russian prices in line, it was alleged, was to allow
competition from Rhodesia. o

Perhaps the Russian prices were overly inflated during the emhbargo years;
there is no-way of knowing for sure, and certainly no way of knowing by how much.
There iz one certainty, however. The figure of 3100 million per year, which was
widely cited ? as the excess cost to American consumers due to Russian prices,
was itself grossly inflated. As Table 3 shows, the total value of all grades of chrome
are imports from all sources during the embargo years never even approached
%100 million. Tt is absolutely impossible, therefore, that a windfall of profits of
that amount has ever heen realized by our suppliers.

Tanne 3.—U.S8. smporls of chromite for consumplion, includes all three grades:
refractory, chemical, and melallurgical -
[Dollars in miilions]

Total value of ail
chromite imports

OB e meo___ _ $18.2
OB e eiiceo 20.0
Y070 e - 31. 8
107 L. 32. 1

Spurce: U.8. Bureau of Mines.

It is undeniable that the Russian prices rose during the years the embargo was
in effect, and that they have dropped since the embargo was lifted. The embargo
may indeed have had a role in this price fluctuation, but it certainly has not been
the sole determinant. The Russina prices have also been influenced by world de-
mand for steel. Table 4 shows that free world steel production rose steadily during
the embargo vears, until 1971 when production fell by 6 pereent. Likewise, the
Russian chrome ore price rose steadily until 1972, when it began to drop. (Long
term contracts for chrome ore help explain this one year lag in the demand/price
relationship.) The relationship, then, between the embargeo and Russian prices ean
at best be said to be only a partial one.

TABLE 4.—Free world production of raw steel

[In million short tons]

1967 (8 POrcent) ..o oo e e e e e e 380
1968 (48 percent) e 409
1969 (410 percent) ___ . e e 450
1970 (42 pereent) .. . o e e 461
1971 (—6 percent) e 434
1972 (410 pereent) .. e 476

Source: Annual Statistical Report, 1972 {(Amerfcan Tron £ Steel Institute).

Regardless of price inereases for chrome ore and/or other raw materials, and
regardless of whether some of the increases were excessive, the steel industry has
had since 1969 a special protcction against any further erosion of its domestie
market—a protection not enjoyed by the ferrochrome industry. In 1969, the
United States, together with Japanese and European steep producers signed the
first Voluntary Restraint (quota)} Agreement. Under this agreement, imports are
held to a given percentage. In May of 1971, & new VR A was signed which specif-
ically strengthened the protection for our domestie specialty steel industry.

Later that same vear, the legislation lifting the Rhodesian embargo was en-
acted. Had the bargo remained in effect, and had the direct result been an increase
in the price we paid for chrome ore, the effect would not have been damaging. The
VRA would have prevented any further incursion of imports from the countries
participating in the VRA over the agreed-upon amount, despite any price dif-
ferential resulting from differing sources of chrome ore.

¥ See for cxample, Congressional Record of May 31, 1972, 5. B52D.
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The steel industry—basic as well as specialty—assuredly is experiencing acute
problems in terms of imports, employment and competitiveness. But those prob-
loms do not arise from the source of chrome ore. Any difficulties arising from
chdrome ore prices are slight compared to the totality of diffieulties faced by the
industry.

It is because of the sum total of those difficulties that the Voluntary Restraint
Agreement came into being, and why, in addition, we have supported legislated
guotas. The existonce of the VIRA removes any doubt that the Rhodesian embargo
and steel industry jobs arc separate issues. If anything, the claims made against
the cinbargo highlight the need for protective mechanisms such as the VRA so
that there can be a buffer hetween our foreign policy and our economic policy.

MELIANCE ON RUSSIA FOR ORI UNAFFEUTED BY LIFTING THE EMBARGO

One of the mmain arguments put forth in support of suspending the cmbargo
was that we had hecome overly dependent upon the USSR for chrome ore because
of the embargo. However, our dependency began prior to the embargo, and has
continued after it. As early as 1963 Russia was onr prime source of metallurgical
chrome at 49 perceni. As for after the embargo, 59 percent of our ore eame from
Russia in 1972, and in the first six months of 1973 they have supplied us with
51 percent of the total. Therefore, lifting the emhargo has not achieved one of
its main objectives—the easing of our reliance on Russia for chrome ore.

However, this faet is distorted hy Rhodesia’s emergenee as a major ferrochrome
source, 1Iad all of Rhodesian ferrachrome been imported in its raw ore form in
the first six months of 1973, the Ithodesian ore imports would have hecn greater
than Russia’s, 61.9 thousand tons versus 60.8 thousand tons respectively. But
the fact that the bulk of the Rhodesian material did oot come to us as ¢chrome ore,
hut rather as processced ferrochrome, negates any benefits which may be theorized
from this shift in the prime source of our total chrome imports. Rather than
strengihening our ferrochrome industry by broadening its resource base, lifting
the embargn scriously weakened the economic viability of the industry.

TABLE 5.—IMPORTS OF METALLURGICAL GRADT CHROMITE FOR DOMESTIC CONSUMPTION

. 1973
through
1963 1964 1565 1966 1967 1968 1959 1970 1971 1972t Jupe:

A. Percent hy country:

373 3y A o ... 4 10 3
(49) (42) 27 (33 (45 (5% (51 (58) (4ly (59) Gl
10 6 19 20 16 27 14 19 7 g 3L

_ 1 5 13 20 14 il 27 14 21 i6 7
Other_ ... _.... .. 0 4 4 2 2 1 2 9 7 [ 8

B. Total imporis by pross weight (thous- - :
ands of shorttons). . _..0 . __. 394 661 8BB4 933 660 567 520 703 667 633 118

1 Subject to révision,
Source: Bureau of Mines.

NATIONAL SECURITY . A NONEXISTENT PRODLEM

The prime rationale given in 1971 and 1972 for socking to lessen our relinnce on
Russia as a supplier of ehrome ore was that the reliance constituted a national
sccurity risk. We should not, it was argued, be at the merey of cominunist Russia
for gne of our strategie materials. Co

In the same year that this issue first arose, however, the adninistration deter-
mined that our national stockpile of strategic materials contained an excess of 1.3
million tons of metallurgical chromite, and snught Congressional authority to sell
that amount. Clearly, then, we had more than enough chrome ore on hand for
strategic purposes, regardless of our high dependence upon Russian ore for our
normal consumption. o ‘

The 1971 request never received final Congressional action: -This, vear the
administration has increased the amrunt it is secking to release from the stockpile.
Despite our continued reliance on Russia for chrome ore, the administration feels
that our stockpiles contain 2.064 million tons of excess metallurgical chrome ore.
In addition, it is asking Congress for authority to sell off 349,400 fons of high
carbon ferrochromium and 234,000 tons of Iow carbon ferrochromitun.
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In addition to these indications that national security is not a real issuc, there
have been explicit words to the same effect. In his June 26, 1973, letters to Con-
gressmen Fraser and Diggs, Mr. Peter Flanigan of the White House stated:

““ Access to Rhodesian chrome and other minerals is not, however, an important
clement in 11.8. seeurity or in our overall foreign economic policy given: (1} the
substantial excess of our stockpile resources and (2) the comparatively minor
amounts we actually import from Rhodesia.”

Thus, the continued position of the administration should be sufficient to put
the national security argument to rest.

THE SOCIAL ISBUE

What arc we left with, then, is the soeial issue. The jobs of steelworkers were
not at stake becanse of the lmposition of the embargo. The action that was taken
in 1971 was intended as an economie benefit for the domestic steel industry and
its supplicrs—particularly the two ferrochrome producers which have Rhodesian
chrome holdings. But the domestic ferrochrome industry has been undermined
since, and partly because of, the lifting of the Rhodesian embargo.

The domestic specialty steel industry is indeed henefiting from the removal of
the sanctions. They are benefiting not because the action has brought cheaper
chrome ore to their suppliers, however, hut because it has brought cheaper
processed ferrochrome directly to them.

Labor cost differentials are undoubtably the prime reason that Rhodesian
ferrochrome has been so highly competitive. Under the Ian S8mith regime, slave
labor conditions have existed for blacks. In his testimony before the House
Subecommittee on Afriea and Subcommittee on International Organizations and
Movements on Fehruary 22, 1973, Mr. Edgar Lockwond, Director of the Wash-
ington Office nn Africa stated:

“In a recent market research survey published by the Rhodesian Printing and
Publishing Company, Mr. Clive Kinsley, managing partner, remarked that
white Rhodegians are ‘the luckiest people in the world.” The survey showed that
26 percent of white Rhodesians carned at least $800 a month and 34 percent
carned $600 to $800 a month, On the other hand, among black urban Africans,
38 pereent live in houscholds with incomes of less than $38 a month, and 36
pereent have incomes between $38 and $75 a month . . . Union Carbide’s
wages are generally in line with this seale. Union Carbide pays in ils chrome
affiliates in Rhodesia as of 1970 $46-130 per month to its African workers while
it pays a range of $122.50 to $750 a month to whites. Average monthly mining
wages in Rhodesia during 1970 were $5320 for whites and $39 for Africans,” *

The sanctions imposed hy the United Nations are a testament to the political
and sconomic suppressions whieh exist in Rhodesia. The guestion now hefore
Congress is thig: Shall we continue to encourage such an unjust system by con-
tinuing to violate the international sanctions, solely for the purpose of ecomomic
benefit to the specialty steel industry?

As staled previously, the steel industry iz already protected by quota arrange-
ments. If more permanent protection is needed, then a comprehensive solution
should be sought. A pieeemcal solution such as the breaking of international
sanctions iz perhaps the least desirable, most chaotic, and most distasteful of all
possible solutions,

Reimposition of the sanetion may cost the United States industry and consumers
a hit more. But it is a price we should be willing to pay in order to uphold the
integrity of our ideals and the ideals of the United Nations. We know that it will
not be an exorbitant cost, and we know that it will not include the loss of jobs.
IIndeed, a retention of our current posture is more likely to be a cause of job
1188,

Unjust soeial conditions certainly exist elsewhere in the world. That, however,
should not stop us from acting in the ease of Rhodesia, The fact that the sanctions
against Rhodesia are the first such actions by the United Nations make our
adherence to them all the more important. If this precedent for a nonviolent
alternative to an abhorrent and explosive situation fails because of total lack of
participation, the effect may be much worse than if it fails on its own merits.

Finally, I would like to suggest that it may bc much more constructive for the
United States Congress to suggest to the United Nations ways in which the sanc-
tions and their implementation could be improved, rather than to debate the needs

4 Mr. Lockwood’s figures on Union Carbide wages were obtained from “ Rhodesian Chrome; A Profile of
Union Carbide and Foote Minerul,” published by the Corporate Inforination Center of the National Counedl
of Churches, May 1972,
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of the sanetions. As an issue international in its scope, the needs for and the
continuation of the embargo can most properly be debated in the United Nations.

On the other hand, as a nation which has abided by the sanctions, and, hope-
fully, will do so again in the future, it would be quite proper for the United States
to suggest and support methods of improving the sanctions. In this regard, I
refer you to a study entitled ‘* Rhodesia: Token Sanctions or Total Eeconomie
Warfare'” by Guy Arnold and Alan Baldwin of the Africa Bureau, London,
England. Included in the study’s list of 58 recommendations are:

Circulation of lists of all goods Ihodesia is known to export;

United Nations review of special exceptions to the sanctions;

Public exposure of sanctions violations;

TUnited Nations requesting of members to “frecze’” any cargo suspected as
being Rhodesian until 4 thorough inspection ;

Seizure of Rhodesian goods, and their =ale with proceeds to go to the
United Nations;

Sanctions against multinational corporations aiding Rhodesian  sub-
sidiaries,

Attaehed is a copy of the fill set of recommendations.

In conclusion, the Steelworkers reject the argument that the embargo on
Rhodesia ereated job threats, and that the embargo can be judged on any terms
other than the moral issues involved. In 1971 President Abel stated in a letter to
Senator McGee:

“The United Steelworkers of America supports the intent of the embargo and
its continuation. We feel that as a nation, and in eonjunction with nither nations,
we must be socially eoneerned about hasic human justice and, if need be, sustain
an economie price for that conviction. Furthermore, this is one of the few occasions
on which the United Nations acted as the moral conseience of the world. Its
effort, therefore, should continue to have the support of this country if the purpose
of a United Nation’s organization is to be meaningfni. To break the embargo
on this item will surely lead to a breaking of the embargo on other items,”

ATTACHMENTS

UNITED STEELWORKERS OF AMERICA,
Piitsburgh, Pa., Seplember 29, 1971,
Hon, Garrz W. McGer,
U.8. Senate, Washington, D.C.

Drar SenaTor McGer: Recently the Senate debated a provision of the
Military Procurement Authorizations Act, 1972 (H.R. 8687), reported out by the
Senate Armed Services Commitiee, which would permit the United Btates uni-
laterally to breach the United Nations’ embargo against Rhodesta for the purpose
of importing chrome ore or chromite. Because of the official social and racial
injustices perpetrated by the Rhodesian government against its citizens, the
TN applied the economic solution of an embargo until such time as that govern-
ment through negotiations would correct such indignities. the impact of the
embargo, as far as chromite is coneerncd, is that the American ferroalloy producers
have increascd their purchases of Russian chrome ore from a level of 33 percent
in 1966 to a level of 58 percent in 1971.

During the floor debate on your amendment to delete this morally indefensible
gection and to maintain the embargo, Senator Ilarry Byrd (Va.) read a telegram
from a Mr. William Hart, who specifieally identified himself ag 4 member of the
executive board of the United Steelworkers of America, in support of the effort
to destroy the effectiveness of the embargo. Let nie assure you that his telegram
neither was endorsed by the executive board of nor does it reflect the position of
the Steelworkers.

The United Steelworkers of America supports the intent of the embargo and
its continuation. We feel that as a nation, and in conjunetion with other nations,
we must be socially concerned about basic human justice and, if need be, sustain
an economie price for that convietion. Furthermore, this is one of the few oceasions
on which the United Nations acted as the moral conscience of the world. 1ts effort,
therefore, should continue to have the support of this country if the purpose of a
United Nations organization is to be meaningful. To brepk the embargo on this
item will surely lead to a breaking of the embargo on other items,

Arguments on the floor indicated that the Senate Foreign Relations Committee
had previcusly rejected this measure; that fully three years before the embargo
we were already importing almost 40 percent of chromite from Russia {49 pereent
in 1963); and that there is a governmental request to releage 1.3 million tons of
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chrome from the strategic dtockpile, thereby belying any charge of strategic
shortage of this mineral.

However, as regards to the threat of job loss in the specialty steel industry in
Pennsylvania or elsewhere, it is in no way aflected by the importation of chromite
from Rassia. OQur problem in that industry is due to the inordinate levels of special-
ty steel imports from Japan and Europe and not to the source of chromite im-
ports. To correct the specialty steel trade imbalance we have supported steel
quota legislation and/or voluntary agreements. However, the importation of
chrome ore from Russia does not aggravate the importation of specialty steel. It
certainly did not do g0 in the three years prior to the embargo.

The ferroalloy industry i3 also beset by ferroalloy imports. We have supported
their contention before the Office of Emergency Preparedness for quota relief. But
the relief was to be directed against ferroalloy imports, for example ferrochrome,
and not the ferro-ores, for example chromite, wpon which the industry depends.
The lack of access to Rhodesian chrome ore fields does not affect the volume of
chrome ore imports, The fact that some ferroalloy praducers own properties in
in Rhodesia should not sway the United States decision to maintain the embargo.

Qur problems, therefore, in the specialty steel industry and the ferroailoy in-
dustry can be solved by quota controls and not by breaking the Rhodesian em-
bargo on chrome ore. We hope that this untimely and socially indefensible pro-
vision of H.IL. 8637 will be dropped either in conference by or futher action by the
Senate. The price of human dignity should not be measured in terms of the cost of
thromite in the United States inarket.

HSinecerely yours,
I. W. ABivL, President.

UNITKD STHELWORKERS OF AMERICA,
Washington, D.C., Novemhber 16, 1971,

Hon. :

House of Representatives,

Washington, D.C.

Dear CoONGRESSMAN : During the dcbate on the floor regarding
the discontinuanee of the UN embargo on Rhodesia chrome ore, reference was
made 1o the unemployment situation in the steel industry. While we do not
subscribe to the theory that unemployment is due to the source of the chrome ore
imports, and while we do support the UN emburgo as a diplomatic instrument to
effectuate racial justice in Rhodesin, we do very definitely hold that there is a
very serious employment problem due to the importation of basic and specialty
steel products. '

We, therefore, solicit your support of the Burke bill (H.R. 10914), which will
very naturally protect and enhance job opportunities in the steel industry. We
hope that you can co-sponsor the legislation so that jobs will really be protected.

Sincerely,
Joux J. BHERHAN,
Legislative Director,

UNITED STEELWORKERS OF AMERICA,
Washington, D.C., May £, 1972,
Hon,
U.8. Senate,
Waskington, D.C.

DEAr BEvaTor : The Tlnited Steelworkers of America has
maintained that upholding the United Nations embargo against’ Rhodesian
chrome ore does not affect jobs of American Steelworkers. The recent release of
excess chrome from the strategic stockpile further indicates that it is not necessary
for the United States to continue to vielate the embargo.

A February 22, 1972 article in the American Metal Markef stated that, “Un-
certainties continue to surround the Rhodesian chrome ore picture with respect
to prices and supplics moving to the United States. . . . The Rhodesian govern-
ment has controlled the producticn and sale for all mines in Rhodesia since the
sanctions were imposed by the United Nations. At the present time, the Rhodesian
government has not indicated to Union Carbide how much ore will be available
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in 1972 [except for] an immediste shipment of abput 20,000 tons of ore.”” Such
uncertain circumstances would seem to place in question any assertion that the
opening of Rhodesian imports would provide insuranee against a real or potential
Cerisis. ‘

Surely we do have some commitment to prevent political exploitation of
minorities and we should express that commitment through economic sanetions
rather than ultimately being involved, direetly or indirectly, in bloodshed.

We, therefore, support and urge your support of Secction 503 of the Foreign
Relations Authorization Act of 1972 (8. 3526), which would rescind the previous
action of Congress which resulted in a breaking of the embargo,

Sincerely,
Joun J. SHEEHAN,
Legislative Direclor.

UnIiTED BTERLWORKERS OF AMERICA,
Washington, D.C., August 8§, 1972,

Hon. Doxawp M. FrasEr, :

House of Representatives, Washington, D.C.

Dean ConarEssMaN Frasier: The question concerning Rhodesian ehrome ore
should revolve around the issue as to whether the United States should support
the United Nations’ embargo against a country which has denied elemental
rights to its citizens.

The issue is not whether the importation of chrome ore is affecting American
steelworkers’ jobs in the specialty stecl industry. As a union, we have maintained
that it is the importation of specialty steel itself and not the source of chrome
ore which has an adverse impact upon jobs. We have always been an importer of
chrome ore. As a matter of fact, in 1963 before the embargo we imported 49 perecent
of our supply from Russia, whereas in 1971, the last full year under the embargo,
we iniported only 35.8 percent—well below the pre-embargo level,

The rapid increase in the price of USSR chrome ore after the imposition of the
embargo has been exploited as an example for the loss of competition in the market.
But another factor must also be considered. The period of this price increase was
accompanied by a boom in the world steel market. That market has now become
deflated and so has the Bovict's price of chrome ore. It is now down 20 percent
from the 1971 price.

Even with a depressed price for chrome ore, it is the contention of the union
that the American producers need the protection of a steel quota system—which
they now have under the revised Voluntary Restraint Agreement. Price competi-
tion for the finished specialty steel products between domestic and overseas pro-
ducers would be little affected by the price of chrome cre imports and, hence,
neither would the levels of foreign specialty steel imports. Without the Restraint,
the opening up of an American market for Rhodesian ore would not increase steel
production possibilities. With the Restraint, the import competition is controlled
and no further allegations need be made about adverse competition due to other
factors.

The union’s position on foreign steel imports should not, therefore, be confused
with the question of an embargo upon the origin of chrome ore imports. We have
urged restraint upon the former and we also support the latter. The first restraint
protects jobs and the latter, while not affecting jobs, attempts to secure rights for
Rhodesian citizens.

If the embargo on ehrome ore is to be questioned, then also the whole embargo
technigue should be questioned, and not just that aspect which affects the proper-
ties of two American companies holding mining deposiis in Rhodesia. Other
measures might be devised to handle their problem.

It may be argued that as Americans we should have no concern for the rights of
people in other nations. So be it! But the United Steelworkers of America thinks
we do and for that reason it supports the United Nations’ sanctions. However, the
debate on the embarge should turn on its effectiveness as a tool and our responsi-
bility as a hation, but not upon any allegation that American workers are losing
jobs because of it.

Sincerely,
Joun J. SHEEHAN,
Legislative Director.
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UNITED STEELWORKERS OF AMERICA,
Waskinglon, D.C., May 29, 1873.
Homn.
House of Represenialives,
Washinglon, D.C.

Drar CoNGRESSMAN : In 1971, Congress voted to suspend our
ndberence to the United Nations cmbargo on Ithodesia by allowing the importa-
tion of certain Rhodesian goods under the so-called IRRhodesian Chrome Ore
Amendnment, On May 22, 1473, Congressmen Fraser and Diggs, along withk 56
cosponsors, introduced H.R. 8005 to reinstate the embargo. We urge you to join
in this effort of deep social eoncern.

Contrary to allegations which have been made ever since this izsue first arose,
Jobs of American specialty steclworkers were never jeopardized by the embargo,
nor would they be jeopardized by o restoration of the embargo. Indeed, job loss to
American ferrochrome workers has accelerated sinee passage of the 1971 amend-
ment. It is important to note that the amendment allows not only the importation
of Rhodesian chrome ore, but also Rhodesian ferrochrome—the produet into which
chrome ore is processed. Since the lifting of the embargo, Rhodesia has been very
active in exporting ferrochrome to the United States. Recently, two domestic
ferrochrome producers have announced plant closures, and the Ferroalloys Asso-
ciation has petitioned the Tariff Commission for relief from imports.

The important. point, however, is that the Rhodesian embargo issue is not a
jobs issac. The origination and continuation of the Rhodesian embargo is an issue
of international social justice, the consideration of which belongs in the United
Nations. As a major participant in the UN, it is important that we uphold its
decision to imposze sanctions a slong as that policy is in efTect,

We hope that vou will join ss a cosponsor of this important legistation.

Sincerely,
Jouw J. SHEEHAX,
Legislative Directar,

UNITED STEELWORKERS OF AMERICA,
Washington, D.C., May 30, 1873,

Hon.
U.8. Senate, Washingion, D.C.
DEAR BENATOR : In 1871, Congress voted 1o suspend our adher-

ence to the United Nations embargo on Rhodesia by allowing the importation of
certain Rhodesian goods under the so-called Rhodesian Chrome Ore Amendment.
On May 22 1973, Senator Humphrey and 23 cosponsors introduced 3. 1868 to
reinstate the embargo, We urge vou to join in this offort of deep social concern,

Contrary to allegations which have been made ever since this issue first arose,
jobs of American speeialty steelworkers were never jeopardized by the cmbargo,
nor would they be jeopardized by a restoration of the embargo, Indeed, job loss to
American ferrochrome workers has accelerated since passage of the 1971 amend-
ment, It is important to note that the amendment allows not only the importation
of Rhodesian ehrome ore, but also Rhodesian ferrochrome—the product into which
chrome are is processed. Since the lifting of the embargo, Rhodesia has been very
active in exporting ferrochrome to the United States. Recently, two domestic
ferrochrome producers have announced plant closures, and the Ferroalloys Asso-
ciation has petitioned the Tariff Commission for relief from imports.

The important point, however, i= that the Rhodesian embargo issue is not g jobs
issue, The crigination and continuation of the Rhodesian embargo is an issue of
international social justice, the consideration of which belongs in the United
Nations, As a major participant in the UN, it is imporiant that we uphold its
decizion to impoze sanctions as long as that policy is in effect.

We hope that you will join as a cosponsor of this important legislation.

Sincerely,
Joun J. BHEEHAN,
Legislative Director.

