L CTove—
'y
%
Y
IR,

' ARIY INDUSTLIAL COLLGL
asinngton, D. C.

Course 1$38~1940

PropIil S AND TRENDS O T IRON \VD ST T LIDUSTRY
by
Dr. Valter 3. Touver

Executive Secretary
Amcrican Iron and Steel Instaitute

November 21, 1939

ATC 122(1/4/40)8 3



e

PROBLEIS AND TRENDS Or T.L II. N AND ST.LT INDUSTRY

i

I have asked that you be given in advanée of our discussion
a set of pages on which you will find perheps a somewbal anpalling
array ol figures, It aluays seems to nme, hovever, tnat to Tavc the
figures on paper rather than n the air is very melpful, because
there 1s not much of anything that i1s more deprescing than an
atmosphere laden with statistics. T aave put them down on paper
for you so thet you may have them ior your owm refereance at your
own convenience or if you prefer you can aignore them envirely.

The subgect of which I an asked to talk to you t.1s morning,
"Problems and Trends of the fron and Steel Industry! is ratier
large in 1ts scope, 1f one would undertale all that raght be said
on ertner of those two catejories., Perhaps I made a mistake in
not suggesting to Colonel iales, who I understand is preveated by
1llness this morning fron being here, that ne coald relreve e of
boring youv this morning by assigning you to attendance at the
hearings a couple of weeks arc by the Temporary National lcononic
Committee 1n respect to the Steel Industry, If you had sat
through those hearings you would have learned much more taan [
can possibly undertale to tell you this morning, and you would
have learned particularly that one of the praincipal problems of
the Steel Industry s to throw light into some rather foggily
shrouded minds, T was termbed al cne stare in listening to those
hearings to paraphrase or su Jlement the vell-lmown saving that
A little knowledge 1s a dengerous thing'! by adding that "no
knowled e 1s fotalt,

It 1s always a labtle dafficult to know eractly where to
start in discussing problems and lrends wn ithe Steel Industry,
Last year, when I had the pleasute of being here before vhal was
then said Lo be the best of tne classes, but L uncerstand teat 1t
has now been superseded by the class before re, L 1as able to say
that the principal. problem then before the Steel Industry vas to
find orders, 'ell, 1t 1s only tuelve months since then and the
principal problem of the Steel Industry now 1s to fill orders,
and I don't knowr of any be.ler wey to cueracterize the probler s of
the Steel Industry than to ncte the uns and doims e p rienced 1n
the last three yeers, In 1937 tne industry esta'Jished a high level
of activity gaged 1n bterms of actual tons produced, In 1938 1t
dropped down i1n scale of operations to a Jevel almost ruinously
low, and row, i1n the current week, rore steel 1s being rade than
has ever been made any other week, either in peace of wartime in
the United States, llanifestly, waith varistions of thal sort in the
run of activaity in the industry there are bound to be many kinds of
problems of operations and production,



llost of those, nowever, are iaternal to<the inoustry and are
felt oniy a little, 1f at all, by the people oulcide the industry
who are using 1its prooucts, Perhaps that statenent ought to be
gualified 1n part to take ca.e ol the present s tuation of press
1oy delivery of naterial from consumeis who are, i1n a <00d 1any
instance- a.cording to reports, not avle to et as prompt delivery
of ac »uacl material as they . ould like to have., I am sure that
that slalecent mill su gest to some of.you the desire to ask a
question later as to there are the botllerecls in the Steel Industry
and so T shall not ansuer tbet question now,

In the swatistical-tables that I hove giver you [ want you to
note the various kands of statiscics tuere imvaich I have selected
in order to set before you in accurate measure sone of the funda-
mentals of the andustry, notally, capital figurcs and wroduction
fignres 1n different representative véars over a space of 2 .proxi-
nately three decades, to trace the effects of diiferent conditions
at difierert times on tie progress aid acuvivaty of tne ndustry,
I went particularly to lrave you copere the fi ures or blast furnace
statistics which appear 1n tie secornd ta.le oa pa_e 1 wath the
figares 1n the first and second tables on page 2 wiich snow first,
the steelmaking figures and secondly, the relationship betcen the
pig iron and steel ingot fagures, Those comparisons will lead you
imoedilately to the fairst snd one of the most fundamental problems of
the 1ndustry wath respect to raw materials,

