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Massachusetts Development and Industrial Commission,
Room 103, 20 Somerset Street, Boston 8, May 2, 1951.

To the HonorableSenate and House of Representatives

In compliance with the provisions of chapter 64, Re-
solves of 1950, this Commission is submitting the results
of an investigation and study relative to erecting a steel
mill within the Commonwealth.

Using funds provided by the Legislature for this pur-
pose, the Commission employed a reputable firm to make
the investigation and prepare the attached report.

This Commission did not consider a broad, compre-
hensive study for two main reasons: in the first place, the
funds made available for this purpose did not begin to
approach the sum which would be required for such a
study; secondly, several extensive studies had already been
made and another was in process, all having to do with
the question of erecting a steel mill in New England.

With this in mind, the Commission felt that the small
sum at hand could best be used by having existing studies
evaluated and certain vital factors, such as freight rates,
closely and thoroughly checked.

The attached report, the Commission feels, is a sound
approach to the question, “Is it feasible to construct a
steel mill in Massachusetts?” As pointed out in its sum-
mary, two mills in New England are not warranted. The
report adds, however, that should the Connecticut mill
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not materialize, this Commonwealth should be ready to
re-appraise the entire situation in a definitive manner
and in the light of existing conditions, with a view to the
possibility of establishing a mill near Fall River.

Since the Connecticut picture is still unsettled, this
does not appear to be the time to make a recommenda-
tion for such a definitive study.

Respectfully submitted,

POWELL M. CABOT,
Chairman.
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LETTER OF TRANSMITTAL FROM FESSEN-
DEN S. BLANCHARD AND ERIC MORRELL,
CONSULTANTS.

Febetjaet 16, 1951

Mr. Amico Bahone, Executive Director, Massachusetts Development
IndustrialCommission, 20 Somerset Street, Boston, Mas

Dear Mr. Barone : In compliance with the request
of your Commission, we have conducted a study regarding
the feasibility of a steel mill in Massachusetts and now
have pleasure in transmitting to you herewith our report.

As outlined to you and Mr. Powell Cabot, chairman of
your Commission, our investigation was to proceed along
the following lines.

Instead of incurring the expense of making a new de-
tailed study and analysis of the market for steel in New
England, w 7 e would examine all the existing surveys as to
their conclusions, and the dependability of the data used
for reaching such conclusions.

In the event that we should consider any of the data
to be lacking in evidence as to dependable fact, we would
recheck or re-compute such factors, providing it did not
require a detailed survey. In addition, we would investi-
gate those phases of the entire subject which in our
opinion had been neglected or omitted, and which we felt
were important at this stage of the investigation.

Accordingly, we have checked every study to which we
were able to gain access and have re-computed those
factors which we considered in doubt. This included a
thorough scrutiny of freight rates.

We also considered it necessary to make inquiries
regarding the possibility of financing, as well as the atti-
tude of the federal government and existing steel com-
panies toward the possibility of a steel mill in Massachu-
setts.
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In conformity with our usual practice, as stated to you
previously, of not quoting any person we interview in a
manner which would make possible the identity of that
individual, it was possible for us to obtain a large amount
of valuable and confidential information. This, combined
with the full co-operation extended to us by every one we
contacted, has been of inestimable value as background
material with which to evaluate both facts and opinions
and appraise the situation as it actually exists.

A list of the most important individuals and organiza-
tions we contacted is included at the end of the report,
following a section in which we have summarized the
report and appended our conclusions.

We would like to take this opportunity of thanking you
for the privilege of undertaking this assignment. Also,
after you have studied the report, if there are any ques-
tions you would like to ask or any phase of the report you
wish to discuss, we shall be glad to meet with you at your
convenience for that purpose.

Yours very truly,

FESSENDEN S. BLANCHARD.
ERIC MORRELL.



HOUSE —No. 2524.1951.] 7

The Need for a Steel Mill in New England.

There is no doubt that Massachusetts in particular,
and New England generally, is a large consumer of steel.
Proportionate to its size, more steel is consumed in the
tri-state area of Massachusetts, Connecticut and Rhode
Island than any single State of the Union. That fact,
combined with availability of tidewater sites and the
greater importance of market over proximity to raw ma-
terials (due to a much higher proportion of freight rates
for finished products than for raw materials), would seem
to indicate prima facie evidence as to the advantages of
this area for the location of a steel mill.

In spite of the size and importance of the New England
steel market, there is no gainsaying that this market
has been relatively neglected and has had to suffer the
consequences of inadequate supplies, lack of dependable
deliveries, and heavy freight costs.

The possible, even probable, eventual consequences
upon the industrial economy of the Commonwealth in the
event that no steel mill is erected in the region are serious.
Those industries using the baser forms of steel on which
heavy freight costs cannot easily be absorbed will be
tempted to move their establishments closer to the lo-
cation of steel mills in order to reduce their transportation
costs. And those industries fabricating relatively small
quantities of steel into high value products will be simi-
larly intrigued by the possibility of a more dependable
source of supply if they re-locate adjacent to a mill.

Therefore it would appear vitally important that the
steel-consuming industries of Massachusetts have the ad-
vantage of so many of their competitors in being in close
proximity to a mill.

REPORT ON THE FEASIBILITY OF A STEEL
MILL IN MASSACHUSETTS.
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At the same time, since a steel mill attaches unto itself
a considerable number and variety of auxiliary industries,
the location of a steel mill within the boundaries of the
Commonwealth would undoubtedly accelerate the growth
of the State’s industrial economy.

But the desirability of a steel mill based on these argu-
ments alone cannot be construed as sufficient justification
for assuming that such a steel mill is feasible. Such a
possibility is dependent upon a large number and wide
range of complex factors, not the least of which is the
existing international situation when normal economic
criteria are displaced by the dictates of a national emer-
gency.

It is not merely possible, but very probable, that as
long as the emergency lasts, the national demand for steel
will be sufficiently large for the capacity output of a steel
mill in New England to be assured. And if the emergency
period should be of long duration, and then be followed
by a continued heavy demand for steel to satisfy the
backlog of domestic needs, it is possible that such a mill
might gain sufficient strength to withstand an ensuing
competitive period when the lines of demarcation between
market areas again become more sharply drawn.

But since no one can predict with any degree of ac-
curacy how long the emergency will last, it has been
deemed wise to pursue this study on the basis of presently
known facts regarding normal conditions.

Although it may not be possible to predicate all of the
various factors with certainty, each of them must be
examined as accurately as possible to determine what is
the most probable degree of success such a mill could be
expected to attain.

If it is assumed from a long-range viewpoint that an
integrated steel mill in Massachusetts would be owned
and operated by private enterprise, its feasibility can only
be viewed in the light of its ability to compete successfully
with other mills in serving the market area in which the
mill is situated.
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With abolition of the basing point 1 system, the problem
of freight rates assumed major proportions. To illus-
trate this point, let us predicate two companies, one
located in New York and the other one situated in Boston,
but both of them obtaining their supply of steel from
Johnstown, Pennsylvania. Under the present method of
purchasing their steel f. o. b. the mill, the New York con-
cern will pay a freight rate of $lO.BO per ton if the mini-
mum quantity is 40,000 pounds, while the Boston company
will pay $14.40 per ton. Therefore, unless the quantity
utilized is small and/or the finished product carries a dis-
proportionately high value capable of absorbing the
freight rate on the original steel, the Boston company will
be at a serious disadvantage in selling their product in
competition with the New York manufacturer.

Under these circumstances it will readily be seen that,
assuming the price of a given steel to be the same at each
mill, it is imperative for a user of steel to purchase his
requirements from the mill nearest to his plant in order
to reduce the freight charges to the lowest possible point.
And the lower the value of the finished product, the more
important it is for the manufacturer to reduce the freight
charges.