August 9, 1572.
CaroMe Ore IMpoRTS

The issue of the United Natinns-sanctioned embargo of Rhodesia, as it applies
to chrome ore, will again be before the House very shortly, The debate which has
swirled ahout this issue has brought to the fore many claims of undue hardship
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to the American specially steel indusiry and threats of job loss to American
steelworkers.

As the union which would be directly affected hy this alleged adversity, let me
again ecmphatically state that the United Steelworkers of American fails to see
any credence in these claims. Furthermore, we have always supported the em-
bargo in the past, and we support its reinstatement now.

A number of points eoncerning competition on the affected marketplace must
be made elear:

(1) Voluntary Trade Restrainis—On May 6, 1972, the White House announced
that new import accords had been reached with the Japanese and Kuropean steel
producers. These agreements are designed to prevent any further erosion of the
domestic steel market by imports, explicitly including the specialty steel market
{which is the market sector affected by chrome ore). In other words, our domestic
production of specialty steel, for domestic consumption, will not be adversely
affected because of different prices of chrome ore from different sources.

(2) Price io the American Consumer—A picture has been painted by some that
the American consumer is being gouged because of the removal of the Rhodesian
supply as a competitive factor. Barron’s magazine, for example, states in its
May 29, 1972 issue that the “sanctions cost United States consumers of stainless
steel an estimated $100 million per annum . . . " The inferenee is that the cost
of Russian chrome ore rose dramatically after the imposition of the embargo, with
a resulting $100 million windfall being charged off onto the American consumer.
But State Department figures reveal the following:

U.5.5.R. CHROME DRE IMPORTS INTO UNITED STATES

Percent of totat
U.5. chrome ore Dollar value

Year Tonnage impaorts (millions}
060 e 299, 000 57 $7.8
Y070 . e am 409, 410 58 13.7

With the dellar value of over half of the imports being at the amounts listed in
the abave chart (7.8 and $13.7 million), it is inconceivable that excess profits on
the Soviet imports or even on the total imports eould be $100 million.

Prices may indeed be somewhat higher for non-Rhodesian ore. But we find no
assurances from Rhodesia from which to gauge what we might expect from them
in the future. A February 22, 1972 article in the American Metal Market stated
that, “Uncertainties continue to surround the Rbodesian chrome ore picture with
respeet Lo prices and supplies moving to the United States . . . The Rhodesian
government, has controlled the production and sale for all mines in Rhodesia since
the sanctions were imposed by the United Nations. At the present time, the
Rhodesian government has not indicated to Union Carbide how much ore will be
available in 1972 [except for] an immediate shipment of about 20,000 tons of ore.”
Such uncertain circumstances would seem to place in question any assertion that
the opening of Rhodesian imports provides any panacea for American eonsimners.

(3) Steel Market Fluctuatinn—The rapid increase in price of USSR chrome
after the imposition of the embargo has been cxploited as an example of the loss
of competition in the market. But another factor must also be considered. The
period of this priec increase eoincided with boom years in the world steel market.
That market has now deflated, and so has the Soviel price of chrome ore (down
21 per cent from the 1871 price}.

(4) Reliance Upon the USSR-—Tn the years of 1969 and 1970, we did in fact
import the majority of our chrome ore from Russia. In 1971, however, Turkey
beecame the leading importer at 30.4 por cent, with the USSR falling back to 35.8
per cent—almost its preembargo level.

We fect that the economic arguments against the embargo are unfounded. But
more important, we feel that the Rhodesian embargo must rest on ile own social,
not cconomic merits. This nation owes a deep moral commitment to the objectives
of that embargo.

We, therefore, support and urge vour support of Section 14 of the Foreign
Military Assistance Act of 1972 (H.R. 16029}, which would rescind the previous
embargo-breaking action of Congress and restore the President’s diserctionary
authority to reinstitute it.
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September 27, 1972,

U.N. EMBARGO 0N RHopesiAN CHROME ORE:

Beeause of the official social and racial injustices perpetrated by the IThodesian
government against its citizens, the United Nations in 1966 applicd the economic
sanction of an embargo on all Rhodesian goods. The United States adhered to
that embargo until last year when the Byrd (Independent-Va.) amendment
passed, thereby allowing the importation of Rhodesian chromite, There have been
two attempts this year, one in each chamber of the Congress, to reverse the policy
established by the Byrd amendment. Both attempts have failed. The Steelworkers
opposed the Byrd amendment and has supported the subsequent attempts to
reinstitute the embargo.

THE JOBB IBSUE

Whenever the Rhodesian chrome ore issue has come before the Congress, a
predominant anti-embargo argument has been that jobs of Steeclworkers in the
specialty steel industry are at stake without the availability of Rhodesian ore.
The asgertions put forth in support of this argument are that without competition
from Rhodesia, the United States has become overly dependent upon Russia
for chrome (the United States produces none of the ore). In this noncompetitive
market, the argument goes, Russia then charges the United States exorbitant
prices, and, as o result, our finished specialty steel products are priced out of
world and cven domestic competition.

The argument seems logical at first glance, but closer study shows it to be mis-
leading; the issuc of jobs of American Steelworkers has no relevancy to the issue
of the Rhodesian embargo, In short, our name has been exploited for the economie
benefit of two American companies with chromite holdings in Rhodesia. What
was at stake was not jobs; what was and still is at stake is a moral commitiment to
4 people in need, and a statement of support in one of the few bold steps taken by
the world organization.

That gpecialty steel jobs are in jeopardy cannot be denied. This Union has been
a leader in the fight for recognition of that problem, and for & solution. But it is
clear that the job situation is a result of the flood of specialty steel imports in our
market. It is not a result of the source of chrome ore which goes into our domestic
production of speciatly steel. In regponse to the steel import problem, general and
special, we have supported legislative and voluntary steel quota restrictions. In
May, 1972, o new Voluntary Restraint Agreement was reached between the
United States, Japan, and the European steel producers, which contained specific
restrictions on specialty steels. This revised accord will give our domestic pro-
ducers the cushion they need for imports. It of itself should be enough to disprove
the jobs-impact argument on the Rhodesian gquestion,

CO8T

A much-heard statement during the Rhodesian debate has been that the
embargo had cost United States consnmers about $100 million annually due to the
iuflated prices we were forced to pay when the Rhodesian source was shut off.
Not only is this statement a gross exaggeration, but it is an absolute impossibility,
as shown by Table 1.

Since the value of afl chromite imports has never even approached $100 million
per year, it is inconceivable that dn excessive windfall of profits of that amount
has ever been realized by our suppliers.

Tarts 1,—U.8, fmports of Chromile for consumplion, includes all three grades:
refractory, chemical and melallurgical

[Dollars in millionsj

Total value

of afl

chromite

. imports

1968 _ e S %18, 2
1969__ .. e e e e e e e e e e eelo-- 20.0
1970 a2 318
197 e N T, 321

Source: U.8. Bureau of Mines,
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The price of Russian ore had undeniably risen during the years that the embargo
was in effect (from $30/ton in 1966 to about $70/ton in 1970 for the highest grade).
But price comparison iz extremely difficult, if not impossible because of varying
qualities of ore and varying price reporting methods between countries. In addi-
tion, the Russian price increase must be viewed simultaneously with the following
factors: A

{1} Russian ore is of a mmuch higher grade than orc from other sources, including
RRhodesia, and therefore can command a higher price;

{2) Shipping costs and other inflation factors had risen during the embargo
years, and this had an impact on reported prices;

(3) The Russian price rise has also been influenced by simultaneous peak world-
wide demand for steel production. :

Table 2 shows the increase in free world steel production during the embargo
years. It ean be scen that during the embargo years steel production was increas-
ing, until 1971 when production dropped for the first time, ’

Likewise, the Russian price of chrome ore for 1972 (which was negotiated in
fall of 1971) dropped—hy some 20 percent—to about $55/ton.

TanLy 2.—Free World production of raw steel

[In mibious of short tons]

6T e e oio- 38
1968 (+8 percent) o e 409
1969 (410 pereent) . . - o e 450
1970 (+2 percent) - o oo e e 461
1071 (=6 percent) .- o o o e 424

Souree: Annaat Btatistical Report, 1971,

Regardless of what the price increments have been, their impact on the com-
petitive status of American specialty steel is debatable. We have not been con-
vinced that the impaet is more than negligible, But even if the chromite price is a
factor in the decline in our domestic industry, it is only one of a great many
factors. And it is for the sum total of those factors that the Voluntary Restraint
Agreement has come into being.

RELTANCE ON RUBBIA

Another misleading and emotional argument that has been prevalent is that,
during the embargo, we became dependent upon Russia for chromite, which, of
course, is classified as a strategic material. But the United States has always been
dependent upon the USSR for chromite—in 1963 (a pre-embargo year) the
Russian import figure was as high as 49 percent of domestic consumption.

The percentage of Russian imports has risen sinec the embargo went into
effect, hut the percentage has fluctuated radically. In 1970, the USSR percentage
was 58 percent, but in 1971 dropped to 36 percent, with Turkey becoming our
prime source at 39 percent. ’

TABLE 3.—IMPORTS OF METALLURGICAL GRADE CHROMITE FOR DOMESTIC CONSUMPTION

[Percent by cauntry]

1963 1984 1965 1966 1967 1968 1969 1970 1971

Rhodesia. ... .. 7 kY, 37 24 22 e - 3
USSR e aieamel 49 42 27 33 45 59 57 58 36
UMY oo e 10 [ 19 20 6 - 27 14 19 39
South Africa. ... ... 5 5 13 20 14 13 27 14 16
Other.. .. 0 4 [ 2 2 1 2 9 6

Source; U.S. Bureau of Mines.

Furthermore, in relation to the stratetic aspect, the United States Office of
Emergency Praparedness, which manges our sirategic stockpiles, has determined
that our chrome ore stockpile is currently 1.3 million tons in excess of our security
requirements. Indeed, throughout the years in which we adhered to the embargo,
the Office of Emergency Preparcdness, bv Congressional authorization, released
quantities of metallurgical ore. It would appear, then, that the embargo did not
place us in jeopardy strategically.
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RHOLESIA AB A BUPPLIER

If the rencwed availability of Rhodesian ore was to be an clixir for our domestie
ancmia, and at the same time provide o more patriotic marketplace for conscien-
tious purchasers, the rush back to Rhodesia has heen astoundingly timid. 8ince the
Byvrd amendment went into effeet in January of this vear, only two shipments
totalling about 46,000 tons have been delivered to the United States from Rhao-
desia. (This is in contrast to 335,000 tons total shipments to the United States
in 1971.)

Those two shipments were delivered to Union Carbide and Foote Mineral—
the two companics which have holdings in RRhodesia, and, not surprisivgly, the
two companies which were the prive movers behind passage of the Byrd amend-
ment. However, after the sanctions were imposed in 1966, the Rhodesian govern-
ment took over control of all the Rhodesian mines, and it is still not clear how
much of the ore will be made available to Union Carhide, Foote, or any other
United States buyers,

AN ISSUE OF MERIT

The question eoncerning Rhodesian chrome ore should revolve around the
issue as to whether or not the United States should support the United Nations’
embargo against a country which has denied elernental rights to its citizens.

The issue is not whether or not the importation of chrome ore is affccting
American Steelworkers’ johs in the specialty steel industry. As a union, we have
maintained that it is the importation of specialty steel itself and not the source of
chrome ore which has an adverse impact upon jobs.

The Union’s position on foreign steel imports should not, therefore, be con-
fused with the question of an embarge upon the origin of chrome ore imports
We have urged restraints upon the former and we al:o support the latter, Th.
first restraint protects jobs and the latter, while not affecting jobs, attempts to
secure rights for Rhodesian citizens.

If the embargo on chrome ore is to be questioned, then also the whole embargo
technique should be gquestioned——naot just that a=pect which affects the properties
of two American companies holding mining deposits in Rhodesia. Other measures
might be devised to handle their prohlem,

It may be argued that as Americans we should have no concern for the rights
of people in other nationz. So be it, But the United Steelworkers of Amecrica
thinks we do and for that reason we support the United Nations’ sanetions.
Certainly the recent action of the Sunwumner Olympics in custing the Rhodesian
representatives from participation shows that the issue is still one of world
concern.

The two votes lsted below are on the attempts to repeal the Byrd amendment.
On hoth oceasions the repeal provisions were contained in committee bills, and
were later stricken from the hills by floor amendments.

In the Senate, the embargo would have been reinstititted by a McGee (D-Wyo.)
provision in the Departiment of State-USIA fund authorization bill, but was
deleted 40-36, on a motion by Byrd.

SENATE

Birrd Amendment To Delete MeGee Provision Passed 40-36, May 31, 1972
A NO vate is RIGHT

{No. 143 Leg.]

YEAS—40
Alien Byrd, Rohert C, Gurney Bmith
Aliott Chiles TTollings Bparkman
Beali Cook Liruska Spong
Bellmon Cotton Jardan, dalio Stennis
Bennett Curtis Long Taft
Bentsen ole Montoya Talmadgs
Bible Dominick Pearson . Thwmond
Brock Ellender Roth Tower
Buckley Fannin Saxbe Weicker
Byrd, Huarry F_, Jr, Gigauhrell Schweiker Young

NAYS—36
Aiken Fulbright Mansiield Fercy
Bayh Gravel MeGee Proxmire
Boggs Hart MeInivre Scott
Brooke Hughes Mondsale Stafford
Burdick Inouye Moss Stevens
Church Jackson Nelson Stevenson
Cooper Javits Trackwood Symington
Cranston Kennedy Pastore Tunney

Eagleton Magnuson Pell Williars
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PRESENT AND GIVING LIVE PAIRS, AS PREVIOUSLY RECORDED-3

QGriffin, against.
Rihicoff, against.
Cannon, for.

NOT YOTIN G--21

Anderson Goldwater Jordan, N.(T,
Baker Hansen Mathias
Case Harris MceClellan
Eastland Hartke MceGovern
Ervin Hatfield Metealf
Fong Humplhrey Miller

Mundt
Muskie
Randolph

In the House, we supported the Fraser (D-Minn.) pro-embargo provision in
the Foreign Assistance Act. It was deleted by a Dent {(D-Pa.}) amendment,

253-140.
HoUsE
Dent Amendment To Delete Fraser Proviston Passed 253-140, Augnst 10, 1972
A NO vote is RIGHT
{Roll No. 3171
[Recorded Teller Vote]

: AYES—253
Abbett de 1a Garza Kuykendall Ruth
Abernethy Telaney vl Sandman
Alexander Dennis Landgrebe Batterfield
Anderson, Tenn. Dent Landrum Saylor
Andrews, Ala, Doerwinski Latta Seherle
Andrews, N. Dok, Devine Lent Behmitz
Annungic Dickinsoux Long, Md. Schneeheli
Archer Dorn Laujan Scott
Arends Dowuning MeClory Behelius
Ashhrook Pulski MeClure Shipley
Haker Duean MeCollister Shoup
Baring Edwards, Ala. MeDade Shriver
Belcher Erlenborn McEwen Bikes
Hennett Eshleman McFall Bisk
Betts Eving, Tenil. McKevitt Skubiiz
Bevill Fisher Muadden Slack
Biaggi Flood Mahon Smith, Calil,
Blackbhurn Flowers Mallary Enyder
Blanlon Ford, Gerald R. Mann Spence
Bow Fountoin Martin Springer
Bray Frey Mathias, Calif, Btanton, J. William
Brinkley Fuiton Maihis, Ga, Steed
Brooks Fugua Mayne Steiger, Ariz.
Broomfieid Galifianakis Mazgol Steiger, Wis.
Brotzman Garmatg Melcher Stephens
Brown, Mich. etbys Michel Stratton
Brown, Ohio Giaimo Miller, Olio Stubblefield
Broyhill, N.C, Gibbons Mills, Ark. Biuckey
Broyhiil, Va. Goldwater Mills, Md, Sulhvan
Buchanan {igodling Minshall Taleott
Burke, Fla. Gruy Mizell Taylor

Burleson, Tex.
Burlison, Me.
Byme, Pa.
Byrnes, Wis.
Byrun

Cahell
Caffery
Camp
Carlson
Carney
Carter
Cusey, Tex.
Cederberg
Chamberlaln
Chappell
Claney
Clark
Clausen, Don H.
Clawson, Del.
Clevetand
Collier
Collins, Tex.
Colmer
Couable
Conover
Conte
Coughlin
Crane

Carlin
Danijel, Va.,
Daniels, N.J,
Davis, 8.C.
Davis, Wis.

Green, Oreg.
iriffin
Gross
Grover
Giubser
Ilaley
Hall
Hammerschimidt
Hanley
Hansen, Tdaho
Harsha
IMastings
Hays
Heinz
1lenderson
Hilis
Hogen
Ilcsmer
Hull
Hutchinson
Iehord
Jacubs
Jarman
Johnson, Pa.
Jonas
Jones, Ala.
Jones, N.C.
Jones, Tenil.
Karth
Kazen
Kee
Kemp
King

Mollehan
Montgomery
Morgan
Myers
Nelsen

O Konski
Perkins
Pettis
Peyaer
Pickle

Pike

Pirnie
Poaoge

Pofl

Powel)
Pueinski
Purcell

Quie

Quill n
Raileback
Tandall
Rhodes
Roberis
Tohinsm, Va.
Rogers
Rooney, Pa.
Rostenkowski
Roush
Rousselod

oy
Runnels
Ruppe

Teagne, Calif.
Teague, Tex.
Thompson, Ga.
Thormsaon, Wis.
Ullman
Vander Jagt
Veysey
Vigorito
Waggenner
Wampler
Ware

Whalley
White

W hitehurst
Whitten
Widnall
Wiggins
Williams
Wilson, Charles H.
Winn

Wright

Wyatt

Wydler

Wrylie

Wyman
Yatron
Young, Fla.
Young, Tex.
Zablocki

Zion

Zwach
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House—Continued

Dent Amendment Ta Delete Fraser Provigion Paszed 253-140. Angust 10, 1872,

NOES—140

Abonrezk Digps TTicks, Wash. Patien
Abhzug Dingell Holifield Podell
Adams Donohue Horton Preyer, N.C,
Addabboe Dow Howard Price, XL
Anderson, Calif. Dirinan Hungate Rangel
Anderson, Tl du Pont Johmson, Calif. Rees
Ashley Erkhardt Kustenmeier Reid
Aspin Edwards, Calif, Keating Reuss
Badillo Eilberg Koch Riegle
Barret Esch Kyros Robison, N_ Y.
Regleh Evans, Colo. Leggett Rodino
Bell Fascell Link Roe
Berpland Findley Llovd Ronealio
Biester Tish MeCloskey Rosenthal
Bingham Ford, William D. McKay Hoybal
Blatnik Forsythe MeKinney Ryan
Bogas Frager Maecdonald, Mass. Bt Gerinain
Boland Frelinghuysen Mailtiard Sarbanes
Bolling Frenzel Matsunaga Beheuer
Bradenias Gaydos Moeds Schwengel
Brasco {innzalez Mikvi Seiberling
Burks, Mass Green, Ta. Minish 8mith, Towa
Burton Gude Mink Smith, N.Y.
Carev, N.Y. Halpern Mitchell Staggers
Celter - TTamilton Monagan Btesle
Chisholm Hoanna Mosher Stokes
Clay Hansen, Wash. Mozs Symington
Collins, 111, Harrington Murphy, 1L Thompson, N.J.
Conyers ilurvey Murphy, N.Y, Udall
Corman Hathaway Nateher Van Deerlin
Culver Hawkins Nix Vanik
Danielson Hechler, W, Vy, Obey Waldie
Dellenback Heckler, Mass. O’'Hara Whalen
Dellums Helstoski O'Neill Wolft
Tenhalm Hicks, Mass. Palmon Yates

NOT VOTING—30
Aspinall Griffiths MeDonald, Mich. Price, Tex.
Cotter Hagan MeMillan Pryor, Ark.
Tiavis, Ga. Hehert Metealfe Rarick
Dowdy Hunt Miller, Calif, TRooney, N, Y.
Dwyer Keith Moorhead Stoanton, James V.
Edmondson Kluezynski Nedzi Terry
Flymt Lennon Nichols Thone
Foley Long, La, Passman Tiernon
Gollagher MeCormack FPelly Wilson, Bob
Cirasso MeCulloch Pepper

Ruopesia; TokeEn Sancrrons orR Toran EconoMic WARFARE

{By Guy Arncld and Alan Baldwin, The Africa Buareau 48 Grafton Way
London W1P 5LEB, September 1972)

RECOMMENDATIONS

The recommendations that follow are made on the two assumptions that:

(i) The United Nations wants t¢ end the rebellion in RRhodesia as soon as
possible and bring about majority democratic rule there.

; {ii) The United Nations will be prepared to use all measures short of military
oree.

These recommendations fall into several categories: those that could be taken
up unilaterally by a particular country—e.g. Britain—or collectively—e.g. by
members of the OAU; United Nations” measures designed to strengthen existing
procedures; United Nations’ measures that call for fresh legislation or other
action by member nations; and new measures that all members should be called
upon to take in order to put pressurcs upon South Africa and Portugal to dissuade
them from breaking sanctions,

BRITAIN

1. That Britain should enaect legislation as the sovereign power over Rhodesia
that all Rhodesian goods at the moment they leave Rhodesia belong to the Crown;
and that, thereafter, the Crown should sue for their recovery anywhere in the
world where they can be traced.



61

2. That Britain should formally protest the United States’ decision to import
strategic materials from Rhodesia and should request the United States to reim-
pose sanctions on all Rhodesian minerals and so stop assisting a rebellion against
the Crown.

3. That Britain should formally request the Government of Switzerland to
stop all trade with Rhodesia and so stop assisting a rebellion against the Crown.

4, That Britain should request particular help from countries such as France
and the United States with extensive consular services in Africa in the gathering
of information of possible sanctions breaking in order to make this available to
the Sanctions Committee of the United Nations.

5. That Britain, once she becomes a member of the EEC, should particularly
request her new partners to assist her in all ways to close any gaps in sanctions,
most especially by ensuring that their own nationals do not break them.

6. That Britain requests the Government of the Malagasy HRepublic to make
available to her again the facilities at Majunga for the use of the RAF in patrol-
ling the Beira Straits. S

THE USA

7. That the United States Government (pending a reverzal of the Byrd Amend-
ment) should require any company importing any mineral from Rhodesia to
satisfy the Administration that the mineral cannot be obtained elsewhere and
that its import is in the ‘overriding national interest’,

8. That the United States should rescind the Byrd Amcndment and reimpose
total sanctions against Rhodesia.

MEMBERS OF THE QAU

9. That the OAU should establish ils own sanctions committee.

10, That the QAU should exert particular pressures upon its members not to
break sanetions.

11. That the QAU should undertake to co-ordinate joint actions of its members
so as to maximise their diplomatic impact.

12. That members of the OAU should mount a fresh diplomatic campaign in
Washington to presuade the Administration to reverse the Byrd Amendment.

13. That, apart from the activities of the United Nations, members of the
OAU should mount joint diplomatic campaigns against any country in breach
of sanctions.

14. That the OAU should prepare detailed schedules of the trading and invest-
ment interest of outside powers throughout Africa and make these available to
all members to facilitate the mounting of pressures against sanctions breakers.

15. That the OAU should from time to time list those companies trading in
African countries which are also known to be breaking sanctions.

16. That members of the QAU should consider discriminating against any
company that breaks sanctions against Rhodesia.

17. That Botswana and Tanzania (perbaps joined by others) should study
whether they could replace current Swiss imports of meat from Rhodesia and make
a suitable offer to do so to the Swiss Government.

18. That Malawi and Zambia (perhaps joined by others) should study whether
they could replace current Swiss imports of tobacco from Rhodesia and make &
guitable offer to do so to the Swiss Government.

THE UNITED NATIONS—GENERAL

19. That the United Nations should request the Government of the Malagasy
Republic again to make available to Britain the facilities at Majunga for the
use of the RAF in mounting the Beira patrol. ‘

20. That the United Nations should request the Government of Switzerland
to prevent any further capital iransactions to or from Rhodesia for as long as
sanctions continue.