The basic raw materials of the Steel Industry - ore, fuel,
stone - are available .un the United States arr adequete and, for
current requirements, wnlimited quantities. The quantities and
qualities of those basic materials zvailable dorestically leave
little 2f anything to be desired. The proouct of tiose, as far as
the steel industry is concerned, 1s vig iron and as soon &S you have
produced pig iron by smelting of i1ron ore, you immediately find
yourself requiring certain other auxiliary materials, like nanga~—
nese, for exanvle, to help in the pwrification of pig iron for the
production of steel, and like iron and steel scrap for use in open
hearth steel ma*ing furnaces, in order to facilitate certain
processes of productionand get the best results and practices,
under present day conditions,

"That you have then aie three basic materials for the proluction
of pig aron, and aud tvo more, rangsnese and scrap for the production
of steel — Dlain steel, simvle sivecl, As soon as you go 1mto the
more specialized quality of steel, the so-called alloy steels, then
1mmediately comes vhe subjgect of alloying materiels, Prominent among
those are to be noted nickel, chromium, molybednum, tungsten, and
vanadium, Unfortunately, the majority of tiose are not available
in the Unzted States in adequate quantities for our requirements and
when we fand that fact with reference to elloying metals we should
Turn back ana note also that we are not now able to produce
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domestically enough manganese for our oun requirenenis, On that
subject ] am sure trere are sare cucstions 1n vur minds an’ 1
shell mot deprave you of the chance wo ask them.

Those alloying netals for = 1ch ve are deosendent on the cut-
side vorld are aong Lhe aosl es enticl strete rc materrcls i’ich
ve need fron overseas or foreign sources, ‘olybdemurm .e 2ve in
abundance in 1t 1s countbry, .ore than i obtner knom de.osite in
ithe world and es our hnovleo e of © e useiviness of nolybcemu 14
steel making increases, 1t a jears tnat mol, bdenum w71 make steel
have the thin_s or impart Lo stecl rany of ithe cuctaties “wreoolore
deermed to be avarlable only by th. use of oth r maberiais,

Then there aie taree noce rawerials escentiel for certain oarts
of tre sveel incustry -~ coatin, iaterials, tin, zwnc, and lead -
tin  for maling lLia dlate, zinc for making pslvan.zed procuct., lead
to be used 1in conjunction <t tain 1n the manufaclure of ce.tain
other coated products. IJinc anc lead are ol domestic origin un
adeguale amounls — tin, notb. e must drav lin from oveiseas scurces
and at the present time, among the consumcrs of tin i1n the Steel
Induslry, btaere 1s a considevsole uncertainty s Lo the adequacy
of 21 su~mlies at reasonavle prices, 1tbhoub tin there could be
no tin >lale, inthout tin slate, no camned fcocs for tae milatary
arr of the _overmment,

There you hove the larger problems wita refesrence to ra
materaals and an conjunction with those problers of supplics of
raw materials there are one or tio wrends whach I yvould Iale to
mention,

There 1s an wncreasing use of allioring netals becanse of the
gcroiang recogartion or the gossioilibies of Logelay cuslaitizs v
porited to stee’ Ly the addition of specified wercerteces of other
reterials 1n conjunction 12Ta 1ron,

The so—-called specafication stezls v 1cn sre becwunpg constantly
nore i1mportant in tae indusiry are related in large part bo the use
of alloying metals,

The growing importance of tread toaze t e use ol scrap 1s
revealed 1n a general asy by tae second talle on page 2 in ir -ch
1s shown the relatzons.im betueen tue >roductinmn of steel nalang
p1g 2ron and the output of steel ingots. You 12kl note that wn
the early years shovn in tone talle tre »roductior o. steel making
p1g iron e:zceeded seventy; per cent of tiwe total Lomnape of sleel
tumed out 1n a year bub rore recently on*y about sivty per cent.
That s an indirect vay ol measuring the "ncreasiag Lijortance of
sCrap.
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Scrap 28 becoming increasingly important and 1f you con't ask
me sore gquesvions a.oub 1t I shall be casappointed. I snould say
tis further concerming scrap, thot a great deal of scrap i1s pro-
duced in the process of nanufactvring steel, as indacated by the
right hand column of figures in the first table on pace 2, shoving
the percentaze of yield from steel to finished product. The first
figure in that right hand column is wrong, "nstead of 94,9 por cent
1t should be approz.imately 8L per cent. Lven wit~ that correction
you see that yreld hos been a diminishing perceantage. The drfference
between ingot and finished product is honc made scran, and thet
goes back anto the furnace,