Geographical Area of the Market.
From this point of view it is obvious that every user of

steel in Massachusetts would like to have a mill source of
supply located in the Commonwealth. But since the total
consumption of all varieties of steel by fabricating in-
dustries in Massachusetts is far below 750,000 tons per

Under the basing point system, no customer was permitted to purchase steel f. o. b. the
mill. But instead of the customer always paying the exact amount of the freight from each
mill, he only paid the cost of the freight from themill nearest to his place of business. For
example, if a company in Rochester, New York, purchased a certain type of steel from a
mill at Buffalo, the purchase price would be the cost of the steel plus the freight from Buffal
to Rochester. But if that company also bought the same category of steel from a mill at
Pittsburgh, the Pittsburgh mill would only charge the cost of the steel plus the freight from
Buffalo to Rochester and not the freight from Pittsburgh to Rochester. However, if th
Pittsburghmill couldship thatsteel by waterat a freight cost lower than therail freight fr<
Buffalo to Rochester, the Rochester company still would pay the delivered price of the cost
of steel plus the rail freight between Buffalo and Rochester.
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year, which is insufficient to support the profitable oper-
ation of a modern integrated steel mill, it is necessary to
determine the following:

(a) Within what geographical area from a point in
Massachusetts, where a steel mill could be practicably
established, is the freight rate on steel mill products equal
to or less than the freight rates from presently operating
or projected steel mills?

(6) Having established the geographical area in which
freight rates would not materially exceed the freight rates
from other steel mills, is there an immediate or foreseeable
future demand for steel products, economically capable of
being produced in one integrated mill, large enough to
justify the establishment of such a mill?

For the purpose of comparing freight rates we have
assumed that the Fall River area would be the most
practicable site for locating a steel mill in Massachusetts.
On this basis, and comparing the commodity freight rates
from existing steel mills, we find that points as far west as
Albany and Schenectady, New York, can be reached more
economically from Bethlehem, Pennsylvania, than they
could from Fall River.

Similarly, industrial centers to the Southwest, such as
Newark, New Jersey, Paterson, New Jersey, and New
York City, also can be reached at lower freight rates from
Bethlehem, Pennsylvania, than they can from Fall River.
Bridgeport, Connecticut, on the other hand, is equidis-
tant from both Bethlehem, Pennsylvania, and Fall River,
as far as freight rates are concerned.

But because Bethlehem produces relatively few items
that enter the New England market, it is found that
Schenectady can be reached at a lower rate from Buffalo
than it can from Fall River, and that the farthest westerly
point that Fall River could expect to tap would be
Albany. And the farthest southerly point from Fall
River would be New York, due to the existence of a
special rate. Northern New Jersey can currently be
supplied from Sparrows Point, Maryland, at a rate sub-
stantially below that which would prevail from Fall River.
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Therefore, on the basis of freight rates, per se, from
existing steel mills exclusive of Bethlehem, Pennsylvania,
the competitive geographical area available if a steel
mill were to be located near Fall River would be all of
New England, New York State as far as Albany, and New
York City.

But two major steel companies have now announced
their intention to construct new mills. One of these, to
be built by U. S. Steel Corporation, near Trenton, New
Jersey, will be so located that it will diminish further,
from a freight-rate standpoint, the geographical area for
any steel mill which might be erected at Fall River.

Such a mill near Trenton will have a lower freight rate
to Albany and Schenectady, New York, New York City,
Paterson, New Jersey, Newark, New Jersey, Bridgeport,
Connecticut, and New Haven, Connecticut, than any
other mill, including Fall River.

Therefore, on the basis of freight rates for finished
steel mill products, the future geographical area for a
mill if it were located at Fall River would be Maine,
New Hampshire, Vermont, Massachusetts, Rhode Island
and approximately half of Connecticut. And in the event
that the steel mill now being considered for New London
should come to fruition, the market-generating area
for a mill at Fall River then would shrink almost to the
vanishing point, unless the volume of steel tonnage and
varieties of steel needed within the area should prove
to be large enough to support another mill. This latter
possibility would be dependent upon what size mill is
contemplated for New London and what variety of
steels and steel mill products are produced in comparison
with demands.

However, advantageous freight rates alone do not
determine a geographical marketing area. They are
merely indicative of such an area and can only be effective
on those particular steels and steel mill products produced

Two New Steel Mills for Mid-Atlantic States.
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by a specific mill. No mill can or does produce every
variety of steel and steel mill product which is consumed,
which explains in part why some steel mills or companies
are known to invade other than their own marketing
areas. Consequently, as the number of steel mills pro-
ducing a constantly widening range of steel and steel
mill products increases in the northeast section of the
United States, the opportunity shrinks for a new mill,
such as might be considered for Massachusetts, due to a
diminishing market area.

It is for this reason that construction of the U. S. Steel
Corporation’s new mill near Trenton, New Jersey, offers
dual competition to any projected mill in Massachusetts;
(1) on the basis of freight rates in general it tends to
decrease the market area of a Massachusetts mill; and
(2) it is likely to provide this section of the country with
a greater variety of steels and steel mill products at
more competitive freight rates than previously existed.

In addition, the projected mill of National Steel to be
erected on the banks of the Delaware River will make
available in this general area a still greater volume and
variety of steels and steel mill products which will limit
further the New England market area or make it more
competitive.

Possibility of a Stebi Mill in Connecticut.
Announcement that a Certificate of Necessity has

been granted for the construction of a steel mill in Con-
necticut must also be taken cognizance of in appraising
the possibilities for a mill in Massachusetts.

Because of the relatively short distance between Fall
River and New London, near which it is said the Con-
necticut mill will be erected, the geographical market
area would be approximately the same for both locations.
Consequently, should the New London mill come to
fruition, both its ingot capacity and the quantities and
varieties of steel to be produced would need to be de-
ducted from the totals consumed in New England to
determine whether or not a sufficient volume remains
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to warrant the establishment of another mill as close as
Fall River.

One advantage to Massachusetts, if the New London
mill materializes, would be the great saving in freight costs
to those users of steel in the Commonwealth who are able
to obtain their requirements from the Connecticut mill.
Also, even though a Connecticut mill may reduce or elimi-
nate the feasibility of a Massachusetts mill, its proximity
to Massachusetts would not only tend to reduce the possi-
bility of some steel-consuming industries from leaving the
Commonwealth, but would probably influence the estab-
lishment of new plants.

An indication of the possible effect of freight rates upon
the Massachusetts market area can be seen from the
accompanying table, showing the freight rates from
various steel mills, including Fall River and Trenton,
New Jersey, to a variety of steel-consuming centers in or
around the perimeter of the New England steel market

arc
At the present time there are no commodity freight

rates for steel mill products established for Fall River.
Therefore, for the purpose of comparison with Trenton
and other points it was decided to use the existing com-
modity rates from New Bedford. New Bedford is farther
away from westerly and southerly points than Fall River,
so that unless completely new commodity rates should
be established, it is unlikely that rates from Fall River
would be more than those from New Bedford. However,
the mileage difference is so small that the differential
could not be great.

It is recognized that with establishment of a steel mill
at any given point, it is possible that existing commodity
rates might be changed or new ones established which are
lower than those prevailing for adjacent points. But
until such rates are actually set up and approved by the
ICC, recourse can only be made to comparable existing
data.

The possibility that a commodity rate might be estab-
lished for Fall River which would be proportionately less
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than for Trenton is unlikely because it is equally possible
that the existing rate for Trenton may be lowered at the
same time. Furthermore, since the mill at Trenton will
have an output almost double that of any mill which
might be located at Fall River, this additional volume
would tend to influence the establishment of propor-
tionately lower rates from Trenton than from Fall River.
If this should occur, the freight rate advantage from
Trenton would be even greater than that shown in this
study on the basis of current comparisons.

The added volume resulting from National Steel’s
mill in the same general area would be apt to lower still
further the commodity rate from this region. Therefore,
the differential shown in the present study can safely be
regarded as conservative as far as Trenton’s advantage is
concerned.

England Market.Analysis of the New
In view of the foregoing, it will readily be understood

that a detailed analysis of the New England market area
is essential.

Before proceeding to discussion of such an analysis it
should be pointed out that unless each user is individually
interrogated as to his specific needs, and the results tabu-
lated for each size, weight, width and variety of steel or

Tort of that can only be a
Even then, little or no

steel mill product, anything
hypothetical approximation
allowance could be predicated for such consumers of steel
as may be committed to obtain their steel requirements
from parent steel companies, or those who, for one or
more of a variety of other reasons, could not or would not
be willing to change their present source of supply.