THE UNITED NATIONS—STRENGTHENING CURRENT PROCEDURES

21. That the United Nations Sanctions Committee should circulate lists of
all goods Rhodesia is currently known to export with comparable lists of simmilar
exports from South Africa and Mozambique, indicating the extent to which
the Souih African and Mozambiecan exports have increased sinee UDI,

22088 —T73——5
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22, That the Sanctions Committee should call upon all members to inform it
a8 to their sources of supply for the major commodities they used to obtain from
Rhodesia before sanctions were applied.

23. That the Sanctions Committee should request all members to apply to
Southern African sources of commodities formerly obtained from Rhodesia
especially rigid examination procedures.

24. That the United Nations should review the special exceptions to sanctions—
postal communications, media sales, educational materials and compassionate
exceptions—and ensure that the reasons for them are clearly understood and that
these exceptions are not abused.

25, That the United Nations should discover whether one or more members
would be willing to join with the British Navy in patrolling Beira.

THE UNITED NATIONS——PUBLICITY AND THE SEIZURE OF RHODESIAN GOODS

26. That the Sanctions Committee should study ways in which the whole
purpose of the United Nations sanctions policy should be made clear to members
and should periodically request members to draw the attention of their publies to
the United Nations resolutions and intentions.

27. That the Sanctions Committee should consider the appointment of a
special press officer to deal with all aspects of sanctions.

28. That the Sanctions Committee should consider working in public,

29, That the Sanctions Committee should consider ways and means of makin
information about breaches of sanctions quickly available to non-governmenta
organisations and the press in any country at the time that a breach of sanctions
by that country is under consideration by the Committee.

30. That the Sanctions Committee should consider the appointment of an expert
in international commerce to assist its staff.

31. That the Sanctions Committee should consider offering rewards for infor-
mation from individuals that lead to the uncovering of sanctions breaking
operations.

32. Thet the United Netions should request all members to be prepared to
“frecze’” any cargo suspecled of being of Rhodesian origin until a full examination
of it can be carried out.

33. That the United Nations should request members to help establish a body
of expert consultants available at short notice to examine and analysze suspect
cargoes in order to determine the origin of the commeodity; such experts normally
to be resident in their own countries and only to be called in when required to
analyse a suspect cargo.

34. That the United Nations should request all member governments to seize
on its behalf any eargo once it is established as being of Rhodesian origin.

35. That the United Nations should request all member governments to sell
such seized cargoes and after deducting necessary expenses hand over the balance
of the money raised to the United Nations.

36. That the United Nations should establish a special sanctions fund for the
receipt of monies from the sale of Rhodesian cargoes.

37. That the United Nations should lay down guidelines for the use of the
proposed sanetions fund: to pay for the information and exports envisaged under
paragraphs 31 & 33 above.

38. That the Sanctions Committee should consider producing a manual of
procedure concerning the freezing, examination and seizure of ecargoes suspected
of being of Rhodesian origin.

THE UNITED NATIONS—PROPOSALS FOR FURTHER SANCTIONS

39. That the United Nations should request all members to pass legislation to
the effect that the activities of a subsidiary company (which may be guilty of
breaking sanctions) are the responsibility of both the parent and other subsidiary
companies gituated outside Rhodesia.

40. That the United Nations should request appropriate members to legislate
to the effect that the branches of multi-national business corporations resident in
those countries are to be held responsible for the sancilions breaking activities of
other branches of the same corporation operating, for example, from South Africa
by, for example, supplying capital to another subsidiary or branch of the corpora-
tion situated in Rhodesia; and that the resources of those branches of corporations
outside Rhodesia and South Africa should be liable to scizure to the extent of any
capital supplied to Rhodesia by the South African branches of such corporations.
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41. That the United Nations should request all members to make it a criminal
offence for thier subjects to visit Rhodesia.

42. That the United Nations should request all members to pass legislation to
forbid insurance companies to cover air flights into or out of Rhodesia; similarly’
insurance of people travelling into or out of Rhodesia should be refused.

43. That the United Nations should call upon member nations not to renew—
and where possible to seize—passports of their own subjects now resident in Rho-
desia but using the pasgsports of their former countries. =

44, That the United Nations should call upon all members to make sanctions
breaking a criminal offence. ,

45, That the Sanctions Committee consider producing a proforma of legislation
making sanctions breaking an offence and should, if requested, make available to
members the advice of its legal experts. IR

46. That the United Nations should ecall upon all members to pass legislation
ereating impediments to the sale and transport of Rhodesian goods or of goods
destined for Rhodesia, specifying that all shipping lines should not carry any such
g}cl)ods and that insurance companies should neither insure them nor ships carrying
them. ‘

47, That the United Nations should request all members to legislate or other-
wise provide that insuranee companies attach warranties to all marine insurance
contracts specifying that no goods of Rhodesian origin should be carried nor goods
destined for Rhodesia.

48. That the United Nations should request all members to regard any cargo
of Rhodesian origin or any cargo destined for Rhodesia as contraband.

49. That the United Nations should consider publishing & list of all companies
found guilty of sanctions breaking with attached details and dates.

50. That the United Nations should examine the possibility of establishing a
gystemn of ‘navicerts’: that is, the issuing of certificates by governments to ships
leaving their ports and destined for Southern Africa to the effect that the cargoes
are not intended for Rhodesia. :

51. That the United Nations should consider exiending the Beira blockade to
cover Lourenco Marques; and should consider extending the blockade to cover
goods other than petroleum and petroleum products.

THE UNITED NATIONS—LIMITED SANCTIONS AGAINST SANCTIONS BREAKERS

52, That the United Nations should request ail members to regard those
goods coming from South Africa, Mozambique or Angola that could be Rhodesian
as prima facic suspect and to apply to them rigid tests of origin, including analysis
by experts and that such cargoes should be ‘frozen’ at their ports of destination
until such tests have been carried out.

53. That the United Nations should request member countries to require that
sales contracts between their countries and South Africa or the Portuguese
territories—especially for such goods as aircraft, vehicles, machinery, rolling
stock, spare parts ete.—should include a clause expressly forbidding apy resale
to Rhodesia and that there should be a penalty clause concerning ongoing sales
ghould the condition be broken, :

54. That the United Nations should request member countries to require
that purchase contracts for goods from South Africa and the Portuguese terri-
tories should include a clause to the effect that if gonods purporting to be fromn
those territories turned out to be of Rhodesian origin this would automatically
render the contract void. ]

55. That the United Nations should set up a working party to consider what

ractical steps can be taken to discourage the persistent sanctions breaking of.
outh Africa and Portugal. .

56. That the United Nations should request the EEC to refuse to consider any
application from Portugal for any form of link with the EEC as long as Portugal
continues its present policies in Africa. L

57. That the United Nations should request the EEC to refuse to consider
any application for special trading considerations by South Africa as long as
South Africa refuses to apply sanctions to Rhodesia.

58. That the United Nations should call upon all international or multinational
baodies to which either South Africa or Portugal belong to exert their collective
intliluence upon those two countries to change their polieies over sanctions against
Rhodesia.
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COMMENDATION OF WITNESS

Senator HumPHEREY. Mr. Sheehan, I want to express to you on
behalf of those of us who are deeply interested in this legislation our
thanks for this thoughtful, well-documented statement. It speaks
eloquently for itself. 1 believe that not only have you given to us
your views, but you have substantiated those views with documenta-
tion, statistical evidence which surely merits the most favorable
consideration by the Congress.

I want to thank you and I ask you to express my thanks to Mr.
Abel for his continuing efforts in this battle.

Mr. SueEeHAN. Thank you, Mr. Chairman.

Senator HumeparEY. Thank you very much.

The next witness is Mr. Frederick B. (’Mara, executive vice
president, Union Carbide Corp.

Mr. O’Mara.

STATEMENT OF FREDERICK B. 0'MARA, EXECUTIVE VICE
PRESIDENT, UNION CARBIDE CORP,

Mr. O’'Magra. Mr, Chairman, my name is Fred O'Marsa, and I am
an cxeculive vice president of Union Carbide.

I am pleased to have this opportunity to discuss some of the issues
mmvolved in the importation of Rhodesian chrome as it would be
affected by the Humphrey-Fraser bill, S. 1868 and H.R. 8006.

I have submitted a written statement which I would like to have
made a part of the record and I will summarize here in my oral
testimony, making an effort to stay within the 10-minute time limit.

Senator HuMPHREY. You are very considerate, Mr. O’Mara. We
will, of course, have your full statcment printed in the record.

Mr. O’'MaRra. Thank you, sir.

STOCEKEPILE AND NATIONAL EMERGENCY NEEDS

First, I would like to speak about the stockpile and national
cmergency needs.

In testimony before the Armed Services Committee in June of 1972
officials of the Office of Emergency Preparedness declared that the
U.S. requirements for metallurgical chrome over a 3-year wartime
national emergency would total 4.315 million tons, or 1.438 million
tons per year, This is more than the current peacetime usage.

To meet these national emnergency needs, the current inventory of
chrome in the national and supplemental stockpiles is about 5.3 million
tons. This amount includes more than 900,000 tons of excess chrome,
the disposal of which has been authorized by Congress. This 900,000
tons, however, is very low-grade, low-quality domestic orc. And the
bulk of it is stored in Montana, 50 miles from the nearest railroad.
It has no economic value today.

In March 1970, the Office of Emergency Preparedness reduced the
stockpile objective for metallurgical chrome to 3.1 million tons, and
in 1971 requested legislation (3. 773) authorizing the disposal of
1,313,600 tons of metallurgical chrome and ferrochrome, In trying to
explain how the United States could meet its wartime needs for
4,315,000 tons of chrome from a stockpile of only 3.1 million tons
the OEP witness told the House Armed Services Committee:
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“We estimate we can obtain from sources such as Rhodesia and the
Republic of South Africa 923,000 tons during the 3 years.”

Membars of the committee were unable to get satisfactory answers
to their questions as to what would happen if Rhodesian ore were
fully committed to customers elsewhere in the world or unavailable
gglflzause of the U.N. sanctions, and the committee did not approve the

111.

We regard the material in the stockpile as a good strategic reserve.
It would be invaluable in the event of a serious wartime emergency
which cut our Nation off from its normal sources of supply, all of
which are halfway around the world in the Eastern Hemisphere.

However, this is not the same thing as saying the stockpile is a
readily available reserve of competitively priced chrome (and ferro-
chrome). If we use up the stockpiled material today for reasons of
economic, political, or social policy, it will be gone and will not be
available to meet the needs of national security should a real emer-
%’ency occur. This, obviously, is a decision for the Congress {and the

resident).

On the basis of the record to date, the Congress apparently has
decided to retain the stockpile reserves. .

The second factor involves economics. Much of the material in the
stockpile was acquired during the Korean war at heavily subsidized
prices. The average acquisition cost of metallurgical grade chromite
in the national and supplemental stockpiles was $46.66 per short dry
ton, or $52.25 per long ton. Much of the ore in the stockpile is worth
far less than that today because it is low-grade, poor-quality material,
It could be economically and competitively used by the domestic
ferroalloy and stainless steel industries only igr the price were to be cut
sharply.

Ogryestimate is that the Government would suffer an average loss
of $22 per ton on the chrome orc it plans to release. In the case of the
ferroclirome m the stockpile, the loss could cxceed $100 per ton.

Obviously, there is no economic advantage to the Federal Treasury
in such transactions. We are not sure that the Congress and the
Government arc willing to accept losses of this magnitude-—especially
when they would be coupled with the risks involved in using the
emergency supplies when there is no emergency.

Furthermore, if the Government releases the ferrochromium as well
as ore from the stockpile, the ferrochrome could have an immediate
impact on the domestic producers of ferrochromium. Unless the sales
were carefully timed and priced, they could adversely affect the
domestic production of ferrochromium and the employment levels in
the industry.

EFFECT OF BYRD AMENDMENT ON METALLURGICAL CHROME FPRICES

Now, let’s turn to the effect of the Byrd amendment on the prices
of metallurgical chrome, a subject that has been much discussed this
morning :

The prohibition against importation of chrome from Rhodesia in
the 196771 period produced a marked increase in the price of Russian
chrome.

The U.S. Bureasu of Mines Mineral Yearbook for 1970 states
“Metallurgical grade chromite prices rose for the fourth successive
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year, continuing the trend initiated in 1967, primarily as a result of
continned United Nations economic sanctions against Southern
Rhodesia.”

The price of Russian chrome dropped sharply in 1972 after the
enactment of the Byrd amendment permitting imports of Rhodesian
chrome. Repeal of the Byrd amendment 1s likely to result in a sub-
stantial price increase.

When repeal of the Byrd amendment was under consideration in
1972, suppliers of chrome forecast an immediate 20 percent price
increase if imports from Rhodesia were banned again. If history
repeats itself, and we expect it will, repeal of the Byrd amendment
in 1973 would also result in a 20 percent increase in the price of
Russian (and Turkish) chrome ore.

EFFECT OF BYRD AMENDMENT ON FERROCHROME INDUSTRY

Now, as to the effect of the Byrd amendment on the ferrochrome
industry, by producing a reduction m the price of metallurgical
chrome ore, the adoption of the Byrd amendment has direetly and
usefully benefited the domestic producers of ferrochrome, It has
reduced the cost of their essential raw material—whether obtained
from Russia, Rhodesia, Turkey, or elsewhere—and made them more
world competitive. Even if there had been no price reductions, the
availability of alternate sources of ore is beneficial.

- Furthennore, adoption of the Byrd amendment has made higher
quality chrome ore available to U.S, ferrochrome producers.

FACTORS AFFECTING DOMESTIC CHARGE CHROME PRODUCERS

However, I want to make it clear that these benefits for the domestic
ferrochrome industry from the Byrd amendment are largely obscured
by other factors which are of much greater long-term significance to
the industry. Ferrochrome and chrome alloys embrace & variety of
alloys, each with its particular manufacturing process and markets.
One of the most important of these is a high-carbon ferrochrome
generally called charge chrome.
 Two basic factors have scriously affected domestic charge chrome
producers.

(1) The steady increase in imports of charge chrome, particularly
from countries such as South Africa, where the lower cost of pro-
duction, coupled with lower transportation costs inherent in shipping
of alloys compared to ore, have provided an economic advantage.

(2) The concurrent increase in imports of stainless steel from Japan
and clsewhere which produced o significant and serious drop in the
domestic production of stainless steel during the 1967-71 period.
This production drop curtailed the domestic market for ferrochrome.

Caught between increasing imports and a declining market, profits
of the U.S. charge chrome industry were seriously eroded to the
point where, in some cases, produciion is no longer economically
feasible.

While it is probable that imports will continue to make further
inroads in the domestic charge chrome market, there are a number
of other ferrochrome alloys which, for a variety of reasons, are and
will continue to be made by domestic alloy producers, including
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Union Carbide Corp. These alloys will require a continued supply of
high-grade metallurgical ore. Continued domestic production of these
products can be best assured by the lowest costs of ore to the pro-
ducers. The Byrd amendment resulted in a significant drop in ore
prices. Its repeal would jeopardize the domestic production of some of
these other products.

The energy crisis in the United States is an important fact of life
to the entire domestic ferroalloy industry which is power intensive
and requires large quantities of electric energy. Rising costs of fossil
fuels, the imposition of air pollution requirements on electric generating
stations, and other factors are producing strong upward pressures
on the costs of electric energy in the United States—pressures which
are much less severe in most major foreign producing areas.

Air pollution controls are also an important direct factor in the
cost and competitiveness of domestic ferroalloy production. The
uncontrolled production of ferrochrome and all ferroalloys results
in the emission of very large quantities of particulate matter into the
atmosphere and air pollution abatement in the industry is difficult
and costly.

The cost of air pollution control is an especially important factor
with respect to older, smaller and less efficient production facilities
in the industry where the capital cost of air pollution abatement
equipment and the high operating cost of such equipment can be
enough to push a margimal facility into the red.

DOMESTIC PLANT CLOSURE ANNOUNCEMENTS

It is a combination of these factors which apparently has led to the
decision by several domestic ferroalloy producers to announce plans
to shut down some of their production facilities.

Based on what we read in the general and trade press, prospective
closing announcements have been made with respect to five domestic
ferroalloy plants by three different companies. All of these plants
are small and old. All face the necessity for heavy investments for
air pollution control. According to what we hear and read, all are
scheduled to be shut down by the end of this year or next year. How-
ever, none has been shut down as yet and there are indications that
the decisions, in some cases, may be changed or deferred because
of changing market conditions or the issuance of waivers with respect
to air pollution requirements. Only one of these plants produces
ferrochrome and its principal product is low-carbon ferrochrome,
which is also a product under heavy pressure from imports.

Incidentally, we have put together a compilation of information
from the public record relating to these plant closure announcements
which we will be glad to supply to the committee should it desire
to go into this matter in greatler detail.

[Supplied hy Union Carbide Corp.]
Domestic FerroaLuoy Puants To Be Crosep, 1973-74

Foote Mineral: Wenatchee (Washington) Plant Employees: 188.

FURNACES PRODUCTION

3—06,000 KW {8.A) 12,000 N'T yr. silicon metal
1—6,000 KW (3.A.) 4,000 NT yr. 757 FeSi
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Operating Status: Originally this plant was scheduled to be shut down at the
end of 1973 for air pollution reasons. A tentative extension has been arranged to
operate through 1974 based on a partial compliance schedule and a possible
arrangement for Alcoa to take the 1974 output.

Steubenville (Vancoram) Ohio Plant. Employees: 360.

FURNACES PRODUCTION

4—0,000 EW (8.A) 35,000 NT yr. LCPFeCR (including
22,000 NT chrome silicon inter-
mediate production).

2—9,000 KW Filters 11,000 NIT yr. shipping grade FeCrSi

21,000 NT yr, High carbon chrome

Operating Status: Foote management states this plant will be closed by the
end of 1973. Decision is irrevocable. Reason—air pollution costs and depressed
chromium products pricing structure at the time of the announcement.

Ohio Ferroalloys Corp. Tacoma (Washington) Plant.,” Employees: 120.

FURKACEB PRODUCTION
2—9,000 KW (S.A.) 6,000 N'T yr. Silicon metal
8,500 NT vyr. 759, FeSi
Operating Status: This plant was closed in late 1972 because of inadequate air
pollution facilities. At time of closing, company announced “insufficicnt markets
on the West Coast” as being the reasomn.
Brilliant {Ohio} plant:

FURNACES PRODUCTION
1—11000 KW (S.A) 7200 NT wr. Silicon metal
1—17000 KW (5.A.) 11000 N'T yr Silicon metal not operating
1—9000 KW (S.A) 15000 NT yr 75% FeSi

1—18000 KW (S.A.)

Operating Status: Late in 1972, OFA announced the closing of this plant at
the end of 1973 due to high air pollution costs. With present favorable market
demand, company has applied for a variance through 1974, with no specific
dates for compliance.

It should be noted that at the time of the 1972 shut-down announcement, the
Brilliant plant was operating only one furnace (18000 KW} on charge chrome
with the remaining furnaces idle. The company’s intention was to shut down
completely after the chrome ore inventory had been eliminated.

Woodward Iron (Birmingham, Ala.) Emplovees: 70.

FURN ACE PRODUCTION
1—8500 KW (S.A) 11000 NT yr.
509, FeSi

Operating Status: A high cost small furnace originally scheduled to be shut
down at the end of 1973. With present strong market, the company has applied
for a variance through 1974 without a definite compliance schedule, They have
appealed to the pollution board to provide employment through 1974, This case
will come up for a hearing sometime in September, 1973.

Mr. O’Mara. This morning when Ambassador Scali was testifying,
he mentioned two of these plants that were closing were in the State
of Ohto. Union Carbide also has two production plants and one large
power station in the State of Ohio. One of these plants produces fer-
rochrome. These plants are large and they are being equipped with
pollution control equipment. They are and will be operated to produce
a number of ferroalloys including chrome alloys. ’

Repeal of section 503 would not have any effect on the closing of
the other plants that have been announced in the State of Ohio—
They are being closed because they are small and uneconomical.

EFFECTS ON STAINLESS AND SPECIALTY STEEL

The effects on the stainless steel and specialty steel are important
as well. The price and compelitive availability of chrome—specifi-
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cally, ferrochrome—are of critical importance to the stainless and
peecialty steel industry of the United States.

The basic problem is starkly stmple: Lower cost Rodesian chrome
and ferrochrome will either reach the U.S. market directly if the
Byrd amendment is retained or, if it is repealed, indirectly as lower
sost stainless steel imports. The choice in terms of our overall national
interest seems apparent.

EFFECTS OF BYRD AMENDMENT ON RODESIA

Now to speak for a moment about the eflect of the Byrd amend-
ment on Rodesia.

Prior to the imposition of the U.N. sanctions, chrome exports
accounted for only 2 percent of Rodesia’s total exports and less than
1 percent of its gross national product. Chrome is still not a major
factor in the Rodesian economy today.

Since the imposition of sanctions, control over the marketing of
Rhodesian chrome has been taken over by a Rodesian state trading
company, Univex. Under Government mandate, Rodesian chrome
operations produce ore and alloys as directed by Univex to meet its
marketing requirements. Univex has successfully sold in world markets
all of the chrome produced in Rodesia. It has significantly increased
the output of chrome ore, and it has vastly increased the production
of ferrochrome in Rodesia.

Repeal of the Byrd amendment would not reduce the amount of
Rodesian chrome available to world markets. It would only deny it
to the U.S. market. Adoption of the Byrd amendment did not result
in a large volume of Rhodesian chrome shipments to the United
States because most of the output was already committed to cus-
tomers clsewhere in the world (customers who ignore the U.N.
sanctions with apparent impunity).

As indicated earlier in my statement, we anticipate that the repeal
of the Byrd amendment would lead to an increase of about 20 percent
in the Russian and the world price for chrome ore, given present levels
of steel production throughout the world. Such a price increase also
would enable the Rhodesians to increase prices for their chrome ore
and, subsequently, their prices for ferrochrome. Thus, repeal of the
Byrd amendment is likely to produce a significant increase in revenues
to Rhodesia. It would actually strengthen the Rhodcsian economy,
rather than weaken it.

CONCLUSIONS

In summary, Mr. Chairman, I would like to offer a few conclusions:

Chrome is indispensable to a modern economy and society such as

ours.

The United States does not have viable reserves of chromium. Qur
resent stockpile would meet our essential needs for 3 or 4 years at
est, providing that costs are no object. Qur nnmined domestic re-

sources are so thin and scattered that it would take a major effort—
large sums of money and many years to mine—and then they would
meet our national needs for only 2 or 3 years. If we use up our stock-
pile now and mine our domestic recoverable reserves, we would price
the United States out of the ball park in peacetime (unless significant
Federal subsidics were provided) and we would exhaust our last-ditch
WArtinie reserves.
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These same considerations of national interest and welfare impel us,
as a nation, to retain the capability here at home to process chrome
into ferroalloys and then on mnto the finished products of stainless and
superalloy steels.

wince our domestic resources of chrome are so himited and uneco-
nomie, we have no realistic national choice but to secure chromium
from those areas of the world where it is found in more abundant quan-
tities. We should not be—and in fact cannot afford to be—subjected
to artificial restraints.

The world’s important sources of metallurgical chrome are located
in countries with whicli people of the United States may have moral,
political, religious, or social differences. As Americans we do not, of
course, endorse the policies of South Africa or Rhodesia toward blacks.
Neither do we support the treatment the Soviet Union accords Jews
or Lithuanians nor revel in the attitude that Turkey has sometimes
displayed toward its Greek minority. .

We do not condone these policies, practices or attitudes any more
than we condone many of the events that have transpired in the long-
standing Arab-Israeli dispute. OQur nation’s purchase of essential and
critical raw materials, whether chrome or oil, in no way indicates the
support of the American people or the U.S. Government for these
policies, practices, or attitudes—nor should it be so interpreted.

The world’s social, political, and other problems cry out for solu-
tion, But the solution clearly does not lie in 1solating ourselves econom-
ically or otherwise from problem areas.

I believe the Government would do a disservice to the American
people were it to artificially limit our access to essential raw materials.

There is also the down-to-Earth practical side to the U.N. sanctions
against Rhodesia. I see no evidence—either from here in the United
States or from my visits to Rhodesia—that more than 6% years of
mandatory U.N. sanctions have moved the situation any closer to a
satisfactory resolution we all so earnestly desire.

