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FOR RELEASE

CONTACT: Hal Sundstrom
(202) 523-0161 or

May 1, 1978 Ron DeMarines
: ' . ' (202) 523-0259

USITC 78-036

USITC REPORTS RESULTS OF SURVEYS OF GOVERNMENT-OWNED INDUSTRIES
IN FREE-MARKET-ECONOMY COUNTRIES

A reportvissued today by the United States International Trade Commission
concludes that output fron the government—owned firms producing automobiles,
steel and iron ore in 21 free-market-economy countries was not the primary
determlnant in trade flow among these countr1es and the Un1ted States The
report also concludes that, with the exceptlon of the United Kingdom, the
countries exh1b1t1ng the highest degrees of government ownershlp are mnot
generally among the Un1ted States' major trading partners.

| The report's conclusions pertain to the period l§71-75 for steel and iron
orev and for the per1od 1972 =75 for automob11es. Because of changlng world
economic condltlons, the conclus1ons may not apply to years subsequent to 1975.

The report specifically examlnes the extent of government ownershlp in
the three industrial sectors and measures the impact that this ownership has
had on the international trade of theﬁUnited States. For the purposes'of the
study, a flrm is considered government-owned if 25 percent or more of the

equity holdlngs of a firm are owned by its government.



USITC REPORTS RESULTS OF SURVEVS OF GOVERNMENT-OWNED INDUSTRIES
IN FREE-MARKET-ECONOMY CGUNTRIES

According to the report, there are 15 countries with government-owned
steel companies. These are Argentina, Austria, Brazil, Cénada, Finland,
Ireland, Ital&, Mexico, Netherlands, Norway, Portugal, Spain, Sweden, United
Kingdom, and West Germany. Output from foreign government-owned steel
producers in 1974 accounted for 66 million metric tons, or l4 percent of the
total raw steel output of the 21 countries sampled. U.S. steel imports from
these same firms constitutedvonlf a minor sﬁare of total U.S. steel
consumption for the period 1971-75, ranging from a high of 2.7 percent in 1971
to‘a low.ofll;ﬁ percent in 1974.

Automobile production‘by 6 coﬁntries with'government-dwned firms--West
Germgny, Fr#nce, Itély, United Kingdom, Spain, and Argentina--accounted for
approximéfel& 13 percént of the 25.mi11idn automobileé produced in 1974 by the
21 countries sampled. U.S. automdbile imports from foreign government"owned
firms hovered bétween 2 aﬁdb3 percént.of U.S. automobile consumption
throughout the period 1972-75.

fWelvé coﬁntriea with>government-owned firms—-Brézil, Sweden, Norway,
Mexico, Céna&;,.Aﬁstria, West Germany, United Kingdom, Finland, Spain, Italy,
and Argéntin&--aécoﬁnted for about 37 percent (on an iron content basis) of
the 340 million'ﬁetfic tons of the‘iron ore mined in 1974 in the 21
free-market-économy countries. U}S. imports of govérnment-owned iron ore
supplied a smali but incréééing share of U.S. ifon ore consumption during the

period 1971-75, ranging from a low of 0.9 percent in 1972 to a high of 5.6

percent in 1975.

" s



USITC REPORTS RESULTS OF SURVEYS OF GOVERNMENT-OWNED INDUSTRIES
A IN FREE-MARKET-ECONOMY COUNTRIES

The Commission report is entitled A Survey and Analysis of Government

Ownership in Free-Market-Economy Countries: A Study of Steel, Automobiles,

and Iron Ore (USITC Publication 870).

Copies may be obtained by calling (202)
523-5178 or from the Office of the Secretary, 701 E Street NW, Washington,
D.C. 20436.
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Executive Summary

In an effort to provide a measure of clarity to the controversial
question of the role of government-owned firms in the arena of world
trade, the United States International Trade Commission examined
three industrial sectors of substantial importance to the U.S. economy
with specific reference to the issue of government ownership in 21
market economy countries. The steel, iron ore, and automobile sectors
were selected for several reasons. First, these sectors represent
pockets of significant commercial activity contributing in excess of 5
percent to the U.S. GNP in recent years. Second, these sectors are of
topical interest within the realm of trade affairs. Third, these
sectors were initially thought to embody a substantial number of
government-owned firms and as such were suited to a study of this
naturee. :

Inasmuch as data for government-owned firms were not readily
available nor comparable, considerable energy was directed toward
establishing a reasonable framework as a basis for valid comparison.
Subsequently, the output of the government-owned firms for these
three sectors was quantified relative to the total sectoral output of
the 21 countries sampled. Based upon trade data collected, an assess-
ment was then made of the aggregated impact of U.S. imports from
these government-owned firms relative to these U.S. markets. Conclusions
drawn from the data contained within this report apply exclusively to
the period 1971-75 and relate only to market economy countries. It
should be emphasized that these conclusions may not apply for years
subsequent to 1975 because of changing world economic conditions.

The results suggest that for the time period examined, government
ownership was not a primary determinant in explaining the trade between
20 market economy countries and the United States in these three
industrial sectors. With the exception of the United Kingdom, the
countries exhibiting the highest degrees of government ownership are
not generally among the United States’ major trading partners.

In general, the raw steel production of the 21 countries sampled
accounted for the vast preponderance of the total raw steel output of
the market economies of the world. For example, in 1974, 492 million
metric tons of raw steel were produced by the market economies of the
world, of which 459 million metric tons, or 93 percent of this total,
were accounted for by the 21 countries encompassed by this study.
Somewhat surprisingly, only 66,0 million metric toms, or 14 percent of
the total sample production, were actually produced by government-owned
firms. The United Kingdom and Italy accounted for 51 percent of the
1974 government-owned raw steel output.

Similarly, U.S. steel imports from government-owned firms consti-
tuted only a minor share of total U.S. steel consumption for the
period 1971-75, ranging from a high of 2.7 percent, by quantity, in



1971 to a low of l.4 percent in 1974, U.S. steel imports from foreign
government—owned firms accounted for only a moderate share of total
U.S. steel imports for the period 1971-75, ranging from a high of

15.5 percent, by quantity, in 1971 to lows of 11 percent in 1974 and
1975.

For the period 1972-75, the production of automobiles by the
market economies of the world ranged from a high of 30 million units
in 1973 to a low of 25 million units in 1975, Virtually all of this
production was accounted for by 21 countries included in this study.
Again, government-owned firms contributed only a moderate share
to the above totals--approximately 13 percent in 1974, The output from
these government—-owned firms was even more concentrated than in the
steel industry; the United Kingdom and France collectively accounted
for the vast majority of these government-owned automobiles--roughly 72
percent in 1974,

U.S. automobile imports from foreign government-owned firms
were not a substantial factor in the U.S. automobile market for the
period 1972-75, hovering between 2 and 3 percent, by quantity, of U.S.
automobile consumption throughout this period. Moreover, these
government—-owned imports constituted less than an eighth of total U.S.
imports throughout this period.

