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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.

In addition, two nationalized specialty steel producers subsequently
became wholly owned subsidiaries of the new VOEST ALPINE combine;
three other nationalized specialty steel producers merged to form the
firm of Vereinigte Edelstahlwerke A.G., which is also under the
general direction of the VOEST ALPINE group.

An assessment of the Government’s role in the steel industry.—The
Austrian Government was instrumental in the development of Austria’s
iron-and-steel industry throughout its postwar era. Given the condition
of the economy in the immediate postwar era, the Government assumed the
primary role as the driving force in Austria’s reconstruction effortse.

Throughout Austria’s postwar period, there has been a marked
tendency toward increasing concentration of Austria’s basic industries
under this umbrella of government ownershipe Austria’s iron-and-steel
sector is illustrative of this trend. In a broader sense, the forma-
tion of the state holding company, OIAG, is further evidence of this
concentration phenomenon. ' '

1/ U.S. Department of Commerce, International Economic Policy and
Research, The Size and Economic Significance of the "Public Enterprise”
Sector in Selected Countries, by Frederick Strauss, October. 1974, pe.
16. '
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There are indications that the nationalized enterprises have, to
a limited extent, maintained a policy directed toward full employment
goals. This was especially evident during the recession of 1974-75
in which Austria’s iron-and-steel labor force was not reduced despite
significant declines in the level of operations of its iron and
steel mills,

Trade.—Austria consistently maintained positive trade balances in
steel with both the United States and the world as a whole from 1971 to
1975. Austria’s world steel trade balance increased erratically from a
low of 858,000 metric tons in 1971 to a high of 1,5 million metric
tons in 1975, as shown below (in thousands of metric tons):

: Austria‘’s : Austria‘s : Net tra&e
Year ¢ total steel : total steel :
balance
: exports ¢ imports :
1971 : 1,415 : 457 : 858
1972 : 1,438 : 478 960
1973 : 1,436 : 676 : 760
1974 : 1,714 : 681 : 1,033
1975 : 1,967 : 501 : 1,466

Austria’s steel trade with the United States was insignificant
during 1971-75, as shown in the tabulation below (in thousands of metric
tons): '

: Exports : Imports tNet trade balance
Year : to the : from the : with the

: United States : United States : United States
1971 : 10.5 : 0.1 : 10.4
1972 . 31.2 . 04 H . 3008
1973 : 17.1 1.0 : 16.1
1974 : 23,2 : 0: 23,2
1975 : 13.4 : oh 13.0
Brazil

In 1974, Brazil was the sixth leading prdducer of government-owned
raw steel, with production of 4.5 million metric tons. It would appear
that the Brazilian Government was deeply involved with the postwar
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development of its steel industry. The Brazilian steel sector is
currently estimated to be 60-percent Government-owned.

Brazil’s total raw steel production steadily increased in recent years,
from a low of 6.0 million metric toms in 1971 to a high of 8.4 million
metric toms in 1975. Brazil’s percentage of total government-owned pro-
duction increased gradually from a low of 6.3 percent in 1971 and 1972
to a high of 8.3 percent in 1975, as shown in the following tabulation:

: : : Govern- : Ratio of
: Total : Percent : ment- : Brazil’s
Year : produc- : Govern- : owned :to total sample

: tion :ment owned: produc- sgovernment-owned

: : : tion : production

+ 1,000 : : 1,000 : '

¢ metric : : metric :

: tons ¢ : tons @ Percent
1971 : 5,997 : 60 : 3,598 : 6.3
1972 : 6,518 : 60 : 3,911 : 6.3
1973 : 7,150 : 60 : 4,290 : 6.5
1974 : 7,550 : 60 : 4,530 : 6.9
1975 : 8,400 : 60 : 5,040 : 8.3

Brazil’s steel exports to the United States were insignificant as
a percentage of total U.S. steel imports for the years 1971-75. At no
time during this period did Brazil’s Government—owned exports exceed
0.9 percent of total U.S. imports, as shown below:

: : Brazil’s : Brazil’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

s 1,000 : '1,000 I :

: metric tons: metric toms : Percent
1971-- : 15,953 : 40 : 0.3
1972 : 15,246 : 134 : «9
1973 : 13,145 : 84 : .6
1974 : 14,154 : 35 : o2
1975 : 10,767 : 23 o2
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Brazil’s steel industry, a historical perspective. 1/--As of 1975,
there were eight publicly owned steel firms operating in Brazil and
another two in planning or preoperational stages. Collectively, these
firms produced an estimated 60 percent of Brazil’s raw steel output in
1974. A list of these eight firms and some salient statistics are
provided below:

s :Raw steel
Enterprise s Dased : output,
;rounded . 1975

: ¢ 1,000

: : metric

: : tomns
Companhia Siderurgica Nacional (CSN) s 1941 : 1,491
Companhia Siderurgica Paulista (COSIPA) s 1953 : 789
Usinas Siderurgicas de Minas. Gerais (USIMINAS)--——: 1956  : 1,771
Companhia Ferro e Aco de Vitoria (COPAVI)-====——== : 1942 102
Acos Especiais Itabira (ACESITA) : 1944 ¢ 283
Acos Finos Piratini - : 1960 71
Companhia Siderurgica de Mogi das Cruzes———=-====-< : 1967 @ 154
Usinas Siderurgicas da Bahia (USIBA) 1963 . : 108

,  Unlike many of the countries encompassed by this study, Brazil
is unique in that its entire steel sector, both public and private,
is under the general supervision of the Federal agency; CONSIDER
(the Council of Steel and Nonferrous Metals). CONSIDER, established
in 1968, was in many respects an outgrowth of a 1967 Government
Advisory report which was commissioned to address the problems which
plagued Brazil’s steel industry in the early 1960°s.

CONSIDER, composed of representatives from various ministries,
was chartered with the following goals: (1) To coordinate the develop-
‘ments in the Brazilian 'steel industry in a way that is consistent
with the long-range economic policy objectives of the Government,

(2) to advise and guide the expansion plans, marketing policies, and
pricing practices of Brazil’s public and private steel firms alike,
and (3) to assist in the formulation of a state holding company

to consolidate the operations of Brazil’s public enterprises. In

1/ The U.S. International Trade Commission is greatly appreciative
of, and indebted to, Mr. Thomas Trebat, of Vanderbilt University, for
~ the use of a draft copy of his unpublished Ph. D. dissertation. His
extensive write-up on this subject matter contributed greatly to the

writing of this sectionm. : ~
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accordance with a 1970 decree, CONSIDER was authorized to establish the
priority status for steel expansion proposals, as well as to determine
how they would be financed and when they would be scheduled. Through
these added powers, CONSIDER was empowered with the wherewithal to
exert a commanding influence over the growth and development of Brazil’s
steel sector. In CONSIDER’s efforts to secure adequate financing for
its steel expansion program, it was forced to relegate a portion of its
authority to external sources. The World Bank and the Inter-American
Development Bank jointly extended a loan of $320 million for phase two
of Brazil’s three-phased National Steel Plan. Because of the covenants
attached to these loans, the above organizations restricted somewhat
the operations of the firms receiving the loans to insure that repay-
ment would be possible,

By 1973, CONSIDER was overburdened by the multiple responsibilities
that were thrust upon it from its inception. The state holding company,
SIDERBRAS, was finally established in 1973 and became operational
in 1974. 1Its oversight function was restricted to Government-owned
firms exclusively, and it was mandated to concentrate on the
microeconomic considerations confronting Brazil’s steel industry.
Although still in its implementing stages, SIDERBRAS is viewed by many
as the completion "of a decade of public institution-building in the
steel industry." 1/

An assessment of the Government’s role in the steel industry.—
Brazil’s Government is deeply rooted in the operations of its steel
sector. In fact it would appear that, its span of control would seem

to be proliferating given the creation of SIDERBRAS and its interlock
with CONSIDER.

Productivity of Government-owned steel firms in Brazil far sur-

passed those of the private sector in recent years, as shown in the
following table.

1/ Trebat, op. cit.
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Comparison of labor productivity between the public and the private
sectors of Brazil’s steel industry, 1965-75 -

(In tons per man-year worked)

Year ! Public | Private
1965 : 45,5 40,1
1966 : 64.5 : 45.3
1967 : 68.3 : 43,2
1968 : 83.7 : 49,6
1969 : 89.0 : 53.6
1970 : 94,0 : 58.0
1971 : 101.6 : 6l.4
1972 : 112,.8 : 59.5
1973 : 103.6 : 67.0
1974 : 88.6 : 68.2
1975 : 102.8 : 1/

1/ Not available.

Source: For public firms, Trebat, Thomas, "Organization and
Control of Public Enterprises, unpublished, Vanderbilt University;
for private firms, IBS: Annuario Estatistico, various years, and
SENAI.

It should be noted that although Brazil’s productivity does not compare
favorably with the largest, most efficient world steel producers, it
would appear to be comparable with world producers in its size class.

Brazil’s Government was active in the pricing policies of its
steel enterpises in the context of an overall anti-inflation strategy
in the 1960°s and 1970°s. Because steel prices were artificially
determined, profitability indexes of the Brazilian steel producers
are unreliable indicators of the relative efficiencies of these firms.
Three distinct pricing periods may be discerned in recent years in the
Brazilian Government’s policies on steel prices.

The first period from 1963 to 1966 was characterized by steel
price suppression as part of an anticyclical program. The second
period, spanning the years 1966 to 1973, was a time in which the price
of steel was allowed to increase on a regular but contained basis.

The final period, beginning in 1973, saw more marked increases in
the price of steel to reflect its scarcity and to allow for a greater
degree of capital formation on the part of steel producers. 1/

1/ Thomas Trebat, unpublished "Economic Performance of Public Steel
Enterprises," Ph. D. draft on Brazilian steel, Chap. 5, p. 36.
Vanderbilt University. ' '
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The average profitability of 6 percent of the Brazilian steel
manufacturers for the years 1973-75 compares favorably with the
profitability of many of the world steel producing nations. This
situation is in part indicative of the Government’s loosening rein on
Brazil’s steel prices.

Of great concern to the Brazilian Government in recent years was
the dramatic influx in the volume of steel imports. In 1974, Brazil
witnessed a 238-percent increase in the volume of steel imports over
1973. In response to these outside pressures, CONSIDER was charged
- with approving all steel imports. Indications are that since 1974,
import volume has been declining.

Trade.— Brazil’s world trade balance in steel markedly declined
during the period 1971-74, from deficits of 447,000 metric toms to 3.9
million metric tons, as shown in the following tabulation (in thousands
of metric tomns):

Brazil’s total

Year : Brazil’s total : : Net trade

: steel exports : steel imports : balance

1971 : 257 : 704 =447

1972 : 403 : 1,003 : -600

1973 : 380 : 1,766 : -1,386

1974 : 347 4,208 : -3,861
1975 : 1/ : 1/ : 1/

1/ Not available.

In part, this deficit is attributable to the rapid increase in steel
consumption in Brazil’s home market. Brazilian demand for steel
increased from 9.1 million metric tons in 1973 to 12.6 million metric
tons in 1974. This increase was largely filled by increased imports.
The Government, however, has since intervened to dampen this flow of
imports.