Two other important sources of scrap - one, jenerated in the
process of manufacturing articles out of steel, as in the autorotive
industry where approximstely tventj-five or tiurly per cent of ail
the steel products fabricated become scrap in the process of fabri-
cation., The percenbtaze varies in other industries. And then as a
second 1mportant source of scrap, the scrapning of industrial equip-
rent, tearing up of old rails, junking of auto-obiles and railroad
cars, tearing dovm steel frare bwaldings, junkang of many different
kinds of agricultural and industrial equipment, all contribute in
varying amounts to the ammuel outpul of secrap. It might be 1nterest—
g to note 1n thiis commection that a fairly accarate estimate
indicates that at the present tire 1w "weve in use in the Uiited
States upuards of a billion tons of stecl werforring some function
or other. Novy, somebody has taken that figure and deal with 1t in
a rather liberal way by calling 1t "potential scran®, I want to
disavow any responsivility for thet rdea., Hor great the potential
supply of scrap is in the United States can be determined only in
the light of certaia variable factors of wiien price 1s an imnmortant
one, Place and tare are other importart factors. There you have
to compute your equation vzln three variables, price, tine and
Place, all wnknown, and while my mathematical studies sre beiind me,
I vas never able to solve an eguation with three wnknoims in it,

That brings up the question of the export of scrap about which
you hear much, That 1s another one of the problems of the Steel
Industry,

So much for tne guestion of the raur materials of making steel,
Now let's look at steel atself, the capacity to produce steel as
a raw metal in the form of ingots and 1ts use in making finished
products, the various vays in wiitch 1t goes into consumption. Last
year vhien I was heire I vas able to discuss that old noint about
e cess capacity in the steel industry. e have a fraternity in tais
country vhich has alvays anmused 1tself by talking about excess
capacity particularly in the Steel Industry. At the moment there is
neither escess nor idle capacity. Capacity in tine Steel Industry is
gaged approzimately by what ve might call “peak demand", If you look
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at those capacity Lfigures that [ ma e sebt forth for you in the

first table on page 2 there may be in your minds some question as

to vhether, 1f at thas moment vhen ordinary cormercial recwirements
are taking all the steel that can be turned out, there would e
enough steel for everybody who wanted 1t 1f sudden addstional de-~
mands for military purposes were to be put on top. I am not say-
ing there would be a shortage of steel raking capacity to neet
combined cavilian and militaryrequirements because I don't know,
probably ncbody knows exactly what the situ-tion " culd be, as &
resull of the dermands for military requairenents on industrial plants
now nroducing for civilian purposes, 1f we had to ub in ellect

Col =17 nton's steel plan. Spceifically, letts talke a case which
ray taustrate the point.

Take the case of a co pany like 1arion Stean Shovel -~ uhich
vive 1l e great deal of difficulty, T am tola, could be ti.ned over
to tne manufacture of tanks for military purposes, becaucc taat
co iy 15 in the business of making heavy excavatiig moc 'mery .n
1.0 e caterpillar type of locorotion is funday ental  .<sume
thav at present the plant i1s working full tirme on production for
civalian purposes and requires steel for those purroses, 1., however,
1t snould be called upon to turn ats facilities to the rienufocture
of taanks for the Army, then the steel requirernents would be charge-
able againgt Colonel 1 .nton's steel plan and - ould not reprecsent
addational demands unmoa the capacity of the steel mills to produce,
Considerable parts of the reqarrements of war vould represent in-—
dustries diverted to produce i1tems for military program, anc the
needs for steel would be substitutioa ratier t.an adeitional re-
qurrerients. I wanted to dwell on that point because 1* civilian
needs were at top-notch level, znd ,artime needs rere added, I don't
exactly know the answer as to 1hat camacity would be. Colonel Tinton
may because he has so much of those facts of available capacity and
military requirements on hand,

