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SPECIAL REPORT OF THE DEPARTMENT OF
COMMERCE RELATIVE TO A SYSTEM OF
TOURIST ROUTES AND THE ERECTION OF
STEEL MILLS IN THE COMMONWEALTH.

De:
334 Boylston Street, Boston 16, December 2, 19.'

To the Honorable Senate and House of Representatives in General Court
Assembled.

The General Court of 1953 passed the following resolve:
HAI

Resolve providing for an Investigation and Study by the De-
partment of Commerce relative to a System of Tourist
Routes and the Erection of Steel Mills in the Common-
wealth.

Resolved, That the department of commerce is hereby authorized
and directed to make an investigation and study of current house
document numbered 10, providing for a study and investigation by
the state planning board concerning a system of tourist routes and of
current house document numbered 1496, providing for an investigation
and study by a special commission relative to the erection of a steel
mill or mills within the commonwealth. Said department shall report,
as soon as may be, to the general court the results of its investigation
and study, together with drafts of legislation necessary to carry such
recommendations into effect, by filing the same with the clerk of the
house of representatives from time to time but not later than the first
Wednesday of December in the current year.

In compliance with said resolve, this report, in two
parts, is transmitted.

Part I. Tourist Routes.

House Document No. 10, which deals with the subject
of tourist routes, was introduced to the 1953 session of
the General Court as a recommendation of the Com-
missioner of Conservation that the State Planning Board,
the functions of which have been assumed by the Division
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of Planning of this Department, study and investigate
the advisability, feasibility and probable cost of estab-
lishing a system of tourist routes throughout the Com-
monwealth, reporting the results of its findings in Decem-
ber, 1954. It was evidently also intended that sufficient
funds would have been provided to afford adequate field
reconnaissance incidental to the report preparation.
However, no funds were provided and chapter 68
shortened the time to December, 1953. Under such
limitations, it has not been possible to give this very
important subject the consideration it deserves.

However, with the co-operation of the Department of
Public Works and the Department of Natural Resources,
good progress has been made, but not to such an extent
as to warrant the filing of a conclusive report at this
time. It is therefore recommended that the Department
of Commerce be authorized to continue its study in
order to make a final report in December, 1954. A
resolve to that effect accompanies this report.

Part 11. Steel Mills.

The first complete review of the economic basis for
the establishment of an integrated steel mill in New
England was made by Dr. Alfred C. Neal of the Federal
Reserve Bank of Boston before a Congressional Com-
mittee in 1950. He brought out the region’s lack of
near-by sources of steel and the importance of metal-
working industries to the area. He also discussed the
problems of financing a new mill with costs much higher
than they were when existing mills were being built, and
suggested a possible plan for solution of these problems.
The committee also received statements from major steel
producers, who expressed a negative attitude toward the
project.

Both Connecticut and Massachusetts were eager to
have the mill established within their borders, and both
States authorized surveys to determine the feasibility of

Summary.
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such a move. In conjunction with the New England Steel
Development Corporation, which had been organized by
the Steel Committee of the New England Council, Con-
necticut engaged the consulting firm of Coverdale &

Colpitts to make the survey, with a view to placing the
mill in the New London area. The report submitted by
this firm in March, 1951, was on the whole unfavorable,
based on cost and market studies, although a supple-
mentary report submitted later modified their position
somewhat. A review of this report was made by H. A.
Brassert and Company, who were more optimistic than
Coverdale & Colpitts, stressing transportation advantages
and the attraction of users to the vicinity of a mill.

Meanwhile a committee of Connecticut citizens was
studying the community adjustment problems that would
be raised by location of the mill in the New London-
Waterford area, but concluded that the mill was none
the less desirable. However, the net effect of all the
surveys was the decision of the 1951 Connecticut Legis-
lature not to take, by eminent domain, properties neces-
sarv for the New London site.

Massachusetts also engaged consultants, and Blanchard
& Morrell submitted a special report on the feasibility of
a steel mill in Massachusetts to the General Court in
May of 1951. Their findings may be summarized as
follows:

1. Continuance of the Korean emergency might well
justify erection of a New England mill.

2. If the Connecticut mill were built, a second mill
would not be warranted.

3. Without the stimulus of accelerated demand, the
feasibility of an (integrated) mill in Massachusetts is
uncertain.

4. If the emergency continues and the New London
mill does not materialize, Massachusetts should consider
the possibility of a mill in the Fall River area.

The matter of taxation was not a part of the Blanchard
& Morrell report, but it was suggested that the impend-
ing survey made by the Special Commission on Taxation
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would show the comparative tax picture of a site near
Fall River and one in the Trenton, N. J. area. This
survey reveals that the higher state tax on income in
Massachusetts is somewhat balanced against the higher
local tax in New Jersey, with no clear-cut advantage
being shown for either system.

Two reports are in existence setting forth the thesis
that New England could well support a non-integrated
steel mill. A report made by the Econometric Institute
for the New England Council in 1948 stated that a mill
with smaller facilities than would be involved in an inte-
grated mill, and oriented toward New England require-
ments, could successfully compete with outside suppliers.
The Institute also recommended an expansion of non-
integrated steel production keyed to local demand.

The widely known “Survey of Industrial Opportuni-
ties,” prepared for the Federal Reserve Bank of Boston
by Arthur D. Little, Inc., discussed the opportunity for a
non-integrated mill in New England. The conclusion
was reached, on the basis of analysis of markets, trans-
portation, raw material supply and future regional
development, that such a mill might be well suited to
New England’s needs. This report pointed out the
essential reason for the failure of the large-scale project,

that it was not supported by any existing steel com-
pany which might have operated the mill, since it would
have been in direct competition with their activities
outside of New England.

The non-integrated or small mill, however, would be
based upon the electric furnace, which is becoming in-
creasingly important in the growth of the steel industry.
It can now in many cases produce even ordinary carbon
steels at costs comparable to that of the open-hearth
furnace. The lower initial cost of the electric furnace
as well as its suitability for less than capacity operation
gives it an advantage, particular!}' in a scrap surplus
area such as Massachusetts.

At present a plan for setting up a non-integrated mill
in New England has proceeded to the point where a
certificate of necessity has been issued by the Office of
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Defense Mobilization to allow rapid amortization of the
plant. The progress of this project is discussed in some
detail as an Appendix to the report.

With respect to the entire question of a Massachusetts
steel mill, the Department has arrived at the following
conclusions;

1. The establishment of an integrated mill in New
England is a dead issue for the foreseeable future. The
principal reasons are; the ability of mills outside the area
to supply its large-scale needs, especially since the opening
of the U. S. Steel plan in Trenton, N. J.; difficulty of
financing a project of this magnitude; and a general
softening in demand for steel.

2. A non-integrated mill is economically justified for
the area, and no insuperable obstacles appear to stand
in the way of its establishment, though here again financ-
ing is a major problem to be worked out.

3. For the time being, off-shore sources of raw material
are not a factor in establishment of a mill, which will
depend upon scrap. If increasing markets lead to success-
ful operation of the mill, a second step may be taken
toward the use of Labrador or Venezuelan ore, and a
tide-water location is preferred for the mill for this reason.

4. Final selection of a site will rest upon a careful and
complicated analysis of the advantages of each possible
location, and this Department is taking care that Massa-
chusetts sites are presented in a complete and attractive
manner.

The report herewith transmitted, prepared by the
Department’s staff and titled “Report Relative to the
Erection of a Steel Mill in the Commonwealth as Au-
thorized by Chapter 68 of the Resolves of 1953” treats
the subject with as much detail as was possible within the
limitations of existing appropriations and personnel.

Appended thereto as Appendix A is a statement,
“Present Status of Non-integrated Steel Mill Project.”

Respectfully submitted,
RICHARD PRESTON,

Commissioner.
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In the Year One Thousand Nine Hundred and Fifty-Four

Resolve providing for a study and investigation

BY THE DEPARTMENT OF COMMERCE CONCERNING A
SYSTEM OF TOURIST ROUTES.

1 Resolved, That the department of commerce is
2 hereby authorized and directed to continue the study
3 and investigation authorized by chapter sixty-eight
4 of the resolves of nineteen hundred and fifty-three
5 concerning a system of tourist routes. In the course
6 of its study said department shall investigate the
7 advisability, feasibility and probable cost of estab-
-8 lishing such a system of tourist routes throughout
9 the commonwealth, and shall recognize that such

10 routes should, in so far as practicable, be designated
11 in a manner that will make use of secondary or little-
-12 used ways; connect to existing and proposed public
13 forests, parks, reservations and beaches; traverse
14 regions of historic, scenic and geologic interest ; and
15 provide small roadside picnic areas, turnouts, over-
-16 looks and vistas. Consideration shall also be given
17 the availability or provision of overnight and eating
18 accommodations and such other facilities as will
19 afford to the greatest number of people the fullest
20 enjoyment of Massachusetts’ natural, historical and
21 recreational resources. Said department shall co-
-22 ordinate and integrate its findings with its current
23 master plan of ocean beaches and with such other
24 related plans and studies of said department as may

PROPOSED LEGISLATION.

C&e Commtmtoealt!) of Massachusetts
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25 now or hereafter be conducted. The department may
26 expend for the study and investigation herein au-
-27 thorized such sums not exceeding
28 dollars as may be appropriated therefor. The depart-
-29 ment shall report the results of its investigations and
30 its recommendations thereto by filing the same,
31 together with draft of legislation to carry its recom-
-32 mendations into effect, with the clerk of the house of
33 representatives on or before the first Wednesday in
34 December of the current year.
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REPORT RELATIVE TO THE ERECTION OF A
STEEL MILL IN THE COMMONWEALTH AS
AUTHORIZED BY CHAPTER 68 OF THE
RESOLVES OF 1953.

Since the original House Bill No. 1496 cites as reasons
for this investigation and study the discovery in Labrador
of large deposits of iron ore and the excellence of the
Commonwealth as a processing location, it becomes
necessary first to review the reasons why the plan for an
integrated steel mill failed of accomplishment when it
was under discussion two years ago.

Massachusetts’ Role in Early Development of the

Iron and Steel Industry.

The integrated type of steel mill, as part of a complete
unit, is distinguished from the non-integrated plant
primarily by its dependence upon adequate supplies of
iron ore, coal and limestone. In colonial days, before the
discovery of coal deposits, large forests supplied the
enormous quantities of charcoal required by the blast
furnaces of the time. That Massachusetts had such
wooded areas is undoubtedly why the first successful
iron works of this continent was located on the banks
of the Saugus River, halfway between Boston and Salem.
The first object made here, late in 1644, was a cooking
pot which still exists. This pioneer furnace also produced
the first dies for coining colonial money, the first fire-
fighting pumping engine, together with the first metal
anchors and cranes. By 1650 the plant had increased
its original output sufficiently so that it was able to enter
foreign markets.