Brazil’s trade balance with the United States was negative from
1971 through 1975, with the exception of 1972 when Brazil registered
a positive trade balance of 92,000 metric toms, as shown on the follow-
ing page (in thousands of -metric toms):



31

Net trade balance
with the
United States

Imports from
the
United States

Exports to
the
United States

Year

1971 67 174 -107
1972 223 131 92
1973 140 472 -332
1974 59 870 =811
1975 39 155 -116

®e oo o0 oo oo oo o0 jee oo oo

0 o0 e o¢ 00 oo o0 Jee oo oo

The other nine countries with government ownership

- Nine other countries exhibited varying degrees of government
ownership of steel companies throughout 1971-75., (Six countries were
previously analyzed; six others had no government ownership in their
steel sectors.) These nine countries are listed below with their
respective percentages of government ownership and their government-
owned. production for 1974,

:Percentage of steel: Government

Country ¢ industry that is : owned produc-
¢_government—owned : tion for 1974
: ' ' ¢ 1,000 metric
: Percent s tons
Argentina : 72 1,661
Canada : 17 : 2,310
Finland : 66 : 1,093
Ireland : 100 : 110
Mexico : 47 2,412
Netherlands : 33 : 1,927
Norway : 79 : 746
Portugal : 100 : 368
Sweden : 21 : 1,258

In general, the collective impact of the above government—owned
 production was comparatively insignificant when viewed against the

'~ whole. At no time during the years 1971-75 did the government~-owned
production of these nine countries exceed 2.9 percent of the total pro-
duction of the 2l-country sample, as shown in the following tabulation:
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Item 1971 1972 1973 1974 1975

Total government—owned
production for the 21
countries

1,000 metric tons—--

Government-owned produc-
tion for the 9
countries

1,000 metric tons--

Government-owned produc-
tion of the 9 countries
as a share of total 21
countries produc-
tion=-—=—===m=- percent--

Government-owned produc-
tion of the 9 countries
as a share of total
government-owned pro-
duction for the 21
countries———-- percent--

57,001 : 61,958 : 66,318 : 65,962 60,624

e e 80 00 00 ee ®° oe 00 oo oo

9,693 : 10,800 : 11,528 : 11,885 11,413

2.6 2.7 2.5 2.6 2.9

17.0 - 17.4 17.4 18.0 18.8

o0 .., es oo oo s 6o oo es. ee 00 oo 9o 0o se oo 00 eo oo ov oo |ee oo
©0 90 06 €0 00 00 00 60 00 00 00 00 00 00 00 60 e 00 60 00 00 joo oo
ee oo oo oo oo oo ) e0. 060 90 00 ¢ S0 00 00 60 60 eo 00 oo 00 o0 oo oo
ee oo oo oo oo oo e oo oo oo oo oo oo oo 6o oo oo oo oo oo oo jee oo

e @0 @0 o0 oo 05 oo 0o o0 o0 oo o0

When viewed in the narrower context of government-owned production,
these nine countries still accounted for a comparatively minor share of
the government-owned production of the 21 countries, ranging from a low
of 17.0 percent in 1971 to a high of 18.8 percent in 1975. Viewed
individually, only one country—Mexico in 1975--accounted for more than
4 percent of the government-owned production.

In terms of trade with the United States, government-owned exports
from these nine countries were negligible when compared with U.S. steel
consumption for the period 1971-75. At no time during this period did
government-owned exports from these countries exceed 0.7 percent of
U.S. domestic consumption, as shown in the following tabulation:
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Percent of
Ue.S. consumption
accounted for by
government-owned
exports from the

nine countries

U.S. apparent

Year R
consumption

1,000 metric

tons Percent
1971 92,345 0.7
1972 95,923 - o/
1973 110,553 .6
1974 108,101 6
1975 80,545 A

@0 6o 0 00 oe o0 oo oo 00 |ee oo oo oo oo oo
0 o0 00 00 00 e¢ o0 oo oo |es oo 00 o0 o0 o0

Similarly, government-owned exports from these countries constituted
only a minor share of total U.S. steel imports during 1971-75, ranging
from a low of 3.7 percent in 1975 to a high of 4.7 percent in 1973.

Japan

Japan has no outright Government ownership of its steel industry;
however, the intervention of its Government in guiding the operationms
of steel is pronounced. It is this issue of government intervention
that will briefly be explored within the context of this discussion.

From 1971 to 1975, Japan ranked second only to the United States
in the production of raw steel of market economy countries. During
this period, Japan’s production ranged from a low of 88.6 million
metric tons in 1971 to a high of 119,33 million metric tomns in 1973,
as shown below. ' '

Year Production

1,000 metric

H tons
1971 : 88,557
1972 : 96, 900
1973 : 119,322
1974 : 117,131
1975 : 102,314
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The preponderance of Japan’s raw steel production is accounted for
by five major integrated steel producers. In 1975, Nippon Steel,

the world’s largest producer, produced an estimated 32.5 million
metric tons of raw steel, or 32 percent of Japan’s total output.

The following table shows a breakdown of each firm”s share of Japan’s
total raw steel output in 1973,

Share of total steel output by the Japanese steel producers, 1973

¢ Approximate
Company ¢ share of
:industry output
: Percent
Major integrated steel producers: :
Nippon Steel : 35
Nippon Kokan : 14
Kawasaki Steel : 12
Sumitomo Metal : 12
Kobe Steel : 6
- Total : 79
Three middle—-sized integrated producers: :
Nisshin Steel (largest stainless producer)-——————-- : 3
Nakayama Steel Works : 1
Osaka Iron and Steel- : 1
Total : 5
MNonintegrated open-hearth and electric furnace .
producers: :
About 34 companies : 15
Total : : 100

Source: Peter Marcus, Internationalization of Steel, Mitchell,
Hutchins, Inc., February 1974, p. 45.

As mentioned earlier, according to BLS data, Japan ranked first in
productivity in 1975 among five major market economy countries (Japan,
the United States, West Germany, France, and the United Kingdom).
Moreover, in the 10 years from 1964 to 1974, Japan’s yearly increase in
productivity measured 11 percent, far surpassing the productivity
increases registered by the other four countries.

Japan’s inroads into world steel markets somewhat paralleled its
growth in productivity and size. In 1975, for example, Japan, the
leading steel exporter among Organization for Economic Cooperation
and Development (OECD) nations, exported 28.9 million metric tons
of steel, far surpassing the exports of its closest competitor, West
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Germany. In general, Japan’s world exports of steel fluctuated
considerably during the years 1971-75, reaching a high of 32.2 million
metric tons in 1974 and a low of 20.9 million metric toms in 1972,

as shown below:

Exports to

Year :world markets
: 1,000 metric

: tons
1971 : 23,194
1972 : 20,922
1973 : 24,805
1974 : -2 32,228
1975 : 28,942

Japan’s steel exports to the United States were substantial
in recent years, ranging from a high of 5.8 million metric tomns in
1974 to a low of 4.7 million metric tonms in 1973, as shown below:

Japan’s steel :Japan’s exports

Year : Total U.S. : exports to : as a share of

:steel imports: to the ¢ total U.S.

: ¢ United States : ~ imports

¢ 1,000 metric: 1,000 metric :

: tons : tons : Percent
1971 : 15,593 5,787 37.1
1972 3 15,246 : 5,658 : - 37.1
1973 : 13,145 = 4,696 : 35.7
1974 : 14,154 : 5,791 : 40.9
1975 : 10,767 : 5,126 : 47.6

As is evident from the preceding table, Japan’s share of total U.S.
steel imports generally increased from 1971-75, reaching a high of
47.6 percent in 1975,

Japan’s exports of steel to the United States, as a percentage of
its total steel exports, declined steadily from 1972 to 1975, from a high

of 26.5 percent in 1972 to a low of 17.7 percent in 1975, as shown in the
following tabulation:
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Exports to the

: : Exports -: United States
Year :Total exports: to the : as a share

: tUnited States: of total steel

: : : exports

: 1,000 metric : 1,000 metric:

: tons : tons : Percent
1971 : 23,194 5,787 : 25,0
1972 : 20,922 : 5,548 : 26.5
1973 : 24,805 : 4,696 : 18.9
1974 : 32,228 : 5,791 : 18.0
1975 : 28,942 : 5,126 : 17.7

In light of Japan’s massive volume of steel exports, it is not
surprising that it would maintain large positive trade balances with
both the world and the United States. Shown below are Japan’s steel
trade balances for the period 1971-75. (in thousands of metric tons):

:Japan’s steel
strade balance

Japan’s steel

trade balance
Year . i

:  with the : with the

: world : United States
1971 : 23,148 : 5,774
1972~ : - 20,821 5,645
1973 : 24,587 : 4,683
1974 : 31,997 : 5,780
1975 : 28,840 : 5,122

The magnitude of these trade balances is somewhat accentuated by
the low volume of Japan’s steel imports. During the period 1971-75,

Japan’s steel imports reached a high of only 231,000 metric tons
in 1974.

Japan’s steel industry, a historical perspective.--The Government
of Japan played an active role in the development of its steel industry.
From 1930 until the end of World War II, the Government built, operated,
and owned its steel plants. 1/ Although the Government relinquished
its ownership of the steel industry in the immediate postwar period, it

1/ Eugene J. Kaplan, Japan, the Government-Business Relationship, U.S.
Department of Commerce, February 1972.
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nonetheless maintained a close government/business relationship with
its steel sector through the Ministry of International Trade and
Industry (MITI). The government/business relationship intensified with
the increasing demand for postwar recomstruction.

Japan’s steel industry, which was designated as a "target industry"
by its Government, reaped the benefits inherent in this close-knit
relationship between business and state. As a target industry, the
Japanese steel industry was selected by Government planners for major
growth opportunities. Steel producers were provided preferential
access to capital markets and thereby the necessary funds to insure an
orderly but rapid expansion. As of 1974, it was not uncommon to find
Japanese steel companies with debt-to-total-capital ratios as high as
83 percent, the debt for which was indirectly financed through the
Bank of Japan. Debt burdens of this magnitude would be very much out
of the ordinary in the United States and would certainly not be financed
through traditional banking channels. This high debt to total capital
ratio, while quite effective in generating investment capital, creates
a problem in financial liquidity. The interest charges incurred
from this debt leverage are in effect fixed costs which are insensitive
to the level of output. Inasmuch as these interest charges do not
decrease as output declines, Japanese producers attempt to maintain as
high a capacity utilization rate as feasible in order to maintain low
unit costs. - ' S

" Another secondary source of funds for Japan’s steel industry
was the Japanese Development Bank. Between 1951 and 1972, the Japanese
Development Bank loaned approximately $120 million to its iron-and-
steel industry. 1/ : ‘

The picture is somewhat different for industrial research funds.
On average, Japan’s Government funds roughly 28 percent of total steel
research expenditures, whereas in the United States this figure exceeds
60 percent, and in Europe it ranges between 40 and 60 percent. 2/

Foreign Govérnment4dwhership of the World
Automobile Industry

Introduction

‘Government ownership in the world automobile industry 3/ is
not entirely a European phenomenon, although the overwhelming share
of the government-owned production of automobiles today occurs in West

1/ Richard C. Rossello, Public Ownership and Participation in
Foreign Steel Industries: The Effects on the American Industry, USITC

unpublished work, p. 80.
2/ 1bid.
3/ The term "automobiles", as used herein, includes passenger cars

only.
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European countries. Government equity holdings are common in many
developing nations, most notably those in Latin America. Assembly
operations in the developing nations usually result from a cooperation
agreement between an American, European, or Japanese producer and the
host government. With the exception of those in Brazil, these assembly
operations tend to be extremely small relative to major world automo-
bile producing facilities. Therefore, the focus on government owner-
ship in this study will primarily concern itself with the European
Communitye.

Government intervention in the national auto industries has
been more commonly accomplished by means other than government owner-
ship. The Japanese auto industry, which has a history of Government
intervention, has nonetheless remained free of Government ownership.
In Japan, Canada, and some of the European countries, the governments
shaped and hastened the development of their automobile industries by
systematically using a combination of tariffs, quotas, low-cost develop-
ment loans, or special legislation., Normal trade flow of automobiles
was altered through the use of import restraints and artificial
production and export incentives.

To a great extent, government ownership in the European auto
industry came about because of two major considerations. The first
consideration was the desire to develop a domestically owned industry
capable of competing with the U.S. automobile manufacturers. Initially,
government protection in the European market was accomplished through
import restraints. U.S. firms responded to these measures by setting
up production facilities in Europe. The second consideration was the
importance of this industry as a tool of war. It was imperative that
the auto industry could switch production runs from passenger cars and
commercial vehicles to military equipment without delay.' Government
ownership, therefore, allowed the state a greater degree of flexibility
with respect to national defense policy. During World War I, such
firms as Renault, Citroen, and Fiat proved their worth as builders of .
tanks, trucks, and aircraft engines. Volkswagen never saw commercial
production before World War II, but the plant did manufacture vehicles
for the military during that war. : -

In Italy, Government ownership of Alfa Romeo came about when the
state saved the firm from bankruptcy in the 1930°s. Under a program
for regional development, the Government directed Alpha Romeo to build
a new car-producing facility in Southern Italy, near Naples, for the
purpose of providing employment for that region.