In general, the iron ore mined by the 2l-country sample accounted
for substantially less of the total iron output of market economy
countries throughout the period 1971-75 than did the other two indus-
trial sectors. For example, in 1974, the total output of iron ore by
market economies amounted to 591 million metric tons (gross ore weight)
of which 340 million metric tons, or 58 percent, was actually mined by
the sample countries. The government-owned firms of the 21 countries
contributed a substantially higher percentage of the total iron ore
output of these countries than they contributed to the total outputs of
the other products included in this report. In 1974, approximately 37
percent (on an iron-content basis) of the ore mined in these 21 coun-
tries was government—owned., Brazil and Sweden were predominant in the
total of government-owned ore mined, accounting for 87 percent of the
total government-owned sample output of irom ore.

In terms of gross weight, U.S. imports of government-owned iron
ore supplied a small, but increasing, share of U.S. iron ore consump-
tion during the period 1971-75, ranging from a low of 0.9 percent in
1972 to a high of 5.6 percent in 1975. Likewise, U.S. imports of iron
ore from government-owned firms constituted a small, but increasing,
share of total U.S. iron ore imports, ranging from a low of 3 percent
in 1972 to a high of 13.2 percent in 1975, Brazil and Sweden were the
principal sources of these government-owned imports, supplying over 90
"~ percent of such imports in both 1974 and 1975.






Introduction

This report, prepared by the United States International Trade
Commission, identifies the government-owned industrial firms of 21
market economy countries. It specifically examines the extent of
government ownership in three industrial sectors--steel, automobiles
and iron ore--and measures the impact that this ownership has had on
the international trade of the United States.

Data for 21 countries are examined cross-sectionally for 5
years spanning 1971 to 1975 for steel and iron ore, and for 4 years
spanning 1972 to 1975 for automobiles. The conclusion drawn from
the data pertain exclusively to these periods.

For the purpose of this study, a firm is considered government-
owned if 25 percent or more of the equity holdings of a firm are
owned by its government. Admittedly, any such percentage designation
of government ownership is by its very nature arbitrary. Nonetheless,
25 percent was selected to include situations in which governments
exercised substantial control over firms and yet were not majority
stockholders. The assumption was made that in situations where govern~-
ment ownership is less than 25 percent of the equity of a firm, the
government does not control the actual policy decisions of the firm.
Care was taken to insure that there were no serious omissions of
generally recognized government-owned firms for the three sectors
by virtue of this 25-percent criteria,

A listing of major government-owned industrial firms, by country,
is attached as appendix A to this report. This list is, in effect,
a snapshop of a dynamic and fluid situation. As such, it is subject
to change within a brief time span. Nonetheless, it should be useful
as a basic reference for further detailed study for a considerably .
longer time frame.

Foreign Government Ownership of the World Steel Industry

Introduction

This section addresses the specific issue of the role of govern-
ment ownership in the postwar evolution of the world steel industry
with a primary emphasis upon the period 1971-75. Although it is
recognized that there are numerous mechanisms, aside from direct
government onwership, whereby governments may exert strong influence
upon the growth and direction of their respective steel industries,
they will be largely outside the focus of this study. Japan is the
exception. Although there is no outright government ownership of
Japan’s steel industry, its importance as a world steel producer and
its impact upon the United States is such that it was included in this
section. ' :



In general, world governments h.ve played active roles in facili-
tating the growth and development of their respective steel industries.
Government interventions have, on the whole, been commonplace and are
manifest in numerous forms, as for example, the direct government
ownership of all or part of this industry in the United Kingdom, Italy,
and Austria. Indirect interventions through financial institutiomns as
in West Germany, France, and Japan, and the formation of economic
unions as in Belgium and Luxembourg, have also been effectively used by
world governments. In fact, economic communities such as the European
Coal and Steel Community were established to facilitate favorable
competitive climates for participating countries. These interventions
have by and large been reflective of the basic economic and political
philosophies of the respective countries and have been responsive to
the pressures and the dictates of the times. Moreover, these interven-
tions have been motivated by a host of factors, which singly and in
combination were appraised to be crucial to the objectives and priorities
of the various parties in power thro-ghout the postwar era. As such,
these interventions exhibit disparat: characteristics not only among
countries but in the same countries through time.

Summary of steel findings

Excluding steel produced by nonmarket economy countries, the
data gathered in the course of this study reveal that government-owned
production was not generally a major factor in world steel trade
during 1971-75. Government-owned raw steel production constituted only
a minor share (l4.4 percent in 1974) of the raw steel production of 21
market economies encompassed by this study. 1/ Moreover, the bulk
of this government-owned raw steel production was concentrated in
the hands of a relatively few nations. The United Kingdom and Italy,
together, accounted for 51.2 percent of the government-owned raw steel
produced by these 21 countries in 1974. It is relevant to note that
Italy’s world trade balance in steel was negative from 1971 to 1974 and
the United Kingdom’s declined steadily from 1971 to 1975, with negative
balances in the last 2 years.

1/ For the purpose of this section, government-owned production was
calculated by multiplying a country’s steel output by the percentage
of output accounted for by government-owned firms. With the excep-
tion of the Netherlands, the American Iron and Steel Institute publi-
cation entitled "Steel Industry Economics and Federal Tax Policy,"
June 1975, Table 11, p. 54, was the source for government ownership
percentages. Further, the definition of steel is identical to that
used by the United Nations Economic Commission for Europe, Statistics
of World Trade in Steel.




United States imports of government-owned steel accounted for only
a minor share of U.S. steel consump:ion for the period 1971-75, ranging
from a high of 2.7 percent in 1971 to a low of l.4 percent in 1974, 1/
Although the ratio of total steel imports to U.S. consumption ranged
from a high of 17.3 percent in 1971 to a low of 11.9 percent in 1973,
the ratios of government-owned U.S. steel imports to U.S. consumption
were substantially less. As such, U.S. imports of government-owned
steel do not appear to be a major influence in U.S. steel markets
for this period. -

Production

In 1974, the estimated total world production of raw steel was
707.7 million metric toms, of which 491.6 million metric tons, or
nearly 70 percent, was accounted for by market economy countries. 2/
The remainder was produced by nonmarket economies, of which the Soviet
Union was by far the most important, accounting for approximately 61
-percent of the raw steel production of these nonmarket economies.

The share of 1974 world steel production encompassed hy this 21-
country sample is shown in the tabulation below:

:Percent of
sworld total
Millions of:

metric tons:

Item Production

Worid

‘Sample coverage

707.7 : 100.0
Market economy 491.6 : 69.5
Nonmarket economy 216.1 : 30.5
458.8 : 64.8

1/ It is important to note that government-owned exports (imports)
- were. calculated by multiplying exports, both to the United States and

to the world, by the percent of government ownership in the industry.