As the iron and steel industry developed with the
growing nation, Massachusetts continued to play a most
important part. Until 1875 the nail machine most
widely used was one developed in 1790 by Jacob Perkins
of Newburyport, which could turn out 200,000 “cut
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nails” a day. The first use of iron for rails occurred in
1826 on a four-mile railroad built near Quincy to carry
stone for the construction of Bunker Hill Monument.
Keeping pace with new methods of steel production, the
first open-hearth furnace to operate regularly was in-
stalled at the Bay State Works in South Boston in 1870.

America's steel-making centers have been determined
not only by the location of iron ore, coal and limestone
deposits, but by the nearness to the manufacturing indus-
tries that buy steel products. This second factor has
become of increasing importance for the economic location
of a steel mill, particularly since the introduction at the
turn of the century of the electric furnace, which is used
by the non-integrated type of steel mill and which lessens
the dependence upon raw materials because of its use of
scrap as a charge. Although Massachusetts was not
responsible for this latest advance in steel-making,
nevertheless, its development of a market for the products
of both types of steel mill has proceeded at an amazing
pace. Today, with only one blast furnace in Everett
and one open-hearth plant in Worcester, it occupies the
leading position in the heavy concentration of the metal-
working industry in New England.

Dr. Alfred C. Neal, Vice President of the Federal
Reserve Bank of Boston, cited this fact in his statement
on January 26, 1950, before the Congressional Joint
Committee on the Economic Report, in behalf of the
New England Council Steel Committee. Since Dr. Neal’s
testimony marked the first complete presentation of the
economic basis for the establishment of an integrated
steel mill in New England, a summary of the points which
he stressed is given below, as condensed from the Con-
gressional Record.

New England’s steel-using industries, although account-
ing for almost three quarters of the manufacturing growth
since pre-war, are seriously handicapped by the cost and

The Case for an Integrated Steel Mill in New
England.
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supply of steel. New England, with the region adjacent
to it, is an area of deficit steel supply, the nearest procure-
ment sources being plants at Sparrow’s Point, Md., and
Buffalo, N. Y. Much of the supply has to be brought
from the Bethlehem and Pittsburgh districts in Penn-
sylvania, and freight rates from these points put New
England steel consumers at a great disadvantage. The
added cost per ton of steel varies between $5 and $9,
with the result that some consumers have had to abandon
their New England plants or move them nearer the
source of raw materials.

In spite of the cost and supply handicap, metal-working
operations in New England employ 40 per cent of the
manufacturing wage earners, or more than half a million
people. An idea of the size of the local market can be
gained by the fact that New England, with New York
and New Jersey, while accounting for nearly 20 per cent
of the nation’s population and nearly 25 per cent of its
income, provides substantially higher proportions of
employment in many of the metal industries, as, for
example: 1

Employment Per Cent.

Typewriters 97
Cutlery 88
Textile machinery 71
Nails and spikes 65
Wiring devises and supplies 57
Ball and roller bearings 51
Wire drawing 44
Radios and related products 41
Machine tools 40
Blowers and fans 39
General industrial machinery 37
Special industrial machinery 36
Ship and boat building 34
Motor vehicle body and parts 9

i Source: Steel Consumption-Census of Manufacturers, 1947. See Exhibits D and E of
Dr. Neal’s Statement.
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The local market in which a New England steel mill,
located at New London, would have a freight advantage
consists of the New England States, and eastern New
York and northern New Jersey States. New England’s
part of this market not only is growing at faster than the
national rate, but can be expected to accelerate, as did
the metal-working industries during the 1930’s in area
served by the Sparrow’s Point mill. It is axiomatic that
for the site of a steel mill two out of three requirements
must be satisfied, but careful study indicates that of
these, physical location with respect to iron ore and coal
is of less importance than economic location.

Regarding costs of the raw materials, on account of
ocean transportation, ore from Labrador and coal from
West Virginia are economically closer to New England
than if the deposits were in New England a few hundred
miles from the mill site. In scrap, the third important
raw material, New England has a decided advantage,
since it is a surplus-producing area. During 1947 and
1948, it exported more than three quarters of a million
tons. 1 With an integrated mill of the size contemplated
using about a third of the excess, New England would
continue to be a surplus scrap-producing area. Since
the price of New England scrap is worked back from the
nearest buying mills, in deducting the freight costs there
would be a saving for New England mills of between $7
and $lO a ton. An ample supply of limestone is available
in New England and near-by New Brunswick.

The principal difficulty in building an integrated mill
today is raising the money at today’s high construction
costs, since it would cost more than twice as much as
existing mills. The novel financing plan suggested is not
necessarily advocated by the Steel Committee, but is
“an indication of how far New England might be willing
to co-operate with an established steel company” in
setting up an integrated steel mill in New England.
Under the plan two thirds of the financing would be

Source: Interstate Commerce Commission. See Exhibit Fof Dr. Neal’s Statement,
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supplied by a State Steel Authority, through the issuance
of tax-exempt bonds at 1.75 per cent interest with amorti-
zation in twenty-five years. The remaining third of the
total cost of $240 million, representing an equity invest-
ment, would be supplied by a New England Steel Cor-
poration, with $4O million coming from the established
steel company and $4O million from the public. The
company would build the mill (which would be owned by
the State Steel Authority) and lease it to the New England
Steel Corporation.

On the subject of profitability, mills in deficit steel-
producing areas show better operating rates than the
average, a fact confirmed by operating steel executives.
Therefor, the performance of this mill was figured over a
ten-year capacity, with an average of 82 per cent of its
V/i million tons ingot capacity. On the basis of gross
sales of slightly more than $69 million per year, the mill
would have a manufacturing profit of $25,354,000 and a
net profit of $6,260,000 per year after taxes. This profit
would provide an average return of 7.8 per cent on its
stockholders’ investment and 9.1 per cent on sales over
the ten years of operation.

It is not lack of profitability that has deterred the steel
industry from building a New England mill. One major
stumbling block has been lack of free capital. There are
not many steel companies that have $4O million in cash
or could raise it on today’s capital market, particularly
when they are already committed to heavy programs of
investment in order to improve the competitive position
of their existing mills. Another stumbling block lies
in the fact that any one of these companies in establishing
a New England mill would find itself competing with its
other operations. This competition would be direct,
in that the company would cut its present mills, now
selling New England consumers, out of the region’s
market. Indirectly, it would offer an inducement to some
customers to establish fabricating facilities in adjacent
territory.
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The major reason why the steel industry does not have
capital available for ventures like the New England mill
is because existing plants in most cases are carried on the
books at pre-inflation costs and depreciated on basis of
those original costs. Such depreciation allowances are
insufficient to finance modernization and replacement at
present-day costs.

In conclusion, the movement for a New England steel
mill was started in 1946 by the New England Council,
and led to the organization, in July, 1948, of a Steel
Committee. Composed of private businessmen, this
Committee has not been trying “to obtain something
that was economically unjustified,” but to perform a
public service for the region. “In seeking an integrated
steel mill, we are not seeking to take anything away from
any other region, but only to take advantage of a new
opportunity available to us. . . . If we are to have an
expanding economy in this country, each region must
take advantage of the opportunities available to it. We
are trying to do that in New England.”

The above quotations are from Dr. Neal’s Statement
in the U. S. Senate on January 26, 1950, as it appeared
in the Congressional Record.

Steel Heads’ Statements Regarding New England
Mill.

Dr. Neal’s testimony was preceded and followed by
statements from the major steel producers, excerpts
from which are given below:

Benjamin F. Fairless, President, U. S. Steel Corpo-
ration ;

After a careful consideration of raw materials and the market in
relation to plant locations, we have concluded that if and when United
States Steel constructs an integrated steel plant on the Atlantic sea-
board, it should be located in the Philadelphia-Trenton-New York
area. . . . United States Steel is not opposed to the construction and
operation of an integrated steel plant in New England, or anywhere
else, when it is accomplished by private enterprise.
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E. M. Voorhees, Chairman, Finance Committee,
U. S. Steel Corporation:

Consider what the price of steel products would have to be today to
justify the building of a brand new steel plant at today’s high prices
for construction and equipment.

... To earn a reasonable return
on the increased number of dollars required wouldrequire, in the careful
conservative judgment of our staff skilled in such matters, that the
price of steel products be advanced from present levels by about $2O a
ton on the average.

Admiral Ben Moreell, President, Jones & Laughlin
Steel Corporation:

Since it will take all the earnings we can set aside, plus what we can
prudently borrow to meet these needs (current modernization and
expansion commitments), we are simply unable to assume the addi-
tional obligation which would be required by participation in the
proposed New England plant.

A. B. Homer, President, Bethlehem Steel Corporation:

It is inconceivable to me that any source of private capital, after
due study, would provide the funds required to construct even a rela-
tively small limited-product steel mill and finishing plant in New
England.

At the time of the hearings before the Joint Committee
on the Economic Report, there were some public state-
ments commending the New England mill project,
notably from the two following Congressmen:

Senator Brien McMahon (Conn.), in a letter dated
January 5, 1950, to the Committee’s Chairman, Senator
Joseph C. O’Mahoney:

Favorable Statements Regarding New England
Mill.

New England has an abundance of metal-fabricating plants, which
are vital to its continued prosperity, and the undisputed fact is that
New England has been handicapped by a lack of sufficient steel for
many years past. ... A steel mill in New England would not con-
stitute a threat to present steel facilities; on the contrary, it would
complement those now in existence. ... It is unpleasant but true
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that there has developed what seems to be a concerted effort among
leading steel producers to oppose the development of a steel mill in
New England. This opposition is based not upon economic grounds,
but upon reasons which certainly will bear the most careful scrutiny
by your committee.

Rep. Wright Patman (Texas), from Extension of
Remarks in the House, January 9, 1950, and before the
Joint Committee:

New Englanders have long operated small, medium and large plants
manufacturing fine tools and hundreds of mechanical appliances,
which have been distributed throughout the country. New England
is noted for its quality products in this field. . . . Over the years
New England has hauled its steel in from distant points, manufactured
it into various products which were shipped back over the same lines
whence came the new material. . . . The reason [why] Texas or New
England cannot get money from the banks to build a steel plant is
because executives of steel companies sit on boards of directors of the
banks and turn down requests for loans.

Early Prospects for A Connecticut Steel Mill.
In spite of the attitude of the steel industry heads, the

Governors of two of the New England States continued
to urge the economic advantages of the location of a
steel mill within their own borders. Gov. Chester Bowles
in a “Report to the People of Connecticut”, which ap-
peared in February, 1950, pointed out that the reason
for trying to induce one of the larger steel companies to
build a plant in Connecticut was to have the benefit
of the experience and “know-how” of a tested operating
and selling operation. It was realized, however, that any
conclusion of theirs would be “a cold and objective
business decision.” In explanation of why the several
steel companies did not find sufficient “business incen-
tive,” Governor Bowles said;

No company denied the profit possibilities of a New England mill
much less its importance to the New England economy. . . . They
were careful not to say that a New England mill would be unprofitable.
They said only that in the light of their nation-wide organization,
with branches in many parts of the country, they had other uses for
their available money which will be more profitable.
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As arguments for building the steel mill with New
England capital and New England management, Governor
Bowles pointed out:

It would demonstrate . . . the flexibility of our private enterprise
system in meeting a regional problem in a dynamic way. Most im-
portant of all, an independent mill controlled by New England investors
would have two important advantages. .