The following tabulation shows the percentage of govefnment
ownership in the auto firms of major producing countries in 1975:
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Percent of

Country : Firm ¢ government

: :_ownership

West Germany ¢ Volkswagen : 40
France ¢ Renault : 100
Italy : Alfa Romeo : 49
United Kingdom ¢ British Leyland : 95
Spain : Seat : 36

Summary of automobile findings

From information in this report, it can be seen that foreign
production of automobiles under government ownership accounted for a
relatively small share of total world production. During the period
1972-75, government-owned automobile output averaged less than 3 million
units, or less than 1l percent of annual world production. France, the
United Kingdom, and West Germany dominated government-owned output of
automobiles, accounting for over 90 percent of the total annual
output of these vehicles during the period 1972-75,

U.S. imports of government-owned automobiles accounted for less
than a fifth of total automobile imports into the domestic market during
1972-75. West Germany and the United Kingdom supplied an average of
of 96 percent of these imports. Both of these countries have maintained
positive trade balances with the United States (a yearly average of
595,000 and 58,000 vehicles, respectively, during 1972-75). On the sur-
face, these data would seem to indicate a strong positive government-
ownership/trade-balance relationship. However, such a conclusion does
not take into consideration the fact that subsidiaries of the largest
U.S. automobile producers have substantial production facilities in
both West Germany and the United Kingdom.

Production

World automobile production, excluding that in Communist bloc
countries, increased from about 28 million in 1972 to 30 million
in 1973 and then decreased to 25 million in 1975, reflecting the
worldwide recession during that period. Western Europe produced 10.3
million autos in 1975, down from 12.6 million in 1973. North America
(including the United States and Canada) produced 7.8 million cars in
1975, 3.1 million less than in 1973. Japan’s production during the

4-year period remained relatively stable, ranging from 3.9 million to
4.5 million vehicles, as shown in the following table.
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Passenger cars: World production, by countries, 1972-75

(In thousands of units)

Note.——Because of rounding, figures may not

Country f1972 f1973 ¢ 1974 % 1975
Europe: : : : :
France : 2,993 : 3,202 : 3,045 : 2,953
West Germany ¢ 3,522 : 3,650 : 2,840 : 2,908
Italy s+ 1,730 : 1,823 : 1,631 : 1,349
Spain : 600 : 706 : 705 : 676
United Kingdom s 1,921 ¢ 1,747 : 1,534 : 1,268
Other ¢ 1,336 ¢+ 2,108 : 1,879 : 1,869
Total : 12,104 :12,530 : 10,929 : 10,347
North America: : s : :
~ United States : 8,828 : 9,667 : 7,323 : 6,738
Canada s 1,147 ¢ 1,235 ¢ 1,143 : 1,056
Total ¢ 9,975 :10,902 : 8,466 : 7,794
Asia and Oceania: : : : : '
Japan s 4,022 : 4,471 @ 3,932 : 4,568
Other : 501 : 537 : 511 : 414
Total : 4,523 : 5,007 : 4,442 : 4,982
Latin America : 989 : 1,142 : 1,324 : 1,323
All other : 183 : 229 : 227 : 229
Grand total s 27,774 :29,810 : 25,389 : 24,674
Source: Compiled from The World Automotive Market, several issues.

add to the totals shown.

World production in autos is dominated by fewer than 10 countries.
In fact, the top seven ranking countries--France, West Germany, the
United Kingdom, Italy, the United States, Canada, and Japan--accounted
for 84 percent of world production in 1975.

The relative shares of automobile production in 1974 under govern-
ment ownership are shown in the following tabulation:
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: :Government-owned
¢ Government- : production as a
Country : owned ¢ percentage of
¢ production : country’s total
: ‘ ¢ production
: 1,000 units : Percent
West Germany : 574 : 20
France : 1,356 : 45
Italy— . : © 101 o 6
United Kingdom : 701 : - 46
Spain - . : 130 : 18

- In 1974, government-owned production amounted to 2.9 million cars,
or' 11 percent of the world’s output; of this, the United Kingdom'
and France together accounted for 72 percent. The ratio of total
government-owned production to total world production remained rather
stable during 1972-75, ranging from 10 percent in 1973 to 1l.2 percent
in 1974,as can be seen from the following tabulation:

!
il

10.7

!
L

o Item oo1972 7 1973 1..1974  © 1975
Government-owned: 3 s .8 :
France-------- 1,000 autos--: 1,202.5 : 1,293.0.: 1,355.8 : 1,293,2
United kingdom do : 870.2 : 832.2 : 701.1 = 575.5
West Germany do : 669.2 : 628.8 : 547.4 : 502.0
Italy— do : - 69.1 : 100.5 : 101.9 : 93.1
Spain ~—==do====3 120.6 : 129,2 : 130.,0 : 118.4
v Total do ¢ 2,931.6 : 2,983.7 : 2,863.2 : 2,582.,5
Total world production : : : :
VA - 1,000 autos-~: 27,496.4 : 29,921.1 : 25,462.7 :24,674.2
Ratio of total government- 3 : : :
owned production to total : : : _ : .
world production--percent--: : 10.0 : 11,2 : 10.5

!
i
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Trade impact on the United States

Exports of government-owned autos to the United States from
all countries accounted for less than an eighth of total world exports
to this market in each year during 1972-75, as shown below: 1/

Item 1972 1973 1974 1975

Exports to the United States
from all countries -
1,000 units--
Ratio of government-owned
exports to world exports
to. the United States
percent--

2,328 2,518 2,471 2,099

11.8 11.6 9.7

[o -]
.
N

e o0 oo oo 00 e o0 os o0 [ee oo
®e do o0 60 00 o0 00 oo oo [ee oo
®0 00 00 00 o0 0o 00 oo o0 |ee oo
(1] oo (1] (1] oo o (X (1] oo oo (1]

The drop in the government-owned share from 11,8 percent in 1972
to 11,6 percent in 1975 was heavily influenced by the decline in West
German auto exports, particularly by Volkswagen.,

In this connection, West Germany supplied by far the largest
share of exports of government-owned automobiles to the United States.
However, during the 4-year period, total West German exports of autos
fell from 731,000 in 1972 to 374,000 in 1975, Similarly, its exports

of Government-owned automobiles during this period fell from 208,000 to
102,000. .

Future exports of government-owned automobiles to the United
States may decline primarily for the following reasons, First, it is
expected that the largest supplier of such autos, Volkswagen, will
decrease its exports to the U.S. market when production of Volkswagens
begins in the United States in late 1978, Secondly, U.S. manufac-
turers have begun to reduce the size and weight of domestic automobiles
to meet energy conservation requirements, This may make domestic

‘cars more attractive to the traditional small-foreign-car buyer in the
United States and thereby limit imports of such cars somewhat. Although
the impact of the downsizing of domestically produced cars is likely
to decrease the overall level of imports, automobile imports from
certain countries may actually increase,

1/ Compiled from The World Automotive Market, several issues, and
Automotive Trade Statistics Series B, 1964-75,
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France

Unlike many other governments whose support of their automobile
industry has ended or has been diminished during the post-World War
11 period, the French Government has continued to maintain a strong
influence over its automobile industry. It has done so by direct
state ownership of some facilities and a broad.national planning
programe.

Prior to the 1970°s, the French Government acted to restrict
imports of automobiles and also to restrict U.S. investments in its
auto industry, much as did other European countries. As recently
as 1964, France rejected a plan by General Motors to build an assembly
plant in Strasbourg. The only significant ownership by a U.S.-based
firm in France is the 99-percent control that Chrysler has in Chrysler
France.

Exports to the United States have accounted for less than 2
percent of France’s total exports of passenger autos in recent years.
Annual exports to the United States by Renault, the only Government-
owned producer, declined from the peak export level of 21,000 vehicles
in 1970 to 5,800 in 1975.

During 1972-75, France had four major automobile manufacturers—-—
Renault, Peugeot, Citroen, and Chrysler France. Peugeot and Citroen
merged in 1976; however,.for the purpose of this study, the four-
producers situation will be the subject of consideration.

Of the four auto producers, only one is controlled outside the
country—Chrysler France, which is a part of the Chrysler Corp.’s
European network. Renault is France’s and Western Europe’s largest
auto manufacturer, but its position is being challenged by the Peugeot-
Citroen merger. '

v In 1974 the French auto industry replaced that of West Germany
as the world”s third largest manufacturer of automobiles--behind the
United States and Japan, ‘

During the period 1961-73, the French automobile industry grew
at an average annual rate of 8.5 percent, compared with an overall
industrial growth rate of 5.6 percent. However, in 1975, a recession
year, total automobile production was about 3.0 million units, approxi-
mately 200,000 units below the 1973 level (see table C-3).

An assessment of the Government’s role in the automobile
industry.—The French Government nationalized Renault during World War
II. 1In the postwar period this state-owned firm was used by the
Government to direct car production toward inexpensive, mass-produced
cars and, in general, to direct the development of the car industry in
harmony with the goals of national planning.
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The Government has been instrumental in influencing Renault’s
domestic operations in various ways. For example, new manufacturing
facilities for the production of Renault cars or associated components
have been located in areas which the state has designated for increased
industrialization. In addition, Government pressure has limited
price increases on Renault’s new models.

The Government’s ability to influence. the operations of Renault
has indirectly caused the other auto manufacturers to conform some-
what to the leadership role of this firm. In order to stay competitive
with Renault, other auto producers had to limit increases in their
prices. In addition, since the state controls many financial institu-
tions, it has been able to influence domestic producers by providing
needed low-interest loans. For example, in 1975 the Government granted
Citroen a loan of $200 million to induce the Peugeot-Citroen merger.
Also, the extensive state control over its banks insured that needed
investments by Renault would.be forthcoming.

Trade.—Although auto production fell in 1974 and again in 1975,
total exports, which have been important to the industry, remained
relatively constant. Approximately 75 percent of the growth in the
industry’s output between 1963 and 1973 was accounted for by the
growth in export sales. During this period, auto exports grew at an
average annual rate of about 1l1.3 percent. Exports equaled about a
third of the industry’s output in the early 1960°s, by 1972 they
equaled 55 percent of production, and by 1975 exports reached 60
percent. However, exports to the United States did not exceed 1.3
percent of France’s total annual exports during 1972-75, as shown
below: ' ’

Item f1972 P1973  P1974 P 1975
France’s exports to the United : : : :
States units--: 15,475 : 12,658 : 22,501 : 19,192
Ratio of exports to the : : : :
- United States to total : : : :
exports percent=-: 0.9 : 0.7 : 1.3 : 1.1

The potential exists for increased exports to the United States
for two major reasons. First, the United States market for smaller,
fuel-efficient cars is expanding and the predominant share of French
auto production is specifically designed for such a market. Secondly,
the French manufacturers are facing increased competition from Japan in
the European auto market and could look toward the United States as a
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possible market for French-made automobiles. These two conditions

may have contributed to Renault’s decision in 1976-77 to market the new
Le Car in the United States. Le Car is competing in the subcompact
market and is being promoted heavily in major markets in the United
States.

Imports have supplied a small portion of France’s domestic con-
sumption of automobiles. The import share of France’s consumption
was 10 percent in 1961, grew to 15 percent in 1967, and then jumped
dramatically in 1968 to about 22 percent where it has remained since
that time.

United Kingdom

The British Government was instrumental in the early postwar
period in influencing exports of British automobiles. During that
period, steel was rationed and allocated according to the ability
of .automobile firms to meet export quotas. However, from the eariy
postwar period until the late 1960°s, the Government did not otherwise
involve itself with the operations of the domestic auto industry. It
appears, then, that exports to the United States or imports from
the United States were not significantly affected by the relationship
of the British Government to its auto industry during the period that
is the focus of this study, i.e., 1972-75,

Except for its early postwar intervention, the British Government,
for the most part, did not otherwise intervene in the operations of its
automobile industry following World War II. It was not until 1966 when
Chrysler was in the process of purchasing Rootes that the Government
intervened. Even then, however, the Government only issued broad guide-
lines for the Chrysler-Rootes deal.

The United Kingdom’s auto production is dominated by four com-
panies—- British Leyland, Chrysler-United Kingdom, Ford, and Vauxhall
(GM). Of these, three are owned and controlled by U.S. manufacturers,
the exception being British Leyland. The largest of the four com-
panies, British Leyland, is 95-percent Government owned.