- 2/ 1974 was selected as the reference year because it was more
representative of normal trading patterns than was the recession year
‘of 1975. Trade data for 1976 were not used since they were not available
for all countries. '



Of the 491.6 million metric tons of raw steel produced by
the market economy countries in 1974, the selected sample of 21 coun-
tries accounted for 458.8 million metric tomns, or 93 percent of market
economy production., Thus, this sample is representative of the major
share of raw steel production of the market economies, and thus the
preponderance of steel trade among market economies,

In 1974, only 66.0 million metric tons, or 14 percent of the
total steel production of this sample, was actually government-owned.
A list of major government-owned steel firms for the countries with
government ownership of their steel industries is attached as appendix
B to this report. The breakdown of government-owned production in 1974
is depicted in the following table.

Government-owned production of raw steel, by countriés; 1974

Government-owned production

Country : : Share of

¢ Quantity :country’s total

: ¢ _production

: 1,000  :

¢ metric tons: Percent
United Kingdom : 20,183 : 90
Italy : 13,568 : 57
West Germany : 5,855 11
Spain : 5,241 : 45
Austria : 4,699 : 100
Brazil : 4,530 : 60
Mexico : 2,412 ; 47
Canada H 2,310 : 17
Netherlands- : 1,927 . 33
Argentina : 1,661 : 72
Sweden : 1,258 : 21
Finland : 1,093 : 66
Norway : 746 : 79
Portugal : 368 100
Ireland : 10 : 100
Belgium-Luxembourg : 0: 0
Denmark : 0: 0
Japan : 0: 0
Switzerland : 0: 0
France : 0: 0
"United States : 0 : 0

Total : 65,961 : -

Source: Compiled from data in table C-l; appe C.



More extensive data are available for the years 1971-75 in appendix
C, table C-1, of this report. The rankings, however, are generally the
same throughout the entire 5-year period,

Trade Impact on the United States

When viewed in the aggregate, U.S. imports of government-owned
steel constituted only a minor share of U.S. steel consumption during
the period 1971-75, ranging from a high a 2.7 percent in 1971 to a low
of l.4 percent in 1974, as shown below:

: : U.S. ¢ Ratio of
_ ¢ Total U.S. : consumption : government-
Year : steel :of government-:owned imports
¢ consumption : owned imports:to total U.S.
: : of steel ¢ _consumption
: 1,000 : 1,000 :
¢ metric tons : metric tons : Percent
1971 : 92,345 : 2,480 : 2.7
1972 : 95,923 : 2,295 : 2.4
1973 : 110,553 : 1,901 : 1.7
1974 : 108,101 : 1,566 : 1.4
1975 : 80,545 : 1,214 : 1.5

In addition, U.S. imports of government-owned steel accounted
for only a moderate share of total U.S. steel imports during the period
1971-75; from a high of 15.5 percent in 1971, they declined steadily
to a low of slightly over 1l percent in 1974 and again in 1975, as
shown below:

U.S. imports of : Ratio of

Total U.S. government-owned:government-owned
Year steel steel from steel imports
imports 21 countries to total U.S.
imports
1,000
metric tons :1,000 metric tons Percent

1971 15,953 2,480 15.5
1972 15,246 2,295 15.1
1973 13,145 1,901 14,

1974 14,154 1,566 11.1
1975 10, 767 1,214 11.3

®e 00 o0 00 00 00 eo o0 e |ee oo ee o0 oo
90 oo 00 00 00 o 00 o0 oo |0 oo se 00 oo
@0 00 00 00 00 00 00 oo o0 [6e e oo




In 1974, for example, 82 percent of total U.S. steel imports were
supplied by five countries, Japan, France, Belgium-Luxembourg, Canada,
and West Germany. The first three have no outright government owner-
ship, and yet collectively they accounted for 58.1 percent of total
U.S. imports. The last two have minimal government ownership in their
steel industries and accounted for the remainder of the 82 percent. By
comparison, three of the prominent steel prcducing nations with high
degrees of government ownership in their economies--Austria, the United
Kingdom, and Italy—accounted for only 6.2 percent of U.S. steel
imports in 1974.

As shown in the following table, 15 of the 21 market economy
countries exhibited varying degrees of government ownership. Seven of
the 15 registered a decline in their export volume to the United States
from 1971 to 1974, whereas 12 of the 15 registered a similar decline in
export volume from 1971 to the recession year, 1975. Similarly, of the
5 remaining market economies (excluding the United States) with no
government ownership of their steel industries, 3 exported less to the
United States in 1974 than in 1971, and four exported less in 1975 than
in 1971. Japan, the leading steel exporter to the United States,
shipped approximately the same tonnage of steel to U.S. markets in 1974
as in 1971, although it too registered a decline in export volume in
1975. It is worth noting that those countries which actually increased
their export volumes to the United States in 1974 and 1975 were, as a -
rule, small-volume exporters, and the extent of increase in their
respective export volumes was therefore marginal. The most notable
exception was Canada; its exports to the United States increased by
approximately 134,000 metric toms in 1974 over 1971, constituting an
l11.4-percent increase. However, Canadian exports declined substan-
tially in 1975 to an estimated 908,000 metric tons.

A synopsis of the world steel industry

There have been dramatic changes in the world steel industry,
both in technology and in structure, since the post-World War II
reconstruction efforts. For example, in 1950, there were 32 nations
producing raw steel; by 1975, this figure had jumped to 71, 21 of which
are encompassed by this study. In 1950, the United States produced 88
million metric tons of raw steel representing nearly 47 percent of the
total world output for the year; as of 1975, the United States produced
106 million metric tons of raw steel, but accounted for only 16.3 '
percent of the total world output for the year. Although the U.S.
consumption of steel declined erratically as a percent of world steel
consumption throughout the period 1955-74, it still remained the
largest steel consuming nation in the world as of 1974, accounting for
an estimated 20 percent of the world steel consumption.