The importance of these two points cannot be stressed
too much. It has been said, and probably rightly, that
no other area of comparable size in this country uses such
a diversified range and variety of steels and steel mill
products as New England. To illustrate this point, the
president of Bethlehem Steel Company told a joint con-
gressional committee that it requires the product of six
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different mills just to cover the wide variations of bar
specifications of his company’s New England customers.

Within the limitations of this study it has not been
possible to make a new and dependable detailed market
analysis. But various other groups and organizations
have attempted to make estimates of the market in recent
months, and these have been examined with considerable
care.

The Isard-Cumbbrland Survey.

In “New England as a Possible Location for an Inte-
grated Iron and Steel Works,” Dr. Walter Isard and John
H. Cumberland used the 1947 Census of Manufactures
data with which to determine their estimate of the quan-
tity of steel consumed in New England. Except for
relatively broad classifications, they did not attempt to
analyze the market in detail. On the basis of their esti-
mates, it might be postulated that the total consumption
of non-New England produced steel, amounting to
I, tons, is too small to warrant the expense of a
detailed analysis, since the quantities and varieties capa-
ble of being produced in one mill would obviously be too
small to justify consideration of the construction of a mill
for that purpose.

It should be remarked at this point that the Isard-
Cumberland study was submitted to a number of com-
petent individuals for comment and criticism, and of
those with whom we talked the study was classified as
eminently fair and dependable.

The Iron Age Survey.

In contrast with the Isard-Cumberland study, a survey
conducted by Iron Age with regard to national steel con-
sumption in 1948, showed New England’s share as
2,870,278 tons. This study, which was based upon a
sampling procedure, is said to be more accurate with
regard to its totals than it is in respect to its regional
conclusions, and especially the totals for New England.
From our own investigations we feel quite certain that,
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in so far as the Iron Age totals for New England are con-
cerned, they should not be depended upon, and it is our
impression that the Iron Age today would concur in such
an opinion as far as New England is concerned.

The N. I. C. B. Survey.

Another study indicating total shipments of steel mill
products into New England for 1947 was recently com-
pleted by the National Industrial Conference Board.
According to their estimates, receipts of steel into New
England in 1947 totaled 2,657,952 tons. In citing the
sources of data used for their computation, the N. I. C. B.
states that they used the American Iron and Steel Insti-
tute’s national totals on shipments of all finished steel to
consuming industries, and that the “A. I. S. I. figures are
known to be reasonably accurate.” They also indicate
that they at least took cognizance of the 1947 Census of
Manufactures data and used the Iron Age figures for dis-
tribution purposes. Continuing, they say “Unfortu-
nately, the Bureau of the Census data are often at odds
with both the A. I. S. I.’s figures and the Iron Age esti-
mates,” thereby implying a lack of complete dependabil-
ity upon one or all of these figures. In conclusion, the
N. I. C. B. states; “In an attempt to cancel some of the
inconsistencies in the basic data, an average for 1947 was
struck.”

In view of these explanations, and based upon our in-
vestigation of the data used, it is our opinion that the
N. I. C. B. estimates should not be depended upon for
New England consumption of steel.

The Econometric Institute Survey

Still another study made to determine the volume of
steel consumed in New England was carried out in 1948
for the New England Council by the Econometric Insti-
tute. According to their computations, which were based
upon statistical projections of the 1937 T. N. E. C. esti-
mates, the total amount of steel consumed in New Eng-
land in 1946 was 1,637,000 tons. This report has been
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studied at length, and though it is undoubtedly com-
mendable in many respects, its basic data, and conse-
quently the conclusions reached, are not considered
sufficiently dependable to determine accurately whether
or not an adequate volume of steel consumption cur-
rently exists in New England of a type suitable for manu-
facture by a mill located in that territory.

Steel Company Surveys.

At least two large steel companies have surveyed in-
tensively the steel market of the eastern seaboard, in-
cluding that of New England. One of these is known to
have been extremely analytical, as may be judged by the
fact that in one New England State alone more than
1,000 users of steel were interviewed to determine the
size, weight, width, variety, finish and quantity of each
steel or steel mill product used.

On the basis of these surveys, the steel companies in-
volved decided that from their viewpoint it is more ad-
vantageous to have an integrated steel mill located in the
Middle Atlantic States than in New England, where the
diversity of steel mill products consumed is so great, and
the quantities capable of being produced in- one mill are
in many instances relatively small.

Other steel companies also are known to have given
serious consideration to the establishment of a steel mill
in New England, and they too were of the opinion that
the market did not offer them the opportunity which
could be more profitably employed by expansion of then-
existing facilities or location of new plants in other places.

In each instance the New England aggregate steel
market was appraised at slightly in excess of 2,000,000
tons annually.

The Connecticut Survey.

A market of similar dimensions, or approximately
2,300,000 tons, was the conclusion reached by Coverdale
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and Colpitts iu their market survey conducted for the
State of Connecticut through the New England Steel
Development Corporation.

Since we have not been able to obtain direct access to
this survey we can only depend upon such information
regarding it as we could secure by other means. The
survey, which we are told was definitive and based upon
personal interviews, concludes that a steel mill at New
London, having an annual ingot capacity of 1,250,000
tons, and equipped primarily for rolled products, sheet,
strip, bars and small shapes would need to include a part
of New York and northern New Jersey within its market
area. Such a possibility they believe to be reasonably
assured.

But according to our findings regarding the advanta-
geous freight rates from Trenton as discussed elsewhere
in this report, it is • our opinion that while it may not be
impossible to invade the New York-northern New Jersey
market from a mill in New England, the competition will
undoubtedly be severe unless the New England mill pro-
duces items which cannot be secured from Trenton or
other near-by mills.

As stated previously, it is extremely probable that if
the emergency period is protracted, the capacity pro-
duction of a New England steel mill might be assured not
only for the life of the emergency, but for such time there-
after as is necessary to catch up with the backlog of do-
mestic needs. But once the emergency has passed, re-
gardless of the length of its duration, and the shortages
created by it have been alleviated, the lines of demarcation
between market areas are likely to again become more
sharply drawn.

Gross Consumption Ample for Mill.
For that reason it would be essential to make a very

thorough and detailed survey of the market before any
final conclusion is reached regarding the possibility of a
steel mill in Massachusetts. In the meantime it may be
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safely assumed that, if all of New England comprises the
market area, the total quantity of steel consumed ap-
proximates 2,250,000 tons, which would be more than
sufficient to support an integrated mill in Massachusetts.
But in view of the diversity of products making up this
total, which is admitted by every one who has attempted
to survey the market, there is no presently known de-
pendable survey which shows conclusive evidence that
there is a sufficient volume of products consumed which
are capable of being economically produced in a steel mill
with up-to-date and efficient equipment.

Analysis of Steel consumed.

Returning to New England’s gross total consumption
of 2,250,000 tons, if we subtract the Census of Manu-
factures’ conservative 1947 figure of 149,256 tons of alloy
and stainless steel, the total is reduced to approximately
2,100,000 tons. This is further reduced, by the 374,850
tons of sheet, strip and wire rods which already are pro-
duced in New England, to 1,725,150 tons.

Superficially, even 1,725,150 tons would appear ample
to support a steel mill having an ingot capacity of 1,250,-
000 tons, which is equal to about 900,000 tons of finished
products. But it is virtually certain that no one mill of
this size could possibly produce such an array of products
as bars and shapes, sheet and strip, structural shapes,
plates, wire rod, rails, and related items, to say nothing of
other unspecified carbon steel or the diversity of sizes,
weights, widths, gauges and finishes called for in each of
these categories we have mentioned.

Actually, the capacity of highly efficient modern rolling
mills generally, which would be suitable for a New Eng-
land mill in almost every instance, is in excess of the non-
New England produced steel consumed in New England.

