FYES ONLY
/\ August 13, 1971

MEMORANDUM FOR: JOHN EH?LI
FROM: LEW ENG %
SUBJECT: Proposed Mational Steel --

Granite City Steel Merger

Attached are the following documents in connection with the
National Steel-Granite City Steel matter:

(a) * Nordahl memorandum further expanding on
weaknesses in McLaren analysis;

(b) * Loken memorandum to Flanigan of August 6
outlining weaknesses in Antitrust Division position.
In my opinion this is a good memorandum and the major
points have not been answered by McLaren;

(c) McLaren memorandum to Attorney General;

(d) Copy of McLaren memorandum to Attorney Gen-
eral with margin notes by Nordahl. (This may be help-
ful, although points are made in cther enclosed memo-
randa) ;

(e) McCracken memorandum to Flanigan detailing
reasons CEA favors merger;

(f) Letson memorandum to Flanigan on why Commerce
favors merger;

(g) Paper differentiating this situation from
Bethlehem Steel case;

(h) Memorandum in support of merger by counsel
for company’

(i) Economic analysis of proposed merger by
Harvard Professor Markham;
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Memorandum for
John Ehrlichman
Page 2

Auqust 13, 1971

(J) Stinson letter to Attorney General.

* -~ Good summaries

Items (g), (h), (i) and (j) have been prepared

for the companies and have been submitted earlier to Jus-
tice.

We stand ready to give you such further backup
material as you may need.
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THE WHITE HOUSE

WASHINGTON

August 13, 1971

MEMORANDUM FOR: JOHN EHRLICHMAN

VIA:

FROM:

SUBJECT:

LEW ENGMAN

DICK NORDAHL

NATIONAL STEEL - GRANITE CITY
STEEL MERGER

The Antitrust Division's opposition to this proposed merger results from
a rigid application of its merger guidelines without proper consideration
of the total context within which the merger takes place. The major
elements left out of the Division's analysis are as follows:

Il

The impact of increasing steel imports is not given
appropriate weight. In 1970, 13.4 percent of U. S.

steel sales were foreign imports. Nowhere in the
supplemental memo for the Attorney General is this

fact mentioned. The supplemental memo simply

states that the market shares of National and Granite

City would decline very little if imports were taken

into consideration without taking into account any

trends or the total import picture. The insignificant
decline in market shares referred to amounts to between
15 and 20 percent in each of the product lines involved,
with the biggest percentage decline coming in the markets
in which the combined National-Granite City share is the
largest. The Department does not indicate that the

total domestic consumption for steel has been declining

or at least not growing over a period of years. Therefore,
the increasing percentage of imports has not been matched
by a growing market for domestic firms. The inclusion
of foreign imports would mean that the merger guidelines
would be exceeded barely, if at all, in only one of the chosen
sub-markets and this one amounts to only a fraction of a
percentage of the total U. S. market.
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There is no trend toward concentration in the U. S. steel
industry and there may well be a trend toward deconcentration.
Inclusion of the foreign imports would show a deconcentration.
National's share has declined from 7. 3% in 1965 to the 6. 9%
in 1970 without including foreign competition. Granite City
has remained constant over a period of years.

There is no real consideration of the financial condition of
Granite City. The attached memorandum by the Department
of Comimerce clearly indicates that Granite City is not in
good financial condition and may well go under in the near
future.

No real consideration is given to the present over-capacity
situation in the U. S. steel industry.

The Bethlehem case is made to sound like it is right in point.
Bethlehem and Youngstown would have had a combined 2]
percent share of the U. S. steel market in a period when
foreign imports were not a major consideration. The present
merger would involve a total market share of 8.3 percent
without figuring in foreign imports which would make that
figure lower.

The Council of Economic Advisors, the Commerce Department
and Peter Flanigan's office all support the merger.
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THE WHITE HOUSE

WASHINGTON

August 6, 1971

MEMORANDUM FOR: PETER M. FLANIGAN
FROM: JIM LOKEN
S ECT: PROPOSED NATIONAL-GRANITE CITY

STEEL MERGER

Attached are m‘emoranda from CEA and the C\ommerce
\
Department recommmending no action to block this merger under the
antitrust laws,

Both agencies suggest that this merger poses little or no
threat to competition in the steel industry because:

(1) there are no substantial barriers to competition in
the National-Granite City markets,

(i) import competition is strong and increasing
steadily,

(ii1) the U. S. industry is less concentrated than its principal
foreign counterparts and the trend has been away from concentration, and

(iv) the 1968 merger guidelines arcec modestly exceeded in
only a limited number of submarkets. :

In addition, both agencies note the nced for rationalization of
our anemic steel industry and conclude that merger of the complimentary
excess capacities of these two firms makes good economic sense from a
long term point of view.