The United States greatly expanded its capacity for the production
of steel both during World War II and in the immediate postwar period



The 21 countries’ steel exports to the United States, 1971, 1974,
1975, their relative changes between 1971-74 and 1971-75, and the
percent government owned, 1974

f Exports to United States f Changes in fPercent
Source. . . . , : 1971?“.)0]";;71 :8012;:-

, 197r 1974 1975 994 ;1975 & owned

: 1,000 : 1,000 : 1,000 : 1,000 : 1,000 :

¢ metric : metric : metric : metric: metric :

: tons tons tons : tons : tons
Austrig=———————- : 10,5 : 23,2 : 13.4 : +12,7 : 42,9 ¢ 100
Ireland======——- : 0.4 : 1.4 : 1.5: +1.0: +l.1 : 100
Portugal—-—===== : ol : 0.5 : 0.3 ¢ +.4: C4e2 100
United Kingdom--: 1,269,.5 : 546.9 : 474,.8 :-722,6 : =794.7 : 90
Norway ———====== : 7.2 : 10.0 : 1.2 ¢ +2.9 : =5.0 : 79
Argentina=-——==- ¢ 132,0 : " 135.2 : 9.7 ¢ +3.2 : -122,3: 72
Finland——-—===-==: 33.1 : 7.6 : 7.7 ¢ =25,5 : =25.4 : 66
Brazil———=————-- : 67,0 : 59.0 : 39.0 : -8.0: -28.0 : 60
Italy—=—==—————- : 517.8 : 301.0 : 416,3 :-216,8 : -101.5 : 57
Mexico========—=: 317.5 ¢ 114.9 : 47,3 :-202.6 : =-270.2 : 47
Spain=——==—=====- : 185,1 : 64.6 : 155.1 :-120,5 : =30.0 : 45

'Netherlands=—===: 486,0 : 529.2 : 409,0 : +43.,2 : =77.0 : 33
Sweden—==—==—=—=m : 81.0 : 112.8 : 74,0 : +31.8 : -7.0 : 21
Canada======——=— : 1,214,8 : 1,348.8 : 907.9 :+134.0 : -306,9 : 17
West Germany—--: 2,293.5 : 2,003.1 : 921,2 :-290.4 :-1,372,6 : 11
Belgium and N 3 : g H R :

Luxembourg—----: 1,583,0 : 1,305.0 : 437.0 :-278.0 :-1,146,0 : 0

Denmark—=====—- I 2 1.5 : 1.0 :  +1.3 : - +.8 : 0
France=——=—====- : 1,404,2 ¢ 1,139,0 : 546.8 :=265.2 : =857.4 : 0
Japan=—======——- : 5,787,0 : 5,791.,0 : 5,125.6 : +4.0 : -661l.4 : 0
Switzerland=—---: 8.8 : 2,1 : lo1 ¢ 6.7 @ -7.7 : 0

Source: Compiled from data in table C-1, ‘app. C.

to meet the increased world demand for steel. Unfortunately, the

most economic technology of this period was the open-hearth technology,
.which has since been largely replaced by the more economic electric-arc
and oxygen furnaces. .

European countries and Japan were generally more fortunate in
the timing of their postwar reconstruction of their steel industries in
that the preponderance of their new plant and equipment used the more
efficient technologies. Although the oxygen furnmace and electric-arc
technologies were recognized as being better adapted to large scale



operations so critical to an industry which relies heavily upon
economies of scale, the United States was unable to rapidly convert

to these technologies because of the huge capital outlays that were
associated with prior expansions using the open-hearth technology.
Thus, to some extent, the U.S. steel industry was, and to a lesser
degree still is, operating at a competitive disadvantage in terms of
technology, compared with several of its major competitors. It should
be noted, however, that during the 1960°s and 1970°s the United States
has made substantial advances in the upgrading of its process techno-
logy, to the point where 82 percent (1976) of U.S. steel production is
from oxygen or electric-arc furnaces. The United States still ranks
below several of its major competitors, such as Japan, West Germany,
and Belgium, in terms of plant capacity using the more advanced
technologies.

The United Kingdom

In recent years the United Kingdom, through its British Steel
Corporation (BSC), was the leading producer of the government-owned
raw steel of the market economies of the world. The BSC, which is
about 90-percent Government owned, produced 20.2 million metric tonmns
of raw steel in 1974, or 30.6 percent of the total government-owned
raw steel production encompassed by this study. The United Kingdom,
however, accounted for a steadily decreasing percentage of the 21
country government—owned raw steel production for the period 1971 75,
as shown on the following tabulation:

: : : Govern~ : Ratio of
: Total : Percent : ment :United Kingdom’s
Year ¢ produc- : Govern- : owned- :to total sample

: tiom :ment owned: produc- :government-owned

: : : tion : production

¢ 1,000 : ¢ 1,000 :

¢ metric : ¢ metric :

: tons @ : tons ¢ Percent
1971 s 24,174 90 : 21,757 : 38.2
1972 ¢ 25,321 : 90 : 22,789 : 36.8
1973 : 26,649 : 90 : 23,984 : 36.2
1974 22,426 90 : 20,183 ¢ 30.6
1975 : 20,198 : 90 : 18,178 : 30.0

Government-owned exports to the United States from these 21
~ countries accounted for only 1ll.1 percent of total U.S. steel 1mports
during 1974. The United Kingdor alone accounted for approximately



31.4 percent of the total government-owned steel exports in that

year, but for only 3.5 percent of total U.,S. steel imports. The
United Kingdom’s share of total government-owned exports to the United
States, however, declined erratically from 1971 to 1975, as shown
below:

:United Kingdom”s:United Kingdom’s

Total U,.S. Government- :Government~owned

Year : steel ¢ owned exports : exports as a
¢ imports : to the : share of U.S.
: : United States : steel imports
: 1,000 : 1,000 :
! metric tons: metric tons : Percent
1971 : 15,953 : 1,143 742
1972 : 15,244 : 977 : 6.4
1973 : 13,145 825 : 6.3
1974 : 14,154 = 492 3.5
1975 : 10,767 : 427 4,0

The British Steel Corp., a historical perspective.—The British
Steel Corp. is the third leading raw steel producer in the world behind
Nippon Steel of Japan, and United States Steel Corp. of the United
States, The BSC was established under the Nationalization Act of 1967,
in which Britain’s 14 largest steel companies ‘and their nearly 200
subsidiaries were nationalized. Collectively, these companies accounted

for over 90 percent of Britain’s raw steel production, owned all 20 of
Britain’s integrated steel works, controlled 60 percent of Britain’s
iron ore resources, and employed nearly 70 percent of the industry’s
labor force.

From its inception in 1967, the BSC was to be managed in accord-
ance with commercial principles and headed by nonpolitical appointees
who, through a minister, would be ultimately responsible for the
strategic policy decisions of the corporation. The BSC was prohibited
from diversifying outside the iron and steel industry, as well as
from acquiring the equity shares of other firms, without first securing
ministerial approval. The minister’s role was legislated to provide
both policy direction over the long-range development of the BSC
and to govern the capital structure of the firm. In general, however,
there was to be an arm”s-length arrangement between the management
of the BSC and the British Government. This arrangement characterized
the relationship between the BSC and the British Government until
1971 when the BSC was beset with a financial crisis in which it
recorded losses of $173 million for the year.
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In 1971, a "Joint Steering Group" composed of representatives
from the Department of Trade and Industry and the BSC was commissioned
to examine the fundamental causes underlying this short-term financial
crisis that had befallen the BSC. This quasi-government task force was
provided greater access to the BSC’s books and investment strategy than
had previously been accorded to the British government. From this
consultative process emerged a mutually agreed upon 10-year development
strategy involving an estimated public outlay for the period in excess
of $7.2 billion. ‘

BSC’s 10-year development strategy was issued in December 1972,
The plan called for a major restructuring of the British steel industry.
Essentially, it provided for the relocation of the industry along
coastal sites and for its centralizationm.