According to the estimates of Isard and Cumberland,
based on statistics of the Census of Manufactures, the
comparison between the capacity of these mills and the
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quantity imported into New England (with wdiich com-
parison wr e have no reason to disagree) is as follows:

Estimate of
Tonnage Capacity Steel consumed
of Modern Mills. in New EnglandCategory

T

475,984600.000 to 800,000

250.000 to 300,000

300.000 to 720,000

Sheet and strip

Plate mill ,807

Structural shapes

Rods

204,661

143,865
359,968

150,000 to 250,0(

From 270,000Bars and shap«

From this it will be seen that only bars and shapes are
consumed in large enough volume to warrant a modern
efficient mill. But if these estimates should prove to be
on the conservative side, it is conceivable that the mini-
mum quantity of each broad classification might be
sufficient to warrant construction of a mill in Massachu-
setts. Only a very thorough and detailed analysis of the
varieties and quantities consumed could establish this
point.

Alternately, there is the possibility of extending the
market area a possibility which we regard'as remote in
view of the probable freight rates from Trenton, et al.
There also is the possibility of developing the volume of
steel consumed within the market area, as well as the
possibility of exports.

Increased Tonnage Consumption of the Future.
Examining such possibilities, there is no doubt that if a

steel mill should be established in Massachusetts, there
would be a prompt and sizeable jump in the quantity of
steel consumed, due to the location of new industries or
re-location of others anxious to avail themselves of lower
freight rates. It has been estimated that such an increase
might total 546,000 tons by 1960. Although this cannot
be rejected, it is our view that the basis of comparison
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has resulted in an estimate that is over-optimistic. But
once the initial spurt has passed, it is probable that a
normal rate of growth would ensue.

Based upon a modified form of the development pattern
to fit the New England situation, it is our opinion that
then the normal rate of growth could not be expected to
surpass an eventual gross total of 182,000 tons of steel for
fabrication purposes.

Of this additional amount, it is probable that a large
part, or nearly 75,000 tons, would consist of sheet and
strip. Thus the aggregate area consumption of this
category of non-New England produced steel may eventu-
ally reach 550,000 tons per year.

But if the market area for a Massachusetts mill should
prove to be less than the whole of New England, as would
appear to be likely from a study of freight rates from
Trenton, then the annual total of 550,000 tons of sheet
and strip, which is the largest single category of steel
consumed in New England, would have to be scaled down
proportionately.

Therefore, predicated upon an annual capacity of not
less than 600,000 tons for a thoroughly modern and
efficient sheet and strip mill, the foreseeable demand for
these products in New England is not more than 550,000
tons. And if a mill in Connecticut should undertake to
produce this classification, there would not be any volume
remaining to be produced by a mill in Massachusetts.

Possibility of New England Steel Exports.

As far as exports are concerned, the outlook is not more
encouraging. In 1947, the national total was less than
500,000 tons of sheet and strip exported, while in 1949
the total still was less than 600,000 tons for the entire
country.

With present steel companies which have built up a
large export trade now being situated on Atlantic sea-
board sites, the opportunity to develop an export business
appears to be questionable. It is true that New England
is a shorter distance from Europe than are the Middle
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Atlantic States, but the same argument and approxi-
mately the same difference is in favor of the Middle At-
lantic States with respect to Latin and South America.

But a more cogent factor lies in the development of
foreign steel mills. Several steel mills have been built
or are under construction in South America, and surveys
are being made looking to the possibility of others being
erected. Consequently, the likelihood of continued ex-
ports to this part of the world are not as great as they were.

In Europe, the construction of new and highly efficient
steel mills under the aegis of the Marshall Plan has been
so great that it is estimated that, after making generous
allowance for their own needs, European countries will
have an excess production for export, when the emergency
period is over, of anywhere from four to eight million tons
per year. So that, even on the basis of the most conserva-
tive estimates, the minimum amount for export will be
almost equal to the total steel exports from this country
in 1947.

The extent to which these exports from Europe may
affect United States exports, or even become imports into
this country will depend upon many factors. But if they
are suitable for use in this country, and there are no
tariff barriers, the chances are that with modern, efficient
equipment and low labor costs the prices will be as low
as, or lower, than those prevailing for similar products
made in this country.

The Possibility for Two Mills in New England.

Since the steel mill which has been announced for Con-
necticut will have an output of finished steel products
aggregating not more than 900,000 tons if the annual
ingot capacity is 1,250,000 tons, and the gross consump-
tion of steel in New England is approximately 2,250,000
tons, the question may arise as to the feasibility of a
second mill in this large steel-consuming area.

As previously stated, it is presumed that the major out-
put of the New London mill would be sheet and strip.
But as the total volume of sheet and strip consumed is no
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greater than the minimum capacity of a modern mill, it is
obvious that there would be no opportunity for a second
mill in the region to produce this category of steel.

Therefore, if the tonnage of sheet and strip alone is
deducted from the total amount of steel consumed in New
England, there would remain a balance of sufficient size
for another mill only if it were all capable of being pro-
duced by modern equipment in one mill. But sheet and
strip are not the only items the New London mill would
produce.

Consequently, the total remaining gross tonnage of
approximately 1,500,000 tons, when distributed accord-
ing to the various categories of steel involved, and consid-
ered inrelation to the annual tonnage necessary to operate
efficiently each type of product mill, would be too small
to warrant consideration as the basis for a second New
England mill to be erected in Massachusetts.

And if the volume of steel consumption should rise in
accordance with normal growth and/or on account of
proximity to a regional mill, it is likely that the varieties
of steel consumed, and not locally produced, would be
either items uneconomical to produce in small quantity,
or categories of steel with the lowest margin of profit
which usually are produced only in concert with more
profitable lines.

But although the volume and variety of steel products
may not be sufficient, under these circumstances, to war-
rant the establishment of a steel mill in Massachusetts,
users of steel in the Commonwealth will benefit materially
as a result of proximity to a mill in an adjoining State.
Not only will freight rates be reduced by approximately
50 per cent, but deliveries should become more de-
pendable.

From the standpoint of the Commonwealth, a steel
mill in Connecticut should increase the opportunity for
the State to obtain new industries as -well as tend to re-
move the likelihood of fabricators and other steel users
from seeking new locations in other States. And even if
the New London mill should not materialize, consumers
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of steel in Massachusetts who are able to obtain their re-
quirements from either of the newly projected mills on
the Delaware River, will probably find that freight costs
from these mills will be about 20 per cent less than they
have had to pay heretofore.

The possibility that a second mill, which might be es-
tablished in Massachusetts, would be feasible for New
England as a result of the heavy demand for steel during
the emergency, is not regarded as justified without a
thoroughly detailed analysis of the market and an indica-
tion of the probable length of the emergency period
coupled with a knowledge of the resulting demand for
steel.

Raw Materials Their Location and Trans-
portation.

Originally, blast furnaces for the production of pig iron
were located adjacent to the coal mine because of the
large quantity of coal consumed. But as technological
changes and improvements were wrought within the in-
dustry, the necessary quantity of ore and coal diminished.
Instead, proximity to adequate sources of scrap became
more important. And still more important was the
necessity to locate a mill within easy and economical
reach of the consuming markets because of the high cost
of freight charges on finished steel.

Therefore, as long as the Mesabi Range was the prin-
cipal source of iron, both on account of the quantity and
quality of the ore produced, it was more economical to
move the ore to areas like Pittsburgh, within easy access
of large coal supplies, and there produce the finished steel
products for the consuming markets of the Middlewest
and the East.

Then came news that the high-grade ores of the Mesabi
Range were rapidly being exhausted. This meant that
new sources of supply would have to be found or eco-
nomically practical methods of utilizing the large quanti-
ties of taconite must be developed.

While work on the latter continued, it was found that
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foreign ore of a higher grade than that of the Mesahi could
be transported by water, along with domestic coal, to a
tidewater site adjacent to consuming markets, and used
for the economical production of steel.

Thus it is seen that the iron and steel industry has been
cognizant from early times of the importance of trans-
portation costs. And because transportation costs con-
stitute a major factor in the steel industry, it is still ex-
tremely important for an integrated mill to be so located
that freight charges on raw materials, as well as on scrap
and finished products, will be as low as possible and com-
petitive with other mills.

