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BOONONIC GROWTE AND METALS DEMAXD

By B. B. Bstes
Vice Prestdent - Marketing
United Btetes Bteel Corporstion
Pittsburgh, Pennsylvania

It 48 & plessure to Mave the opportunity of speaking Lefore the members of
tvo sssocistions made Wp of compenias vhich are such important suppliers to the steel
industry of vhich my ovn compary 1s & part. You sre important suppliers in terms of
the volume of lesd snd zinc vhich the steel industry buys and uses. You sre also
important suppliers An terms of the qualities your products sdd to those properties
vhich steel, in its msny forss, elresady bhes. Thnose added qualities help us serve our
customers better, 8nd they help steel products coxpete more effectively against other
materials 1o the serket place.

It 1s good to be meeting with you here in Chicago, in the hesrt of s large
and groving market vhich your products and ours both serve. U. 8. Steel has stroug
roots in this aree, going beck to the Borth Chicego Molling Mill Compeny, secood
oldest of the original plants of United States Steel. Today, U. B. Steel produces
sore steel in the Chicego eres than any other producer by s considersble margin. It
has the videst product line. In the last seversl years, ve have spert amy millions
of dollars in this area for pev facilities, including & plate mill cspsdle of rolling
the world's videst plates (and, we believe, the world's highest quslity plates); am
additional gelvanizing line that went into operstion last March; and @ bar mill de-
signed to make top quality bars and to produce larger coils. W¥We have snnounced plans
t0 8d4 other facilities here, including & major sheet expansion progras festuring &
5-stand cold reduction mill. Ve believe it makes sense to place investments like
these in this groving steel market msde up of progressive, forverd-looking steel
coonsumers -- the kind vho cen make the best use of top quelity meterials.

Well, that’s enough of "dlowing xy ovn blast furnsce” and, incidentally,
Chicago's "horn of plenty” -- 1f I say mix my metaphors 8 bit.

But, perhape, you will permit one more brief comsercial -- this coe for
the entire steel industry. last fall, the American lroa end Steel Institute opened
& pev steel industry exhidbit st the Chicago Musewm of Science and Industry, located
st 57th snd South Sore Drive. It 18 outstanding smong & group of fine exhidbits,
sany of thea sponsored by companies and industries which use your products. After
8ll, wvhat industries don't! The steel exhidit is of interest to men, women, and
children slike; and I urge you to visit {t if you can spare a fev minutes. You will
find it revarding, and I think you vill be impressed at vhat our trede sssocistica
bas done tO promote our products end public understanding of our industry in & way
vhich would be imprecticel for agy single compeny in the steel industry.

(Presented st the Joint Session
of the Americsn Zinc Institute sad
Lesd Industries Associstion
Chicago, Ill., April ¥, 1963
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Fow, let‘'s get on to the swbject of xy talk, “Bconomic Orowth and Metals ‘
Demand.” Bometimes, it seems to me that “economic grovth” is getting to de & bit like
"motherhood.” Zveryone is for it -- Democrsts and Repudlicens; big business and amall;
business and lsbor. Even goverpment officisls snd college professors are in favor of
1t. Unlike "motherhood,” however, there seems to be considersdble disagreement on Just
vhet “econcmic grovih®™ 1s and, espacislly, oo hov to bring it about. I sm not goirg
10 deal st length vwith either of these suwbjects todsy, sxcept to the extent that s
required by eny discussion of metals dasand. For the most part, moreover, my comments
vill be directed to the aree of steel demand, bov it hes changed, snd why {t has changed.
I believe you csd best make the trunsition to the perticular metals in vhich you are
most directly interested.

It 15 custamary to measure our econamic grovth by use of Gross Natiomal
Product figures compiled by the Federsl Goverument. For this purpose, GNP is usually
expresaed in constant dollars, vhich means that they have deen adjusted, ss wvell as
they can be, for changes in the valus of the 4ollsar so that only changes in physical
volume of output are messured. It is important for us 10 recognize several things
sbout these pumdbers vhich are used so universally for deteraining the existence or
lsck of growth, and its extent.