One of the more significant developments to affect the BSC in
recent years was the United Kingdom”s entry into the European Community
(EC) on January 1, 1973. Until that time, the BSC’s prices were
significantly below those of the EC member countries. Since then, the
BSC has endeavored to eliminate these price differences without fueling
‘the fires of inflation which have plagued Britain in the 1970%s. 1/

The rationalization program necessitated plant closures and,
consequently, the displacement of British steel workers. With the
reemergence of a Labor government, new "job teams" were established in
June of 1974 under the direction of the BSC to assist in the develop-
ment of new jobs for those communities most adversely affected by plant
closures. Redeployment and retraining of displaced steel workers were
the primary instruments used ‘in rectifying these unemployment diffi-
culties arising from the restructuring of the BSC. How this will
ultimately affect the BSC’s efforts to reduce its employment level is
unclear.

An assessment of the Government’s role in the steel industry.—The
renationalization of the British steel industry in 1967 has had a
tremendous impact upon both the operations and the development of this
industry. There is evidence to suggest that the British steel industry
of the 1960°s lacked the financial wherewithal to rationalize the
industry. The Labor government indicated that without Government
intervention of one form or another, the sprawling nature of the
British steel industry would persist. The 10-year government develop-
ment strategy of 1972 was an attempt to rationalize this industry.

An important feature of this is the upgrading of the technology
for the production of raw steel that has occurred in recent years. For
example, as of 1960 the open-hearth technology accounted for approxi-
mately 86 percent of the United Kingdom’s raw steel capacity; by 1975,

1/ Public Enterprise in the Community, CEEP Directory, 1975, p. A-17.
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this figure had declined to 26 percent. The difference is accounted
- for by significant additions of plant capacities using the more
economical electric-arc and oxygen furnace technology.

The British steel industry is not without its critics. A recur-
ring complaint directed at the industry in the 1960’s and the 1970°s
was its high manning levels and its associative labor costs which
its critics claim reduced the competitiveness of British steel products
~ in world markets. In a recent U.S. Department of Labor, Bureau of

"Labor Statistics (BLS) report issued in October of 1976, five countries
(Japan, the United States, West Germany, France, and the United Kingdom)
were examined in a comparative productivity study. In this study, the
United Kingdom recorded the lowest output per hour for 1964 and for the
period 1972-75 (see table C-2). Moreover, the United Kingdom registered
the smallest increase in output per hour relative to its 1964 level.
The United Kingdom registered only a 2-percent-per-year growth in
productivity over the period 1964-74, During this same period, accord-
- ing to the BLS data, productivity increased by 3.0 percent in the
United States, 5.6 percent in France, 7 percent in West Germany, and 11
percent in Japan. However, British hourly labor costs were the lowest
of these five countries in 1975, and British unit labor costs were the
second lowest with only Japan surpassing the United Kingdom in this
~respect, From these BLS data, it would appear that it may not be so
much the wage levels or the unit labor costs of the British steel
workers which appear to be the root cause of Britain’s difficulties,
but rather the low productivity stemming. from the size of its labor
force which is a major concern.

There are areas in which the Government’s involvement in the
. "British steel industry very likely had an impact on the growth and
~ profitability of the industry. The Government, in its counter-
inflationary policies of the early 1970’s, held the prices of its
raw steel well below prevailing world market prices; so much so,
‘that when Great Britain joined the EC in 1973, it faced the real
problem of eliminating its low price differences with other member
countries. The profit-and-loss picture of the BSC is shown in the
- following tabulation:
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British Steel

Year : Corp. profit

:  (loss) 1/

¢ Million

: dollars 2/
1971 : ($173)
1972 : 7
1973 : 116
1974 : 172
1975 : (515)
1976 : (438)

1/ After taxes and extraordinary items. :

2/ Converted from British pounds to U.S. dollars using the appro-
priate exchange rates obtained from International Financial
Statistics, line ae, market rate, International Monetary Fund,
February 1977, p. 366. '

Trade.—The United Kingdom’s overall trade balance in steel has
been negative in recent years. Its steel trade balance, by quantity,
declined steadily from 1971 to 1975, both with the world and with the
United States. The United Kingdom’s world trade balance in steel
. declined from_ a high of 2.9 million metric toms in 1971, to a deficit
of 584,000 tons in 1975, as shown in the follow1ng tabulation (1n
thousands of metric tons)

: Total : Total : Net trade
Year . . _ 2

: _exports 1mports H ba]_.ance
1971 : 4,976 : 2,055 : 2,921
1972 : 4,646 : 2,684 : _ 1,962
1973 : 4,257 2,812 : 1,445
1974 H 3,350 : 3,850 : =500
1975 : 3,190 : : =584

3,774

The United Kingdom’s steel trade balance with the United States

showed a similar decline for the period 1971-75, although its trade
balance remained positive throughout, as shown in the following tabula-
tion (in thousands of metric tons):
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: Exports : Imports tNet trade balance
Year : to the : from the : ‘with the

¢ United States : United States : United States
1971 : 1,270 : 41 1,229
1972 : 1,086 : 32 1,054
1973 : 916 : 85 : 831
1974 : 547 : 118 : 429
1975 : 475 : 54 421
Italy

In recent years, Italy was second only to the United Kingdom
in the production of government-owned raw steel. In 1974, Italy,
principally through the Finsider group of the state holding company,
Istituto Pe La Ricostruzione Industriale (I.R.1.), produced an estimated
13.6 million metric tons of government-owned raw steel, Italy’s share
of the total government-owned raw steel production of this sample
increased erratically from 17.5 percent in 1971 to a high of 20.6
percent in 1974 and again in 1975, as shown in the following
tabulation:

Ratio of Italy’s

H Total : Percent : Government= ¢ to total sample
Year Government- owned

¢ production : owned : roduction ° government-

: : : P :_owned production

: 1,000 : ¢ 1,000 metric: '

tmetric toms : : tons : Percent
1971 —=——- : 17,452 57 : 9,948 : 17.5
1972———-- : 19,814 : 57 : 11,294 18,2
1973=—==- : 20,995 57 : 11,967 : 18.0
1974——~—- : 23,803 - 57 : - 13,568 : 20.6
1975-=——- : 21,900 : 57 12,483 : 20.6

.Italy accounted for approximately 11.0 percent of the government-
owned steel exports to the United States in 1974, or approximately
- le2 percent of total U.S. imports of steel in that year. 1In general,
Italy’s government-owned steel exports to the United States were not
substantial in recent years, reaching a high in 1975 of only 2.2 percent
of total U.S. steel imports, as shown in the tabulation on the following
page:
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: : Italy’s
: : Italy’s Government-owned
Year : Total U.S. :Government-owned exports as a
:steel imports:steel exports to share of
:the United States total U.Se.

