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{BOn} OPENI NG REMARKS{ B f }

CHAI RVAN HI LL: Good afternoon. On behalf of the Departnent of Commerce,
I would like to wel cone everyone to today's hearing regarding the inmpact on our
nati onal security of the inports of iron ore and sem -finished steel. Qur
objective today is to gather infornmation as we create an official record to
support our investigation

My nane is Daniel Hll. I'mwth the Departnment of Commerce's Seni or
Executive Service, and |'mthe hearing official for today's hearing.
Before we begin with the testinmonies, | would like to thank the foll ow ng

people for their efforts that they have nmade not only just in regards to this
hearing today, but as well for our national security investigation as a whole.

I would Iike to first thank our Congressional del egation, Senator Pau
Vel | stone, Senator Mark Dayton, and Congressman Janes (berstar and their staffs
for their fine support to make this event happen today. Qite frankly, w thout
their help, it would not have happened.

In particular, | would like to cite Congressional staffer Lisa Pattni and
Congressional staffer Jackie Morris, and | would also |ike to give a speci al
t hank you to the high school superintendent, Wally Schwab, for allowing us to
have a hearing in such an elegant location. W really appreciate it, and thank
you, Superintendent.

| also at this tinme want to thank Heidi Frazier and Janes Ranponi. Janes
is the president of the local 4-H club, and Heidi is the vice president. Heidi
was at the podi um



Today has started on a high note, a very successful note. They' ve nmade ne
an honorary 4-H nmenber, so |'ve acconplished nost of what | wanted to acconplish
today; but |I want to thank themfor the Presentation of the Colors and the
Pl edge of Allegiance. And how about Ashley Airis? How about another round of
appl ause?

(Appl ause.)

CHAI RMAN HI LL: I n Washington, we hear and we have the Presentation of
Col ors on many, many occasions, but | think the one | heard today, the Star
Spangl ed Banner, Ashley, was anong the finest. Thank you very, very nuch.

As many of you know, the Bureau of Export Admi nistration in the Department
of Conmerce initiated this 232 investigation on February 1 of this year in
accordance with Section 232 of the Trade Expansion Act of 1962, as anended.

We are conducting this investigation at the request of Representatives
Janmes Oberstar of M nnesota and Bart Stupak of M chigan

Section 231(d) of the Act directs us to evaluate the donestic production
needed for projected defense, national defense requirenents; the capacity of
donmestic industries to neet such requirenents; the requirements of growth of
such industries, including the investnent and devel opnent necessary to assure
such growth; the inportation of goods in terns of their quantities,
availabilities, character, and use; and the inpact of foreign conpetition on the
econom ¢ wel fare of the individual domestic industries. These are anong the
many factors that we will consider in our investigation

As part of the investigation, we have assenbl ed an inter-agency team of
experts in Washi ngton, sone of whomare here today. Qur Washington inter-agency
team consi sts of representatives fromthe many bureaus within the Departnent of
Conmrer ce, the Departnents of Defense, Labor, State, and Transportation, the
Ofice of the United States Trade Representative, the United States
I nternational Trade Comm ssion, the Departnent of Interior's United States
CGeol ogi cal Survey, and Council of Economi c Advisors, also fromthe Wite House.

One of the initial steps of our investigation involved a public coment
period that closed on May 2, 2001. During this period, we received over 3,000
subm ssions. |'msure that many of you here today submitted your coments, too.

W are now in the process anal yzing those comments, and they are part of
the official record, and | thank you for submitting those comments to us. They
are available for your reading, and if you would Iike to see what other coments
are on the Internet, they're at our Wb site at ww. bxa. doc. gov, g-o-v. You
click on that site and then click on the FOA F-OI-A Reading Room and you
can see the conments.

In addition to the witten conments of the public hearings we are
conducting in Mnnesota and M chigan, we have devel oped surveys which are now
being finalized and will be in the field within the next two weeks which will go
to the iron ore and seni-finished steel producers and end-users, and we will ask
themto account for their respective views.

A public hearing was announced for California, but it has since been
cancel ed.

Qur inter-agency teamw |l consider all of this input fromour witten
comments, our public hearings, our surveys, and independent research in
devel opi ng our report. W also rely on an assessnent fromthe Departnent of
Def ense of their national security needs for steel, and the Departnent of Labor
will give us an inpact on the |abor narket.

The Secretary of Conmerce, Secretary Donald Evans, will report his
findings to the President no later than Cctober 29, 2001.

W have received approxi mately 900 requests to speak at today's hearing,
quite a volune. Unfortunately, we can only acconmpdate 34 speakers; however, |
will leave the record open until August 17, 2001, and all conments, al
comments, received in ny office before August 17, 2001, will be accepted and
will be considered a part of the official record. So if there are those of you



in the audi ence today who asked to speak and were not allowed because there
wasn't roomon the schedule, please feel free to send your comments to us. W

will include themin the official record.
Simlar to the witten public coments, all requests to speak and ot her
conments are available on our Wb site as well. 1In addition, as you can see, we

have a court reporter, and a transcript of this hearing will al so appear on our
Wb site.

Now let's begin with the inportant work as we listen to the testinonies of
the wi tnesses.

Each speaker has been allotted 10 m nutes, which includes a question-and-
answer tine. | ask that speakers keep their comments to five ninutes, thereby
allowing for five mnutes of questioning by our panel

On our panel today we have with us, fromthe Departnent of Labor, Jim
Wbods; we have, fromthe Departnent of Defense, Ji m Thonpson; we have ny
counsel , Dave Recker; ny industry analyst, Mke Vaccaro; his boss, Brad Botw n;
and on the far left, we have Bill Kirk fromthe U S. GCeol ogical Survey.

On that note, | would like to invite Senator Wellstone to approach the
wi tness table and get us started.

Senat or Wl | st one.

* * %
{BOn} TESTI MONY BY SENATOR PAUL WELLSTONE{ BOf f}
SENATOR WELLSTONE: Well, first of all, Director Hill, 1'"'mgoing to stay

within the 10 minutes. But thank you. You ended up thanking the 4-H and Hei di
and | agree with you about Ashley's beautiful voice, and thank you. And | think
t he menbers of our comunity, which is not only the Range, but the M nnesota
community, thank all of you for being out here.

I want to quickly thank Lisa Pattni also for all of her work -- she works
with ne right here in the Virginia office -- and Josh Syrjamaki, who is fromthe
Range, born in Aurora, and al so Marge Baker, who has cone out here from

Washi ngton. And since ny good friend Tom Rukavina will be testifying, | also
want to nention that we've got Representative Sertich and Senator Tonassoni, and
| don't know whet her Senator Johnson probably will be here as well.

Ti m Mahoney cane down here from St. Paul, another representative fromthe
| egi slature, which | think just shows his strong support, and Joe Begich is
al ways here; right, everybody? He's always here. He's always here. And of
course ny col |l eagues Congressman Cberstar -- no one is nore know edgeabl e, no
one is nore know edgeable -- and Senator Dayton. It's a |abor of love to be able
to work with Senator Dayton.

It's alittle after 12, so | can say good afternoon, and | appreciate the
opportunity to appear here today. This investigation is inmportant not just to
the workers, not just to the famlies, not just to our businesses and
conmmunities of the Iron Range, but to our nation as a whole.

I"mproud to share with the panel, with you, the enornpus contributions
t he Range has nade and continues to nake to the econonic and national security
of the United States. It is precisely these contributions that are in danger of
being irretrievably lost, and it is why these hearings today and this
i nvestigation is so very inportant.

As others will no doubt tell you, panelists, the tradition of iron mning
on the Range goes back over 100 years. This is a proud tradition. Fathers have
passed on their skills and their traditions of hard work and conm tnent and
perseverance to their sons and daughters. These are proud workers committed to

their famlies, their jobs, their comunities, and nost inmportant of all, our
country.

Over the last century, the mnes of the Range together with their sister
m nes in M chigan have produced and shipped 4 billion tons of iron ore and

taconite, and perhaps nost inportantly of the issues before you today, the iron
ore produced fromthese mines, two taconite nmnes in Mchigan and six renaining



mnes in Mnnesota, represents the only remaining purely donestic input into the
st eel - producti on process.

Wthout the taconite fromthese nmines, other than steel produced from
scrap in the mini-mlls, this country would be conpletely dependent on foreign
countries for the inputs necessary to nake finished steel products.

Thi nk about that. A country as powerful as ours, with commtnents al
over the world to protecting denocratic traditions, with a nassive
i nfrastructure of hi ghways, energy systens, buildings, railroads, airplanes, a
country with all of that would be entirely dependent on other countries for al
the raw materials that went into produci ng steel

No natter what the emergency, no matter what the circunstances, w thout
the iron produced on the Range and the two nines in Mchigan, we would be
virtual ly incapabl e of making steel fromour own domestically produced
resources. This is why we say that the nation's econom ¢ and national security
is at risk if we let these mines go under, and that is precisely the predi canment
we face.

| mport surges over the past several years are devastating this industry.
W are | osing basic steel -making capacities through bankruptcies and shut downs.
LTV' s recent shutdown, laying off 1,400 workers on the Range, is but one
exanpl e.

M nes are being closed, blast furnaces are being idled, integrated steel-
makers are turning to the inmport of sem -finished slab, and our basic capacity
to produce domestic steel is slipping through our hands.

The record is there. Qur donestic iron ore industry is being buffeted by
this unprecedented surge of inports, and it is not clear how nuch nore it can
wi t hst and.

And with the demi se of this industry cones the vulnerability to foreign
suppliers that sinply cannot be in our national econonmic or security interest,
nor is this donestic capacity sonething that can be resurrected very easily.

As | noted before, there is a long and rich tradition of taconite m ning
on the Range, skills and conpetenci es handed down from generation to generation
These are highly-trained workers with a commitnment to these mnes and an
under st andi ng of m ning techni ques and technol ogies. Wrkers like that are
i npossible to replace, and that is what we'd have to do if today's workers were
forced to leave the mnes to find other work to support thenselves and their
fam lies.

And of course there are the mines thenselves. Estimates are that it would
take billions of dollars and up to five years to replace our current mning
facilities, so the decisions we're naking today cannot easily be turned around.
We cannot throw a switch and all of a sudden re-create this industry.

If sonetinme in the future we wanted to resurrect our current capacity,
either newly awakened to our vulnerability or, what's worse, finding ourselves
unabl e to obtain supplies fromforeign sources on which we had previously
relied, it would take billions of dollars and years of work to resurrect this
industry. Can we really afford that kind of vulnerability?

Today we inport huge anounts of sem -finished slab steel fromBrazil,

Mexi co, Russia, and Ukraine. Are we confortable with this dependence?

| am Panelist Director Hill, so very proud of the people on the Range.
These are good, strong, conpassionate, and resourceful people. These people
know adversity and they know hardship. They will not be defeated by the current
situation. All of us, nmy colleagues in the House and Senate, all of the |oca
el ected | eadership, the mayors who are here today, community | eaders, business
| eaders, we will find ways to support these workers and their famlies, those
fromthe nines and those from busi nesses that are deeply intertwined. W fee
deeply about their plight, but we are al so concerned about our nation's well-
bei ng.



What we're asking for, what these good people deserve, is a chance to do
the work that we all believe is in this country's national and econom c security
interests. Iron ore mning is an essential donestic industry. These workers
should be able to do the work they are trained for, producing the product that
their country, our country, needs.

| thank each and every one of you for being here today, and | urge you, as
the United States senator from M nnesota, to recomrend a renedy that will

provi de much-needed relief to this bel eaguered industry, to people I |love and
bel i eve in.
For the sake of the Iron Range and M nnesota and our nation, | thank you

CHAI RVAN HI LL: Thank you, Senator Well stone.
Senat or Dayt on.

* * %

{BOn} TESTI MONY BY SENATOR MARK DAYTON{ BOF f }

SENATOR DAYTON: Good afternoon. My name is Mark Dayton. [I'mthe United
States senator from M nnesota. | have subnmitted witten testinony which | would

like to have inserted into the record, if | could, please, M. Chairman.
CHAI RMAN HI LL: It will be.

SENATOR DAYTON: I'Il sumarize nmy comments here this afternoon
I want to thank each and every one of you for traveling to Mnnesota to
take part in this inportant hearing. It's ny understanding that you're spending

the next two days as well here on the Range and in Duluth, and I thank you, and
I commend you for devoting this amount your time to really understand the
situation that we face here in M nnesota.

It's an often-stated truismthat they who fail to learn the | essons of
history are dooned to repeat its mstakes. The |lessons of world history and of
American history are very clear: Geat nations which lose their internal
economic vitality do not remain great nations. Nations which |ose the capacity
to produce or nanufacture their essential needs donestically do not remain great
nati ons. Nations which [ose the industrial strength to protect thensel ves during
world wars do not remain great nations. And nations whose policies take jobs
away fromtheir best nmen and wonen, fromtheir hardest working and nobst
productive citizens, whose policies destroy lives, destroy famlies, and destroy
conmunities, do not renain great nations.

This investigation, its findings, and the actions resulting fromit are
critical to the people here in northeastern M nnesota and thus to our entire
state, yet your determ nations will have an even greater effect. They wll
det ermi ne whether a donestic steel-manufacturing industry will continue to exi st
in the United States of America

It's hard to imagi ne the United States having genui ne national security
wi t hout a donestic steel industry. |It's hard to inagine our country recovering
froma dastardly sneak attack |ike Pearl Harbor, rebuilding our Navy, and
winning a world war without a donestic steel industry.

It's hard to imagi ne fighting theater wars against client states of other
power ful nations, as occurred in the Korean and Vietnam Wars, wi thout a donestic
steel industry.

Qur enenies would need only to disrupt or sever our supply lines
politically, militarily, or economically to destroy our military strength and
our social vitality.

The aircraft carrier the USS Ronal d Reagan, for exanple, recently
dedi cated on March 4 of this year, was built with 47,000 tons of steel. Al nost
70 tons of steel are used in each MLA2 Abrans nain battle tank. Mich of this
steel has been made in the blast furnaces of this country that use M nnesota
taconite

But national security goes even beyond our weapons systens. According to
a Presidential directive issued in February of this year, quote, "Nationa
security al so depends on Anmerica's opportunity to prosper in the world econony,"



cl ose quote; so we nust | ook even past the traditional defense establishnent to
determine the full inpact on national security of a vital domestic stee
i ndustry versus declining production

The fornmer Soviet Union had tens of thousands of weapons systens, yet its
econom ¢ security coll apsed because it could not support its donestic
nonm litary infrastructures. Qur country nmust not make that sanme mi stake.

For exanple, steel supports one of this country's npst inmportant sectors,

the transportation industry. Iron ore nmakes the steel that noves our
agricultural commodities, transports our |unber, and eases travel for our
famlies. It is essential that we have adequate donestic resources in the

United States available to supply our infrastructure demands and to build our
cars, ships, and trucks now and into the future.

So the real connection between our national and our economi c security is
the Iink between the USS Ronal d Reagan and Virginia, Mnnesota. It is the
connection between tens of thousands of mles of steel pipelines noving energy
fromplaces |ike Prudhoe Bay, Al aska, and the conmunity of Hoyt Lakes,

M nnesota. It is the union between our nen and wonen in the Arned Forces and
generations of Mnnesota Iron Rangers. It is the bond between the hardworKking
peopl e of northeastern M nnesota and a basic Anerican industry that is essential
to our country.

In closing, let ne say again that this investigation and the actions
resulting fromit are critical to the future of northeastern M nnesota, our
entire state, and our country. The survival of our donestic iron ore mning,
taconite production, and steel -manufacturing industries are at stake; many
t housands of jobs of hardworking Americans are at stake; the security of their
famlies is at stake; the security of their communities is at stake; and the
security of our great nation is at stake.

| ask, | inplore you, to docunent and determine this grave and i medi ate
threat to our national security fromforeign inports of steel, sem-finished
steel, iron ore, and their related products. Then we nust take the necessary

nmeasures qui ckly and decisively to reduce these foreign inports and to
revitalize this essential American industry.

Thank you.

CHAI RVMAN HI LL: Thank you, Senator Dayton

Congressman Qoer st ar.

* * %
{BOn} TESTI MONY BY CONGRESSVAN JAMES OBERSTAR{ B f}
CONGRESSMAN OBERSTAR:  Thank you very, very much. | greatly appreciate

Senator Wellstone's as al ways i npassi oned and powerful presentation; Mrk
Dayton's cerebral, thoughtful, and heartfelt presentation; but | want to thank
Secretary of Commerce Evans, the first Secretary of Conmerce to have worked at a
steel mll, who net with our steel caucus and with the M nnesota and M chi gan
del egations in Congress just a few weeks ago and pl edged his commitnent to help
us address the issue of unfairly traded steel in the U S. nmarketplace.

| want to thank Dan Hill, chairman of this conference, Brad Botwin from
the Bureau of Export Administration, for your support, for your help, in guiding
me through the early stages of filing the petition. Your support and your
gui dance were invaluable in witing the petition in the proper way.

But | especially want to join nmy Senate coll eagues in thanking you for
comng to the Mesabi Range. So often decisions that affect our livelihoods are
made in places far away fromhere. It's refreshing to have people cone here to
hear the voices of concern about their Iivelihoods and about their futures.

| also want to thank forner Undersecretary of Conmerce Bob LaRussa for his
work on slab and sem -finished steel, traveling as he did to Russia, Ukraine,
Brazil, Korea, Taiwan, |leading to results today, reductions in exports of
subsi di zed steel fromthose countries.



Thank you for staying with us and our cause, in persuadi ng the new Bush
Adm nistration to allow the investigation to proceed w thout delay. Once it was
filed with the Federal Register, it was inexorably |aunched, but it could very
wel I have been del ayed, and | thank Andrew Card for his understanding of the
i ssue at hand and for the tine that he spent with me discussing the natter and
allowing it to continue.

| thanked the President [ast Monday at the Wiite House with the UVD
worren' s hockey team for allow ng the investigation to proceed and for his
initiative on Section 201

We all have high hopes for this 232 proceedi ng, but no action under the
trade laws is as effective as the |language that | included in the 1982 Federa
Aid H ghway Act by America provision and in '87 and '91 and again in '98 that
requires all steel that goes into our Federal Aid H ghway Programto be American
steel, or 60 mllion tons of Anerican steel in these 20 years has gone into our
Federal Aid H ghway Program every rebar, every |-beam every fencepost, every
bit of fencing, every guardrail on the Federal Aid H ghway Programis American
steel. | hope we can do sonething like that with the 232 proceedi ng.

Shortly after the end of World War |1, historian and journalist John
Gunther wote: "Wat nakes Anerica a great nation is the fact that it can rol
over 90 mllion tons of steel ingots a year, nmore than Great Britain, pre-war
Ger many, Japan, France, and the Soviet Union conbined . . . This is the Stee
Age," he wote.

Indeed, it was the age of steel in 1947, but Gunther would be surprised at
what he woul d see today.

Steel is still the nost versatile building block of an industrial society,
but the donestic steel industry has been in a condition of steady decline for 20
years. Donestic steel-making capacity peaked in 1977 at 160 million tons;

today, the industry is rated at a little over half that figure.

Fromthe end of the Great Depression to 1981, the donestic steel industry
operated at a profit. Since then, the industry has continuously | ost noney.
Over half its equity was wi ped out in the 1980s, victimof a doubl e-whamy.

First, a two-decade-long rising tide of steel inports dunped in the U S
mar ket at | ess than the cost of production in the country of origin, causing
donmestic steel-makers | oss of nmarket share and price depression, |oss of over
280, 000 steel mlIl jobs, and the loss of 10,000 M nnesota mning jobs, 60
percent of the Mesabi Range taconite workforce.

Second, executive branch default on inports. Both Denocratic and
Republ i can adm nistrations failed to nount tinely, effective, conprehensive
policies to counter unfairly traded inports of hot- and cold-rolled steel, sem -
finished steel, and finished goods in which steel is a nmajor conponent. Free
trade advocates in successive adm nistrations underestimated the early warning
signals of an inpending disaster in world trade or disnissed those signals
al t oget her.

The Congress did respond, however, with the Steel Inport Stabilization Act
of 1984, which | initiated and cosponsored, giving the President authority to
negotiate voluntary restraint agreements with our foreign trading conpetitors in
exchange for a requirenent on U S. steel-nmakers to comit, quote, in words of
the Act, substantially all of their net cash flow to rei nvestnent,
noder ni zati on, and worker retraining prograns.

In response, domestic steel-makers cut 23 nillion tons of donestic
capacity, they invested over $60 billion in new plant and equi pnent, they cut
the cost of production over $50 a ton, achieved vast inprovenent in quality
control, and at 3.6 nman-hours per ton of steel, our workers becane the world
| eaders in productivity.

Meanwhi | e, foreign conpetition not only failed to cl ose unecononic
facilities, they, in many cases, added capacity, cut prices while their



governments subsidi zed the continued operation of obsolete plants, and exported
their econom c distress to the United States.

The reckl ess free trade blinders on our international trade policy makers
caused themto aggravate our economic distress in steel, failing to respond to
dramatical ly changed international market conditions, and this is what resulted.

"One afternoon in the |late sumer of 1985, Richard Lynn, a 38-year-old
st eel worker, gathered his eight-year-old twin sons around himon the porch of
t hei r Bet hl ehem Pennsyl vania, hone.

"'Boys, the famly luck has run out,' he told them 'You better get an
education, because there isn't going to be a job Iike I had or your grandfather
had. We're not even sure there is going to be a Bethl ehem Steel Conpany.'

"For a man whose famly had a proud record of five generations with
Bet hl ehem Steel, it was a bitter legacy for Richard Lynn to pass on. But the
decline in the American steel industry is changing famly patterns far beyond
Bet hl ehem  The problens are changing the face of industrial America.

"In the space of 40 years, this basic industry has gone froma powerful
monolith, virtually invulnerable to society's ills, to an ailing weakling. The
iquidation of steel manufacturing is uprooting thousands of once-secure
Anerican workers, undermning the fiscal health of their conmmunities. It poses
di fficult governnent policy decisions and threatens national security. It is no
t enporary phenonenon. "

So wote John Strahmeyer in his book {IOn}Crisis {IOf} {IOn}in
Bet hl ehen{ 1 O f}, March 1986, quoted then in the debate on steel on the House

floor, and I recall it again as a chronicle of the decline of Anerica' s second
| ar gest steel maker.

In those glory days of the golden age of steel, "85 percent of al
manuf actured goods in the U S. contained steel . . . 40 percent of all wage
earners in the country owed their livelihood directly or indirectly to steel. A
job in steel was the achi evenent of the Anerican dream™

That gol den age included World War |, World War 11, the Korean Conflict,
and Vietnam Anerica's mlls poured 90 mllion tons of steel a year during Wrld
War Il to produce the tanks, guns, bonbs, naval warships, nerchant vessels, and

ot her gear needed to win the war, and they built the nuclear mssile silos after
the war, during the Cold War.

The three M nnesota Iron Ranges shipped 400 nmillion tons of steel, nearly
hal f our total reserves of iron ore, to supply lower |akes steel nills during
Wrld War |l and Korea, virtually exhausting our direct shipping supply of iron
ore.

The national defense was totally dependent on M nnesota and M chi gan ore
during those years, because in early 1942, Nazi subnarines sank shipnents of
Canadi an ore on the high seas, ore that was destined for U S. steel mlls. The
nation's policy makers quickly realized we have to be self-sufficient in iron
ore, built an ice breaker, the Macki naw, to open the lanes on the Geat Lakes
and keep the shipping of iron ore steady and dependable for the nation's stee
i ndustry.

In peacetine, sinews of steel built bridges fromthe Verazzano Narrows in
New York to the Golden Gate Bridge in California, built the | ocks and danms of
our inland waterway navigation system the St. Lawence Seaway, the interstate
hi ghway system and the col ossal skyscrapers of our urban | andscape.

Wt hout steel, we cannot sustain either a peacetinme or a wartime econony;
and wi t hout donestic steel, we cannot be self-sufficient in the nation's nost
versatile building bl ock.

As evidence of market distortions created by foreign governments, | subnit
for this panel the finding of the U S. Departnent of Comerce investigation of
the Anerican steel crisis, entitled "dobal Steel Market Distortions Abroad,"
and this abstract is for your record. | won't go into it at this point.



John Strahneyer, author of the book on Bethlehemthat | referenced,
concluded his analysis with this comentary:

"This nation needs a viable steel industry. | believe the public falsely
assunes that we will always have one. Wile great debates have raged over the
cost of the defense budget, aid to the Contras, and other national security
i ssues, we have all but ignored the past two decades of steady decline in our
i ndustrial base, which adversely affects the defense capability of our nation
Once the steel plants go down, no anount of shouting through bull horns or
demands for |egislation against steel closings will revive it. The public

shoul d be aware of this," he wote. "The tinme to use bullhorns is now"
It is no exaggeration to say that the nenbers of this panel hold in their
hands the fate of the taconite industry, its workers, and their comunities. |If

this investigation concludes what | posited in ny January filing which I also
submitted for the record, the letter that | wote to initiate this proceedi ng,
that the taconite and steel industries are essential to our national security
and defense, then the Bureau of Export Administration and the Departnent of
Conmer ce can set in notion the forces necessary to correct the trade inbal ance
and restore the vitality of these vital industries, taconite and steel, and put
us back on the road to recovery.

| urge this panel to listen to the testinony that will follow Listen
with your hearts as well as your minds to the M nnesotans today and the
M chi ganders on July 15, and then nake that favorable finding, lest a future
historian of the steel and iron ore industries repeat the dire judgnent of John
Strahnmeyer in {IOn}Crisis in Bethlehem{1Of}.

That crisis is now. You can heal it.

Thank you.

CHAI RMAN HI LL: Congressman Oberstar, one question. Sir, thank you for
your testinony and all of the requests for inclusion in this record. So
accepted, and we will include all those documents.

| have one quick question for you; that it's clear, your expertise on iron
ore and sem -finished steel

If the taconite nines do fail, is it your view that they cannot be
reconstituted in a reasonable period of tinme in the case of national energency?

CONGRESSMAN OBERSTAR: It is my judgnment, based on living this entire era
fromseeing the taconite plants built in -- the first one in 1953, to the
current operations, that the hundreds of mllions of dollars required to bring -
- to build the plant and bring it online in production would be prohibitive in
the market pl ace after so -- after any period of decline. The problemw Il be
that we will not be able to turn over a steel -- | nmean an iron ore processing
facility to serve the steel industry in the time required by a nationa
emer gency.

CHAI RMAN HI LL: Thank you very much, Congressman Ober st ar

At this tinme, we would like to call the Honorable Tom Rukavina fromthe
M nnesot a House of Representatives.

* * *

{BOn} TESTI MONY BY REPRESENTATI VE TOM RUKAVI NA{ BOf f }

REPRESENTATI VE RUKAVI NA:  Thank you very much, Menbers. | would like to
wel cone you to nmy hometown, to ny home | egislative district, and to ny hone high
school here. Many tines during these types of events | was reprinmanded ri ght
over there, so .

My nane is Tom Rukavi na, Menbers, and |'ve represented the eastern end of
the Iron Range for 15 years in the M nnesota House of Representatives. |'ve
lived here all ny life, as ny parents have. M/ father's parents cane to the
Range from Croatia, and ny nother's parents cane fromltaly, and both of ny
grandfathers worked in the mnes, as did ny father, nmy uncles, and nyself.

In fact, many of today's miners out here are fourth- and fifth-generation
I ron Range steelworkers; and since 1884, when the Soudan M ne shipped its first



| oad of ore off the Vernmilion Iron Range, we have fed the steel mlls out East
wi th our raw resource.

Qur mnes were established and running full throttle when World War |
broke out and our allies in Europe needed our resources to fight the war. And
again in Wrld War |1, when the world's worst dictator was conquering Europe,
our mnes supplied the ore that built the nmachines necessary to defend freedom
around t he whol e gl obe.

And when our Iron Range nen went off to fight in Wrld War Il -- ny dad
his two brothers, ny father-in-law -- the wonen of the Iron Range stepped up to
the plate, and they kept our mnes running so we could feed our steel industry.
| don't think a ot of our children know that.

In fact, John D. Rockefeller 11l credited the Mesabi Range of M nnesota
for winning two world wars, and | would like to give you just a couple
statistics to prove ny point.

The peak year of steel production in Wrld War | was 1916, when 66 mllion
tons of ore was shipped fromthe G eat Lakes Region fromall the mines in

M chi gan, Wsconsin, and M nnesota. Forty-two million tons of that 66 mllion
canme fromthe Mesabi Range of M nnesota. And again in Wrld War 11, the peak
year of steel production in the U S there in Wrld War Il, 93 million tons cane

out of the Great Lakes region, and 70 nillion tons came from M nnesota's Mesab
Range.

God only knows what the outconme would have been and what the world woul d
|l ook Iike today if the mines on Mnnesota's Iron Ranges weren't up and runni ng
and able to supply the raw resources to the Geat Lakes steel nmlls

In our mnds, they renained conpetitive through the Korean War, the
Vi et nam War, keeping the U S. supplied with the steel products necessary to
def end oursel ves.

| said |'ve been in office since 1986, nenbers of the panel, and |'ve
lived through the hardshi ps of when we | ost our red ore mnes and ny father
tenporarily lost his job; then | lived through the '80s, when | saw -- when we
had 15,000 miners, and 10,000 of themwere just gone in a matter of a year. |
saw my whol e generation, my friends, |eave the Range. People noved and t ook
their famlies with them and this school and all the schools on the Range
suf f er ed.

When | graduated fromthis school in 1968, Virginia had a popul ation of
14,000 people. Today it's 9,000. W' ve kept our chins up, we've worked hard,
and after that crisis in the '80s we got our production back up to where it was,
nearly where it was, back in the late '70s.