Press reports published in this country indicate that the Rhodesian
economy is expected to grow from 6 to 7 percent this year. Exports in
1972 amounted to 345 million Rhodesian dollars and exceeded pre-
sanction levels. Shipments of chrome ore and ferrochrome to the
United States accounted for less than 2 percent of that total.

Repeal of the Byrd amendment will deprive the American ferro-
alloy and stainless steel industry of Rhodesian chrome, but it will not
reduce the number of new automobiles in the streets of Salisbury. In
fact, there is clear evidence that repeal of the Byrd amendment will
Lelp, rather than hinder, the Rhodesian economy. '

My own belief is that the U.N. sanction will drive Rhodesia closer
to & South African kind of apartheid rather than produce a just
solution.

In addition, the U.N. economic sanctions sre essentially based on a
“starve them into submission” philosophy, which raises as many
moral questions as it does practical ones. Surely there must be better
ways.

Senator Hunearey. Thank you very much, Mr. (’Mara.

I find in your statement certain contradictions with the statement
that was submitted and read here & moment ago by Mr. Sheehan.
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AMOUNT OF RHODESIAN CHROME ORE COMING INTQ UNITED STATES

Mr. Sheehan, for example, indicates that a very small amount of
chirome ore is coming into the United States from Rhodesia; is that
correct?

Mr. O’Mara. In 1972 Union Carbide brought in 53,000 tons of
ore. Thus far this year we have brought in 18, 500 tons.

I would like to say, however, that we have had to practically
plead with Univex, the Rhodesian state trading company, to supply
us ore because we are their least-favored customer.

We have the Byrd amendment and attempts to repeal it hanging
over us at all times. As a result, we are always at the end of the line
with regard to getting any supplies from Rhodesia. This fact I think
must be kept in mind.

HOW UNION CARBIDE FARED BEFORE BYRD AMENDMENT

Senator HumparREY., What did you do before the Byrd amendment
was passed? How did Union Carbide fare during those days?

Mr. ’Mara. We fared very poorly.

Senator HuMpaREY. You did?

Mr. O’Mara. Yes. We fared very poorly in the chrome business
because we did not have economical sources of ore. This was because
we had been dependent upon Rhodesia and South Africa, whereas
some of the other domestic competitors had made long-term contracts
with the Russians because they had no other sources,

Senator HumpHREY. Why did you not have some contracts with
the Russians?

Mr. O'Magra. Because we had other sources of ore.

UNION CARBIDE POSSESBIONS IN RHODESIA

Senator HumMpHREY. Do yvou own properties in Rhodesia?

Mr, ’Mara. Yes, we do. ‘

Senator Humpurey. They are your properties?

Mr. O’'Magra. Yes, they are.

Senator HumpurEY. Do you own ferrochrome processing plants in
Rhodesia?

Mr. (YMara. We own a plant, yes, sir.

Senator HumparEY. Are vou planning on putting some more there?

Mr. Y Mara. Some what?

TUNION CARBIDE'S FUTURE PLANS

Senator HuwparEy. Are you planning on putting some more
ferrochrome processing plants there?

Mr. O'Magra. This is not within our jurisdiction, Senator; those
plants and mines are operated at the direction of the Rhodesian
Government.

Senator HuamPHREY. Am 1 correct that some time ago you were
quoted in one of the business magazines, “Business Week,” as saying
that you were gomng to take some of your ferrochrome industry
overseas?
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Mr. O’MaRra. Yes. In fact, Mr. Sheehan quoted me to this effect
this morning, but he did not quote me completely. I said:

“Inevitably, Carbide will be forced to move its ferrochrome produc-
tion overseas in order to compete.”

He did not add the words ‘““to compete.” There is no question in my
mind that eventually this will come to pass. I do not know when even-
tually is. It will depend upon economic circumstances. We have been
studying and continue to study the viability of chrome operations
here in the United States versus operations in other countries. We hear
a great deal—and Mr. Sheehan bore down on this very heavily—
about the alleged use of “slave labor" in these countries to produce
chrome.

Senator HumpaREY. Yes.

Mr. O’Mara. In producing charge chrome, 10 percent of the costs
are labor. I am talking now about the direct costs—the plant costs.
Ten percent are labor, 10 percent are power and 80 percent are ma-
terials. So the labor factor 1s a very small factor in the total cost.

Senator HumpHREY. Do you dispute Mr. Sheehan’s statistics on
the labor? '

Mr. O’Magra. No, in fact he got them from a report we supplied in
response to Congressman Diggs’ questionnaire. I have copies of that
here if you would care to see 1t. We recently updated that report to
cover the situation through the end of June 1973.

STRATEGIC 1IMPLICATIONS OF SHIPPING U.3. FERROCHROME INDUSTRY
OVERSEAS8

Senator HumparEY. You have expressed a great deal of concern
over the release of our stockpiles of chrome. Is that correct?

Mr. O'Mara. That is correct.

Senator HumpHrEY. Have you considered the strategic implications
of the United States not having a ferrochrome industry? I mean by
shil\p&ping it all overseas.

r. O’Mara. Well, to all intents and purposes, Senator——

Senator HuMPHREY. If it is halfway around the world to bring in
the chrome ore, it is halfway around the world to bring in the proc-
essed product.

Mr. (’Mara. I would agree. But, Senator, I would say this: the
sanctions have practically destroyed the ferrochrome industry in the
United States. I am talking now about the charge chrome industry.
There is only one plant in the United States, and that is a competitive
plant which has a viable operation based on today’s prices of
Russian chrome.

LACK OF PLANT BUILDING IN LAST 2 YEARS

Senator [IumMPHREY. Now wait a minute. You say the sanctions
practically destroyed the industry. The sanctions have been off now
for 2 years, have they not?

Mr. O’Mara. That is right.

Senator Humprrey. How many new plants have you built in the
last 2 years in the United States when vou have had this bonanza?

Mr. O'Mara. We have not built any, sir.

Senator HuMPHREY. You have not built any, have you?
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In fact, you are planning on sending them out, planning on doing
overseas production?

Mr, O’Mana. We have not built any, sir, because we have the same
problem with the Byrd amendment that Rhodesia has. The continual
attacks on the Byrd amendment make it a bad business decision to
build ferrochrome facilities here based on ore from overseas.

I would like to add something else, sir. I mentioned

Senator HumpurEY. Let me just go back now.

Mr. (Mara. Yes.

Senator HuMpHREY. You have had a couple of years now in which
vou have been able to get imports from a multiplicity of sources,
the Russians, the Turkish sources, Rhodesia, wherever else you can
pick them up.

I have not noticed that the ferrochrome industry in the United
States has been expanding its domestic plant operation.

Mr. ’Mara. It has not, and in my judgment, sir, it will not.

Senator HumpurEy, Is the reason that you can get cheaper labor
overseas?

Mr. O’Mara, The reason is not cheaper foreign labor,

Senator HumpureY. Why do you not stay here?

Mr. O'MaRra. Just if I may for a moment, I tried to point out that
only ten percent of the costs of charge chrome is labor.

Senator HumparEY. Charge chrome?

Mr. O'MaRra Yes,

Senator Humpurgy. All right,

Mr. O'MaRra. That is really the product we are talking about. And
80 percent is material costs.

Now it costs us as much to ship a ton of ore to the United States from
anywhere in the world as it does to ship a ton of alloy. And it takes
two and a quarter to two and a half tons of ore to make a ton of alloy.

Senator HumpHREY., Yes, sir.

Mr. O’MarA. So our shipping costs alone are more than doubled.
That, plus the fact that our power costs ere higher here, and are
going to continue to get higher,

For example, power costs in South Africa are now 6 or 7 mils.
This is steam power. This does not even take into account the greater

ower savings yet to come as a result of the big new Karibe Dam

ydroelectric power project. So power costs in South Africa, for ex-
ample, are going to be stable for a long tinie, This is in direct contrast
to the situation here in the United States where power costs are on
the rise dramatically.

We are not in much better position than the Japanese who are
putting their power-consuming and alloy-producing operations
overseas.

Senator Humpurey. Thinking they will not have to put in the
protections for environment?

Mr. O'Mara. Not at all, sir. But they cannot pay 12 to 14 mils
for power in Japan and compete with people from South Africa
whose power costs are 6 and 7 mils.

Senator HumpHREY. I hope all American industry does not take
that view or we will not have any plants around here at all.

Mr, O'Mara. 1 certainly hope not.

Senator Humparey. This is where your market is; this is where
you sell your product.
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Mr, O’Mara, That is correct.

Senator HumMpHREY. You might want to stay close to home.

Mr. O’'Mara. For the past years, according to Department of
Commerce figures, 28 percent ofy the domestic charge chrome market
has been supplied with overseas imports, mostly from South Africa.

DOING BUSINESS WITH RUBSIANS

Senator HuMpHREY. Are we going to buy from the Russians when
we want to?

Mr. O'Mara. We are already buying naphtha from them.

Senator HumpHREY. Let’s assume this détente thing, which every=
body seems to be working on, continues to be a fact. Do you think
we can really do business with the Russians by simply loaning them
money and hopefully selling them our equipment, or do we have to
buy something from them?

gz{r. O’'Mara. Well, I am certain we not only have to buy something
from them, but we have to buy something—probably a number of
things—that are pretty basic.

Senator HumMPHREY. Yes.

Mr. O'Mara. However, I would also suggest to you that, like
other developing countries—and in spite of, Russia’s progress in
many areas, she is still a developing country— Russia will want to
upgrade her raw materials as much as possible prior to exporting
them. This is the case all around the world.

It is not just the case with Rhodesia or South Africa. It is, for
example, also the case with Australia. Any country with natural
assets of great value wants to upgrade them to the maximum amount.

For these reasons, we do not favor the enactment of S. 1869.

Mr. Chairman, that completes my statement.

[Mr. O’Mara’s prepared statement follows:]

PrEPARED STATEMENT oF FREDERICK B. O'Mana, Exrcurive VicE-PRESIDENT,
UntoN CarBipe Corr.

Mr. Chairman, members of the Committee, my name is Fred (’Mara and T
am an Executive Vice-President of Union Carbide Corporation. I am pleased
to have this opportunity to discuss some of the issues invelved in the importation
of Rhodesian chrome as it would be affected by the Humphrey-Fraser bid (8. 1868
and H.R.. 8006).

Union Carbide's interest in this issue stems from the fact that since 1923 it
has owned chrome ore properties in Rhodesia and has for more than 50 vears
operated plants which eonvert chrome and other ores into more useful and
valuable forms, The ore is converted in high-temperature electric furnaces into
ferroalloys which are then employved by the steel industry in the production of
stainless steel, alloy steels and a wide variety of other general and special purpose
steels. The operations of the chrome mines and a ferrochrome plant in Rhodesia
are currently controlled by the Rhodesian Government.

The issues under consideration by this Committee—the United Nations
sanctions against Rhodesia, the U.8, relationship to those sanctions, the Byrd
Amendment, and the Humphrey-Fraser bill—all go under the general label of
““Rhodesian Chrome,” and for good reason. Chrome is the focal point of the
matter., An understanding of metallurgical chrome is essential if this Committee
and the Congress are to moke the decisions which will best serve the national
interests of the U.S,, Iong-term and short-term.

CHROMIUM, FERROCHROME AND CHROMITE

Because there are several types of chromium-containing ores, and a variety
of different products and uses for these ores, it is important at the outset to clarify
what we mean when we digcuss chrome,
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Chromium is a metallic element first identified in 1797 and it occurs naturally
in the form of an ore, Chrome ore is called chromite and has heen traditionally
classified, depending largely on the chromium content and the impurities, into
three general types:

1. Metallurgical grade, which covers chromite ore suitable for use in the pro-
duction of comimercial ferrochromium and special chromium alloys. This is the
most important grade and accounts for about 70 percent of the total use of
chromite.

2. Refractory graede, which covers chromite which is satisfactory for production
of standard refractory brick and foundry molds. It has very limited applicability
in the production of alloying madterials. It accounts for about 18 percent of the
use of all types of chromite.

3. Chemical grade, which covers chromite satisfactory for use in the manu-
facture of chromium chemicals, including those used for chromiumn plating and
for (ri)igments. About 10 percent of the chromium used in this country is chemical

rade.
g The chromium ore, or chromite found in Rhodesia iz metallurgical grade.
Since Rhodesia is the focus of the subcommittee's interest, and since metallurgical
grade is by far the most important type from a standpoint of both economics and
national security, my comments hereafter relate only to metallurgical chromite.

Metallurgical chromite in the form of ore as it comes from the mine cannot be
successfully or economically employed by the steel industry or hy other industrial
users. It must first be converted into one of several types of ferrochromium by a
high-temperature smelting and reduction process. This process is carried out by
the ferroalloy industry {(which also converts manganese ore and silicon ore into
various types of ferromanganese and ferrosilicon for use by steel producers and
the aluminum industry).

METALLURGICAL CHROME IS ESSENTIAL TO THE NATIONAL SECURITY

Chromium is one of the most important and indispensable industrial metals.!
Current U.8. consumption of metaliurgical chrome ore totals about 700,000 tons
er year. None is mined in the T.8. or in North America. The U.5, Bureau of
R/[ines in 1970 estimated that recoverable domestic chromite reserves amount to
1.8 miilion tons of eontained chromium, all in low-grade ore and mostly in small
deposits. The ore is chemical grade, rather than metallurgical chrome. To put it
simply, these small amounts of recoverable reserves of chromite in the U.S. are
not likely to be mined on a basis that is cconomical or profitable any time in this
century.

Ferrochromium is irreplaceable for the production of stainless steel and other
types of high-performance steels and superalloys, where the chromium imparts
vital resistance to heat and corrogsion. About 10 per cent of domestic production
of these stecls goes directly to military and defense applications. Modern jet
airplanes, nuclear submarines and warships, for instance, cannot be built without
metallurgical chrome. Eighty-five per cent of stainless steel is devoted to other
essential uses, such as oil refineries, hospital equipment, food processing machinery
and chemical plants. Only about 5 per cent of U.3. chrome usage goes to household
appliances and kitchen tools.

When the U.8. began to designate strategic materials for stockpiling and
defense purposes in 1939, chromium was one of the first four commodities to be
listed. The stockpile consists of metallurgical, refractory and chemical grade
chromite and of several types of ferrochromium. Amounts in the stockpile are
expressed by Federal agencies in terms of chromite or equivalent by converting
the amount of ferrochromium into the tonnages of metallurgical ore that would
be required for ita production.

THE STOCKPILE AND NATIONAL EMERGENCY NEEDS

In view of the importance of metallurgical chrome to the national defense and
the national economy, it is appropriate to review the stockpile supply situation.
Officials of the General Services Administration and of what was then the Office
of Emergency Preparedness have presented the basic facts in considerable detail
in Congressional testimony over the past several years.

In testimony to the House Armed Services Committee in June, 1972,? officials
of the Office of Emergency Preparedness declared that the U.8. requirements for
metallurgical chrome for a three-year wartime national emergency would total

4,315,000 tons—or 1,438,000 tons per year. This is more than the current peace-
time usage.

L 17.8. Mineral Resources, Qeologice] Survey Professional Paper 820, 1073,
3 Hearings of House Committee on Armed Serviees, June 22, 1972 (EL.A.3.C. No. $2-55).
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To meet these national emergency needs, the current inventory of chrome in
the national and supplemental stockpiles i3 about 5,300,000 tons. This amount
includes more than 900,000 tons of excess chrome, the disposal of which has been
authorized hy Congress. This 900,000 tons, however, is very low-grade, low-
quality domestic ore. And the bulk of it is stored in Montana, 50 miles from the
nearest railroad. It has no economic value today.

In March, 1970, the Office of Emergency Preparedness reduced the stockpile
objective for metallurgical chrome to 3,100,000 tons, and in 1871 requested
legislation (8. 773) authorizing the disposal of 1,313,600 tons of metallurgical
chrome and ferrochrome. In trying to explain how the United States could meet
its wartime needs for 4,315,000 tons of chrome from a stockpile of only 3,100,000
tons, the OEP witness told the House Armed Services Committee, ““ We estimate
we can obtain from sources such as Rhodesia and the Republic of South Africa
923,000 tons during the three years.” Members of the Committee were unable
to get satisfactory answers to their questions as to what would happen if Rhodesian
ore were fully committed to customers elsewhere in the world or unavailable
because of the UN sanctions, and the Committee did not approve the bill.

In April, 1973, President Nixon proposed new stockpile disposal legislation
based on stockpiling essential needs for a one-year period. In casc of chrome, the
stockpile objective would be reduced to 445,000 tons. The legislation iy pending
before the Armed Services Committee, but no hearings have been held and none
are in prospcet,

We regard the material in the stockpile—even the 900,000 tons of Maontana
ore—as a good strategic reserve, It would be invaluable in the event of a serious
wartime emergency which cut our nation off from its normal sources of supply,
all of which are half-way around the world in the Eastern Hemisphere.

However, this is not the same thing as saying the stockpile is a readily available
reserve of competitively priced chrome (and ferrochrome). Two factors must
come into consideration at this point. One is the strategic reserve concept. If
we use up the stockpiled material today for reasons of economie, political, or
social policy, it will be gone and will not be available to meet the needs of national
security should a real emecrgency occur. This, obviously, is o decision for the
Congress {and the President). On the basis of the record to date, the Congress
apparently has decided to retain the stockpile reserves. It did not approve the
legislation authorizing disposal of 1.3 million tons of chrome in the last Congress,
and it has not yet even begun to consider the present proposals for an even more
drastic reduction in the strategic stockpile.

The second factor involves economics. Much of the material in the stockpile
was acquired during the Korean War at heavily subsidized prices. The average
acquisition cost of metallurgical grade chromite in the national and supplemental
stockpiles was $46.66 per short dry ton, or $52.25 per long ton. Much of the ore
in the stockpile is worth far less than that today because it is low-grade, poor-
quality material. It could be economically and competitively used by the domestic
ferroalloy and stainless steel industries only if the price were to be cut sharply.

Most of the ore which is excess to stockpile needs today has a negative value
for the production of ferrochrome. The Government would have to pay a ferro-
chrome producer to use it, We have also attempted to appraise the economic value
of the material which the QGeneral Services Administration plans to declare
excess if the Congress approves the new, lower stockpile objectives. Qur estimate
is that the Government would suffer an average loss of $22 per ton on the chrome
ore it plans to release. In the ecase of the ferrochrome in the stockpile, the loss
could excecd $100 per ton.

Obviously, there is no economic advantage to the Federal Treasury in such
transactions, We are not surc that the Congress and the Government are willing
to accept losses of this magnitude—especiaily when they would be coupled with
the risks involved in using the emergeney supplies when there is no emcrgency.
Furthermore, if the Government releases the ferrochromium as well as ore from
the stockpile, the ferrochrome could have an immediate impact on the domestic
producers of ferrochromium. Unless the sales were carefully timed and priced,
they could adversely affect the domestic production of ferrochromium and the
employment levels in the industry.

BOURCEE OF sUPPLY

_Because chrome is indispensable to the functioning of a modern economy and
vital to a sustained war effort, we believe it is appropriate for the Congress to
give some consideration to the national security implications of various sources of
supply.
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In terms of estimated world resources of metallurgical chrome, Rhodesia
possesses 67 pereent of the total. Iere are the estimates from the U.8. Bureau of
Mines:?

Estimated

resgurces
Caountry ¢net tons) Percent of tatal
Rhodasia - 300, 00, 000 67
South Africa. 100, 000, 400 22
Russia..____ 26, 500, 000 6
Turkey. .. - 9, 00, 000 2
Philippines 1, 500, 000 1
United Stales . e rmemmmemeemeae—mm—emmemm e a——mA——msuisaaa L000 o ennnae
ONBT o temmc e mmemmee o e o mammmmmsmmvEmm—mammwem i, —mam—mmmmmmmm = 8,175,000 2

Tokal o imcmmememmmm—rcmmom e mmmmm e me———m— mm A Ao ame 445, 575, 000

It should be noted these amounts are “‘resources,’”” as opposed to “reserves,”

where “‘resources’’ essentially means the estimated total amount present, without
regard to any ceonomic considerations. The Bureau of Mines also indicated a
belief that the Russian resources are substantially larger than the amount shown
in this estimate, but better estimates are not available.

Prior to the imposition of sanctions against RRhodesia, about 40 per cent of 1.8,
imports of metallurgical chrome came from Rhodesia, about 40 per cent came
from the Soviel Union, and the remainder from South Africa, Turkey, Iran, and
other countries. With the imposition of sanctions against Rhodesia, imports of
chrome from there ceased, and imports from Russia increased significantly, In
1968, Russia accounted for 69 per cent of U.S. imports. Russia's share of the U.S.
market from chrome imports was 57 per cent in 1969, 1970 and 1972. It dropped
to 41 per cent in 1971 because of an unusually large increase in shipments from
Turkey. Turkish shipments to the U.8. increased sharply in 1971 and 1972 becose
the high price of Russian chromite led many purchasers to place orders in Turkey.
But in many cases, ore ordered in 1969 or 1970 wag not delivered until 1971 or
1972. Union Carbide’s purchases of Turkish ore accounted for more than 45 per
cent of the 1971 Turkish shipments to the U.S.

EFFLECTS OF ENACTMENT OF THE BYRD AMENDMENT

A little more than 18 months have elapsed since the Byrd Amendment became
effcctive. By examining the situation that existed when the UN sanciions were
fully complicd with and then comparing it in the light of developinents since Janu-
ary, 1972, it is possible to assess the effects which adoption of the Humphroy-
Fraser bill might produce.

EFFECTYS ON THE PRICES OF METALLURGICAL CHROM

The prohibition against importation of chrome from Ithodesia in the 1967-1971
eriod produced a marked increase in the price of Russian chrome. The U.S.
%ureau of Mines Mineral Yearbook for 1970 states, * Metallurgical grade chromite
prices rose for the fourth successive year, continuing the trend initiated in 1967,
primarily as a result of continued United Nations economic sanctions against
Southern Rhodesia.” The price of Russian chrome dropped sharply in 1972 after
the enactment of the Byrd Ammendment permitting imports of Rhodesian chrome,
The following table shows the prices, [.0.b. shipping point, paid by or quoted to
Union Carbide for metatiurgical chrome ore:

Rate Price per long dry ton Source Status
1968 eee o vccm e camnn b RUSSIAN 018 o visrmormnans Presanction,
197) e 39639 e Ao o Sanction.
1972, et $46.45t0 $A8.0) . 1) TR Byrd amendment.
1972 e ame 4013 o iaeinaoen Rhodesian ore. . ooouan Do.
1973 e $37.59t0 $3962 ________..en.. Russian ore..._. Do.
1973 i meaen L1 T, Rhodesian ore_ Do.

3 Mineral Focts and Problems, U.B. Buregu of Mines Bulletin 650, 1970.

22-088—T73— -8
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Adoption of 1the Byrd Amendment resulted in a substantial drop in the price
of Russian chrome. Repeal of the Byrd Amendment is likely to resuit in a sub-
stantial increase. When repeal of the Byrd Amcendment was uwnder consideration
in 1972, suppliers of chrome forecast an immediate 20 per cent price increase if
imports from Rhodesian were banned again. If history repeats itzelf, and we expect
it wili, repeal of the Byrd Amcndment in 1973 would also result in a 20 per cent
increase in the price of Russian {and Turkish) chrome orc.

THY EFFECTS ON THE FEIROCHROME INDUSTRY

Much has been said and written of a conflicting nature about the effects of the
Byrd Amendment on the domestic ferrochrome industry. It is abgolutely essential
to the conduct and purpose of these hearings that the confusion surrounding this
point be cleared away and the facts exposed. And the facts are these. By producing
a reduction in the price of metallurgical chrome ore, the adoption of the Byrd
Amendment hus directly and usefully benefited the domestic producers of ferro-
chrome. It has reduced the cost of their essential raw material—whether obtained
from Russia, Rhodesia, Turkey or elsewhere—and made them more world com-
petitive. Kven if there had been no price reductions, the availability of alternate
sourees of ore is beneficial.

Furthermore, adoption of the Byrd Amendment has made higher quality chrome
ore available to U.8. ferrochrome producers. Despite assertions to the contrary by
thre U.8. State Department, our manufacturing experience with Russian, Rho-
desian and Turkish ore has strengthened our conviction that RRhodesian ore has
a consistently higher quality in its metallurgical compesition and in its physical
form, both of which are important factors in ferrochrome production.