The British automobile industry is now the world’s fifth largest
producer and ranked sixth in exports in 1975. During the 1972-75
period, exports from the United Kingdom fluctuated between 33 and
50 percent of total production.

After World War II, the United Kingdom’s automobile industry
output grew an average of 10.5 percent per year until 1963, From
1964 to 1971, production was essentially stable-—about 1.7 million cars
annually, This was due in part to the increasing saturation of the
auto market. By 1970, the United Kingdom had one car for every 4.7
persons, with approximately 75 percent of passenger car sales destined
for the replacement market. The expansion of the market was deterred
by the high cost of buying and operating a car. In addition, high-
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taxes and consumer credit restrictions by the Government also slowed
the expansion.

After 1971, the Government, reacting to economic conditionms,
lowered taxes on automobiles and removed credit restrictioms. In 1972,
domestic car sales jumped by almost 400,000 units from a year earlier
to 1.7 million units.

Despite this increase in demand, domestic production rose only
19 percent during 1970-72. The British auto industry was hit by labor
stoppages and a lack of capacity. The auto industry continued to
suffer in 1973-75--production was down, huge losses were reported,

and investment plans were uncertain, leading to questions about the
survival of the industry.

An assessment of the Government’s role in the automobile
industry.—As indicated earlier, the British Government did not
intervene to restrict foreign investments in its domestic automobile
_industry until the late 1960°s., It was not until 1968-70 that the
Labor government acted to develop formal guidelines for dealing with
multinational companies. These guidelines sought to assure the govern-
ment that British economic policy would be taken into account when
international decisions were made. Also, the government sought

assurance that reasonable powers would be delegated to the local
operation.

The British Government feared that more foreign takeovers would
occur if the automobile industry continued to be composed of small
producers. A number of mergers had occurred over the years, but
the producers remained more diversified and individualistic in compari-
son to their foreign competitiors. The drive came from the Government
to merge British Motor Holding and Leyland, and in 1971 the merger
was accomplished through pressures from the Prime Minister and the
Chairman of the Industrial Reorganization Corp. (IRC), a Government-
controlled financial institution. This seems to have been the first
automobile merger initiated by the Government, although the Monopolies
Commission had approved previous mergerse.

Government support of the new firm, British Leyland, began with
its inception. For example, the company received a revolving credit
from the IRC. The merger, however, did not end the Government’s
role in the auto industry. In 1971, the Government saved Rolls Royce
from financial difficulties by providing it with low-interest loans.

Trade.—British exports of automobiles reached 772,000 units in
1969, their highest level ever. Since that time, British exports
remained relatively stable, ranging from 550,000 to 650,000 units in
1972-75 (see table C-3). Nevertheless, the United Kingdom’s share of
the world market declined because the benefits of the growing world
automobile market during this period were accruing largely to Japan.
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The United Kingdom exported approximately 40 percent of its
total automobile production in 1975. 1Its export-to-production ratio
rose slightly from 33 percent in 1972 to 34 percent in 1973 and to 37
percent in 1974. Its share of exports to the United States as a
percentage of total exports fell from 15 percent in 1972 to 11 percent
in 1975. This drop was a result of Chrysler-United Kingdom’s decision
to discontinue exports to the United States after 1974.

Import penetration of the United Kingdom”s automobile market rose
from 15 percent in 1969 to 27 percent in 1972, The principal cause for
this increased import penetration stemmed, in part, from the industry’s
inability to increase production. By 1973, imports accounted for 31
percent of domestic consumption. However, this trend was reversed
somewhat in the following year when imports accounted for 28 percent of
consumption. One reason for this was the greater availability of some
popular British models; another reason was an increase in the price of
foreign cars due mostly to the declining value of the pound. This
improved situation, i.e., the decrease in import penetration, proved
only temporary. The British auto industry was again beset by economic
troubles in 1975, and import penetration soared to 42 percent of

consumption in that year.

Italy

Government ownership of Italy’s automobile industry is currently
limited to one producer--Alfa Romeo. In recent years, Alfa Romeo
accounted for about 14 percent of total annual automobile output.
Privately owned Fiat has dominated domestic production, accounting
for over 80 percent .of recent total annual output. Fiat has also
dominated automobile exports, accounting for about 95 percent of
recent exports from Italy to the United States.

The Italian Government’s use of Alfa Romeo as a tool of natiomal
policy was limited to developing the production base in Southern
Italy by placing an automobile assembly plant in that region in 1968.
Government ownership in Italy has little effect on that country’s
exports to the United States.

The Italian Government’s influence over the U.S.-Italy automobile
trade balance is exerted through the structure of taxes on passenger
cars. These taxes, which increase with greater engine displacement,
weigh heavily against the larger, more powerful cars such as those
exported from the United States. For example, in 1975, the tax would
have added approximately 87 percent to the ex-factory price of a Ford
Torino entering Italy. Therefore, the price of the Torino would be the
equivalent of $7,400 in Italy, compared with only $4,000 in the United
States. The same tax structure applies to Italian-produced automobiles;
however, the taxes on the average are considerably less since the
Italian-produced cars have smaller engine displacement. This taxing
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structure was highly effective in discouraging Italy’s imports from the
United States during 1972-75, when Italy imported less than 400 American
cars annually.

Of the major West European auto producing countries, Italy
is unique in that so far it has not had a major facility controlled
by any of the big three U.S. companies. The only foreign interest
of any consequence during 1972-75 was British Leyland’ s ownership
of Innocenti.

The Italian motor vehicle industry is the world’s sixth largest.
Its production in 1972-75 ranged from a high of 1.8 million automobiles
in 1973 to a low of l.4 million in 1975, as shown below (in thousands
of automobiles): ‘

1974

‘Company : 1972 1973 - . 1975
Fiat Group_L/ ¢ 1,525 : 1,559 : 1,360 : 1,125
Alfa Romeo -3 141 : 205 : 208 : 190
Innocenti : 63 : 58 61 : 33
Others : 4 2 1 1 : 1
Total : 1,733 : 1,83 : 1,630 : 1,349

1/ Includes Lancia, Autobianchi, and Ferrari.

An assessment of the Government’s role in the automobile industry.—
The Italian Government became directly involved with the auto industry
when it acquired Alfa Romeo in the early 1930°s, an action to save the
firm from bankruptcy. The use of Alfa Romeo by the Government in the
past two decades was confined to the goal of industrial development of
Southern Italy. An Alfa Romeo production facility initiated in the
South in the late 1960°s induced Fiat and other companies to initiate
or expand investments in this region.

Although the Italian Government was successful with its regional

.. development program, it was unsuccessful in its attempt to keep out

imported automobiles in the late 1960°s and early 1970°s. Before

and immediately after World War II, the Italians relied on high tariffs
and on direct quotas to keep out imports. The quotas during this

period were set at about 3 percent of domestic production. In 1967,
only 4 out of every 1,000 cars sold in Italy were imported, Since that
time, imports have climbed to as high as 35 percent of domestic consump-
tion. :

Unlike the situation for certain other European automobile indus-
tries, the Italian industry’s growth has been heavily dependent upon
sales in its domestic market. The industry during 1960-71 exported
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less than a third of its domestic production, However, in the period
1973-75, exports climbed from 36 percent to 42 percent of domestic
output. Over 60 percent of the industry’s production growth during
1960-73 was due to increased sales in the Italian market.

From 1960 to 1970 the volume of car sales (registrations) in
Italy grew at a high rate of 13.6 percent per year, so that by 1970
there was one car for every 5.3 people. Nevertheless, the Italian
car market had not reached maturity, as expansion demand still out-
paced replacement demand. :

Apparent domestic consumption was about 1.6 million units in
1972, grew to 1.7 million in 1973, and then fell to 1.3 million in 1974
and to l.l million vehicles in 1975. Thus, annual domestic consumption
of cars in the Italian market fell by almost 600,000 units during
the period 1973-75. Economic conditions would appear to be responsible
for much of the decline in domestic consumption; real disposable
income fell while consumer prices, including car prices, rose rapidly.

Trade.—Prior to 1968, Italy’s exports grew about 11 percent per
year. In 1968, they rose by a phenomenal 37 percent and then settled
to a growth rate of about 7 percent per year in 1969 and 1970. Since
1970, the annual export volume has been relatively unchanged, ranging
from 651,000 to 678,000 (see table C-3).

Until 1974, automobile exports to Western Europe composed about
75 percent of Italy’s total annual exports of these vehicles. 1In 1974,
Italy’s share of that market dropped to 61 percent as a recession and
rapid increases in fuel prices hit the European Continent. This drop
in the share of exports to Western Europe was somewhat offset by
increased exports to the United States, as indicated below (in
percent):

Item S 1972 71973 1974 F 1975
Ratio of Italy’s exports to the : : : :
United States to total exports—-: 9.2 : 8.1 : 15.9 : 16.5
Ratio of Italy’s exports to : : : : :
Western Europe to total : o H :
exports : 74.9 : 75.1 : 60.9 : 67.8

Most of the increase in Italy’s exports to the United States was
accounted for by automobiles produced by Fiat. Exports to the United
States by state-owned Alfa Romeo also increased during this period;
however, exports by Alfa Romeo accounted for only about 6 percent of
Italy’s total automobile exports to the United States.
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Imports of passenger cars into Italy declined from 540,000 automo-
biles in 1973 to 335,000 in 1974, and then grew slightly in 1975 to
370,000 automobiles (see table C-3). Imports accounted for 32 percent
of Italy’s apparent consumption in 1973, for 26 percent in 1974, and
for 35 percent in 1975. One factor that depressed Italy’s automobile
imports in 1974 was the requirement for an advanced import deposit of 50
percent of the value of the imported product. This requirement was
dropped in 1975.

West Germany

West Germany has five major automobile manufacturers--Volkswagen
(including Audi-NSU 1/), Opel (GM), Ford, Daimler-Benz, and BMW.
Volkswagen’s European production was topped only by Fiat in 1972,
and Renault in 1975. 2/ Opel and Ford are both owned by U.S. firms,
and Daimler-Benz and BMW have maintained their independent status,
with most of the ownership held by West Germans.,

Government ownership of the West German automobile industry
is limited to a 40-percent shareholding in Volkswagen, equally divided
between the central Government and the State of Lower Saxony. During
the mid-1970°s, Government influence actually hindered Volkswagen’s
automobile penetration in the United States market. The management
wanted to build an assembly plant in the U.S. market so that it could
offset the rapidly rising cost of Volkswagen’s cars sold in the
United States, a situation caused in part by the revaluation of the
deutsche mark in relation to the dollar. Further, Volkswagen was
losing its acquired share of the U.S. import market to Japanese and
other European cars. A political debate lasted many years over whether
to permit Volkswagen to produce in the United States. Certain factions
within the Government feared the loss of jobs in the home market
because of the move to offshore production. As a result of this delay,
Volkswagen did in fact lose a significaat share of the U.S. auto market.

Government intervention in the auto industry was most pronounced
in the years preceding World War II. The German Government directed
the industry as to overall production and export goals. During this
time, Ford and General Motors had assembly operations in Germany,
and their existence in the domestic market was not subject to serious
challenge as long as they conformed to the will of the Government.
This situation lasted until just before the outbreak of the war.

After the war, the Government never seriously intervened in
the operation of the auto industry; although in the early 1970°s,

1/ Volkswagen owns 91 percent of Audi-NSU.

2/ Production data for Volkswagen and Fiat showed their output as
being greater than that of Renault’s; however, Renault’s data does not
account for a sizable number of "knocked down' units.
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the West German Socialist Party unsuccessfully attempted to direct the
operation of Volkswagen toward national objectives,

The trade balance in automobiles between the United States and
West Germany has favored the latter country over the past twé'decades,
but the extent of the balance has narrowed in the past few years.
During the 1972-75 period, West German imports into the United States
fell from 731,000 vehicles in 1972 to 371,000 vehicles in 1975, while
U.S. auto exports to Germany increased from 3,000 to 6,000 vehicles,
Thus, the resulting trade balance favoring West Germany declined from
728,000 units in 1972 to 365,000 units in 1975 (see table c-3).
This decline resulted, for the most part, from waning demand for the
Volkswagen Beetle in the U.S. market.