Steel furnaces in the United States are capable of making
sevety-two mrllion tons of steel in a year, There is probably
not much chance for the industry to make at any higher rate than
seventy~two million tons in a year, In other vords, the capacity
1s rated aigh enough, Thabt tomma e of steel can be {inished into
a variety of fomms, there are some forty or fifty slandard clasces
of products. Lnoush of those products are li-ted in the first table
at the top of page 3 to be a good indication of Jow tne tomnage of
those products 1s davided. However, the ability to finish steel 1s
more flexible than the ability to male steel. /s an 1llustration,
you have all probably neard about tie continuous strin sheet mills
that the Steel Industry has been putting in during tre last ten or
fafteen years. They are enormous affairs, requiring plants halfl a
mile long capable of taking steel as 1t comes an tne form of ingets
and turning i1t into a highly finished product, at a speed of mwore
than a thousand feet a minute., If you have never seem one of those
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fainishing mlls you ought to go to Jhe nearest one and have a look
at zt., It 1s really a grand speclacle of industrial achievement,

In the aggregate those mlls are rated as capable of finishing
fifteen mllion tons of steel, rolled 1a the hot form, in the c-urse
of a yeer., It probably is true that if thes coulc be given all the
steel tney can handle, operating ot ma:irmm capacity, as many turns
per week as there could be run on desirable sizes »f -woducts they
could dounie thet figure., In otner words if somc evergency re—
quircren-s in the United States called for twenty or twenty-five
mill ~ tons of the kind of product that con come off those mills,
thiey co.td probably do the job provided the necessary stecel were
diverted from other uses, luch the same thaing i1s true of others ~
tae bar mills, for example. Undouvtedly, 1f the steel were diverted
to them, operating at maximum c apacity, many more bons than are
talked about as bar mill capacity could be produced in the United
States.,

The reason for these conditions 1s that the demand for steel
1s the composite demand of thousands oi 1ndivadual users. It is
the people who use sleel w10 deterrune the demand, and there are
probably petween iwenty and twentr~Iive thiousand manufacturing con-
sumers of steel, probably a total of fortyv—Ifive to fifty users of
steel who arec buyang steel directly Fron steel mills. There are
probably an equal number of users who buy indirectly from the mlls,
through jobbers and distributors and warehouses. The composite
product of all of their demands for steel tells the Steel Industry
what to make. At one time toey will want rore of one kind of steel
and the weaight of production 1s throvm on one side of the industry,
At another time more of aaother type of steel 1s wantled, and
production 1s on another side., The diffrernces are reflected in
the fluctuating balances betveen the different clas es of products
as shown in the talle on pa_e 3. Nole, for exanple the declining
1mporteance of railroad track materaals as compared stn the upward
tendencies ol shect and strio steel, The necessa ty for meantaining
elasticity of facilaties to meet fluctuating dermands 1s obvious
in the shifting balance between heavy and Jazht »roducts. 4s a
result of tnose trends of demands, there are many problems pre-
sented to the Tndustry,.

The problem of satislying the nurchasers! requirements in the
varieties and grades of steel they vant i1s one of the cief problems
of the industry. There are really scores of thousands of different
grades and varieties of stecl which have to be made to satisfy
purchasers! demands, The tendency of the buyer i1s to want speci-
fication steels, products for w-ich they set close tolerance as to
size, narrov specifications as to chemcal analysis, high require-
ments as to physical auality As an 1llustration, the first time
you get a chancc, look at one of the current new automobile models
and contemplate the front fenders, TFrom the side of the hood, one
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prece of steel may be required tc make everything there is in the
fender, in the headlight shell, in the entire works. Now 1'ien you
look at that fender consider the fact that the metal vas req ured
yo take that shape vhen 1t vas cold, not iuen 1t vas hot, It rad
to flow in the cold state under pressure, had to preserve unmiformity
of thickness and to preserve the fainish, That 1s what I mean vhen
I spaek of physical quality,