However, 1 want to make it clear that these benefits for the domestic ferro-
chrome industry from the Byrd Amendment are largely obscured by other factors
which are of much greater long-term significance to the industry, To understand
the current dilemma of the domestic ferroehrome industry requires o brief ex-
planation of the products involved. Ferrochrome and chrome alloys embrace a
variety of alloys, each with its particular manufacturing process and markets,
One of the most unportant of these is a high-carbon ferrochrome generally called
charge chrome. Tt is primarily this alfoy which is being imported in increasing
quantitics which may have the greatest impaet on the domestic industry,

Two basic factors have seriously affected the domestic charge chrome producers:

1. The steady increase in imports of charge chrome, particalarly from countries
such as South Africa, where the lower cost of production coupled with Jower
transportation costs inherent in shipping of alloys compared to orc have provided
an econoniic advantage.

2. The concurrent increase in imports of stainless steel from Japan and else-
where which proditced a significant and scrious drop in the domestic production of
stainless steel during the 1967-1971 period. This production drop curtailed the
domestic market for ferrochrome.

Caught hetween increasing imports and a declining market, profits of the U.S.
charge chrome industry were seriously eroded to the point where, in some cases,
production is no longer economically feasible.

While it iz probable that imports will continue to make further inroads on the
domestic charge chrome market, there are a number of other ferrochrome alloys
which, for a variety of reasons, are and will continue to be made by domestic
alloy producers including Union Carbide Corporation. These alloys will require a
continued supply of high-grade metallurgical ore. Continued domestic production
of these products can be best assured by the lowest costs of ore to the producers.
The Byrd Amendment resulted in a significant drop in ore prices, Its repeal would
jeopardize the domestic production of some of these other products.

In addition to imports of charge chrome, there are other major factors which had
and are¢ having a significant impact en the domestic producers of ferrochrome and
all kinds of ferroalloys. These factors are the requirements for air pollution contrel
and the energy crisis.

The energy crisis in the United States is an important fact of life to the entire
domestie ferroalloy indusiry which is power intensive and requires large quantities
of electric energy. Rising costs of fossil fuels, the imposition of air pollution re-
guirements on electric generating stations, and other factors are producing strong
upward pressures on the costs of electric energy in the United States—rpressures
which are much less severe in most major foreign producing arcas.

Air pollution controls are also an important direct factor in the cost and com-
petitivencss of domestic ferroalloy production. The uncontrolled production of
ferrochrome and all ferroalloys results in the emission of very large quantities of
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particulate matter into the almosphere and air pollution abatement in the indus-
try is difficult and costly. As evidenee of how diffieult and costly, in the five-year
period 1972-77, alone, Union Carhide will have invested more than $50 million
in air pollution abatement equipment to bring its ferroalloy plants up to the level
of pollution control dictated hy present day standards. Actually, the bulk of this
money will have been spent by the end of 1975, This $530 million investment is on
top of a hase, in-place air pollution investment by our Ferroalloys Division of
some $30 million. The air pollution cleanup costs for just one of the division’s
plants is expected to exceed $28 million in the time frame 1970-75. This is not said
to eomplain about the stringeney of today’s air pollution control reguirements or
to boast about what we are doing to control pollution at our ferroalloy facilities.
It ig simply a statement of fact that has important bearing on the entire domestic
ferroallov industry,

The eost of air pollution eontrol is an especially important factor with respeet
to older, smaller and less efficient produetion facilities in the industry where the
capital cost of air pollution abatement cquipment and the high operating cost of
such equipment can be enough to push a marginal facility into the red.

It iz a combination of these factors which apparently has led to the decision by
several domestic ferroalloy producers to announce plans to shut down some of
their production facilities.

Based on whai we read in the general and trade press, prospective closing an-
nouncements have been made with respect to five domestic ferroalloy plants by
three different companies. All of these plants are small and old. All face the neces-
sity for heavy investments for air pollution control. According to what we hear
and read, all are scheduled to be shut down by the end of this year or next year.
However, none has been shut down as yet and there are indications that the deci-
sion, in some cascs, may he changed or deferred because of changing market con-
ditions or the issuance of waivers with respeet ot air pollution requirements, Only
one of these plants produces ferrochrome and its principal produet is low-carbon
ferrochrome, which is also a product under heavy pressure from imports. Inei-
dentially, we have put together a compilation of information from the public
record relating to these plant closure announcements which we will be glad to
supply to the Committee should it desire to go into this matter in greater detail.

I should note that air pollution eontrols conld have something of a silver lining
for the ferrochrome and stainless steel industries. If the automobile industry em-
ploys catalyiic converters made of stainless steel to mect the current auin emis-
sion standards, demand for stainless steel and ferrochrome will increase about 25
per eent. But a production expansion of this magnitude may not be possible with-
out Rhodesian chrome.

THE EFFRCTS ON THE STAINLESS STEEL AND SPECIALTY BTEEL INDUSTRIES

The price and competitive availability of chrome—specifically, ferrochrome—
are of critical importanee to the stainless and specialty steel industry of the United
States. Stainless steel has a chrome content of 18 per cent. Some special steels
contain much higher amounts than that. Obviously, then, the cost of chrome is a
significant factor in production of these steels.

Witnesses from the stainless steel industry are also scheduled to testify before
the Committee and will present their own views. However, the basic problem iy
starkly simple: lower cost Rhodesian chrome and ferrochrome will either reach
the T7.8. market directiy if the Byrd Amendment is retained or, if it is repealed,
indirectly as lower cost stainless steel imports. The choice in terms of our overall
national interest seems apparent.

THE EFFECT3 ON REHODRESIA

Prior to the imposition of the UN sanctions, chrome exports accounted for only
2 per cent of Rhodesia's total exports and less than 1 per cent of its gross national
product. Chrome is still not a major factor in the Rhodesian economy today.

Since the imposition of sanctions, control over the marketing of Rhodesian
chrome has been taken over by a Rhodesian State trading ecompany, Univez.
Under government mandate, Rhodesian chrome operations produce ore and
allnys as directed by Univex to meet its marketing requirements. [Univex has
sucecessfully sold in world markets all of the chrome produced in Rhodesia. It
has significantly increased the output of chromce ore, and it has vastly increased
the production-of ferrochrome in Rhodesia.

LRepeal of the Byrd Amendment would not reduee the amount of Rhodesian
chrome available to world markets. 1t would only deny it to the U.5. market.
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Adoption of the Byrd Amendment did not result in a large volume of Rhodesian
chrome shipments to the United States because most of the cutput was already
committed to customers elsewhere in the world, (Customers who ignore the UN
sanctions with apparent impunity). The British Foreign Secretary told Parliament
last year, A lot of (Rhodesian) exports are going to countries which are members
of the United Nations and which are supposed to be supporting sanctions. This
is beyond dispute.”

As indieated carlier in my statement, we anticipate that repeal of the Byrd
Amendment would lead to an increase of about 20 per cent in the Russian and
the world price for chrome ore, given present levels of steel production throughout
the world. Such a price increase also would cnable the Ithodesians to increase
prices for their chrome ore and, subsequently, their prices for ferrochrome, Thus,
repeal of the Byrd Amendment is likely to producc a significant increasc in
rreenucs to Rhodesia. It would actually strengthen the Rhodesian economy,
rather than weaken it.

SUMMARY AND CONCLUSIONE

My. Chairman, let me now summarize and offer a few conclusions.

1. Chrome is indispensihle to a modern economy and soeiety such as ours,
It is essential in the manufacture of most specialty steels, including alloy steels
which go into virtually everything Irom jet engines to farm equipment and
machine tools. Without chrome, for example, there would be no stainless steel
which is of such critical importance in the manufacture of heat and corresion
registant equipment and products for medical and surgical use, food processing,
petroleum refining, chemical processing, conventional and nuclear electric powcer
generation, and many other essential uses.

2. The United States does not have viable reserves of chromium. Our present
stockpile would meet our essential needs for three or four years at best, providing
that costs are no object. Our unmined domestic resources are so thin and scut-
tered that it would take a major effort—Ilarge sums of money and many vears to
mine—and then they would mect our national needs for only two or three years.
If we use up our stockpile now and mine our domestic recoverable reserves, we
would price the U.8. out of the ball park in peacetime (unless signifieant Fecderal
subsidies were provided) and we would exhaust our last-ditch wartime reserves.

3. These same considerations of national interest and welfare impel us, as a
nation, to retain the capability here at home to process chrome into ferroalloys
and then on into the finished products of stainless and superalloy steels.

4. Since our domestie resources of chrome are so limited and uneconomic, we
have no realistic national choice but 10 secure chromium from those areas of the
world where it is found in more abundant quantities, We should not he—and in
fact cannot afford to be—subjected to artificial restraints.

5. This, of course, brings us face-to-face with a host of disputes. The world’s
important sources of metallurgical ehrome are located in countries with which
people of the United States may have moral, political, religious, or social differ-
ences. As Americans, we do not, of course, endorse the policies of South Afries
or Rhodesia towards blacks. Neither do we support the treatment the Soviet
Union sceords Jews or Lithuanians nor revel in the attitude that Turkey has
sormctimes displayed towards its Greek minority.

We do not condone these policies, practices or attitudes any more than we
condone many of the events that have transpired in the long-standing Arab-
Isracli dispute. Our nation’s purchase of essential and critical raw materials,
whether chrome or oil, in no way indicates the support of the American people
or the U.8, Government for these policies, practices, or attitudes—nor should
it be so interpreted.

The world’s social, political, and other problems cry out for solution. But the
solution clearly does not lie in isolating oursclves economically or otherwise from
problem areos.

I believe the Government would do a disservice to the American people were it
to artificially limit our access to essential raw materials.

6. The difference in the case of Rhodesia is the United Nations program of
mandatory sanctions. I am a husinessman-—not a statesman—and T have the
same high hopes for the United Nations as most of our citizens. Yet I cannot
help marvel at the fact that, in the United Nations General Assembly, the United
States and Mauritius each has one vote, while the Soviet Union has three.

If the United Nations Participation Act—under which the United States
imposes and enforces the UN sanctions against Rhodesia—were to come before
the Senate Foreign Relations Committee today, I wonder if the Committee would
recommiend that the President be given unrestrained, discretionary authority to
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carry out any decision of the UN Security Council which his ambassador did not
veto—or if the Congress would approve such authority.

7. There is also the down-to-earth practical side to the UN sanctions against
Rhodesia. I see no evidence—ither from here in the United States or from my
visits to Rhodesia—that more than six and a half years of mandatory UN sanec-.
tions have moved the situation any closer to a satisfactory resolution we all so
earnestly desire.

Press reports published in this country indicate that the Rhodesian economy is
expected to grow from 6 to 7 percent this year. Exports in 1972 amounted to 345
million Rhodesian dollars and exceeded presanction levels. Shipments of erhome
ore and ferrochrome to the United States accounted for less than 2 percent of that
tirtal.

Repeal of the Byrd Amendment will deprive the American ferroalloy and
stainless steel industry of Rhodesian chrome, but it will not reduee the number
of new auntomobiles on the streets of Salisbury. In fact, there is clear evidence
that repeal of the Byrd Amendment will help, rather than hinder the IRhod esan
cconomy.

My own belief is that the UN sanction will drive Rhodesia closer to a 8 th
African kind of apartheid rather than produce a just solution,

In addition, the UN economic =anctions are eszsentially based on a ‘‘starve-them-
inte-submission’’ philosophy, which raises as many moral questions as it  oes
practical ones. Surely there must be better ways.

For these reagons, we do not favor the enactment of 3. 1869.

DIFFERENCE BETWEEN PRIVATE YVIOLATION AND OFFICIAL POLICY
S5UGGESTED

Senator HumpHREY. You said, “Adoption of the Byrd amend-
ment did not result in a large volume of Rhodesian chrome ship-
ments to the United States because most of the output was already
committed to customers elsewhere in the world (customers who ignore
U.N. sanctions with apparent impunity).”” Then you go on to quote
the British Foreign Secretary.

Mr. O’Mara. Yes.

Senator HumpurEY. Is there not a great deal of difference
between private trade ignoring the law, which they often do, and
an official government policy which violates a standard that has
been voted upon in an international tribunal of which we are a
charter member?

Is it not a fact that this country has been trying to seek peaceful
means of enforcing U.N. decisions rather than the use of force?

To go around saying there are some people in private business
who pay no attention to these U.N. sanctions is not comparable
to saying that the Government of the United States should pay no
attention to them. Do you equate those things?

Mr. O'Mara. Yes, I think I can equate them because the
Government of the United States is very forceful in enforcing their
sanctions,

Senator HuMpHREY. Good, for that is what we should do.

Mr. O’Mara. As a government, that is correct. Other governments
do not.

Senator HumpHREY. That does not let us off the hook. What I
am getting at is, it is one thing for countries to blink their eyes 38
private violations, which I do not condone, but it is another thing
for the United States to openly pass legislation which, in a sense,
removes us from any of the restraints under the U.N. resolution to
which we adhered.

There is a difference between official policy and private violation,
is there not?

22 088—T73F—T
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Mr. O'Magra. Well, yes, because official policy in the form of
the Byrd amendment makes the importation of certain materials
from Rhodesia lawful, while the repeal of the Byrd amendment
would make the same import activity unlawful.

Senator HumpHREY. Is it not also that a government is different
from private industry. We cannot stop all the moonshiners.

Mr., O'Mara. Well, T would guess that if the Government truly
represents the people, ves, it is an extension of the people.

Senator HuMPHREY. Yes.

Mr. O’'MaRra. At least that is the case here in the United States.
And it would seem to me that you cannot differentiate between the
Government and private industry here in the United States.

I will have to submit they are getting closer and closer all the time.

Senator Humparey. There is oftentimes great differentiation.
The government has a price control policy. Many times it is openly
violated and I do not think that means the Government condones
the violations.

U.8. COMPANIES BENEFITED BY BYRD AMENDMENT

How many companies are really benefited by this Byrd amendment
in the United States? How many chrome companies do we have in
the United States that are receiving major benefits from this?

Mr. O'Mara. I would say Union Carbide and Foote Mineral.

Sianator Humeurey. That 1s about the only two companies that
we have.

Mr. O'Mara. But that is an oversunplification, if I may say so,
sir, of the total problem. ‘

Senator HumPHREY. It also approaches a monopolistic admission,
¢oes 1t not?

Mr. O’MaRra. No, it is not monopolistic.

Senator Humruarey. Closer.

Mr. O'Magra. The mujor producers of chrome in this country at
the present time is Airco Alloy, which is based on Russian chrome
ore.

Scnator Humparey. They are able to get along on Russian chrome?

Mr. O’Magra. Thal is right. :

UNION CARBIDE’S PROBLEM

Senator HumpurREY. Your problem is that Union Carbide owns
the chrome deposits m Rhodesia; is that true?

Mr. O’Magra. Yes, it is true.

Senator HumrHREY. Because you have the private interest in
Rhgd;:sia, you feel the national policy ought to be bent toward your
needs?

Mr. O’'Mara. Not at all, sir.

Senafor HuMpPHREY. You do not?

Mr. O’Magra. No.

Senator HumprrEY. Why do you not get by like the other com-
panies do? ‘

Mr. O’Mara. Just a moment. The reason I feel that we should
change our policy toward Rhodesia is very simply this: The Rhodesian
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economy cries out for foreign investment to provide jobs for the
people of Rhodesia. We run schools at our mines. We educate the
children of our employees, but when they finish their schooling they
find they have nowhere to go to get jobs.

Senator HumpHREY. I thought you said this Univex Co. has so
much business that if we repeal the Byrd amendment it would not
have any adverse effect on the economy of Rhodesia. In fact, it might
improve it.

Which side do you want to come down to here?

Mr. (Magra. If I may continue, what I wanted to say is that for-
eign investments in Rhodesia would generate more jobs than there are
available now under the sanctions. The economy is growing but it is
not growing at the rate necessary to take care of the people who are
being born every day there and it is not taking care of the people who
are educated.

"EFFECT OF REPEAL ON RHODESIAN ECONOMY

Senator HumprrEY. I want to take you back to your testimony
again, Mr. (’Mara.

I thought you said in this testimony that if we repeal the Byrd
amendment, 1t would not have an adverse eflect on the Rhodesian
economy. I believe I heard you say someplace it would help 1t.

Mr. O’Mara. That is right.

Senator Humeurey. Then, if it is going to help it——

OVERALL ISSUE

Mr. O'Mara. We are talking about two different issues here.

Senator HumMpHREY. Yes, I think we are; you bet.

Mr, O’Mara. What I am talking about is the overall issue, namely:
what is in the interest of Rhodesia, what is in the interest of the people
of Rhodesia, what is in the interest of the people of the United States.

Senator HumpPHREY. That is correct.

Mr. O’Mara. And that has to do with trying to open up Rhodesia
to make jobs by foreign investment, and building facilities there that
will create these badly needed jobs. The Rhodesian economy is grow-
ing, but it is not growing at nearly the rate that the population is
growing. This problem will continue and, in fact, will get worse, The
pressures that are put on Rhodesia by the sanctions and by the in-
cursions of “freedom fighters” or ‘‘terrorists,” depending on which
viewpoint you have in this regard—who incidentally are trained in
Odessa, Peking, and Havana—are really inciting in Rhodesia a situa-
tion where I think you are going to have revolution. We are already
seeing this in terms of the hardening of the Smith regime, We are see-
ing a move in Rhodesia now toward the kind of apartheid they have
in South Africa.

I would say to you that there are those who 2 years ago said the
United States should withdraw from South Africa. But we, among
many companies, said that we should remain in South Africa because
our presence there was beneficial to the people. And I believe that
niaor_e people in the United States are now coming to that same con-
clusion.
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DIFFERENCE IN PRESENT BITUATION

Senator HuMpHREY. But there is a difference here. There 1s a U.N.
resolution on Rhodesia, for which we voted, and in which we partici-
pated. There are 250,000 whites in Rhodesia and over 5 million blacks.

The Government of Great Britain, which 1s an ally of ours and a
close friend and much more important to us than all of the Rhodesians
put together, has laid down as a part of its discussions with the Rho-
desian Government of Lan Smith that there should be elections, that
there should be popular rule. This is a former British colony, right?

Mr. O’Magra. Why certamly.

Senator HumpHREY. What we are doing under the present situation
is really telling our good ally Great Britain, “You are wrong.” We
have undercut them and we have undercut any inovement in Rhodesia
to get popular government. There 1s nothing wrong with our being
interested in popular government. I recognize other countries with
which we do business do not have popular government, but there is a
difference. The difference is that the international community has
already imposed sanctions, just as sanctions were once imposed upon
Italy under Mussolini at the tune of the invasion of Ethiopia. The
fact that some countries did not abide by these sanctions did not make
their action legitimate or right or moral.

I think that the United States ought to abide by sanctions if we
vote for them.

If the matter of sanctions is not important at all, that is a different
item, but I think it is vitally important and T thought that is what the
charter of the United Nations stood for. The charter of the United
Nations is the law of the land. That is what any treaty becomes after
ratification: not just the U.N. Charter.

EFFORT TO TWIST U.8. POLICY SUGGESTED

What we are really doing here is trying to twist the policy of the
Government of the United States to accommodate a couple of
companies.

Mr. O’Magra. No, I find that is not true. :

Senator HumpHREY. What else does it do? You said you were not a
monopoly. You said there is another company that, for example—
what 1s the name of that?

Mr. O’Mara. Airco Alloys.

Senator Humpagrey. It is competitive with you?

Mr. (’Mara, Right.

Senator HumpHreY. It 13 able to get along without having to get
Rhodesian chrome. You are concerned about the growth of the Rho-
desian economy, but yet you are going to move the ferrochrome in-
dustry right smack bang out of the United States.

The ferrochrome industry, if it is a vital industry to our national
security, ought to be here. If we have to make some arrangements to
keep you here, those arrangements ought to be made.

On the one hand, you say we ought not to liquidate the stockpile
for security purposes. On the other hand, you say we can take the
ferrochrome industry, which is vital to the national security, and ship
it abroad. Why? Because you can get the goods cheaper?
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Mr. O’Mara. Mr. Chairman, we have the ability to switch furnaces
around from the smelting of one product to another, and we will
always have the ability to produce ferrochrome in this country.

I would submit to you, however, it would be a good idea, if we are to
have a stockpile, we have a stockpile of ferrochromium and not a
stockpile of ore. This way we not only stockpile the alloy which is
vital to us but we stockpile energy as well.

PREVIOUS ARGUMENTS QUESTIONED

Senator HuMPHREY. Yes; it might not be a bad idea, but I recall
the previous debate and testimony about this. You spent it all on
chrome ore. That is what the sponsor of the amendment talked about.

The sponsor of the amendment made the statement saying we are
talking about one product.

Mr. (’Mara. Thatis correct.

Senator HumrHREY. We were talking about chrome ore, We now
find out we are talking about nickel and we are talking about other
minerals that come from Rhodesia. So it was not just chrome ore.

If we need a ferrochrome stockpile, maybe that is sometling we
ought to look into. I would buy that. I think that makes some sense.
T think that is a good proposal. But it seems to me that the arguments
that have been stated before—first of all, you are going to protect
American jobs. You are not protecting any jobs at all, are you? You
are shipping them out, are you not?

Mr. O’Mara. No; any furnaces we have that are viable furnaces
and have air pollution control on them are still running. We are
running at absolute capacity.

Senator HumpHREY. How many are you going to take out?

Mr. O’Magra. We will not take any out; those will all be heve.

Senator HuMPHREY. I thought there was some indication in your
testimony that certain plants were leaving the country.

Mr. O’ Mara. No: I said plants were closing but the reason they
were closing was not because of the chrome situation. The reason they
are closing 15 that they are not viable plants.

Senator HuMpEREY. Why do you not modernize them?

Mr. O’Mara. These are not our plants that are closing.

Senator HumpHREY. 1 heard the same thing from United States
Steel in Duluth, Minn.; they closed a plant up there and said the
reason is it was old and obsolete. My argument then was, why do you
not put some money in it and make it new and modern instead of
running someplace else.

It seems to e that as far as the job situation is concerned, if
you are going to move some of your ferrochrome industry overseas,
you are not helping jobs. That was the big argument that we heard
around here when the amendment was first up. We have to protect
Americen jobs, No. 1, and we cannot rely solely on the Soviet Union
for our chrome,

The Soviet Union is exporting more to us now after the Byrd
amendment than they did before. Is that not correct? :

Mr. ’Mara. Yes.

Senator HunpHREY. So we are still buying from the Soviet Union.
Not only that, Mr. Nixon has Mr. Brezhnev to lunch. We are putting
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our arm around him. So I do not get the point. I do not get the point
of why we are so scared of those Russians when we are going to depend
on them for gas and oil. We have big deals going with them, but when
it comes to this industry somehow or another we have to just hide
under the blanket once again.

But in the meantime, we have over 50 percent of our ore imports
from the Soviet Union, is that correct?

Mr. O’Magra. That 1s correct.

Senator HumpureEY. And how about our ferrochrome?

Mr. O’Maga. The Soviet Union does not export ferrochrome.

Senator HumpHREY. Because that is a processed product?

Mr, O’'Mara. That is right. But it will be, What I am saying to
you is that the Soviet Union will be exporting ferrochrome. All of
the countries with chrome ore reserves which have power available
to themn will get into the ferrochrome business and they will sell that
ferrochrome,

VOLUNTARY AGREEMENT PROTECTING SPECIALTY STEELS

Senator HumpHREY. Is it not true what Mr. Sheehan said about
the voluntary agreement on the protection of specialty steels?

Mr. O’Magra. No. We do not have an agreement in ferrochrome.

Senator HuMmpurgY. But it is used in the steel industry?

Mr, O'Mara. That is right.

Senator HumpurEY. Insofar as the price is concerned, the market
is pretty‘? well protected. The ferrochrome is part of the steel industry,
1s 1t not?

Mr. O'Mara. Yes, but the ferrochrome does not come under
any allocation.

Senator HumpHREY. But when it is used?

Mr. O’'Mara. Or any quota.

Senator HuMPHREY. In the processing of specialized steel products
it 1s protected, is it not?