: steel imports
1,000 metric: 1,000 metric

: tons : tons Percent
1971 : 15,953 : 295 1.8
1972 : 15,246 : 215 1.4
1973 : 13,145 : 95 : 0.7
1974 : - 14,154 172 : 1.2
1975 : 10,767 : 237 : 2.2

Italy’s steel industry, a historical perspective.—Italy’s
Government involvement in its iron and steel industry began in 1937
with the establishment of the Finsider group of I.R.I., whose function
it was to promote the growth and development of Italy’s iron-and-steel
sector. Finsider’s activities were largely curtailed with the outbreak
of World War II and remained so until the immediate postwar period
during which a resurgence of activity was evident. Since then, the
Finsider group has been a major force in the development of Italy’s
iron-and-steel sector, so much so, that in 1974 it controlled 98 percent
of Italy’s pig iron production and an estimated 57 percent of Italy’s raw
steel production. ’

The Finsider group is estimated to be 55-percent Government-owned
and is under the general policy direction of the public holding
corporation, I.R.I. As of 1975, the Finsider group comprised 23 major
operating units, each with varying degrees of Government ownership. As
of 1973, it is estimated that collectively these companies employed .
105,000 people, with sales in excess of $2.6 billion, 20 percent of
which was from exports. 1/ The Finsider group is currently operating
under a l10-year plan for the 1970°s which calls for a -doubling of its
1974 level of production by the end of the decade. To facilitate this,
the plan envisions continued rationalization of Italy’s iron-and-steel
sector, the enlargement of the Italsider plant at Tarento, and the
construction of a fifth integrated steel complex. To date, the enact-
ment of this plan has been somewhat hampered by trade union unrest. In
1974, for example, 4.9 million working hours were lost from strikes. 2/

An assessment of the Government’s role in the steel industry.—
Because it was economically sound to construct steel complexes in
southern Italy due to preferred costal sites there, Finisider was

1/ The I.R.I. Group Yearbook 1974, Rome, 1974, pe 4.
2/ 1.R.1., 1974 Annual Report, p. 15.
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used, in part, as an instrument of public policy. Construction

of steel complexes in this economically depressed region of Italy,
contributed somewhat to its regional development. It would appear
that, in part, the melding of public policy objectives with industry
objectives is an important feature of Italy’s state holding enter-
prise system. :

Trade.—Italy’s world trade balance in steel was consistently
negative throughout the period 1971-74, although its deficits declined
erratically from 878,000 metric toms in 1971 to 63,000 metric tonmns
in 1974, as shown below (in thousands of metric toms).

Year ¢ Italy’s total : Italy’s total : Net trade

: steel imports : steel exports : balance

1971 : 4,009 : 3,131 : -878

1972 : 4,668 : 3,777 =891

1973 : 5,003 : 3,451 : -1,552

1974 : 4,812 . 4,749 -63
1975 : 1/ : 1/ : 1/

1/ Not available.

Italy maintained a small but consistent trade surplus in its
steel trade with the United States during 1971-75, as shown below
(in thousands of metric tons):

: . : I : Net trade
¢ Exports to the : mports : balance with
Year from the
: United States : United States: the United
: : : States
1971= : 518 : 302 : 216
- 1972 : 377 : 180 : 197
1973 : 166 : 136 : 30
1974 : 301 : 186 : 115
1975 : 416 : 201 : 215
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During the voluntary restraint arrangement with the United States,
particularly from 1972 to 1974, Italy sought a greater allocation of
total EC exports to the United States than the other member countries
were willing to concede. This may, in part, explain the lower volume
of exports to the United States during this period.

West Germany

Although only 11 percent of West Germany’s raw steel output for
1974 was actually Government-owned it ranked third among government-
owned raw steel producers, with West German Government-owned production
bordering on 5.9 million metric tons. This Government-owned raw
steel was produced by Salzgitter/Peine, a large West German Government-
owned steel complex formed in 1970 by the merger of Salzgitter Huttenwerk
AG and Ilseder Hutte. West Germany’s share of the total government-
owned raw steel production of the 2l-country sample remained fairly con-
stant throughout the period 1971-75, ranging from a high of 8.9 percent
in 1974 to a low of 7.3 percent in 1975, as shown below.

T : , : ¢ Ratio of
: Total : Percent : Government- : West Germany’s
Year ¢ produc- :Government-: owned :to total sample

¢ tiom : owned : production :government-owned

s : : _production

¢ 1,000 2 :

¢ metric : : 1,000 metric:

: tomns : . toms : Percent
1971 ¢ 40,313 : 11 : 4,434 7.8
1972 ¢ 43,705 : 11 : 4,808 : 7.8
1973 : 49,521 11 5,447 ¢ 8.2
1974 : 53,232 : 11 : 5,856 : 8.9
1975 ¢ 40,415 : 11 : 4,446 : 7.3

‘West Germany accounted for approximately 14 percent of the govern-
ment-owned steel exports to the United States in 1974, or approximately
1.6 percent of total U.S. steel imports for that year. In general,

West Germany’s Government-owned steel exports to the United States
were not substantial throughout the period 1971-75, reaching a high of
only 1.7 percent of total U.S. steel imports in 1973, as shown in the
follow1ng tabulation:
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: : West Germany’s : West Germany’s
¢ Total U.S. : Government- :Government-owned
Year : steel . : owned exports : exports as a

¢ imports : to the ¢ share of U.S.

: ¢ United States : steel imports

: 1,000 : 1,000 :

: metric tons: metric tons : Percent
1971 : 15,953 : 252 1.6
1972 : 15,246 229 1.5
1973~ - : 13,145 219 1.7
1974 - : 14,154 220 1.6
1975 : 10,767 : 101 : 0.9

The West German steel industry, a historical perspective. 1/--
The West German Government owns the entire assets of one large steel
‘company, Salzgitter/Peine AG. This firm was formed in 1970 by the
merger of Salzgitter Huttenwerk AG and Ilseder Hutte. Prior to the
merger, Salzgitter was 100-percent Government-owned and was the sixth _
largest raw steel producer in the Federal Republic of Germany. Ilseder,
the smaller of the two companies, was 25-percent Government-owned and
ranked eighth. By 1973, the Salzgitter/Peine steel works produced 5.2
million metric tons of raw steel, making it the third leadlng West
German producer in that year. :

The Salzgitter/Peine works are located near low-grade ore deposits
in the North of Germany away from the Rhine-Ruhr area, where the bulk
of German steelmaking is situated. Salzgitter was completely destroyed
during World War II, but was rebuilt during the 1950°s. Prior merger
attempts among Salzgitter, Ilseder, and Klockner, the largest steel
producer in northern Germany, collapsed because of the unprofitability
of Salzgitter and Ilseder and the emerging question as to who would
control the merged corporation. Salzgitter and Ilseder ultimately
merged, and collectively they have diversified into numerous areas such
as the mining and processing of ores, minerals, o0il and natural gas.