Annther important point in connection wrth specifications is
thet ¢ tr0l of chemcal anal 'sis 1s requw red by users to a close—~
nese f specifications that 1is almost uwnbelievable. In the atter
of za bou content, for example, 1t 1s not uncommen for a purchaser
of steel to require that the carbon shall fall withain ten or fiftedn
hundredtans of one per cent in the fimished product, or a range from
«15 to ,25 per cent., That means that there can be a meximum varia-—
tion of one tenth of one per cent of carbon in the finished product,
and 1f you translate that into terms of formula for providing the
ingredients in the furnace wnere the steel 1s melted you get down
about to the proportion that you would be in 1f you were to tell
your respective wives when they eave -uttwng sugar in a batter for a
cake that they must measure the sugar by andaividual grains,

The demand s for material bthat is made with a degree of a ccuracy
ruch like a medical prescription, and the steel maker stows ex—
traordinary ability to perform witha ccuracy. That trend is be-
coming even more marked then les< marked. Lvery year there are new
requirements and closeness of specafications demanded by the purchaser,
Thus one tog problem of the Steel Industry i1s how to satisfy tne
exacting demands of purchasers of steel and still make any money.

I realaize that the 1dea of making a profit a1n industry is some—
what frowned upon in certain querters these days, In the first table
on page 1, however, you will see sone fagures thet will convince you
that the Steel Industry ought occasionally to mele some noney, that
1t ought to pay a wage to the capital vluch 1s working in industry,
in order to be i1n a position when i1t needs additional dollars for
keeping abreast of technological nrogress, to know vhere to go or how
to attract them. Unfortunately, the Steel Inaustry has been too
generally an wnprofitable industry in terms of divadends to stockhol~
ders or return on investment. That may be a natural corpllary of
t1ose points I have been making about specifications, eracting re-~
guirements of customers, and increasing denands for skilled labor in
the Industry.

A generation or more ago, for instance, the typical steel labor
was the square-head or bonunk; today, the unskilled labor is quite
1n the minoraty., It is probably true that not more than seven to ten
per eowt at present employed in the Industry truly can be called "un-—
skilled" The demand for skilled labor is at a maximum and, in that
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fact may be one of the problems 1n the Steel Industry of serious im-
portance 1f added demands are put upon 1t,

1 referred a minute ago to the question of profit 1n tie “teel
Industry, I want to say one iore uord on thoti subject. Profit as
largely d ependent on the price ir relation to the cost of tie
product, There has been a lot of discussion about the price of
steel being too infle:ible or too 1ch Il doeen'l ceem to rne that
there 1s any inherent merit in constantly changing prices. IF I
were a mamufacturer using rav material of any descriptic , tiwe first
thing T'd want to know would be that the price 1 had paid for my
raw material would remain at that level until s+t least my competitors
had bought their materials. I wouldn't like +o be ganbling thai after
my raw materials had been bought my congetitors could get their
materials at a lower price. Felative stability of price 1s a desirabl
thing from the standpoint of economic brogress. The real test of
pPrices can be found in the ansier to two questions Tarst, has the
price of the product limted 1ts use? Second, has the nrice restricte
the grovth of other industries which use that product? In the case
of steel, tne answer to botn of those questions is in the negative,

I believe tnat 1s an adequate test of the fairness and soundness of
the price of steel products from tne censumerst viewpoint, And the
maintenance of fair prices is one of the basic problems in any
Industry.
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Qe I'd like to find out about tiis business of trega\%hfxndustry

~.
~

towards skilled labor, why and how are we going to handle théi,
particularly in regard to excluding skilled labor from the drafts®?
Ae I would be more or less, of the opinion that you'd have to go
pretty far in the event of drafis for milatary purposes in exempling
employees n steel mlls because such an overuhelmng majority of
these employess are indispensable for the conduct of operstions and
not readily replaceable., I think 1t 1s true tnat in the last war
more than 65% of the employees in steel plants were exempt. Today,
the figure would have to be higher than this because of the progressive
taghtening up of skilled employees over the years that have elapsed.
As high as possibly even 90% woula have to be considered exenpt.

Gs I lake to ask tlos about that question. How many of these
skalled people you'd have to have are wmarried men under 30 years
of age? Isn't 1t true that the majority are well beyond the drali
age®?