"~ Mr. O'Magra. The products themselves are proteeted.

Senator HompHREY. Yes, that is correct.

Mr. ’Mara. Yes, that is correct.

Senator HumpHREY. So the price differential does not make any
difference?

Mr. O’Mara. Well, maybe the representative of the stainless steel
industry, who is going to testify, should speak to that.

Senator HumpuREY. All right.

BYRD AMENDMENT'S EFFECT ON IMPORTS FROM RUSSIA QUESTIONED

After the embargo 59 percent of our ore came from Russia in 1972,
In the first 6 months of 1973 they supplied us with 51 percent of the
total. So as far as ore is concerned, the Byrd amendment has not done
8 thing to slow down the Russians, not one bit.

Mr. O’Magra. No, and the reason, as I told you, is that we have not
been able to get all the ore we would like to get from Rhodesia.

Senator HumpHREY. And the reason for that is what?

Mr. O’Mara. Is they have it sold to other people.

Senator HumPHREY. Sold to other people?

Mr. ’Mara. Yes,



87

Senator HumpHREY. Therefore, if you cannot get all the ore you
need from them, the argument for the amendment loses some of its
validity ; does it not?

Mr, O’Magra. No, I think if we establish some, shall we say, credi-
bility, with the Rhodesian

Senator HumpPHREY. You mean if we would establish the credibility
by violating international law by official policy, then we would be in
better shape?

Mr. O'Mara. You could put it that way if you wanted to.

Senator IIumpHREY. Is that not what we are doing, is that not what
you are saying?

Mr. O’'Mara. Well, T think that is for the Congress to decide and
that is really what we are here for—to talk about that.

PROCEDURE WHICH COULD BE FOLLOWED IN TU.N.

Senator HumpHREY. Is there not, as was indicated by Senator
McGee, a procedure that we can follow in the U.N. if we feel so
strongly about it?

Mr. O'Magra. Yes, there is.

Senator HumpHEREY. We have not dvne that, have we?

Mr. ’Mara. No.

WHAT OFFICIAL U.S. POLICY SHOULD BE

Senator HoMPEREY. We are the only country in the world that has
taken the action to lift the sanctions; 1s that correct?

Mr. O'Mara. As far as I know, but

Senator HumpaEREY. The only country, is that correct?

Mr. O’Mara. But you are talking about officially lifting.

Senator HumMpHREY. I mean officially lifting. You know I am not
running the steel business.

Mr. O'Magra. That is right.

Senator HumpeREY. I ain just talking about what should the official
policy of the country be and the point you made, and I think tellingly,
13 that a number of places around the world violate the sanctions.
’Il‘lha,t is true. They violate the murder laws too; but we do not repeal
them,

Mr. O'Magra. And also in & number of nations around the world
they do not have one-man, one-vote.

Senator HumpureY. That is true.

Mr. O’Mara. And that is where much of your chrome is located.

Senator HumpurEY. I do not see any reason that we should aid
and abet by official Government policy colonial type regimes. It has
been. my judgment for years and years we have been trying to change
other peoples into more democratic procedures. One of the arguments
for détente with the Soviet Union is that it will relax them, you know.
It will make it easier for their people. I hope that is the case, but I do
not see any reason why the Government of the United States should
endorse policies officially that aid and abet colonialism, minority rule,
imperialism, exploitation. And that is exactly what we are doing.
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VETO OF SANCTIONS AGAINST 8QUTH AFRICA AND MOZAMBIQUE

Mr. O'Magra. And yet, Senator, Ambassador Secali said this
morning, the sanctions against South Africa and Mozambique and
so forth were vetoes.

Senator HumpeREY. That is right. They were vetoes. So it is not
an official policy at least by the Congress of the United States.

Mr. O’Mara. That is nght, but it also was vetoed in the United
Nations. Thus, we made our feelings known there,

TWISTING PUBLIC POLICY FOR PRIVATE INTEREST SUGGESTED

Senator HumMpHREY. Correct, and we could have done it on this
other, but we did not. The law is there. The international law prevails.
And in this instance, may I say quite frankly that it seems to me that
what we are doing is twisting publie policy g)l‘ private interest.

Mr. O’MARa. I am €orry, Mr. Chairman, I cannot agree with that.

Senator HumperEY. I know you could not agree with that.
{Laughter.] And I understand your concerns. I really do understand

{our concerns, and I can understand some of the competitive difficul-
ies that you face, but we have had to go through this a lot of times.

There are many things we do here in the United States on the
basis of what we call oflicial policy that are not always beneficial to
some private group. We have to occasionally-—not ocecasionally, I
hope we will do it more often—take a stand on what is right rather
than what is convenient.

Thank you.

Mr. ’Mara. Thank vou.

Senator HunipHREY. We have another witness here, Mr. Andrews—
Mr. E. F. Andrews, vice president of purchasing, Allegheny Ludlum
Steel Corp., representing the specialty steel industry.

Mr. Axprews. Thank you, Mr. Chairman.

Senator HuapHREY. I witnessed yvou in the back of the room taking
cxception to some of my remarks, and we will give you a chance to
publicly set the record straight. I sure will welcome that.

STATEMENT OF E. F. ANDREWS, VICE PRESIDENT, MATERIALS
AND SERVICES, ALLEGHENY LUDLUM INDUSTRIES, INC.; ACCOM-
PANIED BY HOWARD 0. BEAVER, PRESIDENKT, CARPENTER TECH-
NOLOGY CORP.; AND THOMAS SHANNON, COLLIER, SHANNON,
RILL & EDWARDS, WASHINGTON, D.C.

Mr. AxprEwa. Well, you had me on the edge of my seat a rouple
of times.

Accompanying me is Howard O. Beaver, president of Carpenter
Technology Corp., a major stainless steel producer; and Thomas F.
Shannon of Collier, Shannon, Rill & Edwards, representing the tool
and stainless steel industry. I am E. F. Andrews, vice president of
materials and services Allegheny Ludium Industries, Inc. I am a
member of the Critical Materials Committee of the American Iron &
Steel Institute. Today I am also speaking for the Tool and Stainless
Steel Industry Committee,
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Senator, my statement vou have before you but I will not read it.
I would like very much to go into the full detail because several things
have been brought out here today that I am champing at the bit to
speak to, and the hour 1s late.

Senator HoMPHREY. You go ahead and speak to it.

Mr. Anprews. The hour is late, so I think I will jump along and
give the essence.

Senator HuumprrEY. We will include the full statement in the
record, but you feel perfectly at liberty to do whatever you wish.

Mr. AxprEws. Thank vou. I am going to leave with you a copy of a
little booklet which we prepared which is statistical more than any-
thing else. _

Senator ITvypHREY. We will include that, by the way, as a part of
the record.

[The information referred to is on file with the committee.|

Mr. Axprews. We would appreciate that.

CHROMIUM IS8 CRITICAL AND ESSENTIAL

I think the main thing we want to say is that unlike nickel, tung-
sten, and molybdenum, by definfion, you cannot make stainless steel
without chromium. It requires 11 percent approximately even though
most of it contains 18 percent. There is a great deal of contention of
the fact that while this is all knives and forks, less than 6 percent of
the stainless steel used in this country is used for household appliances.

We find that chromium and stainless steel is highly critical to the
machinery and equipment industry, and this 15 our largest customer.
It is also critical and essential to environmental control systen:s.

We cannot process our envirommnental desires in the country without
stainless ‘steel, and thus chrome is essential because it is the only
metal that has the necessary corrosion resistance.

We find chrome critical and essential to correct the energy shortage
in the United States because you cannot have nuclear power stations
and you cannot even have conventional power stations without
boilers containing stainless steel.

We find it is critical in the mass transportation industry because
you cannot have jet engines, or tank cars, without stainless steel.

We have heard a great deal of the strategic and defense applications.
It 1%, of course, essential to that, and the small numbers cited earlier
are the direct buys of DOD and does not include a great deal of the
stainless steel that might be included, say, in airplanes or something
that does not show up as a sheet of stainless steel bought by the
Defense Department.

But we do not want to hang our hat totally on the fact of defense.

lThe Defense Department does represent only a small percent of our
sales.

The point is, the use of stainless steel is likely to accelerate at a
geometric rate, and a very good example is just the simple little ex-
ample of the catalytic converter on the automobile. It is going to take
10 pounds additional per car; it is going to take 50,000 tons of stainless
steel more than we are producing. That is just to do that. That is all.
It 15 & very small and simple usage.
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It is estimated by the end of this decade the consumption of ferro-
chrome needed to produce stainless steel will increase from the present
last year’s 309,000 tons to over 750,000 tons, and that 1s a lot of
ferrochrome.

Now then, as stainless is critical to & modern technological society
and chromium is essential to stainless, so the specialty steel industry
is dependent upon ferrochrome.

COST IMPACT OF 3ANCTIONS

We have heard a great deal of talk about what the cost impact of
the sanctions was. Well, an average ton of stainless steel contains
400 pounds of chrome.

A 1-cent per pound increase in chrome would increase the cost of
an ingot ton by $4. You get about a 50-percent yield, and that is about
an $8 increase in the cost of a finished ton.

During the sanctions, the cost of low-carbon ferrochrome rose 14
cents; that is, approximately a 65-percent increase. During the sanc-
tions, high-carbon ferrochrome rose 10 cents. That is a 70-percent
increase. That, incidentally, was 1969, 1970, 1971, which, as I remem-
ber, Senator, were recession years, and yet those prices went up in
the middle of a recession when our industry, the major consumer,
was flat down. It was in 1969, 1970, and 1971, imports were coming in
rapidly and teking the market.

Take a penny a pound increase, that is $8 per ton, and a 12-cents
average increase for chrome during the sanctions. That is $96 a ton.
There is approximately 1 million tons of stainless steel produced annu-
ally, that is $96 million, and that’s where the $100 million dollars
Jack Sheehan questioned comes from

hSenator HumpaREY. You and he ought to come back and fight
Lhat out.

Mr. AxpreEws. 1 wish we could. T am sorry he left. After the sanc-
tions were lifted, the price of these products went down 7 cents.
That is a $56 million improvement in our cost by the lifting of the
sanctions.

Now, in 1973 under phase 3, phase 2 went off, it drifted back up
approximately 4 cents per pound. So we have gone up $32 million in
1973 due to inflation and all the other factors we have heard about.
It is safe to assume then if the sanctions had not come off, we would
have added that to the $96 million. That is the cost impact.

It is estimated if the sanctions are reimposed, the price of charge
chrome could rise from 10 to 25 cents per pound, and I think that the
price of these products could rise between $80 million to $200 million
annualized as an impact on the industry.

Senator HumMPHREY. You are not asking for an increase with the
sanctions?

Mr. AnprEws. That was the carbon steel industry.

Senator HumpHREY. But it would affect your industry ultimately?

Mr. AnpreEws. We do not make carbon sheets, sir.

Senator HumpaREY. I have watched the steel industry over the
years. When the price increases with one group, it sort of spreads out.

Mr. AxprEws. It works across the industry. We were not down
there asking for it. We were not appearing. It was the carbon steel
industry.
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OPPORTUNITIES TO OBTAIN CHROME AT REASONARBLE PRICES

Now the point is, the necessity of ferrochrome at reasonable prices
to the stainless steel industry. We do not use chromite. We do not
need chromite. We cannot use chromite.

Now then, there are only three ways we are going to get it:
American ferroalloy producers, the national stockpile, or imported.
And yet the three opportunities are more apparent than real. Now
we are getting to the issue that was so hardly banged on this
morning and that 1is, the American ferrochrome industry relies
exclusively upon imported chromite. We have no metallurgical
chromite in the United States.

WITNESS' 1968 PREDICTIONS CONCERNING SBANCTIONS

Now in 1968 I went to the State Department and I came up
here on the Hill and I said that if the sanctions were left on, these
things would happen: Chrome ore prices would double, the ferro-
chrome industry would be irreparably damaged, if not destroyed, and
I predicted that ultimately only one plant would survive, that is the
Airco, Charleston, S.C., plant. Mr. O’'Mara referred to that. Stainless
imports would rise due to lack of competitiveness imposed on the
stainless steel industry, that the Rhodesian Government would not
fall iIn 6 months as the State Department was predicting and, that
Erices would come down when the sanctions were lifted. All of those

ave happened.

Senator HumpHREY. It is a pretty damn good record for prediction.

Mr. ANDREWS. Yes, it is a good batting average.

Senator HumphrEY. You ought to be the Chairman of the
Council of Economic Advisers around this town.

Mr. Axprews. I thought about that a couple of times too, Senator.

Senator HuMPHREY. Maybe we will give you a transfer.

Mr. AxprEws. Do not tempt me.

[Laughter.]

IMPOSITION OF SANCTIONS INJURED U.S. FERROCHROME INDUSTRY

Now, I contend, sir, and as one who has been in Rhodesia and
South Africa and across the African Continent on several oceasions,
I contend that the imposition of the sanctions is what injured and
brought about the forces of injury to the ferrochrome industry and
not the lifting of them. As I saw Rhodesia in 1968, 1969, there was
virtually no %errochrome industry there, and 1 in my various trips
saw it build and rise in 1969, 1970, and 1971 from almost zero to
almost 300,000 tons of capacity equal to the U.S. capacity. It was
not there previously.

Senator HumpHREY. To what do you attribute that?

Mr. ANprEWS, Japanese money and European equipment.

h$1enator HumearEY. They are going to be around for quite a
while,

Mr. ANpREws. Senator Humphrey, all signatories to the sanctions
that were not supposed to be there, and I nearly got run over by the
Renaults and Toyotas and Citroens while I was there.
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Put yourself in the position of the ferrochrome producer, he has
an old plant; it is designed for low-carbon ferrochrome rather than
high-carbon ferrochrome. He has been cut off from his major source
of economic ore. He has been told to take Russian ore, which is
increasing in fines, and T could spend a lot of time talking about the
quality of that but I will skip that because that is on the record.
He is being pressed now for ecology and so forth. He is not taking
long term chrome contracts because he does not know what his future
is. He is not taking long term energy contracts because he does not
know what his future is. Now the sanctions come off and he looks
over there and there are 300,000 tons of brand new capacity sitting
in Rhodesia and almost 200,000 tons of brand new capacity sitting
in South Africa that was not there when the sanctions were put on
ready to go. Would you invest to compete and its sitting on top of
the ore pile?

Senator HumpHREY. I think that is a problem.

Mr. AxpreEws. It is the problem and I therefore submit o Mr
Sheehan and anybody else, and T am talking about Steubenville.
Let’s talk to the 350 steel workers out of work there, whether the
sanctions, taking them off or putting them on, caused loss of jobs.

What T am concerned about as being a member of the stainless
steel industry, sir, is putting them back on again and let them last
5 years again, let the Japanese and everybody else run over there as
they did before and when we take them off we will be eyeball (Lo
eyeball with the brand new stainless steel producers; we will have
exported those jobs.

Maybe that export of the ferrochrome industry was inevitable,
sir. Maybe it was going to happen, but we sure as the dickens ac-
celerated the program. That is my contention, that we lost jobs.

DISLOCATION OF HISTORICAL PATTERNS OF FERROCHROME

Senator Humpurey., The “Metals Week,” which T think is the
official publication, has noted pretty much what you have said.
Speaking about the ferrochrome industry; it says:

One highly placed source helieves the problem lies deeper, however, originating
with a “considerable dislocation of the historical patterns of ferrochrome.”

Until last year, this expert reasons, the United States maintained a strict
adherence to the U.N. sanctions against Rhodesia, making the Rhodesians very
selective and independent about selling ore. At the same time, Rhodesia and South
Africa—which have maintained a traditional strong bond, accessing low-cost
and high-grade ore sources to both—are now sceking to produce and sell chrome
alloys rather than ore. As a resull, South African ferrochrome production has
expanded to an estimated 500,000 tons per year by year end and Rhodesia is
slated to triple its own eapacity in the next 18 months {o 400,000 tons per year.

- I guess what they are really saying is, regardless of what happens
on the Byrd amendment, these countries which are sitting on top of
the ore and have the power are going to do it anyway. .

Mr. Axprews. Right, you just made my point, Senator, and I
appreciate 1t very much.

Senator HumpurEY. 1 am always glad to ba helpful.

Mr. AxprEws. I have that article in my own file, the point being
we have, in fact, dealt an irreparable blow to the ferrochrome industry
unless some kind of Government thing you alluded to a moment ago
wotld occur that would keep this onshore.
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Now, we have the stainless steel industry eyeball-to-eyeball with
this situation. Are we going to deal irreparable damage because we
cannot survive without ferrochrome? Bring all the Russian c¢hromite
in you want; it is not going to do us a bit of good. The chromite
coming in is going to the Charleston, S.C., plant, which has been
buying Russian ore since 1962. He tried to use Rhodesian and could
not produce charge ore with the competitive quality and he was the
first man to go to Russia, he made a 10-year contract for power and
a 5-year contract for his ore, but that contract finally expired on his
ore and the best deal he could get was 18 months because the Russians
anticipate the sanctions will go back on and they can raise the price.
I do not blame them, it scems like a reasonably entrepreneurial approach
to the problem,

The point i1s, Russia has no exportable ferrochrome business.

Since the sanections went on, we have gone from 95 percent self-
sufficient in ferrochrome in the United States to where we are now
down to less than 75 percent, and if the plants scheduled for closing,
do close, we will be almost 50 percent at the end of this year.

REASON FOR DECLINE IN U.5. FERROCHROME SELF-SUFFICIENCY

Senator Huarprrey. Is that not simply due to one thing, South
African and Rhodesian cheap labor and no real trade union move-
ment and to not having to comply or not complyving with all of the
environmental controls, as the Carnegie report pointed out? They
produce it cheaper, period?

Mr. AxprEws. Right.

Senator HumparEY, That does not——

Mr. AnprEws. 1 would support Mr. O'Mara; it is not labor but
it is power and the other things, all right.

Senator IuMPHREY. You may say that, but the Carnegie study
pointed out that this surge of low-cost imports of ferrochrome from
Rhodesia has done more harm to American industry than any of
the other things during the period of the sanctions.

Mr. AxprEws. I just do not support that for whatever they want
to hang it on, but the point is that labor i1s 10 percent or less of the
cost of production and this, therefore, is not the full impact.

Senator HumeparEY. It is not just labor. The study went on to
point out, as you know, a number of other things.

Mr, AxprEws. Yes; they have brand new furnuces, large furnaces,
designed for high carbon ferrochrome, cheap power, sitting on top
of the chrome pile and labor.

ABILITY OF JAPANESE AND GERMANS TO OUTCOMPETE U.5.

Senator HumpHREY. In reference to the steel industry, the Japanese
and Germans have new furnaces, pay more for power, were able to
send ore into this country, paid higher wages in terms of the total
benefits and were able to outcompete the American steel industry?

Mr. AnpreEws. Certainly.

Senator HuMpPHREY. They had to import their ore?

Mr, AnprEws. For one reason. They were buying Rhodesian
chrome during the sanctions.
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WHY RHODESIAN AND SOUTH AFRICAN FERROCHROME IS CHEAPER

Senator HumpHrEY. When you talk about furnaces and equipment,
may I say I do not think this has anything to do with sanctions at
all? I think the Carnegic report again made it very clear what was
going on here. It says:

It is important to remember in all this just why Rhodesian and South African
ferrochrome is so much cheaper. Not only are the lack of pollution controls and the
proximity to the raw material —chrome—important in keeping costs low in
Southern Africa. Equally important is the fact that labor unions are almost
unheard of and the mostly-African labor force in both countries are pald very
low wages for their work in the mines and the ferrochrome processing plants.
It is the apartheid and cheap labor systemis which allow companies like Union
Carbide to produce ferrochrome so much more cheaply in Southern Africa.

So what you are really getting down to is sanctions or no sanctions.
They can produce cheaper over there simply because they are on the
cheat with their people.

Mr. ANpreEws. Sir, you heard the producers say that it was not
labor. And I would trot any producer anywhere in the world up here
and he will show you his labor costs in percent of production cost is
infinitesimal.

Senator HumpaREY. Would you pardon me if T went down and
cast a vote for freedom and I will be back.

Mr. ANnprEWS. As one who wears in the role of the black hat has
little choice

Senator HumMpHREY. I have about a 4-minute time period if you
want to wait.

[Short recess.]

Senator HumparEY. We will proceed back to this sterling star wit-
ness that we have here.

Mr. AxprEws. Did you win, Senator, _

Senator HuMpHREY. We won. I am losing with you, but I am win-
ning over there,

Mr. AxprEws. Never, never will be the day I will be able to stand
up to your articulateness.

T.et me jump down for time, Senator, because there are a couple of
other points on this I would like to throw in and either bow out or
whatever you desire.

COMMENT THAT WE CAN RELY ON STOCKPILE

First of all is the comment that we can rely on the stockpile. As I
have indicated, our ability to consume the cgromite in the stockpile
is now fast beeoming very academic in the sense we do not have the
chromite consuming demand and the only major producer really
viable left has the Russian contract, but it is only an 18-month con-
tract. But even so, a very high percentage of that material is considered
to be unacceptable by present standards. But let’s look at the picture
on chrome.

Seven hundred and twenty-one thousand tons of ferrochrome in
there, 319,000 tons of that are low-carbon ferrochrome, which is not
the product of choice any longer with our AO furnaces, and so forth.
Qur ability to consume and it has been marked, according to GSA
[Government Services Administration] and metals week and some
others, as obsolete by present day standards so what you are really
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looking at are 402,000 (ons of high-carbon ferrochrome. This year we
are consuming at the rate of 460,000 tons, and if in fact we shut down
the plant as scheduled, could be as low as 150,000 tons of capacity.
By next year it is estimated we could have 500,000 tons’ consumption,
and you can see the shortfall and you have 402,000 sitting there and,
when that is gone, it’s Katie bar the door eyeball with the I%ussians.

WHAT DO WE DO WHEN WE COME TO IMPORTS?

They do not make ferrochrome for export and what do we do when
we come to imports? Who do we import from? There are five basic
areas, Russia, Turkey, South Africa, Rhodesia, and a little bit in
Brazil. Fine.

The Japanese have been very astute and in a consortium of five
companies who got together, a little bit illegally maybe in the U.S.
terms, but they had a meeting and the government kind of sat in on
that meeting and they went over and made a 10-year contract in
Turkish ore, and that is why the drop off of Turkish ore. It is going to
Japan,

In the August London Metal Bulletin, you will find five companies
in conjunction with the Japanese Government are trying now to make
o deal with Brazil.

Senator Humparey. Might I add, they are not only doing that in
the instance of this ore but they are doing it

Mr. AnoreEws. Many other things.

Senator [IumMpHREY [continuing]. They are doing it in soybeans.

Mr. Axprews. All over the world.

Senator HuomMpHREY. All over the world, and they are doing it in
petroleum. They are going to protect their supplies.

Mr. ANpDREWS. Yes, sir. And you will find, sir, in a speech I made
in the American Iron and Steel Institute, May 1972, entitled
“American From a Have to a Have-Not Nation,” I recommended
that we had better review some of our policies inside the United
States and watch some of these people because we are running out
of raw materials. And if you take the White House conference, sir,
which was held about a year and a half ago, and take the growth
pattern to 1990, and you take the energy shortfall that we have all
heard so much about, the metal shortfall in the United States is more
severe. But we have not heard anything about that. We are going
around kind of shutting it off from ourselves around the world, or else
not going after it aggressively, we cannot live without going after it.

KNECESSITY OF CONSIDERING FEELINGS OF LESS DEVELOPED COUNTRIES

Senator HumpEREY. You see, that is the problem. That is one of
the reasons why I believe we have to be considerate of the feelin
and concerns of some of these countries that are potentially rich in
natural resources.

I was at the Finance Committee this morning testifying on another
matter. But there are what we call the less-developed countries, or
the low-ineome countries.

Mr. ANDREWS. Yes.

Senator HumpurEeY. That represents per capita income of under
$375 of over a billion people, exclusive of China, 70 nations. Yet in
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those countries and in the territorial domain are vast resources yet
to be developed. The United States has a very special interest in
maintaining close diplomatic ties, friendly relationships, walking the
extra mile, may 1 say, to accommodate some of the views and the
attitudes of these people or we are going to end up having people
say to us, “Well, sorry buddy, turn out the lights.”