Unfortunately, the first tide-water steel mill, located
at Sparrows Point, Maryland, did not benefit New
England as much as it did the Middle Atlantic States.
In fact, New England continued to be “the end of the
line” as far as freight costs were concerned.

Then came discovery of the Venezuelan ore, reported
to be of a higher grade than either the Lake Superior or
the Chilean ores. And this was followed by announce-
ment of the Labrador ore.

The question immediately arose as to which location
would be best from the standpoint of raw materials, pro-
duction and markets. As far as iron ore was concerned,
several factors had to be weighed and considered. One
was location, availability and ownership; another was
iron content; and another was cost, especially the cost of
transportation.

New England urged that the size of its market for steel
products and its nearness to Labrador were justifiable
reasons for establishing a steel mill in that area. On the
other hand, the steel companies decided that the Middle
Atlantic States still offered the greatest opportunity.
Accordingly, two new steel mills were announced, one for
Delaware and the other for New Jersey. And once again
New England was by-passed.

But the strength of the New England market, coupled
with the availability of Labrador ore has continued to be
pressed for the establishment of a steel mill.
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Elsewhere in this report, the size and the volume of the
market are discussed, and it remains to examine the raw

materials situation.

Cost of Transporting Iron Ore.
With regard to iron, the respective cost of the different

ores at the mine is something we do not know, but it may
be presumed that the costs are reasonably comparable on
the basis of their iron content. In any event, it is possible
to approximate the transportation costs in terms of the
quantity required per ton of finished steel for an actual
mill at Trenton and a hypothetical mill at Fall River.

In the case of both the Venezuelan and the Labrador
mines, rail transportation has got to be constructed so
that while the cost can be approximated, the actual figures
cannot be determined on the basis of an established rate
and distance.

Similarly, ship transportation of ore from Venezuela
will probably be carried out by ships specially built for
that purpose by the steel companies themselves, so that
once again the transportation cost can only be approxi-
mated.

In the case of Labrador ores, there is no regular ship
trade from which the water transportation costs can be
obtained, and standard rates might well be underquoted
by those shipping concerns who might see in this trade the
opportunity of capitalizing on comparatively empty ships
returning south to load other cargoes destined for points
on the St. Lawrence River.

Under these circumstances, we have made our own cal-
culations and find that the combined rail-water trans-
portation costs estimated by Isard and Cumberland, in
their study of New England as a possible location for a
steel mill, are well conceived and reasonable in their re-
lation to one another as far as Fall River and Trenton,
New Jersey, are concerned. However, as a matter of
practicality we have reason to believe that possibly these
costs would be less than estimated if ore could be shipped
immediately.
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But the fact that it may be not less than three or four
years before Labrador ores can be shipped to Fall River,
and probably longer before the Venezuelan ores can be
shipped to Trenton, means that both estimates and actual
quoted rates (if such could be obtained) would be pre-
mature and possibly obsolete by the time the ores are
ready for shipment.

Consequently, the estimated rail-water transportation
costs of $4.56 and $3.68 for Fall River (from Labrador)
and Trenton (from Venezuela), respectively, are useful
primarily as indicative of the differential that is likely to
exist in the freight cost of transporting the ore necessary
for each ton of finished steel mill products.

In our opinion these figures should be employed only
as one means of determining the probable advantage of a
definite steel mill location at Trenton as compared with
a hypothetical mill near Fall River if the former used
Venezuelan ore and the latter Labrador ore. But since
the U. S. Steel Corporation has expressed a willingness to
supply a New England mill with iron ore, within their
capacity to produce it, at regular market prices, it is con-
ceivable that a New England mill might be able to obtain
the higher grade Venezuelan ores at a delivered price
comparable with or lower than the Labrador ores.

Coal.

Both high and low volatile coal for Trenton and Fall
River are most likely to originate in Pennsylvania and
West Virginia. And although the exact location of the
coal mine may affect to a small degree the rail transporta-
tion cost to Hampton Roads, Virginia, it is probable that
the costs to that point will be comparable. But the
water transportation costs from Hampton Roads to
Trenton are likely to be substantially less than to Fall
River, especially when the annual gross amount is taken
into account (assuming that the plant at Trenton will
have almost double the ingot capacity of any mill pro-
jected for Fall River), since large bulk quantities move
under contract at special rates. Under such circum-
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stances, it is estimated that the combined rail-water
transportation costs for coal necessary to make one ton
of finished steel, using Venezuelan ore at Trenton and
Labrador ore at Fall River, would be $5.55 and $5.93,
respectively.

If coal for Trenton should be moved exclusively by
rail from West Virginia and Pennsylvania, the cost is
estimated at $4.81, or more than one dollar per ton less
than the cost of transporting the coal by rail and water
to Fall River.

Scrap.

Scrap, which is an important material in the manu-
facture of steel, is unlike other raw materials in that it
has no single constant point of origin and therefore
cannot be expressed in terms of transportation costs.
Actually, the scrap which goes into steel can, and often
does, come from a variety of locations and travels at
different rates.

On the other hand, the price of scrap itself reflects the
cost of transportation. For example, the price of number
one heavy melting scrap as of January 9, 1951, at Pitts-
burgh, Pennsylvania, ranged from $45.75 to $46.50 per
gross ton, while the price at New York and Boston, in
which localities there are currently no steel mills, was
$39 and $35.67, respectively, f. o. b. shipping points.
Thus, while it may appear that scrap in the Boston area
is considerably below the price prevailing in steel mill
regions, it must be remembered that this is f. o. b. ship-
ping points, which latter may well be scattered over a
wide area, and the quoted price takes into account the
cost of moving the scrap to consuming centers. There-
fore, if a mill should be located at Fall River, demand
by the competing mills would tend to raise the price of
New England scrap.

However, the fact that New England is a large pro-
ducer of scrap would give a mill at Fall River an ad-
vantage in transportation costs over any local scrap
traveling to other consuming areas. And since a mill at
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Fall River would utilize probably not more than 25 or
30 per cent of the scrap which originates in New England,
there still would be an almost equal quantity for ship-
ment to other centers, even after deducting the amount
which already is utilized in New England.

On the basis of one third ton. of scrap for each ton of
steel, there is a present price differential of more than
$3.50 for Boston over Pittsburgh. While such a wide
difference could not be expected to be maintained if a
steel mill were located near Fall River, there is no doubt
that a substantial advantage would continue in favor of
the Massachusetts mill.

Capital and Construction Costs.

The amount of capital necessary to finance an inte-
grated steel mill has risen constantly for a number of
years. Today, construction ‘costs are about the highest
the industry has ever known, and though opinions vary,
it is evident that an average of $250 per ton of annual
ingot capacity would not be far from the actual figure.
Some people have estimated it as low as $lBO, while
others range as high as $3OO or more. The actual cost
would depend in large measure upon the extent of facili-
ties required and efficiency of the equipment installed.
But the figure of $250, compared with an average capital
for existing facilities in the entire industry of approxi-
mately $6O, means that there is a present-day difference
of $l9O per ton of annual ingot capacity.

Assuming a plant of 1,250,000 ingot ton capacity,
which is small by today’s standards, and costing $250
per ton, it is estimated that the volume of finished prod-
ucts would approximate 800,000 tons per year. With
depreciation of the mill at 3.5 per cent and interest at
4 per cent (which is a minimum that at least one bank
said would not be sufficient), the depreciation and interest
charges would be nearly $3O per ton of finished products
as long as the mill operated at 100 per cent of its capacity.

If construction costs should be as low as $lBO per
ingot ton and interest at 3.5 per cent, the combined
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charges for interest and depreciation would be close to
$25 if the mill only operated 85 per cent of capacity,
which latter is 4 per cent more than the average for the
entire industry in 1949.

Possession of a Certificate of Necessity would permit a
considerably accelerated rate of depreciation on the mill
facilities as well as the possibility of borrowing federal
funds. Under these circumstances, and with capacity
production assured for emergency steel needs, it is possi-
ble that fixed charges on equity and other capital would
be sufficiently low to permit profitable operation.