In the first place, GNP is an estims®e, Qr more properly, the sum total of
many estimates; and the price indexes used to coavert GEP to constant dollars are slso
estimates. Some Of the estimates are close; same are ruther approximete. Some of the
estimating errors may be offsetting. Otbers may not be. The people in Veshington who
work oa these figures would, I am sure, be the first to recognize this. Im fect, their
pudblicetions make it very cleer. But, most people pay no ettemtion to these qualifi. .
cations. This doesn't mesn necessarily that GNP figures are vrong or useless. It does
mean thst changes in 8 short period, perticularly from quarter to quarter or yesr to
yesr, may bmve little meening, especislly if they are small. It does mesn GNP figures
must be used vith care.

In the second place, It should de recognized that the dasiz rate of growth
of the econaxy 18 not alvays reflected in year-to-.year chs in GNP. Ve are in the
badit of saying, "Our economy grev over S per cent from to 1962.® By this wve

mean that GNP (as reported) was over § per cent greater in 1962 than in 1961. This
msy have been partly becsuse our economy vas in the upvard phase of the dbusiness cycle.
Economic growth cansotl be messured on 8 yeer-to-yesr basis. It must be messured in
terns of sn underlying trend over & period of years, vith business cycle movements
carrying GNP above and belov this trend line. Furthermore, ss GKP 1s comstituted,
short-range influences, besically unrelated to economic grovth such as s sudden shift
in inventories or sn imncresse in government peyments for farm surpluses, may grestly
affect yesr-to-year GEP relstionships.

This brings me to my third point. As incresse in certsia items included in
GXP is not economic growth in the senae of being grester production of things that
people vant and are villing 10 pay for. For example, govermment sctivities, such es
incressed expenditures for defemse, the spece program, or natiopal parks, would sppesr
in the figure as an incresse in GNP. MNovever, desirsble, or necessary, any of these
things aight be, t0 you or ms they sre not economic growth ss ve pormally think of it.

In the fourth plscs, even after ve have made due allovance for sll these .
things, the seme rate of grovih in the economy in two different periods could imvolve

vide differences in grovth of verious sectors of the econamy and might involve widaly

varying sctions to stimulste growih. These differences would have & profound effect

oo ths relatioaship of economic grovth to demand for steel and other metals.
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It is obvious that we are going to bear 8 great deal more sbout grovth
ratas in the months shead. The ressons for this are clear -. our economy 18 not
performing as its resources, productivity, and potentislities would permit. As a
consequence, under-utilizetion of men, machines, and meterials is camsonplace in
today ‘s industrial ecene. 1

This affects all of us profoundly -- mot only becsuse of the eccoomic
and social waste of men unable to find jobs, but also Lecsuse sll of us represent
campanies that produce metals; and recent years have seen fev ocutput records im
our industries.

fat's lock more closely at the arss of metals damand I knov Dest -- the
postvar record of steel production. Scome of the specisl circumstances and prodlems
faced by steel producers are common to all of us bere today, 8o that this analysis
may prove helpful in revieving your ovn industry or campany problems.

Steel production reeched sn all-time high of 117 million ingot toms in 1955,
and aversged 115 million for the years 1955-5T7. Bince then, output has not touched
the 100 million ton level for any yesr; elthough annual totals of 99, 98, and again
98 mill10n toos Auring the pest three years approsched it. (I think we'll breek
through that 144 in 1963 but the penetrstion vill prodably not be greet.)

One fundsmentel reason for the relstively low level of recent years lies
in the movement of finished steel inventories in the hands of steel consumers im
the manufscturing, transportation, and construction industries. Each year since
1956, these consumers have drawvn dovn their steel inventories. Ve estiaste this
inventory reduction has aversged over 2 million product tons per yesr -- compared to
average annual Inventory building of 2.4 million toms in the 1955-57 period.

In terms of ingots, steel requirements in the mid-fifties were overstated
(compered with consumption) by 3-1/2 million tons & year; and in the yesrs from 1958
through 1962, they have been understated by more than 3 million toas & yesr. Ia
total, steel ingot production has been reduced by more then six million tons an-
nually, oot becsuse our economy is using less steel, dut bdecause of 8 change is
steel coosusers’' inventory prectices.

The resson for this cutback in stocks liet in the rapid and camprehensive
expansion of steel availability in the postvar period. [Efficient and repid deliv-
eries by the steel mills make large custamer inventories less necessary, and modern
inventory cootrols have helped to make lov inventories of purchssed meterial econmm-
ically fessible. Ve believe the recent inventory liquidstion cycle brought industrial
stocks of steel down to & minimum st the end of 1962, While there will de temporary
svings up and 4ovn in inventories keyed to lsbor negotiations and the business cycle,
steel producticn in the future should more closely parsllel the growth im steel
consumption.