During the 1960°s, automobile production grew slightly faster
than the rest of the economy. In the 1972-75 period the overall
trend in production has been one of decline. West German auto
production reached a peak of 3.7 million units in 1973 and fell to
2.9 million units in 1975. West Germany was the third largest auto
producer. in the world until 1974, when France assumed that position,
In 1975, West Germany accounted for approximately 12.6 percent of the
world production of autos, compared with France’s 12,8 percent. The
West German production slowdown in 1973 and 1974 can be traced to
market developments at home and abroad. The domestic demand for
passenger cars has been declining since 1971, when the domestic auto-
mobile market reached maturity.

During 1974, production fell to 2.8 million units, its lowest
level in the 4-year period. This decline in motor vehicle production
of 22.2 percent from the 1973 level compares unfavorably with a total
West German industrial decline of 1.7 percent. Production increased
slightly in 1975 to 2.9 million vehicles.

An assessment of the Government’s role in the automobile indus-
try.—The West German Government’s involvement in the auto industry
began in the 1930°s when it established Volkswagen. The company
produced military vehicles for the war effort, but mass production of

automobiles did not materialize until after World War II.

A program was instituted to denationalize Volkswagen in 1961,
However, the Christian Democratic Union and the State of Lower Saxony
could not agree on total denationalization. Therefore, an agreement
was reached between the two factions that gave each a 20-percent share
of the ownership of the firm. The remaining shares were sold to the
private sector. Still, the two Governments have effective control of
the company. After the sale of Volkswagen shares, Government interven—
tion became less pronounced. However, Federal and especially State
influence has been instrumental in the decisions as to where new plants
should be located.
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During 1972-75, the percentage of auto vehicle output in West
Germany under Government ownership ranged between 17 percent in 1975 to
20 percent in 1973 and 1974, The Government-controlled share of West
German auto exports fell three percentage points from 22 percent in
1974 to 19 percent in 1975. In terms of absolute units, the Govern-
ment’s share of all West German exports in 1975 dropped by 118,000
units from the 1973 peak of 220,000 units.

Trade.~During 1963-73, West Germany was the world’s largest exporter
of motor vehicles, shipping roughly 58 to 60 percent of its production to
foreign markets. In 1974, West Germany’s exports of autos fell to 54
percent of production, and the decline continued in 1975 when only 47
percent of the production went for exports. The export sales were
adversely affected by the deutsche mark revaluations in 1973-74--West
German exports of automobiles fell from 2.2 million in 1973 to l.4
million-in 1975 (see table C-3).

As mentioned earlier, total West German exports during 1972-75
experienced a rapid decline. Individual companies that expefienced
significant declines included Opel, whose exports fell by 32 percent
from 1973 to 1975; Ford, with a 29-percent decrease in the same period;
and Volkswagen-Audi NSU, with a 40-percent decline. Only BMW recorded
an increase in its exports during this period. In absolute units,
Volkswagen exported 471,000 fewer vehicles in 1975 than in 1973; Opel,
140,000 fewer; and Ford, 93,000 fewer, as shown below (in thousands of
units): ’

1973

. 94

Company Do1972 $ 1974 0 1975
Volkswagenwerk-Audi NSU——====—===-- : 1,077 : - 1,161 : 929 : 690
Daimler-Benz ' : 155 : 152 : 172 : 159
Ford - : 217 ¢ 314 207 : 221
Opel : 423 435 296 : 295
BMW : 89 : 97 : : 102

Source: World Motor Vehicle Data, several issues.

West Germany’s exports of autos to the United States were most
severely affected during 1972-75. Exports to the United States fell
by almost 50 percent, whereas all exports showed a 33-percent decrease.
One of the main reasons for the decline in exports to the United States
was, as mentioned earlier, the revaluation of the deutsche mark in
relation to the dollar. Another significant cause in the export drop
was the waning demand for the Volkswagen Beetle model in the United
States.
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The Government-owned share of automobiles exported to the United
States was approximately 27 to 28 percent of all West German exports
to the United States during 1972-75, as shown below:

Item 1972 1973 1974 1975

Total West German exports to the
United States=—————— 1,000 units—-
Volkswagen exports to the
United States=———-—- 1,000 units--
Government-owned exports to the
United States 1/--1,000 units—-—-
Ratio of Government-owned exports
to total exports to the United
States percent—-—

732 786 655 374

520 550 445 254

208 220 178 102

28 28 27 27

%0 6o 00 00 00 00 00 e oo oo oo lee oo
®e o0 e o0 o0 0o 0e oo 00 oo oo |00 oo
00 00 0 00 00 e 00 o0 o0 00 oo jee oo

® @0 oo 00 oo 00 oo oo oo oo oo lee oo

1/ Estimated based on the ratio of new auto sales of West German
imports in the United States to new auto sales in the United States
of Volkswagen. ' '

The ratio of Government-owned exports of autos to total West German
automobile exports, remained relatively stable throughout this period of
declining exports because most of the major producers experienced
similar declines in their exports. ‘

Canada

Canada’s domestic automobile industry has been dominated by the
American "Big Four"--General Motors, Ford, Chrysler, and American
Motors. These four combined own over 95 percent of the automobile
production capacity in Canada. The remainder is held by Volvo of
Sweden. Government ownership, therefore, is not a factor affecting
the Canadian-United States trade balance in automobiles. Nevertheless,
the Canadian Government has been instrumental in the development of
its domestic auto industry by other means.

In the early 1960°s, the Government sought to increase the share
of Canadian-made components used in foreign-owned domestic automobile
assembly facilities and to increase exports by instituting a duty remis-
sion program for exports. This measure resulted in a formal complaint to
the Treasury Department by the United States automobile industry. Prior
to any U.S. Government action, the two countries entered into the United
States-Canadian Automotive Agreement; this agreement was later imple-
mented by the enactment by the U.S. Congress of the Automotive Products
Trade Act (APTA). The effect of the agreement provided Canada with the
opportunity to gain a greater share of the North American auto market.
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Passenger cars make up roughly three-fourths of the total Canadian
motor vehicle production; this production is completely dominated
by subsidiaries of the four major U.S. auto producers. Ford and General
Motors are the largest manufacturers in Canada; others include Chrysler,
American Motors, and Volvo., The operations of Volvo are extremely small
in comparison with those of the U.S.-based firms.

Large-scale automotive manufacturing has existed in Canada since
the 1920°s, although the industry has experienced its strongest growth
since the 1960’s. From 1950 until 1962, the output of automobiles
fluctuated between 280,000 and 370,000 vehicles per year. Production
jumped in 1962 and, with the exception of strike-troubled 1970, grew
rapidly and consistently through 1973, averaging just less than 12-
percent annual growthe.

Production of the Canadian automobile industry decreased by 5
percent in 1974, compared with 1973, but it fared better than the
automobile industries in most other countries where production declined
by 10 to 15 percent. Two factors that helped the Canadian industry
were (1) continued strong demand for its automobiles and (2) a decrease
in imports of 27 percent from countries other than the United States.
This dropped the corresponding import-penetration ratio for such
vehicles from 18 percent in 1973 to 15 percent in 1974, The Canadian
vehicles made up the difference from the indicated decline in imports.
In 1975, Canadian automobile production decreased again--it was down by
8 percent from 1974; this reduction reflected, in part, sharp drops of
12 percent in exports to the United States and 18 percent in domestic
demand.

An assessment of the Government’s role in the automobile
industry.—The tariff policies in Canada over the years are reflected
in the pattern of automobile production in that country. U.S. firms
originally were attracted to producing in Canada because of the tariff
advantage Canada received in certain countries owing to its membership in
the British Commonwealth. In the post-World War II period, foreign
markets for North American autos declined significantly. Commonwealth
preferences, therefore, were no longer of much importance. What remained
an important inducement for U.S. production in Canada was Canada’s
own tariffs on vehicles and parts imports from the United States. Prior
to the APTA, tariffs on automobiles were 17.5 percent. Canada’s original
tariff on passenger autos was 35 percent. The duty on parts prior to the
agreement was also 17.5 percent, if the product was of a "class or kind"
produced in Canada. If the part was not produced in Canada but a
certain specified level of Canadian content was involved in the part, the
product came into Canada duty free.

This type of tariff structure induced foreign producers to increase
component-part assembly operations in Canada and to ship the components
to a foreign assembly facility where the components would be incorporated
in a major auto component or used in the final assembly of an automobile.
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The major component.or automobile could then bhe imported into Canada
duty free if the Canadian content of the component or automobile amounted
to at least 60 percent of the factory price.

Under the circumstances, however, this method of expanding the
domestic industry did not contribute to the efficiency of production.
Given the relatively small Canadian market and consumer preference
for full and diverse lines of auto models, economies of scale could
not be realized. An alternative was to have the Canadian producers
concentrate on a relatively narrow range of models, mainly geared
for export, and thus achieve economies of scale. Imports would, in
part, satisfy demand for diversity of models. This was a significant
factor underlying APTA.

‘Late in 1962, the Canadian Government attempted to increase
auto exports for the purpose of raising the efficiency of its auto
industry. The program offered a duty-remission plan on imported automo-
tive products when specific increased export requirements were met. By
1974, the duty-remission plan threatened to become a critical issue in
trade relations between the United States and Canada. The U.S. Treasury
began a process of formal review of the Canadian plan. An affirmative
finding would have resulted in the imposition of a countervailing duty
and, thus, would have eliminated what the Canadian Government had hoped
to achieve. Before any finding was reached, however, the automotive
agreement was signed.

The United States-Canadian Automotive Agreement provided duty-
free trade between the two countries in most new vehicles and parts
to be used as original equipment. The agreement also has built-in
safeguards that insure a specified level of Canadian automobile
production in the future.

Trade.—Prior to the United States-Canadian Auto Agreement,
Canada’s exports of automobiles averaged below 8 percent of the total
industry output. After the agreement, exports rose rapidly from the
1965 level of 1l percent of total output to 77 percent in 1973. 1In
1975, however, the export share of total auto output fell to 74
percent. :

Since 1965, most of Canada’s auto exports were shipped to the
United States; for example, exports to this market during the 1972-75
period averaged 96 percent of total Canadian auto exports. Canada
exported 874,000 autos to the United States in 1973; that number fell
slightly in 1974 to 810,000, 1In 1975, automobile export demand was
further depressed by economic conditions in the United States, and the
level of Canadian auto exports fell to 10 percent below the 1974
level.

As mentioned previously, prior to the Automotive Products Trade
Act of 1975, Canada’s exports were relatively low. For example, in the
1953-63 period, total Canadian exports averaged less than 13,000 units
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per year. During this period, there was little worldwide demand for
the large North American automobiles. The United States presented the
main potential export market for the type of automobile products
produced in Canada. But given the U.S. tariff, Canadian production
costs would have to be lower than those in the United States in order
for Canadian-made automobiles to compete in the U.S. market; hence,
exports to the United States during the 1953-63 period accounted

for less than 2 percent of annual Canadian car exports.

The majority of imports of automobiles into Canada have come from
the United States. During 1972-75, U.S. auto producers increased
their share of the total Canadian import market from 63 percent to 99
percent. Much of the growth in the United States’ share of Canadian
imports is the result of the United States-Canadian Auto Agreement.

Japan

Japan has no outright Government ownership of its automobile
industry. However, it was through the Government’s intervention in the
late 1950°s and 1960°s that the auto industry was able to develop into
its current position as the world’s second largest producer. During
those years, domestic industry had the advantage of import protection in
the form of high tariffs and quantitative restrictions, as well as
' protection from the establishment of foreign-owned facilities. Also, the
Japanese Government allowed foreign firms to license technology for
domestic manufacturers’ use under favorable terms. Automobile develop-
ment was further facilitated through financial assistance from the
Government and allowance for quicker depreciation of assets; also
recapitalization requirements were dropped.

In the late 1960°s and early 1970°s, these protectionary influences
were gradually withdrawn. Today the Japanese auto manufacturers are
fully autonomous and competitive in all parts of the world.

Japan’s highly integrated auto industry has exhibited spectacular
growth and competitive success in the last 15 years. It currently
ranks second behind the United States in the production of autos. In
1975, Japan’s output of automobiles reached 4.6 million units. The
industry has risen from the world’s fifth largest producer of motor
vehicles in 1961 to fourth in 1964, third in 1966, and it reached its
present ranking in 1967. A significant part of this growth is attri-
butable to Japan’s success in international markets. From a minor
exporter in the mid-1960°s, Japan became the world’s third largest
‘exporter of automobiles in 1970, second largest in 1971, and the
largest in 1975, when it replaced France.