But today we've got a very different situation. W've lost the nine at
LTV completely and the 8 million tons of production that it created a year, and
| don't think that our mines -- in fact, | know our nmines and the m nes of
M chi gan cannot nake up that production

W have to have a source of our own domestic ore to remamin strong. W
can't call up the Chinese, we can't call the Ukranians, Brazilians in tines of
energency and ask themfor their raw resource or their finished steel product.
W can't let this country get to that point.

W have over 200 years of taconite left here in the Mesabi Range. It gets
harder to nmine, granted, as -- the deeper you go, but our technol ogy has sol ved
that in the past and it will solve that in the future. But what we need is for
the United States governnent to realize and understand that you can't just start

these mines up overnight. Once they're shut down, M. Hll, it would take years
to get themoperating properly. W can't afford to be in that situation. It
woul dn't have worked in World War |, World War 11, and it certainly woul dn't

work in the future, heaven forbid, if any other major wars break out.

So | think all of us are just here today to beg you to take our nessage to
Washi ngton, D.C. You have to inpress upon President Bush and his
admi ni stration, and our Congressional delegation in Mnnesota has to convince



their colleagues that we can't abandon our donestic iron ore nmnes. They're
absol utely necessary to ensure that our steel industry remains strong, viable,
and able to handl e the denmands that occur when wars break out and steel is
needed to defend our country.

So we're asking you not to abandon us. Help us to keep our nines open and,
shoul d the need ever arise in the future, our resources are available to keep
this country free.

Members, |'mputting in ny witten testinony, but let nme say one nore
thing fromthe heart. Before | got this job, | actually worked for a living.

In one of those jobs | was a steel worker, but | also drove a milk truck up in
Tower Soudan, M nnesota, and drove a garbage truck over in Buhl when the tines
were getting tough, and | remenber a couple old-tiners up in Tower telling ne,
and ki nd of being very forlorn about it, that they never got to go and fight in
World War |1 because they had to stay here and work because they were told their
j obs were necessary for the national defense.

And so | ask you to consider how inportant this area is. W're
har dwor ki ng peopl e; we're proud people. | think we've got the best work ethic
inthe United States. And when | drove that milk truck and garbage truck, a |ot
of my friends were losing their jobs for the first time, and sone of them have
lost their jobs up at the Babbitt mne up there, at the Reserve Mne, lost their
jobs again at LTV. W don't want to see that.

W' ve worked hard. W deserve to be taken care of and make sure that we
can keep working here for all of us.

The steel that builds your bridges and keeps our country running strong
has to be -- have a donmestic ore resource, and we're the ones that have been
doing it for five generations. W want to keep doing it |onger

Thank you very much for coming to our area to hear this.

"Il stand for any testinony.

CHAI RVAN HI LL: Thank you, Representative Rukavi na.

| have one just very quick question. |In your district or in your
know edge on the Iron Range here in M nnesota, how many jobs are directly or
indirectly dependent on the iron ore mnes?

REPRESENTATI VE RUKAVINA: M. Hill, | would say there used to be 15, 000
steel workers here, and there is supposedly about 2 1/2 times those jobs that go
along with it. | can only tell you this: Forner Representative Begich is in
the audi ence. |In 1992, when we redistricted and had our new districts, | lost -
- | was the biggest loser in the state of Mnnesota in population. 8,700 people
left ny district, and at the tine we represented a little under 30,000. It was
29, 000-sonething, and | |lost 8,700 people. Representative Begich's district,
which was right next to ne here in the comunity, four mles away and went to
the east and south a little bit, he lost -- he was second in the state, 7,800
people. And third was Representative Sertich's district over in Chisholmand
H bbi ng, and | think his was about 6,800 people.

So we lost a whole legislative district right in what | call the core
Range, from Hi bbing to Tower/Ely area, or not even that far. So, | nean, there
is alot of jobs that were dependent in this area.

Today there is 5,000 or so, alittle nore before Erie shut down; and how
many other jobs go with that, | would venture to say probably 10, 000.

M. HIl, it is the driving force of this econony, and it's what makes us
tick. Sone people say we tick a little funny, but we think we're great, so

CHAI RVAN HI LL:  Thank you.

Do any ot her panelists have any questions at this tine?

Thank you, sir.

REPRESENTATI VE RUKAVI NA:  Thank you very much, nenbers.

CHAI RVAN HILL: | ask M. John Swift to approach the witness table.

* k* *



{BOn} TESTI MONY BY COWM SSI ONER JOHN SW FT{BOf f }

COW SSI ONER SW FT:  Thank you, Director Hill, for coming to northeastern
M nnesota and giving us this opportunity to visit with you. | am happy to see
you wearing your 4-H button.

CHAI RVAN HI LL: Absol utely.

COW SSI ONER SWFT:  Yours is honorary; mne nmeans that | spent 12 years
in that organization, so it played a mgjor part in ny life.

' m John Swift, conmm ssioner of the Iron Range Resources & Rehabilitation
Agency. That is a state agency. W are prinmarily charged with econonic
devel opnent in northeastern M nnesota. Mre specifically, we focus on trying to
create quality jobs, jobs that are a diversification fromwhat is now a very
heavi | y dependent area on ni ning.

Qur efforts are exclusively funded with a production tax on mning, and
that is quickly dwindling, right at a tine when we perhaps need it the nost and
we have probably the nbst opportunity to bring job diversification

The recent closure of the LTV mine and the announcenment of sone of the
cut backs that are going to be occurring, it really is an inpact. It's an
i medi ate reduction in the revenues available to our agency by about one-third
of what it used to be.

A year or so ago, | read Tom Brokaw s book {IOn}The G eatest
Generation{I O f}, where he paid tribute and gave credit to the people who now
are octogenarians in our society. He gave themcredit for having saved this
country during our world war years and for delivering the foundation for the
econony that we certainly enjoy today.

| really enjoyed the book, but | also felt that M. Brokaw nissed a great
opportunity to also give credit to the citizens of northeastern M nnesota. As
has been stated earlier, they did a trenmendous job in supporting those efforts,
and of course I"'mreferring to the fact that the iron ore that fed the stee
mlls, that built the warships and the artillery and the tanks, al nost
exclusively cane fromthe blood and the sweat and the tears of the niners in
northeastern M nnesota. A very high percentage of the virgin iron ore units
that fed that effort came froman area of about a 50-nile radius of where you
are today.

You know, we have a taconite industry today. It's still there producing
virgin iron ore units. And your previous question, it enployed about 5,700
people directly; that is, until this |Iast announcenent of the LTV closure. That
was the second | argest producer on the Iron Range, and that reduced our people
reliant upon nmining by a full 25 percent.

Specifically, | would like to talk a little bit about that financial
i npact that the LTV mine had on this area. |It's calculated that it was $247
mllion a year. That broke down in the area of wages and benefits of about $87
mllion a year. They purchased goods at the rate of about $131 million a year
That produced royalties to the state as well as individuals of about $9 mllion
a year, and that al so produced about $20 mllion worth of taxes.

Those tax revenues that our agency will no |onger enjoy has an i npact on
our agency to the tune of something close to $30 million over the next three
years. So | think you can inmagine if you take $30 million out of an economc
devel opnent area for an area about the size of West Virginia, you can understand
what an inpact that's going to have.

You know, with the circunstances of steel prices today and thinking about
that idle, that shuttered LTV plant, we fear that the highest and best use of
that plant today just may be salvage, it may be scrap. And the question really
is: WII we ever find anyone who has the courage and the backing to raise the
kind of capital that woul d be necessary, sonething close to a billion dollars,
to resurrect mining in that area, an area where there is several decades of work
that could continue to be done?



Wth the LTV closure, Mnnesota's taconite production has fallen by a ful
20 percent. Now, the remai ning producers, in ny opinion, stand on a rather
shaky ground. Wo knows what might tip that in the wong direction? |If it does
happen and the rest of this industry falters nore, what we will see is that we
Will turn to rust, and then we will turn to salvage, and there really will be no
hope for bringing back this infrastructure that is so inportant.

About 30 years ago today, | went out on the road as a sales rep for the
very first time, and at that time | paid 23 cents a gallon for fuel. Not too
| ong ago, just a few weeks ago, | filled ny autonobile and paid $1.87, and | say
this to suggest that, |ike petroleum when our country beconmes dependent on the

foreign countries to provide us with our steel industry, first we're going to
become dependent fromthe standpoint of iron ore, and then totally dependent
with regard to steel. That will be the tine when the backbone that has built
this country will begin to fall apart: the bridges, the buildings, the machinery
that has really been the backbone of this country.

The infrastructure for mning in northeastern Mnnesota will be gone, and

I'"msure that the investing public will have no appetite, given the condition of
steel today, to provide the billions that it would take to resurrect that
i ndustry.

You m ght ask what country or countries mght be a form dable future
adversary, and | suppose sone might say it could be China. | want to point out
to you that China already exceeds the United States in steel production at about
130 million tons a year, and they're expanding on a regular basis; and we al

know that there is no threat fromforeign countries to that country as far as
steel production is concerned.
When you | ook at the conbi ned production of Japan and the European Union

the former Soviet Union and that bloc, over 500 nillion tons of production a
year come fromthose areas, nearly -- well, exceeding four tinmes as nuch as our
U. S. production

Brazil is one of the |argest producers of iron ore in the world, and
they're right here at our back door. | amsure that Brazil would have no
conpunctions about -- | don't want to say holding this country hostage, but at
| east exercising a major penalty for purchasing our iron ore fromthat country.

I's our national security threatened? | really think that the answer has

to be an unequivocal yes, and it begins right here in Mnnesota. Al of the
m nes, with the exception of one here, are owned by steel conpanies. Those
conpani es are on the verge of collapse, as you all know, with the nunber of
bankruptci es that have been -- have happened in the last couple of years; and
woul d subnmit to you that when the wolves are at the door, the last place the
steel conpany is going to want to nake a reinvestnment is at the nine site.

So | guess in conclusion, nmy warning to the Washi ngton establishnent, if
you will, is to really keep your eye on mning in Mnnesota, and when you see
nm ne cl osings begi nning to be announced, you will know that it will perhaps be
at a point where it will be too late. That will signal the beginning of this
country's total dependence on foreign countries, and to ny way of thinking, that
will lead to a major breach in our national security.

Thank you.

CHAI RVMAN HI LL:  Thank you, Conmi ssioner Swift.

| do have a nunber of questions, and the other panelists may as well.

We were particularly interested in neeting you today and hearing fromyou
as the person in charge of econom c devel opnent. Could you outline sone of the
actions you' ve undertaken in your office to support econonic devel opment in the
Iron Range territory to support the Iron Range industry in general? And then
specifically if you have any suggestions or ideas -- and you may not have any
today. | may be putting you a little bit on the spot. But we would be
interested in hearing fromyou, before the August 17 deadline, of any federa



i ntervention or help that you think would be appropriate to support your
efforts.

COWM SSI ONER SW FT:  Yes, | appreciate your questions.

Wth regard to the activities of this agency, it has a long history of
being i nvolved in econom ¢ devel opnent, and with varyi ng degrees of success.

W' ve had a nunber of good things happen of late, and yet it's never enough

When you try to replace an industry where people's average sal aries may be
in excess of $50,000 a year -- and | don't begrudge thema dollar of it. If
you' ve ever been in a nine and worked there, you know that they earn every penny
of it; but when you go out into the rest of the world and try to find conpanies
that can pay a salary comensurate with that, it's a bit tough

Nevert hel ess, we have had some real successes. Northwest Airlines came to
this part of the state a few years ago and created several hundred good j obs.

W' ve had sone recent successes where a conpany from Arlington, Virginia, noved
-- didn't nove, but expanded from Arlington to Ely, Mnnesota, creating sone
quality jobs.

We have in our pipeline a good, inpressive list of conpanies interested in
coming this direction. As you know, there is pressures -- even with our
downturn in the econony, there is still pressures on enployers in nmetropolitan
areas to try to find quality workers to try to reduce their turnover rate.

We enjoy up here a work ethic that is second to none. W also suffer a
little bit fromwhat is considered to be underenpl oynent. The people here are
very well educated and are good, hard workers, and we have sonething to offer to
busi nesses that need to expand, and they need to do sonethi ng about turnover

Wth regard to the future, we still rely on our natural resources as being
t he backbone of the econonmy of this area, and so it is vitally inportant that we
give the protections necessary to keep this mning industry alive and well; and
so this action of -- possible 232 is a great step forward. W would al so want
the adnministration to take a | ook at the Section 201 as well.

| just returned a few weeks ago froma world conference, steel conference,
in New York City, where there were representatives from China, Japan, Australi a,
Brazil, all the European countries, all of themvery, very nervous about Section
201. And after about a day of neetings, one speaker stood up and said, you
know, "This is just an investigation. You have nothing to worry about. You
have nothing to worry about, so why be concerned about it?"

It appears as though there certainly are latent actions where steel is
bei ng dunped at prices bel ow what it cost themto produce it.

CHAI RVMAN HI LL: Any other questions?

MR WOODS: Yes.

M. Swift, we've heard fromour earlier presenters that the infrastructure
is so critical beyond the mines thenmselves and the skills and tal ents and
expertise of the enployees in the mines that it would [ose two, two and a half
times the multiplier effect in terms of the nunber of jobs in the community.
Coul d you just give perhaps two or three exanples of sone of the infrastructure
that mght be lost with such plant closures?

COW SSI ONER SWFT: Infrastructure that could easily be going away, |et
me use the LTV site as a possibility. At the LTV plant, obviously there is the
processing plant there, but there is also a powerplant. There is a railroad
that takes the taconite down to the harbor. Wth this particular property, the
railroad ties underneath the rails are | eased. Wen that railroad is taken
apart, we |lose sone of the infrastructure to nove our steel down to the G eat
Lakes.

As this further develops, as far as the threat to nining is concerned, we
have a whol e shipping situation. You're going to hear |later from Davis Hel berg
about Duluth and about the shipping industry. That's another infrastructure
that certainly will go away.



But | think one of the things that's being hurt the nost right nowis our
group of vendors in this area. There is a substantial nunmber of vendors who
rely on their sales to the nmining industry, and when | said there were 5,700
workers prior to LTV closing, that represented another close to 16,000 people in
M nnesot a whose jobs are indirectly dependent upon mining. W know that they
represent about 200 comunities all over Mnnesota, and we don't have 200
conmunities in the northeast, so it's pretty much a statew de issue.

CHAI RVAN HI LL: Thank you.

MR. THOWSON. M. Swift, you said that the iron ore nmines are nostly
owned by steel conpanies. Wuld you say that the challenges of the iron ore
mnes are reflective of the larger steel industry or are those conpanies, the
chal | enges of those | arger conpanies, are inposing shutdowns, et cetera, because
of larger issues, or are they specific to the iron ore mnes?

COW SSIONER SWFT: Well, | think it all plays a part init, but | know
that, you know, when you start |ooking at this whole issue of mining and the
price that -- what it costs, this industry has gone through many, many years of

trimming their costs, trying to inprove their productivity, and | think they' ve
done a wonderful job.

When you heard Representative Rukavi na tal k about how many people used to
be in the mning industry and how nany there are today, that's just indicative
of what they've gone through in the way of trying to becone as productive as
t hey possibly can.

W have, on the other end of it, the situation at the steel plants. One
of the things that we've seen happen is that we used to exclusively be -- or
shouldn't say it that way, but al nbst exclusively be dependent on bl ast
furnaces, and there has been a change in that industry where electric arc
furnaces have cone into play. That has had some inpact on the ability of sone
of the nmining conpanies to survive. |In other areas, it's helped themto broaden
their markets.

CHAI RVAN HI LL: Thank you, Conmi ssioner Swift. Wth your indul gence, we
would like to stay in touch with you. W think you have a wealth of information

that will be inportant to us. W're particularly interested in follow ng up
wi th you on econoni c devel opment options and possibilities as well as federa
interventions. So we'll be in touch with you. Thank you, sir, for your
testi mony.

COW SSI ONER SW FT:  Thank you very nuch.

CHAI RVAN HI LL: At this time | would like to ask Conmi ssioner Tinklenberg
fromthe Mnnesota Departnment of Transportation to address the panel

St

{BOn} TESTI MONY BY COWM SSI ONER ELWYN Tl NKLENBERG] BCO f }

COW SSI ONER TI NKLENBERG. ~ Thank you, M. Chairman and Menbers. My nane
is Elwn Tinklenberg, and |I'm a conmi ssioner of the M nnesota Departnent of
Transportation; and on behalf of the Ventura Adm nistration, | want to add ny
wel cone to all of you to Mnnesota. Also, thank you for this hearing today and
for the opportunity to appear before you to discuss the effects of inmported iron
ore and steel products on our national and econom c security and on our donestic
manuf act urers.

The Ventura Adninistration believes that it is inportant to have a strong,
secure, reliable steel industry in Arerica, and it is a critical conponent of
our state's econonic vitality; and to that end, the governor sent a letter to
President Bush calling for a 201 investigation |ast March 14.

A strong donestic steel industry cushions our economy and our security
fromthe volatility of the international steel market, as we have seen in the
recent past, and provides inportant |iving-wage jobs to working people in
M nnesot a.



I want to address several areas of concern regarding this issue as it
relates to my agency's nission to provide safe, efficient transportation for our
resi dents and our state's econony, and | believe that these are consistent with
ot her DOTs across the country and ot her governnent agencies who are involved in
transportation.

First of all, it is critical that we have reliable and avail abl e sources
of steel for bridge structures and associ ated road projects. Today's denandi ng
transportation i nprovenents, especially given the length and | evel of service we
expect fromthem requires steel that neets high quality standards. The DOTs
build a variety of bridges, and steel construction is an inportant engi neering
option, especially in conplicated alignments with curve structures and in
confined urban areas.

H gh-quality steel is an inportant conponent of our concrete structures as
well. For Mnnesota, the only mlls supplying steel plate for large stee
girders are U S. Steel and Bethl ehem Steel, both of which have a direct
connection to the iron ore industry in our state. W need these mlls viable,
nodern, and avail able to neet our construction needs.

Nationally, bridge repair and replacenent will dominate transportation
fundi ng needs as many of these critical structures are reaching the end of their
useful lives. In Mnnesota, we have approximately 4,700 bridges on our trunk

hi ghway system al one, with over 450 being structurally deficient or functionally
obsolete and in need of replacenment; and, M. Chairnan, that percentage is | ow
by conparison to other states around the country.

It is fair to say that the bridge structures of the future will have to
have even | onger useful lives than those in the past due to the tight funding
constraints and the increasing denands nost DOTs are facing. High-quality and
hi gh-t echnol ogy steel components are becom ng increasingly inportant if we are
to build structures with | onger lives.

The state DOTs, several University research prograns, and the steel-
manuf acturing industry are continuing to devel op the next generation of
construction steel that weathers better, is nore corrosion-resistant, and neets
tougher fatigue standards. For these efforts to continue, they nust take place
hand in hand with a strong donmestic manufacturing industry.

In terns of overall steel consunption, the public sector uses a relatively
smal | anount of the steel produced; but in terns of steel produced specifically
for bridge construction, the public sector consunes nearly 100 percent of the
out put.

Publ i c agencies that use federal funding for projects are subject to buy-
Anerican requirenents, including those related to steel. In the recent past,

t here have been delivery problens directly associated with nega-projects
consunming the majority of donestic production.

In 1997, Congress passed the Transportation Efficiency Act for the 21st
Century, and a significant influx of transportation dollars and construction
resulted. The DOTs are working hard to deliver on the pronise of that increased
i nvestment by streanmlining their processes and focusing on delivery.

We continue to look to Congress and the adnministration to help us increase
t he pace of project inplementation, but in many instances steel fabricators
cannot keep pace with this increased demand, resulting in the delay of
construction projects.

In our experience, it takes about six nonths fromthe time of letting bids
on bridge projects to the delivery of the steel. G ven the short construction
season in Mnnesota, this is significant enough; however, if the donestic
i ndustry disappears, it is our view that foreign producers' ability to deliver
steel in a tinely manner to neet construction schedul es such as ours would be
even nore problematic. Additionally, costs to states to have the quality of
steel certified by our inspectors would increase significantly, as worl dw de
travel would be required.



If we continue to see pressure frominports on donestic nmanufacturers

cost issues will continue and the delivery times will be extended due to denand.
W are fortunate to be able to buy npst of our steel in the Mdwest from
fabricators in Wsconsin, South Dakota, and Col orado. |In the not-too-distant

past, we had four fabricators of steel bridges in the Twin Cties. Now we have
none. W hope this trend does not continue throughout the M dwest, obviously.

If it does, delays will increase and the economnic conpetitiveness of this part
of the country will be threatened.

A strong, viable, secure donestic steel capacity is critical to the
transportation interest and industry and the economic vitality of the state of
M nnesot a.

There has been a lot of talk about building a bridge to the future. M.
Chai rman and Menbers, that's going to be a shaky structure indeed if we can't
build it donestically.

Thank you.

CHAI RVAN HILL: Are there any questions fromthe panel ?

Thank you, Comi ssioner.

At this time | would like to ask Director Wlliam C. Brice, who is
director of M nnesota Departnent of Natural Resources Division of Lands and
M nerals, to testify.

Sir.

* * %

{BOn} TESTI MONY BY WLLIAM C. BRI CE{BOf}

MR BRICE: Director H Il and panelists, my nane is Wlliam C. Brice, and
' m speaki ng on behal f of the M nnesota Departnent of Natural Resources in place
of Peter O evenstine, who is an outstandi ng menber of our staff. |[|'malso the
director of the Division of Lands and M nerals here at DNR

|'ve worked with the iron ore and taconite industry since 1970, and | have
both witten testinony and two attachnents that | think you' ve already received
or will receive that we would like included in the record.

CHAI RMAN HI LL: They will be.

MR. BRICE: Thank you. M testinmobny is to encourage the Departnent of
Conmer ce and the Bureau of Export Adnministration to take actions to control the
anmount of iron ore and steel slab inports entering the United States so that a
vi abl e donestic iron ore industry can exist.

Iron ore is a basic raw naterial necessary to industrialized nations.
| mports today are threatening the survival of this basic industry.

M nnesota has vast iron ore reserves. The USGS has reported M nnesota's

crude iron ore reserves at 9 billion tons, or about 90 percent of the U S. iron
ore reserves. Let nme just repeat that. That's 90 percent of the U S. iron ore
reserves. | think that's really inportant to what we're dealing with here

t oday.

The state of M nnesota owns about 20 percent of the mineral rights across
the Mesabi Range. The Departnent of Natural Resources Division of Lands and
M nerals is responsible for managi ng nmineral devel opment on these lands. The
M nnesota DNR is the trust agent ensuring equitable rental and royalty incone
for the state's school university trust funds, local comunities, and the
general fund.

State and mneral |ease revenues for the past 10 years has averaged about
$6.7 million per year and have benefitted the | ocal conmunities, schools,
counties, university, and al so the general fund.

Conpetition fromiron ore and steel slab inports has had a very
significant inmpact on the state royalties as well as jobs and communities. Two
exanples of this are, first, the closure of LTV Steel M ning Conmpany, where
1,400 workers lost their jobs; and second, the state's recent 15 percent across-
t he-board royalty reduction



LTV -- let ne speak about LTV Steel M ning Conpany. LTV Steel M ning
Conpany mined a substantial quantity of state ore, and their closure has
resulted in a significant loss in income. |In their last full year of
production, they paid $2.9 nmillion in mneral royalties. The mgjority of that
revenue was distributed to school districts, the county, and to | oca
conmmunities. LTV Steel M ning Conpany's annual state royalty paynents have been
as high as $6 nmillion per year

The second exanple of Mnnesota's loss of royalty income is the state's 15
percent across-the-board royalty reduction. Based on the Departnment of Natural
Resources' recomendati on and that the taconite conpanies in M nnesota are
facing econom c | osses and intense conpetition frominports subsidized by
foreign nations, Mnnesota approved an across-the-board 15 percent royalty
reduction to the state's iron ore and taconite | essees for one year. The royalty
reduction was intended to aid the survival of the taconite industry.

The average cost savings for crude ore mned fromstate properties through
the state's royalty rate reduction is approxinately 26 cents per |long ton of
pellets; and if you think of the cost value of a ton of taconite pellets is
about $32, and it's been in that range for maybe the last five or six years, 26
cents doesn't sound like a lot; but in this conpetitive environnent, it's very

i mportant.
The revenue inpact for the one-year royalty reduction is a |oss of $1
mllion to the school trust fund, $750,000 to the University of M nnesota, and

about $50,000 to the tax-forfeited lands. This is the state's first across-the-
board reduction in Mnnesota's nore than 100 years' history of iron ore
producti on.

M nnesota al so has a long history of financially supporting research
progranms to pronote mneral devel opment. Qur goals have been to hel p reduce
costs and inprove product quality. For the last 15 years, the DNR has managed
three prograns: Iron Ore Cooperative Research, Environnental Cooperative
Research, and M neral Diversification. Mnnesota and the Departnent have
supported val ue-added processing al so to produce new products, such as iron
nuggets, pig iron steel slabs, and flat-rolled steel

The inmports of iron ore and steel slabs to the United States have severely
i npacted M nnesota and the Iron Range. M nnesota and the Departnment of Natural
Resources are doing everything they can to help this industry survive through
these very tough tines. The federal government, since the U S. Bureau of M nes
was cl osed, has not strongly supported these activities, and we believe that
renewed federal support is essential

Qur concern is that the anpbunt of inports need to be controlled at non-
fire-sale prices so a viable iron ore industry can continue to exist in the

United States. Ilron ore is a basic raw material necessary to an industrialized
nati on.

W thout federal support, 90 percent of the United States iron ore reserves
and the associ ated economc activity could disappear. |If this is allowed to

happen and the current infrastructure is lost, a future start-up would be nearly
i mpossi bl e. The resource, capital investnent, the supplier network, the
transportati on systenms, the energy supplies, and a highly skilled workforce are
avai | abl e today and are irrepl aceabl e.

Thank you very nuch for this opportunity.

CHAI RVAN HI LL: Thank you, sir.

| just have one quick question, sir. You said since the Bureau of M nes
cl osed, federal support has been | acking. What recomrendati ons would you have
us take into consideration for what federal support should be?

MR BRICE: M. Chairnman, | think federal support in the areas of inproved
product quality and cost production would be very useful. W believe federa
support through prograns |ike clean coal to produce inproved iron materials such
as iron nuggets or pig iron would be an area that could be very hel pful



We believe there is potential for using |arge anbunts of | ow grade iron
ore that's up here that's beyond the 900 billion | nentioned. That would
continue to provide us a long-term supply, and we think that could be hel pful
too, with some of these new steel - maki ng technol ogi es.

CHAI RVMAN HI LL: Any other questions fromthe panel ?

MR. VACCARO. M. Brice, could you elaborate a little nmore on sone of the
research prograns that your departmnment has undertaken at this point, such as
processi ng technol ogy you see on the horizon that will help in the industry?

MR. BRI CE: Sure.

As you probably know, the research prograns in M nnesota started many
years ago when the iron ore taconite process was originally devel oped at the
University of Mnnesota. W followed that through for years and years. Most
recently, through our Iron Ore Cooperative Research Program we did sone of the
early work to develop flux pellets. Flux pellets inproved the productivity of
t he bl ast furnace.

More recently, we've worked with conpani es on various ways to inprove
their efficiency in their plants, to nodernize their control technology, to a
nodel of things that go on in their furnaces to deternmine if they' re being
optim zed, those kinds of things.

Al'l of these prograns that we work on are generally cost-shared. W share
the cost with the conpanies, and we try to see that those new i nnovations that
are devel oped, are devel oped -- nmoved into the plant quickly so that we will
continue to be conpetitive.

CHAI RVAN HI LL: Thank you, M. Brice.

At this timne | would like to call M. Patrick Garrity to the w tness
table. He is the acting mayor of Hibbing. He's standing in for Mayor Lolich
And | guess | will excuse her. Evidently her daughter is presently giving
birth, so that's an exceptional excuse.

Sir, we wel cone you as the acting mayor.

* * *

{BOn} TESTI MONY BY PAT GARRI TY{BCf f}

MR. GARRITY: Good afternoon. As we speak, she may be beconmi ng a grandna
agai n.

CHAI RMAN HI LL: We wi sh her the best.

MR. GARRITY: Thank you

Thank you for the opportunity to testify in regards to the problens facing
the Iron Range and the steel industry and the inmpact it has on | ocal government.
My nane is Pat Garrity. |I'mthe elected city clerk-treasurer for the city of
Hi bbing, a city with a $13 nmillion annual budget that provides services to
approxi mately 17,000 people in an area of 186 square miles. Two of the Iron
Range's six taconite plants are in the city of Hi bbing, and the cost, the inpact
| speak of, needs to be nultiplied in order to understand the full inpact that
the unfairly priced foreign inports have on northeastern M nnesota conmuniti es,
the state, and the nation.

H bbing is known all over the world as a site of the world's |argest open
mne, as a site where mllions of tons of iron ore were mned to produce the
resources needed to produce steel for the entire United States; not only for its
war efforts, but also in the construction of every conceivable steel product
that every governnental unit, business, citizen buys and consunes.

| was a city clerk in 1980, when Butler Taconite, a plant 12 mles west of
H bbi ng enpl oyi ng approxi mately 700 people, closed dowmn. It was torn down and
had devastating effects on many busi nesses and al so nany cities.

In 1980, prior to the closing of Butler Taconite, the city of Hibbing had
a popul ation of 21,000. Since that tine, we have |ost 4,000 people. During that
tinme period, the taconite industry decreased from approxi mately 15,000 workers
to about 6,000. That was prior to the shutdown at LTV. That created an
additional loss of 1,400 direct jobs.



In the 1980s, steel inports were at a record peak, having increased to in
excess of 30 percent till the federal government finally stepped in to help stop
t he devastation of the industry on the Iron Range that is so vital to our
nation's security.