In 1972, another merger, between Hoesch of Germany and Hoogovens
of the Netherlands took place. The firms maintainmed.their own distinct
identities, but coordinated their activities through a jointly-owned
company, ESTEL. The significance of this merger lies in the fact that
Hoogovens, and thus ESTEL, is partly owned by the Dutch Government.
Even though the West German Government has no financial interest in

1/ The staff of the U.S. International Trade Commission is indebted
to Mr. Richard Rossello for his unpublised USITC work entitled,
Public Ownership and Participation in Foreign Steel Industries: The

Effects on the American Industry, 1976.
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Hoesch, the company is influenced by government ownership--in this case
a foreign government. The formation of ESTEL is particularly important
since Hoesch is one of the largest West German steel producers and
Hoogovens is the largest Dutch steelmaker, having 89 percent of the
5-million-ton annual capacity of the Netherlands. This merger was
primarily motivated by logistical considerations; Hoogovens was
favorably situated along coastal sites with port facilities, and Hoesch
was centrally situated with easy access to indigenous raw materials and
distribution channels.

An assessment of the Government’s role in the steel industry.—It
would seem that the West German private sector in conjunction with West
Germany’s large banks, was reasonably successful in rationalizing the
domestic steel industry through a series of cooperative agreements. As
such, West Germany was not forced into large-scale government ownership
of this industry. It should be noted that it was concerted planning
among industry, labor, and government which facilitated the growth of
the West German steel industry in its postwar period. The success of
West Germany’s rationalization program is, in part, revealed by the
relative output per hour of its steel industry as shown in statistics
contained in the U.S, Department of Labor, Bureau of Labor Statistics
study previously cited in this report. ' This study places West Germany
third in output per hour in 1974, behind Japan and only marginally
behind the United States. Moreover, based on BLS data in the 10
years from 1964 to 1974, West Germany registered a 7-percent-per-year.
increase in its productivity, second only to Japan. The success of
the rationalization program was further manifest in West Germany’s
positive steel trade balance, with both the United States and the world,
throughout the period 1971-75,

The West German Government’s ownership of the Salzgitter group
seems to stem largely from its desire to reconstruct this war-ravaged
plant and later to aid in placing it on a more sound financial footing.

Trade.—West Germany has consistently maintained comparatively
large favorable steel trade balances with both the United States and
the world as a whole. West Germany’s world trade balance in steel
increased erratically from 1971 to 1975, reaching a high of 13.6
million metric tons in 1974, and a low of 2.9 million metric tons in:

1972, as shown in the following tabulation (in thousands of metric
tons):
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West Germany’s :West Germany’s

Year : total steel : total steel : N::lzzzge
: exports : imports :
1971 : 13,202 : 9,518 : 3,684
1972 : 13,890 : 11,037 : 2,853
1973 : 17,264 : 10,449 : 6,815
1974 : 22,324 : 8,720 : 13,604
1975 : 16,272 : 8,458 : 7,814

On the contrary, West Germany’s trade balance with the United States
declined erratically from 1971 to 1975, from a high of 2.3 million
metric tons in 1971 to a low of 912, 000 metric tons in 1975, as shown in
the following tabulation (in thousands'of metric tons):

P R Imports ¢ Net trade
Year ¢ Exports to the : from the ° balance with
: : United States : . : the United
. . United States: States
1971 : 2,294 .20 ¢ 2,274
1972 : 2,083 : 98 : 1,985
1973 : 1,994 : 99 : 1,895
1974 : 2,003 : 12 : 1,991
- 1975 : 921 : 9 : 912
Spain

In 1974, Spain was the fourth leading producer of government-owned
raw steel, with production of 5.2 million metric tons, or 7.9 percent
of the total government-owned production of this sample. Although
Spain’s steel production is estimated to be only 45-percent Government-
owned, its Government-owned production volume was comparable with that
- of West Germany and exceeded most of the -countries encompassed by this
study. Raw steel production increased steadily from a low of 8.0
million metric toms in 1971 to a high of 1l1.6 million metric tomns in
1974, but declined slightly in the recession year of 1975 as shown
on the following page:
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4,995

: : ¢ Govern- : Ratio of
: Total : Percent : ment- : Spain’s
Year : produc- : Govern- : owned :to total sample
: tion :ment owned: produc- :government-owned
: : : tion :  production
¢ 1,000 : ¢ 1,000 :
¢ metric @ ¢ metric :
: tons ¢ s tons ¢ Percent
1971 : 8,025 : 45 3,611 : 6.3
1972 : 9,525 : 45 : 4,286 : 6.9
1973 : 10,808 : 45 : 4,864 : 7.3
1974 ¢ 11,646 : 45 3 5,241 : 7.9
1975 : 11,100 : 45 ¢ : 8.2

Government-owned steel exports to the United States were insigni- -
ficant from 1971 to 1975, reaching a high of only 83,000 metric
tons in 1971, or 0.5 percent of total U,S. imports for that year,
as shown below: :

: . .t Spain’s : Spain’s
, : Total U.S. : Government- :Government-owned
Year : steel ., : owned exports : exports as a
: imports : to the : share of U.S..
: ' -t United States : steel imports
: 1,000 : 1,000 s
: metric tons: metric tons : Percent
1971 : 15,953 : 83 : 0.5
1972 : 15,246 : 40 : 0.3
1973 : 13,145 44 0.3
1974 : 14,154 : 29 : 0.2
1975 : : 70 : 0.6

10,767

Spain’s steel industry, a historical perspective.—Spain’s initial
involvement in its iron-and-steel sector began on September 15, 1941,
with the establishment of the autonomous state holding company, Instituto
Nacional de Industries (INI). From its limited beginnings, INI steadily
expanded its influence to the point where it now has operations in a
number of industrial sectors. Currently, INI has direct holdings in 60
companies and indirect participations in another 185. INI now controls
an estimated 45 percent of Spain’s steel output through its 82-percent
holding in ENSIDESA, a major iron-and-steel concern in Spain.
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INI, a post-Spanish civil war creation, was initially chartered
with the task of directing the rebuilding of Spain’s industries. INI’s
basic mission was, and continues to be, the promotion, management, and
financing of those commercial and industrial enterprises which were by
and large neglected by the private sector for reasons of capital
rationing and profitability constraints.