. . First, it would give
priority attention to supplying New England customers; and second,
it would set prices to fit the needs of the New England market rather
than in response to the pressures of a nation-wide business.

The Governor had already appointed a Connecticut
Steel Advisory Committee, headed by Clifford S. Strike,
President of F. H. McGraw & Co. On advice of this
committee the State of Connecticut, in April, 1950, made
available $60,000 for an economic and engineering survey
of the New London-Waterford-Groton area. In co-
operation with the New England Steel Development
Corporation, which had been organized in January, 1950,
under the laws of the State of Delaware (by direction of
the New England Steel Committee through its counsel,
Joseph B. Ely), the firm of Coverdale & Colpitts, con-
sulting engineers, was employed to make this survey.

The New England Steel Development Corporation
appointed Mr. Strike as its president, and he began
vigorously to push the proposed Connecticut location
of the steel mill. In an address before the Association
of Iron and Steel Engineers in Cleveland on September
28, 1950, he cited the following statistics in corroboration
of the fact that New England’s principal industry is
metal working:

From 1939 to 1947, the number of metal-working plants in New
England has increased from 2,970 to 5,236; employment in the industry
has increased from 331,000 to 579,000, or by 75 per cent. Nearly
40 per cent of our present industrial employment is in metal-working
compared with less than 30 per cent in 1939.

Agreeing with Dr. Neal that the metal-working indus-
tries were also the fastest growing industries in New
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England, “accounting for nearly three quarters of the
growth since pre-war,” Mr. Strike reported further:

New England’s share of the national use increased from 3.1 per cent
in 1937 to 4.4 per cent in 1947-48. Use by New England, New York
and New Jersey combined, roughly the market area for a New England
mill, grew from 11.2 per cent of the national total to 13.2 per cent in
the same period.

With regard to the effect of New England’s being a
surplus-scrap area, Mr. Strike noted that “the trend of
steel capacity was toward the market . . . and was
helped by the existence of surplus scrap in market areas
without much productive capacity.” And finally, in
pointing out the necessity for “both national defense and
economic delivery” of the location of steel plants near
their markets, Mr. Strike said; “New England is the
largest area of demand in the United States that does not
possess one or more integrated steel plants within its
boundaries.”

Only a few weeks later, the national emergency forced
a change in the plans of the New England Steel Develop-
ment Corporation for financing the mill. In a letter to
Senator McMahon in November, 1950, Mr. Strike wrote
that the previous plans would take more time than the
nation’s need for additional steel capacity permitted, and
that based upon the proposition that the federal govern-
ment wmuld finance the construction cost, the New
England Steel Development Corporation would acquire
the site for the mill and raise some $3O million of working
capital by public sale of securities. Quoting from the
letter:

It would then contract with government lending agencies empowered
under the Defense Production Act of 1950 for a loan of the capital
construction funds, and for the design, construction and operation
of the mill by F. H. McGraw & Co. of Hartford during the defense
emergency period. . .

. The mill would be constructed and managed
by McGraw, with an understanding that at the end of hostilities,
when the steel mill was available for return to servicing the peace time
market, the New England Steel Corporation or its affiliate, the New
England Steel Development Corporation, might lease and/or purchase
the facilities from the federal government.
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Shortly after the publication of this letter the text of
the following telegram from W. Stuart Symington, chair-
man of the National Security Resources Board, was
printed in the “Hartford Times”:

Officials of the New England Steel Development Corporation have
conferred during recent weeks with me and members of this Staff
concerning the establishment of a steel mill at New London, Conn.

National security requirements make it important that we have
greater steel capacity in this country, and the case that has been
presented thus far regarding the New England project has been very
interesting.

The Corporation staff and members of the staff of the National
Security Resources Board are currently engaged in further research
and engineering studies in connection with the proposal. lam hopeful
that a quick decision on the matter may be reached.

On December 23, 1950, the New England Steel De-
velopment Corporation filed an application with the
National Security Resources Board for a Certificate of
Necessity for an integrated rolling mill at New London,
Conn. This application was approved and the Certi-
ficate of Necessity was granted on January 5, 1951, which
permitted the amortization of approximately 75 per cent
of the cost of the plant at the rate of 20 per cent annually.

The Coverdale & Colpitts Report.

The “Report on Proposed New England Steel Mill,”
submitted by the consulting engineering firm of Coverdale
& Colpitts on March 1, 1951, was, on the whole, un-
favorable to the project, although in a Supplementary
Statement, issued on April 17, they affirmed:

The basic idea of establishing a steel mill in New England is well
founded. . . . More than half its market would be protected by a
cost-of-freight advantage which should have a beneficial effect in a
time of diminishing demand as compared with other mills located in
existing producing areas, assuming that its operating costs would be
comparable with those of its competitors supplying New England
from more distant points.

Included in the Supplementary Statement was the
following table, in which Coverdale & Colpitts showed
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the adverse effect of present high capital costs as related
to selling prices on the earning potential of the proposed
New England mill, in comparison with average plants
of the steel industry which had been built under more
favorable conditions. The comparison is expressed in
per cent of dollar sales. It will be noted that in both
cases the operating profit ratio is about the same, but
that the burden which the new mill would have to carry
in depreciation charges is reflected directly in the net
income available for taxes.

Independent
Industry New England
Average. l Company.

Sales 100.0 100.0

Cost of sales including administrative, sales and general
expense . . . . . . . • 83.8 85.5

Operating profit 16.2 15.5
Depreciation 3.7 10.2

Net income available for interest and taxes . 12.5 5.3

From 1949 Annual Statistical Report of American Iron and Steel Instituti

Coverdale & Colpitts pointed out that to correct this
situation, in the war emergency, the federal government
had granted “Certificates of Necessity,” but that such
assistance could not be uniformly applied:

For a new and independent company this certificate would have only
limited value in reducing the capital cost of the project, because such a
new company could not be expected to earn enough profits in the first
five years to realize sufficient tax savings through accelerated depreci-
ation to make it a financially attractive project.

The situation may be quite different, however, for an existing com-
pany which is earning large profits from its present properties. Such
a company in a consolidated tax return might make very advantageous
use of a five-year amortization of the new plant. The cost of the new
project might be reduced to a point where the new investment would
be comparable to the investment in competing properties.

Coverdale & Colpitts included “Report on Prospective
Market for Steel Mill Products,” also dated March 1,
1951, comprised an intensive survey of steel consumption
in the area of Bridgeport, Conn, (a representative,
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diversified metal-working center), and a general survey
of the New England market as a whole, including the
metropolitan area of New York and northeastern New
Jersey. The survey was made during the last six months
of 1950 and utilized “The Directory of New England
Manufacturers,” published by George D. Hall Company
of Boston, the 1950 edition of which indicated that there
were more than 3,000 concerns in six New England States
using steel products. From other sources it was ascer-
tained that there were more steel consumers in this
region than were listed in the Directory.

In a review of studies made by the American Iron and
Steel Institute, Coverdale & Colpitts showed the stead}'
increase in steel-making capacity of the United States
and the fact that in ten years between 1940 and 1950
these facilities had been operating at 89 per cent of
capacity. With the total national ingot production in
1950 amounting to 96,870,000 tons, Coverdale & Colpitts’
percentage for all steel products consumed in New Eng-
land at the post-war level of business was 3.3 per cent,
or about 2,000,000 tons. (Compare with Mr. Strike’s
estimate of 3.1 per cent in 1937 and 4.4 per cent in 1947.)
They stated, also, that their data was confirmed by
surveys of the New England market made independently
by two large steel companies.

In an analysis of the metropolitan New York and
northern New Jersey area, Coverdale & Colpitts found
that although it consumed approximately 4 per cent of
the total national steel consumption, this market in the
future would be a marginal one for a New England mill,
due to the construction of U. S. Steel’s integrated plant
near Morrisville, Pa., and National Steel’s integrated
plant near Camden, N. J., both of which would be able
to ship their products into this area with a rail-freight
charge of about $2 per ton under that of a mill located
at New London. Such freight-rate differential in a nor-
mal market would be difficult to overcome, but Coverdale
& Colpitts thought that the New England mill could ex-
pect to obtain a certain amount of tonnage from the
New York-New Jersey area.
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Although Coverdale & Colpitts’ survey was based upon
the premise of an integrated steel mill for New England
and the type of facility that would most economically
satisfy the available market (in their opinion a rolling
mill for sheet and strip, tin-mill products and butt-weld
pipe), nevertheless certain reservations in their analysis
are pertinent to the market of a non-integrated mill, as
follows:

New England rod and wire consumers now receive an estimated
75 per cent of their requirements from local, integrated and non-
integrated producers. A New England mill producing wire rods,
wire or wire products, would be competitive only with existing pro-
ducers in New England and would not benefit the economy particularly.

While the total bar market appears attractive, closer analysis indi-
cates that it would be a difficult market to serve. The total bar figure
includes hot-rolled carbon, alloy, reinforcing, tool steel and stainless
bars, as well as cold-finished bars. The alloy, tool steel and stainless
bars represent about 25 per cent of New England’s total tonnage.
Electric furnaces are required in order to produce the full range of
these products, and extremely rigid production and inspection pro-
cedures are required.

The following summary prepared by Coverdale & Col-
pitts gives the estimated steel consumption for New Eng-
land in 1950, with an added notation regarding the market
for alloy, tool steel and stainless bars:
Steel Consumption in New England, Metropolitan New York and

Northern New Jersey Markets.

All other

Total

119,500 net tons =25 per cent of N. E. market, comprising alloy, tool steel and stainlessbars.

2,123,000 4,663,000540,
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With regard to the probable participation of a New
England steel mill in this market, Coverdale & Colpitts
said that such estimates were difficult to make, but that
it was expected that such participation in New England
would be about 50 per cent and in the marginal area
between 15 and 20 per cent, or about 610,000 tons of
flat-rolled products. They noted that the problem was
complicated by the impending construction of two large
integrated mills in the Philadelphia area. Whether the
same percentages of participation would apply to the
market of a non-integrated mill could not be determined
from Coverdale & Colpitts’ survey, but the contributing
factors as stated by them would be the same. To wit:
Competition is extremely active in this area, where es-
tablished companies have been selling for years. Many
consumers, the larger ones in particular, insist on more
than one source of supply. Other consumers have his-
torical sources of supply, which they are reluctant to
change without compelling reasons. There are other fac-
tors, such as the desire to purchase from sources able to
supply a full range of steel products and special quality
requirements, that wmuld lessen the potential participa-
tion of a New England mill.