Even with fewer people, public safety needs increased due to additional
stress created by the increased unenpl oynment in our area.

The cost of mmintaining needed water systems, sewer systens, public safety
facilities, and services are increasing in spite of the fact that there are 20
percent fewer citizens. As a result, the city has reduced its police, fire, and
public works departnent by nore than 20 people. There is only so nuch
downsi zi ng that you can do wi thout destroying the infrastructure capabilities of
any city. In the big picture of U S. security, Anerica needs these plants
protected by fire departnments, secured by area police protection, manned by its
own qualified enpl oyees who have been trained at high-quality educationa
facilities, but all of these public services need to be paid for by sonebody.
Local costs in 2001 for the Hibbing police is $1.9 million, fire department is
$1.5 million, public works is $2 mllion

St eel wor kers and m ni ng conpani es have al ways been ready and willing and
able to pay these costs even during layoff periods. M ning production taxes
only will exceed $2.1 nmillion in 2001 in the city of Hibbing. And | really need
to enphasize that. $2.1 million of our $13 million budget is coming fromthe
m ni ng production tax.

The steel wrkers were paid the wages that can afford to keep the needed
services in the city going, but in a community with a high percentage of retired
citizens, the tax burden woul d be unbearable. If steelworkers and their related
i ndustries are not there to help pay, these services will dimnish drastically.

I mports that are sold to this country at less than the cost of production
of taconite are creating a cutback of mning industry, |ayoff of enployees, and
the out-mgration of the qualified enployees. This creates a situation where
t he bal ance of the comunity, nostly retired people, are forced to have the cost
of services increased, taxes increased, public safety and anbul ance service run
at a reduced level, and thus making the area very unstable. |It's a vicious
circle.

Wth the cutbacks in mning, there are layoffs in support industries, a
reduction in local taxes paid, yet at the sane, the costs continue to rise and
the needs for governnent services increase and their inportance is nmagnified.

This area is in a state of crisis. W can either shut down and depend on
foreign inports even in a time of crisis or war, or we can stop the illega
i mporting of foreign ore and foreign steel. The decision seens to ne to be very
obvi ous.

You cannot resurrect the infrastructure of these facilities if you all ow
themto be shut or torn down.

W live in an age of mnutes and seconds, not nonths and years. The
highly qualified people have left the area, just as thousands did in 1980 with
the closing of Butler Taconite. It will be too late, and our country will be
dependent on foreign inports

When | was young, | was told by ny father, who is a disabled Wrld VWar |1
veteran who eventually died fromhis disability, that this area was targeted by
mssiles fromforeign countries because this area was so crucial to providing
the resources that were needed to produce war materials. He always enphasized
that we nust protect the area producing so that Anerica could produce and be
pr ot ect ed.

The irony is, if the industry doesn't get help and the rest of the country
doesn't care, we don't have to worry about missiles. Qur own governnment will
all ow the deterioration to happen on its own, since the city of H bbing's
taxpayers certainly will not be able to naintain fire protection and the



security needed to maintain the taconite-producing infrastructure we currently
have.

This area has al so naintained a strong educational infrastructure, strong
school s, high standards, a good working -- a good, strong work ethic, pride in
community, state, and country. This was instilled in us by our parents and
grandparents. W are at a fork in the road. Qur people have stood and led the
country, and we are being unfairly treated by allowi ng foreign inports to
destroy our industry.

The people in the production of iron ore and taconite in this area have
benefitted the entire nation, and it is tinme for the rest of the country to
support and protect our steel industry. It's just time to say no, we wll not
allow foreign inports to threaten our national security.

America needs steel, and if we do not protect the nmining industry, this
area will not have the skilled | abor available and the facilities needed to
produce the quality taconite needed in the event of -- in an efficient and
tinmely production process. Gherwise, we will be at the nercy of foreign nations
to inport resources in atine of crisis in the future.

A strong taconite industry and a strong steel industry are crucial to our
nati onal security.

Thank you for allowing ne to testify at this hearing.

CHAI RVAN HI LL: Thank you, sir.

At this time | would like to call to the witness table the Honorable
Mar | ene Pospeck, mayor of the city of Hoyt Lakes.

Madam Mayor, wel cone.

{BOn} TESTI MONY BY MAYOR MARLENE POSPECK{BCf f}
MAYOR POSPECK: Chairnman Hill, gentlenen, good afternoon, and thank you

for coming to the Iron Range and allowi ng us to express our concerns about the
United States steel industry.

As mayor of Hoyt Lakes, | can attest to the devastation resulting fromthe
closure of the LTV Steel M ning Conpany on ny community and, in fact, on the
entire Iron Range. The closure of this taconite processing plant has displaced
1,400 skilled workers and can be attributed directly to the inmportation of iron
ore pellets and senm -finished steel slabs.

This devastation is spreadi ng throughout the steel industry as nore and

nore plants are forced into bankruptcy because of unfair dunping. |In fact, the
entire steel-making structure in the United States is in jeopardy.
In ny testinony here today, | would like to make three points.

First, an awful lot has gone into building our capacity to support the
taconite industry. This is not something that could be easily re-created if we
were to let the taconite industry go under now. The people who have | abored in
the iron nines of northeastern M nnesota are carrying out a century-old
tradition. These people have devel oped the skills necessary to produce a
qual ity product, and because of a world market that encourages unfair |abor
practices, this reliable and skilled workforce is being dispersed into other
i ndustries; and | nust say, it would be very hard, once this workforce is
di spersed, to collect themall back together again to once again revanp a
failing taconite industry. |If a national enmergency should occur, consider how
much tinme and education it will take to develop workers to replace those that we
are | osing today.

Qur physical infrastructure such as roads, bridges, railroads, power and
energy, and shipping capabilities are all vital to our national defense. Wthout
a strong, viable domestic steel industry, our ability to construct and maintain
these structures on a nationw de basis is critically conprom sed.

My second point is that it is inconceivable that this country should have
torely on inported steel in a tinme of national energency. Once we've allowed
our domestic iron-mning and steel-nmaking capabilities to deteriorate, | feel it



will be next to inpossible to ranp themup again in the face of any nati onal
energency. W are creating and, in fact, encouragi ng a devastating scenario
where the United States no | onger has the ability to maintain its position as a
wor |l d power; and worse, will no | onger be able to nount a defense should we cone
under attack.

How can we expect to produce the armanents critical to our nationa
defense if our donestic steel industry disappears? Can you inagi ne how
devastating it could be in a time of national emergency or even in a time of
worl d uncertainty for this country to be dependent on other countries for goods
that are essential to our national econony and to our national defense?

Thirdly, permtting our taconite industry to die is denoralizing to
conmunities far beyond the effect on individual workers and their famlies. |
feel that a denoralized, poorly educated popul ation is perhaps nore devastating
to our country's national defense than anything |I've cited before. Comunities
t hroughout the United States whose |ivelihoods have depended upon iron mning or
steel -making will no longer contribute to the national econony.

As plant after plant and nmine after mine is closed, so shall crises occur

Educati onal systems will be inpaired. People will begin to | ose hope.

As we begin to feel these effects here on the Iron Range follow ng the LTV
closure, | know firsthand how entire conmunities can becone destabilized al nost
overni ght.

So | amhere today to plead with you to consider how a strong and heal t hy
taconite industry translates into a strong and healthy steel industry, one that
can keep the United States a strong and healthy country.

Thank you.

CHAI RVMAN HI LL: Thank you. Thank you, Mayor, for your thoughtful and
heartfelt testinony.

| would Iike to call to the witness table at this tine Ms. Samant ha
Gri ppe, a recent high school graduate. Thank you

As she's preparing, | should say that during the conment period, we
recei ved from M nnesota and from various school districts in the state many,
many submi ssions from students who had been given a civics project to wite on
this, and -- Senator Well stone.

(Senator Wellstone recogni zed the presence of State Representative Geg
Gray fromnorth M nneapolis and forner State Senators Jerry Janezi ch and Ron
Di cklich.)

CHAI RMAN HI LL: Ms. Grippe, congratul ations on your recent graduation from
hi gh school

M5. GRIPPE: Thank you

* * *

{BOn} TESTI MONY BY SAMANTHA GRI PPE{ BCf f }

M5. GRIPPE: Good afternoon

| have al ways been taught that ny future depends on one person, and that
person is ne; however, no natter how badly | want to believe that, | can't,
because | wouldn't be standing here today, or sitting here. The truth is that
my future tonorrow depends on what happens today and was affected by what

happened yesterday. It is for this reason that | sit before you, for ny future
and for the futures that are to foll ow.

Wth that said, et me introduce nyself. | am Samantha Gi ppe, a Bi wabi k
resident all ny life and an Iron Ranger through and through. |[|'ve recently
graduated from Mesabi East Hi gh School in Aurora, and I'mcurrently enrolled as
a Maverick at Mnnesota State University in Mankato this fall. In less than
four years at Mankato, | hope to have ny bachelor's degree in the arts with a

maj or i n photography and a minor in nass comunications.

My famly has al ways been on the Range since nmy great grandfather
immgrated here. M father grew up in the house next to ours, and ny nother
only five mles away. Both of my grandfathers are retired niners, and so are



nost of my uncles. Their famlies were all supported by LTV, as was nine. |
stress the "was," because after 27 years working at LTV, my father, a train
operator, was laid off.

My father may have lost a job, but it was the ripple effect that really
hit nmy famly hard. Because of the mine's bankruptcy, the business ny nother
wor ked for had to nake cuts. M nother's position was consi dered unnecessary,
and she lost her job, this |eaving both ny parents unenployed, me starting

college in the fall, and ny brother only two years behind nme. It is because of
these things that | requested to speak today.
As | said earlier, | ama graduate of Mesabi East Hi gh School, so |I can

say from personal experience how good our school systens on the Iron Range are.
In ny opinion, they are conparable to any other. Qur schools produce the Range
with its future. They strive not just to teach skills, to pass with high grades
and get through; they prepare us for success. They push our skills to be the
best at what we are doing. It is for this reason that we have possibly the best
nmusi ¢ departnents in our state, and our industrial tech classes are turning out
skill ed workmen right from high school. From high school

| believe the stubbornness and persistency in our ancestors' European
bl ood that built these towns fromthe ground up is still running through the
veins of the Iron Range. Qur ancestors wanted nothing nore than to educate
their children and to see them be successful. [It's funny how sone things don't
change. Qur education systens still strive for that stubborn perfection they
did 100 years ago. They now find new ways, better ways to educate.

For instance, two options offered to our high schools are cooperative
cl asses and t he post-secondary education option. The cooperative classes allow
students from one school district to take technical classes at another if they
are not offered what they need or what they want. |If their high school doesn't
of fer a class, he or she can take cl asses el sewhere. The PSEO option is another
option that allows high school students to take college classes for college
credit while in high school. | personally was able to take advantage of the
PSEO option my senior year

Qur districts are always striving for better. Wth these options, high
school graduates are at the |evels of college sophonores. Qur futures | ook
bright; bright ideas, and exceptionally bright graduates to run and nake them
reality.

I'msure you' ve heard all of this before, but do you really realize what
i mportant role the Iron Range school districts play in the taconite industry?
Because in all honesty, | didn't. 1've always known we were inmportant, but not
how i nportant.

I now realize that w thout our school systens, we would not have a
taconite industry. W are the only districts that teach skill-specific classes
that train people to run our mnes. W specifically have devel opment cl asses
that are only for mining industries. Wthout these skills, we would only have
book-smart graduates trying to run our industries, and the thought is
horrendous.

If we | ose our taconite industries, we |ose the Iron Range. Qur towns
built up around these mines, and | believe that if our nines fall, so will the
towns. There is no industry in this area |arge enough to support the Iron Range
i ke our mnes have. Qur schools depend on direct taconite-production taxes for
funding, and without it, our districts would |ose funding, our student
popul ations would fall, and our currently bright future would becone nothing
nore than a di m hope.

Al ready we see LTV s effects showing in our school systems. Mesabi East,
for instance, has made drastic cuts to their nusic departnent, the industrial
tech departnent, and the arts departnent. Mesabi East is not the only one naking
cuts, though. If we lose our taconite industries, we will have no need for or



the noney to keep our skill-specific training that we depend on, and we will
|l ose all of our skilled workers.

It took our ancestors generations of stubborn blood and hard will to build
the education systemthat | amglad to be a part of today. It would be a
terrible shame to see so nuch persistence in caring for our futures go down. It

is sonething that can never be repl aced.
| worry not only for the future of the Iron Range, but also for the future

of our nation. |If we |ose our educational systemtoday, who knows what trouble
we set ourselves up for tonorrow? |In the case of a national energency, we would
neither have the tinme nor the skills to replace the education and skill-specific

training needed to run our taconite mnes. The hurt would be greater than one
nati on coul d bear

So, you see, our educational systems on the Iron Range depend solely on
the success of our taconite mines; and ironically, our taconite mnes depend on
t he success of our education systemto turn out skilled and abl e workers.

It baffles ny mind when | think that ny future and the future of one of
t he biggest producers of taconite in our nation depends on the decisions of a
few.

Thank you.

CHAI RVMAN HI LL: Thank you

Now | would like to ask Marvin Lanppa to please cone forward and testify.

M. Lanppa.

* * %

{BOn} TESTI MONY BY MARVI N LAMPPA{ BCr f}

MR. LAMPPA: Thank you, M. Hill and nenbers of the panel, for giving ne
this opportunity to testify on behalf of the iron ore industry in northeast
M nnesota. The topic of my presentation deals with the inmpact of donestic ores
on Anerica's capacity to produce steel during Wrld War |, a time of grave
nati onal energency.

It's been said that when war cane in 1941, it canme both as a surprise and
it was expected. It was expected in the sense that newspapers, radio, shortwave
had alerted the American public to Nazi and Fasci st aggressions in Europe and
advances of Inperial Japan in Asia. The expectation grew when the President of
the United States approved a bill for a two-ocean Navy, enacted the peacetine
draft, and called on Anerican industry to retool for war in a production effort
that would nake this country the great arsenal of denocracy.

Yet, when it happened, it was a surprise. Seem ngly w thout warning, in
the early-norning hours of Decenber 7, 1941, Japanese naval and air forces began
a two-hour attack on our United States fleet at Pearl Harbor. Wen it was over
19 shi ps had been sunk or disabled, five of them battleships, 150 pl anes
destroyed, and over 2,000 lives lost. For many, the surprise cane fromthe ease
wi th which an enenmy was able to penetrate our defenses and how vul nerable this
nati on seened to be.

There were reasons to feel vulnerable. W were far from being the
strongest mlitary power in the world. In fact, in 1940 when the Dutch arny
surrendered, the United States noved up to 19th place on the scale of world
mlitary powers. The list of active soldiers and reservists was barely a half
mllion, our tanks and guns were outdated, and nobst of the planes we had were
too old for active service, and it was runored that there were no nore than four
up-to-date anti-aircraft guns in the entire country.

However, in 1941, | suggest to you the United States was in better shape
to fight a war than it had been in 1917 or at other tinmes in history, and the
reason was, we had in place and operating, all within the borders of this
country, a steel-naking infrastructure that was conplete in every detail from
the mll to the mine. It consisted of the iron nines in Mnnesota and M chi gan
the so-called Lake Superior Mning District. It consisted of a system of
railroads to bring the ore to the docks and the lake. It consisted of a fleet



of 291 freighters, ore freighters, on the Great Lakes to bring the ore down-I|ake
to the steel nmills

It was a systemthat had worked for a long tine. For over a half century,
iron ore fromM chigan and M nnesota had been flowi ng steadily to the open
hearths and bl ast furnaces of the East. |If there was a question as to whether
this system which was tried and tested, was enough to neet the needs of
wor | dwi de war, it was quickly answered.

There mi ght have been a time when military | eadership and manpower,
courage, patriotism and daring had deci ded the outcone of wars, but in 1941
this wasn't the case. It was the side with the biggest and best-supplied
factories that had won the wars of nobdern history, and the factories in Gernany
and Japan and Britain and the United States were sone of the biggest in the
worl d; but only factories in the United States had a supply of iron and stee
they could rely on. To add to this, |lend-lease and the big defense
appropriations of 1941 had junp-started our econony and given a certain nunber
of our factories a running start.

Wthin nmonths, war production rose. FromJuly 1940 to Decenber 1941, even
bef ore the war began, the United States had produced 1,341 naval ships, 136
nmer chant ships, 126,113 nmachi ne guns, and 4, 258 tanks; the follow ng year, over
8, 000 naval ships and over 700 nmerchant ships and 666, 000 machi ne guns, al ong
wi th al most 24,000 tanks, rolled off the assenbly Iine, and at the sane tine,
production in the United States of steel rose froma |ow of around 28 mllion
tons to alnost 89 million tons in 1943.

In conparison, the conbined steel-production capacity of Gernany and al
other Axis nations in 1943 was estinated to be 51 million tons. But while our
sources of iron and steel were |located entirely within our country, Gernmany had
to neet its production needs by inporting iron ore through the Swedi sh port of
Lul ea.

Meanwhi | e, Lake Superior iron mines, particularly in Mnnesota, were able
to respond quickly after a slow shipping season in 1938, when |less than 15
mllion tons of ore went to the mlls. In 1939, M nnesota shi pnents, which nade
up over 60 percent of all the ore received at the mlls that year, anmpbunted to
33,829,000 tons. Over 30 million cane fromthis Mesabi Range al one, and
M nnesota iron ore shipnents continued to rise: alnost 49 mllion in 1940, over
64 million in 1941, and over 75 million in 1942,

Never before had so much ore been nined. Never before had so nany guns,
tanks, and ships rolled off the assenbly |ines.

The major factor in the rise of Lake Superior ore shipnments was the Mesabi
Iron Range. Qut of the 75 mllion plus tons shipped from M nnesota in 1942,

70, 280,000 cane fromthe Mesabi Range.

There has never been a mining district like it anywhere in the world. Its
soft, rich hematite, first shipped in 1892, had fornmed in broad pockets just
under the ground and were easily mned with steam and el ectric shovels.

Hundr eds of these pockets dotted the iron fornation, an iron formation 10 niles
wi de, five to seven hundred miles thick, 100 niles |ong, conposed nostly of
taconite, a hard gray rock containing 20 to 35 percent iron

According to Edward W1 son Davis, the man who perfected the successful way
to turn this rock into iron pellets, "there is nmore iron |ocked up in the
Mesabi's taconite formation than in all the hematite mines that ever existed in
the Lake Superior district."

That statenent was nade in 1954, but it was hematite in 1941 and the quick
actions of the nmnes that allowed the construction of war production plants to
be under way as soon as the war began. Already in Decenber 1941, shortly after
the attack on Pearl Harbor, in a cornfield just outside of Detroit, there was
already a Chrysler Tank Arsenal ready to turn out 100 tanks a week; and just up
the road, at WIllow Run, a skeleton of steel girders narked the begi nning of
what was going to beconme the | argest bonber plant in the world.



By January 1942, tanks instead of cars were rolling off the production
lines in Mchigan, and Boeing air plants in Seattle were tooled with Great Lakes
steel, and iron fromthis area -- fromthe Geat Lakes was going to electric
furnaces in Pittsburgh, which were sending alloy steel to factories in GChio.

In 1943, nobilization of the nation's resources came under the direction
of the War Production Board, and in the Mesabi Range mne inspector's report for
that year was this citation:

Fromthe WPB canme this citation early in the season: "Wile it has been
physically inpossible to award a synbol of nmerit to everyone concerned, the War
Production Board wants all those connected with iron ore, |ake vessels, and
serving railroad industries to know of its deep appreciation for their unique
acconpl i shment for the war effort "

H story's view of the role of iron and steel in Anerica is clear.
According to historians Samuel Elliot Mrison and Henry Steel e Commuager,

". . . In 1942 the curve of production rose sharply . . . Anerican
i ndustry produced not only enough nmaterial and weapons for the United States,
but supplied the deficiencies of the Allies besides Britain, who receipts were
not few -- many thousands of planes, over 100,000 trucks and jeeps, 6 mllion
tons of steel, a billion dollars' worth of ordnance. Stalin, at the Teheran
Conference in Decenber 1943, renarked that 60 of his nobile arnored divisions,
whi ch could be shifted rapidly fromplace to place on Russia's extended front,
constituted his margin of superiority over the Germans; but it is doubtful if
they coul d have been noved except in trucks from Anerica."

CHAI RVAN HI LL: Thank you, sir.

At this tinme | would like to call our last witness for the first panel
M chael Kuopus. Please approach the w tness stand.

* *x %

{BOn} TESTI MONY BY M CHAEL KOUPUS{BC f}

MR KUOPUS: Good afternoon

CHAI RMAN HI LL: Good afternoon

MR. KUOPUS: At present, |'mthe conmander of Post or Chapter 123,

Di sabl ed American Veterans here on the Range, and | would just like to share
with you a few thoughts.

As a conbat veteran - Vietnam two tours, | saw firsthand the capabilities
of my unit to provide support to other conbat arns units decrease continually.
We had huge problens delivering services due to | ack of spare parts.

| served in a conbat engineering conmpany. W used heavy equi prment,
bul | dozers, |oaders, trucks, performed carpentry, and handl ed demolitions. Most
of the heavy stuff and smaller jeeps and trucks were Wrld War ||l and Korean
vi ntage equi pment. To get around the | ack-of-nodern-equi pnent problem we used
a | oaded dump truck, as an exanple, for mne-sweeping because we | acked conbat
engi neering vehicles that were designed for that purpose. Believe ne, a dunp
truck is not an adequate replacenent for a tank, and we | ost many nen and trucks
to prove it.

Looki ng back at this now, | see that after World War ||l the stee
i ndustry, in a large part, switched back to prinarily supplying autonotive and
buil ding trades industries, highways, bridges, and the likes. This left the
def ense departnent to use noth-balled materials and equi prment.

H story has shown us that the aggressor nations usually did quite well at
the beginning of their wars, but were brought to a halt by not being able to
produce raw materials -- ore -- and nachines -- steel -- to keep their |osses
repl aced.

Relying on the inport of the ore product nost critical to the strong
defense is just unimagi nable. Wth a strong steel capability, we wouldn't be
this -- or without a strong steel capability, there wouldn't be the specialty
type of machines to get the jobs done.



We cannot rely on old noth-balled equi pnent to always protect us in tine
of need. Surely designing new high-tech systens is one thing, but a usable
platformto operate it fromis another thing, such as a tank nmade of steel or a
shi p, again nade of steel

Then there is the logistics of defense -- transports, ships, trucks,
trains -- all made of steel. Qur maritinme fleet has all but ceased to exi st
fromwhat it really should be, and our rail systemhas also deteriorated to | ess
than what it could be.

Everybody tal ks about the need for new sources of energy -- gas, electric-
generation plants, pipelines, et cetera -- and the nilitary uses very |large
amounts of fuel. But how and with what product do we build these? Again,

st eel .

These things are vital to a strong nilitary, and the nilitary is so very
vital to the survival of our way of life.

At the present tine, we have young nen and wonen stationed in harnms way
around the world that deserve the best we can supply themwi th, and we just
aren't doing it.

That's about all | have to say, except when things do get tough, you're
going to call these young people back again to do the things that | had to do,
and | just hope that we can supply the materials to bring these kids hone safe
agai n.

Thank you very much.

CHAI RVAN HI LL:  Thank you.

Just a coupl e of quick announcenents before we break. | forgot a couple
of inportant people to thank. Bob Nichols, who works for ne at the Departnment
of Conmerce. Bob, why don't you stand up. And Kathleen WIllis, also fromthe
Department of Conmerce. They've been tremendous in |ogistics work

| also want to thank our friends and volunteers fromthe United
St eel workers of Anerica for their very fine work this norning in hel ping us
facilitate this. Thank you all. As you can see, they're the ones making this
flow snoothly, and as it turns out, we're running like clockwork. So thank you
very much for that.

Pl ease

I will be avail able down near the piano. | do not play the piano, so do
not worry about that; but for our friends in the press, | will be available at
two other tinmes today. | will be available at 4:30, at the 4:30 break, at the
piano for a short tine; then after the hearing is concluded, at 7 o' clock or
t hereabouts, | will also be available this evening

Wth that, we'll take a 20-mi nute break and reconvene in here at 2:35.
Thank you.

(A brief recess was taken.)

CHAI RMAN HI LL: | call the hearing back into session

Just a qui ck announcenent at the begi nning.

As | said, we're doing very well on tine. |'manmazed that we are. |
anticipated that we nay not. In the future, | would ask the witnesses to

confine their remarks, if they can, to five mnutes and | eave tine for the pane
for @s and A's. W have a tinmer down in front in the mddle of the stage who

held up signs at the five-nmnute mark, the two-m nute mark, the 30-second, then
he has a stop sign. Once he hits the stop sign, that's when you should concl ude

your remarks. |If you see himstand up with the stop sign, you should realize
you're in big trouble. W haven't figured out the penalty yet. |I'mstil
conferring with my friends at the steelworkers.

But anyway, please, we are running on tinme, and we still have quite a few

peopl e to hear from
If we could ask that the doors be closed in the back as people cone in so
that we can -- everyone can hear our witness, we wll begin.



At this tinme, | would Iike to call Frank Ongaro of the Iron Ore M ning
Associ ati on of M nnesot a.

M. Ongaro, please.

* * *

{BOn} TESTI MONY BY FRANK ONGARQ BOr f }

MR. ONGARO M. Chairnman, Panel Menbers, good afternoon. M nane is
Frank Ongaro. | amthe president of the Iron Mning Association of M nnesot a.
Qur association represents five of the six producing taconite conpanies in
M nnesota, the recently shut down LTV Mning facility, and nore than 200 vendor
busi nesses fromall across the state that supply products to the m nes.

Wel cone to Mnnesota. | want to thank you for holding this critica
hearing today. The Section 232 hearing is extremely inportant to our lron
M ni ng Associ ati on nenbers.

| also want to thank Congressnan Cberstar, Senator \Wellstone, and Senator
Dayton for their support of this industry.

I'"mhere today to speak to you about the vital role our donestic iron ore
and steel industry plays in both our econony and our nation's security. Qur
associ ation supports the Section 232 investigation effort. Sinply put, we
support the enforcenent of our trade |aws; and we believe that through the
enforcenent of our trade laws, you will clearly find that the current |evel of
imports is a serious threat to both our industry and our national security.

Aut onoti ve bodi es and franes, appliances, housing framework, reinforcing
material for concrete, bracing for bridges, engines, weaponry, and ships, these
are all sone of the materials formed fromthe steel that is made from M nnesot a
iron ore. Cearly, iron ore is the essential raw material that feeds the bl ast
furnaces of our nation's steel mlls, running 24 hours a day, seven days a week,
365 days a year.

Today, there are 4,400 people directly enployed in Mnnesota taconite
plants. In addition, nore than 14,000 people are enployed in several thousand
supporting conpani es.

As a result, the industry maintains an annual contribution to the
M nnesota economy of an estimated $1.3 billion. This benefit is spread across
nore than 200 communities throughout the entire state.

However, things were different just one year ago. Wth the closing of LTV
M ning in Hoyt Lakes, M nnesota, we are al so w tnessing the hardship that our
communities feel fromthe | oss of jobs when a donestic ore/taconite plant shuts
down. Before the closing of LTV, there were nearly 6,000 jobs in the plants and
at least 15,000 additional industry-related jobs.

In 2000, the econonmic benefit was $1.5 billion. This already, in one
year, equates to a $200 nmillion economic |oss.

Wt hout question, the loss of this industry would be devastating to our
regi onal econony. At the sane tine, the iron ore industry is clearly critica
to our national security. As the fundamental raw material needed to produce
steel, our mnes have been the one -- have been one of the prinary suppliers of
iron ore for the donestic steel industry for 100 years. Wether it was building
railroads, ships, or buildings, our iron ore nmines provided the raw materials
for the steel nills that hel ped our great country beconme a gl obal | eader

Then, when our nation found itself in wars and conflicts around the world,
our iron ore nmines provided the raw materials for the steel that supplied the
mlitary power. From 1941 through 1945 al one, M nnesota m nes produced over 200
mllion tons or iron ore to produce steel for tanks and ships and airpl anes.

Now the growth of inported sem -finished steel, Ieft unchecked, threatens
t he existence of our iron mning industry.

If this happens, the future security of the United States will be
dependent on these inports. W nust ask ourselves, do we want to risk our
nati on's readi ness on the willingness of other nations to supply our steel-



maki ng raw nmateri al needs? America cannot afford to take the chance that the
cheap inports will still be there when we are faced with a future crisis.

Wthout a reliable source of raw materials, we will not have a reliable
donmestic steel industry. Wthout the reliable donestic steel industry, the
security of the United States would certainly be threatened.

If the iron mining industry is afforded sone relief fromthe foreign
i mport pressures, we will be able to continue to provide a reliable supply of
iron ore for another 100 years and | onger

Al'so, without iron mining in Mnnesota, we would see dramati ¢ unenpl oynment
in not only the mnes and supplier businesses, but also the community-rel ated
support jobs. In addition, there would be a significant |oss of government
revenue, infrastructure would begin to deteriorate, and the skilled workforce
woul d be required to nove out of the region to find enpl oynent.

Once gone, nothing can be replaced, restored, or retrained quickly.
Shi pping, rail, electric energy supply, and trai ned workers are all essential
conponents of the operation of the iron mining industry. |[If our taconite plants
cl ose down for any period of time, it could literally take years to rebuild the
regi onal infrastructure. This lack of "ready to go" infrastructure would
further handi cap our national readi ness.

Furt her, the remaining producers are also feeling the effects fromthe

imports. Inported sem -finished slabs contain no United States iron ore. Every
ton of seni-finished slab steel used in donestic steel production displaces
approximately 1.3 tons of iron ore. |In the year 2000, sem -finished inports,

nostly slabs, totaled nearly 8.6 mllion tons. This is up from3 mllion tons
only a handful of years ago.

