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Mar quette, M chi gan

Sunday, July 15, 2001 - 12:05 p.m

MR HILL: Good afternoon and wel come to the
Department of Conmerce's public hearing regarding the
i mpact on our national security of inports of iron ore and
sem -finished steel.

My nane is Daniel Hill. I'mthe Director of the
O fice of Strategic Industries and Econom c Security at the
U S. Departnent of Commrerce. And I'mthe hearing official

for today's hearing. 1'd like to wel conme everyone who is
here with us today.
Before we hear testinmony fromour wtnesses, 1'd like

to thank the follow ng people for the efforts they have
made in facilitating this hearing: Senator Carl Levin,
Senat or Debbi e Stabenow, Congressnan Bart Stupak; their
staffers Matt Johnson, Sherry Davey; Northern M chi gan
University Oficial Judy Maara. And | have a long list of
other people to thank. And I think it's well worth the
effort 'cause, as you can see, this is a lovely facility.
It's been nicely set up. So just bear with ne: Jan
Paquette, the University Center custodial staff who worked
t hrough nost of the night; Alan Davis, Todd Norwood. 1'd
also like to thank Eric Smith and Jeff Kobal on our AV
equi pment; Associate Vice President for Auxiliary Services,
Andy Wasil ewski; Dining Services, JimRiley; Paul Supanich
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and other staffers and volunteers; Sara Katt, JimDellies,
Greg Brunet and Matt Johnson. Again, thank you very much
for maki ng this hearing happen today.

As many of you know, the Bureau of Export
Admi nistration at the Departnent of Conmerce initiated this
i nvestigation on February 1st of this year in accordance
with Section 232 of the Trade Expansi on Act of 1962 as
anended. We are conducting this investigation at the
request of Representative Bart Stupak, a congressman from

M nnesota, and Janes Oberstar -- Bart Stupak from
M chigan -- |I'msorry, Congressman -- and Janes berstar of
M nnesot a.

Section 232, Subsection D of the Act, directs us to
eval uate the donmestic production needed for projecting
actual defense requirenents, the capacity of donestic
i ndustries to nmeet such requirenents, the requirenents of
grow h of such industry, including the investnent and
devel opnent necessary to assure such growth, the
i mportation of goods in terns of their quantities,
avai labilities, character and use and the inpact of foreign
conpetition on the economic wel fare of individual donestic
i ndustries.

We are here today to learn and gather information to
hel p us assess those inportant elements. W have assenbl ed
an inter-agency teamin Washington, a team of experts, sone
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of whom are here today. This teamin Washi ngton incl udes
representatives fromother U S. governnent agencies,

i ncludi ng bureaus within the Departnent of Conmerce, the
Department of Defense, Departnent of Labor, Departnent of
State, the Departnent of Transportation, the Ofice of the
United States Trade Representative, the United States

I nternational Trade Comm ssion, the Departnent of Interiors
of the United States Geol ogical Survey and the Counsel of
Econoni ¢ Advi sors at the Wite House.

One of the initial steps of our investigation involved
t he public coment period which closed on May 2nd, 2001
During this period we received approxi mately 3, 000
submi ssions. And |I'msure that sone of you here in the
audi ence today have submtted your comments. W are nowin
t he process of anal yzing those conmments and including them
in our report. Al of these conments are available on the
Internet and the FO A reading roomvia a link fromour BXA
whi ch is www. bxa.doc.gov, G O V.

In addition to the witten conments, we are conducting
two public hearings. W've conducted a hearing in
Virginia, Mnnesota, on July 5th, and we're conducting a
public hearing today. W have al so devel oped survey
instruments which iron ore and seni-finished stee
producers and end users will conplete in order to account
for their respective views. W had announced a public
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hearing in California, but that has since been cancel ed.
W will consider all the input fromthe witten coments,
public hearing surveys and i ndependent research in
devel opi ng our report. W will provide our report to the
Secretary of Conmerce, who by law is required to report his
findi ngs and recommendati ons to the President of the United
States no later than October 29th, 2001

On our panel today we have nyself; ny |egal counsel
Dave Recker; Brad Botwi n and M ke Vaccaro with the Bureau
of Export Adninistration; Jim Thonpson with the Depart nment
of Defense; Jim Wods with the Department of Labor; and
WliliamKirk with the Departnment of Interiors, US.

Ceol ogical Survey. 1'd like to personally thank the pane
for com ng here and supporting this val uabl e hearing today.
In addition to all the comments we received today,
have decided to | eave the official record open until August

17th, 2001. And any additional conments we receive wll
beconme part of the official record. Simlar to the witten
conmments that we have already received, all of the requests
to speak and all of the witten coments we receive by

August 17th will be available on the Internet again via the
link to our FOA site. In addition, a transcript of the
hearing today -- and we have our two court reporters. And

| want to thank themas well for supporting us today --
will also appear shortly on our website.
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Now |l et's begin the hearing. Each speaker has been
allotted ten minutes, which includes time for questions and
answers. | would ask each speaker to keep their coments
to five mnutes if possible, thereby allow ng for the pane
to ask five mnutes' worth of questions. W do have a
ti mekeeper over here on ny left who will hold up signs at
the five-nminute mark, three-mnute mark, one-m nute mark,
thirty-second nark. And then she has a "tine expired"
mark. |f she stands up because | have given her a signal
you know we'll have to take extraordinary efforts to nove
on to the next w tness.

W do have what | think is a terrific list of
Wi t nesses today that represent a good cross section of the
community. Those of us from Washi ngt on have been revi ewi ng
their coments and their outlines for their testinony
today. We're very excited. W think we will have a very
good day of hearings. And on that note, 1'd like to invite
our first speaker, Senator Levin, to cone forth and give us
his testinmony.

Senat or Levi n.

SENATOR LEVIN: M. Chairnman and nenbers of this
di stingui shed panel, thank you for coming to Marquette. M
heart goes out to you, M. Chairnman, by the way, trying to
keep speakers to five minutes. | recently have assuned the
chairmanship of a full conmttee and a subconmittee, and we
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have only have two lights. So you've got about six signs
there. So you're much nore technol ogically advanced than
we are.

But, again, the people in the UP are grateful for your
comng here. |It's a Sunday. W know that you have
famlies that | know you would prefer to be with. But what
you're about is a very, very inmportant function and a
service to this country of ours. W feel very strongly
about the thousands of jobs that are involved. W feel
very strongly about the econonmics of this to the region, to
our state.

We just left a couple thousand people in the Superior
Dome at a rally. And you nmay have heard their voices all
the way to this particular room They can't all be here,
and so we will speak for them But we are al so speaking
for our nation's security, 'cause that's what you're about.

And we have laws. And this is not a case where there
ought to be a law, this is a case where there is a | aw
And what we're pleading with you to do is to enforce that
law. And what that |aw provides, as you well know, is that
where inmports threaten our nation's security -- "to inpair"
is the key word here -- just sinply threaten to inpair our
nati onal security, then you have the responsibility of
maki ng a reconmendati on, and the President then has the
responsibility of taking action to assure that our nation's
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security is protected.
I am chai rman of the Armed Services comittee.
haven't been chairnan for very long, but |I've been on that
conmittee for nore than two decades. CQur nmjor
responsibility on that comittee is to nake sure that the
men and wonen of our Arned Forces are well trained, wel
paid, that their nmorale is high, that they're given the
great est equi pnent that's available now and in the future.
But we al so have the responsibility of making sure
that this country can respond to an energency, that we can
surge our output, if necessary, in a self-sufficient and
i ndependent way, to build the planes and the ships and the
tanks and produce the bullets and the nissiles and the
shells that are necessary in tinme of need. W sinply do
not have that assurance if we are depending on inports.
Now, inports have done great damage to us already.
And there are other provisions of law, as you well know,
whi ch protect us against surges in inports, protects us
agai nst dunpi ng of subsidized inports. Your business here
isalittle different fromthat. But your business and ny
business is very simlar, and that is to help assure us
that, in tine of need, the donestic capacity in this
country to produce steel -- and that includes iron ore,
'cause that's an essential part of an integrated stee
i ndustry -- will be there for us.
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You cannot be as sure that inports will be there for
us in times of an enmergency as you can if you have a
donmestic integrated steel industry which has surged in
times of needs in war after war. World War |1, Korea
Vi et nam we have seen the surges donestically that are
essential to protect this country of ours.

So the responsibility is an awesone one that you have,
that the Secretary has, that the President has. The

responsibility that we have on the Hll is awesone. But
there it is. I1t's something we all feel very keenly about,
but it's something that, frankly, | lose a |lot of sleep

over, the well-being of our forces and the future strength
of this country. And national strength and nationa
security, to a significant degree, relies on the strength
of steel. | mean, that's the bottomline for Section 232.
And | think there is no escaping that bottomline.

Self-sufficiency is critical, and we just sinply
cannot be put in the position that we have to rely on
others to surge their outputs in case of our needs. It's
ironic that inports are creating such economic difficulty
for us now. But the other side of that coin is, when it
cones to the balloon going up, if it does, we've got to
rely on our own donestic industry.

No other country -- and I'll close with this 'cause
see the big 30. No other country -- it's unimginable to
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me that any other country with an integrated steel industry
woul d tolerate the denise of that industry, just froma
nati onal security perspective if fromno other perspective.
I don't know of any country that would tolerate it.

So, yeah, we're fighting for jobs. And, yeah, we're
fighting for our econony. But we are truly fighting for
the national security of this country. And, again, we
thank you for your involvenment in that effort.

MR. HILL: Thank you, Senator. At this tine I'd |like
to call Senator Debbie Stabenow
Senat or .

SENATOR STABENOW  CGood afternoon. We've all just
left I think what anmpunts to over 3,000 people by now and
counting, who are going to be comng over, | understand, in
just alittle bit. Folks are beginning to cone. And we
won't be able to acconmpdate all of those in this room
But just know that there are literally thousands of people,
fromsnall children up to grandpas and grandmas, that are
joined together in a very strong unified voice about the
seriousness of this issue.

So | would like to thank Director Hill and nenbers of
the Administration, all of you, for taking the time to cone
to this inportant community and hold this hearing and
listen to what we have to say about an issue that is so
i mportant to Marquette County, to the Upper Peninsula, and,
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| believe, to our nation as a whole. W' re talking about
saving our mning industry and the integrated stee
i ndustry of this country.

| also want to thank the Secretary of Commerce and the
menbers of his teamfor neeting with us in Washi ngton and
for listening to our concerns and pursuing this
investigation. Tine is of the essence. And we al
appreciate the way you're working with us on this inportant
issue. So | want to say thank you and at the same tine say
that we have a tremendous sense of urgency about bringing
this investigation to a positive conclusion and having
action taken as it relates to the issues which are before
us today.

I"'mvery pleased to be here with my coll eague, Senator
Carl Levin; Congressnan Bonior; Congressman Stupak, who has
been at the forefront representing his conmmunities and
bringing this to our attention. And it's been my privilege
to work with all of themon this inportant issue. There
will be along list of presenters today tal king about very
i mportant aspects of the mning industry, the inportant
parts and intricacies as it relates to various aspects of
today' s heari ng.

VWhat | would like to do in my short tine is to put a
human face on the loss of the industry and what that neans.
Since the md 1800's when iron was first discovered here in
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t he Upper Peninsula of M chigan, people have been seeking a
better life. Fromaround the world they' ve cone to work in
the m nes and the industries that support them Toget her
they have built comunities, and those communiti es have
hel ped build this nation.

Since mining first started here and in M nnesota,
nearly 4 billion tons of iron ore have been shi pped and
turned into steel, steel that defended our nation as tanks
and shi ps, steel that spanned our rivers as bridges and
trestles, steel for the railroads that crossed the country
and steel of the skyscrapers that rose above it.

Now just two m ning operations remain here in the
Upper Peninsula and another six in Mnnesota. And that's
it. That's all there is in America.

These comunities that did so nuch for our nation need
our help in return. And we are hel pi ng ourselves in doing
t hat because of the critical national security concerns.
They need relief fromcheap inported steel slabs that are
driving down denand for the iron ore pellets these m nes
produce. And we need -- we as a country need to nake sure
that they stay in business.

The lives of thousands of people in the Upper
Peni nsula and all across M chigan depend on keepi ng these
m nes open, and so does our national defense.

As M chi gan's new senator, | have made the econony of
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t he Upper Peninsula and the health of the m nes one of ny
top priorities, and it will continue to be until we resolve
this in a positive way. W' ve been neeting with union
officials and executives and the civil, civic | eaders and
har dwor ki ng people fromall over the conmunities that go
back generations. And in alnpst every case, you see the
fear in their eyes because of their concern that the
community, that the way of |ike that they have built may
si nply vani sh

Remenber, it's just not the people who are directly
working for the nines who are affected; it's the whole
conmunity; the building that you sit in, the University.
The m nes touch every business, every person, the hospital,
t he schools, everyone young and old, in this county and
beyond. |If they go, everything is affected. And if they
vani sh, a large part of our defense capability will vanish
wi th them

Consider this: |If we allow our donestic stee
i ndustry to becone dependent on inported sem -finished
steel slab -- and let the mnes go under -- the day wll
cone when we may very well be dependent on Russia, China,
the WUkraine, Brazil to furnish the naterials we need to
manuf acture steel here. That strikes ne as a | ong and
unstable supply line to depend on in tines of mlitary
emer gency.
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And, remenber, the sane factors that threaten the iron
nm nes threaten our steel industry as well. 1t's in our
national interest to ensure that we keep a vital mning
i ndustry that supplies the raw naterials for a vibrant
steel industry.

Qur national security requires both of those things.

I find it ironic that, while we are having a nationa
debat e about dependency on foreign oil and we inport just a
little over 50 percent of foreign oil, we are in danger of
10 letting our mning industry wither and die. And when that
11 happens, we'll be 100 percent; 100 percent dependent upon
12 foreign countries for the materials that are the backbone
13 of so nany other industries in this country.

14 When we built the U S.S. Ronald Reagan, 47,000 tons of
15 steel were used. Stemto stern, it was built by Anerican
16 | abor.

17 But when | think now of national defense, | think we
18 need a new definition of "Made in Anerica." "Made in

19 Anerica" should nean it started with the hands of an

20 Anerican steelworker. Then it's nmade in Anerica by the
21 comunities that hel ped build this great country.

22 W thank you for initiating this investigation. And
23 we ask you to act nowto join us so that we may save this
24 vital American industry.

25 | pledge nmy ongoi ng support and hel p in whatever way

O©CoO~NOOOUTPA,WNPE
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is needed to guarantee the future health and prosperity of
the iron nines in Mchigan and M nnesota and the future
security of our country. Thank you very nmuch for being
here.

MR. HILL: Thank you, Senator. At this tine, I'd |ike
to ask Congressman Bart Stupak if he would cone forward.

CONGRESSMAN STUPAK: Wl |, thank you for holding this
hearing on the Marquette Iron Range.

| would also like to thank all of our speakers who
cane here today to support our iron niners, their parents
and grandparents who have provided iron ore to this great
nati on for over 150 years!

Congressman Oberstar and | sought this 232 probe
because we believe this investigation will denonstrate that
our national security depends on the workers who nine iron
ore and process it into pellets and then into steel

This ore is used to make steel, which is then used to
buil d our tanks, our planes, our ships, roads, bridges,
buil dings. Steel touches every aspect of our life and
every aspect of the Anmerican econony. For exanple, as
Senat or Stabenow said, the U S.S. Ronald Reagan, that was
just recently comm ssioned, required over 47,000 tones of
steel. Qur nation's mlitary and our industrial and
manuf acturing base rely on the output of eight mnes, just
eight mnes, to provide the basic ingredient for making
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steel. That's iron ore.

Two of these mines, the Enpire and Tilden mine, are
located within 30 minutes fromwhere we sit. The other six
are in Northern M nnesot a.

Through these nines, Anerica literally; literally
draws its strength fromthe ground.

But as this panel is surely aware, our iron ore
i ndustry is being threatened by cheap illegal inports.

This assault on the iron ore and steel industry is
especially troubling when these inports are subsidized by
forei gn governnents and then dunped in and on our markets
at prices below their true manufacturing cost.

At any stage in the steel-making process, an influx of
illegal imports dininishes the demand of our donestic iron
ore.

If we continue to allow illegal dunping of slab steel
what will happen to iron ore production? Wat will it nean
for the country as a whole? What can be done to prevent
it?

These are the questions that nust be answered if we
are to gauge the true inpact of illegal steel dunping of
iron ore and slab steel on our national security.

If this nation continues to allow the flood of cheap
iron ore inports, sem -finished slab steel or finished
steel, it will no | onger be econonically feasible to
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operate our donestic iron ore m nes.

If we do nothing; if we do nothing, what will happen
to the Marquette Iron Range in 5 to 10 years?

As we continue to upgrade and repl ace our aging
mlitary equi pnent, are we going to have to rely on stee
from Thail and, Brazil or Russia?

Can we depend on these countries for on-time cost
efficient delivery?

WIIl the quality of the steel be up to our standards,
especially in the specialized steel area?

W1l our national and econonic security be threatened
by an enbargo of foreign steel makers who don't agree with
our U S. policy?

Once the domestic industry is gone -- donmestic iron
ore industry is gone, even the nost powerful person on
earth cannot sinply order that we restart the domestic iron
ore industry.

If the iron ore nmines are shut down, our fleet of iron
ore carriers will be docked, probably cut up and sold for
scrap.

Rai | roads that now criss-cross the upper M dwest
carrying iron ore will no | onger be mmintained.

How long will it be before the equi pment at the mnes
are sold off or rusted to pieces?

Once iron ore shipments are stopped, there is no
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| onger a need for the coke production and the bl ast
furnaces. There are only 40 blast furnaces left in all of
the United States which can convert the coal to coke and
then take the pellets to nake the steel

Conpani es that supplied the nines with basic
i ndustrial needs as welding rods, gas tanks, conpressors,
steel drill bits will be gone and a major segnent of our
U. P. econony wll vanish.

Today our steel mlls and our nines are stil
producing iron ore and steel, but barely. W are at about
60, 65 percent of capacity. W are fighting for the
survival of this vital, vital industry.

Let us require that our defense industry use
donmestically produced steel in constructing ships or tanks
and guns.

Let's require that government-funded projects |ike
i nterstate highways, bridges, public buildings, schools and
ot her structures use donmestically produced steel

And |I'm sure you understand that, when | say
"domestically produced steel," | clearly nean steel nmde
wi th domestic iron ore, not finished steel donestically
rolled frominported slab steel

We have the legislative tools. W have the trade
tools to address this problem And we need only to
denonstrate the will to do them And that's why we've cone
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to you. Wen you |l ook back for the last 150 years, the nen
and wonen of the Marquette Iron Range have stood up for
Anerica. It's time for Arerica to stand up for iron ore.

They have a |l ot of enpty seats. They won't be enpty
long. W just left about 3,000 people. They plan on
com ng over. And we just want you to see and feel the
strength of these people and the strength they've given
this country. And we ask you consider that and give us
back our strength so we can continue to provide for our
fam lies up here in the Upper Peninsula. Thank you very
much. Any questions?

MR. HILL: Thank you, Congressman. | have one quick
guestion. W now are in our second hearing, and we have
heard a nunmber of views on the reconstitution issue once a
m ne shuts down. Is it six nonths? 1Is it one year? Is it
two years where it's too late to go back? | find your
testimony somewhat conpelling as to what the effect would
be on the surrounding infrastructure with the railroads
going on. And frankly, as we drove around yesterday this
beautiful part of Mchigan, we saw the train tracks are now
bi ke paths and things like that. Could you just give us
your views on reconstitution issues and what you think
about that issue?

CONGRESSMAN STUPAK:  Sure. The iron ore industry is
huge up here. There are only two mnes. They're very
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| arge mines. And we have about 3,000 people. But the
nmoney that's spread out for the infrastructure to support

this industry -- | know M. Marshall is going to be here to
tal k about the EL&S or what his railroad line has to do.
We still ship down to Escanaba where we unload pellets

there to ship down basically the Lake M chigan side. The
Dul uth and Marquette area, we go through the Soo Looks and
down to the Lake Huron and Lake Erie area for the steel
mills.

Al'l that infrastructure -- and then on the ships, the
ports, the suppliers -- Bill Verrette is going to testify
| ater about all that he supplies here and the inpact -- you
can't sinply say, if you're the President, "W've got a
problemhere. Let's fire up these mlls." Just go right
over here to the old Chanmpion mll and the Republic mll
right over here. You'll see it's all rusted out, and that

is after they have cleaned it up a lot. You just can't
sinmply refire it.

What happens when the water starts filling these
m nes? How are you going to punp themout? The punps are
a big part of the whole process. It takes time. W just
| ost the last big copper mine up here over in Wiite Pine
and the snelter that we had there. And that is being
filled with water. To get it reconstituted, the State of
M chigan went out on a linb here in, oh, md 1980's. W
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got it going. But once the cheap copper from South Anerica
cane in and copper went down to less than 19 cents a pound,
they ended up having to close it 'cause you have to
maintain this infrastructure.

When | talk about the steel mlls at 60, 65 percent
capacity, their cost to run that nmill is very, very high
The iron ore mnes here, how nuch electricity and power do
they take? They take enough electricity that you could
light the whole city of St. Louis. |Is that electrica
power going to be there? W're all worried about
electricity right now California wants it. |If these
nm nes go down, are they going to sell that on the grid? Is
there going to be enough power to light St. Louis just to
get the Enpire or Tilden nine going again? How do you get
that power grid back? These are all the issues that are
all interwoven to keep a nine going.

The overhead for a mine is extrenely high, as you are
wel |l aware of. That's why we can't run at 60, 65. W've
got to be at that 95 to 100 percent capacity to nake a
profit. How nmany steel nmills have we had go bankrupt this
year? 13, 14? You just don't suddenly put it all back
t oget her.

MR. HI LL: Thank you very nuch, Congressman St upak

CONGRESSMAN STUPAK:  Thank you

MR HILL: At this time, I'd like to call David Bonior
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to testify.

Congr essman.