A+, I'm sorry I don't know the division of employees with reference
to age groups. There is a surprisingly large percentage, however,
of employees in the industry not only beyond 30 but beyond 40 years
of age. To hazard a guess, I would say that a minority and a very
defimite minority are under 30, 35 or 40% light be under 40 years
of age. How many of them are uwmarried I don't think anybody has

any figwes on that. MNostly I expect them to be married.
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Qe In connection with the subject of profits. I think I recall

a certain industry where millions of dollars were handed out in

the form of bonuses and $1,600,000 was a bonus for the president
sbove his salary, which was comparatively smalle. I believe that
bonus comes out of the profits.

A+ That was in lieu of salary. That i1s an indiwvadual condrtron
known to the stockholders, they were responsible, If they were
dissatasfied they had the remedy within their control.

Qs These continuous mills. You perhaps know the one st Sparrow's
Point of the Republic Steel Corporation. Can you tell us the nuuber
of people actually necessary to run one of those new mills?®

As T am glad you asked that question. 1 wall answer 1t i1n a broader
way, I don't know the answer. The mill at Sparrow's Point, which 1s
54 1nches 1n wadth, 1s not wide. The mll i1n Cleveland, 97 or 98
inches wide, 15 the widest in the world. We don't have yet complete
information relative to the eifect of the installation of those ralls
on employment in the industry. We hope in due course to get from
the various companies who have installed those mills an accurate

and detailed analysis of the effect of that installation on their
enployment. Four of the compames, I believe, have already completed
that study, tracing from the time before they had such mills down to
the present,progress of employment of that company as related to

the production of the product coming off those mills. In every
instance there was an actual increase in the number of men required

to produce, to finmish, on the continous type of mill. Our impression
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1s, 1mpression only - we don't have the details from otner companmies
yet - that these are representative circumstances. I1n other words,
we expect to find that what has been experience of those four com-
pames will be the experience of industry as a whole ard tne number
of men actually employed on sheet and strip process, more men than
prior to installation of those big mills. Why? The installation
of those mills has made 1t possible to produce a product of guality
at a price which previously could not be produced and thereby has
given & material suitable for the consumer and therefore the demand
has been stamulated by technological advances,

Qe A steel corporation operated two roll mills at Joliet two years
ago; those plants were put into operation and men were obtained who
were not 1mtiated without a snutdown for six months. If tnat is
true perhaps in an emergency we could train new men, apparently 1t
1s not an i1mpossible job.

A. I dadn't mean to amply that men couldn't be trained, but the
length of time required to develop a skilled worker for various
operations ranges all the way from several months to several years
so that 1f you were to put out of the mill suddenly a considerable
number of skilled operators the industry would be heavily penalized
for perhaps a critical period of time while they were tryang to
develop skilled workers in replacement. The development has to be
by the apprentice type.

Qe It seems to me that there 1s too much confusion between specralized
labor and skilled labors If you are talking about specialized labor

the men are more readily trained.
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A. I think you brought out a very fundamental point there., Speciral-
1zed type of labor can be created 1n a matter of months, whereas the
highest skilled type of labor, competent machimists, may call for
several years, and 1t 1s in the particular category, high grade
machinists, where most difficulties are encountered. In other
operations - rollers,/zgzually determine the operation of tne rolling
mills, or melters, who determine when the molben metal should be
poured from the furnances - 1t takes years to develop a good roller
or skilled melters,

Qe You spoke of manganese in tnis country not being of such
quantity. We read of low grade ore present in our wesbtern states.
Weld like to know what the attitude of industry is in regard to

this low grade cre.

A, Probably the attitude of industry is that 1t 1s perfectly willaing
and ready to use manganese from any source, domestic or otherwise

at the same price. It 1s true, as you say, that there are extensive
deposits of low grade manganese ore in this country, not only in the
West{ but 1n the southern states, Virgimia and Georgira. There has
been a lot of discussion, particularly in recent years, as to the
feasibilaty of various processes of beneficiation of those low prade
ores and then their manufacture in the fim shed manganese by various
processes. At one tame not long ago it was announced that tre 3ureau
of Mines had perfected a process that would make the low grade domes—
trc deposits of manganese ore commercially available in 2 quality

that probably would come c¢lose to meeting the requarements of the

Steel Industry, but 1t doesn't appear to have been made applacable
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successfully on a large commerical scale yete WNow at the same time
tnere are not quite such low grade ores as there are being exploited
1n Cuba and Cuban product is coming into this country in increasing
quantities. It can very well be the beginning of a development for
new prospect of uilizing low grade ore in this country - 1t is still
in the experimental and development stage. It is also true that

the total actual amount of available manganese reserves even in

the lower grade deposits 1s not as much as we'ld like to have for
long run use and therefore so long as we can get manganese in a
satisfactory quality and supply from overseas sources i1t is just