Over the last year, this increased use of inported sem-finished slabs has
pl aced severe economi c pressures on our remmining Mnnesota taconite producers.
In addition to the LTV shutdown, taconite conpani es have had to make | abor force
reductions, denmand reduced supplier prices, and in sone cases significantly
reduce production.

In conclusion, to energe successfully fromthe crisis in the iron ore and
steel industry, every stakehol der must do their part. The conpanies are
reduci ng costs. Labor is increasing productivity. The suppliers are reducing
margi ns. Local conmunities are doing nore and nore, with fewer and fewer
resources. Now it is the federal governnment's turn to do its part.

Before there is free trade, there nmust be fair trade.

W urge you to reduce and place restrictions on the level of sem-finished
steel inmports, the duration of which nust assure that both the iron ore industry
and the steel industry has recovered fromthe inpact of these unfairly traded
imports. By enforcing our trade |aws, the federal governnent will also help the
i ndustry energe once again as a strong gl obal conmpetitor. This is the only way
to assure the future security of our nation.

When you | ook at the fundamental question regarding this hearing, your
answer nust be yes, donestic iron ore is vital to our national security.

We nust not allow our nation to becone dependent on foreign steel

Thank you for the opportunity to testify.

CHAI RMAN HI LL: Questions?

MR WOODS: M. Ongaro, | have a question. | think you very succinctly and
nicely sumarized the inpact on the infrastructure. | was wondering if you
could focus on one area, and that would be what it takes -- nmybe using one or
two exanpl es of occupations in the industry, what it takes to retrain a person
and how long a period of time that m ght take.

One of our earlier witnesses, the recent graduate of high school, noted
the kind of training that goes on in high schools in this area. How |long for
sone of the specialties does it take to retrain?



MR ONGARO M. Chairman, M. Wods, | believe your question was how | ong
does it take to retrain certain skills in different industries -- or in
different trades within the industry.

Recently, the State of M nnesota undertook a very worthwhile exercise
call ed Taconite University, funded by M nnesota's higher education coll eges,
MNSCU, and in that industry, |abor, higher education took a | ook at what it
woul d take in different job skills in the industry to train new workers that
were coming into the industry. At that tine, it was anticipated that half the
wor kforce would be retiring within the next five years. At that tinme, there was
al so hope that we would have an influx of young students coning out of high
school that could do two-year, three-year training in specific trades related to
the industry.

Unfortunately, with the downturn in the econonmy and the downturn in the
i ndustry, we are now |l ooking at a lack of hiring or attrition, depletion of our
wor kforce, but it was clear that a two-year mni mum special skills type of
approach was necessary. No longer were the kids able to cone directly out of
hi gh school and go right into any of these skilled trades that required quite a
bit of technology in today's nodern industry.

MR. WOODS: Thank you

CHAI RVAN HI LL: Thank you, sir.

MR. ONGARO  Thank you.

CHAI RVAN HI LL: At this time | would like to call four individuals: John
Brinzo, chief executive officer, Ceveland-Cdiffs, Inc; acconpani ed by Jack
Tuom , general nmanager, Hi bbing Taconite Conpany; Robert Berglund, genera
manager, Northshore M ning Conpany; and Dennis Koschak, general manager, LTV
Steel M ning Conpany.

Gent | ermen.

* * %

{BOn} TESTI MONY BY JOHN BRI NZO[ BCf f }

MR. BRINZO Thank you. Good afternoon, M. Hill and nmenbers of the
adm ni stration.

For the record, ny nane is John Brinzo, and | am chairman and CEO of
Cleveland-Cdiffs Inc., which is the | argest producer of iron ore in the United
States. W operate four nmines in Mchigan and M nnesot a.

Iron ore mining is an extrenely capital-intensive business, wth
beneficiation and pelletizing plants al one costing hundreds of mllions of
dollars. Based on the declining demand in the U S. market, conpanies such as
Cleveland-Ciffs can no longer justify mpjor investnents in our iron mnes and
equi pnent .

Iron ore denand in the United States has declined in recent years as
i mports of both seni-finished and finished steel have surged into the U S
market. Inports of sem -finished steel alone have increased from2 nillion tons
in 1990 to over 8 nmllion tons last year. This equates to approximately 11
mllion tons of iron ore pellets that are not otherw se bei ng produced and
consuned in donestic steel production

The di spl acenent of donestic integrated steel-nmaking capacity by seni -
finished steel slabs will lead to the closure of domestic iron ore capacity.
LTV Steel earlier this year closed its mne here in Hoyt Lakes, resulting in the
elimnation of 1,400 jobs. The mne closed because the |large capita
i nvestnments required to overcome cost and quality problens could not be
justified. Although LTV has contracted to replace its iron ore requirenents
from ot her domestic mines, they now propose to close blast furnace capacity and
i mport steel Iabs.

perating levels at all of Ceveland-Cdiffs' U S. operations have been
significantly reduced this year in order to bal ance production with reduced
donestic demand. These curtail ments have inpacted over 2,500 enpl oyees, wth
| ayof fs totaling as nmuch as 13 weeks for some enployees in certain m nes.



As bad as things are now, they are likely to get nmuch worse in the near
future. Gven the price of inported finished steel, nmany integrated facilities
have decided that the only way to remain conpetitive with inported finished
steel is to shut down their blast furnaces and basic oxygen furnaces and inport
extrenely lowpriced sem -finished steel. At Cleveland-Cliffs, we are extrenely
concerned that conpanies presently operating in Chapter 11 reorganization, such
as LTV and Wheel ing-Pittsburgh, as well as conpanies not in Chapter 11
reorgani zati on, such as |SPAT Inland, AK, National Steel, Bethlehem Steel, and
even U. S. Steel may decide to shut down the hot-ends of their facilities and
rely on converting inported sem -finished steel

There have al ready been reports in the press that LTV would like to supply
feedstock to its Cleveland East facility with annual purchases of 1 million tons
or nmore of inported slab. There have al so been press reports that AK Steel is
considering the shutdown of its hot-end in M ddletown, Chio, and inporting over
2 mllion tons a year of sem -finished steel

Wth other integrated producers already struggling to reduce costs to
conpete with lowpriced inports of finished steel, the need to conpete with
ot her domestic producers who are converting slab inmports will be overwhel m ng
and will likely force virtually all U S. integrated facilities to shut down and
becone sl ab converters. The result will be the shutdown of the domestic iron
ore mines and the end of viable iron ore resources and steel -nmaki ng capacity
vital to this country's defense and basic econom ¢ needs.

There are viable alternatives to watching our iron ore and steel - maki ng
capacity be shuttered in this country. Sone of the blast furnace operations
bei ng shut down, such as at the O eveland Wst facilities of LTV, could be used
to produce slabs for the commercial market. Similarly, Geneva Steel has a bl ast
furnace shut down because of a |lack of purchases by CSI and Oregon Steel, West
Coast producers who now buy inmported semni-finished steel. Donestic bl ast
furnaces, BOFs, and continuous casters cannot be used to supply other donmestic
mlls with slab as long as slab inport prices are $150 a ton from Russi a,

Ukrai ne, and China and $180 a ton from Brazil and Mexi co.

Qur long-term national economic security requires that we have a period of
relief fromthese inports so that we can focus our efforts on producing seni -
finished steel at |lower costs and nore efficiently than we do now. But no one
in the steel industry in this country wants to invest a penny in blast furnaces
and basi c oxygen furnaces because it is so nuch cheaper to inport sen-finished
steel than it is to invest in nmaking it here | ess expensively. For the sane
reasons, Cleveland-diffs can't currently justify additional investments in our
iron ore mnes.

At the present tinme, Brazilian nmills have on the drawi ng boards 9 mllion
tons of new slab capacity to be brought on over the next several years. The
mar ket targeted for this slab has got to be the United States. Russia, China,
and UWkrai ne already have an estimated 15 to 20 nmillion tons of excess slab
capacity. Europe and Asia won't consune this new Brazilian slab capacity.

Wt hout action being taken now under Section 232 or Section 201, the
United States will find itself in the future dependent on keeping the sea | anes
open with Brazil, Russia, Wkraine, China, and Australia and Japan in order to
obtain the steel that keeps our auto factories running, our can-naking
facilities going, and the steel we need to nake planes, tanks, ships that could
be necessary to win another armed conflict.

It is the governnent's first role to protect our nation's security, and
t he governnment should assume that role and preserve a viable iron ore and basic
steel industry in this country.

Thank you for the opportunity to testify today.

* *x %

{BOn} TESTI MONY BY JACK TUOM {BOFf}



MR TUOM: Good afternoon. M sane is Jack Tuonmi. |'mthe genera
manager of Hi bbing Taconite Conmpany in Hi bbing.

H bbi ng Taconite is an iron ore operation with m ning and processing
facilities |ocated near Hi bbing and Chisholm M nnesota, about 25 mles west of
here. W enploy 790 people and have a capacity of 8 nmillion tons per year of
iron ore pellets. At 8-nmillion-ton capacity, we currently have sufficient
m neral reserves to |last an additional 25 years of production. Qur nine is
owned by Bet hl ehem St eel Corporation, which owmns 70 percent; Stelco, 15 percent;
and Ceveland-diffs, 15 percent. CQur nine, although one of the nost efficient
iron ore producers in North Anmerica, we are currently shut down and goi ng
t hrough a seven-week shutdown period to adjust excess pellet inventory.

H bbi ng Taconite is a mgjor contributor to the econony of our state and
the region. W pay state and local taxes totaling $16.6 million, our annua
payroll is $52 million, and we purchase goods and services fromarea firns with
a total value of $132 million per year

In the last five years, the owners of Hibbing Taconite have invested $130
mllion in capital expenditures to nodernize their facilities and hel p reduce
our operating costs.

Qur najority owner, Bethlehem Steel, has announced that it intends to sel
its ownership in Hibbing Taconite as part of its strategy of concentrating on

its core steel business. | should also add at this point that a nei ghboring
m ne, National Steel Pellet Conpany right next door to us, has al so been put on
the market by its owner, National Steel. So we have two -- the mpjority of one

m ne and the entirety of a second nmne for sale right now on the Iron Range.
This year our property has endured a six-week shutdown which ran from
January 28 to March 11. Qur current shutdown started on June 17 and is expected
to | ast seven weeks, and we should be back up and running on August 5. In fact,

many of our enployees are in the audience here today. That's a total of 13
weeks down this quarter -- or this year, which is equivalent to a full quarter
of the year, and as a result, our operating costs are rising dramatically due to
our fixed costs. Ilron ore pellet operations are not efficient when they're
forced to shut down for periods of tine or periods of continuous production or
at reduced rates. Qur 8-nillion-ton-capacity plant this year will only produce
6.2 mllion tons.

Mai ntaining a viable iron ore operation during periods when it is
necessary to shut down fromtinme to tinme due to weak demand for our product is
very difficult. Many of our nmajor cost elements are fixed, such as electrical
power demand, enpl oyee benefits, and equi pnrent | ease paynments. Those
expendi tures go on whether you're operating or not. These costs result in a very
expensi ve product for the period of production, as the fixed costs incurred
during the shutdown periods are averaged into the actual cost of production
during the remai nder of the year.

The tremendously difficult econom c situation we find ourselves in
threatens our very existence. Unfairly traded seni-finished steel inports or
slabs are elinmnating the need for donmestic iron units like iron ore pellets.

We are forced to shut down, reduce production levels, and elinmnate jobs in the
i nterest of reducing costs, all of this while our energy costs have skyrocketed
over the past year.

| mports of sem -finished steel account for one-third of the growth in
steel inports since 1997, and it is widely recognized that as our dependence on
i mported slabs grows, our status as a steel-producing nation dininishes. W are
a nation becomnmi ng nore and nore dependent on inported slabs, a great deal of
which is conming fromnations that we certainly cannot rely on in a nationa
energency, such as China, Russia, and the Ukraine.

The financial hardship facing our donestic iron ore and steel industries
and the potential for further downsizing and elimnation of capacity is a direct
threat to our future as a world power. W have seen the inpact oil-rich nations



have had on the economy of this country in terns of the price and availability
of petrol eum products. |f OPEC should have taught us just one thing, it is that
it is not in our best interests to be dependent on other nations for critica
commdi ti es.

Thank you.

* k%

{BOn} TESTI MONY BY ROBERT BERGLUND{BOCf f}

MR. BERGLUND: Good afternoon. |'m Bob Berglund, the general manager of

Nort hshore M ni ng Comnpany.

Nort hshore M ning, which originally operated as Reserve M ning Conpany,
was the first taconite mning and processing facility in North Anerica when it
opened in 1955. Iron ore pellet production peaked at Reserving M ning Conpany
at 11 mllion tons annually before economic conditions in iron ore and stee
forced a closure of the property in 1986.

Cyprus M nerals Conpany acquired the property and reopened it in 1989 at a
reduced capacity. Ceveland-diffs purchased the property from Cyprus in 1994,

Today our facility has a rated annual capacity of 4.3 nmillion tons and
sufficient mneral reserves to operate for over 80 years, should econonic
conditions in the industry permit. W have a total of 516 enpl oyees and an
annual enpl oynment cost of $35 million. W purchase goods and services val ued at
$80 mllion annually and pay state and local taxes that total $8.1 mllion

Nort hshore M ning has shut down an indurating furnace this year to adjust
our iron ore pellet inventory. This reduction will amount to about 700, 000
t ons.

Wthin the last five years we have nmde great strides toward keeping our
Nort hshore property conpetitive in the raw materials marketplace. A total of
$35 nmillion has been spent on addi ng new technol ogy and equi pnent in an effort
to secure our future and the future of our enpl oyees; however, we are no match
for the unfairly traded sem -finished steel that is flooding the steel markets
and t hreatening our existence.

As | was thinking about how Northshore has been downsized, it caused ne to
do a little research on the basic makeup of the United States iron mning

i ndustry. Wat | found when | |ooked back about 20 years was an industry that
had the capacity to produce about 90 nmillion tons of iron ore pellets annually.
You'll recall that the early and mi d-1980s was a very difficult tine for

the U S. steel-nmakers and iron ore industries. At that tine, inports were
identified as a mpjor problem and voluntary restraints were inplenmented by the
Reagan Administration. The steel industry used that opportunity to nodernize
facilities and close inefficient capacities. A nunber of iron ore nines were
al so closed, and we saw the capacity to produce pellets drop considerably.

By the year 2000, U. S. pellet capacity dropped to about 61 mllion tons,
about a one-third reduction fromthe early 1980s. Wth the closing of LTV Stee

M ni ng Conpany, donestic capacity will drop further, to about 53 mllion tons.
| urge you to take action to preserve the future of the U S. steel -nmakers
and iron mning industries. | believe it is clearly in our national interest

and in the interests of the tens of thousands of men and wonen who attend the
bl ast furnaces and nmine the iron ore that hel p supply American needs.

Thank you.
{BOn} TESTI MONY BY DENNI S KOSCHAK{ BOf f }
MR. KOSCHAK: Good afternoon. M nane is Dennis Koschak. |'m genera

manager of LTV Steel M ning Conpany. Thank you for the opportunity to testify
at this very inportant hearing.

LTV Steel M ning Conpany's mine and processing facility are located in
Hoyt Lakes, M nnesota. |In May of last year, LTV Steel announced that it would
permanently close this mine. While there were nultiple factors involved in this
decision, it is clear this operation may have been the first of nany casualties



fromthe flood of steel inports that have devastated the Anerican steel industry
for the past three years.

LTV Steel M ning Conpany had the capacity to produce 7.5 million tons of
iron ore pellets annually. There were sufficient mneral reserves to |ast an
additional 50 years. A mmjor capital investnent to nodernize the pellet plant

was needed to bring the facility up to industry standards. |If the stee
i ndustry was not severely weakened as a result of unfairly traded and subsidi zed
steel inmports, perhaps that investnent would have been nade. |Instead, a

deci si on was nade to close the mine, and now 1,400 people are out of work.

The United States has reduced its capacity to produce iron ore pellets by
7.5 mllion tons.

LTV Steel M ning Conpany had operated continuously since its start-up in
1957, crushing over 1 billion tons of ore and producing just |less than 329
mllion tons of iron ore products. 329 nmillion tons of iron ore equates to a
huge anount of steel, nmore than 250 nillion tons to be exact.

That steel hel ped create and erect countless skyscrapers, laid mles of
pipe to carry all kinds of utilities, and manufactured hundreds of thousands of
aut onobi | es and appliances. | can't tell you how many jobs were dependent on
the machi ne tools made from steel used by Anerican manufacturing conpani es and
how t hat many tanks, arnored vehicles, and vessels were built to hel p defend
this country, but | know the nunbers were significant.

When operating, LTV Steel Mning Conpany paid over $17 mllion dollars
annually in state and | ocal taxes and an annual payroll of over $50 mllion and
pur chased goods and services amounting to $190 nmillion annually. During the
past five years, $76 mllion in capital inprovenents were nmade to this property
in an all-out effort to keep us conpetitive

As you exam ne the issue of national security as it relates to our
i ndustry, | believe it is critically inportant for you and everyone to
understand that once a mine closes or a steel mll blast furnace shuts down,
those facilities will not be available to nmeet future needs in event of a
nati onal energency. The closing of this operation presents a good exanpl e of
why that's true.

As a | eader of the free world and in the interest of our own defense, | do
not think there is any question that we need the viable donmestic iron ore and
steel industry. The future of this industry is very nuch threatened by unfairly
traded and subsi di zed i nports.

| urge you to take action through the authority granted in our Section 232
to prevent the United States steel and iron ore nining industries from being
destroyed by these steel inports.

Thank you.

* * *

CHAI RVAN HI LL: M. Brinzo, in your testinony here today, you tal ked about
reduced donestic demand, and we are focused on inmports and the effect inports
have on our national security needs; however, to naybe round out the picture for
us, are there other issues affecting your industry that you would like us to
know about or that you're aware of at this tinme that also contribute to reduced
donesti ¢ demand?

MR BRINZO M. Hill, the overwhel mi ng econonic inpact on reduced
donmestic demand is the inmportation of steel, both finished and seni-finished
steel. There is no one issue that is a greater threat to our business, to the
steel industry in the United States, than the inport threat, and that is
happeni ng just at every turn, and one has only to -- can follow the papers and
see what is going on in the country with foreign steel conpanies who are maki ng
investnments in certain finishing facilities in this country. The designed
purpose of all of that is to bring in nore sem -finished steel, finish that into
finished steel, put nore pressure on U S. steel producers, as well as put
pressures on iron ore mnes at the same tinme. That is the single biggest issue.



O her than that, we in the steel industry constantly are facing right now
in the last year much higher costs as a result of energy costs. Qur natural gas
energy prices quadrupled going from 2000 to 2001. They've eased recently, but
it's been very high. The steel industry has coped with this same issue. The
conbi nation of inmports and higher energy prices has taken quite a toll on it.

I will say also the inpact of currency exchange rates have played a very
significant effect in this latest increase in seni-finished steel. Al one has
to do is witness what's happened to sonme mgjor countries such as Brazil, which
in 1999 deval ued their currency by 50 percent versus U S. currency. They becane
much nore conpetitive in this country. The result of the strong dollar in this
country has really hurt the basic industry.

CHAI RVAN HI LL: Thank you. That's very hel pful

O her questions fromthe panel ?

MR. VACCARO. Wbuld you discuss for us a brief overview of what would be
the hurdles to resune operation right now at the LTV facility? Now that it's
been shut down eight nonths, if a decision were made to resune operations there,
can you give us an idea what type of -- what hurdles you woul d have and if you
could give us any information about regarding the care and nai ntenance that's
currently being provided for this facility.

MR. KOSCHAK: If a decision was nmade today to restart the plant, | would
estimate that it would take at | east six nonths to reactivate the facility. The
nm nes thenmsel ves are rapidly filling with water, and it would take much tinme to

dewat er the m nes.

The facility would have to have gone through all the water systens, al
the electrical systens. By that tine, it would be at |east six nonths, and you
woul d be into Mnnesota winter, and that would be a challenge in itself to start
the plant fromwhere it is today.

When we shut the plant down, the plant was shut down in conpliance with
M nnesota rule, Mnnesota law. All the facilities have been protected.
Everyt hi ng has been noth-balled accordingly so that none of the piping, none of
the infrastructure was put in jeopardy.

MR. KIRK: How rmuch of your haul age trucks and so on do you still have
there, or have nost of them been turned back in to the | easing conmpani es?

MR KOSCHAK: All of the leases -- all of the trucks and shovels were
| eased, and as | understand it, the | eases have been cancel ed and some of the
| easehol ders have gone in and taken out their trucks. W've lost three or four
trucks, a few dozers, and a few |oaders. Al of the shovels are still on the
site.

MR. KIRK: How long would it take you to get that kind of equi pnent back?

MR. KOSCHAK: Typically fromthe date of order, | would say a m ni nrum of
t hree nont hs. Probably, depending upon the denmand, it could be six nonths before
you could get a truck on the property.

CHAI RVAN HI LL:  Anot her issue we've heard from ot her witnesses, including
one that | thought was a renarkabl e presentation by Samantha Gippe, on the

availability of talent for the mnes. |If we were able to find a solution and we
could overcone the layoffs and shutdowns and the closures, do you as a group --
and anyone feel free to answer this -- feel that is there is a ready pool of

talent available for the next 10, 20 years to neet the needs of the mning
i ndustry here?

Let me lead you a little further domm. |I'mtrying to ask: W look at the
picture and we | ook at renmedies. W have to | ook at situations that support
t hose renedies, and we need to also say -- we need to put in sone renedies for
training and increase opportunities, such as fromwhat we've heard from sone of
the previous presenters. | would like to get kind of a picture of your opinion
of that.

MR. BRINZO | think the basic question was going forward, the

availability of the workforce, the skills. Ws that the question?



CHAI RVAN HI LL:  Yes.

MR. BRINZO | think the Range both in M nnesota and M chigan has a
remar kabl e hi story of devel opi ng people and utilizing, which | think you' ve
heard before, a very highly talented and dedicated work force. W' ve been
successful in doing that in the past, and | think we can be successful in doing
that in the future. That will happen, though, only if people perceive that
there is an attractive and viable industry to go into.

Every day | hear of circunstances where people are leaving this industry
and going to work in other mning industries because of a concern for what m ght
happen to the U S. steel industry. | think it's not so much an issue of the
conpani es being able to train and develop talent as it is the econonmc viability
of the steel business and the industries to serve them That would be an issue.

MR. THOWPSON: Could you tal k about |egacy costs and the inpact of those
on your activities? | knowin the larger steel industries, |egacy costs |like
environnental issues and the ratio of retirees to current workers, things like
that. Could you tal k about that?

MR. TUOM : Post-enpl oyment benefit costs are quite significant. 1'mjust
trying to think. At our mne --
MR. BRINZO | can just tell you, in our conpany we have roughly one-plus

retiree for every active enployee would be the ratio. That's only going to
grow. Qur benefit plans allow people to opt out for early retirenment with 30
years of service to proceed in progression in the nunber of people electing for
early retirenent. That is bound to increase the |evel of exposure. | might add
that while we have that ratio, many steel conpanies in the United States have
nmuch higher ratios of retirees to active enployees, and it's a very big problem
for certain conpani es, which happen to be the conpanies that run blast furnaces,
whi ch are the basic custonmers of our industry.

MR. THOWPSON: For the mne conpanies, is that considered a significant
cost?

MR BRINZO It's a significant cost. | think all of our benefit plans,
be that either for actives, be that for retirees, is a very significant portion
and | think we have sone of the finest benefit plans in the country.

MR. THOWPSON: CGoing on to other economnmic areas, discussions were nade
about inports of seni-finished slab being $150 a ton, $180 a ton, and taconite
for roughly $132 a ton. At what |evel does it have to go down to, to be
conpetitive or what level do the inport slabs have to go up to for the iron ore
to be conpetitive?

MR. BRINZO Well, | think we're going to have a couple gentlemen who are
going to address the cost of the slabs, coming after us. M understandi ng,

t hough, is donestically-produced slabs would be at sone 20, 30, 40 dollar
prem um for $180 that you heard fromBrazil, and that's fundanmentally all based
on the ore costs that these conpanies are receiving today. M/ guess is that in
order to be conpetitive at those lower slab costs, we would have to find iron
ore costs that would be one-third | ower than what we're dealing wth today.

MR. BOTWN. Let's go back to the LTV case, where you're saying that six
nonths or so you could probably today reopen the nine. Let's fast-forward five
years from now and assune some of your neighbors disappear as well. How |l ong or
could you really reopen the mne and still have this infrastructure in the
wor kforce, in, you know, all the related pieces that are needed to make this
wor k?

MR. KOSCHAK: Five years fromnow it would be very difficult, if not
i npossible, to start the mne as it exists today or the facilities. Al of your
electrical infrastructure would have deteriorated so that it all would have to

be replaced. |In an existing facility, that would be a very, very chall enging
task at best. So | would say a five-year wi ndow, the w ndow is closed.
MR BRINZO | wonder if | could | address that point as well.

CHAI RVAN HI LL: Pl ease



MR. BRINZO That question |'ve heard asked a fewtines this norning in
terns of the expenses of the cost to bring back a mne, the time it would take
to bring back a mne. There is no question it would take time and it would take
many nillions of dollars, but there is a lot of ingenuity and a | ot of
creativity on the Range, and that could probably be done.

The bigger issue, however, is that if an iron nmne closes, it's closing
because its customers have disappeared. |Its custonmers are basically 40-plus
produci ng bl ast furnaces in North America. The key is not so rmuch can these
nm nes reopen, but can the custoners reopen

If the mines are closed, it will be that blast furnaces have closed. Once

a blast furnace is closed, it will not cone back. | would Iike to be proven
wrong, but in my experience, | cannot think of one blast furnace that's been
closed that's ever conme back. So if a blast furnace is closed -- and why woul d

they cl ose, because of inportation of sem -finished steel, which will cause
steel manufacturers to stop produci ng sl abs. Wen that happens and furnaces
close, nines will close; not because they can't, but because the custoners have
gone awvay.

CHAI RVAN HI LL: Okay. Thank you very nuch, gentl emen.

At this tinmne | would like to call Edward Cai ne, president and chi ef
executive officer of WO Steel

Wl cone, sir.

* * %

{BOn} TESTI MONY BY EDWARD CAIl NE{ BOr f}

MR. CAINE: Thank you, Directors. Thank you, menbers of the conmunity.

My nane, for the record, is Ed Caine. |'m president and CEO of WC Steel
a fully-integrated steel producer |ocated in Warren, Chio.

There have been many facts given today for virtually everything | can
thi nk of, but we've missed one large group, and | want to thank you for having
the neeting here where we are, because you've given ne the opportunity to visit
nmy major supplier and to talk with sone of the m ners who produce the product
that we consunme in our plant. And | want to thank themfor their efforts and
for the quality that they supply us to allow us to be conpetitive in the
mar ket pl ace.

100 percent of the product that we use in our blast furnace of our iron
product cones fromthe state of M nnesota, 100 percent of the product in our
bl ast furnace comes from Aneri can producers, and we do not either consune any
foreign slabs or convert foreign slabs for anyone el se.

WCl is an integrated steel facility. W utilize iron ore and coke in
bl ast furnaces and basi c oxygen furnaces to produce steel. W have 2,000
enpl oyees. If | was here before you three years ago, | would have said 2,400
enpl oyees, but we are currently operating at about 80 percent of capacity.

We manufacture hot-rolled sheet, cold-rolled sheet, galvanized sheet, and
non-grain oriented electrical sheet steels. Mich of our production is in very
hi ghly specialized high carbon, alloy, high strength and el ectrical steels.
While the overall majority of our sales are to distributors and converters, we
are certain that given the nature of our products, a portion of these products
are incorporated into mlitary and arnored vehicl es and equi prent.

Qur conpany is located in the heart of the Mdwest. A trenmendous anount
of steel consunption in the United States is within a 500-mle radius of our
plant. There are al so nunerous other integrated facilities |ocated in our area.
Unfortunately, two of my neighbors and two major facilities, the LTV-O evel and
West Works, with a 4-million annual ton capacity, and Weeling-Pitt Steel, with
an annual capacity of 3 million tons, are currently operating in Chapter 11
Moreover, Weirton Steel, our neighbor to the south, with a capacity of 3.2
mllion tons, is in serious financial difficulty, with its stock selling at |ess
than $1 a share.



I amvery concerned that the donestic steel industry faces a serious

turning point. The purchase of the rolling mll assets of distressed U S.
producers for the use as a conduit for inported slabs to replace and displ ace
U S. production nmerely hei ghtens the danger that the United States will lose its

hot - end capacity.

WCl does not oppose foreign ownership of U S steel-rolling mlls;
however, the recently-announced purchase of the Heartland facility rolling mll
by CSN and their announced intention to feed this facility with slabs from
Brazil to be converted to hot roll in the United States is very, very troubling.

It's very clear to our conpany that the shutdown of hot-end and the
repl acenent with inported slabs at either LTV-C eveland or Wheeling-Pitt woul d
likely result in a domno effect of all the integrated facilities, resulting in
furnace shutdowns and desperate efforts by all of us to remain conpetitive
t hr ough conversi on.

We have already seen this occur three years ago at the snmllest producer
in our area, the forner Sharon Steel in Sharon, Pennsylvania, |ocated only 30
mles to the east of our mill. The rolling assets were taken over by Duferco-
Farrell, which is a Sw ss-owned conpany, which is now a converter of
approxinmately 1 mllion annual tons of foreign slabs.

We know and believe that nmuch of this slab consunption comes fromnills at
the fornmer Soviet Union. Their entry into the market has created a dranmatic
price effect; however, the volune effect hasn't yet been as dramatic because of
their size.