In its field survey of Bridgeport, chosen on account of
its diversification, medium-size and well-defined metro-
politan area, Coverdale & Colpitts made more than 500
calls on manufacturers, city and county government pur-
chasing authorities, public utility companies and con-
struction companies. They conferred with the Bridgeport
Chamber of Commerce, its Manufacturers’ Association,
and even one large scrap dealer who had operated in the
area for more than fifty years. In the course of their
interviews, they rarely encountered a person who refused
to discuss the situation, and seven out of eight persons
(actually 86 per cent) favored the establishment of a
New England steel mill.

The large consumers in this area (1,000 tons or more
per year) indicated that about 40 per cent of their total
purchases might be made from a New England plant.
This amount was 8 per cent less than the over-all per-
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centage for Bridgeport consumers, for the reason already
given, that large users place strategic value on several
sources and have sufficient volume to justify doing busi-
ness with more than one source. Hence the proportion
of purchase to the total consumption increased as the
smaller concerns were added.

The main section of Coverdale & Colpitts’ “Report on
Proposed New England Steel Mill” was devoted to a
history of the project, a tabulation of the sources of raw
materials, a description of the mill facilities, and esti-
mates of construction cost, production cost and earning
capacity.

With regard to steel scrap, Coverdale & Colpitts found
that the New England States originate about 5 per cent
of the total scrap consumption in the United States, which
amounts to approximately 700,000 tons per year. This
excess over steel products, they suggest, can be explained
by the number of automobiles scrapped in New England
for which there is no commensurate production. (It will
be recalled that Dr. Neal reported this area as accounting
for only 9 per cent of the motor-vehicle body and parts
industry.) This scrap surplus finds its way to steel-making
centers outside New England, but the local price is as
much as $lO per ton lower, for the reason that New Eng-
land scrap must be competitive after delivery.

In its estimate of construction costs, Coverdale & Col-
pitts figured that the “grand total” of $l9O million (for
general plant, coke ovens, blast furnace, open-hearth shop,
soaking pits, blooming mill, hot strip mill, cold-rolled
sheet and tin plate mill and pipe mill) was equivalent to
about $215 per ton of ingot capacity. They noted that
this figure was lower than that indicated for U. S. Steel’s
new plant at Morrisville, Pa., but added that it repre-
sented the more than 100 per cent increase in cost of
steel-making facilities since before World War 11. The
total cost did not include purchase price for the 1,000 acres
of the site, nor interest charges during construction.

For a mill unit with the mentioned primary facilities,
Coverdale & Colpitts estimated that a working force
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of 2,890 persons would be needed for continuous opera-
tion and to produce 610,000 tons of flat-rolled products.
The operating cost of the New England mill, they thought,
would be competitive with other mills of comparative size.

In figuring the composite selling value of $lO6 per
net ton for the products of the New London mill, Cover-
dale & Colpitts used the published base price of products
at Sparrows Point, which they said had been realized
also by other plants making a similar line of products.
The same selling value per ton was used at different
levels of operation, since the average rate of operation
for the industry over the past ten years has been nearly
90 per cent and over the past twenty years has been
70 per cent. With a 100 per cent capacity attained during
the fourth year of operation, Coverdale & Colpitts esti-
mated that there would be a profit of $l5 per ton and a
manufacturing profit of $7,350,000 per year. They
noted, however, that if price and volume should be related
in the future as they have in the past, at approximately
70 per cent of operation in succeeding years, the net
income available for depreciation, interest and income
taxes would be reduced to zero.

The Coverdale & Colpitts Report was based on the
assumption that the proposed New England mill would
be an independent one, and they pointed out that its
prospects as such were “considerably less favorable, at
least in the first five years, than if it were built and
operated as part of an existing large steel company.”
Although it was not possible to estimate what the total
advantage would be, they thought that the difference
might be as much as 25 per cent in operating profit.

H. A. Brassert’s Analysis of the Coverdale &

Colpitts Report.

Prior to this time, for three months, the New England
Steel Development Corporation had been inactive negoti-
ation with the Bethlehem Steel Company, but on the
basis of Coverdale & Colpitts’ Report of March 1, 1951
(although it was withdrawn within a week), Bethlehem
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immediately released the option they had held for the
construction of the New England mill. Neither the New
England Steel Advisory Committee nor the Connecticut
Governor’s Advisory Committee were satisfied with
Coverdale & Colpitts’ Supplementary Statement (pub-
lished April 17, 1951), although it included additional
markets, lower costs and better available raw materials.
As a result, the New England Council engaged H. A.
Brassert & Company, consulting engineers for the iron
and steel industries, to make a review of the Coverdale
& Colpitts Report, which was submitted on June 20.

On the market survey Mr. Brassert, who did the
analysis, criticized Coverdale & Colpitts for not empha-
sizing the tidewater location at New London and the
possibility of making use of extensive water shipments
to the New York metropolitan area and other points.
With transport into this region by means of barges costing
about $1 per ton, New London would have a freight
advantage over Morrisville, Pa. Two other steel centers
at Sparrows Point, Md., and Camden, N. J., were also
cited as not being as favorable for water shipments
over the open ocean around Cape May to New York.
Steel delivery by barges could also be utilized in serving
other points in Massachusetts, New Hampshire and
Maine. In proof of which, Mr. Brassert made use of
Coverdale & Colpitts’ first report of January 15:

On the Long Island side of the New York metropolitan area all of
the large consumers expressed themselves as being in favor of a New
England steel mill. On the New Jersey side, four out of five so ex-
pressed themselves. The large consumers on Long Island indicated
that a New England mill could expect 40 per cent of their purchases,
and many of them were quite attracted to the idea of a steel plant
located on the Connecticut shore of Long Island Sound which, they
think, is a highly advantageous location for deliveries by water trans-
portation.

In comparison with Coverdale & Colpitts’ Report, the
Brassert estimate of the annual market available for a
New England steel mill, based upon the 1949 level of
consumption, was 75 per cent larger, and its estimate
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of operating profits in 1957 (before interest, depreciation
and taxes) was 250 per cent greater. Mr. Brassert’s
figures were based on “efficient independent operations.”
By making full use of the accelerated depreciation as-
sistance and spreading it over ten years, he felt that at
the end of the ten years “the plant would be left written
down to a figure comparable to those of older plants in
the industry, and most favorably located to manufacture
its products at low costs.”

Another important factor not sufficiently emphasized,
Mr. Brassert felt, was the well-known tendency, once a
steel mill is established in a deficiency area, for new steel-
consuming industries to come there and for those already
established to grow further and this in addition to the
standard increase factor of I }/% per cent which applies
to the nation as a whole. Mr. Brassert also pointed out
that Coverdale & Colpitts’ estimates did not sufficiently
take advantage, by proposing the use of only a limited
amount, of New England’s favorable position with
regard to scrap.

In the summary of his review, Mr. Brassert was of the
opinion that Coverdale & Colpitts’ conclusions were
“overly conservative,” and he stated that the endeavor to
establish an integrated iron and steel plant was well
founded, and in line with “the general scheme of de-
centralization.” Regarding this development as in-
evitable, in the accompanying letter to his analysis,
Mr. Brassert commented:

It is a “natural,” with the basic shift in the raw material situation,
the position of the scrap market, and the advantage of a tide-water
location on the Sound. ... It is basically a competitive situation.
But in my opinion the first mill to be established in New England
would capture a most enviable market and substantially profit thereby.

Collateral Problems Resulting from Location of
the Steel Mill.

While Coverdale & Colpitts were studying the economic
aspects of the proposed steel mill, a committee of Connec-
ticut citizens, headed by Mr. E. E. Schattschneider of
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Wesleyan University, was appointed by Governor Lodge
to study the community adjustment problems adherent
in the location. Their report, published on April 27,
1951, was not altogether favorable, for with the increase
of population by about 12,000 persons in the area (ac-
cording to the Department of Rural Sociology at the
University of Connecticut, each industrial worker repre-
sents 3.11 persons), there would be problems with re-
gard to:

Water and air pollution
Noise reduction (within a radius of two miles).
Public health.
Schools (additional capacity for Vs pupil per family)
Recreation.
Fire and police protection (1 additional policeman for every 600

inhabitants).

Furthermore, the solution of these problems would have
a direct effect on municipal finances, since the need for
added educational, health and other community facilities
would develop prior to the time that the municipalities
would benefit from the tax return on new property, and
also since assessment on this type of property is relatively
low and once it is established is rarely, if ever, increased.

The Citizens Committee recommended the establish-
ment of a planning commission, because “community
planning and zoning serve to attract new industry, com-
mercial establishments and residences ... as well as to
guide the location and development of them in the best
interest of every one concerned.” Another argument ad-
vanced for an adequate building code was the fact that
while aiding the safety and comfort of old and new resi-
dents, it also serves as a protection against unscrupulous
or over-eager developers.

The Citizens Committee noted that there is an increas-
ing tendency of industry to look for factory sites in open
areas away from traffic congestion, with commuting dis-
tances up to sixty miles round trip not uncommon. They
added, however, that the New London-Waterford site
selected bv the New England Development Corporation
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was the only one considered by the Corporation’s con-
sulting engineers.

In corroboration of Coverdale & Colpitts’ estimate that
the mill could supply 50 per cent of the steel now being
consumed by fabricating factories throughout New Eng-
land, and 20 per cent of the market in the adjacent region,
the Citizens Committee stated that not only would some
of these factories expand if a New England mill could
deliver steel to them cheaper than could be obtained out-
side the region, but that within five years after the mill
approached full capacity, possibly as many as 40 new
fabricating and by-products factories would result. The
conclusion which the Committee came to, in spite of the
“collateral problems likely to result,” was that a steel
mill and the allied factories gravitating to it “could be a
‘shot in the arm’ to the economy of the area.”

The sum total of the Coverdale & Colpitts Report,
the 11. A. Brassert Review and the Citizens Committee
study was not sufficient, however, to impress the Con-
necticut Legislature, which at the close of its 1951 session
rendered an unfavorable decision on the request to take
by eminent domain properties necessary for the New
London site.

The Feasibility of a Steel Mill in Massachusetts.

While the Connecticut authorities were agitating in
behalf of a steel mill within their State, Massachusetts
officials were no less busy. In compliance with a request
from the Massachusetts Development and Industrial
Commission, which had been authorized under chapter
64 of the Resolves of 1950, a special report on “The
Feasibility of a Steel Mill in Massachusetts” was pre-
pared by Fessenden S. Blanchard and Eric Morrell, con-
sultants, and submitted to the General Court on May 2,
1951.