CONGRESSMAN BONI OR: Good afternoon, Director Hill.
And | would like to wel come each nenber of the panel to our
state. | amproud to join all of those here today, the
steel workers, their famly nmenbers, nenbers of this
wonder ful comunity and ny col |l eagues in the Congress; Bart
Stupak, who | have an i nrense anmount of respect for, a
fighter for working people; and our two great senators,
Carl Levin and Debbi e Stabenow, who distinguish thensel ves
for working people every day that they're in Washi ngton and
in Mchigan

To be here to alert you to the serious probl em our
iron ore industry is facing, about 150 years ago, the
United States Deputy Surveyor WIlliamBurt was in Marquette
County. Burt was one of the nore heroic people in the
history of our state. He actually was born and rai sed down
i n Washi ngton, M chigan, which is in nmy district in Maconb
County. And he was one of the greater inventors that we've
ever had in this nation. He came up here. And he noticed
the needl e on his compass spinning wildly. And he knew
t here was sonet hi ng special about this area. He would soon
find out what we know today, that the Upper Peninsula is a
power house of iron ore producing ability.

For all of those 150 years, this area of M chigan has
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been hone to iron ore mines. They have served our nation
in tinmes of peace and in times of war, providing the ore

t hat produces steel for our bridges, our cars, and our
tools -- as well as our guns, our tanks and our ships. The
mnes in this area have mmintai ned the [ocal econony, and

t hey have played an inportant part in bolstering the
econommy of our entire state.

But, today, the two renmining mnes, the Enpire and
the Tilden, find thenselves, as we have just heard,
struggling, affecting anywhere between 2- and 3, 000
enpl oyees and countl ess ot her workers who depend upon the
i ndustry. This sunmer the mines shut down. And,
fortunately, it was not pernanent. Luckily, sone of the
workers are able to go back to work this month. But this
shutdown nmay not be the last for the Tilden and Enpire
wor kers. Workers fear the next tine could be permanent.

When workers lose their jobs and the mines close their
operations, nore than unenploynent results. Conmunities
are devastated when the tax base evaporates. The way of
life is destroyed. And Anerica | oses nore good-payi ng jobs
to foreign countries. Certainly the iron ore industry is
no stranger to layoffs and closings. For a century and a
hal f, the industry has faced its share of closings due to
depl eted supplies or not being able to renmain profitable.
However, today the threat is entirely different. Qur iron
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ore mines are nore efficient than ever. They have
noder ni zed, and our workers are anong the best in the
world. But they are being forced to conpete on a playing
field that sinmply is not |evel

The culprit is the flood of illegal inports of iron
ore and sem -finished steel. They have destroyed the
Tilden and Enpire mines and our nation's iron ore
i ndustry -- the foundation of our ability to produce steel
Forei gn governnments subsi di ze manufacturing of these
products within their country. And their |ack of worker
rights, environnental |aws, safety standards allow themto
produce at mininmal cost. Qur domestic producers sinmply
cannot conpete with inports priced at such low |l evels. The
bottomline is that these inports are driving the iron ore

industry in our state right into oblivion. It is unjust.
And it is unfair for this to continue.

But this problemis certainly nore than unfair. It is
a threat to our national security. | would like to renind
the panel -- and | assune ot hers have done so. And forgive
me if | repeat this. But during World War |1, Nazi

submari nes sank Canadi an ships of iron ore headed to our
shores in an attenpt to underm ne our war effort. This
showed President Roosevelt the critical inportance of being
a self-sufficient producer of steel. As a result,

Roosevelt commanded troops to ensure our donestic safety --
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t hrough protecting our steel and iron ore industry. He
pl aced troops on ships and at canal |ocks to ensure these
crucial elenments of the war effort, that they would be
safe. Luckily, we had the prosperous M chigan and

M nnesota mnes to see us through

In fact, the work that was done in the mnes was so
i nportant that when the iron ore workers attenpted to
enlist during World War 11, nany were directed to remain in
the m nes. The governnent realized then that the workers
were just as inportant to our national defense producing
our nation's steel as they were on foreign battlefields.
Clearly, the government saw t he advantage and the
i mportance of protecting our donestic iron ore supply.

We were again reninded of the inportance of steel --
and of the iron ore that produces it -- in 1975. During
that year, a collision occurred between the two ships, the
Bel knap and the U . S.S. John F. Kennedy. The Bel knap, which
was constructed of alum num suffered severe danage and
many soldiers lost their lives. The alum numsinply could
not withstand the hit. Because of this incident, our
government insisted that steel replace alum numas the
construction material in all future destroyers.

And, today, our need for iron ore and steel in our
nati onal defense renmins as strong as ever. |In March of
this year, the Ronal d Reagan nucl ear-powered aircraft
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carrier was christened. The ship required nearly 47,000
tons of steel to build.

We sinply cannot underestinmate the inportance -- and
the potential -- of our domestic steel industry. It is
essential to our famlies who depend on the jobs the
i ndustry provides. It is essential to the foundation of

our steel conmunities. And, as we are focused on today, it
is essential to our national defense.

The world in the 21st Century renains a very
vul nerabl e and unpredi ctable place. A dependence upon iron
ore and steel fromother nations | eaves us wi de open to the
wi nds of global politics. W rnust ask ourselves, if faced
with international conflict today, would we want to depend
on countries like China and Russia for our steel?

The peopl e of Marquette and M chigan's Upper Peninsul a
stand ready today -- just as they did during World Var |1
and for generations before that -- to give their heart and
soul, day in and day out, for the defense of this nation

And | believe, M. Chairman, M. Director, that we
nmust stand by themas well. And | thank you for the
opportunity to say a few words to you this afternoon

MR HILL: Thank you, sir. At this time we have a
m nor change in the schedule. W will ask M. Leo CGerard,
who is the International President of the United Stee
Workers of Anerica, to cone forward and present his
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testimony at this tinme.

M. Cerard, please.

MR. GERARD: Thank you. Let ne also thank you for
taking the time to have field hearings both here and in
M nnesota, | think the 5th of July. W have submtted
witten testinony to you. | want to in many ways reinforce
some of the things that have already been said this
norning. But | want to as well try to put a very hunan
face on the crisis that we are currently in.

I would like to refer you to a Commerce Depart ment
study that was rel eased at the end of 1999, 2000, by the
Conmer ce Departnent that one of its key quotes said that,
"The Anerican Steel Industry has been the target and the
victimfor close to 50 years of dunped and subsi di zed
steel, illegally dunmped subsidized steel, that has
underni ned the very foundation of that steel industry.

| think it's inmportant for you to know, if you haven't
had it presented to you already, that, in the last 15
years, our union and in particular our nmenbers, the workers
inthe iron ore mnes and the steel industry, have inproved
productivity in the steel industry by close to 175 percent.
| would put that record up agai nst any industry in any
nat ure.

During that same period of tine, very nmuch of it
initiated by our menbers through the collective bargaining
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process, the industry has invested al nost 60 billion
dollars in nodernization. Yet today we're facing a period
where 19 steel conpanies are in Chapter 11 or are just
easing their way out of that Chapter 11 bankruptcy. And,
in fact, as the second quarter results are being rel eased
by the steel industry in the next few weeks, sone of the
strongest steel conpanies will end up losing in the
hundreds of nillions of dollars.

We're facing a circunmstance where unfairly traded and
dunped steel is surging again. | nentioned too the rally
t hat people have referred to, that when this industry was
wor ki ng at 100 percent, virtually 100 percent of its
capacity a few years ago, it could only nmeet 80 percent of
its demand.

No other nation on earth is prepared to sacrifice that
much, if any amount, of its donmestic steel industry.

Except for the United States, virtually every other

st eel - produci ng nation doesn't only produce 100 percent of
its demand but produces 100, 110, 120 and sone of them 200
percent of their demand. So that it's inportant that this

group that's here today -- and | don't know if you're the
same people that were in M nnesota because | wasn't
there -- that you will get the kind of docunentation that

collectively shows that the industry is virtually at risk
of not existing.
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If those 19 steel conpanies were to not survive, the
capacity of the nation to nmeet its own demand ni ght fal
bel ow 65 percent or maybe sone |ower amount. Virtually
600, 000 retirees and their dependents need to have the
steel industry. They rely on that steel industry for their
retiree health care. Those comunities would be
devastated. The iron ore ranges of American would be
devastated. But in sone ways just as inportantly, the
whol e country woul d be devastated. This needs to be | ooked
at in an extrenely serious fashion, and | assune that
you're going to do that.

But today | was taken aback. | don't know that the
young reporters in the roomat the rally over at the
donme -- a reporter cane up to ne and said, "Wat's the
point of all of this?" He said, "There will be hearings,
and there will be rallies. And nothing will be done. And
folks will lose their jobs." And | said, "Wll, why would
you say that?" He said, "Well, they went through all these
heari ngs when they closed the bases. And they were just to
make us feel good."

| can't find a way to express to you in strong enough
terns how inportant it is that the government of this
country act to protect this basic industry. W're at a
point intinme -- and | can tell you this very directly.
I've just spent eight weeks in negotiations with LTV and
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the unsecured creditors. W're at a point in tinme where
the financial nmarkets don't believe that the government
wi |l do anything. The financial markets believe that the
gover nment has abandoned the industry. So you can't raise
needed capital. You can't raise capital to invest in the
conti nued noderni zation of the mlls, and you can't invest
capital in the increased nodernization of the nmines. And
at the sane tine, nore and nore foreign steel and iron ore
i s being dunped into this country.

In our witten testinmony, we point out that
sem -fini shed steel has shot up 25 percent. |Inports of
sem -finished steel have shot up 25 percent just in this
current crisis. It is trenmendously inportant that, as you
do your deliberations, you recognize that a do-nothing
response will lead to the demi se of the industry. It won't
happen tonmorrow, it won't happen next year. It may not
happen the year after that. But as the chairman of U S
Steel said at a neeting with the Secretary of Labor, with
the current uncertainty in offshore dunping and the
unregul ation of the market, in ten years U S. Steel won't
be maki ng steel.

In ny office in Pittsburgh, there is a poster from
1944. And it shows the Allies in a cartoon sitting around
the table playing cards with the Nazis. And it was clear
that they were going to win because we could see their
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cards and the poster, that they were holding all the steel
conpani es.

We are now virtually to the point; virtually to the
poi nt where, if the governnent does nothing, that in 15
years the steel industry could be where the oil and gas
industry is now | was at the energy briefing at the Wite
House. And | said then what | would say now. | amnot in
a position to say sonething about the President's energy
policy when it's told to us at the last mnute. | don't
know anyt hi ng about ANWAR (phonetic), but 1'll get used to
finding out. 1'll get intoit. But |I do know one thing
You can't build petro chenical plants; you can't build
coal -fire generating stations; you can't build nuclear
generating stations; you can't build 38,000 niles of
pi peline; you can't build oil rigs out of cellophane,
cardboard and plastic. You've got to build it out of
steel. And it would be a travesty to try and say that we
need to increase oil and gas production and energy
production in this country because we're being left victins
of foreign cartels where at the sane tine, on the other
hand, we turn our back on a basic Anmerican industry that
community after community relies on

Let nme close by saying that | thank you for com ng,
but in particular | thank Senator Levin and Congressnan
Boni or and Stupak and Stabenow and Congressnman Oberstar
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because of the neeting they held in their office which I
attended; and their boss showed up. You were there too?
There were so nany people you couldn't even tell who was
there.

MR HLL: | was hiding in the back

MR. GERARD: And | would think that that was a
starting point for what | anticipate will be a very
intelligent and thoughtful process that will lead to the

governnment, on this issue of national security, adding to
the solution as we hope that they will do on 201. And we
hope that the Senate and Finance Committee will do. | want
to thank you for taking time. And | want to encourage you
to not let that young reporter be disillusioned. Thank you
very much. 1'Il be happy to take questions.

MR HILL: Sir, this is not a question. | just want
to thank you for your thoughtful conmments today and again
express our appreciation for the research that you have
shared with us and encourage you to continue to do so. W
will hold the record open "til August 17th, and we | ook
forward to working with you on this inportant issue. Thank
you.

MR. GERARD: Thank you very much. W'Ill send you
nore.

MR. THOWSON. M. Gerard, | have a question on the
donmestic steel industry which addresses Departnent of
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Def ense needs for weapon systens is integrated with the

| arger industry that neets donmestic needs or civil needs.

| woul d appreciate your insights now or at a future tine
about how the portion that addresses Departnent of Defense
needs is integrated with the rest and how they nutually are
dependent .

MR. GERARD: |'mnot sure that | understand the
qguestion, but let me see if | do. You would be interested
in getting sone renarks fromus as to how the integrated
steel industry neets the demand of both the defense
i ndustry and what | will call the non-defense industry?

MR THOWPSON: |'Il try to clarify that there is a
portion which addresses Departnent of Defense needs.

MR. CGERARD: Yes.

MR. THOWSON: And there is a portion which addresses
civil needs. And they're mutually interdependent. And
was wondering if you could hel p us understand that.

MR. CGERARD: Sure; sure. W can certainly put
toget her sone information and send it to you officially on
the record in a week or ten days. But let ne also just say
that the whole of the integrated industry is at risk. \What
is conmonly referred to as the mini mlls or nmelt shops
that makes steel fromscrap currently -- and I don't know
what the technology will do in 5 or 10 or 15 years. No one
ever knows that. But currently the quality of steel that
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they make is not the quality of steel that goes to the
def ense industry.

The quality of steel that's nmade in nost of the
integrated mlls is of such a range of products that they
can neet the autonotive industry needs. They can neet
construction industry needs. They can neet conputer
i ndustry needs, and they can neet defense industry needs
for the range of defense products that need steel

But one thing that | think it's inmportant for all of
us to understand -- and too nany people think of the stee
i ndustry as a, quote, "rust belt industry" -- the stee
i ndustry and the iron ore industry are anongst the nost
sophi sticated, technologically advanced industries in this
country. And the range of products that they can nake and
the range of grades that are nmade in the steel industry,
you could actually have a m |l that is naking steel that
will go into the conputer chips or go into the conputer the
sanme tine that it's running products that will go into the
armanent industry or one conpany. And when that m |l goes
down, the whol e conpany goes down.

The conment that one of the presenters was making
about the integration of the industry, it's a very
capital -intensive industry. |It's a very sophisticated
i ndustry. And when one function of the industry is
damaged, it flows through like a domno effect. W al
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renenmber the term when we started thinking about dom no
effects. It flows through like a dom no effect.

One of the down sides that we need to worry about in
the iron ore range is that, when corporations in the steel
i ndustry are having the capital base dry up, when they're
cutting investnent and trying to survive, the downstream
users of the capital, like, for them the iron ore mnes,
are one of the first to be starved. And so they have that
dom no effect falling back.

W will try to give you very exact statistics that
will help make the point that I'mtrying to make. But you
need to keep in mnd that currently there is maybe one,
maybe two conpanies that will make nmoney in the second
quarter in Anerica. And those two conpanies wll probably
make noney because they are so new. They don't have
retirees yet. Gkay. They don't have retiree health care.
They don't have a pension plan yet.

| always get angry when people say, "Well, they can
make noney." Well, fine. U S. Steel mght nake nobney too
if they decided not to give anyone a pension plan, not to
gi ve anyone any health care benefits. But that's not the
kind of country we are, and that should not be the |evel we
expect to stoop to for an industry to survive. So thank
you very nuch for the question. | got an extra three
m nut es.
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MR WOODS: M. GCerard, for the sake of tine, one of
the things, if appropriate, that we would like to follow up
with you on are possible statistics on workers, kinds of
occupations and skills. As part of this study, there wll
be surveys of businesses both in the mning and in the
st eel - produci ng sector. But froma Department of Labor
standpoint, we will be helping in preparing the | abor
mar ket anal ysis and the occupational analysis. So, if
appropriate, we'd like to follow up and perhaps work with
you on additional information you have.

MR. CGERARD: We'd love to do that. And let ne just
say that we've had, for 15 years now, an organi zation that
we' ve funded, again through collective bargaining, called
the Institute for Career Devel opnent. And through that
institute, we are continuously upgradi ng our nenbers on a
vol untary basis, educational and personal skills as it
relates to the ability to do their work. And we were doing
conputer training in the ICD back in 1986 after the first
negoti ations, just to give you an exanple of how far ahead
of the curve we were. So we would be very, very pleased
and | ook forward to your request. And we would assign
sormeone to work directly with you for awhile if you need
t hat .

MR. WOODS: Thank you

MR. CGERARD: Thank you
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MR. HILL: Thank you, M. Gerard. Now we'll go back
to our schedule. 1'd like to call the Honorabl e Don
Koi vi sto of the Mchigan State Senate.

MR. KO VISTO Thank you. M. Chairman and comittee
menbers, my nane is Don Koivisto, and | represent the 38th
Senate District, which includes nost of the Upper

Peni nsula. After reapportionnent, we'll include just about
all of the Upper Peninsula. | want to take the opportunity
to, first of all, sincerely thank you for being here and to

t hank President Bush for ordering the investigation and
Secretary Evans for followi ng through on that. W realize
that that's an inportant step, and we want to nmake sure
that you understand that we do appreciate the efforts that
have been taking place today. What will be great is if
your investigation comes out in the end and concl udes what
we believe, and that is that there has been the unfair
dunping of steel into this market and that we need relief
fromthat scenario.

One of the things that | passed out in nmy witten

remarks -- and | have strayed fromthose. But in the
witten remarks -- | just periodically refer to themin the
time that I1'mallowed to speak here -- is one of the things

| included; was a letter. There are 38 Senators in
M chi gan, and we have 23 Republicans and 15 Denocrats. And
the letter that | circulated to you is signed by 30 State
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Senators requesting the same sort of thing that I'm
requesting, in requesting that you act favorably on the
i nvestigation that you're currently conducti ng.

So why | nention that is there is strong bipartisan
support in Mchigan for the position that this industry is
deserving of protection and deserving of assistance so that
they can conpete fairly in this narket. And what we have
said fromtine one, fromday one, is that, if we are
allowed to conpete fairly, then we will win that battle
time and tine again.

I'd like to refer to a coupl e paragraphs in the
witten portion that | have. And one of those paragraphs
says:

"Those that work in the mnes and steel mlls are

proud of their jobs. They rightfully say with a great

deal of pride 'l ama mner' or 'l ama steel worker.'

They al so have a sense of fair play in their

character, and they very strongly resent their jobs

bei ng threatened because of inports.”

That's inportant, and that's sonmething that | hope you'l
renenmber as you're going through the investigative aspect,
that those people are proud of the jobs they currently
have. And they don't want sonme ki nd of other
secondary-type profession to fall back on. They want to be
able to continue to conpete in the industry and continue to
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be able to do the jobs that they currently are doing.
Anot her paragraph | want to partially read is:
"When dunped steel and sem -finished slabs reach the
point of totally controlling the market, it can't help
but have a negative inpact on national defense. The
United States cannot allow this vital commopdity to be
controll ed by Japan, Brazil, Russia, the Ukraine, or
China. And once our domestic producers are put out of
busi ness, that is exactly what wll happen."
Yesterday the United States successfully conpleted an ABM
test over the Pacific Ccean. And you can see where sone of
those people that are currently in the market of producing
steel and dunping it in our market will be upset with that
kind of test that was successfully conpl eted.
| know there is a lot nmore work that will be done on
trying to negotiate treaty aspects and whatnot, especially
with Russia. But, neverthel ess, that just shows the
vul nerability of our particular industry to the threat of
bei ng econonically blackmail ed by those that woul d provide
such as precious comopdity as steel, which is so vital to
our econormy.
| guess the final comment | would nake is that 1've
represented the 38th Senate District since 1980. And we
have had mne closures in ny district in the past. And the
human el ement, when those cl osures take place, is
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absolutely devastating. |It's devastating on the business
conmuni ty, devastating on the work force, devastating on
the schools. And it's just sonething that | hope we're not
going to repeat here in the central UP

VWhite Pine at one tinme enployed 3,000 workers. And
one of the previous speakers, Congressnan Stupak, all uded
to the fact that, when South Anmerican copper took over our
mar ket, we were put out of business. Wll, those jobs
obviously will never be recouped. And once those nmines are
closed, the other thing will be that they will never be
reopened. That mine has been flooded. Because of the
nature of the mining industry, they will never be reopened.

When ny father worked in the iron nines in Gogebic
County, we had 30 active iron nines at one tine. And now
we have none in Gogebic County. So we hope you'll follow
through with the investigation and concl ude what we believe
to be right, and that is that there is illegal dunping
taking place in this market. And those sane peopl e that
say they're proud to be miners and proud to be stee
wor kers are also proud to be Anericans. So | hope that
will also count for something. Thank you.

MR. HILL: Thank you, sir. At this time, 1'd like to
call the Honorable Stephen Adami ni, Mchigan State
Representative

Sir.
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MR. ADAM NI : Thank you. Good afternoon. M/ nane is
St ephen Adamini, and | have the great honor and privil ege
of representing the citizens of Marquette and Al ger
Counties. That's the 109th Legislative District in the
M chi gan House of Representatives. The Enpire and Til den
m nes are located within the boundaries of nmy |egislative
district. And so the fate of those iron nines, the people
who work there, and the nany thousands of others whose
lives are inpacted econonically by those m nes weight
heavily on nmy mnd.

I ndeed, the day | took ny oath of office last January
at noontine, that sane day at 1:00 o'clock our |oca
newspaper cane out. And the headline was, "M nes May be
Forced to Close." And so the joy of assuming office was
qui ckly tenpered by the economic realities of a disaster
that m ght take place.

I amthe son, grandson, and great grandson of hard
rock iron ore mners. Mst of constituents in my district
are the children, grandchildren or great grandchildren of
people who imrigrated to this renpte and desol ate region
seeking to nake a living by mining iron or copper, or
working in the forest industry or, even nore renarkably,
sonme of themattenpting to farmin this clinate. No one
sought a handout; there were none to be had. They sought
good schools for their children so that they m ght have a
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brighter future. They sought steady work and pay, even
t hough the work was hard. And they sought the bl essings of
peace, liberty and freedom

The iron range that devel oped here in the late 1840's
and 1850's and the energing Geat Lakes steel industry was
one reason that the Union had a deci ded advantage in the
great Civil War of the 1860's, a fact that is often
forgotten.

Those sane iron fields, along with those of M nnesota,
and our large Great Lakes steel industry, served as the
foundati on of our participating in Wrld War | when the
United States was "the great arsenal of denocracy."