The total production at Sharon Steel is approxi mately equivalent to one
maj or blast furnace in the United States. As | said, the effect on the price
has al ready been very, very devastating. The effect on the volunme, however,
woul d be nore and nost devastating if these repercussi ons woul d ever occur at
LTV-O evel and or Weeling-Pitt foll owed the sanme path.

G ven that the integrated producers in this region account for
approxi nately one quarter to one-third of the total iron ore consunption in the
United States, the repercussions to the iron ore industry would truly be
devast at i ng.

| can say unequivocally that WCI Steel would Iike to continue business as
an integrated facility, providing our custoners with high-quality steel products
at a reasonable cost. W do not want to be a converter of foreign slabs;
however, we may be forced to, to elininate sone of our production so that we can
become conpetitive in the narketpl ace.

The lack of wisdomin pernmitting the United States to be conpletely
dependent on foreign steel slabs in the production of steel products should be

obvious. Indeed, there is no difference between being dependent on foreign
steel slabs and bei ng dependent on foreign steel. The United States cannot be a
great power without a steel industry. Indeed, in the event of a major conflict,

t he absence of blast furnace production capability would severely conproni se
U S. national security.

The United States needs to maintain a secure flow of vital materials such
as steel. In this regard, it is inportant to recognize that many of the foreign
suppliers of slabs are also conpetitors in the U S. in finished steel products.

It's obvious that at some point in tine, these foreign producers could
easily cone to believe that it would be nore advantageous to their econonic
position to reduce slab exports to the United States in order to supply further
finished products. But this outconme is only possible if the U S. governnment
pernmits the United States to beconme dependent on inported sl abs.

For all of the above reasons, WC urges the Departnent of Conmmerce and the
Department of Defense to reconmend a ceiling at a reduction fromthe current
high I evels of sem -finished steel inports into the United States.

Thank you for the opportunity to testify.



MR KIRK: Sir, you're saying in the future you may be forced to use slab
i nstead of iron ore fromhere.

MR. CAINE: Yes, sir. Currently a portion of the business we had as
recently as a year ago has been di splaced by production fromforeign slabs at
the Sharon facility, and we have been forced to beconme conpetitive if we want to
keep our good custoners. Mostly in that area, these are tube nanufacturers, and
the price of that product has dropped over $100 a ton within the last six to
seven nont hs, taking the total cost of production -- or excuse ne, the total
val ue and cost at bel ow our production cost. So at sone point intine we're
going to have to nake the decision to not subsidize that industry, if you want
to call it subsidization, and we, too, will have to buy the foreign slabs in
order to provide the same quality of delivery and service. |It's purely an
econom ¢ issue.

MR. BOTWN. Do you have any exanpl es today of countries trying to do this
bait-and-switch with the slab and going to finished steel?

MR. CAINE: Country swapping? One of the exanples | can give is in the
silicone steels, there was a trade case in a grain-oriented silicone steel which
was ruled favorably to the industry, and what we found was that the countries
who were shipping in the grain-oriented just flip-flopped and switched to
nongrai n-oriented and the different countries bal ancing each other. The tota
imports didn't change. It was just what type of steel was brought in.

CHAI RVAN HI LL: Okay. Thank you, sir.

MR. CAINE: Thank you very much.

CHAI RVAN HILL: At this time | would like to ask Keith Busse, president
and CEO of Steel Dynamics, to testify.

* * *

{BOn} TESTI MONY BY KEI TH BUSSE{ BCf f }

MR. BUSSE: CGood afternoon, M. Hill and distinguished nembers of the

panel .

For the record, ny nane is Keith Busse. | am president and CEO of Stee
Dynami cs, Incorporated. Steel Dynanmics is based in Fort Wayne, Indiana, and we
have a green field continuous thin slab cast electric furnace mni-mll that

produces hot-rolled, cold-rolled, and gal vani zed sheet steels in Butler
Indiana. The m |l has an annual capacity of 2.2 million tons of flat-rolled
st eel .

We presently have under construction a sections and rail mll in Witley
County in the state of Indiana.

Finally, the conpany has a subsidiary, Iron Dynamics, which produces
liquid pig iron fromiron ore fines which we use as a feedstock in addition to
scrap in our mini-mll. The source of this ironis a nine in Canada. The use
of pig iron by our conpany, in addition to scrap, enables us to produce products
with better nmetallurgical chenmistries than if we used only scrap

Qur country believes that the nmassive surge of slab inmports at extrenely
low prices into the U S. market has seriously injured both the integrated and
mni-nll segnents of the industry and has retarded further growh of mini-mill
capacity and the necessary investnent in better hot-ends by the integrated
segnent of the industry.

If these present trends continue as you've heard in previous testinony,
facilities such as Gulf States Steel, LTV-O evel and, AK M ddl et own, | SPAT Inland
Chicago will followthe likes of the former Kaiser Steel, Sharon Steel, and the
present Oregon Steel from being producing facilities to steel-converting
facilities. Because many of these slabs are being inmported at prices even |ess
than the cost of the nost efficient mini-nmlls, as slab conversion grows, the
death spiral of mll closures accel erates, naking our overall econony nore
dependent on inported steel

It is also critical for the governnent to understand the present
l[imtations of mini-mlIl flat-rolled steel production in serving the defense and



ot her key econonic sectors of the econony and the role that seni-finished stee
i mports are having in curbing the expansion of nmini-nill product offerings.

First, the oldest mini-mll thin slab cast production facility was built
in Ctawmfordsville, Indiana, and is only 12 years old. The latest mni-mll
flat-rolled plant built was conpleted by I PSCO earlier this year, and Ms. Parker
fromthat conpany will be testifying today.

First, mini-mlls, including SDI, have focused their product size range on
the | argest segnments of the flat-rolled demand in the United States. These
segnments are focused on |ighter gauged and stronger steels in order to reduce
cost. Only the traditional integrated mlls make the heavi er gauged products
preferred by the military for the production of tanks, ships, arnored vehicles,
and other military equiprent.

Because this is a small segment of the market and only integrated nmills
are able to fill that mlitary denand, you nust decide whether it makes sense
froma national security perspective to have the production of those products
dependent on the inportation of foreign slabs.

Second, somewhat nore than a third of the total U S. market for flat-
rolled steel is consuned in applications for the production of vehicles -- that
woul d cars, trucks, or SUVs -- or for the production of food and beverage cans,
that require nmetallurgical drawing and coated surface properties that cannot
currently be supplied by the mini-mll segnent of the industry.

SDI's use of solid pig iron and/or liquid iron fromlron Dynam cs has
allowed us to obtain contracts for sonme direct sales to the auto industry as
wel | as other chemistry-sensitive industries. Nevertheless, ours and the rest of

the mni-mll industry's capabilities to supply this approximtely 20-mllion-
ton annual demand is still very limted.

In addition, to the best of my know edge, there are no mini-mll suppliers
of tin mll products for can production

G ven ny consi derabl e experience in devel opi ng new technol ogi es for the
steel industry, | amconfident that we night be able to nake trenendous strides

in supplying these nmarkets if we can utilize vacuum degassi ng technol ogi es
conjunctively with new coating technologies in our mlls. However, how can |
justify the expenditures of $20 to $30 million on vacuum ng degassi ng equi pnent
in SDI's present or future mlls if conpetitors in the fornerly integrated
sector are obtaining vacuuned degassed slabs frommlls abroad at costs
significantly |l ess than our cost of production? That is a critical point here.
Increasing inports of carbon slab threatens the viability of the entire
i ndustry, both mini-mll and integrated producers.

Even new nmini-mlls, such as Trico Steel in Al abanma, have been shut down
in the face of the volune and pricing of sem -finished and finished steels into

the U S. nmarket. |If |left unchecked, then within a very short period of tine our
nati onal defense requirenments as well as those of other essential parts of our
econormy, such as vehicle production, can naking, and others, will be conpletely

dependent on a continuous flow of seni-finished steel inports to be converted in
the United States.

We nust have the flow of these inports stopped at current |evels in order
to di ssuade several additional major mlls fromshutting down their steel-naking
plants in order to join the ranks of converters of seni-finished steel. This is
necessary in order to allow continued expansion of new | ow cost capacity by
mni-nlls and the investnent by the integrated facilities in their steel-making
ends in order to reduce their costs.

Thank you for the opportunity to testify here today, and | woul d be happy
to answer any questions.

MR. VACCARO. Can you elaborate a little more on the work that your Iron
Dynanmics -- what type of -- how the technology is devel oped and how t hat coul d
be applicable in the future? Your prepared statenent in April, you noted you



have sone problens setting it up. How do you see this on the horizon? Wat ki nd
of market is potentially out there?

MR. BUSSE: | think it's going to pan out very, very well. Being the
first of its kind and taking |longer to pioneer than is contenplated, certain of
our industry costs, our capital costs, are higher than we had contenpl at ed.
think froma technol ogy perspective, we've reached the nei ghborhood where we're
operating at about two-thirds of its regular capacity. Right now the economnics
of that facility are not good given the state of the marketplace and the cost of
scrap, which has fallen in the face of a saggi ng econony and oversupply by
others in our marketplace today.

So when you |l ook at the cost of converting iron ore fines to liquid pig
iron, it is nore unecononical today for us today to utilize than it would be for
the | ow cost price of scrap

MR. VACCARO. You said in your testinmony right now you're using iron ore
from Canadian nines. |Is there a reason? |s there any m neral ogi cal or content
di fference that would not allow you to use ore nmined in Mnnesota or M chi gan?

MR BUSSE: | think initially it was believed that the hauling or type of
ore being utilized fromthe Canadian facility would give us a greater chance to
achi eve success. | don't think that's a critical conponent on a going-forward
basis. | think we could use ore fromthe Range.

MR. THOWPSON: |'mrem nded by your comments that there are many different
types or qualities of steel. Can you talk about how foreign inports -- and this
m ght be a chall engi ng question -- how foreign inmports are affecting various
segnments of steel?

MR. BUSSE: | think when you | ook at certain special chenistry grades of

steel, they're not as prevalent in the marketplace today, especially froma
vol unme and tim ng-of-delivery perspective; but nonethel ess, the nmarket becones

flooded with the nore generic steels, the vanilla steels, if you will. There
becomes an oversupply problemin the industry which forces denand to fall, and
as demand falls, the industry suffers. |In the case of specialty grades

of fshore, of course | think it's alittle nore difficult and it's not as big a
mar ket .

MR. THOWPSON: Thank you.

MR. BOTWN. | actually have a question for Jimof the Defense Departnent.

The statenent here about the defense becon ng dependent on slab if trends
continue and if this testinony is correct and if our mini-mlls are inporting or
bei ng af fected by slab, have we factored this into our review process? Does
this add problenms, concerns to the defense departnment decision?

MR WOODS: First, | would like to note that I'"'mhere to listen; but to
address your particular conment, the Departnent of Defense is required by lawto
procure arnor plate, for exanple, for ships and tanks from donestic sources.
That means nelted and rolled in the U S, and so those products are produced in
the United States.

MR. BOTWN. Ckay. Thank you

CHAI RVAN HILL: At this tine | would like to welcone to the witness table
Ms. Anne Parker, vice president of trade policy and comunications, |PSCO
Enterpri ses.

* * %

{BOn} TESTI MONY BY ANNE PARKER{ BCf f}

M5. PARKER: Good afternoon. For the record, | amtestifying on behalf of
| PSCO and all of its U'S. production subsidiaries this afternoon

IPSCOis a major electric furnace mini-mll producer of flat-rolled steel
i ncludi ng carbon plate and hot-rolled sheet, and pi pe and tube products
primarily for the energy industry. The conpany has over a thousand enpl oyees
and seven different facilities in the United States.

The majority of our steel production is now located in the United States.
This includes two steel nmills, one in Montpelier, lowa, and a second j ust



starting up in Mbile, Al abana, as well as pipe mlls located in Cananche, |owa;
Geneva, Nebraska; and Blytheville, Arkansas. The conpany al so operates cut-to-
| ength processing lines in St. Paul, M nnesota, and Houston, Texas.

In total, IPSCOs investnent in the United States steel industry in the
past decade exceeds a billion dollars. W believe we are one of the | owest-cost
producers in both the United States and in the world in each of our product
lines.

| PSCO strongly believes that while it does not produce a broad range of
product that is directly for the mlitary, |PSCO does manufacture a w de range
of products that are essential to Anerica's econonic security. Thus, the
continued viability of U S. steel producers, both mni-mll as well as
i ntegrated producers, is critical to the national security of the United States.

The single greatest threat to the success of | PSCO and other mini-mlls,
as well as the remaining integrated industry, is the surge in inports of seni-
finished steel to be converted by rolling mills in the United States, rolling
mlls which had previously used steel produced internally. Inports of these
sem -fini shed products have grown fromless than 1 mllion tons 20 years ago to
8.5 mllion tons |ast year and could easily double again in the next four years.

The infrastructure of the United States is built and maintained with
steel. Moreover, the power of the United States resides largely in its econonic
and industrial strength. The inportance of steel is obvious even to snal
countries that seemconpelled to build steel mlls regardless of the |lack of a
hone nmarket demand. Unable to support even a single steel mll by thenselves,
they build one anyway to foster their econom c strength, planning to export nost
of their production. O course, nediumand |arge industrial nations -- the EU
Japan, Korea, and Thailand, for exanple -- also naintain surplus steel-naking
capacity.

Only in Anerica does demand outstrip domestic capacity. Neverthel ess,
even though steel usage continued to growin the United States until 2001, the
percentage of the U S. narket supplied by inmports has grown nuch faster

Since 1983, steel consunption in the United States has risen by 70
percent, whereas inports have grown by 121 percent. The U. S. industry
efficiently produces high-quality products, but conpetitive forces do not define
the market. Rather, the industry has been seriously injured by waves of inports
flooding the U S market for reasons entirely outside of the econom es of steel
production. What recovery Asia is currently experiencing is the result of
i ncreased export activity, not an increase in demand in Asian home narkets.

If we wish to protect ourselves agai nst the massive econom ¢ consequences
of longer-term steel shortages, we nust ensure that we nmmintain a viable
donestic steel industry. This does not nmean that we nmust protect inefficient
producers, but that the United States should not |et higher cost foreign
producers force nore conpetitive U S. producers out of business. W drastically
need government policies that permt a strong, conpetitive domestic market but
precl ude our efficient donmestic producers by being choked to death by foreign
st eel .

On behal f of IPSCO, its enployees, and the North Anerican steel industry,
| strongly urge the Departnent of Commerce to institute a cap at current |evels
on sem -finished steel to protect the national and econonmic security of the
United States and to prevent it frombeconm ng a pre-industrial country that
| acks a manufacturing base.

Thank you for the opportunity to testify.

CHAI RMAN HILL: In several of the witten comrents that we've received at
t he Departnment of Commrerce, we're being urged to reconmend to the Secretary and
in turn that he recomend to the President that we cap inports of sem -finished
steel at the current levels. Do you think that's going far enough? WII that
do the job? WII that save the taconite nining range?



M5. PARKER. | don't know that it would. | think that there are certainly
i ssues today with the levels that are coming in. W are seeing some of these
setbacks. But it would certainly prevent, into the future, the consideration of
sone of the integrated mlls to convert sone of these nills and woul d instead
encourage themto increase the efficiency of the existing mlls; and with the
i ncreased efficiency, perhaps it would be sufficient.

CHAI RVMAN HI LL: Any other questions?

MR. THOWPSON: Actually, | would like to followup a little bit. | noted
in your submittal -- although you don't supply the Departnent of Defense with
any products, | wanted to follow up again on M. Botwin's question, and | have

the privilege of a little more tinme. And one of the areas |I'mstruggling with
is how that there again, steel is not a nonolith and that some steels are easier
to produce than others and sone are nore sacred to national security issues.

And | would ask this to other individuals as they cone forward. Do you have any
insight as to what areas are nore threatened by inports or nore -- there is a
greater conpetition frominports than others? |Is it pipe, for exanple, or is it
planes or is it |low grades of steel or low quality, or is it across the

spect runf

M5. PARKER. | think to a great degree it's a matter of shifting between
the different product lines and that there are certain products that are
necessary for the defense industry, nuch of which are the very thick products
that we don't necessarily produce; but there could be novenent fromthe stee
i ndustry into these products rather than necessarily the foreign products
conpeting directly.

MR. THOWPSON: Thank you

CHAI RVMAN HI LL: Thank you, Ms. Parker

At this tinme | would Iike to call Janmes English, secretary-treasurer of
the United Steelwrkers of America.

* * *

{BOn} TESTI MONY BY JAMES ENGLI SH{ BOr f }

MR ENGLI SH: Good afternoon, nmenbers of the administration. Wth nme is
David Foster, who is the director of Steelworkers District 11. He is schedul ed
to speak after I am If it's okay with you, we would like to each do our
presentation and then take questions together. Hopefully that will also reduce
a certain amount of repetition in the statenents that we have.

CHAI RMAN HI LL: Pl ease

MR. ENG.ISH: First, | would like to thank you for conming to Virginia,

M nnesota. | think it's very inportant for you to be here to -- in order to
have access to nmany of our nenbers and nenbers of the comunity here in Virginia
and in the surrounding Iron Ore Range.

The steel workers represent approximately 94 percent of the workers in the
iron ore industry in the United States and Canada and the vast majority of the
sem -finished steel workers in the United States. That converts to about 6,500
iron ore workers in nine U S. mines and about 50,000 sem -finished steelwrkers
in 8 mlls.

The steel industry is in serious crisis, and it is not an exaggeration to
say that unless sonmething is done about it, that crisis could |l ead the stee
i ndustry to becone termnal

Since 19 -- the middle of 1997, approxinmately 25,000 jobs have been | ost
in the steel industry, pernanently. N neteen conpani es have gone into
bankruptcy, and five of those conpani es have converted from Chapter 11 to
Chapter 7. Therefore, those compani es and the nunber of cases of blast furnaces
associ ated with those conpani es have been shut down permanently.

Since Septenmber of 2000, 9 million tons of steel capacity has been | ost as
a result of these bankruptcies and shutdowns. That capacity equates to
approxi nately the size of the production capacity of U S. Steel



Currently the United States can only produce about 80 percent of its
donmestic needs in the steel area. Blast furnaces are being closed continuously,
and those bl ast furnaces are being closed not only by nills that are being --
goi ng into bankruptcy and |iquidation, but also, as you' ve heard fromearlier
speakers, by integrated steel conmpanies who continue to exist but have deci ded
because of the cost of production that it is cheaper for themto buy seni-
finished steel slabs and convert them The result of that is that many of those
bl ast furnaces are going belly-up as well

More inportant than that, that 80 percent capacity figure is just bound to
continue to go down unless and until sonething is done to reverse the trend or

at least to stop the trend. |In the case of seni-finished steel, the inports
that have been referred to up until 1984 had only been a little bit less than a
mllion tons a year. By 1993, that inport figure had risen to 5 nillion tons a

year. For 1999 and 2000, we're now at 8.6 mllion tons a year, and by the year
2003 it's projected, if current trends continue, that the inports of sem -
finished steel will go over 10 million tons.

Dave Foster will address in a few mnutes the specific inmpact that that
has had in terms of iron ore workers here in the Iron Ore Range and al so wl|l
address the question of what neasures we think need to be taken in order to
counteract that.

VWhat | would like to do is spend a few minutes of ny remaining time in
attenpting to suggest to you that the crisis that exists in steel is a crisis
that is a national security problemas well

First, it's a national security crisis because of the fact that it
endangers our future defense ability to produce a defense arsenal. You' ve heard
much nentioned of the ships and the tanks and the airplanes and the arnored
personnel carriers, the jeeps and trucks and ammunition that's made from steel
that requires steel that the integrated steel conpany makes; and as our capacity
reduces, our ability to produce that in tinme of crisis |ikew se reduces.

But equally as inportant, even if we were to turn our full attention to
produci ng that and neking sure that those needs were net, we face a situation
where the rest of the needs of the national econony suffer, and suffer severely.
The -- and the longer this goes on, the greater that will be. Section 232, which
you're charged with investigating in this case, does call upon you to
i nvestigate the inpact on the econony of the decline -- of an increase in
imports, and in this case | would suggest to you that the devastation that's
occurred to the manufacturing sector of our economy and the inpact that it wll
have in the future is equally as inportant.

Steel is essential to the production of autonobiles; it's essential to the
producti on of construction products. |It's essential to a trenendous nunber of
products in our econony, and if it's endangered, if our donestic source of stee
i s endangered, as it seenms to be as we go on, then our national economnmy and our

nati onal dependence will also be in danger

I will just say in closing that it seens to us that the oil industry
situation is a good illustration of the kind of situation we want to avoid. As
a nunber of speakers have indicated, the situation we have with OPEC is a system
whi ch, unfortunately, puts us in a situation where we're not in control, in
conpl ete control of our destiny where it cones to oil. The sanme thing, |I'm

afraid, we're in danger of having with respect to steel

The steel crisis that's gripping this nation is and nust be recogni zed by
the adnministration as a threat to our national security. Throughout our nation's
history, our citizens, our governnent, and our industries have never failed to
cone together to neet any and all of the challenges to our national security.
We nust cone together again now to defeat the steel crisis.

Thank you, and | would now like to turn it over to Dave Foster

* *x %

{BOn} TESTI MONY BY DAVI D FOSTER{ BO\ f }



MR. FOSTER: Thank you, Jim

Director Hill, panelists, |I'm Dave Foster. I'mdirector of District 11 of
the United Steelwrkers, the district of our union that enconpasses M nnesota
and nuch of the northwest United States. |'ve subnmitted a conplete copy of ny
abridged testinony, along with several charts containing background factua
infornmation that | would like put into the record.

The steel crisis is a national crisis with global origins and causes, but
make no mi stake, for the workers of this state and this region, the steel crisis
is not an abstraction nor an election concern whose pain is felt in Washi ngton
D.C., or in sone distant land. It's here. |It's here in Virginia, Mnnesota,
and it's all across the Iron Range.

Ji m Engl i sh spoke about the surging levels of inports of semni-finished
steel coming into this country. Directly related to the surging inports of
sem -finished steel are the sharply declining |evels of iron ore production and
enpl oyment in the United States. |ndeed, the dramatic growth in seni-finished
steel inports poses an iminent threat to elimnate entirely iron ore production
inthe United States, as the blast furnaces of integrated steel producers are
shut down in favor of inported sem -finished sl abs.

In June of 1980, 21 years ago, there were 102 operating blast furnaces in
the United States. In July of 2001, there are only 33. The consequences to the
iron ore industry of the increase in seni-finished inports has been horrific.

For instance, just six nonths ago, in January 2001, in one fell swoop over 1,200
WSA nmenbers, 200 sal aried enpl oyees permanently lost their jobs with the closure
of LTV Steel Mning in Hoyt Lakes, Mnnesota. This mne and its rel ated
pelletizing facility represented approximately 18 percent of all U 'S, hourly
workers in the iron ore industry and approxi mately 14 percent of U S. capacity
for production of iron ore. Today approximtely 5,300 hourly workers are

enpl oyed in eight donestic iron ore mnes in Mnnesota and M chigan. Only | ast
year that nunber was 6,500. A decade ago it was 7,500, and when | joined the
steel workers 25 years ago, that nunber was 17, 000.

In addition to the closure of LTV, Hi bbing Taconite has idled its
operations for at |least 13 weeks this year. Northshore Mning, U S. Steel
Evel eth Taconite, and up in Mchigan Empire Mning and Tilden M ning have al so
announced significant reductions in iron ore production for 2001

Iron ore consunption in the first four nonths of this year is already 11
percent below what it was in the year 2000. |Iron ore producers cannot continue
to produce if the integrated steel conpanies do not require their iron ore,
since the U.S. blast furnace is their sole custoner.

The job loss and I engthy | ayoffs caused by the reductions and cessation of
iron ore production inpose extrene hardships on the fanmlies of the workers and
the conmunities where they reside. |Iron ore miners and workers in the iron ore
pelletizing plants are extrenely skilled workers, and something like 35 to 40
percent of the workers in this industry are journeynen, skilled tradesnen, a
much hi gher percentage than you find in virtually any other manufacturing
industry in the country. There are no simlarly-skilled and high-paying jobs
avai l abl e in or anywhere near the conmunities in which these workers live in the
Iron Ore Ranges in northern M nnesota and the Upper Peninsula of M chigan

The ripple effects of the steel inmport crisis are being felt far beyond
the iron ore mines and rel ated production facilities, affecting, as you have
heard, its extensive supporting infrastructure. For exanple, the iron ore
shi ppi ng industry that transports donestic iron ore products across the G eat
Lakes will be unable to continue in operation if steel nmills continue their
reliance on inports of sem-finished steel

Iron ore related materials constitute the bulk of these fleets' cargo, and
once these fleets are scrapped as a result of declining donestic iron ore
demand, they will take years to rebuild, should their services ever be required
in atine of national energency. The railroads, port facilities, and energy-



supply systens in the iron ore producing areas will also be sinilarly and
severely affected by the denise of the iron ore industry.

In sum w thout decisive governnental action to stemthe flood of seni-
finished steel inports, domestic iron ore mining and its supporting
infrastructure is headed for extinction; and with its extinction, this region
will cease to be the wellspring of hope and success that it has been for
generations of USWA nenbers and their famlies. Instead, after all their
struggl es and sacrifices, our nenbers, our retirees, and their famlies will be
left to try to fathomwhy their governnent stood aside while inported stee
products robbed them of the way of life that nmade them proud and nade this
region and this nation strong.

Fortunately, there are steps the administration can take to provide relief
frominports. Government plays no nore inmportant role than when it acts to
protect the national security. W believe that your investigation will show that
the national security of the United States will be conpromised if our nation
beconmes dependent on the whimof foreign producers for vital steel supplies.

W believe that your investigation will show the critical role that the
production of iron ore and sem -finished steel play in supporting our Arned
Forces and national defense preparedness.

We believe that the investigation will further show the essential
contribution to our donestic econom c base of iron ore and seni-finished stee
producti on.

When the investigation is conplete, we believe it will be clear that a
nati on such as ours, correctly understood around the world is the sole
super power, nust never allow its security to be conpronised by beconing
significantly dependent on foreign producers for the steel supplies necessary to
defend our nation and maintain the infrastructure of our econony.

The USWA urges that the Secretary of Commerce reconmend a renedy that will
preserve iron ore and seni-finished steel production based in the United States.
We believe that the reconmendati on nmust include the follow ng:

One: Quantitative restrictions of no nore than 6.9 nillion tons annually,
whi ch was the pre-crisis average inport level, of sem-finished steel. And
these restrictions nust be applied for a period of five years.

Secondly, there nmust be a governnent-guaranteed | oan program for stee
producers to reinvest in the iron ore, coke oven, blast furnace, and basic
oxygen furnace segnents of the industry.

Third, a surcharge should be placed on all steel consunmed in the U S., the
proceeds of which should be used to assist iron ore and steel producers in
nmeeting the substantial |egacy costs for retired steelwrkers, which make up
approxi mately 15 percent of all production costs.

And finally, the governnent should grant funds for the purpose of
assisting steel nmergers that pronote the nmaintenance of coke, iron ore, steel-
maki ng capacity, enploynent retention, and environmental conpliance.

I naction, however, will cone at a price. If we allow our steel industry to
wi t her today, tonorrow we nay wake to new and unantici pated international
hostilities, only to find that our failure to act against inports has |eft our
nation inpaired and without access to the steel resources necessary to ensure
the national security. Unfortunately, it will then be too late to enact the
programthat we're urging the admnistration to undertake now.

Thank you, and Jimand | will be open for any questi ons.

CHAI RVAN HI LL: Thank you, and |I'mglad you got to your four specific
recommendati ons. W had focused on that as we were doing prep for this hearing;
and their subnmittal was very detailed, and we appreciate that.

| would like to ask you about your Recommendation No. 2, if | could, a $10
billion | oan program guaranteed by the federal government. How do you envision
that woul d be set up?



MR. FOSTER. Well, there currently was passed in Congress, | believe in
1999, a piece of legislation known as the Byrd Bill, which provided a $1 billion
federal |oan guarantee programfor the steel industry; and unfortunately, as
much as that legislation was well intentioned, because of the desertion of the
steel industry by Wall Street, it has been inaccessible to all but, | believe,
one steel conpany. So we believe that the concept in the Byrd Bill needs to be
anended in a couple of ways.

One, the 85 percent |oan guarantee needs to be increased significantly so
that Wall Street and banks are willing to fund steel nill nobdernization

Secondly, we think that the capital available under that bill needs to be
substantially increased, we're suggesting to $10 billion
CHAI RVAN HILL: I'mnot famliar with the Byrd Bill, but we, | assune,

will be. Thank you for bringing that up.

I's there any discussion of the subsidy rate that would be the cost to the
gover nnent ?

MR. ENGISH:. I'msorry, | didn't understand your question

CHAI RVAN HILL:  In nmy previous life, when | worked with the Small Business
Adm ni stration, we had a guaranteed | oan program for small busi nesses, and the
i ssue year after year before the Congress and Admi nistration was the cost to the
taxpayer; and that cost was what was called the subsidy rate, where the
government woul d essentially guarantee and pay in case of forfeitures, and that
subsidy rate was usually very advantageous. Are there any di scussions about
what the subsidy rate would be for such a progranf

MR. ENGLISH: |'mnot aware of any such di scussion, obviously, of the
subsidy rate. It would depend on whether or not there were any foreclosures.
think if the other parts of what we've proposed are put in place, that should
dramatically increase the chances that that woul dn't be the case.

CHAI RVAN HI LL: O her questions fromthe panel ?

CONGRESSMAN OBERSTAR: M. Chairman, | can answer that |ast question.
was coaut hor of the Byrd | anguage, and it was at prine.

CHAl RVAN HI LL: At prine.