In addition to agreeing with the CEA and Commerce conclusions,

I have the following comments concerning the Antitrust Division staff papers,
which to me greatly overstate the case for challenging this merger:
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1. The staff papers assume that the steel industry should be
viewed as highly concentrated in considering this merger. In fact, the
four largest companies have a market share of raw steel output of 54%,
placing the industry in the less concentrated category under the 1968
guidelines (App'x 1). More important for antitrust purposes, the con-
centration trend has been steadily declining (App'x 2) in the face of greater
concentration in the major steel industries abroad.

2. In asserting that the merger would violate the 1968 guidelines
in '*substantially all't of 65 product/geographic markets, Dick McLaren
relies on some highly questionable staff analysis:

a. In computing market shares, the staff ignores imports
(13. 4% of the U.S. market in 1970), not because imports are economically
irrelevant but because "this is prima facie valid.'* In other words, ‘even
though anyone concerned with U, S. tradec policy would concede that steel
. imports are highly competitive and highly significant in any economic
appraisal of the industry, we must disregard imports until the companies
prove their relevance in court.

b. The market share statistics are based on shipment
tonnage, not dollar sales. ,Dollar sales seemra more relevant measure of-—
economic power and : duce market shares because the companies
concentrate on lower value carbon steel products. (See App'x 3)

c. Multiple geographic submarkets are included by staff
with no economic analysis of whether competitive factors in the industry
justify creating such market distinctions. Under this approach, it is hard
to see how the merger of any two national companies could withstand
literal application of the guidelines.=' Here, the most serious ''violations'
occur in the smallest markets (e. g., Granite City's home State of Missouri). ,
Limiting the market share analysis to the 50 and 25 State markets which
the companies agree are valid (App'x 4), the merger barely violates the
guidelines, if at all, '

L The Supreme Court majority opinion in the Pabst case did
invite this mindless approach to the question of relevant geographic market.
4 But that opinion is a departure from prior cases, may not reflect the thinking
of the Bur'ger Court, and is surely too unsophisticated for antitrust enforce-
ment purposes,
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d. The staff cavalierly dismisses the companies' economic
analysis of those submarkets where the guidelines appear to be exceeded.
For example, thc companies' explanation that they sell materially different
products in the galvanized sheets market is completely ignored. And the
argument that they sell to completely different industries draws the
cconomically unsupported rejoinder that potential competition is just as
significant as actual.

3. The staff indication that the Granite City Local of the
United Steelworkers opposes the merger should be contrasted with I. W.
Abel's strong support for the merger. (See App'x 5). Hugh Scott's
support should also be noted (App'x 6).
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5. Market Highly Concentrated. In @ mprket In which the

shares of the four largece {ivms amount to &approximztely 75% or

twore, the Department will ordinarily challenge mergers between

{irws accounting for, appreximately, the following percentages

of the market:

Acquirine Firm Acguired Firm
&7, L% or more
10% 2% o nore
157 ov wmore ) Yooy more

" (Pervecentages not shown in the above table ehould be interpolatad

proportionately to the pevcentupes that cre shown.)

6. VMarket Less Hichly Conceatrated., - In a market in which

the chares of tha four largest firme zmount to less than epproxi-

1
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between firms accounting for, approximstely, the. folleowving percent-
ages of the market:
feauirine Firn Lcquired Firm

S . 5% or nora

107 - 49 or wmore
15% 3% or wore
207, 2% or wmore
257 or uore 1% or wore

(Percentages not shouvn in the sbove teble should be interpolated
proportionately to the'percentegec that are shown.)

7. Market Vith Trend Toward Coacentration. The Dapartrent

applies an additional, stricter standard in determining whether

to challenge m2rgers occurring in any market, not wholly
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J.S. Steel
lethlehem

iepublic

Jational

ones & Laughlin
irmco
.ykes-Youngstown
nland

Sranite Clity Steel
1st 8 Companies

Total Industry

U.S. Steel
Bethlehem
Republic

National

Jones & Laughlin
Armco
Lykes-Youngstown
Inland

lst 2 Companies
1st 4 Companies
1st 8 Companies

Granite City Steel

18,698
11,419
5,384
4,342
4,061
3,994
2,934
BRI

960

54,544

71,149

42.

56.

76.

o b oo O
s e

TABLE S _ Appendix 2

STEEL INDUSTRY SHIPMENTS
(000) N.T.