In World War 11, the iron and steel industries,
together with the great autonotive industry, which was
centered in the State of M chigan, outproduced our enem es
production by a magnitude that is al nbst inpossible to
i magi ne. Hundreds of thousands of jeeps, trucks and tanks
rolled off the assenbly Ilines in Mchigan. Thousands and
t housands of bonbers rolled off the assenbly |ines at
Wl low Run. Again, it was American industrial capacity
that saved the world fromthe horror of fascism

W are now in a new age, with new economnies, new
tradi ng patterns and new technology. W are told that it
is a global economnmy, where political boundaries are
meani ngl ess and i nportant decisions are nade according to
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the "bottomline."

Under such a scenario, it is suggested that the United
States doesn't really need a steel or iron industry. |If
the cost accountants -- and | prefer to call them "bean
counters" -- determne that we can get inported and
subsi di zed steel for a few cents a ton |less than Anerican
steel, well, that's the | aw of the econonic jungle. But
ask, once the Anerican blast furnaces are turned off, guess
what's going to happen to the price of foreign steel? It's
the I aw of the jungle.

Once the American blast furnaces are shut off, how
long will it be before sone cost accountant or "bean
counter" suggests it would be nore efficient and | ess
costly to produce cars, trucks, refrigerators, washers,
dryers, et cetera, at |ocations which are closer to the
source of steel, their main ingredient, that being nowin
foreign countries?

If Anerican loses its iron and steel industries, the
aut onotive and heavy manufacturing industries of this

country will not be far behind. 1It's the law of the
jungle. \When that happens, we will have |ost the capacity
for world | eadership. W will have | ost our objective, to

be the great arsenal of denbcracy. W will have | ost
everything that our ancestors cane here for; nanely, steady
wor k and good-paying jobs, a brighter future for their
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children and the bl essings of peace and freedomthat are
secured by our industrial mght.

Al'l of this can be prevented wi thout handouts or
subsidies. All that is asked by the descendants of those
hardwor ki ng i nmgrants is the opportunity to conpete in the
wor kpl ace and in the world econony on a | evel playing
field. Free trade nust be fair trade.

Al though | represent one small district in the Upper
Peni nsul a, because this issue is of so vital inportance to
the entire State of M chigan because of the ripple effect
on the autonotive industry, | believe |I am speaking on
behal f of the entire nmenbership of the M chigan House of
Representatives. And | note that ny good friend, Senator
Don Koi visto, pointed out that he had 30 of the 38 Senators
sign his letter.

I'"mpleased to report that there are 58 Republicans in
the M chigan House of Representatives, 52 Denocrats. W
had a unani nous vote in support of the resolution
of fered, which | have included in ny witten testinony and
which | won't bother you with. But | speak not only here
as a representative of this small district, but this is of
vital interest, | believe, not only to our region but to
our state and to our nation. Thank you

MR. H LL: Thank you, sir. At this tinme, 1'd like to
call the Honorable Stuart Bradl ey, Myor of the Gty of



00047

O©CoO~NOOOUTPA,WNPE

Mar quet t e.

M. Mayor.

MAYOR BRADLEY: | had the pleasure of neeting with a
few of you not too nany weeks ago in your fair city. | was
dressed a little bit differently, as | renenber, at that
time. But ny nane is Stu Bradley. | am a stockbroker with

firmof Edward Jones and currently serving as the Mayor of
the City of Marquette. However, today | am speaking to you
as a 26-year veteran of the United States Air Force.

In the fall of 1992, | retired fromthe Air Force with
the rank of Colonel at Randol ph Air Force Base in Texas. |
i medi ately noved back to Marquette County where | had been
assigned in late 1980's at K. |I. Sawer Air Force Base
| ocated 20 nmiles south of the City of Marquette.

My career field in the Air Force was aircraft and
nmuni ti ons mai ntenance. Later, as ny rank increased, |
added supply, transportation and contracting functions at
base level to these areas of responsibility. One of ny
| ater assignnments was the Headquarters Air Force |Inspector
General's team CQur teamof ten officers traveled the
world to evaluate each major Air Command's inspection team
W inspected the inspectors.

VWhat | saw on that tour of duty was a well-equi pped
and well-trained Air Force with strong | eadership and hi gh
norale -- a group of individuals who were proud to serve
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and ready to fight and win any type of conflict or nmjor
war. The ability to fight a war and win is dependent upon
a variety of variables, sonme of which are very subjective;
such as, |eadership, norale and conm tnent.

Mai ntai ning a high | evel of conbat readiness is
critical to our long range national defense objectives.
Wth an all-volunteer nilitary, it is essential that each
i ndi vi dual serving believes that our national |eaders back
policies that will ensure the mlitary forces will be
properly supported during wartine. Each volunteer soldier
has made a conmitment to support and defend our country
agai nst our enemes. But this conmitment can be a
short-term conmmtnent, and they can return to civilian life
in a matter of nonths.

Firing arifle, driving a tank, crewing a ship or
mai ntai ning an aircraft made from or supported by supplies
i mported fromother countries would send a negative signa
to our mlitary personnel, and in ny view lead to a reduced
noral e and | ower |evel of readiness of our entire nmilitary
force. The defense of our nation, which no longer rests in
t he capabl e hands of citizens of the United States, would
be turned over to others with much less of a conmitment to
our way of life. To win a war, our forces need a steady
supply of backup equi pnent, replacenent parts, nunitions.
Bei ng dependent upon other countries for those vital
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resources i s not good policy.

Qur nation's foreign policy nust be carried out froma
position of strength, not weakness. Wthout a donestic
steel - produci ng i ndustry, we wll reduce our position as
the world's only super power and will be relegated to just
anot her country that is dependent upon others for their
critical natural resources and industrial products. |
believe there is a reasonable probability sone tine in the
future that countries supplying iron ore and steel products
woul d use that as |everage in gaining sonme strategic
advant age over us. The dependence upon other countries for
our critical war-fighting resources in my opinion is poor
| ong-range policy that would greatly reduce our
i ndependence as a nation

Once we close down the iron ore mnes and di sassenbl e
the | ast steel-making furnace, this vital Anmerican industry
will be gone forever. Mnes would be al nbst inpossible to
reopen, and the econonic capital and tine required to
design and build new steel plants as well as not having a
skill ed workforce avail abl e woul d nake the cl osi ng down of
our steel industry an everlasting decision. Qur nilitary
forces would lose the ability to conduct a | ong-term war
and our country, in turn, would be acting froma position
of weakness.

| hope the President will be given all of the
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ram fications of the long-terminpact of shutting down the
nation's iron ore and steel industry. As anilitary
veteran and a person who | oves this country greatly,
believe the inpact on the nilitary services will be
devastating. And in my mind it's not worth taking the
chance of | osing something so vital to our own |long-term
security and i ndependence.

Thank you for your attention.

MR. WOODS: You nentioned in your coments, both
verbally and in witing, the |oss of sonme of the skills.
As mayor, what do you al so see -- or do you see as the
i mpact on the overall comunity? And the interests that we
woul d have on that -- and certainly looking at it froma
nati onal security issue -- is the conmunity is a key part
of that infrastructure. How does it inpact on schools,
ot her things, population base for this area?

MAYOR BRADLEY: Well, about ten years ago, a decision
was nmade to close an Air Force base that | was once
assigned at. And we're still sort of feeling the inpact of
that. | think we've had sone good, positive things that
have occurred in the mddl e that have hel ped maybe ease
that pain. But | think the nmine would be nore much
serious.

The base had 3800 military people and about 800
civilian jobs. A lot of that nobney stayed on the base.
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don't know what percentage of it. But the commi ssaries and
the hospitals and the PXis all out there. But all of the
mners and all the people that work at the m nes and
support the nmines and the mners, all that nopney stays
locally; in our county, primarily. And | just think it

woul d have a -- | spoke today on national defense because
wanted it to be a little bit different, | think, than
everybody el se's.

But, | mean, as a citizen of this county, | can see
just a devastating inpact on the econony of our whole
county. | mean, our nunbers, | think our population in
1980 for our county was about close to 80,000. And then in
1990 it went down to, like, 74,000. And now we're down to

64,000. And that |ast 10,000 was prinmarily the base
departure. But | think that we can recover fromthat. But
it's going to take an awful long tinme to recover fromthe
nm nes cl osi ng.

MR. WOODS: Thank you

MR. HI LL: Thank you very nuch, sir. At this tine, as
we had previously scheduled, we will take a short break.
W will reconvene the hearing at 2:00 o' clock in this room
promptly. | will begin the testimony with M. Arsenault,
Vice Chairman of the Marquette County Board of
Conmi ssioners. So at this time we're in adjournnent or
recess, whatever.
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(OFf the record)

MR. HILL: The hearing will come to order. Before we
begin, I'd like to once again thank the people at the
University here for their gracious hospitality. It's ny

under st andi ng they' ve gone us even one better, that they
have offered and are now furnishing refreshments down in
the atrium which | understand is you go out this way and
down the stairs; hot and cold drinks, especially the warm
ones for those of you who braved the rain outside. So fee
free, as the hearing progresses, to partake. And, again,
our thank you for the very gracious hospitality fromthe
Uni versity.

I'd like to rem nd our witnesses, as we go through the
panel, that we do have a tinmer. M. Tiner, raise your
hand. As in a Congressional hearing, each wi tness has been
allotted five mnutes to give their testinmny. And we will
then have Qs and A's fromthe panel for the next five
mnutes. And we'll try and nove forward. W do have a
| arge nunber of witnesses to hear from W're very excited
about it, and we'd like to start. Having said all that,
I'd like to call, to get us going here, Paul Arsenault,
Vi ce Chairman of the Marquette County Board of
Commi ssi oner s.

Sir.

MR. ARSENAULT: Good afternoon. M nane is Pau
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Arsenault. | amthe Vice Chairman of the Marquette County
Board of Conmi ssioners. Chairman Gerald Corkin is unable
to testify because of a prior national conmitnent in

Phi | adel phia. His support for domestic iron ore and steel
production is so great that, if we could open a w ndow, we
woul d probably hear himall the way fromthe Liberty Bell.
The board's support is as great as the chairman's. The
board thanks you for this opportunity to testify. The
board is distressed, concerned and di smayed that the

probl em of steel dunping has gone on this long and that so
little has been done prior to today's hearing. Qur country
must protect its national defense infrastructure. |Iron ore
is a fundamental raw material needed to naintain that

i nfrastructure.

As a long-tinme resident and busi ness consultant, |
know t he inportance of iron ore mining to our comunities.
And | know the difficulties that we will experience if the
m nes cl ose because of inports. These difficulties will
have an inmpact on national security. Oher speakers will
tell you about history, and tell you nuch nore about
nati onal security and mning.

| want to talk about people and the comunity. As a
| ocal elected official, |I'm stopped at the grocery store or
at church and told what will happen to famlies if the
m nes close. Wat will happen is that people will |eave
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the area. Comunities will decline. Qur econony will
suffer. These local problens will have an inpact on
nati onal security.

Mar quette County, unfortunately, has recent experience
with losing a major enployer and contributor to our |ocal
economy. Because of the Federal Base Re-alignnent C osure
Act, the K. I. Sawyer Air Force Base, located in Marquette
County, closed in 1995. At that Tine Marquette County
started |l osing $150 mllion dollars annually. About 1400
| ocal jobs were lost. By the year 2000, 6,253 people noved
out of the County. Only ten years ago, K |. Sawer was one
of the County's top enpl oyers.

Now the County is confronted with another loss, a | oss
that woul d have an even greater inpact than the cl osure of
K.I. Sawyer because, unlike an Air Force base, all of the
enpl oyees fromthe mnes are |local residents.

An unfortunate exanple of the econonic inpact our area
woul d experience fromthe mnes closing is the closing of
LTV mining in Mnnesota. Wen that mne closed in January
of 2001, 1400 jobs were lost, $87 nillion dollars in wages
and benefits were gone, $131 million dollars in purchased
goods and services left the comunity. The state |lost $9
mllion dollars in royalties, and $20 nmillion dollars were
lost in taxes. The total econonic inpact of the LTV nine
closing in Mnnesota is $247 mllion dollars.
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Iron mning on the Marquette Range in Marquette County
goes back over 150 years. And the threat of |ocal m nes
cl osi ng goes back alnobst as far. |In the past, however,
sonme mines struggled and cl osed whil e others conti nued.
Workers with skills specific to the mning industry were
hired at operating mines when the econony picked up

Today, the last two iron mnes in Marquette County are
at risk because of foreign steel inports. 90 percent of
the workers at those mnes or 5 percent of the enployed
| abor force in Marquette County |live, shop, own property,
pay taxes, receive nmedical care and have children that
attend school here.

Approxi mat el y one-half of those enpl oyees have skills
that will transfer to other places of enployment. These
are occupations such as electricians, nechanics and
electronic repair specialists. However, it is unlikely
that all of these skilled workers will be able to remain in
the area. Many of the workers and their fanmlies will have
to relocate to areas without iron ore, to places where
enpl oyers provide jobs that offer conparable wages and
benefits. As a result, the local |abor market will [ack
skills needed for local mning production. The |oss of
this necessary skilled labor force will add to the
prohi bitive costs of restarting future nining production
This inability to restart donestic iron ore production is,
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in the opinion of the board, a national security concern

The remaining half of the mning enployees will have
skills specific to the mning industry that woul d not
transfer to other occupations. The |lack of econonic
opportunity in the area would nake it difficult for al
af fected enpl oyees to find other enploynment in Marquette
County or the Upper Peninsula. Additionally, if new
enpl oynment is obtained, it is unlikely they will find new
positions locally that provide the sanme wages and benefits
currently received fromour |ocal mnes.

The Tilden and Enpire nines enploy 1,740 | ocal people
with an average wage of $19.00 per hour. The annual
payroll is $147 nmillion dollars, including benefits. About
$249 million dollars in |local services and supplies are
purchased each year. State and |ocal taxes received each
year are $6.7 mllion dollars. The specific ore tax is
5.7.

Marquette County is still recoiling fromlosing one of
its top enmployers in 1995. dearly, our comunities and
fam lies cannot | ose another top enployer. The viability
of Marquette County depends on the econom ¢ health of the
iron ore industry. The viability of donestic steel for
nati onal defense depends on the iron ore mnes of M chigan
and M nnesota. Thank you

MR. HILL: Thank you, sir. | have a question, and ny
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fell ow panelists may have others. Towards the end of your
testinmony, you tal ked about the 5.7 percent. |Is that a tax
by the state on iron ore production?

MR. ARSENAULT: VYes. |It's a specific ore tax which is
based on production. That's correct.

MR HILL: GCkay. |Is that only a state tax? O is
that a local tax as well?

MR. ARSENAULT: It's a state tax.

MR HILL: Ckay.

Any ot her questions? JinP

MR. WOODS: | appreciate the details and some of the
data that you're providing. The 249 million dollars in
| ocal services and supplies, does that include not only
di rect vendor services but also estimates of other inpacts
on the community, other |oss of jobs?

MR. ARSENAULT: Yes. Yes, it does. Northern M chigan
University, a study that was done by the University states
that, for every mning job we have, there are 16 ancillary
jobs. And so there would be a ripple effect that woul d be
devastating to this county.

MR. WOODS: Thank you.

MR. HILL: Any other questions? kay. Thank you,
sir.

kay. At this tine, I'd like to call M. John Brinzo,
Chai rman and Chi ef Executive Oficer of Ceveland-diffs,
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Inc., acconpanied by M. Paul Korpi, General Manager
Enmpire Iron Mning Partnership, and M. Mke Minar
CGeneral Manager, Tilden M ning Conpany.

Gentlenmen, | don't know which order you'd like to go
in. But, please, M. Brinzo. Good to see you again.

MR. BRINZO Thank you. Good afternoon, M. Hill and
menbers of the panel. M nane is John Brinzo. | am
Chai rman and Chi ef Executive Oficer of Ceveland-diffs,
Inc. | appreciate the opportunity to appear here today to
present testinony at this inportant hearing. | amjoined
today by ny col |l eagues, Paul Korpi and M ke Minar, who are
the General M ne Managers of M chigan's two remaining iron
ore mnes. Wiile they will speak to their specific
operations and the threat inports of senmi-finished stee
pose to their mines' future viability and our country's

nati onal security, my comments will focus on our only
customer, the blast furnace of the integrated steel
conpany.

The integrated blast furnace remains the only
commercially proven technol ogy capabl e of converting |arge
quantities of iron ore into iron netal, the basic
i ngredient fromwhich all steel is made. Iron is consuned
not only in the production of the higher grade steels in
the integrated steel -making process, but also as an input
for electric arc furnaces as mni-mlls expand into product
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lines that require higher quality. The ability of any
nation to maintain an i ndependent and vi abl e steel industry
hinges on its ability to convert iron ore toironin a

bl ast furnace.

Today the blast furnace in the United States is under
attack by foreign steel producers, many of whom are owned
or subsidized by their governments. Seni-finished stee
i mports have surged dranmatically, nore than quadrupling to
8.6 mllion tons in 2000. Sem -finished steel inmports from
Brazil, Mexico, Russia, and the Ukraine alone totaled 6
mllion tons in 2000, over a 900 percent increase from
1990. This massive increase of senm -finished steel inports
represents a cal culated assault intended to establish
reliance on inported slabs while bringing about the
premature closure of U S. blast furnace capacity. |If the
United States fails to take i mredi ate and deci sive action
to fend off this attack, blast furnaces in this country
wi || disappear and our ability to nake steel to defend
ourselves in the event of a national energency will be |ost
forever.

Forty years ago there were nore than 200 bl ast
furnaces operating across this country. Today there are
only 36 left in the United States. Mintaining a bl ast
furnace is extrenely costly, with a conplete reline of a
| arge furnace costing in excess of 100 mllion dollars. In
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1999 two blast furnaces in the United States were relined,
one | ast year and only one this year. The life of a
typical reline is approximately 12 to 15 years.

In addition to the enormous capital required to reline
a furnace, new environnental regulations have added
consi derabl e cost to blast furnace operations. In recent
years, domestic producers have spent tens of nillions of
dollars to install new environnental equi pnent upgrades.
Yet there are producers fromcertain countries that inport
| arge volunes of steel into the United States who are not
subj ect to the sanme high environnental standards. In fact,
a significant quantity of world production is being
produced in open hearth furnaces, an extrenely
environnental ly unfriendly process.

When these costs are conmbined with the |ivable wages
U S. steel conpanies pay their workers, it's not difficult
to understand why domestic producers have difficulty
conpeting agai nst foreign inports fromless devel oped
countries where governnents often own or subsidize their
steel mlls. Since 1997, 18 steel conpanies in the United
States have filed for bankruptcy protection, and industry
anal ysts believe others to be in serious jeopardy of
failing.

Many of these troubl ed donestic steel conpanies are
faced with the econonic decision to reduce costs and
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conserve cash by switching to and processing | ow priced
sem -finished steel inmports. Wile this could provide
short-termrelief, the | ong-term consequences woul d be
di sastrous and likely irreversible.

Beconming reliant on inports of foreign steel slabs for
our domestic raw steel requirenents would bring about the
i medi ate cl osure of primary steel-making operations and
eventually the elimnation of the donestic finishing
operations. Once foreign steel producers control our basic
raw steel requirements, they will sinply nove up the val ue
chain and inmport higher valued finished products. This
wi Il have serious inplications for the entire country by
reduci ng our national defense capability and subjecting our
essential donestic needs to high prices and interruptions.

The transformati on of our donmestic steel industry from
that of "steel producer"” to an industry of "steel
converter"” is not a natural evolution driven by the
depletion of quality donmestic inputs. To the contrary, we
have adequate supplies of high quality raw materials. Wat
we are confronted with today is the inplenmentation of a
very cal cul ated business plan by the world's iron ore
producers to dom nate the world's iron ore and stee
nmar ket s.

For exanple, CVRD, a Brazilian mning conpany, has
acquired virtually all of Brazil's rich iron ore resources
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in the past couple of years. \While they have had only
limted success in penetrating the U.S. iron ore narket,
they have initiated a strategy to capitalize on the
financially distressed U S. steel industry by inporting
iron units in the formof sem -finished steel slabs through
rel ated steel companies. This is evidenced by plans
announced by Brazilian steel mlls to bring on-line 9
mllion tons of new slab capacity and purchase finishing
facilities in the United States to roll slabs.

Under existing trade law, Ceveland-diffs cannot
initiate a trade action on subsidized and unfairly traded
sem -finished steel slabs because we are not a slab
producer. |If foreign iron ore and steel producers are
allowed to inport unlimted quantities of steel slabs into
the U S. steel market, donestic blast furnaces and iron ore
mnes will close.

At this point, our country will no |onger have the
capability to produce steel for its national defense or
i ndustrial needs. It is inperative that the United States

retain its steel-making capability, which can only be
achi eved by taking action now under Section 232 and
tenmporarily limting inports of sem-finished steel
Absent such a restriction, slab prices will renmain
artificially depressed and donestic steel producers wll
not invest in relining blast furnaces.
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Thank you again for the opportunity to testify today.
And | woul d be happy to answer any questions that you may
have.

MR. HILL: Thank you

M . Kor pi .

MR. KORPI: Thank you. Good afternoon. M nane is
Paul Korpi, and |I'mthe general manager of the Enmpire M ne
| ocated in Pal mer, M chigan

The Enpire Mne is an iron ore mning and processing
facility which has been in production since 1963. During
that time, Enpire has produced over 200 nillion tons of
iron ore pellets for U S. integrated steel making.

Enpire M ne enpl oyees begin returning to work today
followi ng a six-week shutdown to reduce our 2001
production. The shutdown was directly related to the |arge
amount of unfairly inported steel being dunped by foreign
producers on Anerican shores. As a result, Enpire's
proj ected 2001 production of 7.2 million tons is well bel ow
the original project of nearly 8.1 nillion tons of iron ore
pel | ets.

Enmpi re enpl oys 925 skilled workers with an annua
payroll, including benefits, of nore than 80 million
dollars a year. The mine purchases nore than $100 mllion
annual ly in local services and supplies and has an annua
| ocal econonic inpact of nore than $190 mllion
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Based on current dedi cated reserves and production
pl ans, the Enpire nine has a projected life of nine to the
year 2017. There are, however, additional resources
avai |l abl e that woul d extend the |ife-of-mne considerably
as market conditions permt.