That every one does not share this view is evident
from the lack of participating interest exhibited by a
number of the financial concerns with whom we discussed
the matter. Some of these concerns, who had made
their own computations, said the results indicated fixed
charges per annual ton of production in excess of the
industry average profit of less than $8 per ton. How-
ever, such individuals expressed a willingness to entertain
consideration of the matter if and when complete finan-
cial and engineering data were submitted.

The reference to fixed charges in relation to profit per
ton of pi’oduction is tantamount to saying that the
present price of steel is out of line with construction costs,
a fact which is cited by some steel men as the reason
why new locations for steel mills have not been developed
to a greater extent. But even if new locations have not
been developed to the extent that might otherwise have
been the case, existing facilities must be replaced and at
the higher cost of construction, so that eventually steel
prices will have to be brought into line with costs.

In the meantime, some steel companies consider re-
placement or rehabilitation of existing facilities a more
economical investment than new plant location. Those
existing steel companies which have embarked upon or
intend to construct new plants on the eastern seaboard
are doing so on the basis of a long-range view. Among
the various factors entering into such a consideration are
the following:
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1. Tidewater sites for utilization of their own foreign
ores developed at great expense over a considerable period
of time to replace the dwindling domestic high-grade ores.

2. Closer proximity to the markets for which they have
developed products, including those for export.

3. Availing themselves of the opportunity of acceler-
ated depreciation against the time when their own ores
will be available and the price of steel more in line with
production and construction costs.

Federal Attitude towards New Steel Mills.
The facts and opinions gathered from various individ-

uals and other sources within the federal government
were non-conclusive, and probably stemmed largely from
a difference of viewpoint regarding the duration of the
emergency and the speed with which steel will be required.

Those who favor the establishment of new mills ap-
parently lean toward the view that the emergency will
be protracted and the consequent need for steel will be
gradually accelerated with the biggest demand coming
in not less than two years.

It is agreed that while present defense requirements for
steel are relatively small, and to date have not necessi-
tated any major curtailment of civilian production, it is
axiomatic that either steel for civilian needs eventually
must be cut down or the production of steel increased.
If a state of war should be declared, or even as anticipated,
the defense program is accelerated, the need for steel will
be considerably greater than the present facilities are
capable of producing, even though civilian needs are cut
to bare essentials. And because the government is de-
sirous of not disrupting the national economy to a greater
extent than necessary, they are anxious to increase the
present productive capacity to the highest possible point
consistent with practicability.

Therefore, it is the opinion of many of the technical
men that, taking into account the monthly steel require-
ments for both civil and defense needs, and the quantity
of steel necessary within a stated time for new mill con-
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struction or present mill expansion, the eventual pro-
ductivity can best be served and the intervening supply
of steel be less restricted by concentrating on the expan-
sion of existing mills rather than constructing a large
number of new mills.

On the other hand, those who lean toward the establish-
ment of new mills appear to be of the opinion that there
is a limit to the economical expansion of existing mills;
also, that the future demand for steel is likely to be far
greater than can presently be foreseen, and that it is
wiser to distribute the location of steel mills as well as
have them adjacent to large areas of consumption.

New Construction to increase Production by more
than 12,000,000 Tons.

To this end, authorization has been given to a number
of companies, including U. S. Steel, Bethlehem Steel,
Jones and Laughlin, National Steel, Lone Star, Sheffield
Steel, and Republic Steel, to increase their existing ca-
pacity so that, by the end of 1952, the productive national
steel capacity will be increased from the present total
of approximately 100,000,000 tons annually to almost
115,000,000 tons. Such an expansion will utilize a quan-
tity of steel that is believed to be compatible with fore-
seeable interim demands and justifiable by the added
productive capacity.

Included in the above totals is the new mill which
U. S. Steel will construct at Morrisville, near Trenton,
with an annual ingot capacity of 2,000,000 tons, and the
mill which National Steel is to erect near Camden, with
a capacity of 1,000,000 tons. The total does not include
the estimated capacity of 1,000,000 tons or more for the
mill projected near New London, Connecticut.

Among the various other factors elicited from the peo-
ple we talked with in the federal government were the
following:

(a) Announcements of intention to construct new mills
do not necessarily imply immediate construction or make
commitments as to date of completion.
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(6) The granting of a Certificate of Necessity does not
automatically carry with it a priority for the steel re-
quired for construction.

(c) A company or group which does not at present own
or operate a steel mill, but desires to construct one, may
perhaps succeed in obtaining a Certificate of Necessity,
but unless they are able to find a source of steel supply
they will be obliged to request a priority for that steel.
And possession of a Certificate of Necessity does not in
itself provide assurance that the necessary steel priority
will be forthcoming.

(d) If the demand for steel needed for defense purposes
becomes sufficiently great, it is probable that all steel will
be placed under allocation and priority. And if this
should occur before construction is started, it will mean
that existing steel companies also will be required to seek
priority for the steel needed in their own construction.
But until this takes place, such steel companies will be
able to obtain what steel they need from their own pro-
duction after fulfilling all priority orders.

Transportation Problems.
With regard to the possibility of a steel mill in Massa-

chusetts, it was pointed out that for the transportation of
iron ore, limestone and coal, a tidewater site such as
Fall River would be a distinct advantage in normal times.

But in times of emergency, shipping is a critical matter,
not merely in the availability of ships, but for their pro-
tection if a state of war should exist. Also, the question
of adequate, or suitable ships cannot be overlooked.
Already at least one steel company has found it necessary
to undertake construction of its own ore transports, and
if the defense program should be accelerated, the possi-
bility of constructing the necessary vessels might be
questionable.

On the other hand, if a steel mill should be constructed
but not completed until the emergency period has passed,
it is very likely that at least some of the shipping now
being used in the defense program could be converted and
economically employed for transporting raw materials.
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If it should be possible to complete construction of a
mill to synchronize with the start of ore deliveries from
Labrador, and the shipping facilities could not be made
available for ore and coal, it is considered by some
government officials that a burden would be placed upon
the railroads for which they are not equipped. It was
pointed out that New England is a heavily populated
area and intensely industrialized, so that during an
emergency period the railroad facilities of the region are
likely to be taxed to capacity without the additional
burden of transporting raw materials and finished or
semi-finished products for further manufacturing.

Finally, it was emphasized that whereas most existing
and projected steel mills have access to alternate rail-
roads, any mill which might be established near Fall
River presumably would be dependent upon only one
railroad.

Other Factoi-

By computing freight rates for ore on the basis of each
ton of finished steel, it has not been necessary to dwell in
detail on the variations of iron content or distance to be
traveled by one ore compared with another.

However, there are variations between the different
ores and their locations which will probably have a
bearing on the steel production and possibly the cost of
same.

Although the iron content of Venezuelan ore is said
to be somewhat higher than Labrador ore, there is an
added possibility that the former may require less coke
for smelting. On the other hand, while the climate of
Labrador may affect the ease of mining and year-round
shipping of ore, the Venezuelan deposits are situated in
almost inaccessible locations which will require the con-
struction of extensive transportation facilities.

Taxes

Taxes, which constitute a major factor in both the
location and the operation of steel mills, have not been
carefully investigated as a part of this study. However,
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it is recognized that state or federal relief from the full
burden of such taxes could and would have a marked
effect upon the attitude of prospective investors.

The matter of comparing state taxes in Massachusetts
with those in New Jersey for the purpose of determining
whether a mill near Fall River would possess an advantage
or disadvantage over a mill near Trenton has not been
pressed, since it was understood that such a comparison
would be evident from the report now being prepared
by the Special Commission on Taxation of the Common-
wealth of Massachusetts.

Furthermore, it was presumed that in view of the
interest exhibited by the Commonwealth regarding a
steel mill in Massachusetts, it might be their wish to
extend assistance to such a project through the medium
of tax concessions.

Interim Supply of Iron Ore.
In the event that a mill should be decided on for Massa-

chusetts, and construction was started immediately, it
is possible that completion could be effected in two years.
In that case, the question of an adequate and dependable
supply of suitable ore would have to be resolved because
it is unlikely that the Labrador mines will be able to
start regular deliveries within three or four years.