A second important fsctor that has held dovn damestic steel output 4n
recent yssrs has been the shift in the nstion's export-import balance of steel mill
products. The rise in steel imports and decline in exports between 1955.57 and
1962 has meant 8 1088 to domestic steel productts of some six million tons snoually
of shipments of steel mill products, or in terms of ingot production, & loss of
about eight million toums.

It $s important to rememder that thease tvo major factors depressing steel
output in recent years have not involved any lesseiing of steel's key role in this
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sstion's industrisl fremevork, but rethar s shift in source of supply for a part of
our needs to stesl from abroad and steel moving out of inventory.

Bovever, these factors alone are not enough to explain vhy production of
steel has declined relative to earlier periods. Even vhea the tvim effects of negs-
tive trade balance and inventory sving have been tsken into account, the fact remeins
that there has been no incresse in the tons of steel used by our econamy over the past
decada. Ve have been barely holding evea.

Scose of the reasons for this lack of forwerd thrust are ocdbvious. Ia the
eerly postwvar period, there vere sharp increases in the steel requirements of the
reilrosds, of agriculture, and for oil and gas drilling. During such of the recenst
pest these areas of steel vere declining, reaching extremely lov lewels ia 1960.
Sovever, we have already sven some improvement in both fars and reilroed markets,
though they remain far from record levels.

S8imilarly, military requirements for steel resched a postwar high duriag the
Korean Wer in the esrly fifties, falling sharply theresfter ss our dafense budget
shifted from the conventionsl vespoary of a smsll var to the highly complex research-
oriented weepons sSystems that characterize our defense today. The pet decline in steel
requirements betveen the Xorean-stimulated 1953 pesk and presemt military usage ssounts
t> seversl milliocn tons, vhile total defense dollars being spent are actually higher
than they were 10 years ago. This flov of nstional income hes shifted to srees using
relatively less metsal per dollar spemt.

The net effect of these seversl declines in steel.using markets has been to .
conceal the basic grovth inm several major consuming ipdustries. It is important to
note that these losses are sll dehind us, and vill not sudbtract further from steel
demand. These merxets may, in fact, add to future requirements nov that the post-
wer shakeout has been sccomplished.

There are three other important influences on steel use, the first one, well
publicized and the second tvo perhaps less well known.

First, there is increesing competition from other materials, including cement,
aluminum, plsstics, glass. You sre all familisr vith aluminum orange juice cans, pon-
returnable beer bottles, sluminum in same perts of some sutomcbiles, prestressed
concrete {in construction. Although hundreds of other such examples might de listed,
the total tonnage of steel invclved to date is not tremendous. Yet, this challenge s
significant -- particularly vhen added t0 all the others.

Becondly, there is “technologicsl unemployment of steel,” as someocne lms
called it. Bteel users are becaming mors cost minded. They are sdopting steel proces-
sing end fabricating methods which reduce scrap, so they use smaller toanages of steel
to produce the same Quantity of & particulsr part. Along the same line, tvo seemingly
opposite trends ere taking place -- minfaturization aod magnificetion -- both reducing
the smount of steel needed to 40 & specific job. For exmmple, the development of
transistore hes msde it possidble to make redios, television sets, snd electromic devices
of many kinds, smaller than in the pest. This hes reduced the smount of steel used
to enclose them. e

At the opposite pole, wve have higher capacity machines of many kinds being
produced, vith one doing the work formerly done by tvo or more. For exsmple, the
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generators and transformers nov being built are capsble of producing and bandling
acre current than units duilt ten yesrs sgo. They are more efficient, mare sccodm-
ical, and use less steel then the seversl earlier models required to do the same Job.

Closely sllied to these shifts in consumer technology are the changes and
sdvances in steel themselves. Bteel producers are making and selling improved steels
wvhich do sore work per ton. BStroager steels are carrying greetsr loais per ton}
thinner steels are covering more surface per pound; corrosion- and sbresion-resistant
steels are lasting longer. These steels are serving customers dettsr. They are
belping steel compets in the market. But, they do mesn less tonnage for s givem Job.