Due to what can only be called an industry inport
crisis, LTV Steel Conpany, a 25 percent partner-owner of
Enpire, is currently in Chapter 11 bankruptcy protection
In addition, Weeling-Pittsburgh Steel Corporation, a
| ongti me partner-owner of Enpire, filed for Chapter 11
bankruptcy protection last year and sold its ownership
interests. The other partner-owners of Enpire are |spat
Inl and and The C eveland-diffs Iron Conpany.
Cleveland-Cliffs is also the managi ng conpany of the mne

Enpire has only one custoner -- the blast furnaces of
the integrated steel-making conmpanies in North Anmerica.
When inported sem -finished steel slabs are used by
steel makers in place of using blast furnaces, no donestic
iron ore i s used.

As an exanple, Enpire M ne partner Ispat Inland has
announced the planned shutdown of two of their smaller
bl ast furnaces. Due to the current econonic conditions and
scarce industry capital, it would be difficult for Ispat to
justify any major investnent in these furnaces or in
repl acenent electric furnaces. The lost production from
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these blast furnaces is a prine candidate to be repl aced
with inported seni-finished sl abs.

Because of the process involved in mning and
producing iron ore pellets, mnes such as Enpire are very
i nefficient when not operating at full capacity. Due to
high fixed costs, Enpire is not cost effective when it mnust
endure a production cutback such as this sumrer's six-week
shut down.

Enpire, its partners and its people have worked hard
to maintain the mne's viability in a difficult
mar ket pl ace. Enpire's partners have invested nearly 165
mllion dollars in capital inprovenents in the |[ast decade
at the nine.

Qur workforce is the best trained and best prepared in
the industry with constant skill training and professiona
devel opnent taking pl ace.

Li ke other American iron ore producers, however,
Enpire finds itself struggling through a very difficult
econom ¢ situation with reduced donestic steel consunption
and depressed steel prices due to steel dunped on our
shores by other countries. |If the current trend continued
unabat ed, the high costs and inefficiencies incurred by
Enpire could lead to a disaster if our mne was forced to
per manently shut down.

That woul d not only be a disaster for the hardworking
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men and wonen at Enpire and their fanilies, but also for
the many rel ated busi nesses, enpl oyees and famlies who
depend on a healthy iron ore industry for their |ivelihood.

On a larger scale, however, the permanent closure of
Enpire woul d al so be a disaster for our country. As it is,
we continue to | ose donmestic iron ore capacity. Twenty
years ago, the United States produced 91 million tons of
iron ore to fuel our steel industry. Wth donestic stee
production shrinking because of unfairly inported
sem -finished steel, demand for iron ore pellets has been
reduced. W currently have about 53 million tons of
pel | et - maki ng capacity in the United States, which neans
that nmore than 40 percent of the United States iron ore
production capacity has been elim nated.

My father is a veteran of the United States Arny who
served in Europe during Wirld War I1. Upon his return from
the Service, he joined nmy grandfather as an underground
m ner working for the sanme conpany as | represent today.
had the great luck, actually, to join ny father as an
underground m ner during ny college days for sunmer
enpl oyment. My grandfather and ny father believed then, as
| do and as ny father does today, that M chigan iron ore
was and is vital to the strength and defense of this
country.

M chigan iron ore hel ped create the steel that built
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the machinery allowi ng us to beconme the strongest nation in
the world. Wile Mchigan iron ore continues to help fue
the donestic steel industry, its existence is precarious
due to the high levels of inported, senmi -finished steel

That is why it is vital that this flood be stopped as
qui ckly as possi bl e.

Once lost, the iron-producing mnes and steel plants
of Anerica cannot be rebuilt or re-opened easily or
qui ckly. The highly skilled workforce cannot be repl aced.
Once dismantled, the infrastructure that supports the mnes
and mlls would take years and hundreds of nmillions of
dollars to replace, if it would be possible at all

As an industry we are not asking for special
privilege. W are sinply asking that you hel p us preserve
this vital industry and allow us to work to provide the raw
mat eri al s necessary to our national interests.

At this tinme | would al so be happy to entertain any
guesti ons the panel nay have. Thank you

MR HILL: Ckay, sir.

M. Minar?

MR. M.INAR: Good afternoon. And thank you for the
opportunity to speak. M/ nane is Mke Minar, and I'mthe
general manager of the Tilden Mne, which is |ocated near
| shpemi ng, Mchigan. | am here representing the 815
har dwor ki ng enpl oyees that we enjoy at Tilden. Tilden is
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an iron ore nmining and processing facility which has been
in operation since 1974. During that time, Tilden has
produced nmore than 140 nillion tons of pellets.

Til den has an annual payroll, including benefits, of
nore than 65 mllion dollars. The mne purchases 139
mllion annually in |local services and supplies and has an
annual | ocal economc inpact of nmore than 200 million
dol I ars.

Based on our current reserves and mning plans, we
have reserves to |l ast an excess of 40 years. However, due
to the current steel industry crisis, the economc
viability of that life is being challenged. Like other
iron ore mining processing facilities in the United States,
the Tilden mne has only one customer, and that's the bl ast
furnaces of the integrated steel-nmaki ng conpani es.

Currently, unfairly inported, sem-finished stee
sl abs are being used by steel makers in place of naking
steel using the blast furnace nethod. By purchasing
i mported, sem -finished steel, pellets are elimnated from
the process. And as a direct exanple, in 1999 Wirton
Steel purchased inported slabs and shut down Tilden from
the inmpact for nore than a half a million tons, which was a
maj or factor in causing us to lose nore than 1.6 mllion
tons that year.

More recently, just three weeks ago, Tilden restarted
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production follow ng a six-week shutdown due to the effect
of inported sem -finished steel slabs. As a result, Tilden
is scheduled to produce 6.8 mllion tons, which is down a
mllion tons fromthe original projection of 7.8 mllion
This reduction in production has nmeant that nmany of our

enpl oyees were laid off during a portion of the sumer.

In addition, as Paul explained, Tilden, |ike Enmpire,
suffers a high level of fixed costs. And it's not
cost-effective when it must endure a production cutback or
shutdown. And this has a very negative inpact both on
Til den and on our owners and customers.

This type of cost escalation spiral which results from
shut downs wor ks agai nst what we have worked so hard to do,
and that's to keep our costs down for the past 27 years. |
think it's inportant to point out that, since Tilden's
expansion to double its capacity in 1979, there have been
no other large investnments or expansion capability built in
the United States. If we allow the current inport crisis
to reduce our iron ore production capability and, as a
result, mnes such as Tilden close, | can assure you that
it would be inpossible to re-open or gear them back up in
termof a national emnergency.

Facilities such as Tilden require |arge amunts of
capital to mine and process iron ore efficiently and cost
effectively. Over the past ten years, Tilden's owners have
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i nvested nmore than 115 million in new equi prent and
technol ogy to keep us at the current edge of our industry.
To construct a greenfield property or to return a
shuttered mne to operation would |likely take investnents

totaling near or even topping a billion dollars.

Desi gn, construction and obtaining and installing the
necessary processing equi pnent woul d take years.

Closing a mne now would trigger a reclamation process
that could nmean renoval of the fresh water basins and
tailings inmpoundnents that are needed for operation
Reversing this process to crate reservoirs and tailings
areas would be difficult even if property and water sources
wer e avail abl e.

If the mines close, we would | ose the current network
of suppliers and services that we now have in place. And
as Representative Stupak explained this nmorning, we would
likely also lose the railroad and much of the G eat Lakes
shi pping fleet, which are the key transportation systens
necessary to nove our commodity fromthe nine to the
mar ket .

Most inportantly, once lost, the skilled workforce

that we enjoy would take years to train and replace. In
short, while it may be true that you don't know what you
have until it's gone, | can assure you that those of us in

this industry know that, once the mnes are gone, they are
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virtually irreplaceable.

That | eads us to the question of whether we want to
repl ace our efficient, productive, world-class iron ore and
steel industries with inported steel. As a mine nmanager
and also as a citizen of the United States, | can tell you
that the only answer | see to that is a resounding "no."

If you believe, as | do, that our strength cones from
within and that the security of our national defense is
critical, then | urge you to consider what those of us in
our industry are presenting at today's hearing.

An effective national defense begins with a strong and
heal thy steel industry, and steel begins here on M chigan's
Iron Range. W as iron ore miners are proud to be a |link
in that national defense chain, and we ask you for your
support for us to continue in that effort.

And now, if you have questions of any of us, we'd be
open to that.

MR. H LL: Thank you. |'msure we have a nunber of
questions. 1'd like to start with you, M. Brinzo, if |
could. During your testinony, you spoke about the costs of
t he environnent requirenments that have come up over the
recent years and maybe even further back than that. And
know that Cleveland-Ciffs is not an integrated steel mll.
You don't have a blast furnace. And I'mnot really | ooking
for an answer today. But any infornation you could provide
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us on those costs and those | aws?

W have a report that goes back to 1994 that we were
able to collect that gives us sone insights into that. But
we woul d be interested in updating that a little bit. And
we' Il be asking our colleagues at the EPA for an update on
that; but if you had any information you could gather
And, again, | understand that may be a tough assi gnment,
but that would be very hel pful.

MR BRINZG Well, M. HIl, | would think that the
gentlemen that will follow nme that represent the stee
i ndustry would be in a better position --

MR. H LL: Sure.

MR. BRINZO -- to speak to the environnental costs of
the steel industry. As a supplier to that industry, we are
kind of well aware of what the anount of capital that goes
into the steel conpanies is because inevitably we have a
conpetition for capital with our steel conpany partners as
to where the noney is invested, steel plants or in iron ore
m nes that they happen to be partners in. And we
frequently hear about the shortage of capital and because
so nuch of it is designated for environmental spending.

From our own standpoint at Ceveland-Ciffs, our
expendi tures on environnmental, though significant, are not
to the | evel of steel-naking conmpanies thenselves. But we
spend tens of mllions a year in insuring that any water
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that we use in our process is properly inpounded that
doesn't get into the water table; scrubbers on our
equi pnent, environnental controls in our plant,
environnental controls on the equi pnent and just plain good
environnental ly sensitive mning nethods for operating in
t he Upper Peninsul a.

So our expenditures are significant, but not to the
| evel that a steel conpany would incur

MR. HILL: Appreciate that. Thank you

Bill?
MR KIRK M. Minar, you said that, to construct a
greenfield property, it would cost about a billion dollars.

Is that the size of Tilden or smaller?

MR. M.INAR  Approximately the size of Tilden. If a
new facility were to be constructed, it would likely be the
size of Tilden and Enpire combi ned, which would take
advant age of the larger-scale efficiencies that would cone
with that.

MR. KIRK: Right. Thank you

MR BRINZO M. Kirk, if |I mght just address your
point, Mke Minar's conments are exactly right on the cost
of building these facilities. | would only add that a
facility like Enpire or the Tilden nmine could never be
built today for that kind of an anpbunt because the prices
that iron ore niners are receiving are much the sane as
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steel producers in the world. They are depressed. And the
| evel of revenue that we would get would never justify the
spendi ng of hundreds of mllions or a billion dollars to
repl ace these facilities.

These facilities were built at a tine when the price
for iron ore was roughly 50 percent greater than it is
today in absolute terms, not in real terns. So prices have
been forced down both for the steel conpanies, |largely
t hrough trade, and al so through iron ore, largely through
the inmpacts of currency changes in producing countries in
ot her parts of the world.

MR HILL: Brad.

MR. BOTWN. | have a question. M. Brinzo, you
mentioned you're | ooking for possibly tenporarily limting
i mports of sem -finished steel. What tinme duration are you

t hi nki ng about? And have you done sone analysis on this?
Al so, have you | ooked at duties and tariffs as an
alternative renedy, fromyour standpoint, both to raise
prices?

MR BRINZG Well, M. Botwin, | think that what we
need here is a duration that would be at |east five years
to control the sem -finished inports to allow the
steel makers to fundanentally get financial strength for
themto again raise the capital to reline their furnaces
and provide the necessary relief. | think anything shorter
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than that will be very difficult. | can't really address
your question on quotas and tariffs.
MR. VACCARO. M. Brinzo, I'll follow up on that

point. Could you describe what you think the inpact of
such restrictions would be on the U S. Steel industry as a
whol e, maybe comenting not only on the integrated sector
but on new nmills and converters al so?

MR. BRINZO The inpact of this will be this: It wll
fundanmentally allow U. S. producers, in conjunction wth
what steel producers are asking for and other trade relief,
a period of time to becone financially capable again to
reline blast furnaces. It will allow producers hopefully
to neet the denand of slabs donestically rather than
t hrough having to inport foreign slabs. And nost
inmportantly, it will preserve steel naking and iron ore
mning in this country to fundanentally provide the
necessary industry that will be necessary for defense and
conmer ci al success of this country as we have known it over
gener ati ons.

MR. THOWSON: Gentlenen, | have a coupl e basic
guestions. And the first is, what is the additional cost
to pelletize the ore, to formpellets?

MR BRINZG The incremental cost?

MR THOWSON. Right.

MR KORPI: You nean to convert it froma --



MR. THOWPSON: Yeah

MR KORPI: -- concentrate or arawinto a pellet?

MR. THOWPSON: Correct.

MR. KORPI: See, fromthe concentrates, assum ng we've

concentrated out ore, which is sonething that we have to do
here in Mchigan that is not done by a ot of foreign iron
ore producers, we have to add another 4 or 5 dollars a ton
to produce a pellet fromconcentrates, which also has a
pretty significant cost in production, approximtely 10 to
11 dollars a ton, to produce those concentrates fromthe
ore once it is mned.

MR. M.INAR:. M. Thonpson, because we process a little
bit different iron ore at Tilden, it would be a touch nore
than that, nore in the 6 to 7 dollar range. Qurs requires
a bit nore heat to convert it to pellets than it would at
Enpi re.

MR. THOWPSON: And, foreign producers, they don't
require concentration or pelletization?

MR. KORPI: You know, particularly the Brazilian and
Australian producers right now are nmning the ore. And
they may pelletize the ore. But they have to do no
upgradi ng as we have to do here in Mchigan or in
M nnesot a.

MR BRINZG W would estimate that a Brazilian's
overal | cost of producing pellets would be roughly half of
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what it would be here.

MR HLL: M. Minar, on the energy costs, we've been
visiting and talking with several mnes. And in one
| ocation they talked to us about investigating alternate
fuels. And they went through a litany of issues they're
coming into as they try to explore alternative fuels.

Ei ther you or M. Korpi, have you | ooked at alternate fuels
for your furnaces? Have you run into any problens there
that you'd like to nake us aware of ?

MR. M.INAR:  Yeah, I'll start. Both Enpire and Til den
enjoy the ability to burn alternate fuels. And we were
built, both of us, with the ability to burn both natura
gas and coal. Wth the high price of natural gas now, we
are burning in excess of 80 percent coal right now. The
problemthat results for us is it isn't quite as clean a
operation. What | mean by "clean" is not
environnentally -- environmentally is fine -- but clean in
the process itself. W suffer some buil dup and subsequent
damage to the equi pment because of that buil dup

MR HLL: No. | was referring to -- | guess let ne
make nyself a little clearer

MR. M.INAR  Ckay.

MR. H LL: The gentlenan had talked to us. And
don't want to give away any business confidenti al
information. But he was tal king other than I would
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normal Iy think of, you know, with coal, natural oil
petroleum things like that. They are investigating, you
know, things that nobst people don't think about. And they
actually found a couple products that would burn and burn
very efficiently and hot. But then when they went to
i nvestigate, they ran into sone problems. |n one case, an
associ ation representing the group of the commodity was
hesi tant because there was U. S. subsidi es supporting that
commodi ty.

Have you investigated, other than coal and natural gas
and things like that -- what we're |ooking for as we go
t hrough the studies, the various renedies we m ght propose,
regardl ess of which way they're run -- is there anything we
need to know here? |Is there anything that you suggest we
| ook into?

MR KORPI: Well, we are watching with interest sone
of our sister operations in Mnnesota. They're |ooking at
wood chip burning, as an exanple. And we'll follow that

very closely to see if we can apply that technol ogy here.
MR KIRK: W is doing that? Wi in Mnnesota is
usi ng the wood chi ps?
MR. M.INAR: There's been some testing done at Hi bbing
Taconite Mne, just a short ampbunt of testing. And the
M nnTac mine, which is run by USX, has burned wood chi ps as
wel | .
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MR. BRINZO W are |looking at other fuels such as pit
coke and that in all of our operations. The benefit that
these two mines in Mchigan enjoy is the ability to burn
coal. So our need to | ook at some nore exotic sources of
fuel |ike wood chips haven't been as great as to where the
M nnesot a operations have nore trouble burning coke.
Therefore, things |ike wood chips becone nore feasible, if
you will, than here in M chigan

MR. HLL: And we saw a tank unl oadi ng coal yesterday
over on Presque Isle. So --

MR KORPI: One thing that | nmight note for the Empire
mne this year, we've invested about 800,000 this year into
di fferent coal -grinding technology, which is quite
i nnovative. And it inproves our efficiency in coal burning
and also allows us to use essentially 100 percent coal in
our firing process. So, you know, work is going on in
trying to inprove our ability to also burn conventiona
fuels. And in the case of Enpire, with an 800, 000 capita
i nvestment, we are pursuing those opportunities also.

MR. HILL: Any other questions?

Jim

MR WOODS: First of all, one question, that was
dealing -- both of you spoke about the critical inportance
of the enpl oyees and workers as really being, of all of the
i mportant resources, the nost significant group in this
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process. Do you have or is there non-proprietary

i nformati on that could be shared as part of the study?
There will be a survey that asks for what you consider the
six nost critical occupations, and you could expand upon
that. But for Mnnesota we do have avail able, fromthe
Labor Market Information Division in the State, enployment
security staffing patterns. And because there were siXx
mnes there, we are able to ook at that information. And
there are confidentiality issues.

Is there possibly staffing pattern information that
you could share from your organizations as part of the
study? We could talk about this later if held in
confidence because, as part of the Labor Market Analysis,
one of the key parts is |ooking at the whol e occupationa
distribution within the firns.

MR HLL: As a point of order, 1'd just like to
clarify that, if you do submit information to us and you do
ask us to hold it confidential, we will, as part of the
process.

MR. BRINZO W woul d be happy to share any enpl oynent
i nformati on we have.

MR. HILL: GCkay. Thank you.

MR WOODS: And this is just clarification on ny part.
| guess it will be picked up in the report itself.

M. Korpi, you had sone really significant figures. Do you
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have a paper copy? O would you be able to share a paper
copy of your statenents --

MR KORPI: Yes.

WOODS:  -- with us?

KORPI: Yes, | would.

WOODS: G eat.

H LL: Okay. One |ast question, Brad.

MR. BOTWN. Short question. Let's go back to
environnental issues. W do, in fact, in the survey, ask
guesti ons about your environnental costs. Have you had an
opportunity to visit the Brazilian mnes, the Australian
nm nes, look at then? Do they do any type of environnental
protection, cleanup, in their processes? W have not had a
chance to go visit.

MR. BRINZO | have personally been at the Carejoff's
(phonetic) operation in Northern Brazil, which is operated
by CVRD. Their costs are very low, an efficient mne. Yet
they operate with a very high grade of iron ore. The best
that | could tell, they operate at a very high standard of
safety and environnmental protection.

MR HILL: GCkay. Thank you, Gentlenen, very nuch. At
this time, I'd like to call M. Carl Valdiserri, Chief
Executive O ficer at Rouge Steel.

MR. VALDI SERRI: Good afternoon. And thank you all
for the opportunity to speak to you today. | am Carl



00082

Val di serri, Chairman and Chief Executive O ficer of Rouge
Steel. Rouge Steel is an independent steel naker that
services the autonobile industry. 80 percent of what we
make ends up on four wheels. By way of background, Rouge
Steel was a wholly owned subsidiary of Ford Motor Conpany
and, in fact, was founded and built in the 1920's by the
original M. Ford as a part of what was then referred to as
the "Arsenal of Denocracy," the phrase that you've heard
bef ore.

We at Rouge are a 45-percent owner in a
M nnesot a- based iron ore mine. However, because of the
differences in the iron ores that our blast furnaces
prefer, we are one of the primary custoners and consuners
of the Tilden pellets |located here in Mchigan. In fact,
80 percent of all the pellets we use cone fromthis
facility. W do rely conpletely on a North Anerican supply
of iron ore. And, therefore, any threat to that industry
is athreat to our steel-making operations.

As such, Rouge Steel fully supports quantitative
import restraints, both on sem -finished and finished
products. Share with you a couple of facts: There is,
first of all, no overcapacity of raw steel production in
this country. W consuned in the United States | ast year
133 million tons. W shipped, as donestic producers, 103
tons. Qur total capacity, if we were operating full out,
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every one of our steel-generating facilities could produce
120 million. So there is a 13-nillon-ton shortfall that we
are obliged to bring in fromforeign producers in a
consunm ng mar ket such we had | ast year

The bad part is, we brought in 29 mllion tons and put
on the shelf approximately 13 million tons of our own
st eel -maki ng capacity. That equates to four times the size
of our steel conpany down in Dearborn, Mchigan. W
produced 3.1, 3.2 nillion tons a year. So we idled four
conpani es the size of ours by allow ng additional inports
to come in.

I"'mnot at all enbarrassed to conpare the productivity
of our workforce, of our iron ore mining operations. The
productivity of our people as far as quality and
t hrough-put is above the world average. And I'd be
hard- pressed to single out one country that is nore
productive when it cones to raw steel production. But --
and | have to point out -- there are things that our people
can't control, and one is the currency exchange rate. That
makes foreign slabs, foreign coils a heck of a lot |ess
expensive in that country that has the weaker currency. MW
people can't control that. Lack of conparable
environnental regulations, as you nentioned to M. Brinzo,
there is a difference in the steel operations there that
I've visited versus that which we are required to live on
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And | will be happy to make that data available to you.

MR HILL: Thank you.

MR. VALDI SERRI: They, of course, in severa
countries, have closed markets and cartels at a set price.
It's not illegal in many of the countries over there. They
do have some government subsidies, and sone of them have,
as John pointed out, |ow energy costs in the area of
Brazil. And sonme of them do have a benefit there.