At the same time, both the mill of National Steel and
that of U. S. Steel on the Delaware River will be faced
with a similar problem. It is true that both of these
companies have existing sources of ore supply available
to them, or alternately they could use ingots from one or
another of their other mills. But the matter of trans-
portation and its cost until ores are obtainable from
Labrador in three or four years and from Venezuela in
five or six years, is likely to pose a problem of more than
little consequence.

Management and Operation.

The matter of management and operation for a Massa-
chusetts steel mill cannot be overemphasized. While it is
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not doubted that competent personnel could be found in a
region which has demonstrated its ability in the metal
working industries, past performance in other areas has
shown the desirability, if not necessity, of having a
thoroughly experienced management in order to operate
an integrated steel mill at the highest degree of efficiency.

For that reason it is to be preferred that a steel mill
should be managed and operated by an existing steel
company. Though their views on this subject have not
been made known by every steel company, at least one
company has refrained from expressing a negative reply,
and thus has left the door open for further negotiations,
and, in the opinion of some people, they might be induced
to undertake the project despite the lack of interest on
the part of other steel companies.

But it is the view of most people, both in and out of the
steel industry, that whether or not a given steel company
would be willing to manage and operate a New England
mill is largely dependent upon the needs of the public
interest as a result of the present emergency.

The Fall River Site.
All currently available reports, together with a perusal

of the area at Freetown, near Fall River, confirm the
fact that the site selected by the office of His Excellency
the Governor could be made entirely suitable for a steel
mill if it should be decided to build such a plant in
Massachusetts.

Although a detailed survey of the site has not been
made a part of this study and report, it is believed that
the underlying geological stratification would lend itself
to relatively simple and economical cost for foundations.
Also, deep water transportation facilities could be made
available and an adequate source of supply for process
and potable water appears to be assured.
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In summarizing the situation as it exists today, we
find on the basis of our own investigations, combined with
the facts and opinions obtained from those people we
have interviewed, that the following conditions prevail:

No one can predict with any degree of accuracy how
long the present emergency will last. If it should con-
tinue for an extended period, as would appear likely, it
is probable that the demand for steel will be such that the
entire output of a steel mill in New England, if it were
erected, would be consumed without regard for its normal
marketing area.

From the New England standpoint, the steel-using
industries which would be attracted to areas adjacent to
the mill would rise substantially. The steel consumed by
these and existing industries, together with the backlog
of domestic steel needs following the emergency, might
prolong the period of assured capacity production for a
New England steel mill and permit it to become strong
enough to face successfully the post-emergency competi-
tive conditions.

Therefore, with the accelerated depreciation assistance
to be gained by virtue of a Certificate of Necessity, the
financing and establishment of one steel mill in New
England at this time may well prove to be entirely justi-
fied.

But lacking knowledge as to the duration of the emer-
gency period, it has been deemed wise to proceed with
this study on the basis of presently known facts regarding
normal conditions.

From the point of view of Massachusetts industries it
is very desirable to have a steel source of supply near at
at hand.

The freight on finished steel from existing steel mills,

SUMMARY AND CONCLUSIONS.
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exclusive of Bethlehem, Pennsylvania, which supplies
only a small proportion of New England’s steel needs, is
very heavy and ranges from 54 to 76 cents per hundred
pounds.

Because users of steel must now pay all freight charges,
it is obvious that establishment of a steel mill in Massa-
chusetts would tend to eliminate the possibility of steel-
consuming industries from seeking new locations closer
to the source of supply. At the same time, it could be
counted on to attract new industries.

That a large amount of steel currently is consumed in
New England there is no doubt. But the normal total of
approximately 2,300,000 tons annually is highly diversi-
fied as to variety, size, weight, width, gauge and finish,
so that the quantities of each are probably relatively
small.

In order to establish a steel mill there must be an ade-
quate market, and in order to determine the market, the
geographical area of the market must be defined in terms
of those places to which the freight rates are equal to or
substantially the same as the freight rates from other
mills capable of supplying those places.

Taking into account the projected mills of U. S. Steel
Corporation and National Steel which are to be erected
in the Trenton-Camden area of New Jersey, it is found
that a mill at Fall River 1 probably would have a freight
advantage in Maine, New Hampshire, Vermont, Massa-
chusetts, Rhode Island and approximately half of Con-
necticut.

However, since it is known that steel mills invade the
territory of other mills, it will be assumed that a Fall
River mill could serve all of New England, and the total
quantity of steel currently consumed in that area an-
nually, as stated previously, is about 2,300,000 tons.

Several steel companies have studied the entire eastern
market, including New England, and at least two of them
are known to have made detailed surveys and analyses.

1 It has beenassumed that the site, previously recommended as suitable near Fall River
wouldbe the best and most logicalplacet© put a steel mill in Massachusetts, if any affirmative
conclusion is reached.
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The results were such that these companies decided that
it was more advantageous from their viewpoint to estab-
lish a mill in the Middle Atlantic States than in New
England.

But in lieu of public access to such definitive surveys,
recourse must be made to what is believed to be the most
dependable study available; that is, Isard and Cumber-
land’s report on New England as a possible location for
a steel mill.

In that report it is indicated that New England’s pres-
ent volume of steel consumption, exclusive of that which
already is produced in New England, and not taking into
account the added volume arising from the present emer-
gency, is smaller in all but one of the broad classifications
than the minimum productive capacity of the size equip-
ment necessary for efficient operation under present-day
conditions.

It is possible that Isard and Cumberland’s estimates,
based on the 1947 Census of Manufactures statistics, are
conservative. Also, it is probable that normal growth
and increased demand resulting from new industries, if a
steel mill were established in New England, would raise
the total volume and individual group demands. But,
on the other hand, no allowance has been made for those
concerns using parent company steels, or who, because
of their specialized requirements or other valid reasons,
would not change their present source of supply.

From the immediate standpoint, as indicated above,
there is no doubt that at least one steel mill in New Eng-
land would be assured of ample demand for its output as
long as the present emergency exists and for a period
thereafter, dependent upon the duration of the emergency
and the shortages created by it. But once the backlog
of domestic needs has been fulfilled following the emer-
gency, the lines of demarcation between market areas of
competing mills will tend again to become pronounced.

Under these circumstances it is essential that the future
outlook regarding the market for a steel mill in Massa-
chusetts be reasonably assured as to volume and competi-
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tiveness, before any final conclusion is reached as to the
feasibility of a steel mill in the Commonwealth.

With regard to iron ore, there is every reason to believe
that an ample supply of high-grade ore would be available
in three or four years to a mill in Massachusetts from the
Labrador deposits. But in comparison with the higher
grade ore from Venezuela, it is believed that the freight
charges on ore in terms of per ton of finished steel would
be lower at Trenton than in Massachusetts.

Similarly, the delivered price of coal at Fall River would
be higher than at Trenton. Limestone would probably
be available at approximately the same price in both lo-
cations.

Scrap metal, however, based upon current prevailing
prices, would probably be lower in Massachusetts than in
Trenton. Since New England is a large producer of
scrap, and this is a large and important ingredient of steel,
the advantage to a mill at Fall River would be substantial.

Time is another important factor. Assuming that con-
struction be started immediately and completed in two
years, a mill at Fall River would be ready for operation
before ore from Labrador could be delivered, as the latter
is not expected to be producing for three or four years.
This would mean that such a mill would have to find an
intervening source of ore supply.

But the mills to be erected in the Middle Atlantic
States would be faced with a similar problem. National
Steel is expected to use Labrador ores, so that until those
ores are available they will have to get their ore from some
other source or bring ingots from one of their other mills.
U. S. Steel, on the other hand, is not expected to start
receiving Venezuelan ores for five or six years, so that
they too will be obliged to utilize other ores or ingots
from other mills.

In the event that it should be decided to erect a mill in
Massachusetts at this time, and a Certificate of Necessity
is obtained, it will be necessary to provide the steel for
construction. To do this, a priority would have to be
secured because of the current shortage of steel. And if
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all steel is placed under allocation and priority, existing
steel companies also would have to seek priority for their
construction steel, otherwise they will be able to secure
their needs from their own production.