In explanation of the need for a steel mill in New
England, this report began by stating that proportionate
to its size more steel was consumed in the tri-state area
of Massachusetts, Connecticut and Rhode Island than
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in any single State of the nation, but that in spite of its
importance “there is no gainsaying that this market has
been relatively neglected and has had to suffer the con-
sequences of inadequate supplies, lack of dependable de-
liveries, and heavy freight costs.” Contrasting the prob-
able loss to the region, in the event that no steel mill was
erected, of. those industries using the baser forms of steel
for which freight costs cannot easily be absorbed, con-
sultants Blanchard & Morrell affirmed that “the location
of a steel mill within the boundaries of the Commonwealth
would undoubtedly accelerate the growth of the State’s
industrial economy.” In their opinion the importance
had been further enhanced since the abolition of the
“basing point system” in 1948, because under the pres-
ent method of purchasing steel f.o.b. the mill, it is im-
perative for the consumer to get his requirements from
the mill nearest his plant in order to reduce the freight
charges to the lowest possible point.

The total consumption of all varieties of steel by
Massachusetts fabricating industries was estimated by
consultants Blanchard & Morrell as being well below
750,000 tons per year, so that it became necessary for
them not only to determine the competitive geographical
area in regard to advantageous freight rates, but also to
consider whether the market afforded sufficient diversity.
They reached the conclusion that the construction of
new mills by major steel companies, particularly U. S.
Steel’s plant at Trenton, N. J., would offer dual com-
petition to any projected local mill. Specifically:

(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 with a greater variety of steels and steel mill products at
more competitive freight rates than previously existed.

In an analysis of the total New England market for a
mill located near Fall River, consultants Blanchard &

Morrell stressed the fact that no other area of comparable
size in this country uses such diversified variety of steels
and steel-mill products as New England. In illustration,
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the president of Bethlehem Steel was quoted as telling a
joint congressional committee that “it requires the
products of six different mills just to cover the wide
variations of bar specifications of his companies’ New
England customers.”

The Blanchard Report estimate of gross steel con-
sumption, if all New England comprised the market
area, approximated 2,250,000 tons. This total should
be compared with the surveys of two large steel com-
panies for a market slightly in excess of 2,000,000 tons
annually (which for these companies did not offer suffi-
cient profitability) and the Coverdale & Colpitts esti-
mate of a 2,300,000-ton yearly consumption, although
this market included eastern New York and northern
New Jersey, where the Blanchard Report felt competition
would undoubtedly be severe, unless the New England
mill produced items which could not be secured from
Trenton.

Continuing the analysis of the New England market,
consultants Blanchard & Morrell subtracted “the Census
of Manufacturers conservative 1947 figure of 149,256 tons
of alloy and stainless steels,” as well as 374,850 tons of
sheet, strip and wire rods already being produced in the
area. From the following summary of the quantity of the
different steel categories imported into New England
(also based on statistics of the 1947 Census of Manufac-
turers) they came to the conclusion that only bars and
shapes were consumed in sufficient volume here to war-
rant a modern integrated mill:

Estimate of Steel
consumed inCategory, New England

(Tons).

475,984

225,807

204,661

143,865

359,968

Sheet and strip

Plate mill

Structural shapes

Rods
Bars and shapes
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Regarding future increased tonnage consumption,
consultants Blanchard & Morrell stated that “if a steel
mill should be established in Massachusetts, there would
be a prompt and sizeable jump in quantity of steel con-
sumed, due to the location of new industries or relocation
of others anxious to avail themselves of lower freight
rates.” However, they were of the opinion that other
estimates of such increase had been over-optimistic,
and that “the normal rate of growth could not be expected
to surpass an eventual gross total of 182,000 tons for
fabrication purposes,” of which, they added, “a large
part, or nearly 75,000 tons, would consist of sheet and
strip.” Furthermore, the opportunity to develop a foreign
export business appeared questionable to them, due to
the large export trade which the present steel companies
have built up, as well as the recent construction of steel
mills in South America and Europe.

On the subject of raw materials, the Blanchard Report
pointed out that as technological improvements within
the industry have developed, and the necessary quantity
of ore and coal has diminished, proximity to adequate
sources of scrap has become more important. In this
respect, it agreed with all the other surveys that Massa-
chusetts has a decided advantage, since it is a surplus-
scrap area. On the basis of one third of a ton of scrap
for each ton of steel that the integrated mill at Fall River
would consume, the Blanchard & Morrell estimate was
that not more than 30 per cent of scrap originating in
New England would be utilized, leaving an almost equal
quantity for shipment to other centers, even after de-
ducting the amount already being consumed.

In the section devoted to capital and construction
costs, the Blanchard Report also cited the latter in being
so far out of line with the present price of steel as the
reason why some steel companies consider replacement,
or rehabilitation of existing facilities, a more economic
investment than new plant location. It stated that
those existing companies which have embarked on expan-
sion programs on the eastern seaboard are doing so on a
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long-range basis, taking the following factors into con-
sideration ;

1. Tidewater sites for utilization of their own foreign ores.
2. Closer proximity to the markets, including those for export,
3. Present opportunity for accelerated depreciation.

With regard to a Fall River site, consultants Blanchard
& Morrell were of the opinion that it could be made
entirely suitable for a steel mill on account of its under-
lying geographical stratification, possible deep-water
transportation facilities, and adequate supply for process
and potable water. However, they pointed out that
since any mill established near Fall River presumably
would be dependent upon one railroad, in times of emer-
gency, when shipping is a critical matter, such railroad
would likely be taxed to capacity, particularly since this
area of New England is heavily populated and intensely
industrialized.

Summarizing their findings with regard to “the feasi-
bility of a steel mill in Massachusetts,” consultants
Blanchard & Morrell came to the following four con-
clusions :

1. On the assumption that the present emergency will be of con-
siderable duration, the erection of one steel mill in New England may
well be entirely justified. . . . Such a mill might thus becomea success-
ful venture and get into a position strong anough 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 unwarranted . . . the
return to normal times would find it in a precarious competitive
position.

3. Thus, without the stimulus of a greatly accelerated steel demand
. . . the quantities and varieties of steel normally consumed 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 reappraise the entire situation . . . with a view to the possibility
of establishing a mill near Fall River.
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Comparative Impact of Corporate Taxes in Massa-
chusetts.

State taxes were not computed for comparison in the
Blanchard & Morrell Report, on account of the impending
survey of the Massachusetts “Special Commission on
Taxation,” but it was suggested that this be done as
between Massachusetts and New Jersey, for the purpose
of determining whether a steel mill near Fall River would
possess advantage or disadvantage over a plant near
Trenton. The complete Taxation Report, published in
June, 1951, included a comparison of tax liabilities of
20 domestic manufacturing corporations in Massachusetts
with what they would pay in selected cities of seven
other States. A digest of the comparison pertinent to
New Jersey follows:

The State most comparable to Massachusetts in size
and industrial characteristics is New Jersey, but in
terms of state tax structure they have almost nothing in
common.

In Massachusetts the principal state tax paid by manu-
facturers is the corporation excise tax which depends
upon a complicated formula involving two parts and
subject to two possible alternatives. The first part is
measured at the rate of per cent on net income earned
in Massachusetts; and the second part is measured at
the rate of $5 per $l,OOO on the value of “corporate
excess,” or on the value of tangible property in the
Commonwealth not taxable locally (whichever is greater),
plus a surtax of 23 per cent (since 1949) on this corporate
excise tax. In substance, the over-all result represents
a tax of 6.765 per cent of income allocated to Massa-
chusetts, plus .615 per cent of invested capital.

The only direct state tax (exclusive of the pay-roll
tax) in New Jersey is the corporation franchise tax, which
rests upon the net worth of the corporation at $O.BO per
$l,OOO. New Jersey is a local-property tax State, and
the major tax paid is that assessed locally upon real
estate as well as upon tangible personal property.
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Although Massachusetts corporations are probably
taxed more heavily upon income than in any other State
(with the possible exception of Oregon), state taxes alone
do not tell the main story, which is found in the large
area of local taxation. The example corporation in the
Taxation Report paid the highest total state tax of
13,215 in Massachusetts, contrasting with the lowest
total state tax of $356 that it would pay in New Jersey,
but whereas 16 of the Massachusetts corporations paid
more than one half of all their state and local taxes at
the state level, the highest state tax reported for New
Jersey amounted to only 7 per cent of all state and local
taxes estimated for Paterson, N. J.

The most prominent tax upon the manufacturer in
New Jersey is the locally assessed tax upon tangible
personal property, which has not been included within the
Massachusetts tax structure since 1936, when machinery
was exempt by law from the local property tax. However,
this exemption in Massachusetts is somewhat offset, it
should be added, by the inclusion of machinery in the
base for determination of the “corporate excess,” and
by the addition of the alternate minimum tax of $5 per
$l,OOO on the value of tangible personal property.

The average local property tax rate for Massachusetts
in 1950 was $44.80 per $l,OOO (ranging from a low of $lB
to a high of $75) and was applied primarily to real estate
(land and buildings), whereas New Jersey’s average
local tax of $51.67 was extended to include machinery
and inventories. This application of the local property
tax to tangible personal property caused not only a higher
total property tax expectation in Paterson, but also
offset in some measure Massachusetts’ greater tax re-
quirements at the state level. The over-all results ob-
tained in the comparison, which included all state and
local taxes except unemployment compensation taxes
upon pay rolls, indicated a median tax for Paterson
amounting to 68 per cent as much as the Massachusetts tax.

The difficulty of comparison was enhanced because of
the common method of evaluating real estate and personal
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property in all States. In the main, local assessments
are essentially the product of negotiation and adjustment
between local taxing officials and the industrial tax-
payer. For tangible personal property particularly,
local practice has developed standards other than book
value which, varying with each local tax environment,
tend to remain unchanged over a long period of time.

One final qualification with regard to the comparison
is necessary, since it was based upon data obtained for
1948 from the 20 participating corporations. That was
a year of relatively high earnings, as well as being one
most fre° from war influences. In such a year a com-
parison based upon high corporation earnings would be
less favorable to a relatively high income-tax State such
as Massachusetts than a property-tax State such as New
Jersey, although it could, as the Taxation Report states,
“still reflect what in the long run might be a favorable
tax environment for the corporation.” The reason given
was that while the inclusion of inventories in the property
tax base would result in more variability, the fact that
other property is assessed locally, at rates redetermined
each year upon values which tend to remain unchanged,
makes the local property tax less sensitive to business
fluctuations than the income tax, which must be reported
annually. For the purpose of long-range tax planning,
the Report of the Massachusetts Special Commission
on Taxation was of the opinion that:

While both types of tax structures have elements of flexibility, the
non-property tax States are more likely to show flexibility in actual
tax requirements placed upon the manufacturing corporations.

In their history of the New England steel mill project,
Coverdale & Colpitts made note of an earlier report on
its feasibility, which had been prepared for the New
England Council by the Econometric Institute in June,
1948. That report was discouraging because of its con-
clusions that the available market was inadequate to

The Case for a Non-Integrated Steel Mill in
New England.
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support an integrated mill, and that New England, due
to its scrap advantage, should expand its non-integrated
steel products. Although the recommendations were not
followed, in view of the revival of interest in a steel mill
for Massachusetts and the trend of recent developments,
it has seemed worth while to supply a brief outline of that
first study concerning the possibilities.