Many of these factors affecting steel demand may heve run their course.
Others may continue though, perhspe, st s reduced rate. But the competitive chal-
lenge ia there, and steel 18 responding to this chellenge.

One of the most important ansvers to be found by any Steel company in meet.
ing these provlems lies in cost reduction snd product improvement. Recognizing these
needs, ve st U. 5. Steel have poured millions of dollars into facilities and research.
Our developments in continuous cesting have received videspresd attention in recent
wveeks, and they vill bring notable advances in both product quality and productiom
efficiency. :

The list of nev and improved steel products 1s long and still growving.
Scme examples sre lightweight tin plate; higher strength structurul shspes; special
steels for lov tempersture applicatiocns; and steel products with improved mschining
properties. Buch products as these belp steel producers and their customers take

greater advantage of growth and change.

It 4s against this background of technological sdwvance that we have designed
our marketing programs to take sdvantage of the many diverse and outstanding quali.
ties of both mev and 0ld steels. Marketing steel, or any product, 1s e continuous
process in vhich planning for experied snd more profitadle ssles, and timing are key
elements. It includes 8 variety of functions extending from marketing research to the
stimuletion of market and sales duilding activities by distridutors and retailers of
products asdas of steel.

To achieve & specific marketing objective may mean starting vith the devel.
opeent and the promotion of the processes necessary to fabricate 8 particular greds
of steel economically. . . or the development of spplicstions for s particular grade
of steel. . . or eacoursgement of approval and specificatioa of some grade of steel
in & specific applicetion by shoving materials engineers on the staffs of code suthore
ities and goverrment agencies hov it 1s used. . . Oor the stimuletion of steel consumers
to buy s pev grade of steel. . . or maybe sll of these things must be dooe at coe
and the sams time.

To be successful, 8 marketing program sust trigger a complex decieice-
making process over & coasidersble time period. There &re many decisioas by many
pecple to be influsnced sgainst the oppositics of many competing factors. Thess de-
cisions eventuslly will involve some or all of the steel consumer's sctivites in
styling, engineering, designing, distridution, sdvertising, merchendising, and selling.

Steel companies, &85 vell a8 the American Iron and Steel Institute, are
becoming more and more active in various types of spplicstion development and research.
They are vorking to bring sbout improved designs of end products to take full adwen-
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tage of the charscteristics of steel. 1n most ceses, the inrceds of another saterial
into s steel merket involve redesign of the end product. Bgusl sttention to redesiga,
using steels to full sdvantage, frequently lesds to even greatar econcmies, or end
product improvements.

] Several years ago, the campanies in the steel industry working through the
Institute initisted & campaign eimed et increasing the public's svereness of the
versatility and advantages of steel. The objective was to make sure that the pblic
placed @ proper value on steel o end products, that they 4id mot prefer products
nede of other materials is the belief that Decause some of thess msterials were never,
they vere, therefore also better. BSurveys indicste that this continuing program is

ﬂ producing significant results.

3 hmerous efforts have been made by steel companies to expend various markets
. E for steel such es cans for soft drinks, galvenized steel farm structures, stainless

™ steel tanks for bulk milk handling, and steel curtein vells for office butldings.

N The use of cans for soft 4Arinks bas grovn et & rate of nearly 50 per cent 8 yesr for

saveral years.

: 1 have taken 8 good Dit of time 8o far to descride some of the problems
facing the steel industry today and t0 indicste some of the wvays in vhich we are taking
action withir United Ststes Steel to meet these challenges, as well es some of the
things being done by those in the indusiry end by the AISI. There 1s, hovever, one
all-encompessing prodlem that po company can overcome itself, no matter how well coa-
celived 1ts efforts, and that is the economic envirooment in which decisioes are made, ‘
and ections sre takea.