Now, that all contributes to their being able to throw
a lot of dunped steel into our nmarket. And it's a
dual - phase effect in that they operate at higher
capacities, lowering their overall cost, you know, the
fixed-cost elenent. |If | can operate at 100 percent of
capacity, my costs per ton goes way down. That allows them
to do that, the nore steel they dunmp into our country.
That takes orders away from our steel producers here. W
cut back capacity; our costs go up. Qur industry today is
operating at about 76 percent of capacity.

| think it's far better to fill the domestic shortfal
and capacity first and then allow the inports to nmake up
the difference between consunption and our capacity. Today
there are 20 North American steel conpanies -- Algoma up in
Canada just declared -- all in Chapter 11 or comi ng out of
them This is caused by the | owest steel prices, steel
selling prices, in the |last 20 years, dollar for dollar
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not inflation rel ated.

W are selling steel because of the inports. And this
is the domino effect. They will eat away at the | east
sophi sticated kinds of steel and drive all the other Kkinds
of steel down to those kinds of pricing prorated. But a
20-year low in steel selling prices, that situation causes
our problemin that we can't get financial investnent. And
wi t hout financial investnent, | can't rebuild nmy bl ast
furnace. W are going to run the risk of having to shut
down those furnaces, as will every other steel conpany.

The irony is we can't get those kind of investnents,
yet China and Korea get both grants and government - backed
| oans fromthe Wrld Trade Organi zation and the U S.
Export-Inport Bank. Both Pohang (phonetic) Steel in China
and Hambo (phonetic) Steel in Korea receive mgjor financing
support. And both of those are exporters of their stee
into our country.

And for those steel conpanies that are interested in
only short-termprofits, we would be better off buying
foreign slabs. If | didn't care about ny enpl oyees at
Rouge Steel or the enployees here in these mines, our
conpany as well as nost others could make short-term
profits by buying foreign slabs.

Over the past four years, the foreign slabs have
vacillated in selling price $80 a ton, a 70-percent sw ng
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over four years. Now, they're at an all-tine | ow now, $162
a ton, sonething like that. Four years ago people were
payi ng $270 a ton. So once these furnaces are down, once
we take these furnaces down, you and | both know that the

| aw of supply and demand is going to escalate up to a high
hi gh price for sl abs.

So what's the net result? The net result is that, if
we shut down bl ast furnaces, we | ose 34 percent of all of
our enpl oyees working the prinmary end that would be out of
jobs if we inported all slabs. So we've got tens of
t housands of enpl oyees out of work. Slab prices go up
The cost of the steel goes up. And the net effect is we
have our consuners paying the sane prices for stee
products three, four years down the road as if we were to
curb the inports and get a nodest and reasonable price for
our steel product. That's the dilenma | think we find
oursel ves in.

We know t hat your concern, our governnent's concern
is one of our consuner. And just let ne put this in
context for you. |If inports were to be curbed, we in the
steel industry obtain a 10 to 15 price increase. W get
our finances structurally sound again. That woul d nean
that, of the $550 worth of steel in the autonobile that you
drive today, the car that you buy in 2002 or 2003 mi ght
cost you another 25 to 50 bucks a car. In a refrigerator
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or other appliances, the increase would be 2 to $4 for that
appl i ance.

So, yes, we share your concern about the consuner. W
don't think that the steel content and everything that is
rel ated back to it, oh, the consuner is going to pay nore
for it. In context, it's a small price to pay. | support
the iron ore industry and the investigation that you're
doi ng under the national defense strategy. Do we want to
be anal ogous to our dependency on foreign oil? Because

that's where we will be but doubly so. | really appreciate
the opportunity to be with you; happy to take any
guesti ons.

MR. HILL: Thank you, sir. | have one quick question

You nmentioned | think about hal fway through that it's
difficult in this industry to attract investors. And this
may not apply to your operation at this tinme.

MR. VALDI SERRI: Onh, it sure does.

MR. HILL: But are you aware of the Bird Bill that did
not get out of the Congress?

MR. VALDI SERRI: Yes, sir, | am certainly. 1've
wor ked with Senator Bird.
MR HILL: | think Congressman Cberstar co-sponsored.

MR, VALDI SERRI: Yes, sir.
MR HILL: Wat do you think about a guaranteed
government loan programlike that? | believe they were
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payi ng the subsidy rate at prime. |Is that sonething that
2 you think would be hel pful to the industry?
3 MR. VALDI SERRI: Absolutely hel pful; absolutely
4 hel pful. But the return on naking that investnent, then
5 havi ng to pay back just the principal would not be
6 justified under today's pricing. | can't take to ny board
7 of directors a project, no matter how good it is, because,
8 at today's price levels, there's no return on the
9 investnent. | nean, we're barely breaking even. Qur
10 conpany is one of six nmajors remaining out of bankruptcy.
11 And it's a matter of nonths.

12 MR. HILL: Thank you. Any other questions?

13 MR KIRK: M. Valdiserri

14 MR VALDI SERRI: Yes, sir.

15 MR KIRK: In the public comments that you said in
16 April, --

17 MR VALDI SERRI: Yes, sir.

18 MR KIRK: -- you said that you had a conpetitor not

19 far away fromyour nmll that was in Chapter 11 and was
20 bringing in slab at $159 a ton

21 MR. VALDI SERRI: 159 to -- depending on the grade,

22 yes, sir.

23 MR. KIRK: How sure are you of that price?

24 MR VALDISERRI: Well, | know we've been quoted $162 a

25 ton.
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MR KIRK:  Ckay.

MR. VALDI SERRI: So, | mean, | might be off three
bucks, but not any nore than that. | can verify the 162.

MR KIRK: Ckay. Now, | think it was comng froma
Russi an producer, if | renmenber.

MR. VALDI SERRI: Yes, sir. That's correct.

MR. KIRK: Based on what we know about the
inefficiencies in the Russian system is there any way you
could put a price or you could make an estimte of how nuch
it costs the Russians to produce a ton of slab?

MR. VALDI SERRI: In our currency, yes, Sir.
MR KIRK:  Yeah.
MR, VALDISERRI: Yes, sir, | can do that. | have data

that | have conpiled over nmy 47 years in this business that
actual ly breaks down | abor, raw material, energy. And our
| abor is by far ahead of theirs. And their big advantage

cones fromthe raw material and energy. Yes, | can do that
and will do that.

MR. KIRK: Thank you.

MR. WOODS: Just one quick question.

MR. VALDI SERRI: Yes, sir.

MR WOODS: Also in your April subnittal, | believe
you had noted that the approximate ratio of the inpact for
each job loss is about 4 to 1 --

MR VALDISERRI: 4 to 1.
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MR WOODS: -- for your suppliers. Just generally
what woul d you consider suppliers? | mean iron ore. But
what ot her kinds of businesses are in the supply chain?

MR. VALDI SERRI: Oh, yes, sir. First of all, all the
refractories for our furnaces; secondly, all the people who
handl e our byproducts; people who handl e our slag for
road- bui | di ng aggregate; so all the processors of our
byproducts. W have a brand-new power plant that is
dependent upon our blast furnace gas. It's a co-gen
facility. So we have utility people. Probably the |argest
is Prax Air (phonetic), which is an oxygen supplier

We use nmillions of dollars a month of oxygen to refine
the iron ore into steel. W have suppliers of rolls and
handl i ng equi pnent that actually process our product and a
| ot of service people as far as health care and the rest of
that. But 4 to 1 is a conservative estimate. W have
2,800 enpl oyees direct.

MR. WOODS: Thank you

MR VALDI SERRI: Yes, sir.

MR. THOWPSON: One question is you described the
pressure of the $162 a ton for steel on a particul ar grade.
Can you describe the pressures on the various types of
grade? Are inports affecting all grades equally?

A There have been sonme trade cases that have supported a
coupl e of our products. Hot roll product, the nost basic
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el ement, coming right off the hot mill, is under |east
attack today because of some findings six or eight nonths
ago by the ITC, | believe. Certainly, the gal vanized
product that goes into the outer skin of your autonpbile
sort of protects itself for the tinme being because it is
too sophisticated and too unique. But certainly any of the
general cold roll products for autonobile and construction,
as well as hot-di pped gal vani zed, is under severe attack

ri ght now.

But, you know, the slabs are the thing. | nean, all
of us could nake nore noney inporting slabs. And we could
be conpetitive with anyone else. |If you start ne off with
159 or $162-dollar-a-ton slab, I'Il conpete with anyone.
But those are unfairly priced slabs. That's all there is
toit.

MR HILL: GCkay. Thank you very much, sir.

MR. VALDI SERRI: My pleasure. Thank you.

MR HILL: At this tinme, I'dlike to call M. Ken
Johnsen, President and Chief Executive Oficer of Geneva
St eel .

Sir.

MR. JOHNSEN: Thank you. Good afternoon. M/ nane is
Ken Johnsen, and | am President and CEO of Geneva Steel.
It's fitting for Geneva Steel to testify in a hearing with
respect to a national security investigation. Qur mll was
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built by the U S. Government back in the 1940's to supply
plate steel for the building of liberty ships in
California. The governnment chose Utah because Utah was out
of range of Japanese bonbers and couldn't be harned. Al

of our iron ore currently cones fromthe iron ore ranges
here in this part of the country.

After the War, the mll was sold to United States
Steel, which operated the mlIl until it was shut down in
1986. Therefore, a group of U ah investors purchased the
mll fromU S Steel and reopened the mll in 1987. From
the tine we reopened the mlIl until now, we have spent 665
mllion dollars in new equi pnent and capital maintenance.

Qur mll currently has nore slab-produci ng capacity
than rolling capacity. And as a result, we can produce
about 350, 000 to 400,000 tons of slabs even when we're at
full production on our other products. And at the right
price, we could produce in excess of a nillion tons of
sl abs. Consequently, sales of slabs to California Stee
Industries as well as other steel mlls have been very
i mportant for Geneva's business. At tines CSI has been our
| ar gest custoner.

Geneva' s business was ravaged in the last years of the
1990's by the continued wave of unfairly traded inports in
all of our product lines. W did what we could by
responding with trade cases. W joined other nmenbers of
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the industry in bringing several successful trade cases.
Unfortunately, no cases were filed on inported slabs. Use
of the U S. narket as a dunping ground for the world's
overcapacity resulted in Geneva's filing for bankruptcy
protection under Chapter 11 in February of 1999. Since
then we have restructured our bal ance sheet. W have
further reduced our costs, and we have successfully energed
from Chapter 11 bankruptcy.

Qur energence woul d not have been possible without the
assistance of a 110 nillon dollar, 85 percent government
guar anteed | oan under the Energency Steel Loan Cuarantee
Program But getting a loan is not enough. You have to
have a market for your products to operate profitably.
Unfortunately, that hasn't occurred. 2001 has agai n been
an extrenely chal l engi ng year for us, and nost of those
chal | enges have been related to inports and specifically
i mports of steel slabs.

Si nce February, CGeneva has been operating only one
bl ast furnace -- we have three -- which effectively reduces
our capacity utilization rate by nore than 40 percent. A
primary reason for this is that we have virtually no slab
sales at the present time. Current prices for slabs nake
sl ab sal es uneconomical. |If anyone tells you that they
cannot buy donestic slabs in the Wst Coast area, ask them
at what price they're willing to pay.
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Qur finished steel products conpete in the Wst Coast
market with California Steel Industries and Oregon Stee
MIls. California Steel Industries has no hot-end and has
al ways been a converter of slabs since its restart of the
ol d Kai ser steel assets. Qur other West Coast conpetitor
Oregon Steel MIls, located in Portland, O egon, has an EAF
and a caster.

In the past year, they have operated that furnace at
only about half of its capacity and have based
approxi nately half of their production on the conversion of
cheap foreign slabs. Attached to my testinony is a chart
showi ng i nports of steel slabs into the Wst Coast over the
past three years and through April of this year. As you
can see, the prices of inported slabs fell by $50 or 25
percent per ton between 1998 and 1999. This hel ped push
Geneva i nto bankruptcy.

Simlarly, thus far in 2001, slab prices through Apri
are down by $30 per ton conpared to | ast year and are just
barely above the 1999 lows. 1In CSI's npbst recent earnings
report for the second quarter, they disclose that their
sl ab costs have dropped an additional $14 a ton through the
second quarter. So we're headed in the wong direction

When our West Coast conpetitors purchase inported
sl abs at extrenely cheap prices instead of buying sl abs
from Geneva, the |oss of slab business to Geneva is
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obvious. But the cheap slab inports also permt our
converters to undercut our pricing for finished products in
the West Coast area. W recently lost a mgjor bid to a
Southern California ship builder. And | believe that the
plate to be supplied is being rolled frominported sl abs at
O egon Steel .

Finally, by not purchasing slabs at reasonable prices
from Geneva, our West Coast conpetitors reduce our
utilization rates and increase our per-unit costs for our
remai ni ng production. Eventually, these cheap slab inports
could force the closure of Geneva Steel, resulting in the
elimnation of 1650 jobs, 1450 of which are steel worker
jobs. Therefore, our West Coast conpetitors wll
presunably be able to raise prices significantly in the
West Coast narket. And, of course, during any mlitary
conflict or if for any reasons inmported slabs becane
unavail abl e, the econony in the Western United States would
be hobbl ed by a | ack of steel

It would indeed be ironic if the Administration failed
to take action to protect our national security and all owed
i nported slabs to destroy an integrated steel mll in Uah
t hat Japanese bonbers coul d not reach. W ask that you
prevent this from happening and that you reconmend to the
President to take action limting inported slabs pursuant
to Section 232. Thank you.
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MR. BOTWN: A question | asked earlier: Do you have
an opinion on either duties, tariffs, quotas on product
com ng in?

MR. JOHNSEN: Actually, Roger Schagrin would be a
better person to ask that question to, but | do. | think
what you have to look at is, if you go back historically
for a nunmber of years before the surges started, what was
sort of a steady state slab production or slab inportation
And then you al so have to consider the additional capacity
in the west that we now provide.

At one point in our history early on, we were about a

1.1-mllion-ton-per-year plant. W now could produce in
the range of 2-1/2 million tons if we were selling as nmany
slabs as we could. So, froma tariff perspective, | think

you | ook at a steady state pre-surge tinme period.

The other thing you can look at is pricing, you know.
At what price can the donestic industry survive? And then
the inmporters have a choice. They can pay the donestic
price, or they can inport at that price. And in either
case, the industry and national security is protected;
per haps a conbi nation of the two.

MR HILL: Jim

MR. THOWSON: | have a couple questions. One is what
do you think the transportation costs on foreign inports
woul d be conpared to your costs? And second is, what is



00097

the cost differential as delivered to your custoners, the
differential between inports and the slabs you m ght
provi de?

MR. JOHNSEN: Well, in CSI's earnings rel ease, they
i ndi cated that they are paying $195 a ton for slabs
delivered to their plant. That means that that slab is
being sold for some price in Brazil or Mexico or whatever.
It's being shipped ocean freight, which is probably in the
range of 12 to $18 a ton. |It's been off-1oaded in the
port. So they're stevedoring other charges there. And
then it's being transported fromthe port to their plant.
| think, if you start with the delivered cost of $195 a
ton, you get back to about the nunbers that the previous
wi t ness indicated, sonewhere in the range of $160 a ton.

MR. THOWSON: And what's the difference for your
costs?

MR. JOHNSEN: Well, | cannot disclose our costs. But
let me say this. | think, if you were to | ook at the
vari abl e cost of all the producers in the United States --
and there are reports that provide that -- $160 a ton would
be bel ow the variable cost for npbst U S. producers. So
they're conpeting at a point where they're just going to
| ose nore with volune selling at that price

MR. HLL: GCkay. Thank you very nuch, sir.

MR. JOHNSEN: kay. Thank you
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MR HILL: At thistine, I'd like to call M. Thomas
Byrne, President and General Manager of Manitowoc Mari ne.

MR. BYRNE: Thank you. Good afternoon. A colleague
asked me Friday why | would get up and drive four hours on
a Sunday norning to give five mnutes' worth of testinony,
get in ny car and drive back home. And | told himbecause
what | thought we were tal king about today is extrenely
critical

And he said, "But you don't even have a dog in this
fight." And | said, "Everybody has a dog in this fight."
Thank you for the opportunity to testify. | represent the
| argest shipbuilder and repair facility on the G eat Lakes.
My group operates nore than 60 percent of the U S. Geat
Lakes drydock footage, including two of the three | argest
gravi ng docks and two of the |argest shipyards on the
Lakes. The Manitowoc Marine Group is the |argest single
supplier of ships to the United States Coast Guard. Qur
custoners al so include the United States Navy, the |ake
carriers who nove iron ore, coal, stone and other
comodities on the Great Lakes, and nunerous conmerci al
maritime compani es that conduct donmestic and internationa
trade.

Much of the steel that we use to construct and repair
our vessels starts fromthe Mesabi iron ranges of M nnesota
and the iron mnes of Mchigan. And then it nmakes its way
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to several mlls along the shores of the Great Lakes and in
the Eastern United States.

These integrated steel nmills are in real trouble
today, as you've heard. Mirre than 15 are in Chapter 11
There are nyriad reasons for this, but one of the nost
significant, it appears to ne, is an unprecedented period

of unfair conpetition. |I'man industrialist. And
believe there are few industries that nust be inviolate in
this country. | believe steel is one of those.

As we begin this new century, our country continues,
as it has for 225 years, to rely heavily on free trade sea
| anes to conduct trade and to defend our vital interests
here and around the globe. And a strong and robust U S
steel industry provides the raw material foundation that
guarantees our nation's preeninence on the sea around the
wor | d.

The United States is blessed with an abundant supply
of natural resources and a highly skilled work force to
manage those resources prudently and efficiently with a
keen sense of stewardship toward the environnent. During
Wrld War |11, the United States unl eashed a national war
producti on machi ne unprecedented in the annals of history.
The U. S. steel industry was at the forefront in this
effort, and this country had only to look within its own
borders for the natural resources to win a Wrld War.
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Mani t owoc was part of this effort. W' ve been building
ships for 100 years, including 28 subnmarines during Wrld
War |I, all, by the way, made with Anerican steel

This scenario was repeated again during the Cold War.
Since that tinme, however, the confrontation of opposing
super powers that challenged us for fifty years has been
repl aced by a multitude of |ess definable neneses -- where
transnational threats can cone fromradi cal organizations,
groups or rogue nations. This adnministration recognizes
the conplexities of these new threats and has proposed
changes to our national security strategy to defend agai nst
t hem

It, therefore, becones vitally inportant, within this
strategy, to keep the world's sea | anes open and free. Raw
mat eri als, products, production equipnment, facilities and
other supplies that are essential to building ships for our
nati onal defense must be produced here. This can only be
acconplished by elimnating this country's increasing
dependency on foreign steel

As a shipbuilder, | cannot be forced to depend on
foreign sources to provide ne with the steel | need to
produce Coast CGuard and Naval vessels. M conpany fully
supports the "Buy America" provisions that apply to any
vessel constructed for the United States Government. |f we
continue to allow the unwanted dunpi ng of foreign steel on
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our shores, it will create an induced national security
threat in the event of a national energency or conflict.

These unfairly traded inports reduce, and will
eventually elimnate, the need for donmestically mned and
processed iron ore. They will result in the premature
closure of integrated raw steel-making facilities and iron
ore mnes, which not only inpact the U S. economny but al so
its national security. Foreign steel interests continue to
chip away at the foundation of the domestic American stee
i ndustry. They do so to assure a |long-term source for very
liquid Arerican dollars. They have seriously injured the
steel industry and jeopardi zed the jobs of thousands of
har d- wor ki ng Aneri cans.

Conti nued dunpi ng coupled with donestic reductions in
mar ket share will affect the entire chain of production --
fromthe nmining ranges to the ship crews that deliver the
ore, fromthe steel nills to the shipyards. Thousands of
jobs are at risk. A highly skilled | abor force is
absol utely necessary for us to react to nationa
energenci es and enabl e those of us in industry to assure
our national security. Domestic steel production capacity
nmust be enhanced if national defense requirenents are to be
nmet. |If we do not face this challenge today, we will
surely be at risk tonorrow and for the foreseeable future

| wel come the Administration's bold efforts to | ook at
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this critical issue and join the battle to reverse this
"death spiral.” | applaud those nenbers of Congress who
have brought this issue to the forefront and are
chanpi oning this cause with legislation that puts a stop to
illegal dunping. W have, however, been here before. W,
all of us; industry, |labor and government; nust conbine to
send a clear message to those foreign interests that enough
i s enough.

U S. ships should be built with Anerican steel. It is
vital to our econony and vital to our national security.
For all these reasons, | suggest that the Departnent of
Conmerce and the Administration fully support extending the
policy to reduce the current inmport levels until the stee
i ndustry can, by virtue of reinvestnent and
recapitalization, become nore conpetitive with foreign
st eel producers again.

Secondly, | recommend that the Adnministration and
Congress support the passage of H R 808, the Stee
Revi talization Act of 2001, which has been introduced in
the House. It will send a clear nessage that U S. stee
production is vital to our country and our security. |
woul d al so urge nmanagenent and | abor to work together to
assure that conpetitiveness remains a prinary focus.

Taki ng effective and deci sion action now wi || decrease
the threat to inpair the security of our nation. | started
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to cite statistics and data in preparing for this
testinmony. | soon realized, however, that if we don't
understand the severe inpact that steel dunping has had on
j obs, the econony, trade inbal ance, tax revenue and
potentially our national security, then statistics will be
irrelevant. Please understand | can build ships with this
low price, illegally dunped steel. Help nme avoid the need
to exercise that option, because we do need a donestic
steel industry for all the reasons cited. And we need that
i ndustry to be conpetitive. | urge you to give themthe
time they need to get that done. Thank you.

MR. THOWPSON: M. Byrne, you note the "Buy Anmerican"
provi sions for Coast Guard and Naval vessels. Can you
identify the suppliers of steel that you utilize?

MR. BYRNE: The najority of the plate is from
Bet hl ehem But we buy steel for outfitting and that kind
of thing fromseveral donmestic mlls

MR. VACCARO. Have you had any supply problens getting
the steel that you need in a tinmely manner at this point?

MR. BYRNE: Absolutely not; absolutely not. And we
deliver three Coast Guard cutters a year at our current
pace plus additional donestic dredging, oil haulers, that
kind of thing. W' ve never had a problemgetting donestic
st eel .

MR. THOWPSON: Are there overseas suppliers for the



00104

O©CoO~NOOOUTPA,WNPE

types of steels that are used for those kind of vessel s?