CONGRESSMAN OBERSTAR:  Yeah. The sane rate the governnent pays a rate on
treasury notes. So that -- and that was the fundanental provision of the Byrd
| anguage, which also included a provision extending the | oan guarantee to the
iron ore industries, iron ore taconite industry, as well.

CHAI RVMAN HI LL: Wi ch agency of the U S. governnent was slated to
admi ni ster that progran?

CONGRESSVAN OBERSTAR:  Treasury.

CHAI RVMAN HILL: Treasury. Al right. W'll talk to them Thank you very
nmuch, Congressnan

Thank you.

W would Iike to ask at this time Jerry Fallos, president of Local Union
4108 of the United Steelwrkers, to come forward, and he's here. Thank you.

{BOn} TESTI MONY BY JERRY FALLOS{BOf f}

MR. FALLOS: Good afternoon. My nane is Jerry Fallos. |'m president of
Local 4108. | represent hourly enpl oyees that fornerly worked for LTV Stee
M ni ng Conmpany. | want to thank you for the privilege of allowi ng me to speak

bef ore you today.

Two weeks ago, LTV Steel M ning Conpany shipped the last |oad of taconite
to the blast furnaces that are owned by LTV Steel. After alnost 45 years of
bei ng a productive mine that supplied the steel industry with iron ore to make
steel and providi ng good-payi ng jobs to thousands of steelworkers, the mne is
per manent |y cl osed.

The United States has the capability of producing only 80 percent of the
steel it needs. There are currently 18 steels conpanies in bankruptcy, and iron
ore mnes are either reducing production or closing down all across the country.



It may only take a matter of days or weeks to shut down a mne or a stee
pl ant, but dependi ng on how | ong they are down, who knows whether they'll open
up. A good exanple of that is in the early '80s, when there were nassive
| ayof fs across the Iron Range. As M. Rukavina alluded to, it was |like an
Exodus fromthe Iron Range. People were going to the cities. They were |eaving
the state. They were looking for different jobs, better-paying jobs than they
could find on the Iron Range.

When LTV took over in 1986 and '87, they wanted to go back to 100 percent
capacity production. Part of the problemwas, there wasn't the nmanpower around.
A lot of the people they tried to call back were gone, they were in different
j obs.

As fortune woul d have it, depending on what point of view you're |ooking
at, the Reserve M ning Conpany had al so filed bankruptcy, and there was an
abundance of workers from Reserve M ning Conpany. There were over 300 workers
that canme to LTV M ning Conpany in those years. |If it wasn't for those workers,
they woul d have had a hard tinme finding the skilled workers that it takes to
mai ntain the taconite plant.

At the present rate that the steel conpanies and iron nmines are filing
bankruptcy or closing down, how long will it be before the United States will be
conpl etely dependent on foreign inports? | hate to think that soneday the
United States may have to depend on China or Russia or Korea, in a time of
national crisis, for steel. Wat would the effect have on our nationa
security? And everybody knows that the iron ore fromour very own |Iron Range
was used in World War Il to help win that war.

Since our forefathers first fought and died for independence, the United
States has never had to depend on a foreign country for steel in a tine of
national crisis. W beg you, please don't let that happen now.

As of today, in addition to the 1,500 retirees fromLTV Steel here on the
Iron Range, there are approxinately 1,300 people that are permanently laid off.
I, along with the other union presidents, have been at neetings in Pittsburgh
for the last 10 weeks trying to negotiate a plan for LTV to restructure
t hensel ves and energe from bankruptcy.

LTV wants to elininate the health insurance benefits for about 70,000
retirees. They say they need that to be able to conpete with the foreign
imports. They also want millions -- tens of mllions of dollars in concessions.
They want to elimnate any type of job security they have. They say that the
only way they can conpete with foreign inports is through concessions.

W can't win this war on concessions. You know, the fact of the matter is
you coul d give them everything they want, and they still wouldn't be able to
conpete with foreign inports.

We need aggressive action. W can't win this war on inports with
concessions, but we can win it with legislation. W need aggressive action on
201, we need aggressive action on 232, and we need 808, the Steel Revitalization
Act. W need your help not only for national security defense, but we need it
for our econom c survival

W owe it to the thousands of people who worked all those years for LTV
and thought that in their golden years, they would be able to have a good life
with prom sed health benefits and proni sed nmedi cal care and pensions.

W owe it to the thousands of people that fought and died to keep our
country independent and to keep the national security at the level it is today.

Wt hout your help, we're going to be in trouble. Wthout your help, we're
going to be in trouble econonically and defensively with our national security.

I want to thank you for letting me speak here today. Thank you.

CHAI RVAN HILL: At this time | would like to ask Davis Hel berg, executive
director of the Seaway Port Authority, to conme to the witness table.

* *x %
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MR. HELBERG  Good afternoon. M nane is Davis Helberg. | amthe
executive director of the Duluth Seaway Port Authority.

Thank you for holding this hearing on a subject that affects the lives and
livelihoods of virtually every resident of northeastern M nnesota as well as the
Great Lakes and maritine industry. W're grateful, too, to Congressnman Oberstar
for bringing this issue to the forefront.

|'ve subnmitted a witten statement for the record. |['Il provide sone
condensed remarks for purposes of this hearing.

CHAI RMAN HI LL:  Thank you

MR. HELBERG Iron ore has been shipped through M nnesota Lake Superi or
ports since 1884, when the first ore dock was established in Two Harbors.

Shi pnents to Duluth began in 1892, Silver Bay opened in 1956, and Taconite
Har bor, now bei ng shut down, opened in 1957.

Virtually all of the major capital investnents in these ports were nade
with private dollars, private risk, faith in the Anerican market.

It's inportant to note that all of Mnnesota's iron mnes are in the
interior, not at water's edge, and the result is that our ports are blessed with
a tremendous infrastructure, beginning with the railroads that link us with the
m nes. In Duluth-Superior alone, replacenent value of our two huge private ore
dock facilities is estinmated at nearly $500 nmillion

In recent years, Duluth-Superior and the North Shore ports have shi pped

about 40 mllion tons of iron ore annually. That's a far cry fromthe 1940s and
' 50s, when Dul ut h- Superi or al one averaged nore than 40 million tons a year. But
nonet hel ess, it still represents about one-half of all the comerce passing

t hrough the federally owned and operated | ocks at Sault Ste. Marie, M chigan

I know it has been noted here nmany tines before, but | should also point
out that the record tonnage years in our port, in Duluth-Superior, were, in
order, 1953, 1942, 1951; war years, big tine.

But tonnage statistics are hard to grasp. Oten lost in the arcane world
of port data is the fact that behind the tonnage are real people working at rea
jobs to support real fanilies. |Iron ore shipnments through our ports provide the
livelihoods for seafarers, railroad and dock workers, nmanagenent personnel
hundreds of service providers.

As econom ¢ appendages of the Iron Range, our ports are highly dependent
on iron ore production. A recent econonic inpact analysis reflected that every
ton of iron ore that passes through our ports spins off about $3 directly into
our port econony.

Carriage of iron ore fromorigin to destination is textbook multi-nodal;
in other words, iron ore pellets are carried fromthe nmnes to the ports in
specially built railcars, unloaded at specially built docks for |oadi ng aboard
specially built ships that are discharged to other |akes' ports for onward
carriage to the steel mlls by specially built railcars. Thus, if railways and
ore docks are direct extensions of the mine, so, in essence, are the carriers.

These vessels, "lakers," are unique anong ships in the world. Captive to
the Great Lakes, they have evol ved over sone 120 years into nodels of maritine
efficiency. The largest of these |akers are 1,000 feet |ong, 100-plus feet
wi de, capable of hauling nearly 70,000 tons of cargo. Loaded by sonme of the
hi ghest - speed docks on the planet, discharged by onboard sel f-unl oadi ng boons
and conveyors, they nake 45 to 50 trips a season between Lake Superior ports and
ports on Lake M chigan or Erie. Another class of lakers is in the 700-f oot
range. They carry nore than 30,000 tons per ship. Like the 1,000-footers,
these | arge vessels are owned and operated by U S. conpanies, built in the US.
crewed by American seafarers. 75 to 80 percent of Dul uth-Superior's ore
shi pnents are bound for our U S. ports, the balance to Canada by either U S. or
Canadi an vessel

It should be noted, however, that the principle trade of the Canadian
carries is the inportation of iron ore fromeastern Canada to the | ower | akes.



Most of the Canadian | akers calling at Duluth | oad bulk gain for their return
trips, but some do carry iron ore outbound.

Al together, the U S. fleet nunbers 69 |large commercial vessels, the
Canadi an fl eet about 75, but both have fewer ships working these days because of
reduced ore demand and a weak grain narket. As of today, 55 U S.-flag and about
55 Canadi an carriers are in service.

Whet her U.S. or Canadi an, the | akers represent trenmendous capita
i nvestment. One Great Lakes shipyard recently cal culated that the cost of
repl acenent of a nmodern 1,000-foot |aker at between 90 and 100 nmillion dollars.

In addition to the private investnments in ships and ports, the federa
government has provided the basic infrastructure by creating and maintai ni ng our
navi gabl e harbors and connecting waterways. A critical conmponent includes the
earlier mentioned Soo Locks |inking Lakes Superior and Huron

The Soo Locks and the St. Mary's River have both historic and i medi ate
strategic inmportance. They played a vital role in Wrld Wars | and Il and the
Korean War, when | akers noved trenmendous vol unes of M nnesota and M chigan iron
ore to neet our nation's nilitary and donestic demands.

It's the iron ore that's carried down the river through the St. Mary's
that enabl es these | akers to provide conpetitive backhaul rates for |ow cost
comodities such as |inestone, and other bulk comodities.

The steady underm ning of the donestic steel and ore industries by foreign
products is well-docunmented. Although the inpact of these inports on the G eat
Lakes is not as widely recognized, ripple effects extend from Superior to ports
in larger cities such as Chicago, Detroit, Ceveland, and M | waukee.

In sone ports, to be blunt, the inpacts are viewed positively because of
i mport-generated jobs and revenues. In others, reliant on the iron ore trade,
the inmports have created major hardships, as wi tness Taconite Harbor

W see the two-way aspects of world trade at work daily in Superior. Wen
Great Lakes inports are up, nore ocean ships beconme avail able at conpetitive
rates for outbound grain. Qur port's prinmary cargo nay be iron ore, but export
grain is also inportant, as w tness our annual throughput of four or five
mllion tons of wheat, soybeans, corn, and other comudities.

When Great Lakes steel inports rise, there is | ess denand for donestic
shi ppi ng, because each ton of inported steel replaces about 2 tons of |aker
cargo, about one and a half tons of iron ore, plus |inestone. Hence, we're
caught in a vicious cycle. Iron ore is the backbone of the regi onal econony, yet
grain shipments from M dwest farmers, railroads, elevator enployees, and ot her
local maritinme personnel are reliant on outbound grain ships to maintain our
viability as a grain outlet.

It's undeni abl e, however, that w thout an active Great Lakes donestic
fleet and the iron ore that provides its base cargo, virtually every G eat Lakes
community will suffer. The Great Lakes' primary conmercial aspect is
collectively Great Lakes nerchant shipping and iron ore.

Any further dininishment of the Great Lakes donestic fleet would nmean |ess
revenue to the comunities, fewer government services, fewer job opportunities,
| ess industrial devel opnent, a shrinkage of the tax base.

|'ve attenpted to provide at |east a sense of the enornmous inportance of
iron to our port system 1've only indirectly addressed the national security
issue. Do | have a few nore mnutes, or am| running out of tinme?

CHAI RVAN HILL: We'll give you two nore m nutes.

MR. HELBERG  Thank you

If I leave you with one thought -- 1'Il say this up front so | don't mss
it later if | get cut out -- it would be utterly foolhardy for the U S. to rely
exclusively on foreign ore and steel. Hi story clearly illustrates that today's

friends sonmeti nes becone tonorrow s adversaries. Sonehow we need to strike sone
bal ance in our national trade policies.



I find it difficult to draw a |line between national and regional security.
National security is what it inplies, but if one region of the country sees its
economy col |l apse, as nost assuredly will occur in northeastern Mnnesota if iron
ore and steel inports continue to flood the U S. narket, does that not al so
af fect our national security? Can we afford to see historically an industrially
i mportant region of our country go under without ripple effects extending into
nati onal security?

When citizens of one region of the country feel abandoned, sone night say
betrayed, by the federal governnent, are there not national security concerns?

One might argue that every region of the country sooner or |ater becones
susceptible to the reality of changing nmarkets, particularly in today's gl oba
economy, but another reality involves [ocal expectation

Whether we like to admit it or not -- and I'ma native of this area -- in
northeastern M nnesota we rely partly on governnent for econonic sol utions and
partly on the donmestic steel industry that sonehow has al ways bounced back from
tough tinmes. This time it appears that what we once knew as the donestic stee
i ndustry no |onger exists. Many of our nation's steel producers are no |onger
based in this country. A high percentage of inported steel and ore is purchased
by the same conpanies that own and operate mines in this region; so although it
shoul d be axiomatic that the United States nust have the capability of producing
its own iron ore and steel, how can governnment protect conpanies that are not
necessarily interested in protection?

Yet full-blown protectionismis out of the question, isn't it? Nearly
every econom st on the planet argues that heavy-handed protectionismis ruinous
to our larger economic interests, but froma national security standpoint, | can
hardly i magi ne the outright abandonment of the iron ore mning industry.

Maybe it's tine to consider some form of domestic production subsidy as
opposed to higher tariffs. W already have sone thinly-veiled subsidies, "buy
Anerican" cl auses, for exanple, inbedded throughout state and | ocal governnents,
massi ve defensive and hi ghway spending projects at the federal |evel

Iron ore is not an export comvodity, and thus a subsidy program m ght
cause less trade retaliation than protection through high tariffs.

I'"mnot a GATT expert, but we already |adle subsidies on several other
donmestic goods, starting with agriculture. W subsidize certain donestic
i ndustries, our U S. deep-sea shipping, under the justification of nationa
security. | recognize them just throwing that out, on a personal basis. The
point is, we need to restructure our national trade policy. This would a good
pl ace to start.

Thank you very nuch.

CHAI RVAN HI LL: Thank you, sir.

MR. HELBERG  Okay. Thank you very much

CHAI RVMAN HI LL: At this time | would like to call Adolph Gard -- | hope
said that correctly -- general manager, G eat Lakes Fleet.

Sir.

* k%

{BOn} TESTI MONY BY ADOLPH QJARD{BOf f }

MR. QJARD: Thank you.

I'"m here today representing the views of Great Lakes Transportation
Conpany, the owner of four transportation conpanies: Geat Lakes Fleet,
I ncorporated, Duluth, Mnnesota, which operates eight large |ake ore carriers;
the Duluth M ssabe & Iron Range Railway Conpany, Duluth, M nnesota, which
services three iron ore production plants, including the USS M nntac Plant, the
largest in North Anerica, and carries iron ore pellets to our conmpany docks in
the Ports of Duluth and Two Harbors; the Bessener and Lake Erie Railroad Conpany
in Pittsburgh, PA, which feeds Pittsburgh's blast furnaces; and the Pittsburgh &
Conneaut Dock Company in Conneaut, Chio, a bulk transfer facility handling coal
iron ore, and stone on Lake Erie. W enploy approximtely 1,400 people annually



and transport in excess of 20 mllion net tons of iron ore, which represents
over 35 percent of the donestic iron ore production for 2001

Domestic iron ore and steel -rel ated busi ness represents nearly 80 percent
of our conpani es' revenue. W, therefore, are vitally interested in the future
of the donestic iron ore and steel business and appreciate this opportunity to
speak.

The steady increase in inports of senmi-finished steel and iron ore and our
growi ng reliance on foreign nations for the nost basic of industrial needs has
all the makings of a national disaster.

In the 1970s there was a trenmendous investnent by our conpanies in the
future of steel and the transportation of bulk materials that support it.

Concurrent with the devel opnent of the taconite industry, the
transportation systemwas revanped. A new larger |lock was built at Sault Ste.
Mari e, Mchigan. Huge new super-carriers were built and designed, all wth
sel f-unl oadi ng technol ogy pioneered on the Great Lakes. Additionally, existing
shi ps were strengthened, |engthened, and agai n equi pped with sel f-unl oading
technol ogy that pernitted the rapid discharge of cargo and the stocking of this
cargo into 70-foot-high piles on our customers' docks.

To accommpdat e these new vessels and the changing iron ore industry, new
| oadi ng docks were built and taconite pellet storage facilities were constructed
at the Head-of -t he-Lakes ports.

Qur conpani es spear headed these infrastructure changes, building four new
super-carriers, with a replacenent value of $80 mllion each and noderni zing the
bal ance of our fleet at a cost of $43 million. W built three new dock and
storage facilities at Duluth, Two Harbors, and Conneaut, Chio, at a capital cost
of $75 nmillion, and in recent years have invested $50 million in new wel ded rai
track and noderni zati on of our loconotive fleet. Qur conpanies are now wel
equi pped to efficiently handle the novenment of iron ore and other bul k
comodities for the foreseeable future

Unfortunately, our country's current treatnment of the donmestic stee
i ndustry could result in a significant increase in inported sem-finished stee
and iron ore and the unravelling of the transportation systemthat now services
the basic steel industry. Ships that hauled the iron ore would be laid up and
eventual ly scrapped. Ports would be consolidated, noth-balled, torn down, and
the sites sold to nonindustrial developers. Railroad tracks and rights-of-way
woul d be abandoned and the |and reverted to its original owners or sold.
Loconotives and specialty ore cars would be sold as well.

Once our transportation infrastructure is abandoned and gone, it would be
near inpossible to justify a significant rebuild. The conpetitive environment
we have created to serve our steel industry would be |ost.

On the Great Lakes, we have another issue. Iron ore is the backbone of
Great Lakes shipping. The 58.5 nmillion net tons that shipped in 2000 represents
52 percent of the total domestic Great Lakes shipments. Its |oss would have a
negative inpact on the novenent of all other bulk materials such as coal, stone,
and salt as inexpensive backhaul rates would di sappear. These rate changes
woul d drive many conpani es out of business or push themto other sources and
| ess environnentally friendly nodes of transportation. A |ake waterway system
that nmoved 113 nmillion tons in 2000 would be turned on its head.

O hers have and will address the direct and indirect inpact of stee
imports and iron ore on the national scene and, certainly, its far-reaching
i mpact on our national defense.

| would like to draw your attention to the inportance of transportation
particularly to G eat Lakes vessel transportation, on a national basis.

In 1998, 58 U. S.-flagged | ake vessel s enpl oyed over 2,000 Anmerican
mari ners and transported 122 million tons of dry-bulk cargo. |If we include the
Canadi an and overseas carriers, approxinmately 200 million tons of cargo noved
through the Great Lakes and the Seaway System making it one of the busiest dry-



bul k waterways in the world. Therefore, the inpact of the tonnage reduction on
the Great Lakes comunity is far-reaching and prof ound.

The shoreside support group for this industry is highly skilled and
technical, with many of this group serving both the Great Lakes and the coasta
mari ne industry. They are part of our national defense base, and they are
i nvol ved in the construction and the repair of our mlitary vessels. An erosion
in their nunmbers would be felt by our military commanders.

Additionally, it is the Great Lakes shipping industry that recruits,
trains, and enpl oys nmany of the Anmerican mariners who man the ships, who defend
our nation in national enmergencies such as Desert Storm

Al though the vitality of the iron ore industry is very inportant to our
conpany, it is nore inmportant to our country. Steel is the keystone to a nodern
i ndustrial nation and the defense of that nation. The policy we develop with
respect to this industry will have significant future inpact.

The focus of my statenment has been on transportation, the infrastructure,
the assets, the personnel that nove the naterials, that produce the products.

| thank you for the opportunity to speak and hope this perspective has
been both hel pful and informative.

Thank you.
CHAI RVAN HI LL: Okay. Thank you, sir.
At this time we'll recess for a 30-mnute break. We'Il reconvene back

here promptly at 5 o' cl ock

(A hal f-hour recess was taken.)

CHAI RVAN HI LL: The hearing will cone to order

W would like to begin by calling Mchael Lalich, director of the
University of Mnnesota Natural Resources Research Institute, with Dr. Donald --

oh, boy. Fosnacht. |'msorry.
MR. FOSNACHT: That's good, thank you.
CHAIRVAN HILL: | would like to remind all the witnesses one nore tinme for

the final panel that again we would like to ask you to keep your conrents to
five minutes each. That |eaves us five minutes for Qs and A's fromthe panel
Qur tinmekeeper, if you raise your hand in the niddle there, will give you a two-
m nute warni ng, a 30-second warning, a stop warning, and then an end-of-the-
world warning. So | appreciate his efforts as well.

W thout further ado, Doctor

* * *
{BOn} TESTI MONY BY DONALD FOSNACHT{BCf f }
DR FOSNACHT: I'mDr. Donald Fosnacht, director for the Center for

Appl i ed Research and Technol ogy at the University of Mnnesota Duluth in the
Nat ural Resources Research Institute. Dr. Lalich could not be here today, and
I"'mtestifying on ny behalf as well as his.

| must say upfront that our views do not necessarily represent those of
the University of Mnnesota, but collectively we have over 50 years of research
and devel oprment experience relating to the iron and steel industry. |In fact,
worked directly with the steel conmpany in various capacities for 20 years before
| joined the University.

I want to first talk about the critical role of iron ore in the stee
i ndustry. The University of Mnnesota was very intimately involved in the
origin of taconite processing, and our iron ore and steel have been linked wth
havi ng a strong and vi abl e steel -based nanufacturing segment for all industrial
nations, including the United States. For the United States, the M nnesota and
M chi gan Iron Ranges have historically played the vital role supplying ore to
its steel industry. Now, however, our country is faced with the proliferation
of excess steel capacity throughout the world. The reasons for this are multi-
fold and include the preem nence of steel as a basic nanufacturing material for
t he subsequent consuner industries. Those industries produce the goods that we
depend upon for our everyday existence.



The existence of self-contained steel-manufacturing capability has been a
nati onal policy for nobst countries because of the severe adverse effect that can
occur should the steel materials that drive production be cut off due to natural
di saster or political unrest in a foreign country, or if a state of war should
occur within the supplier countries.

In the past, key industrial commpdities that are needed to satisfy
i ndustrial demand have been stockpiled strategically in the United States so
that they would be available in tinmes of national emergency. And | nust say, it
is hard to i magi ne how we woul d stockpile critical materials, steel naterials,
in such a nanner due to the high volunes that are required for our nmanufacturing
systens and the variety of steel types that would have to be on hand to neet al
our steel needs.

Iron ore is the starting point for the steel manufacturing system This
vital resource is the key virgin ingredient in making the steel we utilize
today. Iron ore coupled with scrap are utilized to make various steel products
that drive the econony.

The nature of steel-making has undertaken a dramatic transformation to
include nmore nmini-nlls as a great proportion of steel production, and the
i ntroduction of nore nodern techni ques, such as strip casting, are likely in the
near future. |In any scenario, however, the inportance of iron ore as a starting
material will be critical.

Recent history shows that the |ack of alternative domestic sources of
basic materials can weak havoc on the econony of our country. One only has to
| ook at the oil market and the Organization of Petrol eum Exporters to see what
m ght occur if we |ose our donmestic supply of iron ore. Wen our econony
utilizes over 130 nillion tons of steel per year and this need continues to
grow, can we afford to have our future needs satisfied by foreign producers
al one?

| would like to talk a little bit about sem -finished steel next.

Aside fromthe considerations | nentioned above, in terns of our potential
dependence on foreign suppliers, it must be realized that the use of sem -
finished steel is a direct substitute for iron ore that cones out of M nnesota
and M chigan. Semi -finished steel has as its origin the very raw material we

produce locally. 1In fact, nost foreign-produced steel for flat products is nade
fromiron ore using the blast furnace process or fromdirect reduced iron ore
processed through electric arc steel-making furnaces. 1In both cases, iron ore

is the key starting ingredient.

There is no question that the use of sem -finished steel decreases the
amount of iron ore that is required to produce finished steel products. The two
commodities are directly |inked. W, therefore, nust question long-term
consequences of increasing the use of sem -finished steel in terns of the
potential supply threats that may occur if our donestic iron ore industry is
all owed to die.

When you | ook at the conpetitive inbalances in the world nmarketplace, the
government has had a continued influence on the cost of steel nanufacturing in
this country through various regul atory bodies and their influence on the cost
of steel manufacturing. In many cases, producers of semni-finished steel possess
| ower costs because they exploit their people with | ow wages, they do not
restrict the anmount of pollutants that they generate during steel production
and they maintain production regardl ess of costs. It seens to be norally
guestionabl e for our society to utilize steel produced under such conditions to
drive our own econony.

In terms of inpacts on research and technol ogy devel opment, a visit to any
nodern mne or steel plant in this country would dispell this notion very
qui ckly. Qur plants today are nodels for the actual use of sophisticated
conput er process control systens and ot her advanced technol ogies. M ning and
steel production are basic consuners of this high-technol ogy equi pnent. And



nmust say that the significant portion of the cost that has been reduced over the
course of the |ast decade has been due to inplenentation of advanced
technol ogies in our mines and in our steel conpanies.

A key thing that nust also be considered is the inpact on our northeastern
M nnesota's econony. The first thing, the loss of tax revenues, would have a
great inpact on our infrastructure. Secondly, a key thing that | think is very
important, if the steel industry does go down, it will have a big inpact on the
ability to recycle scrap in this country, and that will tax landfill sites as
wel | as the governnents, both on the nunicipal and state |evel

| think that there is, no doubt, many things that we can do for the stee
industry and for iron ore in general if we focus on those things that are
important in terms of making them conpetitive. For the imediate term this
nmeans that the governnment should enforce our |aws when unfairly traded stee
products cone to our shores. |In addition, we nust find way to enhance the cost
efficiencies and profitability of our mnes and steel plants, and support the
research and devel opnent of new technol ogies that will allow us to nodernize our

capabilities so that our industry will remain viable in the years ahead.

This country needs viable basic industry to remain in a preemni nent
economi ¢ position. It is our sincere hope that our |eaders in Washington will
do their part to nake this happen.

Thank you.

CHAI RVAN HI LL: | don't mean to put you on the spot, but earlier, we've

heard from several individuals with very specific renedies, either through
subsi dy, guaranteed | oan program et cetera, et cetera. Do you have any
specific proposals? And again, |'mputting you a little bit on the spot; so if
you like, we can take those fromyou later. But do you have any specific
proposal s you would like to share with us?

DR. FOSNACHT: There is a number of technologies that we think will help
the iron ore industry become nore conpetitive. Sone of those include new
nmet hods for reducing the anount of energy used in the concentration process.
There has been research done on those technol ogi es over the course of the | ast
ei ght years.

One of the problens we have is being able to take those things froma
| aboratory into actual production facilities because of the capital constraints
that many of these conpanies are facing. So there are nany things that can be
done from a technol ogi cal standpoint. W, for exanple, have worked on that
particul ar energy-production technol ogy as well as the many advanced process
control technologies that will help optimze the overall nining quotient. But
again, the thing that keeps stopping us is the inability of these individual
nmnes to be able to have the noney to make changes in their processes because
they're so capital-intensive

So, as was mentioned before, if we can sonehow al |l ow sonme guarantees to
cone in place which will allow the freedomto get some capital noney, our m nes
can noderni ze and becone nore efficient and much nore cost-conpetitive because
t hese technol ogi es are out there.

There is al so new technol ogi es that can expand the nmarket of our iron ore
to serve even the electric furnace conmunity of this country, and that involves
t he advanced direct production technol ogies that are avail able today. Some of
this work needs to be supported by -- at the federal level as well so that we
can take out sone of the high risk associated with sone of these processes,
because they are capital-intensive. So there is many different things that we
thi nk can be done for the industry, both fromthe standpoint of the iron ore
m nes up here, as well as the steel industry in general, to nake them
conpetitive

CHAIRVAN HILL: | would invite you -- if you would, at your I|eisure,
invite you to submit that to us before the August 17 deadline. W would be very
interested in reviewing a paper that would lay out those different technol ogies.



DR. FOSNACHT: W would be glad to do that.

CHAI RVAN HI LL: That would be very, very hel pful

MR. BOTWN:  And sone coul d have estinates.

CHAI RVAN HI LL: That would be very hel pful. Okay. Thank you very much.

DR FOSNACHT: You're wel cone.

CHAI RVAN HILL: At this time | would like to call Sally Christensen with
the Northeastern M nnesota Devel opnment Associ ation

* * %
{BOn} TESTI MONY BY SALLY CHRI STENSEN{ BCOf f }
M5. CHRISTENSEN. Hello. M nane is Sally Christensen. |'mthe assistant

director of the Northeastern M nnesota Devel opnent Association. NEMDA is a

regi onal nonprofit private sector organization conprised of over 300 business,
i ndustry, labor, education, and nmedical interests. NEMDA's mission is to foster
I ong-termecononmic vitality and regional growth in northeastern M nnesota.

A viable donestic iron ore industry is critical to both Mnnesota and to
the nation's security. The Iron Range m nes have a strong record of
contributing to national security. From 1941 through 1945, Iron Range mines
produced nmore than 250 nmillion tons of iron ore to boost the World War |1
efforts. Iron ore was used to produce steel for tanks, ships, and airplanes.

The current U. S. trade policy of allowi ng cheap inports of seni-finished
steel such as slab steel has weakened the donmestic iron and steel industry.

Steel inports in 1998 hit a record of 41.5 mllion tons. That was foll owed by
35.6 million tons in 1999 and 37.8 mllion tons in 2000. Those are the three
hi ghest | evel inports -- steel inport years in history.