Another problem of the present which might have to
be faced is that of transporting raw materials. Under
normal conditions water transportation would not be
likely to pose any problem for shipments from Labrador.
But in the event of accelerated emergency conditions, or
if a state of war existed, shipping facilities would be at a
premium and possibly require convoying. The alternative
would be rail transportation. And while this might not
impose any hardship in normal times, it could become a
major problem in time of emergency because of the bur-
den it would place on the railroads in an area as heavily
industrialized as New England, and where only one rail-
road serves Fall River.

Some individuals connected with the federal govern-
ment are known to favor the establishment of a steel
mill in New England. Others, particularly in the tech-
nical divisions, are of the opinion that unless the demand
for steel becomes greater than can now be foreseen, it is
more economical from a steel standpoint to expand exist-
ing facilities than to construct new plants.

It is recognized that some people are of the opinion that
accelerated depreciation of plant facilities combined with
a reasonable assurance of capacity production for some
time to come as a result of the emergency are sufficient
factors to enable a mill in New England to become suc-
cessful in spite of the current high costs of construction.
That others do not share this view is seen in the opinion
of those people who think that fixed charges on the amount
of capital required would be considerably higher per ton
of annual ingot ton capacity than steel companies are
presently earning. Final disposition of this particular
subject can be determined only on the basis of a detailed
engineering and financial statement.

Management and operation of a Massachusetts mill is
yet another problem, for experience in such matters is of
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prime importance. If it should be possible to have an
existing steel company undertake the task, that would be
preferred. At least one steel company has refrained from
expressing a negative answer, and thus has left the door
open for further negotiations despite the lack of interest
on the part of other steel companies. But it is believed
that whether or not a specific steel company could be
induced to undertake this task would depend in large
measure upon the needs of the public interest as a result
of the present emergency.

State taxes, as distinct from federal taxes, have not been
computed for comparison with those which would be
levied on mills in the Middle Atlantic States because it was
understood that this is being covered for representative
Massachusetts industries by the Special Commission on
Taxation. Furthermore, it is assumed that as a result of
their interest in a Massachusetts steel mill, the Common-
wealth might wish to lend assistance to this project
through the medium of tax concessions.

As far as location is concerned, all currently available
reports confirm the fact that the site selected by the office
of His Excellency the Governor near Fall River could be
made entirely suitable for a steel mill if it should be de-
cided to build such a facility in Massachusetts. Apart
from the underlying geological structure, which appears
to present no obstacles, there is evidence that deep-water
transportation facilities could be made available as well
as an ample supply of potable and process water.

As this report is written, a Certificate of Necessity has
been granted for the construction of a steel mill near
New London, Connecticut. In the event that this mill
should come to fruition, the opportunity or need for
another steel mill in New England would be open to
serious question. On the other hand, with a steel mill in
an adjoining State, users of steel in Massachusetts would
benefit very materially, and it could be anticipated that
steel-using industries in the Commonwealth would in-
crease substantially.

However, the granting of a Certificate of Necessity in
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itself does not mean that a mill will be erected. In the
event that a Connecticut mill should not materialize,
Massachusetts would be well advised and should be will-
ing to re-appraise the entire matter in a definitive manner
to determine the feasibility of a mill in Massachusetts,
particularly in view of what appears to be an advanta-
geous site for a mill which has been suggested by the
Governor.

In the meantime, after careful consideration and con-
sultation with the outstanding authorities and sources of
information listed in the Appendix to this report, our
conclusions may be summed up as follows:

1. On the assumption that the present emergency will
be of considerable duration, the erection of one steel mill
in New England may well be entirely justified, not only
by the abnormal steel requirements for defense, but by
the shortages which will probably exist for some time in
the post-emergency period. Such a mill might thus be-
come a successful venture and get into a position strong
enough to meet the strenuous competition which can be
anticipated under normal conditions.

2. The opportunity for a second mill, which might be
located in Massachusetts, is so questionable as to be un-
warranted. Even if the continuation of the emergency
were to keep this mill also at capacity production for
some time, the return to normal times would find it in a
precarious competitive position.

3. Thus, without the stimulus of a greatly accelerated
steel demand resulting from an extended emergency
period, the quantities and varieties of steel normally con-
sumed within a competitive geographical market area of
Fall River are such as to make the feasibility of a steel
mill in Massachusetts too uncertain for recommendation.

4. But if the emergency period continues and the New
London mill should not materialize, Massachusetts
should be ready and willing to re-appraise the entire
situation in a definitive manner and in the light of existing
conditions with a view to the possibility of establishing a
mill near Fall River.
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Financial.

John Hancock Life Insurance Company L. P. Stack, Vice President
Mr. Patterson, assistant to Vice President.

Travellers Insurance Company D. M. Duffield, Assistant Treasurer
Aetna Life Insurance Company —J. J. Murtha, assistant to Vice

President and Treasurer.
First National Bank of Boston R. G. Emerson, Senior Vice Presi-

dent.
National Shawmut Bank of Boston Henry Nichols, Senior Vice

President.
Boston Five Cents Savings Bank J. Reed Morss, President.
Chase National Bank Roland Irvine, Senior Vice President.
First Boston Corporation Wm. N. Potter, Executive Vice President.
Putnam & Company, Hartford, Connecticut Wm. H. Putnam,

President.

Steel.

U. S. Steel Corporation E. M. Voorhees, chairman of Finance Com-
mittee; J. C. McDonald, assistant to chairman of the Board.

Bethlehem Steel Company —J. C. Long, Vice President; J. Weikel,
Director, Commercial Research.

American Iron and Steel Institute
Secretary.

W. S. Tower, President; J. Rose,

ieral and StalGovernment Ft
National Production Authority ( 1. Ireland, Deputy Administrator;

Steel Division; D. Leyda, Chief,D. P. Carson, Chief, Iron and
Iron and Steel Plant Expansion.

Office of Defense Mobilization C. Burgess, assistant to C. E. Wilson
Administrator.

State of Connecticut Mr. Wessel, Executive Secretary to Governor
C. Bowles.

Commonwealth of Massachusetts J. P. Healy, Special Commission
on Taxation; H. J. Toole, Director and Chief Water Supply
Engineer, Metropolitan District Water Division.

Appendix

LIST OF PERSONS AND ORGANIZATIONS
INTERVIEWED.



HOUSE No. 2524. [May, 1951.46

U. S. Geological Survey H. B. Kinnison, District Engineer, Boston;
Mr. Woods, Office Engineer, Boston; Mr. Halberg, GroundWater
Resources Engineer, Boston.

Transportation.

New England Coal and Coke Company P. Rice, Executive Vice
President.

Canadian National Railway —• A. Lait, Vice President.
Saguenay Terminal Company, Montreal Mr. Watson, General Man-

ager and assistant to President.

Industrial Organizations.
Associated Industries of Massachusetts —R. Johnson, Economist;

J. Hunt, Counsel.
New England Council R. Hudson.
National Industrial Conference Board Dr. Murphy,

Others.

C. F. Strike President, New England Steel Development Corpora-
tion.

A. C. Neal Vice President, Federal Reserve Bank of Boston
R. Pessano Coverdale & Colpitts, Engineers, New York.
J. H. Cumberland Harvard University.

Associations, Railroads and Other Organizations.
Traffic Executive Association, Eastern Railroads.
Association of American Railroads,
Canadian Government Information Service.
Lehigh Valley Railroad.
New York, New Haven & Hartford Railroad.
New York Central Railroad.
Pennsylvania Railroad.
Central of New Jersey Railroad.
Erie Railroad.
Delaware, Lackawanna & Western Railroad.
Baltimore & Ohio Railroad.
U. S. Department of Commerce, Foreign and Domestic Commerce,

Bureau of the Census.
Iron Age.
Steel.
Aluminum Company of Canada,
Fortune Magazine.
National Coal Association.
Pocahontas Fuel Company.
Island Creek Coal Company.
Eastern Gas and Fuel Associates.