MR. BYRNE: Ch, yeah. A lot of the slab sourcing that
you' ve heard about could be used in any of our vessels.

MR. HILL: GCkay. Thank you very nuch, sir.

MR. BYRNE: Ckay. Thank you.

MR HILL: At thistine l'dlike to call M. WIIliam
Verrette, Chairman and Chief Executive O ficer of Chanpion,
I nc.

M. Verrette, sir.

MR. VERRETTE: Thank you, sir. M nane is WIliam
Verrette, and |I'm Chairman and Chi ef Executive O ficer of
Chanpi on, Incorporated. Qur honme office is located in Iron
Mountain, Mchigan. And | amhere in support of the United
States Iron Ore I ndustry.

Chanpion is a vendor and a contractor to the iron ore
i ndustry in Mchigan and M nnesota. And we enpl oy
approxi mately 650 people. If iron ore mining is shut down
inthe United States, our conpany will face an overwhel m ng
chal | enge.

In the year 2000, iron ore nining conpanies |ed by
Cleveland-Cliffs directly or indirectly accounted for 42
percent of Chanpion's annual sales. There are no other
i ndustries in the rural areas of M chigan or M nnesota that
could replace this business if it were |ost.

It's ny opinion that the criteria listed in 15 CFR
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Part 705.4 fully applied to the iron ore industry. The
closure of the donestic iron ore industry would have a
catastrophic i npact on the national security.

However, it's not ny intent to dwell on 15 CFR Part
705.4 in total. | direct my comrents to Article "c" of the
above-referenced CFR, to the devastating inmpact on
conpani es such as ours and the inmpact it would ultinmately
have on national security. Article "c" speaks to the
exi stence and the accepted availability of human resources,
raw materials, production equipnent and facilities to
produce these itens.

If the iron ore industry is shut down for any extended
period of tine, the |abor and equi pment at each mne will
cease to exist. People will nove out, and the equi pment

will be sold. |In essence, once the mines are shut down,
they will never reopen. Conpanies |ike Chanpion,
I ncorporated, will suffer the sanme fate. Products and

service not directly in the enploy of the mines but
essential to the mnes' operations that are provided by
conpani es such as ours woul d evaporate and di sappear. The
whol e infrastructure needed to successfully operate the
nm nes woul d be gone in a very short period of tinmne.

Peopl e, electric power apparatus, railroads,
production equi pment, facilities, supplies and services
such as our conpany and others provide that are essenti al
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to the operation of the mnes and, therefore, essential to
t he national defense would be gone.

If the mines are shut down, you cannot restart
shi pnent of iron ore pellets by backing a power shovel into
a mning face and |loading railroad cars. Restart tine on a
iron ore taconite pellet plant is directly proportional to
the multiple of shutdown tine. That is, it takes a great
deal nore tine to restart a pellet plant than it does to
shut one down. Wen skilled enpl oyees, specialized
equi pnrent and the infrastructure surrounding the industry
are gone, several years would be needed to restart an iron
ore operation.

In a period of national crisis, we will not have the
[ uxury of that tine.

As a history buff, I amastoni shed to see that today,
at the start of the 21st Century, we, the United States,
may be working towards putting ourselves in the sane
position as the Japanese were in at the start of Wrld War
Il. Ganted there are major differences between Japan of
1940 and the United States of 2001. However, Japan got its
oil from Arabia, rubber from Southeast Asia, iron ore from
Australia and other far flung parts of the world. Feeling
threatened on nany fronts, including the possibility of
being cut off from basic resources, they, Japan, started a
war .
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Can we avoid the same situation at sonme point in the
future?

During World War Il, the United States produced nore
steel than its enemes and allies conmbined. This was a
very inportant part in winning the war. Can we be | ess
prepared now?

W all seek solutions. In ny opinion, the only
solution that works is a limt to the inport of slab steel
Whet her this is at the year 2000 |level or at a |ower |evel
| leave to nore expert people than I.

I know this is a tough choice.

However, in this global econony, ultimtely we need to
stand up for ourselves. |If slab steel inports continue to
increase, we will |lose nore blast furnaces, and there will
be nore mne closures. We will ultimately |ose our
donestic owned steel industry.

That | oss certainly would have a grave consequence for
the national security of the United States.

And | respectfully ask the Departnent of Conmerce to
find the United States iron ore industry essential to the
nati onal security and protect it as such

Thank you.
MR. WOODS: Just one question. And if it's
proprietary, just answer -- what, in your business, are

sone of the key occupations or nost critical kind of
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skill ed occupations that would be lost to the conmunity and
for national security purposes?

MR. VERRETTE: Basically, it would be across the
board. Wether you're starting with warehouse people or
mechani cs that tend equi pment, whether it would be
engi neers that do design, whether it would be people with
t he expertise of going out and reconmendi ng equi prent to
the mnes, all of the jobs that we have in our conpany,
whether it's on the construction side or whether it's on
the supply side, would definitely be affected by the
cl osures.

MR. WOODS: Thank you.

MR. HLL: GCkay. Thank you very nuch, sir.

MR VERRETTE: Thank you

MR HILL: At thistine, I'd like to call Roger
Schagrin of Schagrin Associ ates.

Roger, good to see you again.

MR. SCHAGRIN. Good to see you. Good afternoon
Chairman Hi Il and Menmbers of the Administration. For the
record, my nane is Roger Schagrin of Schagrin Associ ates,
and I'mvery proud to be representing Ceveland-diffs, the
| argest producer of iron ore in North Anerica, in this very
i mportant investigation. | would ask you, M. Hill, for
the inclusion of ny full remarks in the record, and | would
just summarize them here today.
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As has been stated in many of the public coments

filed with the department, no new bl ast furnaces have been
built in the United States since the early 1980's.

However, it should be pointed out that this is not because
bl ast furnaces have been determ ned by world stee

producers to be an unconpetitive nethod of producing steel.
In fact, in the decade of the 1990's and continuing to the
present tine, new blast furnaces have been installed in the
Eur opean Uni on, Eastern European countries, Comobnweal th of
| ndependent States countries, China, Korea, Taiwan and

Brazil. And many of these countries are suppliers of
sem -finished steel to the United States.
W are also well aware -- and this panel is very well

aware of the fact that plate for ships and tanks as well as
arnored vehicles, sheet for nilitary vehicles and for
manufacturing all type of artillery and weapons, are
sourced exclusively in the United States from i ntegrated
steel manufacturers.

There is no question that each and every one of these
mlitary applications can be supplied by the conversion of
i mported slab made fromiron ore in a foreign stee
producer's open hearth or blast furnaces and then rolled to
the mlitary's requirenents by rolling those in the United
States that previously had steel-naking capabilities.
After all, these foreign countries all also have armes,
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navies and air forces. So they supply the steel for their
arnmed servi ces.

The question before the Adm nistration is whether this
country's national security can be dependent upon the
i mportation of foreign steel slab. In addition, two
absolutely essential civilian sectors of the econony are
conpl etely dependent for netallurgical reasons on stee
produced in integrated facilities, vehicle manufacturing
and the can-naking sector. The fornmer uses over 20 mllion
tons annually of steel, an estimated 95 percent of which is
made in integrated mlls. And the can-maki ng sector uses 6
to 7 million tons annually. And 100 percent of these needs
are fromintegrated mlls.

Thus, the dependence of these essential sectors of the
econony on slab inported into the United States is critica
to the Adnministration's analysis under Section 232. It
shoul d be abundantly clear to the Administration, fromthe
statenents made on the record by various U S. stee
producers, that each and every integrated steel producer in
this country considers it not only a viable but clearly
nore profitable option to turn to the conversion of
| owcost inported slab instead of nmaking investnents, very
expensi ve investnents, in their own blast furnaces.

Thus the Administration is faced with the real and
i nescapabl e conclusion that, within a period of severa
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years, all of the defense requirenments, as well as our
vehi cl e and can-nmaki ng production requirements, would be
dependent on keeping the sea | anes open for the continued
i nportation of steel slabs.

As you've heard, after blast furnaces are shut down
and destroyed, after iron ore pelletizing plants are turned
into scrap and iron ore nmnes are closed and fl ooded, a
m ni mum period of three to five years mght be required to
repl ace these assets. Now, Section 232 creates a clear
conflict between this nation's strong capitalist spirit
t hat encourages each conmpany to nake the highest profits
and our national security needs. |In fact, the history of
this Section, the Trade Act of 1962, we have to renenber it
occurred just one year after the Cuban Mssile Crisis,
which was a severe threat to our national security.

Now, no one can deny that the profits of U S stee
producers could be greatly increased if they are able to
i mport slabs at cost that are significantly |ess than the
costs of producing those products. However, sinlar
argunents were nade by both inporters and users of nachine
tools in the Section 232 investigation of machine tools in
the md 1980's.

Machi ne tools, while vital to our mlitary needs, play
an even bigger role in the manufacturing of such products
as vehicles. Notw thstanding extra costs to such a |large
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consum ng industry in the U S., President Reagan deci ded
that a period of inmport relief was necessary to allow the
U S. nachine tool industry to reinvigorate itself and to
continue today to be a vital and necessary part of our
econony and our strategic defense requirenents.

In this case, you should also reconmend to the
President that the national and econonic security interests
of the United States requires a limtation of sem-finished
steel in order to maintain integrated nelting capacity in
the U.S. to serve the defense and essential economc
interests of the U.S. Such a decision will force
st eel makers and their suppliers and the technical comunity
to figure out ways to inprove blast furnace production, or
el se they will have no alternatives.

The seriousness with which the Administration and the
panel is undertaking this investigation is self-evident.
Unfortunately for you and for the American econony, you
will not be judged at the present tine for your decision to
either take appropriate action under Section 232 to limt
sem -finished steel inports or a decision not to limt
sem -finished inports. It is only if the Admnistration
fails to take action and a nmajor conflict which we all hope
and pray will not occur does occur that an inability to
procure steel for the production of tanks, ships and ot her
mlitary equi pment and ordnance would be regretted. It is
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only if the auto factories of this great State of M chigan
cannot procure any steel and are shut down until the end of
the conflict that you would be blaned. It is only if our
fields lay fallow because fruits and vegetabl es cannot be
canned because can nakers have no access to the tin mll
products necessary for the production of their cans that
you woul d, agai n, be bl aned.

The bal ancing of the interest that you nmust neke and
the projections of essential defense and econom c security
requi renents you nmust make are not an easy undert aki ng.
However, | trust the Administration will utilize your
judgrment and its judgnment to make the right decision in the
Section 232 investigation; not for the benefit of
i ndi vi dual steel conpanies, not for the benefit of the
t housands of steel workers involved in the production of
t hese products, not for the preservation of the iron ore
nm nes and the mining conpanies, but for the nationa
security of this great nation with which you have been
entrusted

Thank you for the opportunity to testify here today.

MR. HILL: | have one quick question. In your
testimony, you nmention a possible remedy is limting
imports. Do you have a specific recommendation for at what
| evel, for what duration? And do you have any -- not to
put you on the spot. But, you know, out of respect for



00114

your expertise in this, do you have any other renmedi es you
woul d I'ike to suggest to the panel at this tine?

MR SCHAGRIN. First, in terns of the Section 232
i nvestigation -- and | recogni ze, as do you, there is a
Section 201 investigation that al so includes seni-finished
steel at the present tinme. And because of past work |'ve
been involved in under Section 201 -- | think we all know
this in this area -- everything that the United States
CGover nment does then goes to the WIQ, which al nbst seens to
be a second master of our econonic and trade policies.

It seems to nme that under Section 232 the assignnment
to the Adnministration is to maintain a capability that can
serve our basic national security needs. And, therefore,
think that, after much consideration in the diffs' filing
of comments, it was suggested that, under Section 232,
whi ch has different remedi es than 201, we at |east place a
cap at a reasonable level of sem -finished steel so that
t hose conpani es that are operating blast furnaces today
aren't able to nmake the economc choice, "lI'mgoing to shut
down ny bl ast furnaces, whether it's because | don't want
to make environnmental expenditures, | don't want to pay to
reline or | can't conpete with other producers or inports
of finished steel. | want to inport slab instead of
mai ntai ning a steel production capability."”

And that's why, under Section 232, we believe the nopst



00115

appropriate renmedy is to have a linmtation at some type of
current level, be it an average of the past decade, be it
now while the market is down it's at a lower level. Tariff
i ncreases could al so be considered. M/ guess is they m ght
trigger nore conpensation requirenments under our WO
obligations than limtations. And they would have to be
very, very high, 'cause you can see the prices of the
i mported slab are so far bel ow donestic producers' margina
costs, naybe 15, 20 percent. They're probably in the range
of 30 to 40 percent bel ow donestic producers' fully
all ocated costs. | nean, that would require substantial
tariff increases in order to level the field between
i mported seni -finished product and domestically produced.

So that was the basis for our reconmendation
Secondly, we would hope that, simlar to nachine tools --
and | don't think we've finalized everything that could be
recomended in this regard -- that there could be sone
gover nment support for other avenues of research to nake
bl ast furnaces nore efficient.

I think M. Valdiserri nmentioned to you earlier -- and
| learned it on the plane trip here -- that they have got a
new agreement with an electric utility that is taking off
their natural gas fromtheir blast furnace, which, in turn
is reducing their blast furnace cost. So it was |ike
solving two problens in one. W're making their blast
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furnace nmore efficient; we're creating nore electricity at
a tine when we have serious energy shortages.

So there is obviously other things that can be
expl ored. However, as M. Johnsen said in his testinony,
after they received noney fromthe Steel Loan Program --
and I"'mvery fanmiliar with that program-- the reason only
one-tenth of those funds have been expended so far is,
unl ess we solve the inport problens, the inport problemon
sem -finished steel in the 232, no investnent is great
enough to make steel producers viable. And no one in the
private sector is going to invest nore noney. W sinply
have to do sonethi ng about the surge of seni-finished stee
intothe US. if we're then going to explore other
alternatives to nmaking our industry nore efficient and nore
conpetitive

MR. THOWPSON: M. Schagrin, you noted that there were
nmet al [ urgi cal reasons why integrated steel mlls were able
to produce steel that was appropriate for various
applications. Could you anplify on that?

MR SCHAGRIN: Yes. |I'll admit I'mnot an engi neer
| said in ny full testinmony | was a history student.
However, | have been representing people in the stee

i ndustry for 20 years. And | understand it has to do with
nmetal | urgical properties that allow for the drawi ng of the
product that give it the flexibility to be made into an
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auto hood or all the exposed parts of autonobiles.
Sanme thing with cans: Cans are essentially drawn.

And the steel produced in mni mlls, which -- flat-rol
steel has only been produced in mni mlls now for 12
years. | nean, that was a revol utionary breakthrough, and
it's still a fairly recent process. And | have in ny
testimony that possibly, if many mlls had relief -- 'cause

they're also conpeting in the United States with

sem -finished steel inports that's being converted here.

If they were able to have relief fromthat conpetition

they mght be able to garner the additional revenues to
make further investnments because, as | say, they've been in
exi stence for 12 years.

The auto narket is a 20-mllion-ton nmarket. They've
only cracked, over the first 12 years, about 5 percent of
that. So clearly they have to have sone significant
| eap-frog technologies to go fromutilizing scrap as their
basic mix in their electric furnaces to the produced stee
that's produced with iron ore in blast furnaces in order to
get these metallurgical properties and allow the steel to
be drawn.

As to sone of the mlitary needs, you heard fromthe
shi pbui l der earlier that Bethlehemis their main supplier
There | think it's less a matter of netallurgica
properties than the fact that the mlitary requirenents are
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for very thick products, and nost of our consumer-oriented
2 requi renents are for thinner products. And so all the new
3 mni nmlls that have been built over the last 12 years have
4 focused on the thinner products as their nmmin applications.
5 And so what we have for these defense capabilities in the
6 plate area are the older mlls. And, of course, those
7
8
9

mlls can't survive if they can't sell into the comerci al
ar ea.
And | guess we can anplify the netallurgica
10 reasons -- certainly sone of the steel conpanies could
11 probably anplify on those issues.
12 MR. THOWPSON: Okay. Thank you. Also in your

13 testinmony you identified that there was one bonb case
14 manufacturer.

15 MR SCHAGRIN:. Correct.
16 MR THOWSON. Wio is that?
17 MR SCHAGRIN: It's a conpany called Stupp (phonetic).

18 They're based in Baton Rouge, Louisiana. And it's a ngjor
19 product for them And they're an excellent conpany that's
20 been in business since the early 1950's.

21 MR. THOWSON: Ckay. Thank you.

22 MR HILL: GCkay. Thank you very much.

23 MR. SCHAGRIN:. Thank you very nuch.

24 MR HLL: 1'dlike to call Mchael Prusi

25 Coordiﬁator, "Stand Up for Iron Ore."
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M. Prusi.

MR. PRUSI: Thank you. Chairman Hill and nenbers of
the panel, allow nme to add ny greetings to those already
of fered you here this afternoon and this norning and
especially for the 4,000 people who joined us down in the
Superi or Dorme earlier today and the thousands that marched
inthe rain to bring you greetings.

For the record, ny nane is Mchael Prusi, a
third-generation iron niner. | represent an organization
called "Stand Up for Iron Oe," which was fornmed by the
col l ective bargai ni ng agreenent between United Steelworkers
of Anerica and Cleveland-Ciffs Iron Conpany. This
agreenent covers workers enployed at the Enpire iron mne
partnership, the Tilden M ning Conpany and the Hi bbing
Taconite Conpany up in M nnesota.

Prior to accepting this position, | served three terns
in the Mchigan House of Representative fromthe 109t h
District covering Marquette and Al ger Counties. M main
background on this subject, however, cones fromover 20
years of enpl oynent at various mne operations here on the
Marquette Range, during which | served seven years as
Presi dent of Steelworkers Local Union 4950, primarily
representing workers enpl oyed at the Enmpire M ne.

For over 150 years, iron ore nmining has been the
lifeblood in the foundation of this area's economy. Qur
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conmuni ti es have grown up around the mines. Cenerations of
| ocal residents have made their living and raised their
famlies on a nmner's wages, or else they have worked in a
busi ness that depends on the continued operati on of our two
remai ni ng mnes. Through good tines and bad, we have
wor ked hard to fulfill Anerica's need for the raw iron that
we have in such abundance.

That need has al ways been greatest during those
peri ods when Anmerica was in an arned conflict. During
World War 1l, the United States rolled nore steel than our
allies and adversaries conbined. Wthout M chigan and
M nnesota iron ore, we have had to rely on scrap steel to
achieve victory. Steel is an integral conponent of any
weapons system or defense infrastructure. Even today's
hi gh tech weapons rely on steel platforns and on stee
arnor to function properly. Unfortunately, an
ever-increasing anount of our nation's steel consunmption is
bei ng dunped and unfairly traded into our nmarket by foreign
sources. This has been docunented in the Departnent of
Commerce's The G obal State Trade - Report to the President
submitted last July.

Al though | amnot an expert in defense strategy, |
feel that it is safe to say that America's national
security depends on adequate, reliable supplies of donestic
iron and steel. | find it strange and sonewhat ironic that
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we have to convince our government that this is true.
Timely action at the onset of this crisis would have hel ped
to prevent the ongoing strangul ati on by bankruptcy of our
basi c integrated steel conpanies and the attendant i npact
on our defense infrastructure and our nation's econom c
stability.

Nearly 20 years ago, the steel industry went through a
pai nful contraction that saw a dramatic | oss of
st eel -maki ng capacity. The lives and l|ivelihoods of
hundreds of thousands of Steelworkers were devastated, and
their comunities are still struggling to recover fromthe
econom ¢ atom bonmb of nultiple plant closures. During the
80's, | was laid off for nearly two years before regaining
steady enpl oynent at the nines. | won't detail ny persona
troubles, as they probably aren't as deep as those that
many of my friends and nei ghbors experienced during those
years. Suffice | take it to say that the hard-working,
patriotic taxpayers of both iron ranges do not deserve to
relive that era.

The m ning operations of today are a far cry from
peopl e's i mage of picks and shovels. W work with enornous
and conpl ex equi pnent that generates thousands of
hor sepower driven by extrenely high voltage, all of which
needs to be set to tolerances in the thousandths of an
inch. W have renpte electronic sensors, digital controls,
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and gl obal positioning capability all linked to conputers.
And rmen and wonmen who operate and nmaintain this costly
machi nery are well trained and highly skilled.

Shoul d these nmines be forced to close due to the
burdens placed on our industry by unfair and illega
i mports, there are few other places for themto use their
skills in this part of the country. Once they have |eft
this area, the availability of a work force capabl e of

doing their jobs will be negligible. It would take years
to train new hires to the level of skill necessary to
perform adequately.

The m ne owners have invested hundreds of mllions of

dollars in equi pnment, technology, and training. The

St eel wor kers have sacrificed jobs, nodified contract

| anguage and work rul es and worked side by side with
managenment to increase productivity to a | evel unmatched by
any steel industry in the world. Al of this investnent
and sacrifice is at risk unless our government acts and
acts quickly to roll back the | evel of seni-finished stee
inmports to pre-crisis totals. Put plainly and sinply, that
is the remedy that | believe is proper, necessary and
justified. W cannot allow a commpdity so vital to this
nation's security interests and to our basic manufacturing
econony to becone yet another product that we no | onger
produce here at hone.
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| realize that this investigation is focused on the
nati onal security aspects of inmported iron ore and
sem -finished steel, and I wish | had the expertise and the
statistics to fully nake that case for you today. | have
only nmy love for ny country, a deep and abiding pride in
t he peopl e who manufacture this ore and an innate sense
that steel nade Anerica strong and that only American stee
can keep her strong. |If we becone a nation where people
who work hard for the American dream nust live |ike the
Chi nese, the Brazilians or the Koreans in order to comnpete,
then will we still be a nation worth defendi ng?

Thank you. And I will take questions if there are
any.

MR. HILL: Thank you very nuch, sir.

MR. PRUSI: Thank you.

MR HILL: At thistine, I'd to call M. Dan Carilli,
Presi dent of Local 4950, District 2, United Steel workers of
Aneri ca.

Sir.