The Econometric Institute description of the New
England market for steel coincided with the surveys
which followed, that it is a highly diversified and
specialized market, particularly among the lighter forms
of finished steel products, and that a large part of the
demand is for rod and wire products already being sup-
plied by existing capacity within the region. With
regard to that portion of the market hitherto procured
from large specialized mills in neighboring States, the
Institute’s staff was definitely of the opinion that “smaller
facilities than would be involved in an integrated mill,
carefully planned and located with regard to New England
requirements for specific steel products, can operate suc-

in competition with suppliers outside the area.”
The Econometric Institute finding on the availability

of local scrap differed somewhat from the succeeding
surveys. Although describing New England as a “scrap-
surplus district,” according to its tabulations this posi-
tion tended to become marginal, and an added potential
consumption of a half million tons a 3rear would necessi-
tate readjustment in the local supply and demand rela-
tionship, and would result in higher scrap prices. The
Institute people felt, however, that it should be possible
to increase the consumption of local scrap by about
200,000 tons, although this might require the prepara-
tion of collected scrap in order to make it suitable for
high-grade smelts.

One other observation made in the Econometric
Institute study with regard to the character of the New
England economy has not been noted by later surveys,
namely, that the trend of its industrial production “has
been toward small organizations in light manufacturing
with emphasis on entrepreneurial talent and skilled
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workers.” The further development of “this evolu-
tionary growth,” it was felt, would be a much more
fruitful use of the region’s resources than basic metals
production.

In keeping with their findings, the recommendations
made by the Econometric Institute differed radically
from those of the other surveys already noted. To the
New England Council and its members this course of
action was suggested:

1. Promote the expansion in New England of steel-consuming
industries producing for regional and export markets.

2. Develop more complete and up-to-date data on New England
steel uses and existing sources of New England’s steel supply than
are now available.

3. Recheck periodically on the pros and cons, as shown by this
report, of locating an integrated steel plant on the New England coast.

4. Expand non-integrated steel production as warranted by local
demand.

The Arthur D. Little Survey.

As the 1948Econometric Institute study recommended,
“the pros and cons” of an integrated steel mill for New
England were periodically checked during the following
years, but it was not until 1952 that another survey
came to the same conclusion that only the non-integrated
type of steel plant was suited to New England’s expanding
metal-working industry. This was the Arthur D. Little,
Inc., “Survey of Industrial Opportunities in New Eng-
land,” prepared for the Federal Reserve Bank of Boston.

In a pertinent initial analysis of the entire New England
economy, to show that since it is one of the oldest indus-
trial regions of the United States its industrial problems
are those of maturity, the Arthur D. Little Report
recognized the following factors:

Liabilities.

Geographical position in far northeast corner of the United States.
Generally poor in raw materials.
Power costs high compared with competing regions.
Burdensome taxes in some jurisdictions.
Many industrial plants old and ill arranged.
Labor costs high in some lines.
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Assets.

Excellent supply of skilled labor.
Ample supplies of process and cooling water.
Management in growth industries imaginative and enterprising.
Large regional market with access to much larger national market.

Heading the “industrial opportunities” listed by the
Arthur D. Little Survey as holding promise for New
England was metal fabrication, since the total demand
“substantially exceeds the productive capacity of the
existing non-integrated producers of steel.” Reopening
discussion of the large, integrated steel mill, the Little
consultants felt to be undesirable, but with regard to a
smaller, non-integrated steel mill, their preliminary
examination indicated that this might be “well suited to
New England’s needs.” Specifically:

Such a mill would be designed to satisfy perhaps one half the region’s
annual demand of 122,000 tons of alloy steel bars and shapes and
one fourth of the annual demand of 375,000 tons of carbon steel bars.
Thus, this smaller specialty mill of about 140,000 tons annual capacity
would be geared to the needs of the principal metal-working industries
of New England, one of the fastest growing segments of the economy.
In the regional market such a mill would enjoy a freight advantage
over competitors. Since New England is a surplus area for scrap, an
electric furnace melting a scrap charge would be both economically
and technically practical. Integration of such a furnace with a con-
tinuous casting mill would further improve the economics of operation.
A steel mill is a strategic point of regional development; it is probable
that many steel-using industries would expand if the principal grades
of specialty steel were available from a New England mill.

The same reason was given by the Little Survey for the
fact that, although a certificate of necessity for a $228
million, integrated plant had been granted, none of the
large established companies could be induced to join with
New England interests in such a venture; that is, because
it would come into direct competition with their own
newly expanding East Coast facilities. The report also
pointed out that while this new steel-making capacity
was under construction, freight costs to New England
placed the region’s metal-working industries at a dis-
advantage of from $9.45 to $12.20 per ton of raw material,
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and that these transportation rates were more than
59 per cent higher than in 1945.

With regard to the importance of the basic metals indus-
try to New England, the Little Survey provided the
following current estimates (for August, 1952);

1. Employment for 69,000 as compared to 44,000 in 1939, —an
increase of 57 per cent, the failure of the region to equal the national
expansion of 70 per cent during the same period being due largely to
the lack of a steel mill.

2. Percentage of employment (4.3 per cent using the 1947 U. S.
Census of Manufacturers) gives the basic metals industry a rank of
9th in New England. It also ranks 9th in value added in manufac-
turing (4.5 per cent of total value added for region); and ranks 3d
according to income payments to individuals (9.2 per cent of total
income payments).

3. Rolling, drawing and alloying mills most important to New
England among the metal industries, accounting for one third of the
total employment; with wire drawing and iron and steel foundries
following, each accounting for one sixth of the employment; and with
the category of blast furnaces and rolling mills very lightly represented.

4. Manufacturing of basic metals within New England almost
entirely confined to three States, with approximately one half of the
total employment in Connecticut, about one third in Massachusetts,
and most of the remainder in Rhode Island.

On the basis of new analyses of the market demand,
the Little consultants were of the opinion that a steel
mill designed to serve part of the New England demand
for special steels (that is, high carbon, tool and alloy
steels) might be economically feasible and profitable.
In computing the New England consumption, they
also used the 1947 Census of Manufacturers, since it
represented a good average post-war year, accounting
for 73 per cent of the national total of steel consumed
and 62 per cent of the alloy.

The New England demand for alloy bars and bar
shapes was estimated at 122,000 tons per year, of which
69.000 tons came from Connecticut and the remaining
53.000 tons almost entirely from Massachusetts the
market here being concentrated largely in the eastern
part of the State. On the basis of freight advantage, or
even equality, it seemed reasonable to the Little staff
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that a mill located in eastern Massachusetts would get
at least half, or 50 to 60 thousand tons a year of this
market. There would be additional incentive in the
fact that the alloy bar and bar shape consumption carries
a favorably high operating profit margin.

Although it would be possible to operate a small
electric furnace profitably with one shift a day supplying
the demand for alloy steel, the Little people thought that
the production of carbon bars and bar shapes was worth
consideration, since they estimated that there was a
“substantial market” of 240,000 tons per year (out of a
total New England consumption of 375,000 tons) within
50 miles of Boston. A Massachusetts mill getting 25 per
cent, or 90,000 tons, of this carbon steel market, according
to them, could have a 400-ton a day capacity, and thus
be kept operating continuously turning out both alloy
and carbon bars. Under such circumstances there would
be no necessity for competing in the stainless steel market,
the entire demand for which, Little reported, was being
supplied by plants in East Central New York State.

The Survey furnished three exhibits showing the break-
down of New England steel consumption in 1947, by
areas, industries and value of shipment. When used
together, it affirmed, they should form an approximate
basis for “determining types of alloy steel in reasonable
demand and permit identification of the industries con-
suming them.” However, it was noted that since the
metal-fabricating concerns in New England have been
expanding in the past six years, the demand is undoubtedly
greater today. These exhibits show that the largest single
consumer of alloy bars in New England in 1947 was the
ball and roller bearing industry in Connecticut, with a
demand of 24,447 tons per year, and that the largest
consumer in Massachusetts was the cutting tools in-
dustry, requiring 4,626 tons per year. (See attached
Little Report Exhibits 1-2, 1-3 and 1-4, Appendix B.)

With regard to future market prospects, the Little
surveyors were quite definite in prophesying that the
construction of a steel mill in New England would create
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a larger market, causing established industries to expand
and new metal-fabricating industries to spring up. They
noted that this had been the invariable experience in
other areas with new steel-making facilities, and used
as an example the expansion in Utah after the Geneva
plant began operations.

In two more exhibits listing the 1951 primary steel
producers in New England and adjacent areas, their
rated capacity and annual production, the Survey demon-
strated how little local competition a New England mill
would face. From these exhibits it is apparent that
about 85 per cent of Connecticut’s market for alloy
bars is in the Hartford-New Britain-Bristol area, but
the American Steel and Wire plant at Worcester is the
only present producer, and for it only certain types of
low alloy bars are possible. The competition would
come probably from Bethlehem’s eight existing electric
furnaces in Pennsylvania, but since a Massachusetts
mill would enjoy a freight advantage in the large Connec-
ticut market, the Little experts thought it “reasonable
to assume” that the mill would capture a good portion
of that alloy bar market. They also noted that the current
small tonnage of carbon bars goes into the finished wire
products made by the Worcester plant of American
Steel and Wire.

Coming to the important subject of production costs,
the Little Report stressed the fact that improved design
and operation of the electric-arc furnace has made it the
logical choice for New England rather than the open-
hearth type of mill. The advantages listed in meeting
the electric furnace’s smaller tonnage requirements
were:

1. It is especially well suited to production of high carbon and of
alloy steels.

2. It has a competitive advantage when located some distance from
fully integrated open-hearth plants, particularly when used in com-
bination with a fast continuous mill for direct rolling of small billet-
type ingots.

3. It is more versatile, in that a wide range of steel types can be
made.
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4. The initial cost is only about half that required for the equivalent
open-hearth capacity.

The Little people estimated that the total manufac-
turing cost for electric-furnace carbon steel, with electric
power at 9 mills per kilowatt-hour, would be approxi-
mately $7l per ton of finished product, adding that if the
electric power could be obtained for 7 mills per kilowatt-
hour instead of 9 mills, the cost of producing the carbon
steel would be reduced by about $l.lO per ton in the case
of an all-scrap charge.

So far as scrap was concerned, the Little opinion was
that since New England exports annually between
700,000 and 1,000,000 tons, the price (using the Boston
quotation of $32.25 per ton) would not rise materially,
even though a small plant using an all-scrap charge for
the manufacture of specialty steels were established.

The initial cost of such a mill, with a capacity of 400
tons a day, Little estimated to be $l4 million. Of this
total, $ll million would be invested in machinery and
equipment (with $5 million being represented by the
merchant rolling mill), and the remainder in land and site
development.