3s well to hawve our domestic sources for the future when the mat-
erial 1s not available,

Qs  VWould you mind telling us about the accumulation of manganese
stock - what 1s the normal stock that the steel industry has on hand?
A. 1 have asked that question of different people in the industry
and their replies have been that under ordinary conditions the
manganese stock 1n the steel industry would be about an eight months
supply and that last summer there may have been ten or twelve months
supply of manganese in the Umited States, erther in the hands of
consumers o¢ in bonded warehouses. That i1s merely heresay,

Qe 1s that on seven mllion tons production?

No, the answer would have been made in the light of the scale

i\

of activaty current, around August or September, say 65%.



Qs I would lake Dr. Tower to talk more about stratepic materials -
tin  What 1s the prospect of some substitute in the tin >late
industry? Is the supply jeopardized”

A. I would be disposed personally to questzon the likelihood or
possibility of the development of any satasfactory and complete
substitute of tan for coating material., We have had reports at

one tame or another to the effect that tin plate would be superseded
but 1t has never come to pass yet. The fact that the reports have
always been premature or untrue leads one to have a considerable
feeling of scepticism as to the 1mminence of any such development.
As to the supply of tin, 11 doesn't seem to me there ousht to be

any acute shortage of tin for us in this country 1f the Tin Control
Authority, represented by the International Tin Comm ttee, vould
give 1ts approval to unrestricted production. If production is
restricted and the demand continues - ce Unrestrrcted prodictaon
of tin from the Dutch East Indies and the Straits Settlements, I
don't believe there should be any shortage of tan at a reasonable
price,

Q. Will you dascuss the problem of further botthenecks?

A. That seems to be a point on which almost everybody is interested
and I don't know the answer to the question. There sre all kinds of
answers given, amusingly enough. I heard not long ago, for example,
one man say that he had private information direct from Washinston
to the effect +that the Army 1tself had been making an accurate
study of the var ous plants and steel mills to determine what

their facilities would proof capable of doing in the event of

a war emergency and they were particularly concerned with the
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guestion of bottlenecks and as a result had come to the conclusion
that the real bottlenecks in event of an emergency would be the
shortage of electrical energy. The planbs would break dowm i1n the
event of an emergency of a sort for major activities in general
and the steel industry in particular,

Then I went to a friend of mine in Public Utilities and told
him the story and T wanted to know what he thought of 1t. The
answer was the 1t was all rubbish, there was plenty of electrical
energy avairlable 1f you allow for interchanging of lines, If you
can't find 1t in one place you can find it somewhere over a connect-
ing line. The story was all bunk,

Then shortly after thet another man said the bottleneck in the
steel industry was really the matter of the blooming mll, the first
process of rolling the ingot form in which the raw steel 1s poured
goes through power wmill preparatory to kwxm going on to more fimsh-
ing., He said the first stage was the bottleneck,

It wasn't very many days before 1 was talking to another man,

He said the blooming mill can take care of 1t; the bottlenecl was
in the coke oven.

A couple of weeks ago I spoke to stall another man and reported
all this and he said that 1t was all wrong. e can take care of all
those situations; the real bottleneck is skilled labor.