MR. CARILLI: Thank you. Good afternoon. M is Dan
Carilli. | amthe President of Local 4950, United
St eel wor kers of Anerica, representing the 800 bargaining
unit enpl oyees enployed at the Enpire Iron M ning
Partnership in Palner, M chigan

The Enmpire M ne was built in four phases. Enpire Mne
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went on line in 1962 at a production rate of 1.2 million
2 long tons per year. Enmpire IV, the final expansion, went
3 on line January 1, 1980, raising the plant's total capacity
4 to 8 mllion long tons per year. The Enpire |V expansion
5 t ook about four years to conplete at a cost of al nost 400
6 mllion dollars.
7 Over the years, enploynent |levels rose to a high of
8 1450 bargai ning unit enpl oyees by 1980. Since 1980 the
9 nunber of bargaining unit enpl oyees has continually been
10 reduced due to productivity increases achi eved through a
11 continual capacity investnment and training of a highly
12 skilled work force. Capital investnent over the past ten
13 vyears has been 164 nmllion dollars, averagi ng over 16
14 mllion dollars per year. And the current plant enploys
15 800 bargaining unit and 121 sal ari ed enpl oyees, stil
16 producing at a capacity of 8 million |long tons per year
17 The 1979 five nmining sites enployed al nost 4, 000
18 bargaining unit enployees on the Marquette Iron Range.
19 Today only the Tilden and Enpire M nes renmin, enploying
20 about 1460 in the two bargaining units. The popul ation of
21 our already rural comunity decreases every year. Large
22 nunmbers of our children are forced to |l eave the area to
23 find enploynent as they graduate from high school and
24 college. School districts have been reduced by 20 to 30
25 percent.
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Studi es of our | ocal economy show that every m ning
job creates five jobs in our surroundi ng econom es. The
| oss of alnbst 2,000 mning jobs would, therefore, cause an
addi tional |oss of alnobst 10,000 jobs. Currently about 65
mllion long tons of material are mned at the Empire
annual ly to produce 8 million long tons of pellets. The
equiprment in all three areas of the nine is very large and
expensi ve and requires highly skilled personnel both to
mai ntain and operate. Many equi pnent purchases have | ead
ti mes which exceed one year. The work force is nade up of
about 50 percent nai ntenance enpl oyees and 50 percent
operating enpl oyees. Maintenance enpl oyees typically serve
apprenticeships lasting three to four years. Skilled
equi pnment and plant operators take simlar times to train.
There are not conpeting enployers in our area who serve as
a training ground for mners. Likew se, unenpl oyed miners
often have to |l eave the area to find enpl oynent.

The conti nued exi stence of our iron ore nines requires
the survival of the integrated steel producers in the
United States. Continued inports of steel, sem-finished
steel slabs and iron ore at the rates of the recent past
will alnmost certainly decimate our donestic and iron ore
i ndustry, seriously threatening this country's ability to
sustain a mlitary action and naintain our nationa
security. This should not be allowed to happen
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If iron ore production ceases to exist in this

country, we will not be able to resune production over a
short tinme frane. Even if idled plants renmi ned intact,
time will eventually render the equi pnent inoperable. Iron

ore bodies are not |lying open to the surface and require
time to devel op. New nining equipnment with deliveries
exceedi ng one year could be required to restart an idled
pl ant .

A highly skilled mning work force such as exists on
the Marquette Range has been attai ned over our history of
m ning for nore than 150 years. W have supplied iron ore
for all U S wars since the Civil War, and it is certainly
a matter of national security that we naintain this ability
for generations in the future.

Thank you very nuch for traveling to Marquette, and we
enj oyed the hearings today. Thank you.

MR. HILL: Thank you very nuch, sir. At this tinme, is
M. Ed Hanmilton in the roon? He's not checked in? Ckay.

At this tine, what | would like to do is we'll recess the
hearing. And with the pernission of our w tnesses coni ng
up, we'll nove up the time where we reconvene. | have 10
to 4:00, 3:50 in the afternoon. 1'd like to reconvene at
4:15. | believe nost of the final w tnesses are here. So
if that's okay with everybody, we'll recess at this point

and reconvene at 4:15 sharp. For the press and the
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audi ence, Jean Cottilli fromthe Departnment of Commrerce is
in the back. Wave your hand, Jean. | will be available
for press interviews at this time and after we finish the
final panel. W're in recess.

(OFf the record)

MR. HILL: The hearing will come to order. [I'd like
to remind the witnesses one final tinme as we enter the
final panel. And, frankly, we've been doing very well on

this. Everyone is allotted five mnutes, the sane rules as
the U S. Congress; five mnutes for testinony and five
mnutes for Qs and A's. W have a tiner over here who
will hold up cards at different intervals and give you fair
war ni ng ahead of time. Again, ny appreciation and thanks
to Dr. Judith Bailey, President of Northern M chigan
University, for her gracious hospitality in this fine
facility. And now let's begin the final panel

I'd like to call Monsignor Louis Cappo, who is here
today as Chairnan of the Lake Superior Community
Part nershi p.

Monsignor, 1'd like to also thank you for ninistering
to us twice today. A nunber of our del egation were at your
pari sh this nmorning for Mass.

MONSI GNOR CAPPQ Thank you. Well, welcone to God's
country. W wal ked around Presque Isle last night. And
will conmpletely agree with you. It is beautiful up here.
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My nane is Monsignor Louis Cappo. | amthe rector of
St. Peter's Cathedral here in Marquette. But today | am
testifying as Chairnman of the Lake Superior Community
Part nership. The Partnership, with over 1,100 nenbers, was
fornmed several years ago through the nerger of severa
Chanmber of Commerces and t he Econoni c Devel oprent
Organi zati on of Marquette County. And one of the groups
i nvol ved in the nerger was the Lake Superior Jobs
Coalition. And, ironically, this organization was
specifically formed to support our local mning industry
and the iron miners in the early 80's when the steel mlls
and iron mnes were fighting off an earlier threat from
steel inports.

The drive to create this new organi zati on several
years ago canme fromthe closing of our major Air Force here
in Marquette County. As you flew in the other day and saw
our airport, you had an opportunity to see K I. Sawer Air
Force Base. And this closing also had a nmaj or econom ¢
i mpact on our community fromwhich we're still recovering.

And one ot her piece of personal history that rel ates
to the subject of the hearing today -- and sone of those
that were at Mass heard sonme of this this morning in ny
comments after the close of the Mass today. As a priest in
the western part of the Upper Peninsula, | was involved in
the 1950's with the iron ore mines in that area, and they
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were fighting to stay alive. And it was a battle they
eventual ly lost, and the community has changed forever.

And | even hate to go back there sonetines just to see just
what happened over the |ast 40 years.

Now, this history that | give is inportant because it
hel ps explain why | amactively involved in the effort to
get the United States Governnent to take action against
illegal imports. Qur organization has a strong record in

that regard. 1In fact, | represented the Partnership and
the community in a neeting with Secretary of Comerce Evans
in Senator Levin's office in April. M involvenent stens

fromthe fact that |'ve witnessed firsthand what happens to
conmuni ti es when naj or enpl oyers such as the iron mnes go
out of business.

There are many towns in the Gogebic, as you heard from
Senat or Koi visto today, and in the Menomi nee Iron Range in
the Western Upper Peninsula that have never fully recovered
fromthe | oss of those industries. And ny experience al so
tells ne that, once the mnes close, they're not going to
reopen. And if soneone believes that they can be reopened
in the case of a national enmergency, | can tell you it wll
be an al nost i npossible task.

Anerica's capacity to produce iron ore is not nuch
over half of what it was 20 years ago. And this country
can't afford to lose any nore. | don't think we need a
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hearing to determ ne that having a viable steel and iron
mning industry is vital to the national security. Stee
was needed to build and defend this country in the past,
and it will be needed in the future.

And | also know that we can't depend on other
countries to supply that steel. The world changes. There
are those who are friends sonetimes becone our enem es.
And so those who are responsible for serious aggression
agai nst Anerica are now our best friends. Perhaps we can
depend on others for shoes and tee shirts, but | don't
thi nk we can depend on themfor steel. It just doesn't
make sense

The real nission of the Lake Superior Community
Partnership is to do all we can to help ensure that we have
a strong econonic base in jobs for the people that |ive
here. As our organization was fornmed, we visited sone
other places in the country that have been successful in
simlar efforts. And the advice we received was that we
nmust focus first on total community devel opment, that our
econonmy will not grow unless we have a conmunity that
of fers those quality-of-life features that are al so
i mportant to our people.

And | believe we have to take a | ook at nationa
security in a simlar way. It's not sonething we create as
a single package, but something we build a step at a tine
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and a community at a tinme. And for the United States to be
strong and secure, each comunity rmust be strong. Stee

i nports have had a nmmjor negative inpact on this comunity
for over 20 years. And | believe, unless we take sone
aggressive steps and are taken now, | foresee this
community will be devast at ed.

There are those who will say the problemisn't inports
but instead it's because the world has too nuch
steel -maki ng capacity. But where was the problem created?
Certainly not here in the United States. W do not have
enough capacity to supply our own needs for steel. That
bei ng the case, why nust our conmunity suffer? Wy nust
our people here lose their jobs? Wy nust people in
Marquette County see their lives disrupted and in sone
cases destroyed?

Previ ous studies by the Departnment of Commerce and the
I nternational Trade Conm ssion have docunented the fact
that inports are being illegally dunped into this country,
causi ng severe danage to the steel and iron mning
industries. And | feel -- and I1'd like to suggest that
it's tine that we put our best interests first.

Just a little history: M dad was a m ner, a copper
mner, for 51 years. | was born in the Copper Country.
Again, we lost all our mnes. Communities were just
devastated. Schools closed. And | see the sane thing
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happeni ng here. The iron ore taken fromthe ground around
us helped to build and defend this country. And it would
be unbelievably foolish to allow our capability to produce
steel be destroyed from sone foreign nations, sone who are
on the opposite side in the Cold War that ended only a few
years ago.

| just cannot say enough, really, to try to convince
whoever we have to convince that the steel industry is
important to us as a nation. And we pray that you have an
open mnd, that you look at all the facts and that God give
you the wi sdomto nake the decision to support us in this
effort.

Thank you.

MR. HI LL: Thank you, sir. Thank you, Monsignor, for
those very thoughtful and heartfelt comrents. Thank you.

At this time, 1'd like to call M. Gary Boyer.

M. Boyer, sir.

MR. BOYER: Yeah. | am speaking on behal f of nyself
and ny wife, Constance Boyer. | ama retired CCl salary
enployee. |I'mamwiting again to -- this refers to

M. Brad Botwin. And I'mwiting again to ask you and our
Government to stop the dunping of iron ore and steel in
this country by foreign conpanies. They do not live up to
their trade agreenents, to ny understanding. To ny

know edge, you and the United States Departnent of Comerce
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are currently conducting a Section 232 investigation into
the national security inmpact of iron ore and inported
sem -finished steel. President Bush has al so ordered an
investigation into the iron ore and steel dunping. The
previ ous administration was asked a couple of years ago to
do sonet hing about it, and nothing was done.

Iron ore and steel dunping is a threat, in my opinion
to our national defense and our econony, as | see it.
These foreign countries put quotas and tariffs on us; we
should do the sane for them Foreign governnents subsidize
forei gn conpanies that nmake steel. Also they ship iron ore
and steel into the U S. at below cost and use cheap | abor
Free trade but fair trade: USA is the only country, in ny
opinion, that lives up to the free trade in the world

These foreign conpani es and governments are not doi ng
free trade. W have |ost thousands of jobs in the past 15
years to unfair trade. Congressnman Bart Stupak and Jim
oberstar requested this investigation. At |east we should
pass in Congress and have President Bush signit, Bill
HR975, the Bipartisan Steel Recovery Act. This bil
requires steel inmports to return to pre-1997 levels. W
cannot afford to have the U S. dependent on any foreign
iron ore or steel; or oil, for that matter. It is a threat
to our national security and econony. Thank you, Gary P
Boyer and Constance Boyer.
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MR HILL: Thank you. You were an enpl oyee at
Ceveland-diffs for how | ong?

MR. BOYER Well, with ny sailing tinme, just about
27-1/ 2 years.

MR HLL: And "sailing tine" is?

MR. BOYER Well, | used to sail for the conmpany on
the Lakes al so, hauling iron ore, coal, whatever.

MR HILL: GCkay. And do you have family in this area
who are also involved in the nines today as well?

MR BOYER: | have a son-in-law that works at the
Empire, and nmy wife has a cousin who retired fromthe
Tilden Mne. And | don't know There might be a few
others too that, you know, are cousins or sonething that do
work at the mines too. | have a lot of friends that work
at the mnes.

MR. HILL: Thank you for your testinony here today,
and thank you for your years of service, sir.

MR. BOYER  Thank you.

MR HILL: At thistine, I'dlike to call M. Ceorge
Ryan, President, Lake Carriers' Association.

Sir.

MR. RYAN: Thank you very nuch, M. Hll. M coments
wi |l somewhat anplify the coments nade by Bart Stupak and
M ke Minar. The Lake Carriers' Association represents 12
Anerican corporations operating 58 U S. Flag vessels
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exclusively on the Great Lakes. 1In a typical navigation
season, these vessels and others flying the U S. flag nove
upwards of 115 million net tons of dry-bulk cargo. Key
anong these cargos are iron ore for steel production, coa
for power generation and stone for the construction and
steel industries.

It's a tenet of U S. policy that the national
economc and military security of the United States depends
on its position as a mlitary power and the strength of its
national maritine infrastructure. The U S.-Flag Jones Act
fleet, of which the vessels operating in the G eat Lakes
are a key conponent, is the foundation upon which U S.
maritime power and the national nmaritinme infrastructure
rests. This fleet is the key conponent of the Fourth Arm
of National Defense. Wthout the critical nmass represented
by the domestic fleet, the United States would be unable to
sustain the maritime infrastructure essential to nationa
def ense.

In tines of crisis, nearly 95 percent of the arns and
materials that our troops need nove to the war zone in
ships. The skills that our mariners on the Great Lakes
possess are transferable to the oceans. For exanple,
during the Persian Qulf War, a nunber of G eat Lakes
mari ners went deep sea during the winter |ay-up period and
hel ped deliver nmuch needed supplies to our troops in the
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aul f.

In the Bosnian conflict, 70 percent of the U S
seafarers activated for mlitary service had served on
Jones Act vessels, including those operating here on the
Great Lakes. This is not surprising since 87 percent of
the U S.-Flag shipboard enpl oynent opportunities now are in
the Jones Act donestic fleets.

Al though the size linmtations of the St. Law ence
Seaway preclude Great Lakes shipyards from building the
very |large Naval vessels, you heard from Tom Byrne that our
regi on does build auxiliary vessels for the Navy and
several types of ships for the United States Coast Guard.
Wthout the U S.-Flag ships that need to be built,
mai nt ai ned and noder ni zed, Great Lakes shipyards woul d not
be econom cally viable and thus would be |ost for nationa
def ense needs.

The fleet on the Great Lakes is able to exist as a
nati onal defense asset because it has commercial cargo to
carry. The primary cargos are iron ore and stone for the
steel industry. Take a substantial portion of that cargo
away, and the United States | oses a part of its nationa
defense infrastructure. 1t's that sinple.

The critical nature of the nmarine transportation
i ndustry was affirned in a 1998 Presidential Conm ssion
that identified transportation as one of the eight segnents
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of the U S. econony as "critical infrastructures." And
know t he Departnent of Commerce is well aware of the
nati onal security |inkages as the Bureau of Export
Admi nistration and the U S. Navy are currently conducting a
nati onal security assessnent of the U S. naritinme industry.

Domestically mned iron ore is the largest single
commodity nmoved by the U S.-Flag Lakes fleet. |In the year
2000, iron ore cargos totaled 58.5 mllion net tons or 51.6
percent of the cargo noving in all of our US. bottons. As
recently as '97, the U S.-Flag float totaled 63.4 mllion
tons, but that was before dunped foreign steel began its
four-year attack on donestic steel makers. Obviously, then
were inported iron ore to replace donestically-nm ned
taconite, the U S -Flag Lakes fleet would | ose a
significant portion its business.

Li kewi se, increased inports of sem -finished stee
woul d have a negative inpact on G eat Lakes shipping. It
takes 1.3 tons of iron ore and a half a ton of fluxstone
and a quantity of netallurgical coal to nake a ton of
steel. So every ton of foreign steel displaces a like
amount of donestic production that takes two tons off of
our shi ps.

The 2001 shi pping season offers graphic proof of the
i mpact of unfair trade in steel. W have six ships right
now that are currently idled that have a conbi ned per-trip
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capacity of nore than 175,000 gross tons. That's nore than
9 percent of our fleet's total per-trip capacity. The
econom ¢ i npact of increased inports of iron ore and

sem -finished steel extend beyond the [ oss of iron ore
cargos. Since nany vessels carrying iron ore nobve cargos
of stone and coal on their way back to the iron ore | oading
ports, the loss of iron ore would require a significant
increase in freight rates for these "backhaul" cargos.

I'd like to finish up by saying that the follow ng
statenent that was issued by the Merchant Marine Panel of
the House Committee on National Security in 1996 really
sums up the defense role of the Merchant Marine in the
United States, quote

"The national security benefit of the donestic fleet

is substantial. O particular significance, the U S

fleet provides vessels and crews to neet the U. S

security needs w thout requiring the Defense

Department -- and hence the taxpayer -- to bear the

substantial costs of building, manning and nai ntaining

a governnent fleet and | ogistics capability already

provi ded by the private sector," end quote.

In summary, iron ore for the steel industry is the backbone
of U S.-Flag shipping on the Great Lakes. And the |oss of
that cargo to unfair inports will decimate the U S.-Flag
fleet. Gone too would be the naritine capabilities and
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infrastructure that play a vital role in our nation's

nati onal defense. | urge you to recommend to the President
to stemthis unfair flow of iron ore and sem -finished
steel .

Thank you.

MR. BOTWN:. Could you provide us, | guess in
witing -- you don't have to give us an answer right now --
but the cost? You mentioned the backhaul -- what kind of

rate increases you're tal king about percentagew se shoul d
iron ore disappear? And, secondly, sonme numbers on the
mari ners on the | ake and how many have been called up in
previous conflicts, maybe sone gross nunbers and then --

MR. RYAN. We'lIl put some gross nunbers together. But
as you know, the U S. Merchant Marine is a civilian
conponent. They're not really called up as the nava
reservists would be called up. Many of them are nenbers of
maritime uni ons who have contracts with compani es operating
the ships in the ready reserve fleet. They volunteer to
serve in that capacity. The unions have sone of those
records, and we'll try to get themfor you

MR. BOTWN:. G eat.

MR. HI LL: Thank you very nuch.

MR RYAN. Yes, sir.

MR HILL: At this time, | would like to cal
M. Jerone Welsch, Executive Vice President of Anmerican
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St eanshi p Conpany.

M. Wl sch.

MR WELSCH: Good afternoon. M. Hill, nenbers of the
panel and to other attendees gathered with us in this room
nmy nane is Jerry Wl sch, and | am Executive Vice President
of Anerican Steanship Conpany. | amhere today as a
representative of ny conpany, to testify about how we have
been adversely inpacted by the inportation of iron ore and
sem -fini shed steel.

Aneri can Steanship Conpany is one of 16 donestic
corporations that operate large U S. flag vessels on the
Great Lakes. Today our fleet consists of eleven
sel f-unl oadi ng vessel s, which represent an original capital
i nvestnment in excess of 250 million dollars. Qur conpany
enpl oys approxi mately 350 individuals, of whomthe najority
are professional seafarers. |n the year 2004, our
organi zation will have conpleted a full century of
operation. Sadly, however, as we approach that mlestone,
we find ourselves operating in the nost difficult
environnent that we have faced in our history.

Qur conpany excl usively provides wat erborne
transportation of dry bulk comobdities. These commodities
primarily include iron ore pellets, coal and |inmestone
aggregates. Even a casual review of statistical
i nfornmati on about our industry will reveal inmediately just
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how dependent we are on the demand for donestic iron ore
pellets and other compbdities related to the process of
i ntegrated steel making.

Thr oughout the 1990's, the shipnent of iron ore
pel |l ets al one represented over 50 percent of the annua
demand for our industry's services. Wen you consider the
other steel-related comobdities that we transport, our
i ndustry's dependence on integrated steel nmmking nore
cl osely approxi nates 80 percent. As one of the major
carriers in the Great Lakes, our own conpany's steel - maki ng
dependency statistics mrror those percentages.

The unprecedented |l evel of steel inmports during the
past three years is well docunmented. As our donestic
i ntegrated steel manufacturing and iron ore mning
i ndustries have deteriorated, so too has the market for
Great Lakes vessel operators. Between the years 1998 and
2000, demand for our industry's services decreased by over
9 mllion tons. Likew se, Anerican Steanship Conpany's
annual float has followed a simlar downward path.

Thus far in 2001, conditions are even worse. W are
projecting that our conpany's total haulage this year will
approximate 20 nmillion tons. That is down from 25.3
mllion tons as recently as 1998. Mich of this contraction
has occurred in the steel-related conmpdity segnment. Three
vessels fromour fleet that began nornal seasonal operation
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in the spring of this year are currently in "lay up" due to
| ack of product denmand. That means that approximately 75
of our conpany's personnel are currently w thout

enpl oynent .

I would al so point out that our presently idled vessel
equi prent i s not technol ogically obsolete or of marginally
efficient capacity. Rather, these assets are nodern
sel f-unl oadi ng vessels that were built in the late 1970's
and are just now beginning to reach the m dpoint of their
expected useful life. Indeed, with regular naintenance
and periodic capital investment, our assets can |ast wel
in excess of sixty years. On the other hand, because our
equi pnment was built exclusively for fresh water operation
we cannot deploy this equi pment in ocean markets. The
ability to sustain the productive |life of our assets wll,
therefore, be determ ned by their economic viability in
service to custoners on the Great Lakes.

The nost troubling aspects of the crisis we are facing
today are threefold -- the absence of any inmedi ate
respite, the threat of further narket contraction, and the
realization that some portion of business already |ost wll
likely be permanent. |Inports are continuing to enter the
US. at adebilitating rate and the litany of bankrupt
steel conpanies continues to grow. The ripple effect on
our industry is already being felt. It is clear that no
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amount of cost cutting, managenent ingenuity or inproved
efficiency can renedy the permanent | oss of a custoner base
that represents such a significant conponent of our tota
mar ket .