The suggestion was made that the electric furnace be
built on a tide-water location, in anticipation of the
influence on future processing techniques of the further
development of the Liberian, Labrador and South
American ore bodies. There might be advantage at
some future time, Little felt, for the electric furnace to be
able to change from an all-scrap base to a mixture in-
cluding a proportion of high-grade iron ore.

Other suggestions set forth in the Survey were: that
the differential of $3O per ton between the proposed New
England mill manufacturing cost and the current Boston
warehouse price of $l2l per ton made the inclusion of
warehousing facilities worthy of consideration as a prof-
itable extension of activities; and also, that the inte-
gration of the steel plant with a manufacturing industry
might be considered as “a means of up-grading the
product and increasing the profit margin,” for the reason
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that the further one proceeds in the steel fabricating
business the better becomes the margin of profit.

Regarding these future possibilities, the Arthur D.
Little Survey concluded:

The dynamic performance of the metal industry in New England, in
contrast with the declining importance of the non-durable goods
industries, establishes a pattern which is likely to continue in the
future.

Electric Furnace vs. Open-Hearth.

During the past decade and a half the electric furnace
has become of increasing importance in the growth of the
steel industry and in speeding up its decentralization.
In a special article for the Journal of Commerce on
August 10, 1953, entitled “Wider Use of Electric
Furnace,” Sidney Fish described the shift that has oc-
curred in sections of the country where scrap is plentiful
and electric power is cheap. The net result in capacity
increase is shown by his following tabulation:

Electric furnace capacity at the end of 1952 stood at 10.2 million
tons, an increase of 2 million tons, or 25 per cent in one year. Since
1938 electric furnace capacity has increased from fewer than 1.5
million tons, a sevenfold rise. In the same period open-hearth capacity
has risen from 71.5 million tons to 102.7 million tons, a gain of less
than 50 per cent.

Further information was supplied by Mr. Fish re-
garding the 60 companies now operating electric furnaces.
Nearly three quarters of them, he said, already had open-
hearth plants, but since 1938, 20 new producers operating
electric furnaces solely have gone into business. These
plants are located at widely scattered points from the
Pacific Coast to the Gulf and along the Atlantic sea-
board, wherever scrap and power are cheap, with capaci-
ties ranging from 33,000 to 198,000 tons. Bethlehem
Steel is one of the larger companies that has had a chain
of electric furnaces on the Pacific Coast for years because
the scrap there is unusually plentiful.

Two important improvements in modern electric
furnaces were noted by Mr. Fish. When first introduced
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about fifty years ago, they were regarded as suitable
only for high-cost, high-quality steels of special com-
position. Today common carbon steel is included in the
wide range of steels they can produce efficiently. In
recent years of steel shortages they have been important,
also, in the production of ingots for conversion, which
command premium prices. However, with steel demand
and supply approaching a balance, Mr. Fish went on to
say that “In many cases . . . high freight charges will
provide the widely scattered electric furnaces with all
the protection they need to stay in business.”

As to just how competitive the independent electric
furnace can be with the larger, open-hearth furnace, Mr.
Fish quoted from U. S. Steel’s book on “The Making,
Shaping and Treating of Steel”:

The electric furnace, if operated in a favorable scrap-producing
area, with favorable power rates, in many cases can produce ordinary
carbon steels at costs comparable to, and sometimes less than, open-
hearth costs.

Further corroborating evidence of the competition
being furnished by the electric furnace was given by Dr.
Allen G. Grey, technical editor of “Steel”, in an article
entitled “Electric Furnace Tapping Open-Hearth
Market” in the current August 24th issue of that maga-
zine. The following information regarding the 1953
electric output is taken from this article.

In reaching an all-time high during the first six months
of 1953, the electric furnace made over 4.2 million net
tons of steel ingots. This was 34.5 per cent more than
last year, compared with an increase of 29 per cent in the
total steel production. On this basis, for the entire year
“electrics” should almost double the peak of ten years
ago in the war year of 1943.

Significantly, 52 per cent of the electric output during
the first half of 1953 (based on figures for five of the six
months) was carbon steel. This represented a shift,
which started in 1946, from alloy steel production, and
was due to the fact that when the war ended producers
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with expanded electric furnaces started to experiment
with low carbon steel.

During 1952 five new companies were added to the
list of steel makers operating electric furnaces, bringing
the total, according to Dr. Grey, to 42 out of 86 ingot
producers. (Prior to World War 11, he said, the propor-
tion was 21 out of 74.) Although electric-furnace methods
are especially popular among smaller steel companies,
several producers have capacities running well up in the
hundreds of thousands of tons annually. This increased
size, Dr. Grey stated, was one of the striking develop-
ments in electric-furnace construction.

Another recorded feature in which progress is being
made was in the production of steel from 100 per cent
hot-metal charges. This becomes of importance on
account of the diminishing power requirement, since it
takes from 500 to 750 kilowatt-hours to produce 2,000
pounds of steel with a cold charge in an arc furnace.
Dr. Grejr noted that “one heat taking 35 per cent hot
metal had a power consumption of 500 kilowatt-hours
per ton;” and verifying this information, the research
department of Arthur D. Little, Inc., thought that with
a 50 per cent hot-metal charge, the power consumption
might be as low as 350 kilowatt-hours per ton.

The capital cost of an electric furnace was estimated
by Dr. Grey to be about 60 per cent of the cost of a com-
parable-sized open hearth, but he pointed out that the
electric furnace showed a greater annual return on in-
vestment, and that less than full capacity operations
favored the electric furnace because its fixed costs were
lower. The higher yield of the electric furnace, amounting
to between 2 and 3 per cent, was also of importance in
lowering its costs as compared with the open hearth.

The arc furnace was described as having another ad-
vantage, in that it is “a more flexible piece of steel-making
equipment.” Unlike the open-hearth shop, which for
maximum economy must be in continuous operation, an
electric plant can be run in one shift daily, which at any
lower rate of operation than full capacity becomes an
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important attribute. The final advantage, which Dr.
Grey commented upon as meaning “more dollars in the
bank,” was the availability of the arc furnace, since it
needs to be withdrawn for repairs only about 15 days in a
12-month period as compared with 30 days for the open-
hearth furnace.

Since abundant scrap is so necessary for the production
of steel in an electric furnace, the following data have
been compiled from the 1948 Census of Business published
by the U. S. Department of Commerce, and from Census
Facts for Industry, 1952 and 1951, also published by the
U. S. Department of Commerce.

The 3,054 iron and steel scrap dealers in the United
States in 1948 had sales totaling $1.7 billion, an increase
of 409 per cent above 1939. For Massachusetts the
significant aspect about the growth was that while the
number of establishments in New England was doubling
(from 103 to 201), it was tripling in this State (from 39
to 104). This number was more than twice as many
dealers as Connecticut showed at the end of the same
period, the number increasing in that State from 31 to 47.
In other words, most of the growth in supply of this vital
material for steel electrically produced occurred in
Massachusetts.

The ratio is further born out by a comparison of the
consumption of iron and steel scrap in the New England
States in 1952. Out of a total consumption of 940,579
tons, Massachusetts’ share was almost half, amounting
to 467,043 tons, with Connecticut in second place utilizing
some 150,000 tons less. For electric furnaces the ratio
was even more pronounced, since out of a total of 54,906
tons Massachusetts consumed 32,572 tons of iron and
steel scrap, with Connecticut and New Hampshire to-
gether accounting for the balance of 22,334 tons.

Massachusetts as a Surplus-Scrap Area.
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The Steel Expansion Program as Part of the De-
fense Effort.

At the end of 1952 the steel companies of the United
States had added 13,000,000 tons to their capacity since
the Korean invasion. The current year has brought the
industry 9,000,000 tons nearer the expansion goal of
123,000,000 tons’ capacity by January 1, 1954. The
highest monthly production point was March, 1953,
when for the first time an output of 10,000,000 tons was
attained (just 27 years after the first 5,000,000 ton-month
in 1927).

This increase in capacity has been due in large measure
to the aid provided by Congress in section 124 A of the
Internal Revenue Code of 1950, whereby tax amortization
of 5 years instead of 20 years could be obtained for the
construction or reconstruction of industrial facilities
“in the interest of national defense.”

Although the certificates of necessity granted in the
past three years by the Defense Production Authority
(now Office of Defense Mobilization) have allowed this
accelerated amortization on only about 60 per cent of the
new steel facilities, nevertheless without this inducement
very little of the required expansion could have been
accomplished by private capital, according to the testi-
mony of the steel heads themselves. Mr. C. L. Austin,
president of Jones & Laughlin Steel Corporation, speaking
for the steel companies in the Wage Case before the
House Banking and Currency Committee in Washington
on May 19, 1952, explained why “return on investment”
in the steel industry had little meaning under today’s
conditions:

Profits are expressed in current low-value dollars and are compared
with investments which were largely made over a long period of time
and which represent dollars of a much higher value. . . . Steel, by
reason of its large capital investment in producing plant and equip-
ment, is at more of a disadvantage from the devaluation of the dollar
than are most of the industries with which it is compared.
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Under the impetus of the defense effort, the expendi-
tures for steel plant additions, improvements and acquisi-
tions amounted to nearly $1.3 billion in 1952 and to $4.8
billion since the end of World War 11, more than equal
to the total investment in the steel industry in 1945.
These figures were obtained from the American Iron and
Steel Institute, which is also authority for the information
that despite some mergers there are 11 more companies
making steel today than there were in 1939, bringing the
total up to 84. In an article in its publication, “Steel
Facts,” for April, 1953, two significant trends were noted
about the increase of 44 per cent in national steel capacity
during this period:

1. Steel is being made in new areas, in 27 States as compared
with 24 States in 1939.

2. While the 11 largest companies (making more than 1,000,000
tons annually) increased their capacity about 40 per cent during the
14-year period, 23 smaller companies (producing less than 100,000

tons annually in 1939) increased their capacity as a group by about
51 per cent.

The significance of this growth for New England lies
in the fact that while the eastern district as a whole
(which includes Newr York, New Jersey and Maryland,
where two large integrated steel plants have recently
been constructed) gained 47.8 per cent in steel capacity
during the 14-year period, Massachusetts without the

impetus of an integrated mill, showed an increase of
29.2 per cent in comparison with Connecticut’s gain of
16.1 per cent. From this unaided expansion alone, it is
fair to assume that New England, which in World War II
handled about 9 per cent of all government contracts,
would contribute in even greater measure to the con-
tinuing defense effort if a steel mill were to be constructed
in Massachusetts. That it should be of the non-integrated
type is induced from this State’s leading position as a
source of scrap, and the added fact that within a radius
of fifty miles of Boston there is a large and growing market
for carbon as well as alloy steel.
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For the information upon which the above report is
based we are indebted to many sources. Among persons
who have been especially helpful we should mention
Dr. Alfred C. Neal, vice president of the Federal Reserve
Bank of Boston, Mr. Sidney A. Edwards, managing
director of the Connecticut Development Commission,
and Mr. William D. Mann, business specialist in the
Boston office of the United States Department of Com-
merce. These and many others have given freely of their
time and resources in making the compilation possible.
We are deeply grateful.
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The survey prepared for the New England Council
by the Econometrics Institute in 1948 suggested that
non-integrated steel production might advantageously
be expanded in the region. This concept was further
developed in the Arthur D. Little “Survey of Industrial
Opportunities in New England.”