Mr. Axprews. Right. That is what they are going to do, Scnator,
I could not agree more, and this is a very serious and critical problem
but then you come back to the chroine, right in iine with your problem.

Sixty-seven percent of the world metallurgical chrome is in
Rhodesia; 22 percent is in South Africa, which has a far more severe
racial problem than Rhodesia, and so I come up with 83 percent of
the chrome is down there and we are talking about, shutting it off.

CHROME IN BRAZIL

Senator HumpHREY. Those are the known reserves, but is it not
true there is considerable chrome through geological surveys in Brazil?

Mr. AxprEws. We do not know. Their capacity, we know, is not
large at this time. They have not developed it. It is recognized by the
Bureau of Mines to be ﬁaae than 2 percent of the world known reserves.

Senator Humpurey. Is that right?

Mr. ANDREWS. Yes.

FINNISH CHROME

Senator HuMparEY. What about Finland?

Mr. AxpgEws. They have very little. They use Russian ore. They
are a ferrochrome producer.

Senator HumpurEY. But they do import Russian ore to produce
ferrochrome?

Mr. AnprEWS. Yes, s do Norway and Sweden.

CHEAFPNESS OF FINNISH FERROCHROME

Senator HuupurEY. Why is Finland produeing at prices that are
about 20 to 25 percent cheaper than Rhodesia?
Mr. AnprEws. I do not know that they are.
Senator HumpeHREY. That is the information we received here in
the commitice.
Mr. AnpreEws. Oh, no. The Finnish? 1 do not have the Finnish
Erice, sir; I know the Japanese, German, Norwegian, I have those as
igher than the Rhodesian. 1 do not happen to have the Finnish, so
I cannot speak for that.
* Senator HuMpPHREY. [ will check into that.
Mr. AxprEws. That is o the record. It either is or is not. We will
find what the record says.

GROWING DEMAND FOR AND DECLINE 1N SUPPLIERS OF FERROCHROME

My point is that as the various nations of the world reach out for
ferrochrome, leaving the Brazilian and the Turkish ore aside, you are
looking at Russian, and the South African-Rhodesian complex. Now
we know that during the sanctions the Russians were beginning to
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ship an increasing amount of fines, and even Senator McGee and the
metal bulletin was saying it is obvious that the Russians are having
trouble keeping on supplying us. This was during the sanetions.

Now, the South Africans have found, as has been tried in this
country, they have trouble meeting the standard qualities and costs,
using only South African ore. Therefore, a very major share of the
{errochrome produced in South Africa is beneficiated by Rhodesian
ore to bring it up to standard.

Now, as the rest of these nations in Europe have a growing demand,
also we do. If we are going to prosecute our ccological and mass
transit and energy needs, there is going to be more of a scramble for
this limited supply. Russian, Rhodesian, South African. That is where
the big load is, and I say then that we are either going to be outbid
for it or 1t is not going to be made available to us, and we had better
get in there and have our part.

Facing this decline in the number of ferrochrome suppliers and
forbidden to trade with the leading and lowest cost producer, American
steel industry could expect to pay stratospheric prices for ferrochrome,
that it can get, the point being if we are out there competing in the
ferrochrome world and saying “OK, fine, but you cannot buy from
this major and largest producer,” so you have to compete with every-
body else for what is left, the cost impact on us has to go up.

Now, the imports in steels, you know what they have done. You
have been up and down the line on steel and the impact imports have
had on us. Our fear is imposition of the sanctions hasten the export of
steelworkers’ jobs in the ferrochrome industry, and we feel that the
imposition of those sanctions again will hasten the export of steel
workers’ jobs in the stainless steel industry. This is our primary
CONCern.

DOING SOMETHING FOR AFRICAN PEQOPLE

If you want to do something for the people of Africa, the sanctions
have not worked. That has been a matter of the record. Their GNP has
gone up. Their mine and mineral output increased 96 percent from 1967
to 1972 during the sanctions. The one guy that got hurt by the sanc-
tions, in my opinion, two guys that got hurt by the sanctions were the
steelworkers and the ferrochrome industry that got clobbered when
they saw that new capacity go up while they had their hands tied,
and the black African in Rhodesia in the apricultural and tebacce
industry, he got clobbered.

T agree with the statement of Senator Fulbright that we should not
meddle. T agree with the President of the United States when speaking
to Africa that the answer is to help them economically and to help .-
them get jobs, and then I would say if we want to help the Africans
in Rhodesia, we go down there and we import industry, we put in
trade schools, we educate him, we create jobs, we give him economiec
and educational advancements and then his political and social ad-"
vancements, he will want and be ready to receive and it will come much
quicker, I think, and with a lot less effort.

Senator, that is it and T thank you very much for staying as late
as you did.

22-088—T8—-8
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[Mr. Andrew’s prepared statement follows]

PREPARED STATEMENT OF E. F. ANDREWS, VICE PRESIDENT, MATERIALS AND
SERvVICES, ALLEGHENY LupLum IxpuvsTries, INnc.

Good morning; my name is E. F. Andrews. I am Vice President Materials and
Services, Allegheny Ludlum Industries, Incorporated and I am a member of the
Critical Materials Committee of the American Iron and Steel Institute. Today
I am also speaking for the Tool and Stainless Stecl Industry Committee.

Although I am confident the Committee is well aware of the world market for
chrome, I would like to emphasize this metal’s essentiality to the specialty steel
industry and to my company in particular.

Unlike such metals as nickel or tungsten, chromium is indispensible in the
production of stainless steel. While a steel can be officially classified “stainless”
if it contains as much as 10.5 percent chromium; in practice, almost all stainless
steel contains at least 15 percent chromium—and a majority contains above 18
percent. On an industry-wide basis, over 66 percent of ferroalloy consumption in
the United States is for production of stainless steel products,

Stainless steel-—which most people associate with tableware and cooking
utensils—is vital to a wide range of critical applications ranging from pollution
control devices to boxcars. In fact, less than 6 percent of all stainless steel pro-
dnced in this country is utlimately used for home equipment and tableware. The
vast majority of stainless steel is used in industry and defense where its corrosion
resistant qualities are essential.

Muachinery and equipment is the largest market for stainless. This includes food
processing, chemical refining, and hospital implements.

Environmental confrol systems are demanding an inereasing amount of our out-
put. Due to the highly corrosive nature of most pollutants, stainless steel is
ideal for such applications as filters, transmission lines, valves and other machinery

arts.
P Power generation uses thousands of tons of stainless and related alloys every
year. Without exception, nuclear generating facilities incorporate stainless stecl
components for eritical applications. Conventional plants also demand stainless
for boilers, controls and related equipment.

Transportafion consumes much of the industry’s output. Uses range from stain-
less steel tank cars to jet engine blades.

Defense applications are also an important end-use for stainless and other
specialty steels. Products as diverse as rocket engines and steel insoles for combat
boots usc stainless and other specialty steels in large quantities.

In the future, demand for stainless is likcly to accelerate at a geometric rate.
The rate of growth will be dependent upon a number of factors, not the least of
which is further ecological requirements. For example, the catalytic conversion
system for automotive emission control would require an additional 10 pounds
of stainless steel per car: over 50,000 extre tons of stainless would have to be
produced annually merely to meet this single demand.

As stainless is critical to a modern technological society and chromium is
essential to stainless, so the specialty steel industry is dependent upon ferrochrome.

1 would like to emphasize that no American specialty steelmaker owns or
operates any ferrochrome refining facilities in the United States. We are
customers of Union Carbide, Foote Mineral and other producers—not competitors.

Let me illustrate just how dependent the specialty steel industry is upon an
adequate supply of ferrochrome at reasonable prices. For every gross ton of one
of our most common grades of stainless, we need 400 lbs, of chromium, 200 lbas, of
nickel, and 1,640 lbs. of iron. The iron {which if serap is used also contains some
chromium) costs as about 2¢/lb. or $32.80 for the amount we use to make a ton
of stainless. The nickel will range between $1.30 and $1.40 per pound or about
$260 for this melt. The chrome costs about $.23 to $.38, depending upon whether
low carbon ferrochrome or high carbon ferrochrome is used, or approximately $120.
In this case, the ferrochrome alone accounts for approximately 29 percent of the
raw materials costs.

As I mentioned previously, without chrome, stainless steel cannot he made.
Thus if our source of ferrochrome is restricted, the conclusion is obvious. Assuming,
however, that we can get ferrochrome—but at inflated prices—the effect is almost
as serious. Rather than speculate, I can give you concrete examples of the
economics involved.

We have just said that there is approximately 400 lbs. of chrome in a ton of
stainless steel; thus a 1 percent per pound increase in chrome would increase the
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cost of an ingot ton by $4.00. With an average 50 percent yield factor, it would
increase the cost of a finished ton by $8. During the Rhodesian sanctions, the cost
of low carbon ferrochrome rose $.14 and the cost of high carbon ferrochrome rose
$.10. For illustrative purposes, let's say that the cost of chrome went up an average
of .12, Thus, the cost of a finished ton went up $96. Since there is approzimately
1 million tons of stainless steel produced ancually, the cost impact on the industry
was $96 million annualized. Shortly after the sanections were lifted, the price on
both products went down %.07 per pound. Thus restoring nearly $56 million to
the stainless producers during 1972. During the inflationary rise of Phase 3 this
vear, these prices have edged back up approximately $.04 per pound. It is probable
that this $32 million increase would have been on top of the $96 million had the
sanctions remained in cffect. While there is no way to predict accurately, it has
been estimated that the price of these produets could rise from $.01-25, or $80-200
million increase in cost if the sanctions are reimposed.

Where are we to get the necessary supplies of ferrochrome at reasonable prices?

There are three basic sources of ferrochrome for the American steel industry:
American ferroalloy producers, the national stockpile, and imports. These
alternatives, however, are more apparent than real.

The American ferrochrome industry cannot be considered an adequate source
of supply either now or in the foreseeable Future. There are at least two com-
pelling reasons for this conclusion:

Firsi: The American lerrochrome industry currently relies exelusively upon
imported chromite ore for its raw materials requirements. As there are no
reserves of metallurgical grade chromite ore in the United States, the American
industry’s dependence upon foreign ore is likely to continue. As those countries
with indigenous chromite ore reserves develop their own ferrochrome industries,
they will become inereasingly reluctant to ship raw material—and profits abroad.
This trend is already apparent. The Rhodesian ferrochrome industry is already
almost twice as large as the American industry and is growing at an increasing
rate. Rhodesian—or South African ore—will inevitably become less available to
American and 3rd country ferrochrome producers as these countries develop the
means of refining it themselves,

Second: The American ferrochrome industry was badly hurt by the initial
sanctions, and has a diminished ability to meet the specialty steel industry’s
requirements. Between 1967 and 1971 the American ferrochromium industry was
faced with increasing environmental demands at the same time its source of
high quality, low-cost ore was restricted. These combined factors rendered
investment in existing facilitics speculative at best. Further, the demands of ihe
specialty steel industry were shifting away from low carbon ferrochrome to high
carbon., Conversion of existing ferrochrome producing facilities would have
necessitated huge capital investments.

Ferrochrome producers were thus placed in a vice of rapidly escalating costs
on one hand and depleted supply of low-cost material on the other. The result
was inevitable. Praduction has almost consistently decelined since 1967 with
more plants scheduled for closing this year. The American industry, exercising
what can only be viewed as sound business judgment, refused to invest millions
of dollars in facilities without having some assurance they could recoup their
investment.

The implications for the specialty steel industry are also obvious: In the
future we must increasingly rely on the other two sources of supply I mentioned
previously: the national stockpile and imports.

NATIONAL S8TOCKPILE

Many commentators have suggested the national stockpile of ferrochrome is
n reasonable alternative to both domestic ferrochrome producers and foreign '
supplicrs. This thesis, however, will not stand eritical examination.

The national stackpile of ferrochrome is approximately 721,000 short tons. At
the present rate of consumption, this amount would epparently be sufficient to
supply American specialty steel producers for almost two years. Unfortunately,
this apparent availability is complicated by a number of factors. Of the 721,000
tons in the stockpile, 319,000 tons is low ecarhon ferrochrome which has been
marked obsolete. The remaining 402,000 tons of high earbon ferrochrome could
supply our requirements for about 18 months—if it was available. Currently,
none of the national stockpile of high carbon ferrochrome is available for disposal,
Legislation iz now pending to release 390,000 tons of this material, but has not yet
been reported out of Committee. While it is not my purpose today to debate the
wisdom of liquidation of the national stockpile, the issue is moot in any event.
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This leaves foreign producers as the only reasonable source of ferrochromium
for both long and short term requirements.

Of the msjor ferrochrome producing countries, only four have significant in-
digenous supplies of metallurgical grade chromite: the Soviet Union, Turkey,
South Africa . . . and Rhodesia. Other countries from which we currently im-
port significant quantities of ferrochrome include Japan, West Germany, France,
Finland and Norway.

I have heard it argued that should the United States reimpose the embargo on
Rhodesia, American specialty steel companies could merely shift their orders to
these other countries. This theory caused inestimable injury to the United States
specialty steel industry during the sanctions, and could be devastating should the
emnhargo be reimposed. The fallacy of this theory stems from at least, three sources,

First.—Those countries lacking indigenous supplies of ferrochromium are in
approximately the same position as U.8. ferroalloy producers, Their suppliers,
Rhodesia, South Africa, and the Soviet Union, are increasingly reluctant to sell
raw materials when they are developing ferrochromium industries of their own.
As I mentioned previously the Rhodesian ferrochrome industry is already double
the size of U.8. capacity, and South African production currently exceeds half a
million tons annually. Japanese ferrochromium producers, recognizing this avail-

. ability erunch, have succeeded in gaining firm commitments from Turkey for
2.6 million tons of chromite over the next 10 years, effectively locking out 3rd
- eountries. Fven the Japanese, however, are feeling the pinch, and will be 50,000
tons below domestic requirements this year. Stringent export controls on chrome-
bearing scrap have already been imposed on the Japanese industry, and export
regulafion of ferrochrome is expected in the near future. '

The Soviet Unioll enrrent!y mines more chromite than it can refine into ferro-
chrominm, but the construction of new ferrochromium facilities will soon change
that. In fact, this trend is already apparent. Imports of Soviet metallurgical grade
chromite were 87 percent less during the first five months of this year compared
to the equivalent period in 1972, Further, the Soviet Union has never heen 2 major
supplier of ferrochromium to the United States, retaining almost all their produe-
tion for domestic consumption.

It is apparent, then, that the United States must rely upon the two remaining
major suppliers of ferrochrome in the foresecable future: Rhodesia and South
Africa. This leads to the second major fallacy in the theory I previously mentioned.
Almdst without exception, South African ferrochrome is refined from Rhodesian
chromite. The Rhodesian ore is used to upgrade the low-quality South Afriean
“fines’” in produeing high carbon ferrochrome. Some South African ferrochrome is
produced exclusively from Rhodesian ore. If the embargo were reimposed, almost
all South African ferrochrome would he necessarily banned for U.S. eonsumption.
Iven if South African ferrochrome were to use only indigenous ore, however,
South Afriea would be unable to meet even the demands of the United 8tatcs
producers, disregarding 3rd country consumers.

This brings us to the third major fault in the theory.

FEven assuming that 3rd eountry ferrochromium producers could somehow
acquire raw materials and were even able to export ferrochrome, the price would
be astronomical. We ean already see this factor in today’s market.

In 1972, for example, Japanese change grade ferrochrome cost over 30 percent
more than the Rhodesian product. German and Norwegian suppliers could not
come within $100/ton of the Rhodesian price.

Foreign steelmakers, who openly evaded the embargo, were able to procure
their raw materials at considerably less cost than their Ameriean competitors,

Faced with a declining number of ferrochrame suppliers, and forbidden to trade
with the leading (and lowest) cost producer, the American steel industry conld
expect to pay stratospherie prices for such ferrochrome as it could get. The com-
petitive effect could only be disastrous. Imports already have captured up to 50
percent of the market for several specialty steel products, and we could expect
that trend tn accelerate. Thus American jobs and an American industry would
become the victims of a policy directed against a government which has prospered
under the embargo.

The irony will not be humorous to a black steel worker in Pittsburgh who loses
his job if the sanctions are reimposed.

1 appreciate your attention and I would be happy to answer any questions you
may have.

Senator HuMpHREY. You are a good witness, and you make a good

case for your side of the argument.
I just want to ask a couple of questions.
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POSSIBILITY OF BUYING FROM SOUTH AFRICA

There is about a 500,000-ton ferrochrome capacity in South Africa,
is that right?

Mr. ANpREWs. Yes, they are very hush-hush on this. It is estimated
to be that by mid-1974.

Senator HumMpHREY. Are they big exporters?

Mr. AxprEWws. Yes,

Senator HumpHREY. Can you not buy from South Africa?

Mr. AnprEws. Yes, sir, we certainly can; so can everybody else.
But a very large percentage of the production in South Africa is de-
pendent upon Rhodesian ore to beneficiate the low-grade South
African ore to bring it up to present current standards of a chrome
capacity.

You try to make 65 to 70 percent ferrochrome out of Transvaal
ore, and it cannot be done. If you do not beneficate it, you will come
up with about 50 or 51 percent, which is a very uncompetitive product
in today’s world. It just commands a very low and uncompetitive
price for uncompetitive quality.

Senator HumpHREY. To get at the business principles of it for a
minute, regardless of the politics or policy involved, it is a fact that
your company, for example, if it wished to, or the United States,
speaking of it as a country :

Mr. ANpREWS. Yes.

Senator HunpHREY [continuing]. Could import ferrochroine proc-
essed ore from South Africa? There are no sanctions on that?

Mr. AxprEWS. No, unless you want to say that the sanctions are on
that part of their production which is produced from Rhodesian orgg
and T think technically they are, sir, are they not?

Senator HuapHREY. Again, I am not sure that South Afriea is
abiding by the sanctions. :

Mr. AxprEws. I am sure they are not.

Senator HuyPHREY. So again | am speaking now of what we ought
to do in our country.

Your case is essentially based upon the fact that the ore is there, the
power is there, and they ean produce it more cheaply. It is my judg-
ment that if that is all true, it will not make very much difference
whether there are sanctions or not as to what is going to happen to the
industry. It is going to gravitate into that area.

Mr. AxprEws. True.

Senator HumpHREY, From the point of view of the American econ-
omy, the imports that we might need are in this area, since South
Africa has the largest capacity, larger than Rhodesia; there are large
American investments in South Africa, and we are not under any
international sanctions relating to South Africa.

Mr. AxprEws. That 1s true.

Senator Huaparey. The problemm that we have before this com-
mittee is not merely one of commerce. It is one of national public
Eoiicy and abiding by international law as designed and approved

y the United Nations General Assembly concerning the sanctions
upon Rhodesia.

The reason for the sanctions upon Rhodesia, as you and 1 know, is
the dispute that took place between the Government of Great
Britain and Tan Smith and lhis regime in Rhodesia, and the demand
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for popular government that took into consideration the fact that
there are 5 million blacks in the country and 250,000 whites.

Whether sanctions should have been applied to other countries
or not is a separate question. We are not dealing with that. We are
dealing strictly with this question.

BUYING FERROCHREOME FROM SOUTH AFRICA

My point is that insofar as American security and consumer needs
are concerned, without talking about where the industry ought to
be based, you can get your supply of ferrochrome out of South Africa.
You can buy some other ore from other parts of the world to mix
with the South African ore in the United States.

Mr. ANpREWS. You can get it out of South Africa, sir. I want to
make two pgints on that:

Y our point is made, but let me clarify it; if you are williug to make
two sssumptions, one is the capacity is something less than 500,000
tons that it will be by 1974, and}} say it will be that. Now, by 1974-75,
we are going to need perhaps that much. By 1980, we are going to
need over 750,000 tons; that is kind of assuming we are going to get
all and nobody else is going to try to get it.

Senator HumPHREY. You ought also to assume that that capacity
might enlarge, and you have to assume also there is going to be some
other capacity. The Japanese are not bringing this money over to
Brazil to collect coconuts.

Mr. AnprEWs. Right.

Senator HumMpaEREY. They are over there to build a ferrochrome
industry.

Mr. AnprEWS. And take what is there.

Senator HumpaREY. You have to assume.

Mr. AnprEWs. Right.

Senator Humpurey. I do not think the Japanese are over there
digging gardens. I think they must know

Mr. AnxprEws, I never have found them digging in gardens any-
where around the world that I know of.

Senator HumpaRrEY. I think you have to assume they know what
they are doing.

Mr. AxprEws. Right.

Senator HumpaREY. You have to assume there will be other
alternate sources of supply to meet the needs domestically and
internationally.

You and I have had quite an argument on this. You made a good
point, and I ought to let up on you.

Mr. Axprews. I ought to consider that winning.

ANALOGY OF CRAP GAME WITH LOADED DICE

Explain one thing to me. I am going to show my lack of expertise
and so forth in international politics, and this is a wrong thing to do.
You had better quit when you are ahead, but as an old country boy,
I used to get into a crap game.

Senator HumpHREY. [ wonder about you country lawyers. There is
another one around this town doing pretiy well.
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Mr, AnprEws. And when you found out everybody in the game was
playing with loaded dice except you, you got out of the game, and is
there not some analogy to that?

Senator HumeHREY. Yes, and there is a better analogy. If you find
everybody in the game is playing with loaded dice and there is another
game going that is halfway honest, get in that one.

Mr. Axprews, That is not possible, if there is only one game.

Senator HumMPHREY. That is the alternative I would offer here. I
find you a very interesting witness.

Mr. AxprEws. Thank you very much. It is a pleasure to go up
with a real pro. '

Sengtor HompaREY. Thank you very much.

[Mr. Beaver’s prepared statement follows:]

PREPARED STATEMENT 0F Howanrp O. BEAVER, PRESIDENT, CARPENTER
TecaNoLocY Corp.

Good morning; my name is Howard O. Beaver. I am president of Carpenter
Technology Corp. Our company is one of the major producers of specialty steels
in this country. Qur products inelude stainless and heat-resisting steel, electronic
steel and a wide variety of special purpose alloys. Almost without exception,
the stecl products manufactured by (%arTech include large percentages of
chromium. Last year, our company used over 21,750 tons of high and low
carbon ferrochromium—over seven percent of total industrial consumption.

Although I am confident the committee is well aware of the world market
for chrome, I would like to emphasize this metal’s essentiality to the specialty
steel industry and to my company in particular.

Unlike such metals as nickel or tungsten, which are alloyed in only some
stainless steels, ehromium is indespensible in the production of any stainless
steel, While a steel can be officially classificd “‘stainless’ if it contains as much
as 10.5 percent chromium. In practice, almost all stainless steel contains ab
least 15 percent chromium—and a majority contains above 18 percent. On
an industry-wide basis, over 66 percent of ferroalloy consumption in the United
States is for production of stainless steel and high temperature alloy products.

Because of its high corrosion resistance, stainless steel—which most people
associate with tableware and cooking utensils—is vital to a wide range of critical
application, both military and ecommereial, ranging from jet aircraft and pollu-
tion control devices to refrigerated boxears. In fact, only about 5 percent of
all stainless steel produced in this country is ultimately used for home decorative
applications and tableware. The vast majority of stainless steel is used in
industry and defense where its cortosion resistant qualities are esscntial.

Machinery and equipment is the largest market for stainless. This includes
food and dairy processing, chemical refining, and hospiial and surgieal implements.

Environmerndal control systems are demanding an increasing amount of our
output. Due to the highly corrosive nature of most pollutants, stainless steel is
ideal for such applications as filters, transmission lines, valves and other
machinery parts.

Power generalion uses thousands of tona of stainless and related alloys cvery
vear. Without exception, nuclear generating facilities incorporate stainless steel
components for critical applieations. Conventional plants also demand stainless
for boilers, turbine controls and related equipment.

Transportation consumers much of CarTech’s ouiput. Uses range from stainless
stecl tank cars to jet engine blades.

Defense applications are also an important end-use for stainless and other
specialty steels. Products as diverse as rocket engines and steel insoles for
combat boots use stainless and other specialty steels in large quantities.