All the fectors 1 have pentiocoed -. inventory shifts, foreign campetitiom,
substitute meterials, changing technology, and certsin coosuming market declines -
are facts of our current, resesrch-oriented, cost-conscious industrial scems. TYour
industries bave als0 felt the impact of most of them.

il

Bovever, the single most important change hes been the sloving in over-all
economic growth. The metals industries, as the suppliers of most of the basic mate-
rials from vhich the production and coastruction of sll kinds of equipment and
structures proceed, suffer most from such & leveling off. We must have true growvth at
samething better than the slov incresses of the pest eight years if our markets are to
spprosch their earlier growth tresd.

it

Let's take & ajoute here to 1ook et the record. Betveen 1547 and 1955,
Gross Bationsl Product recorded s real sanual rete of increase sround A per cesmt;
industrisl production incressed by 5 per cent 8 year, and the cutput of dursdle
§00ds -- the eree vith vhich we is the metals busimess sre most cancerned -. sdvanced
st an manusl rete of 6 per cent. Reflecting this postwer boam, the use of steel rose

st & beslthy 4-1/2 per cest & yesr.

In contrest, betveen 1955 and 1962, totsl nstionsl output increased by oaly
2.7 per cent s year, industrial production rose by 2.8 per cent, and the output of
dursbles sdvanced by only s little over 2.per cent, and steel usage declined slightly.

It is this slovdown in growth thet must be reversed if ve expect to see 9
unemployment retes fsll and opereting levels rise. What, then, sre the prospects for
sore vigorous growtht
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1 There are several indicstions that we cea reasooadly hope for something Letter
- than the performance of the late fifties snd early sixties.

; Private cspital investment has been sluggish in recent years, reflecting
both the squeeze in profits and decreased sveilsbility of sttractive iavestment op-
portunities. In a sense the past 5 to 10 yesrs heve been a period in which owr
economy bas Deen groving up to its expended capecity ant eslargsd supply of ocnsumer
4uradle goods like cors and home appliances.

Bov, s major replscement job 18 defore the American economy, stimulated ia
pert by campetition from modern oversess plants and, inp still larger meesure, by ia-
tense damestic competition. The incresse in business activity in the yesrs aheed ss
ve replace and modernize the equipmsent installed in the early postwer period will, ia
turn, generste reneved dmmand for expansion of productiocn facilities. The right tax
policy, recogniting the need for a continuing climste fsvorable to cespital investmenmt,
rether than short-raage stimulation of consuser spending can do much to fecilitate
i this whols process.

N

The changing camposition of our population may also bave cootriduted {n part
%0 our econmmic slowvdown in recent years; but it will cootribute to faster growth ia
Gemapd for hard goods and steel in the years shesd. During the five yeers from 1955
1 to 1960, the sharpest rise ia our population ves smong teenagers -- 8 relstiwvely
limited merket for dursble goods. Ejually importast was & decline in the mumber of
people 20-29 -- the major source of nev household formstioms.

Fortunately, this problem carries vith it its own solution, as yesterday's
teenager becames today's householder. Population studies of the Census Buresu in.
dicete that during the next ten years, the fastest groving portiom of our population
will be this critical 20-29 age bracket, send household formaticos vill be om the
increase again. This should give s definite boost to duredle goods productiom.

Thus, the dbasic materials for a pev surge in nmational econcmic growth are
present. Ve have the industrisl plant, the manpover, the markets -« but 40 ve awe
the trigger -- the will to grov! Are wve ss a zation more concerned vith securing our
present standard of living than in schieving & detter ooe?! In the nmme of security
many sins have bLeen camitted in every phase of national life, and they have cost
us progress.

Uotil our mation recognizes that the ansver to technological unexploymest
is not obstruction, but grovth in final markets; until every company recognises that
the ansver to competition from vhatever source lies in doing & better Job snd aot ia
government 8id; uatil the force and creative stimulus of individual Americans are
cut loose from the desdening shackles of incentive-destroying taxation; until thase
things beppen, ve vill not cespitalize on our national potenmtisl.

Personally, I's hopeful that ve vill make progress in these vital arees.

As I close, let me smphasize the specisl importance of all this to w 1
the metsls industries. Certainly, it 1s importast to every American and every
business, large or saall, vhether it produces and sells services; or farm products)
or consumer products,durable or mom-durshle; or industrial products. But, it is
douwdly important to us; because such 8 lergs part of our output goes into capital
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goods of sll kinds. If our econaxy can enter & period of sound growth vith a high .
level of capital investaent -- aimed not at expansion of output alooe, dut also et
Bev products, better products, and lover costs -- damend for the metals ve make will
be strong snd vill grov at e good rete. If you, personally,foresss this sort of
grovth, you can interpret it 1o mesn & good future for your business, provided you
4o vhat is required to take sdvantage of the opportunities it opens to you.
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