The last contrmbution to the story - I talked with some men long
experienced and recited to them the whole story - they said there was
nothing to any of those at all, The real bottleneck would be created
1f wexm were asked to do something which we couldn't foresee., If

the military asked us to make all the steel i1n plates for shipbuild-
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ing, we couldn't do 1t. The real bottleneck, 1f there 1s any at all,
w1ll come from what the military establishments ask us to do. I
give you all of those, you can take your choice,
Q. Colonel Minton tells me that there 1s a bottleneck of insufficient
capacity of alloy steels, corrosion resisting and heat resisting
steels.
A, That belongs under the last category. The industry hasn't
expected to do 1t, therefore isn't egquipped to do 1t. If you are
going to reaquire in & war program a lot of stzinless steel, more
than civalian requmrements, that 1s something that industry hasn't
foreseen. I think in msking alloy steels 1t 1s more a matter of
technique, skilled labor, than furnacesx equipment.
Q. Has there been any tendency to concentrate on any one district
in the production of alloy steel?” Do you vaisualize a time when the
only type of steel produced will be alloy steel?
A. On the concentration of alloy steels-I think we are in a better
position today than any other time with the entrance of one of the
important centers, Chicago, in defimitely alloy steel production,
Prior to that there was an unfortunate concentration of alloy steel
production 1n the East along the Atlantic Seaboard - from Lastern
Ohro to the Akkemdxw Atlantaic Seaboard - and only a few localities
within those limits. That has very definitely broadened withan the
last few years. Actually there are some on the Pacific Coast.

On the other point of preponderance of alloy steels against
carbon steels my opinion is very much of a lay opinion; I am not
a metallurgast, engineers, economist, as to the —atter of what I

am, I'd have to throw myself on the mercy of thc court. I doubt
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very much whether alloy steels are going to be preponderant in the
industry and I include under that even the so-called low-alloy
high tensile steel, One reason why I feel that way - from my
corversation with high powered techmical spirits in the industry
when I can get them to talk my language as that I can understand
them, I get the impression that the art of treating steel by amealing
and heat treating methods 1s opening up rather broad new vistas as
to wnat quality and what adaptability can be brought into plain
carbon steel of different analysis without itne necessary presence
of such quantities of alloying materials as are commonly designated
in alloy steels, Whether that visba will prove to be a bona fide
landscape or a mirage is to be demonstrated. There is nothing at
the moment to lead us to the conclusion that alloy steel 1s going
to be perponderant,.

Qs I have a few comments in connection with making all manpower
available to possible military service, not enough to industry.
Equality is important. In time of war industry produces at a maxi-
mum, In the st war we got the effect of a shortage whether 1t was
real or not. In time of war we should everything we can to bolster
production. How much of the steel buying 1s artificial today?

A, I can rcadrily unrerstand why my oraiginal friend Colonel Farvis
1s now General Harris., T1'd like to have gBeneral Harris tall a little
longer on that subject. That is partacularly gratifying to listen
to 1n these surroundings because one doesn!'t have to wander far
afield to get an entirely aifferent attitude. I do feel, however,
that what General Harris ssid would be echoed most heartily by

the people 1n the steel industry, who feel their responsibility in
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respect to the problem about which he was talking. To harrass
industry would be lake asking your troops to go into an engagement
walking backwards, As tc the other question.

I don't know the answer, I don't know that anybody knows the
answer, but I honestly feel from all that T can hear and I have asked
everybody I have seen during the last two months the same question.

I honestly believe that the biulk of sieel now made and shipped 1s

being made and shipped because the people who are buying 1t are
promptly using 1t, they are turning 1t into febricated mmx or
mamifactured articles., Thether they are imnediately moving out

into immediate consumption 1s another stage of inquiry about which

I don't know the answer. I w11l repest to you wnat the National
Industrial Conference Board, one of the rnost highly regarded

bodies, said to the effect that industrial inventories at the end

of Septenber were less than they had been in preceeding months.

We are seven weeks on from the end of September and a lot has been

made 1n the intervenming seven weeks, On the outside, not re tnan 12 %
of the present production of steel has been for accumulating inventories,
How much of that 1s warranted and how much 1s not has largely to be
Judged 1n the light of statistics of invertories prior to September

and what 1s justifiable iaventory at the present state of the industry.
There 1s no such thing as a normal inventory because an inventory at

a certain amount at one scale of operations may be far too much and

the sare 1mventory at a different ecale of operations may oce wholly
1nadequatbte. The question of investory in my own personal belief has
been grossly overdone because we do know that prior to Septerber all

consumers of steel products were buying little, maybe in the next taree

months you w11l get a definmite and final answer to that question.
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