In the future, demand for stainless is likely to accelerate at o geometric rate.
The rate of growth will be dependent upon a number of factors, not the least of
which is further ecological requirements. For example, the catalytic conversion
system for automotive emission control would require an additional 10 pounds
of stainless steel per car: over 50,000 exira tons of stainless would have to be pro-
duced annually merely to meet this single dernand.
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The applications of stainless then are not-—as some crities have implicd—merely
for decorative purposes, i.e., to enhance the looks of bathroom fixtures. Stainless
and its related alloys are primarily used in critical industrial, ecological and defense
applications—for most of which there iz simply no realistic substitute for stainless
steel.

As stainless is eritical to a modern technological society and chromium is essen-
tial to stainless, so the specialty steel industry is dependent upon ferrochromium.

Ferrochromium—mnot chromite ore—is the raw material essential to specialty
steel production. It is produced in approximately 20 countries, all but four of
which must import a majority of their metalinrgical grade chromite.

I would like to emphasize that no American specialty steelmaker owns or oper-
ates any ferrochrominm refining facilities in the United States. We are customers
of ferroalloy producers like Union Carbide, and Foote Mineral—not competitors,
Availability of ferrochromiuimn is the critical issue to the American specialty steel
industry. Ferrochromium is the essential ingredient in the production of stainless
steels, which, a= we have pointed out, affect our daily lives in so many ways.
However, the availability of ferrochromium as a practical matter, is increasingly
dependent on accessability to chromite ore reserves;

Over the past decade, the American specialty steel industry demand for ferro-
chromium has gradually changed. With the introduction of new refining methods,
our need for high-carbon ferrochrome has skyrocketed while consumption of low
carbon ferrochromium has declined. This development has been a mixed blessing.
While raw material costs for high carbon ferrochromium are generally less than
for low carbon, availability has become an important consideration. As Mr,
O’ Mara mentioned, American ferrochromium producers are generally less able
to supply our new demands as they formerly were. Foreign sources of supply have
become increasingly critical. )

Let me illustrate just how dependent the specialty steel industry—and my
company is upon an adequate supply of ferrochromium at rcasonable prices. At
current market prices, my company’s total costs for ferrochromium represent
approximately 13.4 percent of our total raw material costs. If the sanctions are
reimposed, assuming that we would be able to get ferrochromium, we would
anticipate an increase in its price. The amount of the priec inerease cannot be
precisely determined. However, during the period of the last sanctions, between
‘1967 and 1971, the price of chrome ore from Russia to domestic ferrochrominm
producers increased from $31.50 per ton to well over $60 per ton. In today's
high world demand market, it can be expected that a suhstantial increase in ore
prices would oéeur, with a commensurate inercase in the price of ferrochromium
from both domestic and foreign sources. We feel that an immediate 20 to 30
percent increase could rcasonably be expected and that figure could continue to
go higher, depending on world demand for stainless steel and ferrochromium. A 30
peresnt increase in the price of ferrochromium would increase our total raw
material costs by 4 percent. A recent study of our raw material costs for the Cost
of Living Council indicated that raw material costs represent approximately 33
pereent of our overall production costs, Thus, a 4 percent difference in raw material
costs translates into a 1.4 percent difference in overall production costs, 1.4
percent may sound de minimis until you consider that would represent over $2.1
million for my company alonce. Last vear, CarTech recorded a $27 million profit
before taxes. A $2.1 million increase in operating costs would canse 7.8 percent of
that profit to be eroded should we be forced to rely solely on other sources for our
ferrochromium.

Actually, we feel that the erosive figure shown above is conscrvative. If the
sanctions are reimposed, we would expect an even greater erosion of profits
because of our dependence on stainless scrap, the price for which would slso be
affected. In the production of most of our stainless steels, we use a combination
of hoth ferrochromium and stainless serap, which contains a certain amount of
ferrochromium, to provide the total amount required for the type of stainless
being produced. Should the sanctions be reimposed, we feel that not only would
the price of ferrochromium increase, but that the price of stainless scrap would as
well. The Specialty Stecl Indusiry has been extremely concerned about both the
availahility and the price of stainless scrap and has expressed this concern in
eorrespondence and meetings with the Comunerce Department and Members of
Congress. We feel that sanctions on Rbhodesia would serve to only worsen an
already critical situation. If the price of stainless scrap would increase, as we
expeet it would, then the impact on our operating costs and profits would be
even greater than previcusly shown,
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In our discussion of costs and prices, we have assumed that ferrochromium
would be available. We wish to emphasize that availability is a key issue in this
matter and should not be downgraded by our assumption. By availability, we
mean access by American specialty steel producers to a sufficient quantity of the
material to sustain the current demand of the market for specialty steel and to
maintain a viable industry, without loss of production and jobs. Any increase in
raw material prices and production costs are likely, under Phase IV regulations
to be permitted to be passed on, in part at least, to consutners in the form of
higher steel prices. It would be unfortunate, in this inflationary period, to add
another force in the form of an_artificial barrier such as an embargo on Rhodesia
to the already too numerous list of inflationary forces. However, assuming we are
willing to accept this inflationary risk, we may not be willing to accept the
unavailability of sufficient guantities of stainless steels to meet our everyday
needs. Limiting our sources of supply of ferrochromium in the midst of a growing
world demand could severely affect its availability and our ability to produce the
steels required. This is a key issue. Mr. Andrew’s statement dizcusses this issue
in more detail.

Another related area of concern is the effect of the sanctions on the American
Specialty Steel Industry’s ability to compete against foreign steelmakers, Over
the past several yvears foreign steel imports have taken large portions of the
U.S. domestic stainless market away from domestic producers, In some cases,
such as stainless wire rods for example, that foreign share has increased to about
50%. We feel that a major factor in the U.S. industry’s loss of market share hag
bheen the lower costs of raw materials to the foreign producers. Reimposition of
these sanctions can only serve to widen the current cost gap between American
and foreign producers and would likely increase the amount of import penetration
into the U.S. market, or at least offset any heneficial effects of the recent doliar
devaluations. Aside from the undesirable impact on our halance of trade, we are
concerned about the impact on our ability to compete and to maintain our level of
production and employment. Forecign specialty steel producers, including the
Japanese, the French, the Italians and even the Swedes would continue to have
access to Rhodesian ferrochromium for their steel production. Becausze of this
direct nccess, we feel that, despite an expected increase in Rhodesian prices for
ferrochromium, these foreign steel producers would be able to purchase the
material at a price which would still be lower than that which U.8. producers
would be compelled to pay other countries such as Russia. Their lower costs
cgul%r aSnd probably would be passed on in the pricing of their steel imported into
the U.5.

The market for specialty steel products is highly competitive. Often a 0.5
perecent price diffcrential is critical to a consumer. Foreign steel makers’ ability
to pass on lower raw material costs to their customers had devastating con-
sequences for us during the last sanctions period. The import share as a percentage
of the domestic stainless steel market peaked at an all-time high during that
period and has generally decreased since 1971, when the sanctions were lifted.
‘While we recognize that this is a complex matter and that there arc many other
factors which are involved in the foreigners’ ability to penectrate the U.S. market,
certainly lower raw material costs must be considered important. ‘A specific
example of the devastating effects of increased import penetration, caused to a
major extent by lower raw materials costs, is the closing of one of our Divisions,
the Webb Wire Division, in 1971, resulting in the loss 6f over 100 jobs. The
forcign producers of stainless wire were able to sell finished wire in the U.B. at a
price lower than what it cost us to manufacture the wire rod as a raw material
from which the Webb Division produced the finished wire. While there were other
international trade factors which contributed to this situation, certainly it must
have been aggravated by the foreign producers’ ability to obtain stainless raw
materials at lower prices. 1t would seem to be more than just coincidental that it
accurred during the period of the last sanctions. While there is no way of knowing
for sure that reimposition of the sanctions would contibute to the creation of such
a condition again, there is no guarantee that it would not, and we question whether
the risk is worth it.

Another significant factor which should be considered is that, if the sanctions
are reimposed, we would have a situation where some of the same countries on
whom we will become solely dependent for our ferrochromium are also producers
of the specialty steel against which we compete in the U.8. Thus, these countries
would be in a position, if they 50 desire, to control our ahility to produce steel and
compete against their imports into the U.8. by simply controlling the amount of
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ferrochromium they make available to us. Rhodesia is not a factor in the world
specialty steel market and we have no reason to fear such a possibility from them
at this time.

In summary, we should recognize the importance of stainless steel to our econ-
omy and standard of living, and how critical an adequate supply of ferrochromium
is to the production of this vital product. We should be aware of the severe effect
that reimposing the sanctions could have on our steel production costs and the
inflationary effect on consumer prices. We should be concerned ahout the impaet
of the sanetions on the availability of raw materials in sufficient quantities to
gatisfy our domestic needs for steel. We should also be concerned about the impact
on hoth the cost and availability of raw materials and their resultant impaet
on domestic producers’ ability to compete against steel importq and maintain
market share without loss of jobs.

Thank you for your attention and consideration of our views on this matter,

[A submitted document, entitled ‘“Rhodesian Chromium sand
Specialty Steel: Basic Considerations,” is on file with the committee.]

Senator HumpurEY. I think Senator Javits is coming by. I want
to hold this committee for a little while. We will recess for a few
minutes. T know we need to have a lunch break, but Senator Javits
said he was coming.

Would you call the Senate floor and make sure.

Senator Javits, we just finished hearing a number of witnesses both
pro and con on the repeal of the so-called Byrd amendment. I know
that you want to make a statement about 1t, and we want very much
to have it in the record.

STATEMENT OF HON. JACOB JAVITS, U.S. SENATOR FROM
NEW YORK

Senator Javirs. Thank you, Mr. Chairman.

Mr. Chairman, my reason for seeking an opportunity to testify
was that I have just returned from Africa where I attended a confer-
ence of World Peace Through World Law at Abidjan, Ivory Coast,
and in attendance there were the leading officials of many, perhaps
most, of the African countries, especially those south of the Sahara.
Also, I spent a number of days in the famine areas of West Africa in
the six Sahel countries, Upper Volta, Chad, Niger, Mali, Mauritania,
and Senegal, and also had S0Ime discussions in Lagos Ni igeria, which
is the most populous country in Africa,

Mr. Chairman, one cannot leave that area without the firm con-
clusion that there are two deep issues troubling those peoples insofar
as the United States is concerned : One is our attitude toward Rhodesia
and the other is our attitude toward the Republic of South Africa.

Now, the latter, of course, 13 not germane to this particular issue
‘except indirectly, but the Rhodesian 1ssue is clear and 1t is epitomized
by the failure of the United States as a matter of law, to support its

“commitments to the United Nations respecting human rights and
respecting the particular sanctions imposed on Rhodesia for violating
human rights, I cannot see, Mr. Chairman, how we expect to conduct
a cooperative policy with these numerous nations, more than 40, in
Africa without being responsive on this issue.

Now it is one thmo' to say we will not be responsive on an issue in
which we believe they are wrong, and we have a deep national con-
viction that we are right, and we are not going to be bludgeoned by
anybody or made to do what we do not think we ought to do. But
when, as the situation here, it is a matter of honoring our own solemn
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commitments, which are both moral and legal, they happen to be
right. And all the more reason, therefore, why we should not persist
in a course which is both harmful to us, very harmful to us, as a nation,
and also incorrect in terms of international law and international
morality.

We have a great deal of opportunity, Mr. Chairman, to argue
these issues on the floor, but as part of the hearing record T wish to
make this factual statement based upon my own experience, and
which I have just expericend within the last week. These hearings
are not going to wait for my report to the Senate, so I thought 1t
was better to report on this specific subject right here and now.

But if T ever was convinced that this measure is the right one, I
certainly am convinced now. Not only do I consider it right, but I
consider it indispensable. Lest any body think that these are light
matters, Mr. Chairman, 1 would like to point out that the Inter-
national Convention on Terrorism involving skyjacking, in my
judgment, failed to be voted on effectively by the last General As-
sembly at the U.N. in part because the African nations rejected the
approach of a binding internationsal convention. They were motivated
by the idea that we were not cooperating with them so why should
they cooperate with us, even if it was in terms of imiting the opportu-
nities of terrorists to force governments to help them to realize their
political aims, even if those governments were third-party govern-
ments and the people being assassinated were third-party nationals.

That is how important this matter is, and-it is for these reasons,
Mr. Chairman, that I wish to put my testimony in the record before
these hearings close. -

Thank you.

Senator HumpaREY. I want to thank you, Senator.

REVIEW OF MR. O'MARA’S AND MR, ANDREWS' TESTIMONY

I would like to have you, if you have the time, review the testimony
of Mr. E. F. Andrews, who just left here, from Allegheny Ludlum
Industries, and Mr. O'Mara from Union Carbide.

They were in opposition to the resolution before us. Mr. Andrews’
testimony, particularly, centered upon the shift of the ferrochrome
industry into South Africa and into Rhodesia. He did attribute a
great deal of that shift to the early impact of the sanctions.

I was unable to see how the argument holds up that the ferrochrome
industry, in part, was accelerated and expanded in Rhodesia because
of the sanctions when in the two years that the sanctions have been
off, as far as we are concerned, the industry has expanded even 1nore
rapidly.

The main argument that was made by the opposition was the eco-
nomic argument, namely, that we are dependent upon these countries
for ferrochrome in particular, that ferrochrome was a vital ingredient
in stainless steel, that the requirement of stainless steel will mount in
geometric proportions and that if we close ourselves off from this
source of supply, we will do it at great cost and also at a peril to our
own industry. I do not happen to agree with those observations, but
those were the ones that were made and very tellingly by Mr. Andrews
in particular.

Maybe you would like to make some comment on my paraphrasing
of what Mr. Andrews had to say.



108

Senator Javirs. Well, thank you, Mr. Chairman, but I think I
would prefer to study very carei}ully the economic arguments which
are made and reply to this in debate as these are arguments upon which
I have not made any particular personal investigation, as I did on the
general attitude of the nations of Africa.

Senator HumpPerEY. I will see that you get a copy.

Senator Javits., I have those,

Senator HunpHREY. You have Mr, Andrews’ testimony?

Senator Javirs. Both. I will check them out and deal with them in
economic terms in the debate.

Senator HumpHREY. And Mr. Sheehan of the steelworkers made
testimony in contradiction, or you might say in reply, even though
it was earlier in the day, to the testimony that I have alluded to from
the industry.

Senator Javits. Only one observation, Mr. Chairman, if the Chair
giihallow me, and that is, we are seeing similar problems in numerous

elds.

The Arab States are trying to blackmail us into another foreign
policy because they are sitting on a lot of 0il today, and perhaps this
13 much the same thing. Cerlainly, economic necessity is critically
important, but in the light of the well being of a great many prople,
it can hardly be decisive. And this is something which has to be ap-
praised from that point of view.

NEED FOR COOPERATION OF LES3 DEVELOPED COUNTRIES

Senator HumPrREY. I think your observations on the attitude of
the African States and African leaders is very pertinent to this. In the
long run we are going to need the friendly cooperation of these 40
countries in Africa, at least the majority of them.

In the long run we are going to need the cooperation of indeed even
some of the resources of the so-called less-developed countries. If we
do not pay attention to some of their needs and wants and their hopes
and aspirations, we are going to find ourselves an unwanted neighbor,
and one that will not receive their support and their cooperation.

I think that could be a very serious problem for our country in the
foreseeable future.

Thank you very much, Senator Javits.

. [Whereupon, at 3:05 p.m., the committee adjourned subject to the
~call of the chair.]



APPENDIX

PREPARED STATEMENT ofF REv. Dr. W, STERLING CARY*

My name is Sterling Cary: I am president of the National Council of the
Churches of Christ in the U.8.A. T sincerely regret that, due to the change in date
for this hearing and a previous engagement, I am unable to testify in person today
before the Committee. I would, hnwever, like to express my sincere appreciation
to the members of the Committee for allowing me to testify, through the record,
in support of the bill before you, 8. 1868,

In the Gospel aceording to Luke we read:

The Spirit of the Lord is upon 1ne,
because he has anointed me to
preach good news to the poor.
He has sent me to proclaim release
to the captives
and recovering of sight to the blind,
to set at liberfy those wifo are
oppressed . . .

For many, many decades, American churches have been involved with the
people of Zimbabwe (South&érn Rhodesia) through Christian mission. Today, I
believe our churches hetter recognize their obligation to serve the needs of the
“whole person.” In Zimbabwe today, there iz no more burning need than the
freedom and self-determination of 95% of the people who suffer at the whim of a
tiny white minority because they happen to have heen born black.

I believe our churches must humbly, yet vigorously support and advocate the
plight of the oppressed. This is why the National gouncil of Churches, and a
number of its member communions stand today as unapologetic supporters of the
African liberation struggle in Zimbabwe, both morally and financially.

Numerous Protestant denominations and the World Council of Churches have
provided grants for the humanitarian work of Zimbabwean liberation movements
and movements in the rest of Southern Africa. To serve the needs of these op-
pressed persons we must listen carefully to their voices.

It would be hypocritical for these churches to support the oppressed peoples of
Zimbabwe but ignore the involvement of our nation in that very oppression. This
is one reason why agencies of the United Presbyterian, United }l)\/lethodist and
Episcopal churches, along with the United Church of Christ, and the American
Committee on Africa have joined together to sponsor a Washington Office on-
Africa. They will express our position on the critical issues of Africa to our elected
represcntatives,

he National Council of Churches and many of its member denominations
firmly and vigorously support full compliance with United Nations economic
sanctions against the illegal *“ Rhodesian” regime. I would like, if I may, to attach
to my testimony, a list of twenty-eight religious, African interest, trade union,
Black community, and public intercst organizations which have endorsed the text
of “A Call to Congress to Restore Sanctions Against Rhodesgia.”” These add
vigorous public support to the numerous Congressional sponsors of the legislation
which is before you. )

Black Americans, being ol African descent, have a unique role to play in
supporting the African liberation struggle on the southern end of that continent.
There is a mushrooming awareness of the issues of southern Africa and U.S.
involvement there which elected officials cannot dare to ignore. Widespread
protest was made against U.S. violation of sanctions at the African Liberation
Day celebrations in which tens of thousands of African-Americans participated.
Black Americans have demonstrated at the dockside; the corporate headquarters,
and the annual stockholder meetings against Union Carbide and Foote Mineral

*[Dr. Cary was scheduled to appear September 8, but could not when the hearing date was changed
September 7.} .
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Company, companies which would place their private profit above the aspirations
of the African people. As the Hon. Parren Mitchell said in addressing the long-
shoremen in Baltimore who, with the full support of their union and its president,
Thomas Gleason, refused to off-load a shipment of contraband eargo from
“Rhodesia:”

No black man in this small world can consider himself free while a black
man is kept in chains simply because of the color of his skin, Whenever the
United States Government willfully, and with a total absence of concern
for the human suffering involved, enters into collusion with a racist govern-
ment that oppresses pcople solely because their skin is black, then we in the
Black community of America can never be safe. L

African churches, no less than the African people, have suffered the far-reaching
repression of the racist Smith “government.’” The African Affairs Aect of 1972
places control over the admission of church missionaries in the hands of local
“Rhodesian government” officials. The Education Act of 1972 requires govern-
ment registration and control as a precondition if church schools are to admit
African students. Church leaders have spoken out strongly against this Act,.

These are but trappings of a ““Rhodesian’ police state as it moves more clearly
. toward a form of apartheid. The Roman Catholic Bishop of Umtali has recently
been tried for no less an offense than publishing a newsletter which dared to
speak about the racist provisions of the ““Rhodesian Constitution,”” on the ground
that such open discussion is subversive. Clearly, the white regime, which has
usurped power for itsclf, fears that the church may once again speak the Word
which will set men free. But I believe no legislation can suppress the human
hunger for freedom, and no police can quench the fire of the word of truth.

We believe that the U.S. violation of ““Rhodesian’ sanections helps support the
forced labor system of that country, and is a direct threat to American jobs in the
ferrochrome industry of this country. We are also de#ply distressed at the disregard
for our treaty obligations to the United Nations which oeccurred with passage of
the so-called ‘‘Byrd amendment.” Yet there are others who can speak more
eloquently and with more qualification to these points. I would like to stress,
however, several points that I believe are of special coneern to the ehurches of this
country on this issue.

Full support for sanctions concretely expresses U.S. support for democracy
-and self-determination in a free Zimbabwe. As the Methodist Bishop of Zimbabwe
(President of the African National Council, which vigorously organized during
the Pearce Commission hearings and spesks for the oppressed majority).
Rev. Abel Muzorewsa said in addressing the American people last year:

The action of your government to break sanctions and to begin to import
chrome was 8 severe blow to our struggle for freedom . . . Economic sanctions
provided us with the only tool we have in our non-violent Christian struggle
for a free Hhodesia.

Ironically we find spokesman for Union Carbide conveniently suggesting that
sanctions hurt Africans first and should be removed. The Bishop laid to rest the
self-serving arguments of the corporations that Africans would be hurt most by
sanctions in his address to the Security Council. He said: . .

The Africans accept sanctions as a price for their freedom and declare as
our enemy any person who claims on our behalf that sanctions should be
withdrawn to alleviate African suffering through lack of employment. In
fact, sanctions were never designed to hit Africans-—and indeed this has been
the effect, because it is the farmers, miners, importers and exporters that
have suffered as a result of sanctions. None of these are Africans.

Both ZAPU and ZANTU have also condemned U.S, importation of chrome.

No, sanctions have not single-handedly toppled the Smith ‘“‘government.”
But that doesn’t mean they haven’t been effective. Combined with the electri«
fying political consciousness that accompanied the arrival of the Pearce Comis-
sion in Zimbabwe, and the resumption of the armed struggle inside the borders
of “Rhodesin,” U.S. compliance with sanctions will add significant pressures for
a just settlement. _

It is also morally indefensible to argue that ““other nations are breaking sane-
tions, s0 why shouldn’t we join in?”’ Such an argument was once used in defense
of slavery, X closer analogy today might be: “If I weren’t pushing drugs, some-
body else would.” No country is justified in such law-breaking.

Sancitons have helped bring Ian Smith to the negotiating table: Smith admitted
that the application of sanetions was one of the factors that forced him to talk
to Britain. As you know, for the first time in the history of the illegal regime,
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“Prime Minister’”’ Ian Smith is holding talks with Bishop Muzorewa, the recog-
nized leader of the African majority inside Zimbabwe. The effects of sanctions
on the economy played a real role in bringing about these discussions. Despite
the fact that the “Rhodesian government’” confiscated the Bishop's passport,
placed him under surveillance and jailed a total of 33 ANC leaders in recent
weeks, Ian Smith has been forced to deal with thig courageous spokesman for the
majority of his country.

If we are truly seeking a just solution to the crisis, Bishop Muzorewa munst be

able to pursue these discussions from a position of strength. The action of our
government in overtly breaking sanctions, along with South Africa and Portugal,
seriously weakens the African’s position.
- News that your committee is dealing with this bill is making the front-page
in white ““ Rhodesia.” Under a banner headline, the lead article in a recent issue
of the Rhodesian Financial Gazette emphasized that “* * * government and
mining industry officials are extremely concerned about the latest moves in
Washington to block Rhodesian chrome imports.”” More important than the $7.2
millicn in desperately desired foreign exchange brought to ‘““Rhodesia’ through
sales of the chrome and other materials in 1972, the article stressed that ‘“‘the
American decision to defy United Nations sanctions opened the door for other
countriea to follow suit and was seen here as the firat signs that sanctions would
loosen their grip and eventually fade.”

The white regime urgently desires good relations with the West. We are in a
position to apply positive international preszsures for a just resolution of the
crizsis in Zimbabwe. :

Finally we find it strange logic for Union Carbide and Foote Mineral Company
to refer to our national interest in purely economic terms as they describe the
importance of ““Rhodesian”, chrome for our economy. Should we pursue a national
interest defined in pure economic terms if the price is ignoring the sufferings and
aspirations of five million Africans? This would be an immoral folly,

In pure self-interest terms such an action will oniy bring the condemnation of
the rest of black Africa. .

We, as Christians, cannot ignore the call of our brothers and sisters overscas
who are asking us to struggle with them for human dignity and for their freedom.
We believe that neither our economic self-interest nor our moral tradition can
justify breaking United Nations sanctions, and urge passage of S. 1B68. -

[Additional statements and correspondence for the record are
available in the Committee files.]
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