The growth of the domestic market for automobiles has been equally
impressive. Total automobile registrations in Japan more than doubled
between 1968 and 1975. In 1965, there was only one car for every
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45 persons, but by 1975 there was one car for every 7. Replacement
demand in 1975 accounted for only one-third of new car sales,

In 1972, Japanese production of automobiles was approximately
4 million units. Production increased to 4.5 million in 1973 and then
declined to 3.9 million in 1974. This decline in output can be related
to the fall in domestic dcmand; exports actually increased in 1974
and imports retained their 5-percent share of total domestic demand.

An assessment of the Government’s role in the .automobile
industry.—Government activity in the Japanese auto industry did not occur
until World War II. The need for motor vehicles for war purposes induced
the Government to directly subsidize the development and production of
military vehicles, almost entirely trucks. Commercial use of trucks soon
followed, and production continued after the war’s end while automobiles
remained undeveloped. In fact, trucks dominated Japanese automotive
output until very recently. Even though automobile demand grew dramati-
cally in the 1960°s, annual passenger car production surpassed combined
truck and bus output in Japan for the first time in 1969,

Japan’s current largest producers, Toyota and Nissan, began producing
in the late 1930°s. Although both entered under Government incentives,
neither was established with direct Government investments. The Govern—
ment”s usual role has been to protect and encourage the development of
domestic firms, but not to start them. During the post-World War II
period, the Government-controlled Bank of Japan rescued Toyota from
financial collapse by approving large credit extensions.

In 1951, MITI defined its immediate role in the devélopment of
the auto industry. Basically, MITI’s involvement consisted of the
following: '

(1) Protection of domestic manufacturers from
foreign vehicles through special legislation;

(2) Coordination and admission of foreign tech-
nology for domestic usej; and

(3) Financial assistance from the Government.

Protection from imported autos was accomplished by quotas, tariffs,
and commodity taxe. Also foreign exchange quotas for automobiles

were put into effect. The commodity tax penalized large cars and,
therefore, was designed in part to keep larger autos from entering the

count IYye

During the early and mid-1950°s, MITI was involved in negotiating
licensing agreements whereby the industry obtained foreign auto assembly
technology. Further, under MITI s coordination, the Japan Development
Bank extended reconstruction loans to auto producers in this period.
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The Japanese Government’s role in the auto industry through the
late 1950°s was one of protection and guidance., MITI, however, did not
dominate the producers’ initiative for development. Its policy of
protection was essential for the development of the auto industry. By
the late 1950°s, MITI's role among auto producers was significantly
less than earlier in the same decade. By 1958, the highly-protected
industry was producing 50,000 automobiles and making a profit.

In the 1960°s, Japan’s auto production increased from 100,000
units per year to the world’s second largest. At the beginning of this
period of rapid expansion, the Japanese Government tried to increase the
concentration in the auto industry so that production level efficiencies
through economies of scale could be achieved. However, these efforts
were generally unsuccessful. Five of the smaller producers--Togo Kogyo,
Mitsubishi, Fuji, Daihatsu, and Honda--gained or maintained their market
shares during 1963-65., MITI tried further to stimulate concentration by
removing quantitative restrictions on automobile imports in 1965. Only
one merger of any consequence occurred during the 1960 s--Nissan and
Prince in 1966. The Japanese Development Bank responded quickly to the
merger by granting a $15 million loan for the Nissan-Prince consolidation
efforts. For the most part, industry consolidated efforts were a result
of financial considerations between producers rather than a result of
bureaucratic pressures.

Further lessening of restrictions was accomplished in 1969 when
the Government reduced the tariff on imported autos from 35 percent to
17.5 percent. The tariff was again reduced in 1971 to 10 percent.
U.S. auto producers were still prohibited from capital investment
in Japan until Mitsubishi, against Government wishes, '"tied up" with
Chrysler. Ford and General Motors soon followed with deals with Toyo
Kogyo and Isuzu, respectively. In 1971, MITI discontinued several tax
regulations favorable to auto exports, including accelerated deprecia-
tion and tax-free income reserves for overseas markets.

Trade.—Japanese automakers turned to foreign markets to a greater
degree in 1974 to supplement sagging domestic demand. Exports of automo-
biles increased from l.4 million in 1972, 35 percent of total output,
to 1.8 million in 1975, 40 percent of output, as shown in the following
tabulation: ’

Item f1972 P 1973 Pi9va P 1975
Production=-=====- ---1,000 units--: 4,022 : 4,471 : 3,932 : 4,568
Exports do : 1,416 ¢ 1,451 : 1,727 : 1,827
Ratio of exports to production : : : s

percent--: 35.1 : 32 o4 43 0.9 H 39. 9
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Japan’s exports of autos to the United States increased from
584,000 in 1973 to 712,000 in 1975 (see table C-3). Exports of autos to
the United States, Canada, and Western Europe accounted for approximately
70 percent of total Japanese auto exports in the 1972-75 period. Exports
of automobiles to the United States as a percentage of total Japanese
auto exports declined slightly from 41.6 percent to 38.9 percent over the
same 4-year period, as shown below:

Area or country of destination f 1972 f 1973 f 1974 f 1975
Western Europe 327,623 :357,379 :339,707 : 482,597
United States :590,150 :583,861 :683,580 : 711,902
Canada :143,053 : 75,182 :111,989 : 73,463
Exports to the United States, ¢ : : :

Western Europe, and Canada as : : : :

a percentage of total Japanese : : : :

auto exports——————————- percent--: 74,9 : 70.0 : 65.7 : . 69.4
Exports to the United States as : : : :

a percentage of total Japanese : : : :

auto exports—=——————ce—- percent--: 41,6 : 40,2 39.5 : 38.9

The Japanese auto producers have been successful in recent
years in expanding export markets to make up for slumping domestic
demand. However, there are indications that some markets may become
less accessible to Japanese autos. For example, Australia, a large
market for Japanese automobiles, introduced quantitative restrictions
and raised tariffs on auto imports in 1974 in an attempt to reduce
imports. In addition, Japanese auto import penetration in Western
Europe is an increasing concern and voluntary export controls may be
forthcoming.

Foreign Government Ownership in the World Iron
Ore Industry

Introduction

This section examines the role of government ownership in the iron
ore industry of 21 selected market economy countries, primarily during
the period 1971-75, Specifically, it focuses on the extent of govern-
ment ownership in these countries and assesses. the impact of such
ownership on the United States. Since Brazil and Sweden are, by far,
the most important countries in this respect, they will be discussed in
detail.
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In general, the long-term competitiveness of the various coun-
tries’ iron ore industries is largely dependent upon the country’s iron
ore reserves and resources, as well as the relative efficiency of
its mining operations.

Reserves, as they are used here, are defined as the amount of
iron ore that is available to make a usable product under existing
economic and local conditions. Resources are defined as the amount
of iron ore that could be extracted under more favorable than existing
economic conditions. The grade of the ore on hand is an equally
important determinant in a nation’s iron ore competitiveness. Low-grade
ores cannot be efficiently used in the form in which they are extracted
because of the greater fuel requirements necessary to process such
ores into pig iron; they are first beneficiated (upgraded) into a high-
iron-content product. The ores which are low grade or difficult to
beneficiate include (1) Minette and (2) Bilbao. High-grade ores,
or ores which are easily beneficiated, include (1) Lake Superior,
(2) Kiruna, and (3) Magnitnaya. ' ‘

Summary 'of iron ore findiggg

The data collected during the course of this study reveal that
in 1974, 32 percent (on a gross-weight basis), or 37 percent (on
an iron-content basis) of the iron ore mined by these 21 countries
-was government—owned. 1/ The bulk of this government-owned production
was concentrated in the hands of a relatively few producing nations.
Brazil and Sweden together accounted for 80 percent, on a gross-=
weight basis, or 87 percent-on an iron-content basis, of the iron
ore mined by these 21 countries. ’ '

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, as shown on the following page:

1/ Gross weight is the dry weight as measured; irom content is the
weight of the iron contained in the iron ore.
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: : ¢ Government-
: Total ¢ Government- :owned imports
Year : U.S. : owned ¢ as a share
¢ consumption : imports ¢ of total
: : :_consumption
:1,000 metric :1,000 metric :
: tons : tons : Percent
1971 : 112,400 : 1,700 : 1.5
1972 : 122,900 : 1,100 : 0.9
1973 : 142,100 : 3,000 : 2.1
1974 : 133,700 : 6,130 : 4.6
1975 : 113,200 : 6,290 : 5.6

Brazil and Sweden were the principal sources of these government-
owned imports, supplying over 99 percent of such imports in both
1974 and 1975. Brazil alone supplied over 95 percent of government-
owned imports in those years. .With the exception of Brazil, U,S.
imports of government-owned iron ore were insignificant during the
period 1971-75, '

Production

In 1974, total world iron ore production amounted to 895 million
metric tons, of which 591 million metric tons, or 66 percent, was
accounted for by market econmomy countries. The remaining 34 percent
was mined by nonmarket economy countries, of which the Soviet Union
was the most important. Approximately 340 million metric toms, or
58 percent of the total market economy production on a gross-weight
basis was accounted for by the 21 countries, as shown on the follow-
ing page:
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Perceut of : Percent of

Item : Production : world total,:PrOduCtion’ :tworld total,
;8ross weight:ggpss weight :iron content, i, on content
:1,000 metric: :1,000 metric:
: tons H : tons :
World : 895,000 : 100.0 : 526,000 : 100.0
Market economy—--: 591,000 : 66.0 : 356,000 : - 677
Nonmarket : : : :
economy———=—==-= : 304,000 : 34,0 : 170,000 : 32,3
Sample coverage: @ : : :
Government— : : : :
owned=====—=——- : 108,000 : 12,1 : 74,000 : 14,1
Private sector-- 232,000 : 25.9 124,000 : 23.6

Gross production of government-owned iron ore totaled 108 million
metric tons, or 32 percent of the total ore mined by these 21 countries,
in 19740

Because the iron content of the ore mined varies considerably
from region to region, production figures in terms of gross weight were
converted to an equivalent iron-content basis to account for this varia-
tion. These figures better reflect the marketability of the various
grades of iron ore.

The tabulation on the following-page shows the production of
government-owned iron ore on an equivalent iron-content basis for 1974:
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Government—owned production

Country ¢ Equivalent iron- :As a percentage
¢ content basis, of total
: 1974 ¢ _production
Brazil : 44,600 : 75
Sweden : 19,656 : 86
Norway : 2,444 96
Mexico : 2,437 73
Austria : 1,311 : 100
West Germany H 1,130 : 80
United Kingdom : 949 : 100
Finland : 614 : 100
Spain : 479 12
Italy : 261 : 100
Argentina : 66 : 100
Total : 73,957 : -

In 1974, approximately 37 percent (on an iron—-content basis) of the
ore mined in these 21 countries was government-owned, of which Brazil
and Sweden accounted for 87 percent. In all, 11 of the 21 countries
exhibited at least some degree of government-ownership of their iromn
ore mining industries. More extensive data are available for the
years 1971-75 in table C-4,

Four important government-owned iron ore producers can be identi-
fied from the tabulation on the following page. The largest is the
rapidly expanding Companhia Vale Do Rio Doce (CVRD) of Brazil, with a
projected 1977-78 capacity of 52.8 million metric tons of iron. Next is
the slowly expanding Luossavaara-Kiirunavaara AB (LKAB) of Sweden, with
an estimated 1977-78 capacity of 23.1 million tons. Third is the newly-
created Sidemex of Mexico, with a 1977-78 capacity of 5.0 million
tons. Last is Companhia Siderurgica Nacional of Brazil, with a 1977-78
capacity of 4.6 million tons. Most of the other central government-
owned iron ore producers are much smaller, having capacities under 2,0
million tons, as shown on the following page:
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, : ¢ Productive