The consequences fromallowing this policy to take place are clear
Il egal dunping of foreign steel by foreign conpanies and nations is destroying
our jobs, conpanies, and comunities. Nationally, 18 steel conpanies have filed
for bankruptcy since the crisis began, idling tens of thousands of workers. Wth
prices and profits down, investors have abandoned the industry, which needs
capital to nodernize and remain conpetitive

The United States nmust have adequate supplies of domestic iron ore and
steel in order to maintain our defense infrastructure and readi ness should we
find ourselves in a future conflict.

Qur nen and wonen in the nmilitary are trained and ready, but they wll
need proper weapons and essential equi pnent to ensure our national security.
This will require a readily avail able supply of steel. For exanple, it took
47,000 tons of steel to build the USS Ronal d Reagan aircraft carrier. It takes
70 tons of steel for each MLA2 Abrans battle tank

We have the iron ore and taconite to protect our people and our shores.
However, our iron ore mines and blast furnaces, once shut down, cannot be put
back into production on short notice. Consequently, the defense of our country
woul d be dependent on supplies fromother places such as China, Russia, Ukraine,
I ndi a, Japan, South Korea, and Brazil

But nost inportant to us is a viable donestic iron industry is critical to
the livelihood of northeastern Mnnesota. The loss of over 5,000 mning jobs in
M nnesota, factored in with related enpl oynent of two spin-off jobs for each
m ni ng job, would be devastating. Unenploynment on the Iron Range would likely
rise to close to 20 percent, with l[ittle hope of finding any work at all, much
| ess conparabl e enpl oynment .

The taxes paid by the nmining conpanies, their enployees, and the
associ at ed busi nesses are crucial to local units of government and their ability
to provide services. Included in this are local public school districts,
col | eges, and universities.

If iron ore mines closed down, the highly trained workforce will be forced
to |l eave these rural areas to find adequate enpl oynent.



Unl ess some neani ngful action is taken soon, nore U S. steel conpanies
will fail, nore Mnnesota taconite miners will |ose good-paying jobs, and
communities will further lose the tax revenue associated with these jobs.

On a fair trade playing field, we can conpete and win. Al we ask for is
fair enforcement of the rules for the benefit of our taconite workers, their
fam lies, our comunities, and our nation

W appreciate your serious consideration of these comments as a Section
232 investigation goes forward.

Thank you.

CHAI RMAN HI LL:  Thank you

At this tinme | would |like ask the Most Reverend Dennis Schnurr, bishop of
Dul uth, to cone forward

Sir.

* * *

{BOn} TESTI MONY BY BI SHOP DENNI S SCHNURR{ BCr f }

Bl SHOP SCHNURR: As the bishop of the Catholic Di ocese of Duluth, | want
to wel come you to northeast M nnesota. Thank you for hol ding these hearings
here in Virginia so that our conmunity can speak out on the current conditions
in the steel industry.

In a very real sense, you have cone to where steel begins. This Iron
Range, one of the |argest deposits of iron in the world, for nore than 100 years
has supplied the ore that becomes the steel that builds this great industrial
nati on.

As a spiritual leader, | would like to say first of all that | see a deep
and profound faith in the people here. Mners and their fanilies, like the
generations before them place their faith in God as they rely on the weather,
safety conditions, and the earth itself for their livelihood. Yet what our
community faces today is not the vagaries of nature, but the consequences of
unfair trading practices by foreign conpetitors that in turn disrupts a |oca
econony and splinters our social fabric.

O hers have given you the facts and figures. You certainly know that the
U S. steel industry is not afraid of conpetition. Technol ogy and autonation
have transforned the industry into a world-class conpetitor; energy-efficient,
environnental |y conscious, and with the highest |abor productivity in the world.

Yet foreign cartels that distort the world's steel narkets continue to
undernine the U S. steel industry and the welfare of its workers. The industry
faces unfair trade practices and significant distortions in the world stee
mar kets. Excess capacity, restricted foreign markets, and dunping remai n nmjor
probl ens. Too often subsidies fromforeign governnments to their steel producers
| eave us at a dangerous di sadvant age.

Allowing this industry to fall by the wayside is nore than a noral
failure, it is endangering our autonony and our ability to provide for our own
security and economic well-being. There are those would believe that snall
conmuniti es serve no purpose anynore, that they're a thing of the past,
consequently are not worth saving. It is clear that snall comunities on the
I ron Range have a value far beyond nostalgia. The small comunities that
conpri se our steel industry have sustained this country in times of natura
energency as well as during tines of war. Their hard work and perseverance have
ensured that our nation not be forced into a position to rely on foreign stee
in times of crises.

I am not an expert on international trade, nor am| an expert an gl oba
corporate structures. | ama pastor who sees the human and soci al consequences
of these gl obal actions on individuals, their famlies, and their |ocal econony.
We need to accept that if the current trade practices continue, our indigenous
production w |l cease.

There will conme a day when the United States seeks to reincarnate the
American steel industry and will be unable to do so. This will not be because



of a lack of natural resources, but because the infrastructure will no |onger be
avail able. Qur steelworkers will have noved on, those working on railroads will
have noved on, those working within the shipping industry will have noved on

and the surrounding enterprises will collapse. No longer will there be the
ability to call upon our local steel industry.

In addition to national security issues, Catholic social teaching on the
i nternational economnmic order raises a nunber of noral considerations that need
to be taken into account.

First, free trade nmust be fair trade based on rules. Trade is fair if it
is subject to the demands of social justice. Trade and investnent can be truly
beneficial if they serve the devel opnent needs of the countries involved and
help to I essen, not exacerbate, inequality or injustice.

Secondl y, the econony exists to serve the people, not the people for the
econony. The primary purpose of econom ¢ exchange shoul d be not sinply nutual
gain, but inmprovenent in the living conditions of the people involved, and
especially of the workers. W can count their care anong our noral
responsibilities.

As Pope Leo XIll stated, and | quote, "In protecting the rights of private
i ndi vidual s, special consideration nust be given to the weak and t he poor. For
the nation, as it were, of the rich is guarded by its own defense and is in | ess
need of governnental protection, whereas the suffering nmultitude, w thout neans
to protect itself, relies on the protection of the state. Werefore, since wage
wor kers are nunbered anong the great mass of the needy, the state must include
them under its special care and foresight," end of quote.

A society can be neasured by how its nost vul nerable nenbers are fairing.
Today we find our nost vul nerable nenbers in the faces of every resident of
northern M nnesota: steelworker, teacher, pastor, child.

Finally, no one should take lightly the environnental concerns that our
donmestic steel industry has addressed and many foreign producers have not. As
the Catholic bishops stated in a recent statenent on gl obal clinmate change,
protecting the environment "is not about economic theory or political platforns,
nor about partisan advantage or interest group pressures. It is about the
future of God's creation and the one human famly. It is about protecting both
the 'human environnent' and the natural environment."

| hope that the principles and criteria |I've outlined will be of use to
you as you weigh the political and econonic, but nore especially the ethica
aspect of the situation we face as a community dependent upon steel

| urge you to provide us with a level playing field so that foreign
mar kets are open to our products, our |ocal comunities supported, our

environnent protected. |In the end, you need to provi de adequate resources for
vi gorous enforcenent of U S. trade agreenents and U.S. |aws agai nst unfair trade
and to renenber the words of Pope Paul VI: "If you want peace, work for
justice."

Thank you.

CHAI RVMAN HI LL: Thank you, Bishop, for those very thoughtful coments, and
we will renenber your words as we proceed. Thank you very much.

At this time | would like to call Lory Fedo -- I'msorry -- president and
chi ef executive officer of the H bbing Area Chanber of Commerce.
* k%

{BOn} TESTI MONY BY LORY FEDO{BOff}

M5. FEDO.  FEED-oh (phonetic). It's the Irish pronunciation

Thank you. Thank you for allowing ne to testify, particularly after the
bi shop, and -- but really, thank you, because this is easily the npst inportant
thing that | have ever done in ny life, and | am serious about that.

My nane is Lory Fedo, and | amthe president and chief executive officer
of the Hi bbing Area Chanber of Conmerce for the last 10 years. Prior to that, |
lived and worked in Duluth, M nnesota, where my husband was the mayor for 12



years. Early in ny career, | worked for the forner Governor Rudy Perpich, who,
by the way, was an |ron Ranger.

| would like to deviate fromwhat woul d be expected testinmony fromthe
Chanmber. Follow ng ne, several menbers of the Chanber board will testify to our

concern for the industry and the economic climate. Instead, | wll describe for
you nmy |life experience as a person who lived through the collapse of a mning
community. | will also express nmy concerns as an Anerican who has considerabl e

mlitary understandi ng and concern

I will reference in nmy testinmony remarks taken from an attached docunent
witten by Veda Poni kvar, Cvilian Aide to the Secretary of the Arny. Veda was
al so the first wonan publisher in the state of M nnesota.

Veda will not be testifying because she's unavail abl e; however, | thought
you shoul d hear from her, since she is considered one of the npbst | earned
M nnesotans on mlitary affairs. | urge to you read her document in full

| have also attached a table that shows the amount of ore shipped from
M nnesota in the last century. Please note the increases during wartine.

| was born on El nendorf Air Force Base in 1955. M father actually served
inthe Army. My nmother worked for the FBI prior to ny birth. Both of my uncles
served in Wrld War 11, and one was held in an Italian prison canp for two
years. He continued his career in the CIA and served in Spain, Gernany,
ki nawa, and Sai gon.

| have received honorary nmenbership to the Northland Vi et nam Vet er ans
Associ ation and received an Award of Merit fromthe Retired Enlisted Oficers
Associ ation

As you may have surnmised, | take defending and protecting America very
seriously.

My famly nmoved to Ironwood in M chigan's Upper Peninsula in 1958. At
that time, the mines were boom ng. M father becane the manager of a mning
| ease-hol di ng conpany. To nmake a long story short, all of the iron mnes in the
western UP closed while | was in grade school due to the opening of the nore
sophi sticated and econom cal mines in Mnnesota and eventually the central UP

Before they closed, | enjoyed a life simlar to nost children. Qur schoo
opened each year with a general assenbly, only ours featured a novie which spoke
to the inportance of iron ore in building Arerica, the autonobile industry, and

in defending our nation. W were told it was our iron ore, |ike M nnesotans
were told, that won World War Il. W were told that if there was a nuclear war,
our region would be bonbed first. Consequently, we were continually drilled in
civil defense procedures. | was and remain proud of my homet own.

My worl d quickly changed. As each mne closed, hundreds if not thousands
of people left my conmunity and a dozen other communities in the vicinity.
Entire townshi ps and | ocations, even towns, were deserted. |ronwood, which was
21,000 people, is now 7,000. CQur unenployment hovered between 30 and 40
percent, not 20 percent. The mning lands filled with water and dirt, and
spent many sunmmers with my father planting over pits and abandoned comuniti es.
School s, churches, and busi nesses closed. Qur popul ati on becane ol d quickly,
and all of nmy childhood friends noved, usually to M nnesota.

Because of our regional isolation, few new businesses canme in, and our
economnm ¢ base spiral ed downward for decades. Today, 40 years later, it is stil
not stable. Many nore people live in poverty. Od rail l|ines, roads, and
utilities have been allowed to deteriorate or have been ripped out. It grieves
me to say that though the richest ore in the world |ay beneath Gogebic County,
the iron nmines will never reopen there. | guarantee you -- | guarantee you --
that the sane will happen in Mnnesota if the mnes are allowed to close.

My question today is: How can it be that this region and this industry,
whi ch was not so long ago critical to our national defense, suddenly can be
uni nportant? |f donestic steel and taconite built Anerica, what will build it
when illegally dunped steel inports put us out of business and other countries



control supply and prices? |If the industry folds on the United States, how will
t he Upper M dwest survive the shattering of its econonic base? How will Anerica
shoul der the burden? And nost inportantly, how will we defend this great nation
wi thout the ability to produce taconite donestically?

Veda asserts in her attached remarks that our country has cut back
drastically on American ships, planes, weaponry, vehicles, and so on. G ven
that, we would not have time to spare in the case of a foreign threat, yet it
woul d take years to rebuild the taconite industry, years and billions of
dol I ars.

We should not be so naive as to think that other nations have not figured
this out and even perhaps see the crippling of Anerican steel and taconite
i ndustries to be advantageous to their own national security. Wether there is
a foreign conflict or not, this will weaken America and its real and perceived
position as a world power.

W are all testifying here today to protect our rights as Anericans, to
work and fulfill our pronmise to our country, to defend her, and to be productive
and useful citizens. America, too, must fulfill its promse to us, to allow us
as a people to work and live freely in a fair and just econonmic clinmate and to
keep our nation safe and at all times be prepared to defend its borders.

In Veda's words, the mlitary needs steel, and our nation depends upon and
expects the nilitary to be trained, strong, and ready. Mich of our nation's
strength depends on M nnesota ore.

Thank you.

CHAI RVAN HILL: At this tinme | would like to call Janes Kochevar, genera
manager, Hibbing Public Wilities Conm ssion

Sir.

* * %

{BOn} TESTI MONY BY JAMES KOCHEVAR{ B f}

MR. KOCHEVAR  (Good afternoon, and thank you for the opportunity to
testify today with regards to the iron mning and donestic steel industry.

My nane is Ji mKochevar, and I mthe general manager of the Public
Uilities in H bbing and a |icensed nechani cal engi neer in M nnesota.

As a lifelong resident of Mnnesota, first vice chair of the Hi bbing Area
Chanber of Commerce, and the son of a retired career iron mner, I'mwell aware
of the econonic inpacts of iron mne closures. |'msure that through your study
and today's testinony, you've heard much about the inpact of the closure of LTV
Steel and the state of today's iron nmining industry and the inmpact that has had
on our area.

Today, rather than economics, | would Iike to address what | perceive as a
threat to national security inposed by the I oss of our iron mning and donestic
steel industry, especially in relation to utilities and infrastructure.

Electric utilities are intricately dependent on the nation's
transportation systenms. Fuel for electrical generation is delivered to the vast
majority of powerplants in the U S. by rail, truck, barge, or pipeline.

| ask you to think about that for a minute. These are essenti al
transportation nodes that are incredi bly dependent upon steel. Now, as these
transportation systens are likely to be targets in tine of war, their repair and
reconstruction will be dependent on a domestic source of steel

It's foreseeable that strategic strikes to rail, road, and bridge ways, as
well as to pipelines, could drastically reduce the nation's ability to generate
power. Once existing reserves of fuel at respective powerplants are consuned,
it is essential that there be a neans of transporting nore.

My fear is that without a domestic ore supply and steel industry, this
means of transportation nmay not exist. Wiile electric generation is already in
short supply in many parts of the country, further shortages could pose further
sust ai ned out ages, creating an econonm c hardship and a national security threat
to many affected areas.



A second concern is being able to obtain equi pment and/or repair parts
dependent on ore and steel for their production. Now, in my experience, |'ve
seen lead tinmes of up to 12 nmonths for pieces of equipnment critical to
power pl ant operation. These |lead tines are under circunstances where steel is
avail able to fabricate and assenble the equipnment. | cringe to think of the
del ays that nay be involved in fabrication and delivery if the basic ore and
steel supplies do not exist.

Further, this is a circunstance that is not exclusive to the utility
i ndustry. The same can be said for virtually all manufacturing and production
processes that utilize specific and specialized equipnment. Sinply put, a |lack
of donmestic steel and ore could potentially cripple any manufacturing,
production, or generating process as well as defense and weapons systens.

Finally, I would like to speak to the difficulties involved in restarting
any production process once it has been shut down. | renenber a day when |I was
working for Northern States Power Conpany in January of 1989 when the conpany
called on a 420-negawatt peaking plant in a tine of need. Now, this sel dom used
facility's staff had been reduced to a skeleton crew to only keep up with
routi ne maint enance.

Now, on that day and the days to follow, not one of six conbustion
turbines were able to cone online. | was the engineer that was sent to that
site to rehab the units to a reliable state. Wth a fully trained staff and
experienced craft labor, it took us nonths to return that site to a reliable and
trustworthy status; and by nonths, it was 18 nonths before that plant was up and
fully functional again in a reliable state.

The start-up process is difficult at best under the best of circunstances.
The best of circunstances would nean that the facility was shut down in an
orderly, controlled fashion and that all of the necessary equi pment was properly

mai ntai ned while it was down. It also neans that well-trai ned personnel
preferably those who shut the facility down, are there to start it up.

Now, ny point is this: If iron nnes and pellet plants are closed, it is
unlikely they will be started in an expedi ent manner. Trained staff wll be
| ost, mmintenance practices will be dropped, and utilities and infrastructure

may deteriorate and be |ost.

Qur nation's ore reserves reside in an area where weather can take a fast
and devastating toll. Water lines freeze and break regularly under nornal
circunstances, let alone in a shutdown state. Wnd, snow, sleet, and ice can
wreak havoc with electrical systems. Power |ines break. Valves and punps fail.

W heard testinony earlier today that it may take as nuch as six nonths to
start an inoperative mne due to dewatering efforts. | think that six nmonths is
dependent on the fact that the punp casings haven't cracked because they've
frozen and check val ves haven't failed because they're frozen and water |ines
haven't cracked because they're frozen. That's the reality that we deal with
here in this part of the country. These are all things that utilities in
northern M nnesota deal with every year. They're also things that can prevent a
facility that has been shut down from conming online.

Now, if this is where our donmestic ore and steel industries are heading,
fromnmy perspective, it is to the devastation of our econony and our nationa
security. CQur domestic ore supplies and steel industry under the present
conditions are not going to be there for us in tine of need. This nost
definitely, in my opinion, poses a threat to our national security.

| thank you for the opportunity, and | would be happy to answer any
guestions that you woul d have.

CHAI RVAN HI LL: Thank you.

Are you aware of any efforts, either on a regional or statew de basis,
froman econom ¢ devel opnent point of view, to attract other industries? As
you' ve testified and others, there are rail systens, |ake-borne transportation
and other systens in place. Has there been any effort, nunber one, to attract



other industries that mght find parts of Mnnesota, the Iron Range, attractive
froma quality-of-life point of viewto locate their industries here with the
avail abl e transportati on systens? And second, if so, or even if not, do you see

a federal -- is there a response fromthe federal governnent that mght help or
aid in that endeavor, those endeavors?
MR. KOCHEVAR: | think there are continuing efforts to try to attract

i ndustry and other business to the Range. Cbviously it's an area that has an
awful lot to offer. There is a pretty well educated, diligent workforce, the
work ethic is very good, the infrastructure is in place, there are solid
utilities. There are industrial parks that have been devel oped across the Iron
Range trying to attract other businesses. They have nmet sonme success, although
| wouldn't say a large success. There are certainly no successes to the scale
of the iron mning industry here.

From a federal perspective, I'mnot well versed in the prograns that exist
totry to aid -- when you're trying to attract outside industry and business, it
al ways cones down to noney, what are you able to offer us. Any federa
assistance in that regard in the devel opment of industrial parks and the
installation of infrastructure would certainly help

I think nbost of the point of ny presentation today was the fact that aside
fromthe econonies of losing the iron mnes, the fear is losing the ore itself
and not being able to produce domestic steel to repair any infrastructure that
may be damaged in wartine.

MR. THOWPSON: M. Kochevar, for the iron ore mines, do they require any
services, public utilities, power, that sort of thing? And if so, what would be
the i nmpact of the shutdowns?

MR. KOCHEVAR. The inmpact of the shutdowns to the utilities?

MR. THOWPSON: Do they require power?

MR. KOCHEVAR  Yeah. The iron mnes and the pellet plants in particular
require very large anounts of power. Now, we have two operative iron mnes that
reside in the city limts of H bbing. W do not serve themas a public utility.
The | ocal investor-owned is M nnesota Power, of who we're a whol esal e custoner.
W generate al so, but we don't generate for those facilities.

I think there would be a large inpact. Those are very large and very big
custoners. They're predictable customers. You know what your |oads are, and
you know when their | oads are going to be there.

Soneone earlier testified to the demand charges that the iron nines pay to
the utility conpanies. Now, those are charges that are there to have the
infrastructure in place to be able to deliver the volunes of power that they
require. They're very |arge power consuners, and | believe would have a great
econom ¢ inpact on the local utilities, particularly Mnnesota Power in this
case. Wiile | don't wish to speak for them that's ny perception

MR. THOWPSON: Thank you.

CHAI RVAN HI LL: Okay. Thank you, sir.

MR. KOCHEVAR  Thank you

CHAIRVAN HILL: | would like to ask Carol Ranta, President, Wells Fargo
Bank of M nnesot a.

* *x %

{BOn} TESTI MONY BY CAROL RANTA{BCf f}

M5. RANTA: Let ne begin by briefly telling you who I am M nane is
Carol Ranta. | was born and rai sed here and have worked nmy 20-year banking
career on the Range. | have been a banker for about a dozen years in Virginia,
six years in Ely, and now serve as bank president of Wells Fargo in Hibbing,
where nmy fanmily and | reside.

Well's Fargo plays an integral role in supporting the Iron Range. W have
banki ng | ocations in six Iron Range comunities as well as Duluth, our port city
that ships our taconite pellets to other narkets.



Wells Fargo is nmy enployer, but as | |ook at the bigger picture, | am

truly enmployed by the iron mining econony of the Iron Range. | am a nenber of
the vast infrastructure that supports the iron mning industry.
I thank you all for conming to Virginia today to hear our story. It is

i mportant for you to know the follow ng

More than 70 percent of the United States steel conpanies have filed for
bankruptcy protection within the past three years due to foreign steel flooding
our markets and 20-year record | ow prices for steel

On the Iron Range, we had LTV Mning in Hoyt Lakes pernanently cl ose and
anot her, Hi bbing Taconite, go into a shutdown nbde within the past 12 nonths.

The fate of Hi bbing Taconite's primary owner, Bethlehem Steel, the
nati on's nunmber two producer, is literally to be decided within the next few
months. | have attached an exhibit that | would like in the record regarding
Bet hl ehem St eel

CHAI RVAN HILL: It will be.

M5. RANTA: This financial crisis is at the doorstep today for nobst of the
i ndustry. Folks, sinply stated, our donestic steel and mining industry is in
crisis. The iron ore of the Range is the ore that went into the steel that
built this country. It went into our tanks that helped us in world wars. It
built our bridges, railroads, and autompbiles. It is unrealistic to expect our
steel and m ning conpanies to conpete with foreign subsidized ore and steel
Subsi di zed slab steel and iron ore inports is not free trade, but rather unfair
trade. The rules need to be fair on both sides of the ocean.

The tine to act is now To say that our steel mning industries are in a
state of disaster is an understatenent. W don't have tinme left. As a banker
| see the follow ng

Most steel conpanies are in bankruptcy or about to file. Mst mning
conpani es are operating in the red and covering expenses fromtheir |ines of
credit versus sufficient revenues. Reduced production has limted orders to the
i ndustry's vendors and suppliers. Mst have had to charge off accounts
recei vabl es from bankrupt steel conpanies, causing many to be at or near
financial ruin.

W have had increased problemloans with our vendor customers on the
Range. Many of our custoners will face financial ruin if this continues. The
State of M nnesota "backfilled" the tax base loss with the closure of LTV M ne
in Hoyt Lakes. It sinply cannot backfill if another mnine goes down. This places
our Range conmunities in a financial tailspin which threatens today the very
infrastructure that supports our people.

If we don't act today, this industry will not survive. How can we begin
to place such a vital comopdity as steel into the hands of foreign governnents
to control the supply and price into our country?

Qur nation is a free country today because of our strong military. A
strong military requires a strong steel industry. You cannot have one without
t he ot her.

G ven the current crisis, if we don't act today, nore steel conpanies and
mnes will sinply fold. To think that we can go back and reopen themw th a
snap of our fingers is not possible. The time it would take to retrain a
workforce is literally years. The amunt of capital is millions and nmillions of
dollars to reopen these plants.

The extensive infrastructure that supports this industry includes nore
than vendors, it includes vibrant communities that attract and sustain good
workers in both the plants and support industries. To replace entire conmunities
becomes unf at honabl e.

To support our industry not only through inport restrictions but also
t hrough support for val ue-added products for our taconite pellets is essential

There are those who are benefiting fromcheap i nports of slab steel and
iron ore today. To those, | ask: How long does it remain cheap if foreign



governnments becone the primary supplier of steel? | also say we need to have
the foresight to see beyond tenporary financial gain versus long-termstability.
| realize that there are opponents to any restrictions or controls on
foreign inports of iron ore and slab steel. To those, | say for everything you
get inthis life, you have to be willing to give sonething up. | have |earned
that for anything worth having, you have to pay the price.
In recogni zing the inmportance of our national defense, our transportation

system and consuner needs for steel, | ask that you join ne today by taking the
actions necessary to protect our industry and country.
Thank you.

CHAI RVAN HILL: W heard froman earlier wtness recomending to us that
we consider a federal guaranteed |oan programfor the mines. As a banker, what
is your reaction? Wuld Wlls Fargo support such a progranf

M5. RANTA: Absolutely. And the reason why | say that is if you take a
| ook at the industry today, the attachments that | gave you on the status of
Bet hl ehem Steel, for exanple, they are in a forbearance agreenment, which neans
they're not conplying with their own covenants. That forbearance agreenent
expired June 30, this last nonth.

If you read further within the attachnent, they need i mediately infused
into the conpany $270 million. To go to their banks today with their financial
statenents, with the status of the industry -- and as banks, we have a fiduciary
responsibility to our depositors to nake solid | oan decisions -- how can that
| oan deci sion be made? And so absolutely | support a | oan guarantee program |
think it would be one of the essential steps.

And | also attached sone other itens, and | read in the Wall Street

Journal on Monday that our -- the Bush Administration is taking sone steps, sone
big steps today, recently, and asking these countries to cone to the table to
di scuss steel inports and production levels, and | comend that. | encourage

that to be continued, and | also say |ook to the al um numindustry.

The al umi numindustry faced this crisis in 1994. They cane to the table,
the countries affected, they agreed on production |evels, and guess what? The
price for alum numwent up. Today the alum numindustry is one of the npst
profitable industries in every country that produces alumnum It provides
stabl e jobs, stable enploynent, and | say we can do that with our stee
i ndustry.

CHAI RVMAN HI LL: Thank you very nuch.

At this time | would Iike to call Mtchel Robertson, President, TriTec
Engi neering and Steel Fabrication.

* * *

{BOn} TESTI MONY BY M TCHEL ROBERTSON{ BOr f}

MR. ROBERTSON. As our l|late President John F. Kennedy sinply stated, "Ask
not what your country can do for you, but what you can do for your country."

You, the steelworkers, elected officials, and business |eaders, nowis the
time to exercise your right to keep our nation sovereign, one nation, for the
peopl e, and by the people.

| Mtchel Robertson, started Tri Tec Engi neering and Steel Fabrication with
a dreamto manufacture the highest quality steel processing equi pnent and
conponents. W achi eved our goals and sustained a profitable business by
enpl oyi ng the best fabricators in our region. Qur enploynent package includes
excel l ent sal aries, 100 percent conpany paid insurance, and a natching 401(k)
plan. W use donestic steel only in our nmanufacturing process, which is our
| argest raw material expenditure. This type of business is key to the Iron
Range because it provides a great quality of life for our workers and we enpl oy
t he peopl e necessary for the steel industry to succeed.

In the year 2000, we were on a record pace to achieve gross revenue sal es
of $2 million, up $1 nmillion from 1999. But the year 2000 proved to be one of
surprise, anguish, disbelief, and strife. The continued influx of dunmped



foreign steel finally brought each steel conpany to its knees, and consequently
Tri Tec.

| speak for the 30- to 40-year-old conmunity, and we are the fanilies of
today and tonorrow on the Iron Range.

I moved here from Wst Virginia 10 years ago, and at that tine | was one
of very few people who were young and had a job in the steel industry. Six years
ago | saw nore people noving back to the Iron Range because the steel industry
wor kf orce was ol der and retiring nmore than in previous years. Mre than
anything, there was a restored sense of confidence in job security that had been
extrenely weak for the previous 15 years.

Qur generation now faces relocation, which has resulted in enroll ment
reductions in schools, teacher layoffs, and potential school closures. It also
means a much | ower tax base for the people who choose to stay and a greater
dependence on state and federal governnent for assistance.

If we | ose our steel industry and are faced with a wartine steel crisis,
it wll take a substantial anpbunt of tine to revitalize our stagnating plants
and manufacturing support businesses to maxim ze production |levels to neet our
steel demands. In the same respect, we will need qualified workers to do the
job. W are at high risk of not neeting this demand, because nbst young peopl e
are pursuing other professions due to the current volatility associated with
this industry.

Many who have already lost their jobs do not wish to return to this
i ndustry or the Iron Range. They're retraining in other fields and nmovi ng away
for a nore secure work environnent.

Last of all, it will take mllions of extra dollars to bring our plants
back to full operating capacity. W need to ensure steel plant |longevity by
enacting stringent policies which deter unfair foreign competition. | know that
this will save us millions of dollars in the |long run.

On the day after our 225th year of Independence, | can only think of a
simlar situation our forefathers faced before the Revolutionary War. The
British nade it a major crinme for anyone to manufacture rifles, rifle parts, or
gunpowder in the new Anerica. The king and his |eaders knew if they controlled
this industry, the chance of a revolution would be significantly reduced and
British victory would be immnent if one was comenced. | believe our
forefathers would be extrenely disappointed if we should all ow ourselves to be
in the same situation

My great, great, great, great grandfather, of English descent, served
proudly and survived the Anerican Revolution. | know he's |ooking down fromthe
heavens above, proud to see his grandson fighting for what is not only right,
but it is in the best interest of our nation

Now it is up to you to do the sane.

| would like to extend nmy appreciation to this panel and all who are
present for taking the initiative to |l ook further into this serious matter and
provide us with sone conmpbnsense policy so we nay continue to be the nunber one
nation in the world.

Thank you.

CHAI RVAN HI LL:  Thank you.