As with so many other European countries, INI was initially most
active in the reconstruction and development of Spain’s basic industries
but is now involved in many facets of the Spanish economy. INI now
participates in 36 of Spain”s 300 largest corporations and in 6 of the
10 largest.

From its inception in 1941, INI was directly involved with the
reconstruction and development of Spain’s steel industry. The ENSIDESA
group of INI formed in 1960 was certainly instrumental in' the successful
postwar development of Spain’s iron-and-steel sector to the point where,
in 1974, Spain ranked fourth in government-owned raw steel production
and ninth in overall production among the countries represented by
this study. During that year, the ENSIDESA group recorded profits of
$53.5 million and employed nearly 27,000 workers. Financial data reveal
that of the $303 million in 1976 real investment in Spain’s iron-and-
steel sector, more than one-fourth was actually ¢ontributed by the INI
groupe. : :

Spain is now engaged in a political andweconbmic transition,
and as it moves closer to full membership in the European Community, it
is unclear what new role, if any, INI will assume.

An assessment of the Government’s role in the steel industry.—
Although Spain is basically a private enterprise system, government
influence is felt in many spheres of Spanish economic activity. INI,
which is the chief implementing agency of Spain’s industrial and public
policy, has expanded its influence in many spheres of Spain’s economy.
In so doing, INI has not escaped its critics, who have accused it
of violating sound economic principles in its attempts to foster
regional development and full employment goals. There are indications
that several INI firms are plagued by high costs of production and low
levels of efficiency relative to other world producers. Although
productivity data are not available for ENSIDESA, there is little to
suggest, given ENSIDESA®s 1974 profit picture, that this group would be
included among the above firms. There are estimates, however, that
investment subsidies of approximately $90 million were granted to
Spain’s "steel and other metals and mining" sector in 1976. INI
contributed another $78.4 million in investment capital to this sector
during 1976. -

Indications are that INI has embarked upon a major investment
program for the period 1976-79 in which a total of $7.5 billion in-
investments is projected. More than one-fourth of this investment
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capital are expected to be directed to the electrical energy sector.
Heavy investments are also expected in energy-related industries,
such as hyrocarbons, coal and uranium.

Trade.—Spain’s world trade balance in steel fluctuated consider-
ably from 1971 to 1975, from a high of 626,000 metric toms in 1973 to a
deficit of 403,000 metric tons in 1974, as shown below (in thousands of
metric ton):

: Spain’s : Spain’s :

: ‘total : total : Net trade
Y

ear ‘s steel ¢ steel : balance

: _exports : imports
1971 : 918 : 845 : 73
1972 : 1,463 : 1,120 : 343
1973 : 1,712 1,086 : 626
1974 : 806 : 1,209 : =403
1975 : 1,561 : 1,866 ¢ =305

In general, Spain’s steel trade with the United States has been
limited. Spain’s steel trade balance with the United States remained
positive from 1971 to 1975, principally because of the low volume
of exports shipped to Spain by the United States, as shown below
(in thousands of metric tons):

: Exports : Imports :Net trade balance
Year : to the : from the : " with the .
: United States : United States : United States
1971 : 185 : - 30 : » 155
1972 : 88 : 7 : 81
1973 : 98 : 16 : 82
1974 : 65 : 45 3 20
1975 : 155 : 34 121
Austria

In 1974, Austria was the fifth leading producer of government-
owned raw steel, with an estimated production of 4.7 million metric
tons. Austria’s iron-and-steel industry, as with so many other of
its industries, is 100-percent Government-owned. Austria’s production
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of raw steel increased from 4.0 millio: metric toms in 1971 to a

high of 4.7 million metric tons in 1974 and then declined to approxi-
mately 4.1 million metric tons in the recession year of 1975.
Austria’s percent of the total government-owned production remained
relatively stable from 1971 to 1975, ranging from a low of 6.4 percent
in 1973 to a high of 7.1 percent in 1974, as shown in the following

tabulation:

: : : Govern- : Ratio of

: Total : Percent : ment- : Austria’s to

Year ¢ produc- : Govern- : owned : total sample

¢ tion :ment owned: produc- :government-owned

: : ' :  tion : production

¢ 1,000 ¢ 1,000 :

¢ metric @ : metric :

: tons @ H tons ¢ Percent.
1971 : 3,960 : 100 : 3,960 : 6.9
1972 : 4,070 : 100 : 4,070 : 6.6
1973 : 4,238 : 100 : 4,238 : 6.4
1974 : 4,699 : 100 : 4,699 : 7.1
1975 : 4,069 : 100 : 4,069 : 6.7

Austria’s steel trade with the United

States was

limited

from 1971 to 1975. At no time during that period did Austria’s steel
exports to the United States account for more than l.2 percent of

the total government-owned exports to the United States. Likewise,
Austria’s steel exports to the United States were negligible when
compared with total United States steel imports, as shown in the

following tabulation:

Austria‘s

: : Austria’s :
: Total U.S. : Government- :Government—-owned -
Year : steel : owned exports. : exports as a

: imports : to the : share of U.S.

: : United States : steel imports

¢ 1,000 - 1,000 N

: metric tons: metric toms : Percent
1971 : 15,953 10.5 : 0.1
1972- : 15,246 = 31.2 : 62
1973 : 13,145 : 17.1 : ol
1974 : 14,154 : 23.2 : o2

: 10,767 : : ol

1975

13.4
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Austria’s steel industry, a historical perspective.—There is
little doubt that Austria’s postwar economic development was profoundly
affected by the ravages of World War IL. The industrial plant and
equipment which existed in Austria prior to the war was largely
destroyed, leaving the country faced with a massive reconstruction
effort. However, unlike many of her European neighbors, Austria was
forced to contend with Soviet occupation forces which controlled 44 of
the 70 key industrial enterprises until 1955. It was amid this turbu-
lence that the postwar Austrian economic policy of government ownership
of vast segments of its industries was forged. :

Austria’s iron-and-steel industry was nationalized very early
in accordance with the first nationalization law of 1946 which
nationalized many of Austria’s basic industries. Other industries
were subsequently nationalized as this umbrella of government ownership
spread over much of Austria’s economy. In recent years, an estimated
- 60 percent of Austria’s total investment was accounted for by public
enterprises. 1/

In 1970, the state holding company, OIAG, was established to
consolidate and administer the various public holdings of Austria.
The iron-and-steel sector is now largely under the general direction
of the VOEST ALPINE concern of OIAG. '

The formation of the VOEST ALPINE group was greatly facilitated
by a series. of mergers in the early 1970°s. The States’s two largest
iron and steel mills were merged to form VOEST ALPINE Montan A.G.
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