Company . Country . capacity

H tMillions of
: tmetric tomns,
: tiron content
Companhia Vale Do Rio Doce (CVRD)=-===-=-=-: Brazil : 52.8
Luossavaara-Kiirunavaara AB ¢ Sweden : 23,1
Sidemex ¢ Mexico : 5.0
Companhia Siderurgica Nacional-——======- ¢ Brazil : 4,6
Sidbec-Normines, Inc. 1/ : Canada : 4.0
Salzgitter A.G ¢ West Germany : 1.9
British Steel Corp ¢ United Kingdom : 1.8
A/S Sydvaranager : Norway : 1.7
FABMIL 2/ : Argentina : 1.4
VOEST-Alpine AG ¢ Austria : 1.4

1/ This producer, formed in 1976, is 50.l-percent owned by Sidbec,
the Government-owned steel producer owned by the Province of Quebec.
2/ New capacity not in operation in 1974-75,

Trade impact on the United States

When viewed in the aggregate, U.S. imports of government—-owned
iron ore, constituted only a minor share of U.S. iron ore consumption
(on a gross-weight basis) during the period 1971-75. Imports ranged
from a low of 0.9 percent in 1972 to a high of 5.6 percent in 1975,

When viewed in the context of total U.S. iron ore imports,
government-owned imports constituted a small but increasing share of
this total during the period 1971-75. Imports ranged from a low
of 3 percent in 1972 to a high of 13.2 percent in 1975, as shown
on the following page: : o
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: : Government— ¢ Government-
v . Total U.S. iromn fowned importsfowned imports
ear . ore imports |  from 21 :ofa:o:aih:rg
. . countries . imports
: : 1,000 metric:
:1,000 metric tons: tons : Percent
1971 : 40,766 : 1,700 : 4,2
1972 : 36,333 : 1,100 : 3.0
1973 : 44,025 3,000 : 6.8
1974 : 48,798 : 6,130 : 12.6
1975 : 47,490 : 6,290 : 13.2

To a large extent this increase in government-owned exports to
‘the United States was attributable to irncreased shipments from Brazil,
much of which was government-owned as shown in the following tabula-
tion (in thousands of metric tons, gross-weight basis):

Country . 1971 01972 11973 1 1974 1975

Brazil : 1,801 : 1,132 : 3,234 : 6,677 : 7,646
West Germany : 0: 0: 0: 17 : 0
Mexico : 21 : 0: 0: 0 : 54
Norway : 0: 0: 0: 0: 0
Sweden : 181 : 176 : 278 : 340 : 185
United Kingdom——---————-- : 1/ ~ 0 0: 0: 0
Other 138,763 : 35,025 : 40,512 : 41,763 : 39,605

Total : 40,766 : 36,333 : 44,024 : 48,797 : 47,490

1/ Less than one-half unit.

U.S. imports of iron ore from Brazil increased steadily from
1.8 million metric tons (gross weight) in 1971 to 7.6 million metric
tons (gross weight) in 1975. In 1974, Brazil shipped 6.7 million
metric tons of iron ore to U.S. markets, of which 5.8 million wmetric
tons were supplied by the Government-owned firm, CVRD. These
Government-owned shipments from Brazil accounted for 95 percent of
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government—-owned U.S. iron ore imports from these 21 countries. The
remaining 5 percent was supplied largeiy by Sweden.

Brazil

Brazil is the principal producer of government-owned iron ore
in the world. This ore comes mostly from the Companhia Vale do Rio
Doce (CVRD), which has a 1977-78 productive capacity of 53 million
metric tons of contained iron.

The Brazilian iron ore industry is composed of a number of Govern-
ment—-owned and private-sector companies. Five of these companies are
significant producers--CVRD, which is 85-percent government-owned,
Companhia Siderurgica MNacional (CSN), which is 87-percent Government-
owned, and Mineracoes Brasilieras Reunidas S.A. (MBR), Ferteco
Mineracao S.A. (Ferteco), and S.A. Mincracao da Trinidade (Samitri),
each of which is entirely from the private sector.

A proposed joint venture of CVRD with U.S. Steel Corp. could
result in additional production of iron ore. This venture, Amazonia
Mineracao S.A. (AMZA), would involve a 50-million-ton-a-year mine
at Carajas in the Amazon Basin, a 1,000-kilometer railroad, and port
facilities near Itaqui. The total cost would be over $2 billion.

The resources total 16 billion tons, averaging 66-percent iron--enough
for centuries. However, U.,S. Steel Corp. is withdrawing from the
project. CVRD believes that the departure of U.S. Steel from the
venture will have little effect and plans to go ahead with or without
a partner.

Production of iron ore in Brazil, which has doubled in the last
5 years, is heavily centered in the Iron Quadrilateral of Minas Gerais,
although this dominance is declining. Iron ore production and exports
in 1974 from the largest company to the smallest significant producer
are as follows: CVRD produced 48.5 million metric tons, 95 percent of
which was exported; MBR, 8.3 million metric tons, 83 percent of which
was exported, Samitri and Ferteco together produced about 8 million
metric tons, 80 percent of which was exported; and CSN about 3 million
metric tons, almost none of which was exported. The following tabula-
tion shows the dominant role of CVRD in the Brazilian iron ore industry
from 1971 through 1975:
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: H : : ¢ Share of
Year ¢ Brazilian : CVR ironmn : CVRD :CVRD exports

: production: ore sales : exports : shipped to

: : : tUnited States

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

‘metric tons:metric tons:metric tons: Percent
1971 : 42,672 26,613 : 25,296 : 6
1972 : 46,469 : 28,054 : 26,178 : 4
1973~ : 50,506 : 39,630 : 37,513 : 8
1974 : 73,955 48,458 46,214 12
1975-- : 71,724 ; 50,102 : 47,260 : 12

Brazil’s iron ore industry, a historical perspective,—The
Braziljan Government created CVRD by Law 4352 on June 1, 1942 for the
principal purpose of increasing exports of iron ore. CVRD was created
by the merger of Companhia Brasileira d2 Mineracao e Siderurgia S.A.
and Cia Brasileira Itabira de Mineracao S.A. The Government holds all
shares of the common stock and 53 perceat of the vreferred stock. The
ore deposits CVRD was chartered to develop are located at Itabira in
the State of Minas Gerais. Iron ore was first exported from the port
of Vitoria in 1942, and as CVRD has grown, initial annual exports of

about 35,000 metric tons increased to over 47 million metric tons by
1975. ‘

Over the years CVRD has become a very large, diverse, and profit-
- able corporation. Its scope has been enlarged to include other
commodities in addition to the mining, transportation, and marketing
of iron ore. Total revenues were $732 million in 1975, up 59 percent
from 1974. Net profits were $204 million in 1975, up 39 percent from
1974, Net profits as a percentage of revenue was 28 percent in 1975,
down from 32 percent for the previous year. The investment allocation
for 1975 showed how diverse an operation CVRD has become——6é& percent
went to activities related to iron ore, 14 percent to wood and pulp,
12 percent to other mining activities and the balance to research

and other activities.

CVRD markets through long-term fixed-quantity sales contracts,
usually through its subsidiaries. Long-term contracts cover about
85 percent of CVRD’s exports and about 95 percent of total sales.,
Usually the contracts are for a period of 10 years and specify annual
deliveries of fixed quantitie- of ore by product type. CVRD and
the buyer have the option of varying the scheduled annual quantities
by no more than 10 percent. Reductions in delivery and early termina-
tion of the contract are not allowed, except under highly unusual
circumstances. CVRD usually exports about 35 percent of its ore to
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Japan, 40 percent to Western Europe, and the balance elsewhere.
Contract deliveries of the 1975-83 period already total 522 million
tons, an average of 58 million tons per year; this situation greatly
assists CVRD s planning and fund-raising position.

CVRD has developed and equipped a number -of modern mines. It
has a high-intensity wet magnetic separation plant at the Caue mine,
the first of its type in the world; similarly its other mines also
have modern equipment. CVRD’s properties include the Caue mine with a
capacity of 46 million metric tons, the Conceicao mine with a capacity
of 11 million metric tons, the Dos Corregos mine with a capacity of 4
million metric tons (soon to be merged with the Conceicao mine into an’
expanded 25-million-metric-ton-capacity mine), and the Picarrao mine
with a capacity of 3 million metric tors. The Periquito mine is new
and will begin production with a capacity of 7 million metric toms this
year. Other new projects are also planned.

CVRD has large investments in iron ore transportation. Most
of its ore travels over its own railroads to its own port facilities,
after which about 16 percent of the ore is shipped overseas in CVRD
ore carriers. Private-sector companies also use CVRD s railroad
and port facilities, which will handle 250,000 ton ore carriers.
CVRD has a modern railroad stretching 548 kilometers from Itabira to
the port of Tubarao. The Tubarao ore terminal now has a capacity of 80
million metric tons per year. CVRD is having 17 bulk cargo and ore '
carriers built to add to its existing 14 ships. o

CVRD is expected to increase the capacity of its mining/railroad/
port complex to handle exports of 90 to 100 million metric toms per
year by 1980 and 130 million metric toms by 1984. The total invest-
ment in new facilities by 1980 will be $10 billion. According to
CVRD reports, this represents 10 percent of the total expected invest-
ment in Brazil in this period. ‘ :

An assessment of the Government’s role in the iron ore industry.—
CVRD exhibits a high degree of competitiveness because of its new
equipment and modern technology, and because it has more than a century’s
supply of iron ore (without including Carajas reserves) at the proposed
100 million metric ton capacity level. The proportion of U.S. imports
shipped from CVRD alone has more than doubled in the last 5 years.
About 85 percent of the Brazilian iron ore imported into the United
States in 1974-75 came from CVRD properties. The principal benefits of
government ownership which accrue to CVRD are the economies of scale
resulting from the merger. It benefits even more from its long-term
contracts, which allow for better planning and easier access to capital;
contracts, which allow for better planning and easier access to capitalj;
such contracts are also fairly common in the industry among private-sector
producers. o o

Companhia Siderurgica Nacional (CSN), the operator of ‘the-large
" Volta Rendonda steel plant, is the other significant Government-owned
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iron ore producer. Its principal mine is the 3-million~metric-ton-
capacity mine, the Casa de Pedra, located in the Congonhas district.
Under present plans, this mine will be expanded to a capacity of 7
million metric tons by 1978 with the help of Kaiser Engineering. A
10-million-metric~-ton-capacity beneficiiting plant will also be
installed. CSN's iron ore reserves total 282 million metric tons,
containing 183 million metric tons of recoverable iron, a 40-year
supply. When compared with CVRD, however, CSN is a minor exporter
of iron ore. ’ “

The role of the Government in CSN is mixed. In earlier days
the Government benefitted CSN by providing the investment that the
private sector did not and leaving it under competent technical
management which allowed it to operate efficiently and to expand.
In more recent times,. however, the Government may have had a detri-
mental effect on CSN’s steel operations by helping to build its com=-
petitors, such as USIMINAS and CQSIPA, while allowing CSN’s manage-
ment to deteriorate, by lowering Brazilian tariffs on steel products
in 1967, by requiring all capital equipment purchases to be made.
domestically, and by instituting price controls on steel products.

Trade.—Brazil’s iron ore producers, both Government owned and
private sector, are highly competitive.in world markets., Most of the
producers are interested in exporting, exemplified by the fact. that
Brazil’s portion of U.S. iron ore imports increased from 4 percent in
1971 to 16 percent in 1975, as shown in the following tabulation (gross—
wveight basis): o e S , ’

¢ Brazil’s :Brazil’s: U.S. :Ratio of U.S.

1975--:1/ 59,000 :

e
. . - °

: total : total : Net : imports : Total timports from
Year: : - . i trade o . U.Se. X
: iron ore :iron-ore: balance : from : imports : Brazil to
exports :imports : ¢ Brazil : ttotal imports
-+ 1,000 : 1,000 - :- 1,000 ¢ 1,000 : 1,000

¢ metric : metric : metric : metric : metric :

. tons : tons:: ~tons tons : tons : Percent
1371--: 31,020 : - 0 : 31,020 : . 1,800 : 40,766 : 4
1972-~: 30,512 : . . 0 : 30,512 ¢ 1,132 : 36,332 : 3
1973-=: - 44,963 0 : 44,963 - 3,234 44,024 : 7
1974==: 59,439 0 : 59,439 6,677 : 48,797 : 14

0 :1/ 59,000 : 7,646 : 47,490 : 16

1/ Estimated.