Utimtely, our industry and our conpany are only as
viable as the custoners we presently serve. |f Dblast
furnaces are replaced by seni-finished steel slab inports
and the iron ore industry di sappears, nost of our fleet

will be taken out of service and eventually scrapped. In
the event of a national energency, it would take up to two
years to build a replacenent vessel. And in the case of

our largest carriers, the 1000-foot vessels, replacenent
costs could be as nuch as 85 mllion dollars per unit.

Most of the references |'ve made today have dealt with
busi ness statistics or have been about assets and
equi prent. The real cost of this situation, however, has a
human face. Bankruptcy and | ayoffs deprive people of their
livelihood. Perhaps nore inportantly, these actions take
away hope and optim smfor the future. As a manager, | see
the anxi ety and the concern in the eyes of my coworkers.
Unl i ke previous recessions and even distinct fromthe
retrenchment that affected these same industries in the
early 1980's, there is a growing sense that nmuch of what is
occurring today is beyond our ability to control

Qur basic steel manufacturing and our iron ore mning
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i ndustry are clearly threatened. As a supplier inexorably
2 tied to basic steel manufacturing, we also feel that
3 threat. The national security rel evance of each conpany
4 singularly represented at today's hearing can be debated.
5 What is undeniable is the inportance to national security
6 of the infrastructure represented by this collective group
7 and therefore the inportance of an economically viable
8 donestic iron ore mning and steel manufacturing industry.
9 As a major supplier to those industries, we believe that we
10 are an integral part of that infrastructure and therefore
11 relevant to discussions relating to national security.
12 | hope that ny remarks here today nmay add additiona
13 weight to the testinony of those who have conme before and
14 to those who will speak after ne and that our conbi ned
15 input will help the inportant work of this conmittee and
16 its investigation.

17 That concludes nmy prepared remarks. |'d be happy to
18 take any questions.
19 MR. HILL: | have just one quick question. | don't

20 know if | read this or soneone told ne this. The

21 1,000-foot vessels, the |last one was built in 1982 or

22 thereabouts?

23 MR, VEELSCH: Ther eabouts.

24 MR. HILL: Are there any other vessels being built for
25 the Geat Lakes at this time? O what's their size?
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MR. WELSCH: Currently at this time, no. | believe
the last delivery -- and M. Ryan can correct me if I'm
wong -- was the Great Lakes Trader, which was actually
delivered | ast year, in the sumrer of |ast year. But prior
to that, | believe the |ast vessels delivered were on or
around the early 1980's. The last one we built was in
1982.

MR. HILL: Any other questions?

MR. VACCARO. What's the average age of your fleet
ri ght now?

MR. WELSCH: The average age of our fleet, nmpbst of it
was constructed in the md or late 70's, early 80's. So
t he average age woul d be 25, 26 years.

MR. HILL: Wat's the average life cycle?

MR. WELSCH. Life cycle can be -- the life cycle could
be al nbst as nmuch as you can econonically justify
continuing to make investnents. | guess that's a point
that | think Carl nade earlier and M. Brinzo nade earlier
What woul d happen here and what the risk is here, as our
mar ket continues to contract, investing and even
mai nt ai ni ng equi prent becones nore and nore an economnically
unjustified venture. And so, as the market deteriorates,
when maj or capital investnents are required, it will be
difficult, if not inmpossible, to convince a board of
directors to nake those necessary capital investnents. So
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while the assets may last for a considerable tine, these
are long-lived assets. \When capital investnent

requi renents cone up, it would be very, very difficult, in
today's market, to justify such an investnent.

MR. HILL: Most of your ships are too large to get
t hrough the Locks to the ocean; correct?

MR. WELSCH: Yes. The Locks' linmitations, | think
are vessels 730 feet in length and 78 foot in beam And
nost of our vessels, sinply because of a size constraint,
could not exit the seaway.

MR. HILL: Thank you very nuch, sir.

I'd like to call M. John Marshall, President and
CGeneral Manager at Lake Superior and |shpem ng Railroad
Conpany. Did | say that right?

MR. MARSHALL: Lake Superior and |Ishpening, yes.

MR HILL: Thank you.

MR. MARSHALL: M nane is John Marshall, and | am
Presi dent and General Manager. 1'd like to thank you,
Chairman Hi Il and your panel, for sticking with us this
afternoon. | knowit's been a |ong afternoon, and we are
wi ndi ng down. \When Congressman Stupak began his remarks
tal ki ng about railroads around noon, | was afraid he was
going to steal ny whole testinony, but he did | eave ne a
little bit to tal k about.

The LS& enpl oys 165 people. Qur payroll is
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approximately 9.7 million dollars, and our total econonic
i mpact on the area is about 14 nillion dollars. Now,
that's not quite as |large as you heard the inpact that the
m nes have. But it's certainly a major inpact.

Iron ore was discovered in this area in 1844, and that
mar ked the first discovery of iron ore anywhere in the Lake
Superior region. The early mning entrepreneurs knew that
transportation would be critically inportant to their
ventures. Marquette had a great potential as a shipping
port, and the Great Lakes provided access to nore popul ated
areas. But getting the ore to the | ake about 15 niles away
presented a great challenge. The first trainload of ore
noved by mul e power on what was known as the "plank
railroad" in 1854. There were several rail lines, rea
rail roads, established in the |ate 1800's, and that
i ncluded the LS& , which, with the Wsconsin Centra
Rail road here in Northern M chigan, still serves the nines
t oday.

The LS& built its first ore dock in Marquette in
1896. The uni que pocket-dock; that, if you took a wal k at
Presque Isle last night and you saw it; was built in 1912,
utilizes 1912 technol ogy and still provides excellent
service today. | know you're not here to | earn about
history, but it really is an inmportant part of the story.
It's no coincidence that the integrated steel industry in
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the United States was built on or near the southern shore
of the Great Lakes while the iron ore mnes were located in
t he north.

The conbi nati on of railroads and Great Lakes shi ppi ng
that you just heard fromtwo gentl enen representing that
industry really provided a transportati on systemthat was
and is still today extrenely efficient.

Last year the LS& shipped 7.5 million tons over its
dock in Marquette. Wsconsin Central, our friendly
conpetitor, provides service to Escanaba on Lake M chi gan
where they al so operate a dock. Last year they shipped 6.9
mllion tons across that dock through the Port of Escanaba.
The LS& shipped an additional half a nmillion tons al
rail

What | would like to talk with you about is another
part of that recurring thenme that was weaved through all of
today's testimony. |I'mreferring to the fact that what we
have is a systemthat efficiently supplies steel-naking
bl ast furnaces in the southern G eat Lakes area. That
systeminvolves mning iron ore in northern M chigan and
M nnesota, then transporting it by rail and ship. |If these
m nes are forced out of business, the systemw Il be
destroyed, and it will be al nbst inpossible to put back
t oget her agai n.

Transportation is certainly one of the key issues to
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be considered. As it was 150 years ago, rai
transportation is still a very vital link in that system
If the mines here on the Marquette Range were to close, the
LS& would neet the sane fate. Qur only mssionis to
serve these two large iron ore mnes; so, when our
customers are gone, we too will be gone.

If that were to happen, the |l oconptives and the rai
cars woul d be scrapped or sold to other railroads. Rai
I ines woul d be abandoned. And once you abandon a rail |ine
today, it's very, very difficult to get that right-of-way
back. Reestablishing service in a national emergency would
be virtual ly inmpossible.

| can't speak for other railroads, but it's likely
that this scenario would be repeated el sewhere, and many
other rail lines would have a simlar experience.
CGeneral |y speaking, nost of the railroads that serve the
US. iron nmning industry are either part of the mning
operation, lines like the LS& wth our only custoners
being the nines, or railroads where iron ore shipnents nake
up a ngajor part of their business.

The bottomline is sinple. The process of making
steel begins with iron ore. W now have the systems in
pl ace to make that happen, and we need to deal with the
i mport issue today to ensure that it will still be there in
the future. |If we should determi ne at sone future date
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when we' ve put the blast furnaces and iron mnes out of
business, that it was in the national interest to maintain
the capacity to produce steel in this country and produce
steel fromiron ore, it will be too late. The ore wll

still be in the ground, and that's nost |ikely where it
woul d st ay.
Finally, as you think about national security, | hope

you will take the time to investigate the role that the
iron nmning and Great Lakes shipping industries played

during World War |1, just a little bit of history. |It's
quite a story, but there really isn't tine in the five
m nutes you've allotted me. | can tell you, though, that

many peopl e and conpani es wor ked together and did an
incredible job of serving the national need.

In 1942, a record-shattering 92 mllion tons of iron
ore were shipped on the Great Lakes. Over the seven
shi ppi ng seasons during the war period, 522 nmillion tons of
iron ore was delivered. That iron ore was converted to
steel that was needed to nake the tanks and ships and
armanents that hel ped Arerican troops to victory.

The iron ranges in M chigan and M nnesota have been
there through the years to help build and defend Anerica.
But we're not asking that you help to defend us today
because of what we've done for this country in the past.
We are asking you to ensure that this capacity and
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capability is there for the United States in the future.

Thank you.

MR. HILL: Any questions? Thank you very nuch, sir.

I'"d like to call Dr. Judith Bailey, President,

Nort hern M chigan University. And, again, thank you very
much for your gracious hospitality today.

DR. BAILEY: Thank you, Director Hill. And thank you
for the opportunity to testify at the hearing. 1 amJudith
Bai |l ey, President of Northern M chigan University. And on
behal f of Northern's nore than 1100 enpl oyees and 8500
students, we were pleased to have served as your host today
because this issue is vital to us as an university in this
regi on.

In August, Northern will begin its 102nd year of
providing quality collegiate experiences to the people of
t he Upper Peninsula, the Upper Mdwest and beyond. CQur
original mssion, when we opened in 1899 -- and one we
still have today -- was to train the teachers who woul d
educate the children of the Mchigan Iron Range.

Qur rol e has expanded over the past 102 years to
i ncl ude providing education and training for mnors and
ot her enpl oyees at the mnes. | amhere today to talk
about the potential inpact on the closing of the area's
iron ore mines and the educational aspect of the mine's
ability to restart in the case of a national security need.
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Nort hern has traditionally nmet the needs of enployers
inthe UP., fromnurses for the region's hospital to
school teachers for the area schools to providing skilled
enpl oyees for the iron ore mnes, the |ast being an
excel | ent exanpl e of a business and education partnership
that has worked extremely well. A nunber of years ago, the
l ocal mines came to Northern with a problem a |ack of
qual i fi ed personnel needed to nmaintain and run highly
sophi sticated, technol ogically advanced equi prent.

And | want to enphasize that this equipnment is truly
hi ghly sophi sticated and technol ogi cal |y advanced. The
m nes had tried, without success, to hire people locally
and t hroughout the region, including in the ngjor
metropolitan areas. This inability to attract qualified
i ndividuals was not related to | ow salaries for these
positions. These positions are anong the highest-paying
jobs at the mines. But the working conditions are frankly
| ess than gl anorous, oftentines dark and dirty.

VWhat | think it is inmportant to realize about this
| ast point is that the Upper Peninsula has a deep tradition
that is tied to mning. It is part of our proud heritage.
M ni ng has played a rol e throughout generations of fanilies
in the area and, as such, nining jobs are regarded as
highly desirable. |If the mnes close, this tradition will
be broken and finding enployees to work in the mnes during
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a national security situation may be even nore difficult
than it is today.

In order to neet their need for qualified personnel
the mnes joined with Northern several years ago in
est abl i shing two associ ate degree prograns, one for
el ectrical technicians and the other for industrial
mai nt enance technicians. W staffed these prograns to
provi de instruction using the best |earning approach
possi bl e. These prograns involve four senesters of
cl assroom work done in seven-week increnments and on-the-job
training to further their abilities. So the programnms are
set up with seven weeks of an eight-hour-day classroom
experi ence foll owed by seven weeks of an eight-hour-day
on-the-job training experience.

This is done in basically the sane approach four tines
over. The approach has been very successful, and we
currently have 62 m ne enpl oyees who were students enrolled
in the prograns, 12 in electrical maintenance and 50 in
i ndustrial maintenance. |f the nmines were to close, in al
i kelihood, Northern would not be in a position to continue
these programs. There would sinmply be no need. W would
not have enough students fromthe area or denmand for the
programns.

This is a separate issue fromthe issue of a genera
decline in demand that Northern would face fromthe m nes'
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closure. If we faced a national enmergency and had to
restart the mnes, assum ng that were even possible -- and
you' ve heard a |l ot of testinony today about the fact that
that's probably inpossible -- the anbunt of time needed to;
one, restart the prograns; and, two, to produce graduates
who could service and run the machinery; would be
substanti al .

Sone of the issues that cause this substantial tinme
frane are the need to obtain qualified facility to teach in
the prograns, the need to obtain qualified m ne personne
who coul d supervise the on-the-job training segnent and the
need to recruit individuals into the program | do not
know how long it would take to hire qualified instructors
in a situation involving national security. But |I do know
Nort hern's Col | ege of Technol ogy and Applied Sciences
recently was involved in a tw-year search to replace a
departing faculty menber in this area of study.

Once the three key steps -- hiring qualified faculty,
hiring qualified mne personnel to supervise the on-site
training and recruiting for the program-- are in place, we
woul d then be in a position to start the training. The
classroominstruction takes a full 28 weeks. It cannot be
reduced much, if any, because already these nen and wonen
are in the learning environnent eight hours a day.

It is possible to | engthen the classroom day, but the



00155

guesti on becomes how rmuch nore does a student absorb over
an extended | earning period. The on-the-job training m ght
be able to be reduced, but renmenber that it is an inportant
part of the |earning process, and there are safety issues
i nvol ved wi th extended work sessions.

If the mine closes, there is not substantial
enpl oyment for this type of skilled worker in the Upper
Peni nsula. Wile these positions do exist regionally in
such organi zations as the paper mlls and the area
hospitals, the need is |imted. Even the |argest enployers
of this area do not have nore than one or two positions for
this type of skilled worker. Thus, it is nmost unlikely
that Northern woul d sustain the prograns due to | ack of
student denand.

In summary, if the mnes close, the Upper Peninsula

will lose qualified technicians and qualified educators
that currently help in the process of producing iron ore,
and ultimately steel. 1In addition, as tinme goes on, we
will lose intellectual capital in the U P. that is needed

to produce the infrastructure that allows the nmines to be
productive in a reasonable period of tinme. These |osses
woul d severely inpact our ability to neet future nationa
security needs.

Thank you for the opportunity to testify, and 1'd be
glad to take any questi ons.
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MR HILL: | just have one quick question. At one
point in your testinony, | believe you said sonething to
the effect you have 62 mine workers in your prograns today.
At the two operating mnes today, how many skilled
technici ans, as you defined it in your testinony, are there
in each one of those m nes?

DR. BAILEY: | would have to defer to the nine
supervisors, but I will be glad to provide you that
i nformation.

MR. HILL: Thank you. Any other questions? Thank you
very much.

DR. BAILEY: Thank you.

MR HILL: At this tinme, I'dlike to call Dr. Janes
Scheiner. He is the Dean of Cissler College of Business,
Nort hern M chigan University.

Wl come, Dr. Scheiner.

DR. SCHEI NER  Thank you. Thank you, Chairman Hill.
Thank you for the opportunity of appearing before you
today. |'mJim Scheiner, Dean of the Cissler College of
Busi ness and Director of the Bureau of Business and
Economi ¢ Research at Northern M chigan University.

The cl osing of the nmines because of their |ocation
wi || have a severe and potentially devastating economc
impact on this area. This will adversely affect the area's
ability to provide the infrastructure needed to support the
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mnes on a tinely basis in the event of a nationa
energency. The severe econonic inpact can be seen in
regi onal econonic data, sone of which | would like to
hi ghl i ght for you.

The m nes enploy directly 1740 individuals. This is
approximately 5.7 percent of the Marquette County enpl oyed
work force. To provide sone perspective, for the entire
Upper Peninsula, this represents over 1.15 percent of the
total current U P. enployed work force.

My di scussi on does not cover additional anmpunts spent
in other areas of the Upper Peninsula or throughout the
State of Mchigan or the United States. |'mcovering only
what is spent in Marquette County. M witten renmarks
include tables to detail the data that |I'mpresenting to
allow it to be nore easily conprehended. Using the Bureau
of Economic Analysis RIMS, the Regional Industrial Miltiple
System 2, for Marquette County, the |oss of these 1740
jobs would result in a total |oss of over 4,070 jobs in the
area; 4,070 jobs.

This job loss would be in addition to the al ready
hi gher unenpl oynent rate than the M chi gan average.
Marquette County's average unenpl oynment rate in May was 5.1
percent. For your information, that conpares to the
M chi gan average of 4.6 percent. And, indeed, the whole
U P.'s average is slightly above that, 6.3 percent.
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Again, using the RIMS 2 data, the closure of the m nes
woul d result in a total econonic inpact of over 600 million
dollars to the area; 600 million dollars lost to the area
The jobless rate in the county, holding everything else the
sanme, would go to approxinmately 23 percent. |If the mnes
laid off all 17,040 instantaneously, that woul d shoot the
jobless rate to 10 percent; with the multiplier effect, 23
per cent .

It is very inportant to recognize that this estinmate,
in all likelihood, downplays the significance of the |oss
of the nmines. The three [argest enployers in Marquette
County are the mnes, the Marquette General Health Care
System and Northern M chigan University; the other two
enpl oyers relying on the miners and their fanmlies for a
significant source of their business. These and other
busi nesses and governnents in Marquette County woul d have
to, quote, "right size," unquote, to a new | evel of needs.

VWiile it is very tenpting to dismss the potenti al
i mpact, one only needs to | ook at other data to see how
dire the circunstances could very well be. For exanpl e,

t he nmedi an household i ncome for Marquette County |ast year

was approximately $26,400. The average pay of the nmines is
nore than double that. Hence, the nedian househol d incone

woul d drop substantially in Marquette County.

Another item The percentage of unoccupied housing in
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Marquette County is currently substantially above the

M chi gan average. Vacant housing units in Marquette County
represent over 22 percent of all housing. O this 22
percent, al nost 13 percent are used for seasonal recreation
or occasional usage, leaving a true vacancy rate of 8.7
percent. This conpares to only 5.1 percent for the state
as a whole. And, in fact, in the last couple years, a
grow h in housing that has occurred here is basically
seasonal housing. People cone up, enjoy the sumrer, go

el sewhere for the wintertine.

While the area used to have a | ow cost-of-1iving
advant age, much of that advantage has been lost in the past
several years. At |east one service that tracks cost of
living has tracked a substantial cost-of-living increase in
the Marquette area that has not happened in the Escanaba
area, the other area that they tracked. Another service
shows Marquette at 99, slightly below their nationa
average of 100 for cost of living in a city.

In addition, the Bureau of Business and Econom c
Research at Northern maintains a market basket of food to
neasure the costs associated with living in the Upper
Peni nsul a. That market basket is now at the highest |evel
since we started keeping this data over four years ago.
Hence, Marquette nmay not be able to market a substantially
| ower cost of living to attract new busi ness.
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Per haps a maj or inpact of the mines closing would be a
further increase in the age of the population living in
Marquette County. Marquette already has a substantially
agi ng popul ation. The nmedian is over two years above the
state average. And the only reason it's that little
difference is because of Northern attracting students to
t he area.

G ven the higher-paying mne jobs, the | oss of these
m ne jobs woul d cause the younger workers to | eave the area
and | ook for enploynment el sewhere. The denographics of the
area would continue to age, making it difficult to obtain
qualified workers to assist in a national energency.

I'"mrem nded by a book that over 90 percent of all
iron ore that the United States utilized through the steel
i ndustry during Wrld War Il was provided by M nnesota or
t he Upper Peninsula. Gven the already difficult econom es
in the Upper Peninsula, the closure of the mnes wll
create a situation in which the need for iron ore in a
nati onal energency cannot be nmet in a reasonable tine.

And | apol ogi ze for going over. Thank you.

MR. HILL: No problem | just have one question. You
conpared the Marquette area statistics with the State of
M chigan. And I'msorry I'"'mnot up on all the statistics.
How does the State of M chigan conpare with the United
States as a whole? That's an unfair question, | know.
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DR. SCHEINER | will send that to you. | apol ogize.
| did have it, but 1've forgotten it.

MR. HILL: Because it would be interesting. If you
have it by region as well, that would be interesting to
have.

DR. SCHEINER W will be glad to provide it to you.

MR. HILL: That was very informative. Any questions?

MR. WOODS: Not so nuch a question as nmaybe just to
explore, if we could follow up with you. Do you have
any -- or has the University done any published studies --
and these data are very helpful. But have you done any
publ i shed or do you have unpublished studies that have been
done that we might use as input either on the mning
i ndustry or overall on the econony of the Peninsul a?

DR SCHEI NER: W have done sonme other work on the
economny of the Peninsula, and we'll be glad to provide that
to you.

MR. WOODS: kay. Thank you

MR HILL: GCkay. Well, thank you very nuch.

DR. SCHEINER. Chairman Hill, thank you on behal f of
everybody who has spoken today. W really do appreciate
your coming here and listening to us. Thank you.

MR. HI LL: Thank you. Just a few final notes: The
record for this hearing will stay open until August 17th.
Pl ease submit any followup Qs and A's or answers to
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guestions we had or any other information you'd like to
submit to us for our consideration by August 17th.

Again, 1'd like to thank Dr. Judith Bailey and
Dr. Scheiner fromthe Northern M chigan University for your
gracious hospitality. | want a special thank you to
Congressman Stupak's staff. Matt Johnson and his people
are here. Matt, why don't you stand up over here? Let's
give Matt a round -- and Senator Levin and Senat or
Stabenow s office. And I'd Iike to thank Bob Nichol of ny
staff, who has worked nmany, nany |ong hours. And as you
see, everything ran snoothly today. |It's because of one
person, and that was Bob. So he made this happen

So on behal f of the Departnent of Conmerce, Secretary
Evans, |'d like to thank all of the witnesses. This was an
excel l ent hearing. Several people cane up to ne during the
breaks and said, "You rmust get tired hearing the sane
t hi ngs over and over again." W were not. In fact, we
heard a | ot of new stuff today. This was very informative.
It's going to be very, very hel pful as we prepare our
report to the Secretary. So I'd like to thank all the
wi t nesses and all the support people who made this happen
And this hearing is now adj our ned.

(Hearing concluded at approximately 5:10 p.m)
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