At this tinme | would Iike to call Arthur Lind, President, Charter Inc.

* * *

{BOn} TESTI MONY BY ARTHUR LI ND{ BCf f }

MR. LIND: For the record, my nane is Arthur Lind. | go by Art. | amthe
president of Charter Incorporated, an industrial equipnent and supply conmpany
that has served this iron mining industry for over 50 years, and a conpany that
I've worked for continuously for the past 26 years.

An interesting note. | began ny working career in 1962 for this conpany,
sweepi ng the floors, cutting rubber, making deliveries, and so on. |In the
interim between 1962 and 26 years ago, | worked for the iron mning industry



directly for about seven years. | put four years in the Coast CGuard, all served
on the Great Lakes, two years aboard the Macki naw, which is the ice breaker that
takes these ore boats through the | akes and through the Sault Ste. Marie |ocks.

| also worked for one year for Bechtel Corporation during the construction
of National Steel Pellet Conpany and Butl er Taconite Conpany, which is about 50
mles west of here, or was about 50 niles west of here and is no longer in
exi stence; and that kind of stands as a remi nder of what could happen to this
i ndustry.

It's an honor for ne to be able to testify for an industry that has given
such a high quality of Iife to the residents of northeastern M nnesota for such
along tine. Having this hearing the day after the July 4 celebration can only
enphasi ze the industry's inmportance to this great country.

For the past 110-plus years, we've been mning iron ore from M nnesota and
M chi gan; and whil e the hi gh-grade ores have | ong been gone, we have vast
reserves of taconite ore, which could keep this community vital for perhaps
anot her 100 years.

Taconite is an ore that contains about 30 percent iron and is found in a
very hard rock formation. The process to produce pellets fromthis ore includes
m ni ng, crushing, grinding, concentrating, and pelletizing. It sounds sinple;
however, anybody who has toured a taconite plant -- and | understand you're
going to tour one tonobrrow -- you can see that it is a very conplicated process.
There is a great deal of equi pnment involved, and this industry was devel oped
t hrough several decades of research, ingenuity, billions of dollars in capita
i nvestments, and hard work fromthe people in northeastern M nnesota, M chigan
and people fromall across this country.

For the past few years we've seen increased inports of steel, seni-
finished steel slabs, and iron ore at prices that are unheard of and bel ow t he
cost to produce them Qur donestic steel industry is in a neltdown situation
as has been proven by the 18 or nore integrated steel producers that have filed
for bankruptcy. And if the runor holds true, and apparently Ms. Ranta all uded
to that, we'll see another nmjor steel producer file Chapter 11 in the next 90
days that is a major consumer of M nnesota taconite pellets.

What does all this nean to Charter Incorporated and the people of
M nnesota and M chigan? Wile some of the headlines of the LTV bankruptcy and
closure of its taconite operation in Hoyt Lakes, M nnesota, have subsi ded
somewhat, the effects of that closure along with the production cutbacks and
tenmporary shutdowns of other taconite operations is devastating the comunities
that serve them

During the past 12 nonths, |'ve had to reduce our enploynent from 18 down
to 11 in H bbing and a sinmlar percentage in our |shpening, Mchigan, office.
Busi ness cl osures, layoffs, and job term nations of these |ong-term enpl oyees,
not to nention the stress to the comunities which are a vital part of the
infrastructure, are al nost weekly occurrences. Unenployment in this area has
tripled in the last 12 nonths. W're approaching 10 percent.

It is not likely that northeastern M nnesota woul d have been devel oped
were it not for our mining industry. Every comunity within a 100-mle radius
woul d be drastically affected. The infrastructure that includes this industry
i ncl udes energy providers like electric power generation, rail transportation
and port loading facilities, Great Lakes shipping, the trucking industry, the
corner grocery store, churches, schools, and so on

Looki ng back at the history of the last 90 years, this country has fought
two world wars, the Korean War, Vietnam War, Desert Storm and other conflicts
to protect our shores and the quality of |life that we value and enjoy. During
each of these crises, the consunpti on of steel arnanent products consuned vast
gquantities of iron ore, much nore than nornmal consunption, and |'ve been told
that 70 percent of the iron ore used for the armanent process during Wrld War
Il cane fromthe Hull Rust/Mahoney mine pit in Hibbing.



So what's nmy point? M point is that without the iron mining capabilities
that we currently have, we would have to depend on foreign countries for our
needs. It is doubtful that it would be such a good buy or a good value in tine
of war.

Qur industry is in a crisis brought on by foreign interests, a crisis that
coul d cause the closure of several of our taconite facilities even if the stee
i ndustry survives. For every 1 ton of sem -finished steel slabs inported, we
lose 1.3 to 1.5 tons of pellet production.

W're also in a critical point with the experienced |evel of our
wor kf orce, where as much as 70 percent have 25 or nore years of experience. The
next generation of mining workers is coning onboard, and we could quickly | ose
both the experienced through retirements and the next generation, who woul d have
to |l eave the area in search of work. Wo would have the know edge then to
restart these plants?

Well, so what? We still have the idle taconite plants. You' ve heard sone
testinmony on the difficulties of restarting idle equipnment. You can't just push
the button wi thout continued mai ntenance and so on. The mines would be
underwat er unl ess punps remained in operation. Some of them could be underwater
by several hundred feet and take nore than a year to punp down.

Most of the specialty processing equi pnent at these facilities was
manuf actured 25 to 35 years ago, and parts and availability woul d soon becone a
maj or problem wi thout the specialized industrial supply base, part of which | am
involved with, that is in place now Rail and port facilities would soon becone
unusabl e, and of course what would the ore boats haul ? This whole
infrastructure that was built over the last 100-plus years woul d di sappear

At the lIron Mning Association, we have a motto, "W help build Anerica
every day," and | think we should add to that we help protect America every day.

The next generation of iron units fromour taconite ore for the steel-
maki ng process nay be just around the corner. W need sone tine to turn that
corner, and naybe a little help.

And agai n, thank you for the opportunity, and if you have any questi ons.

CHAI RVAN HI LL: Thank you.

MR. THOWPSON: Wbuld you say the equipnment utilized in the iron ore m ning
industry is simlar or different fromthat used in other industries? And if so,
what m ght sone of the differences be?

MR. LIND: There are a lot of simlarities in processing equipnrent,
whet her you're tal king some iron ore nining or perhaps copper. The processes
that are involved in concentrating iron ore perhaps are different in that they
use different separation processes. | guess the -- one of the main factors that
is seen is the wearability rates caused by the hard rock formati on and the
abr asi on, abrasiveness of our taconite ore and the concentrates, that parts wear
out a lot faster. So there are nore parts consumed, and that's why we have such
a vast supplier base on the Iron Ranges.

MR. THOWSON: Okay. Thank you

CHAI RVAN HI LL: Okay. Thank you very nuch.

At this tine | would like to call Thonmas Jamar, President, Jasper
Engi neering & Equi prent Conpany.

* k* k%
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MR JAMAR: Well, | think it's evening now, so I'll say good eveni ng
CHAI RVMAN HI LL: Good evening, sir.
MR JAMAR It's a real honor and privilege for me to have this

opportunity to testify today. My nane is Tom Jamar, and |'m a second-generation
owner of Jasper Engi neering & Equi pnent Conpany. Jasper has been an industrial
supply conpany for 43 years. W supply specialty production and service to the
m ning industry to both the Iron Range nines and to the mnes in the Upper

Peni nsul a of M chigan, with our offices in H bbing and | shpem ng, M chigan



"Il address three topics as it relates to the national security threat of
losing the iron mining industry in the United States. Basically ny discussion
will cover the inpact to the amount of time it will take to restart the industry
if it is allowed to shut down.

The first involves the products supplied to the mning industry. The
mnes are actually large, specialized processing plants. They utilize sone very
speci al equi prent and sone very |arge equi pnent that is unique to this type of
process. There are mnes in Arizona that utilize sonme sinilar equi pnment, but
this process has sone uni que equi prent that those mines don't use, because those
are a different industry; for exanple, magnetic separators, specialized slurry
handl i ng punps, 3, 000-horsepower notors, large clarifiers, special
classification equi pnent, |arge gearing, and special castings.

Many of these products currently have delivery times of four to five

nont hs, sone as |long as one year. |If the mnes were allowed to permanently shut
down, the manufacturers of this equi pment would not have a narket for this
equi pnment, and thus the lead tinmes fromthemwould increase. In addition, the

| ocal suppliers that stock some of these long lead itens would not be able to
afford to stock them any |onger even if they stayed in business. One could
easily speculate that the delivery could be as long as two years for sone of the
itenms. We've already seen an exanple of this as one |ocal manufacturer has gone
out of business in the last two nmonths. They nanufactured sonme speci al
conponents for the mnes. Even with the drawings, it has taken us two nonths
thus far to find another manufacturer that appears qualified to machine them
Add to that the fabrication tinme, and it will be four nonths to procure these
itens. Please keep in nind that this exanple includes being able to | ocate and
obtain the drawi ngs for these conmponents i medi ately and havi ng people with the
expertise locally. |If the plant shut down, this will not be true, which would
just add to the lead tine.

Anot her concern related to these products is that nany are nade from
various grades of steel products such as 304, 316L, stainless steel, high-chrone
alloys. If we are in a crisis situation and have a decreased ability to
manuf acture steel that is used to produce equi pnent required to restart an idled
iron mine, the lead time increases further. It becones a Catch-22. Wthout the
steel, the equipnent used to produce the raw material for producing steel will
not be avail abl e.

The second area involves people. In ny introduction, | indicated that |
am a second- generation busi ness owner. Mny people involved in the industry
today either have worked there all their life or are second generation

Also, as | nentioned earlier, this process is unique. |In the United
States, it is only found in Mnnesota and the Upper Peninsula of Mchigan. The
peopl e who run them and those that supply products and services to the plants
have | earned t hrough experience. Like npst conplicated processes, they have

| earned through the people before them If the plants close, that continuity
will be lost. Howlong will it take to find people with the capability to start
a plant? Wi will train then? Though | have an engi neering degree, | have

| earned what | know through ny father and working at one of the plants and ny 16
years serving the industry did not cone from a textbook.

At Jasper, we have over 200 years of conbined experience serving this
i ndustry. |If the nmines shut down, that experience will be lost. |t cannot be
replaced. This would also be true for the other 100 or so local suppliers and
probably true for the over 3,000 suppliers and 14,000 peopl e that support it
nati onwi de, in practically every state in the country.

As suppliers, we are the link between the manufacturer and the nines. W
are the people that properly apply the equi pment we provide. W also supply
speci al i zed services to the nmining industry. This includes engineering.

We have | ocal engineering firns that have people with special skills that
support the industry. If the mining industry is allowed to shut down, these



peopl e and expertise will be lost. They will relocate or retire. | knowin ny
own case, over tine | will forget rmuch of the specialized know edge | have
gained that is used to support the industry. So the people will be lost, and it
will take a long time to either find or retrain them

Pl ease keep in mind we are tal ki ng about |osing a whole group of people
with industry expertise, not just one key person in an organi zation.

The third area | would like to discuss is the infrastructure in termnms of
the supply industry.

Just as the mnes rely on the suppliers, the suppliers rely on their
service providers. These providers are the banks, colleges, insurance
provi ders, nedical care providers, |ocal governnent, office supply suppliers,
car dealers, et cetera. |If they lose their custoners, how nmany of themwlI
survive?

We have already seen a grocery store close in Hibbing, partly due to the
downturn in the industry. These support businesses are essential for the
suppliers to exist. Howlong would it take for themto restart?

If the education systemis second-class because of a significant decline
in enrollment, will people want to nove back here with their famlies? This just
makes it more difficult to get the people back to start a plant. This will add
to the length of tine required to restart the iron m nes.

In conclusion, in a time of crisis, steel will be needed. W need a
secure source of raw material used to make iron ore. |If the plants are all owed
to shut down, the products needed to restart themw |l have long |l ead tines,
qualified people will be hard to find, and it will take a considerable anount of
time for the suppliers to restart. |If these plants are allowed to shut down,
the tine it will take to restart themw || be nmeasured in nonths, if not years
| would think that is too long in a time of crisis.

| believe that the iron nmining industry is essential to the security and
i ndependence of the United States.

Thank you for giving me the opportunity to testify.

CHAI RVAN HILL: At this time | would like to call Sandra Shaughnessy,
owner of Northland Ri ggi ng.

* * %
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M5. SHAUGHNESSY: | want to thank you for the opportunity to testify
today. M presentation is short and a bit of nore of a personal nature.

When | first learned that the Departnment of Comrerce woul d be hol ding the
first of their three forums in this area, | was imediately interested in trying
to portray to you exactly how extensive the damage fromillegally dunped foreign
steel is, not just for national security, but for our region's econonic
survi val

Foreign steel dunping is forcing major steel-nmakers into bankruptcy.

I mported seni-finished steel slabs are cutting directly into iron ore markets,
and inported iron ore pellets are a serious threat. The Arerican Iron & Stee
Institute notes that the surge of inports has resulted in hundreds of mllions
in lost incone, the |loss of thousands and thousands of jobs, and at |east 18
maj or bankruptcies. This is serious and sinmply cannot be ignored any |onger

The evidence of hardship is as plain as day in this area, fromlarge
multi-mllion-dollar corporations, snall conpanies, nining enployees, and
supplier closings. The truth speaks |oud and cl ear

The Departnent of Conmerce nust issue an anti-dunping duty order. |If the
U S. government is able to reach an agreenent such as the July 1999 agreenent
with Brazil to restrict its hot-rolled steel inmports, why can't agreenents be
reached with other countries?

The federal government needs to step in and ensure that our donestic
steel -makers can operate their own blast furnaces, and not encourage shutdowns,
sl ow- downs, or inporting senmi-finished steel slabs. North Arerica will stil



have a need for huge quantities of steel. The source of that steel should be
wi thin our own country, enploying our own citizens.

When LTV Steel M ning Conpany in Hoyt Lakes closed this past year, 1,400
people lost their jobs. 1,400 may not seemlike a large anpbunt in large-city
terns, but in an area like this, the effect is devastating. That is 1,400
fam lies without their mmjor source of incone.

Now al so think of the many suppliers and vendors to the LTV plant in Hoyt
Lakes. Sone of these vendors relied heavily on LTV for years for their incone.
Many of these vendors have closed their doors, some are going broke, and others
are truly struggling just to hang on. It is a domno effect. How nany nore
peopl e have lost their jobs in this area due to the closings and sl ow downs?
Many.

The people that are attending this rally today are not just mning conpany
enpl oyees. They are LTV steelwrkers who no | onger have jobs. They are Hi bbing
Taconi te Conpany enpl oyees who are currently laid off due to shutdowns. They
are enpl oyees of other mnes in the area who are fearful of losing their
livelihood. But they are also nining supplier and vendor enployees who may have
already lost their jobs or are on the verge of unenployment. They are business
owners, teachers, healthcare workers, and skilled service enpl oyees. They are
northern M nnesota, and they are fearful. Please hear them

My husband and | own Northland Ri ggi ng, |Incorporated, based in Col eraine,
on the western end of the Iron Range. W are a contracting conpany and have
been in business for 10 years. W have worked | ong and hard to becone a
reput abl e, honest, and skilled contractor. W have been a m ning conpany
service vendor for mning naintenance and new construction projects.

Sone exanpl es of our work included a $2.2 nmillion nagnetic separator
project at Hibbing Taconite this past year and over $5 million in projects for
LTV M ning, such as magnetic separators, duct systems, and stack repairs. For
the past three years we also carried a year-long service contract for hoisting
pellets at LTV. Northland Rigging has also contracted for projects at
Nort hshore M ning and EVTAC, but our nain client has been LTV Steel M ning.

In 1997 we obtained a bank participation loan fromthe | RRRB and fi nancing
fromthe [ ocal Northland Foundation and the Arrowhead Regi onal Devel oprent
Center to build a new facility and obtain a Rhino Lining deal ership. Rhino
Linings is nationally known as the | eader in sprayed-on pol yurethane
applications. Wile mainly used as a retail product for sprayed-in liners on
pi ckup trucks, our main interest in the product was for applications in the
m ning i ndustry. Rhino Linings polyurethane is used widely in the sulfate m nes
in ldaho and out west. We were able to spray many itens at LTV, including
filter separator barrels, magnetic separator screens, chutes, pipe, and
m scel | aneous pieces. Unfortunately, these itens are no |onger in use.

When LTV Steel M ning Conpany cl osed, we | ost approximately 80 percent of
our sales. W also |ost open invoices when LTV decl ared bankruptcy and had open
contracts that went unfulfilled. This |oss of cash flow has brought our conpany
to its knees.

While spring is usually a busy tinme for bidding work with new construction
or mai ntenance, we've only received one bid package fromthe mning conpanies
this year.

The m ning industry needs help. This entire region is facing an econonic
energency, and w thout the federal governnent's help, we may all go under. The
nunber of conpani es and vendors that have been affected by the LTV closure and
the sl owdown of the mning industry is devastating. W need an anti-dumnping
duty order in place. W need help in securing funds for future m ning
technol ogy, funds for econonic devel opnent, and for the suppliers and vendors
who are struggling to stay alive.



Qur entire region has been affected directly by the foreign steel dunping,
and we plead with you to do what is necessary to keep the people in this area,
as well as the United States, secure in their |ivelihoods.

Thank you.

CHAI RVAN HILL: At this tine | would like to call Jim d owacki, president
of JPG Conmuni cati ons.

* * %
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MR GLOMCKI: M nane is Jimdowacki. |I'mthe owner of JPG
Conmmmuni cations here in Virginia. Thank you for the opportunity to speak here
toni ght; and on behalf of the conmunity, my sincere appreciation to everyone on
t he panel for being here.

At long last, we're having a hearing before it's too late to save this
i ndustry. Gentlenmen, this is where steel begins.

| was a third-generation steel worker. | know firsthand the trauna of
losing a job due to an econonmic downturn. | worked at the Duluth steel plant
until it closed in the early 1970s. | later worked at the M nntac plant unti
the early 1980s, when enploynent in our mning industry was reduced by al nost
one-half. | was following the footsteps of ny father and grandfather, who spent
their entire working lives in this industry.

Nearly 20 years ago | struck out on my own and started ny own
conmuni cati ons and marketing firmhere in Virginia. Today | have a staff of 16,
serving clients here and t hroughout the country. The advent of the Internet,
the World Wde Wb, has enabled us to expand and serve clients just about
anywhere, yet the Iron Range remains the core of our business, providing
out st andi ng enpl oyees and a good base for my small firmto survive.

My remarks toni ght, however, are not about my business, they are about
taconite and the critical inportance this abundant donestic resource plays in
our regional and national econony. Indeed, eight of the top 25 enployers in
this area are directly or indirectly involved in producing taconite pellets,
accounting for 40 percent of the gross regional product here in northeastern
M nnesot a.

These are the basic jobs that support everything: our education
heal t hcare, governnent, and retail trade

This is an industry with nore than 100 years of history, and iron ore
mning today is remarkably simlar to what it was 100 years ago. You clear the
| and, rempve the topsoil, extract and concentrate the iron ore, and ship it to
the steel -makers. Wat's changed today, however, is the technol ogy, efficiency,
and safety for workers.

Now, | brought for each of you a bag of taconite pellets, and |'ve |eft
seven bags for you to bring back to Washington, and | brought many nore for
staff and others; and | think it's inportant to note that in ny hand, | have

bagged one pound of taconite pellets. These contain about 65 percent iron ore,
and this little bag I'm hol ding can be produced for about a penny a pound, nore
like 1.2, 1.3 cents per pound.

Now, our plants can make these pellets today at 25 percent |ess cost than
20 years ago. This is proof that these conpani es have nade dramati c advances in
i mproving efficiencies and | owering costs.

I can't think of any other enterprise that can nanufacture a product for a
penny a pound, and every tinme | visit a mining property, |I'mcontinually amazed
at the enormty of the equi pnent, and | hope you fol ks get a chance to clinb
onboard a | arge production truck tonorrow, because it's a thrill of a lifetine.

The econonies of scale and the noney spent every day to produce these
pell ets which end up costing a penny a pound -- and | hope as you see a pl ant
tonorrow, that you'll be inpressed by everything you see, and the net outcone is
bought for a penny a pound.



Well, where am | going with this analogy? Wll, it's taken us 100 years to
get to where we were today. There remains enough of our resource to |ast for
100 years, and there are opportunities for additional cost reductions and
i mprovenents in pellet quality, as well as val ue-added iron products.

We have in place the capability to produce iron units at a globally
conpetitive price, if there is fair trade. Qur M nnesota taconite mning
i ndustry can neet the needs of the United States for the foreseeable future, if
there is fair trade.

Wil e many of the countries dunping iron ore and steel on our shores don't
respect the environnent, we do. W have recogni zed that environnental
protection is a necessary investnent in good business.

W al so know that foreign governnents unfairly subsidize their producers,
undernining the U S. econony. W can conpete on quality and price, if the
playing field is level. Today, it is not.

Asi de fromthe steel -maki ng end of the business, consider what is at risk
here in northeastern Mnnesota if the taconite industry is lost. Before even
one pound of pellets can be nade again, we need to replace nore than 1 million
acres of land holding the nminerals, mnes, plants, tailing basis and buffer
zones; the electric generation plants to power the mines and mlls; |oconotive
railcars, railroads to transport the product to port; the ports of Dul uth-
Superior, Two Harbors, Silver Bay, and Taconite Harbor; the huge fleet of the
Great Lakes ore carriers; hundreds of supporting vendors and suppliers; and nost

of all, thousands of enthusiastic, highly-trained, skilled workers who keep this
billion-dollar-a-year industry humm ng around the clock, 365 days a year.
This is not an industry that needs to be rebuilt. It's already here. Al

the infrastructure is in place. Yet we find ourselves at a crossroads not of
our own doing, and | urge the Departnent of Conmerce to send a clear and
conpel | i ng message to President Bush that runaway fair trade must be contai ned.

While I'"mnot an isolationist and recogni ze the virtues of an increasingly
gl obal econony, federal intervention is critical to preserving this basic U S.

i ndustry so vital to our national security, now and in the future.

My hope is that we can | ook back on this day here in Virginia and say with
some satisfaction that we made a di fference, that we nade a clear, convincing,
and conpel ling case that we have an industry worth saving, that we renewed our
conmitment to the next 100 years of mning in northeastern M nnesot a.

Gentlenmen, after all, this is where steel begins.

Thank you.

CHAI RVMAN HI LL:  Thank you for your testimny, M. d owacki .

You said 20 years ago you left the nmining industry and started your own
smal | business. Can you relate to us how difficult that was and what
opportunities and what help you mght want to get fromthe federal governnent?
And | understand. | was assistant adninistrator of the U S. Small Business
Adm nistration. |It's not for everybody to go out and start their own small
busi ness, but this may be a small part of a big puzzle, and are there things the
federal governnent can do to help maybe a snall cadre of miners who m ght want
to go out like you did and start their own snall busi nesses?

MR GLOMCKI: Well, 20 years ago it was certainly difficult to start a
busi ness enterprise here, since the concept of ny business was sonewhat alien to
this marketplace and it's not a big netropolitan nmarket where narketing
conmmuni cations firnms can thrive. So | had a | ot of pioneering work to do nyself
in explaining just what it is | could do. And so, yes, it was very difficult,
and yet | think the circunstances today are really different, because with the
advance of the Internet and faster comunications systens in place, you know,
you really can operate nore successfully in a rural environment than you can in
a metro environnent. And yes, the assistance, | think, that would be hel pful to
woul d- be entrepreneurs would be, you know, the governnment could help by further
i mproving our electronic infrastructure up here, and, of course, any |oan



prograns through the SBA or other related progranms that woul d hel p people start
up.

CHAI RVAN HI LL: Okay. Thank you very nuch, sir.

I would Iike to now call Shelley Robinson, the executive director of the
Range Center.

Wl cone.

* * %

{BOn} TESTI MONY BY SHELLEY ROBI NSON{ BOf f}

M5. ROBINSON: Good evening. |It's been a long day for you

My nane is Shelley Robinson, and I'mthe executive director of the Range
Center, a large nonprofit organi zati on providi ng vocational training and
residential services in northeastern Mnnesota to individuals with disabilities.
My testinony will specifically focus on Section 705.4 of the National Security
I ndustrial Base Regulations as it relates to the availability of human services.
I will speak to the issue of human services fromthe perspective of our area
school s and nonprofit organizations. | want to put a nane and face to this
i ssue for you.

As you've heard today, the Iron Range of northeastern M nnesota has a
proud history of an industrious workforce. People living on the Iron Range
pl ace a high value on hard work and a good education. People here also believe
in taking care of their own; therefore, we see dedi cated enpl oyees having
lifelong careers in the mines. W have excellent schools, and we have effective
nonprofit organizations serving the needs of others.

The decline of our industry is eroding our human resources at the
grassroots level, a level that will not be renewable. For exanple, M ke Lang,
superi ntendent at Eveleth-Glbert, points out when 372 LTV enpl oyees |ost their
jobs in this district, 96 students were affected. Twenty nmiles up the road, 275
students were inpacted when 525 jobs were lost. All totaled, on the east end of
t he Range, over 548 students had a parent |lose their job at LTV.

Al t hough devastating to |ocal school district budgets, how does declining
enrol Il ment affect the ability of human resources as it relates to this
i nvestigation? W are losing the very prograns that will keep our m ning
i ndustry alive. When Hi bbing | ost 173 students | ast year, one of the 10 teachers
cut was an industrial technology teacher. This will nean the elinination of
several technical and vocational electives.

Al so, our high school students are not choosing to pursue mning
occupations. For exanple, enrollnent at the East Range Secondary Technica
Center in 1980 was 638 students. Twenty years later, in the year 2000
enrollment is only 205 students.

Tony Kuzni k, president of the H bbing Conmunity and Technical Coll ege,
says the college is on a dowward spiral. Declining enrollnent decreases
fundi ng, which results in fewer course offerings. Fewer course offerings nmeans
further declining enrollnent.

Two hard-hit prograns are the heavy equi pnent operations and the mning
heal th and safety prograns. M ning conpanies are having a difficult tine
fulfilling their conmtnent of heavy equi pnent to the college. The demand for
m ning health and safety prograns purchased by nining conpani es has declined.

Nonprofit organi zati ons are experienci ng what an econom ¢ downturn can do
to the availability of human resources. M organization, Range Center, enploys
over 180 enpl oyees across the Iron Range. The bargaining unit in Hi bbing,

Chi shol m and Eveleth is represented by the United Steelworkers of Anerica.

In the last two nonths, | have signed 16 resignations. Many of those
enpl oyees are noving with a spouse in search of work because they have | ost
their job with a nine or mne-related industry.

We are seeing the care of people with severe disabilities being
interrupted. W can't tolerate this as a nation



Nonprofits rely on volunteer efforts and generous contributions to offer
quality services. United Way executive director Shelley Renner says |ast year
she saw United Way donations from LTV workers and rel ated busi nesses decrease
from $85, 000 to $20,000. Along with decreased contributions, the United Wiy is
getting nore and nore requests for help.

Harlan Tardy fromthe Arrowhead Econonic Opportunity Agency al so points
out that as nminers are laid off, these skilled laborers will be able to out-
conpete unskilled workers for the avail able jobs, therefore creating chronic
unenpl oyment for the | east skilled worker.

Not all nonprofits believe denand for their services will imediately
i ncrease. Linda Squires of the Arrowhead Center is anticipating a reduction in
requests for alcoholismtreatnment. She said once health insurance benefits run
out, few people are able to afford a $4, 000 out-of-pocket expense for treatnent.
Range Wonen's Advocates suns it up well by stating the decline in our industry
and the effects it has on our entire area is a famly issue, it's a public

health issue, a workplace issue, and a community issue. | would add, for the
purpose of this hearing, it is a Section 705.4 hunan resource issue.

I will close ny cooments with a very applicable English proverb: "W
never know the value or worth of water 'til the well is dry."

CHAI RVMAN HI LL: Thank you very, very much for those commrents.

* * *

* * %

{BOn} CLOSI NG REMARKS{ B f }

CHAI RVAN HILL: Well, we've cone to the end of the hearing. | have a few

announcenents to nake.
W will have a copy of the transcript and a copy of all the witten

statements posted on our Web site. That again is ww. bxa.doc.gov. In a very
short -- did | say that backwards? It's been a long day, but it's been a good
day. We will have them posted on our Wb site in a very short notice

Il will leave the record open until August 17, and we encourage anyone who
would Iike to subnit additional coments to what you've heard today to send
those to us, and they will be included in the official record, and fromthat we
will draw information for our work.

I would also like to finish up by thanking again Senator Well stone,
Senat or Dayton, and nobst of all our good friend Congressman Qoberstar and their

staff for making this a very successful session. | also | would also like to
t hank Superintendent Schwab for his hospitality to let us use this very, very
fine facility. | would like to thank ny friends at United Steelwrkers. If you

guys want to just cone out of the shadows for a mnute, you guys have nade this
thing work |ike clockwork. Thank you very nuch. Cone take a bow. They're kind
of shy, but there they are. Thank you very, very much. Also, | would like to
t hank our court reporter for her steadfast support today, as well as our |oca
police departnent and sheriff's department.

Congressman Oberstar, would you like to say a final word?

CONGRESSMAN OBERSTAR: M. Chairman, if | may thank you and all the
menbers of the panel for sitting here attentively, thoughtfully, carefully
listening to every heartfelt word that was expressed by a w de range of
wi t nesses. Today ny friends and constituents in the Iron Range have seen their
governnment at work at its finest. Thank you very much.

CHAI RVMAN HI LL: Thank you. This neeting is adjourned.

(Concl uded at approximately 6:35 p.m, the sane day.)
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| certify that the foregoing is a correct transcript fromthe
record of proceedings in the above-entitled matter.
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