70

The similarities in export trade that exist between the Government-
owned Brazilian companies and privately owned iron ore companies located
in other countries, suggest that the Government-owned producer may have
had no significant advantage over the private sector producer. For
example, Australia, a major world iron ore producer, with no Government
ownership, increased its irom ore output by 22 times from 1960 to 1975,
while CVRD multiplied its output 1l times; all Brazilian producers
comhined multiplied their output by .only 8 times.

Sweden

Sweden’s iron ore industry, which is approximately 86-percent
government-owned, produced 36 million metric tons (gross weight) in
1974. Because it has immense iron ore reserves of good quality, ’
it is a major iron ore exporter, especially to the European market.
Although Sweden is the second largest exporter of government-owned iron
ore to the United States, its exports accounted for dnly 0.4 percent
of total U.S. iron ore imports in 1975. '

Sweden has three important iron ore producers, the most important
being Luossavaara-Kiirunavaara AB (LKAB), which is 96-percent Government-
owned; Tuolluvaara Gruv AR (TGA), a separate Government-owned producer
before 1974, is now part of LKAB. HNext in importance is the private
sector producer, Granges AB, which holds the remaining 4 percent
of LKAB. Third in importance is Stora Kopparbergs Bergslags AB (SKB),

a large diversified private-sector corporation. Total shipments
and the percentage of the total that was exported, by companies, are
shown in the following tabulation:

e

: LKAB f Grénges i SKB
VYear : : Share of : : Share of : :Share of
‘ dors ¢ total i . ¢ total : : total
:Shlpmentb: shipment ;Shlpmentsz shipments:Shipments:shipments
: : exported : : : exported : : exported
: 1,000 :+ 1,000 : 1,000 : :
: metric : : : metric ¢ : metric :
: tons : Percent : tons : Percent : tons ¢ Percent
1971 == mmmmm : 26,800 : 90 ¢+ 3,670 : 39 : 954 : 1/
1972 ===~ : 25,805 94 : 3,297 : 54 : 921 : 0
1973 ——=ame- : 30,600 : 94 : 3,836 : 61 : 874 : 0
1974=mmmmee=: 32,151 : 93 3,385 : 49 1,718 : 1/
1975-=——==-: 1/ 1/ : 1/ 1/ : 1/ = 1/

1/ Yot available.
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Sweden’s iron ore industry, a historical perspective.,—LKAB, the
second largest government-owned iron ore producer in this study,
operates quite similarly to a private company, except that its profits
are generally diverted to areas throughout the entire Swedish economy
for research and development, particularly to develop industry in
northern Sweden. LKAB, a vertically integrated producer, owns iron ore
mines, concentrating and pelletizing plants, railroads, and ship-loading
facilities. Majority Government ownership dates from 1907 and the
proportion has not changed since 1957.

LKAB is a financially viable, slow-growth company. It is under
financial pressure from the high costs of mining its deep underground
mines., Its sales arrangements are medium-term and fairly flexible.
With the exception of a pelletizing plant constructed in 1973, its
physical plant does not appear to be expanding rapidly. LKAB operates
extensive transportation facilities with its own railroad line to the
Norwegian port of Narvik, and has ship-loading facilities there,
including a new quay under construction. The Swedish port of Lulea
also houses some of LKAB’s facilities. It has interests outside
Sweden, such as providing technical assistance in studying iron ore
deposits in Guinea and Algeria.

LKAB is definitely a competitive producer with very large iron
ore reserves. It has an efficient and modern technology, although at
present it is not rapidly expanding production. LKAB exports jointly
with Granges through Malmexport, an iron ore sales agent which is
equally owned by the two companies.

Granges, although privately owned, is detailed here for compari-
son with the Government-owned firm of LKAB. Granges was incorporated
in 1896. Currently, it operates two underground mines, the Grangesberg
and the Strassa. Like LKAB, Granges, has equipped its mines with
modern machinery. Over half of the iron ore pellets made by Granges
are produced by using its own cold-bonding process (Grangcold). Iron
ore reserves for the Grangesberg mine total 165 million metric tons of
Kiruna-type ore, averaging 57-percent iron, and for the Strassa mine,
310 million metric tons of Lake Superior-type ore, averaging 33-percent
- iron. Reserves for the two mines probably represent an 80-year supply
at present production rates, allowing for concentration. This compares
with iron ore reserves for LKAB of 2.46 billion metric tons of Kiruna-
type ore, averaging 60-percent iron, also an 80-year supply.

An assessment of the Government’s role in the iron ore industry.—
Sweden”s iron ore industry is internationally competitive. The
producers have large reserves of good iron ore. Both the Government-
owned and private-sector producers have modern and efficient
technologies, although they both tend to be high-cost producers.

They regularly update their facilities, although large expansions
are uncommon.
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Trade.—Sweden’s trade balance in iron ore decreased from 1971 to
1975, reaching a maximum of 33.4 million metric toms in 1974, as
shown in the following tabulation:

: Sweden’s : Sweden’s : : Government-
: total : total :° Trade : owned
Year .

: iron ore : iron ore : balance : exports

: exports : imports : :

: 1,000 : 1,000 ¢ 1,000 :

: metric ¢ metric : metric :

: tons tons : tons @ Percent
1971 : 26,180 : 2 : 26,178 : 88
1972 : 27,610 : 0: 27,610 : 88
1973 : 32,917 : 0: 32,917 : 87
1974 . 33,503 : 82 : 33,421 : 89
1975 : 23,081 : 318 : 22,763 : 1/

1/ Not available.

Sweden’s iron ore trade with the United States is limited,
accounting for only 0.4 percent of total U.S. iron ore imports in
1975. Sweden markets most of its iron ore in Europe, typically sending
35 percent to West Germany, 30 percent to Belgium-Luxembourg, 15
percent to the United Kingdom, and the remaining 20 percent to its
‘other trading partners.

Ten countries exhibiting government ownership

Ten countries in the sample have government-owned iron ore -
producers of lesser importance than those in Brazil and Sweden. 1/
The ten countries in the sample account for 13 percent of government-
owned iron ore production on an iron-content basis and 20 percent
on a gross-weight basis. In general, the government-owned exports :
of these countries had almost no impact on the U.S. market in 1971-75,
accounting for less than 1 percent of annual U.S. imports.

Of these 10 countries, Mexico is the most important when examined
in terms of potential impact on the U.S. market and in terms of
an active and growing role for the Government. Norway is much less
important in terms of both the U.S. market and the Government-role :
criteria.

1/ Mexico, Norway, Canada, Austria, West Germany, United Kingdom,
Finland, Spain, Italy, and Argentina. :
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Mexico has an important irom ore industry which has been expand-
ing rapidly in recent years. Iron ore is produced by a variety of
companies, most of them Government-owned or influenced. These companies
are likely to be consolidated into Sidemex, a holding company. 1/ Altos
Hornos de Mexico S.A. (AHMSA) is 80-percent Government-owned and
produces through La Perla Minas de Fierro S.A., its subsidiary,
Siderurgica Lazaro Cardenas Las Truchas, S.A. (SICARTSA), which started
production in 1976, was 88-percent Government-owned when formed.
Fundidora de Monterrey, which is currently 40-percent owned by the
Government’s Nacional Financiera, is going through a financial
reorganization that could result in additional Government ownership.
Hojalata y Lamina S.A. (HYLSA) a privately owned firm, produces iron
ore through its subsidiary Las Encinas, S.A. The relative importance of
these companies can be shown by their 1974 production: AHMSA produced
2.4 million metric tons, Fundidora produced 1.6 million metric tons, and
HYLSA produced 1.5 million metric tons. The Concorcio Minero Pena
Colorada S.A., a consortium composed of AHMSA, Fundidora, Nacional
Financiera, and HYLSA, now produces ore from the Pena Colorada deposits
at Manzanillo. This consortium will probably be ‘under heavy Government
influence because its membership is mostly Government—owned. The owner—
ship situation is quite fluid at this time.

The iron ore producers are all integrated steel companies that
usually have their own coal and manganese mines, except for the Pena
Colorada consortium. HYLSA‘s production of prereduced iron ore (sponge
iron) is unique in Mexico., HYLSA was a pioneer producer worldwide with
its direct reduction process using natural gas, which Mexico has in
abundance as a result of recent discoveries,

The Mexican iron ore industry has been expanding rapidly and
has the reserves to continue expansion. SICARTSA has just begun operat-
ing its 2-million-metric-ton-iron ore pelletizing plant, and Pena Colorada
has also begun operating its le5-million-metric-ton pellet plant. The
other producers are also expanding their operations; in particular, HYLSA
is building a 400,000-metric-ton prereduced iron ore plant. The expansion
can continue because Mexico has enough iron ore to last 75 years, based
on total reserves of 680 million metric tons, gross-weight basis and
total productive capacity of 9.1 million metric toms, gross-weight
basis, or 5.4 million tons iron-content basis. Increasing production
to displace imports, which usually total about 1 million tons of iron
(mostly scrap), would make the supply last only 60 years. The producers
have been planning further expansion, particularly Pena Colorada, but
most are likely to be delayed for a few years because of an unfavorable
balance-of-payments situation.

1/ The new entity will be called Sidemex in this report, although the
Government has not yet made a final decision about its title.
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The Mexican Government interacts vigorously with the iron ore
and steel producers, in addition to its efforts to gain greater owner-
ship and control. It discourages exports of prereduced iron ore
(sponge iron) by taxing such exports and by prohibiting long-term
export contracts. A new mining law that provides for a larger .
Government role in mining may also increase the role of Government in
iron ore.

The Government has recently devised a coordination plan for |
its steel industry. The intent of the plan is to increase Mexican
competitiveness in world markets by avoiding duplication among product
lines, balancing the supply and demand for each kind of product, and
dividing up the market on a geographic basis.

Mexico has not been an iron ore exporter. However, short-term
export markets are now being sought for 250,000 metric tons of prereduced
iron ore. The most likely destination is the United States. Substantial
exports of steel, prereduced irom ore, or possibly iron ore are likely
during periods of domestic oversupply, such as a recession.

Norway has three moderate-sized producers plus some other minor
producers not mentioned. The largest producer is A/S Sydvaranger,
which is 5l-percent owned by the Government but operates as a private
company. Next is A/S Norsk Jernverk, which is entirely Government-owned.
Last is Fosdalens Bergverks A/S, which is also entirely Government-owned.
The minor producers are private-sector companies. The relative ' ’
importance of these largest companies can be shown by their production:
Sydvaranger produced 2.36 million metric tons in 1973 (2.38 million in
1972), Norsk Jernverk’s Rana mine produced 0,95 million metric tons in
1973 (0.83 million in 1972), Fosdalens Bergverks produced 0,51 million
metric tons in 1973 (0.50 million in 1972), and the minor producers
combined produced 0.15 million metric tons in 1973 (0.18 million in-
1972). Norway is of minor importance in the U.S. market because 96
percent of its iron ore exports typically go to European destinations
and because relatively small iron ore reserves will limit expansion
possibilities for production and exports. Production has not been
expanding during the 1971-1975 period.

Other nations

A number of countries have important government-owned iron ore
industries, in addition to the ones selected for this study. 1/
Important government-owned iron ore industries that ship sighificant
quantities of iron ore to the United States are found in Venezuela and
Liberia,

1/ These countries were excluded from the 21 sample countries for
reason of overall report uniformity.
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The iron ore industry of Venezuela is now Government-owned and
has been since the local iron ore mining subsidiaries of U.S. steel
companies were nationalized in late 1974, The ore is still being
sold to the former parent companies and shipped to the United States.
Venezuela is planning to multiply its steel output and thus increase
domestic iron ore consumption. Present capacity is 33 million metric
tons, gross-weight basis, and iron ore reserves total 2.1 billion
metric tons, a 60-year supply.

Many of the Liberian iron ore producers are half Government-

owned. These companies are the German Liberian Mining Co. and the
National Iron Ore Co.; they account for about 40 percent of total
productive capacity. The LAMCO venture also has substantial Government
ownershipe. Present capacity is 30 million metric toms, gross-weight
basis, and iron ore reserves total 2.0 billion metric tons, a 65-year
supply.
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Appendix A

List of major government-owned industrial
firms, by countries
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