In July of this year it was brought to the attention of
this Department that Ebasco Services, Inc., an engineering
consulting firm, was interested in the possibility of estab-
lishing a small steel mill somewhere in New England.
This would be a so-called merchant rolling mill based
on the use of the electric furnace, and employing some five
hundred workers. It would be adapted to production on
a relatively short-run basis of those items for which there
was demand in the New England area. While dependent
in the first instance upon the scrap surplus existing in
New England for its raw material supply, the mill would
be so situated as to be able in the future to avail itself
of iron ore from Labrador or Venezuela if successful
operation warranted expansion at some later time.

To assist Ebasco in its consideration of the region, the
Department, in co-operation with the Federal Reserve
Bank, made a preliminary study as to the present status
of electrical rates, financing, taxes and raw material
supply.

In mid-September Ebasco purchased the stock of the
New England Steel Development Corporation from the
New England Council. A condition of the sale was that

Appendix A.

PRESENT STATUS OF NON-INTEGRATED STEEL
MILL PROJECT.
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title would revert to the Council if progress toward
establishment of the mill were not made within a year.
The newspaper account of the purchase of this stock
brought the revival of interest in a steel mill to public
attention.

The Steel Development Corporation had previously
been issued a certificate of necessity in connection with
the large mill project. However, it was necessary for the
corporation to obtain from the Office of Defense Mobili-
zation a new certificate to allow accelerated write-off
of the new plant. After considerable negotiation the
certificate was issued as of October 30. With this step
taken, the problems which must now be overcome to
make the mill an actuality involve selection of a site
and obtaining of the necessary financing.

Ebasco is operating in behalf of one or more clients
whose identity they have not been at liberty to divulge,
but who are experienced and reputable firms well qualified
to operate such a mill as is contemplated. Of the twenty-
five to thirty million dollars estimated as the cost of the
mill, the principals are ably to supply the necessary
equity capital from their own sources. They must,
however, raise a considerable sum of “senior money,”
and they are engaged with Ebasco in working out a
carefully detailed presentation to bring to the financial
community.

It is the matter of sites with which the Massachusetts
Department of Commerce is primarily concerned, both
because of its interest in bringing the mill to this State,
and because it is by facilitating site selection that it can
be of greatest assistance in the furthering of the project.
Since the steel mill has received wide publicity, towns and
cities within the Commonwealth which are interested in
attracting this enterprise are well aware of the possi-
bilities. This Department has been in touch with all
communities that have expressed interest, and has urged
them to submit amply detailed data on their qualifications
for location of the mill in their area. The Department
has advised them on what data should be available and
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is assisting in arranging presentation of the data in a
forceful and attractive form. These presentations are
being gathered together and will be submitted to Ebasco
and the principals when they begin their detailed study
of possible sites. In this way each interested community
is enabled to put its best foot forward and is assured
that it will not be overlooked. Although it is obvious
that the mill can only be located in one community, the
preparation of data by each of the towns and cities is
well worth while for use in the attraction of other indus-
tries that may be considering relocation or expansion.

Final decision will be made as the result of exhaustive
analysis of the relative advantages of each location on
the basis of such economic factors as markets, transpor-
tation, labor supply, water supply, taxes, availability and
cost of suitable sites and the like. Whether or not the
eventual decision places the mill in Massachusetts, a
source of steel products located in New England will be
a source of new strength to Massachusetts metal working
and other industries.

Diagram of Local Market for a New England
Steel Mill, prepared by the Federal Reserve

Bank of Boston, is inserted herewith.
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Tons of Scrap Iron and Steel originated and terminated in
New England.

Carload Traffic, 1940-1949.
[Source: Interstate Commerce Commission, Bureau of TransportEconomics and Statistics.]

Y“r- Originated. TtaSSted.
1940 525,374 238,989 286,385
1941 689,122 220,421 468,701

1942 1,093,393 257,226 836,167

1943 1,060,606 232,618 827,988
1944 915,740 174,870 740,870

1945 896,153 180,796 715,357

1946 698,580 187,891 510,689
1947 1,043,550 253,830 789,720

1948 1,059,077 289,749 769,328

Ist quarter 199,566 63,432 136,134
2d quarter 296,787 80,595 216,192

3d quarter 256,572 73,315 183,257

4th quarter 306,152 72,407 233,745
1949
Ist quarter 262,348 88,286 174,062

2d quarter 123,980 49,870 74,110

Federal Reserve Bank of Boston.

EXHIBIT F.
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EXHIBIT I—2.

Steel Consumption by Metal Fabricating Establishments in
New England, by areas, 1947 (tons).

Source: American Iron and Steel Institute tabluation from Census of Manufactures, 1947.]

Ansa.
Carbonßars AUoyßars „y StressBar Shapes. Bar Shapes. Shapes. Steel.

United States .... 5,728,864 1,672,042 815,130 197,902

New England ....
273,175 75,786 61,354 12,316

Maine 12,065 -i - 1 - 1
New Hampshire .... 4,760 - 1 - 1 331
Vermont .....

5,599 3,495 - 1 - 1

Massachusetts .... 141,755 24,647 36,807 7,038
Boston-Lowell-Lawrence 48,778 4,833 3,142 3,190
Essex County

....
12,245 2,953 1,936 511

Middlesex County 21,201 1,132 - l 1,895
Norfolk County 4,833 330 - - 1
Suffolk County . 10,499 418 - 1 - 1
Fall River-New Bedford 3,091 2,449 366 122
Springfield-Holyoke - 1 - 1 - 1 1,570
Hampden County ...

- 1 - 1 - 1 - 1
Hampshire County ... - 1 - 1 - - 1
Worcester Area 45,152 6,627 1,939 1,026
Berkshire County 3,769 -

1 - 1 824
Plymouth County ...

- 1 - - - 1

Rhode Island ....
22,939 2,438 196 488

Providence Area 22,939 - 1 196 488
Bristol County ...

Kent County ....

- 1
Providence County ... - 1 - l 196 488

Connecticut ....
86,057 42,651 23,913 4,306

Bridgeport-Stamford-Norwalk 8,915 3,858 7,753 1,090
Hartford-Bristol-New Britain 62,331 36,391 13,435 1,752
New Haven-Waterbury . . - 1 2,076 - 1 1,267
Litchfield County 1,197 - 1 - 1 - 1
Middlesex County ...

- 1 - - - 1
New London County . 1,804 - 1 - - 1

New York City Area . 55,163 7,411 3,913 3,040
Northeastern New Jersey . 107,176 27,148 14,374 5,943
Albany-Schenectady-Troy 28,862 - 1 2,018 2,284

1 Withheld to avoid disclosing data for individual companies.
Note. —• Only users of more than 50 tons of carbon steel, 25 tons of alloy steel, or 10 tons

of stainless steel were reported.

Arthur D. Little, Inc.
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Steel Consumption of Metal Fabricating Establishments in
New England, by Industries, 1947 (tons).

[Source: American Iron and Steel Institute tabulation from Census of Manufactures, 1947.

GarbonEars Alloy Bars other Alloy stainless
Bar Shapes. Bar Shapes. Shapes. Steel.

Machine tools .... 1,097 - l -

Cutting tools, jigs, etc. . 1,710 4,626 - 1
Textile machinery . 34,681 - 1 - 1 944

i Withheld to avoid disclosing data for individual companies.
Arthur D. Little, Inc.

EXHIBIT I—3

Special industrial machinery,
n.e.c.

.....

2,615 785
Industrial trucks and tractors 1,618 -

- -1

General industrial machinery,
n.e.c.

.....
1,205 -

-1 432
Valves and fittings, except

plumbers ....

- 1 - 25,026 ~ 1

Transformers ....

- 1
Motorcycles and bicycles . 2,472 -

1 - l ~

Forgings ..... 30,691 4,278 355

Rhode Island ....
22,939 2,438 196 361

Structural and ornamental
products . . . . 1,618 -

1 - "

Bolts, nuts, washers and rivets 8,638 -
1 - 1 000

Connecticut ....
86,057 42,651 23,913 4,306

Handtools, n.e.c. ...

-
-1

Hardware, n.e.c. ...

- l
0710 1,037^

Bolts, nuts, washers and rivets 3,811 2,712
Screw machine products . 4,695 556
Machine tools

....
2,965

19711,115
6,128

Cutting tools, jigs, etc. . 3,016 *'26B
Ball and roller bearings . 27,762
Forgings 10.370 1,586 105
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Values of Shipments of Fabricated Metal Products, 1947.

United New Massa- Rhode Connec-
States. England. chusetts. Island. ticut.Product.

Cutlery, shears, scissors, etc. 81.1 24.9 8.3
Edge tools .... 63.7 26.4 12.3
Mechanics and service tools 130.5 23.4 10.6
Hand tools .... 116.9 14.9 2.9

-i 3.4Hand saws and blades . 62.1 23.3 19.2
Transportation equipment
hardware 195.7 17.7

Furniture and cabinet hard-
ware ..... 39.1 11.6

Other hardware . 303.1 87.1 8.9
Plumbing fittings and trim 153.4 17.1 1.0153.4 17.1 1.0
Oil burners .... 131.7 25.0 11.2
Steam and water heating

equipment 134.8 7.2
Domestic stoves . 267.1 14.5 13.1
Water heaters 112.1 4.2 0.7
Commercial cooking equip-

ment . . . . 32.7 2.9
Other heating and cooking

equipment . . 217.6 6.5 2.8
Structural steel fabricated

5.3417.4 9.8for sale
6 0.4Ornamental metalwork 76.2 3.4

Metal tanks , 261.9 9.6 8.0
Other sheet metal products 417.0 18.1 11.8
Automotive job stampings 403.8 8.0 3.8
Other job stampings . . 359.8 51.6 - l

15.1
35.2

Perforated metal stampings 93.0 7.6 2.0
Incandescent lighting equip-

ment .... 137.4 5.1 2.0
Fluorescent lighting equip-

ment . 123.0 26.9 19.6
Standard bolts, nuts and

washers
....

446.7 72.7 26.7
Special bolts, nuts and

washers
....

i36.8 5.1
Screw machine products 225.1 35.5 10.5
Wire products . . 809.1 77.8 30.7

1 Withheld to avoid disclosing data for individual companies.

Arthur D. Little, Inc.

(Millions of dollars.)

[Source: Census of Manufactures, 1947. 1