1960- 1370 Inclusive

1961 1962 1963 1964 1965 1966 1967 1968
16,791 17,805 18,904 21,200 22,500 21,600 19,800 22,500
10,045 10,391 10,987 12,762 14,319 13,849 13,056 14,394
4,905 5,424 5,899 (5 72l Al 7 plegel 6,877 6,406 2,077
3,967 4,650 5,268 S1 19617 6,719 6,344 61,1012:3 6,453
SNV 4,131 4,460 5,100 SH13104 5,341 4,689 5 sl
ShBR8I0 SMOION 4,163 4,774 OV236 Sh230 4,915 5,506
2,816 & pdl 71 3,414 4,012 4,260 4,115 3858 4,006
3,658 3,748 4,086 4,317 4,540 4,727 4,499 4,764
973 970 998 L8 1,180 1,093 9513 993
49,809 SI31 1311 S el 64,843 70,021 68,083 63,241 70,136
66,126 70,552 7051, 91919 84,945 92,666 819,995 83,897 91,856
Percent of Total
1961 1962 1963 1964 1965 1966 1967 1968
25.4% 25.2% 25.0% 25.0% 24.3% 24.0% 28255/% 24.5%
15.2 14.7 14.5 S50 NSEES 15.4 15.6 NS 7
7.4 lia 738 739 787 /46 7.6 7.7
6.0 6.6 7.0 70 7518 7.0 7o 7 o0
S ot S0l Do) 6.0 Sk 5.9 SIS S
5.8 8o SlelS 5.6 Sod 9118 553 6.0
4.3 4.5 4.5 4.7 4.6 4.6 4.6 4.4
S0 0) 8ol Slet4 SLael 4.9 Shed Si4 S %
40.6 SIS SI9rYS 40.0 319K18 39.4 S o) 40.2
54.0 54.2 S e 54.9 54.8 54.0 54.0 54.9
73953 75%:16 NS0 76.3 7:5%.16 79506 /ASr4 76 .4
238 Rf;?rgduced at thT I.R'ghard Nixon lPteasidential Librlar.y3and Museuni 2 1.1 1.1

1969 13970
22,400 21,004
14,481 13,838
7,354 6,654
6,585 6,238
5,366 4,792
5,479 5,442
4,052 3,604
4,829 4,688
1,269 1,25C
70,546 66,256
93,877 89,008
9619 1970
480 874 23.6%
15.4 IRSIRS
7.8 7.5
7.0 7.0
Sa't/ 5.4
S8 © 5l
4.3 4.0
& 3dl SES
81958 SIS
54.1 53.6
75.1 74.4
19 1.4



A. The iron and steel industry as a whole.

An analysis of market structure shows that this is not a merger
of two steel giants, Granite City, while a company of substantial assets,
is a smail‘producer by steel industry standards. By any reasonable index,
the aggregate market share of the two companies is well below the per-
centage of market penetration deemed anticompetitive.

The' following is a summary of the present market shares of the two

29/
companies as a part of the total steel industry.

1970 Market Shares

Total Steel
Shipments Shipments

b WisS. (Adjusted for Raw Steel Dollar

Producers Imports) Production Sales
National 7.0% 6.1% 6.4% 6.5%
Granite City 1.4% 1.1% AR2ee 1.0%
Total 8.4% 7.2% 7.6% 7.5%

Clearly, these market shares are not so large that the merger would have

the effect of substantially lessening competition in the total steel industry.

29/1970 shipments, production and dollar sales by the industry and all
major producers may be found in Section VI of this brief in the discussion
of industry concentration.
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JGH SCOTT i . , T MARTIN G. HAMBERGER
JENNSYLVANIA : ADMINISTRATIVE ASS15 1ANT
| ) EDITH V. SKINNER
/;;;I ,,,,, . 7 ER EXECUTIVE ASSISTANT
| (% chb ~D% CW,GM NJJ.&&« C .
! ‘. i
‘i WASHINGTON, D.C. 20310
]
|
|
July 22, 1971
J
| The Presicent : :
{ . The lhite House :

lashington, D. C.

Dear ir. President:

|

: I am wiriting to indicate my strong support for tihe proposed

{ merger of the National Ste2l Corporaticn and the Granite City

] Steel Commany. A me 2rger agrec ent has been execuied and apnroved
| by the Boards of boun COHqulILS. The eviactive date oF consum-

1 mation has been deferred until fU”USt 10, 1971, in orcer to qgive

, the Justice Danartment additional time to review the acquisition

' of Granite C1tv Steal Company by the national Steel Corporation.

During the past three montihs, the coufuuﬁes ﬂLVr givcn the

Assistant Attorney Ganeral of the fnii-T
51010 cooperation.s Tails merger is esseﬂblu1 for t”e continu: ad

| vitality of the two corporaiions involved. It makes our domastic
steel industry as a whole wmore competitive in the critical worid

narket.

As you know, fir. President, 1970 was th2o worst earnings y2ar in
| the recent history of the stoe’ industry. Last ;Qar's earnings
| vera 045 Tower than carnings Tor the previous yoear. Tiis hleak
' pictura is likaly to continue hecause of tie tromeondous expansion
| of nhjor foraign stzel comsatitors. Tha fifth larcost steel cor-
i noration in Januﬁ vmen it has copnleted its present exnansion
| . program vill be 1urger than Baethlenem Steel, our sacond largest
| producer. In terms of tho econcriy of size, the U. S. steel indu"try
‘ anncars to be dronning ’urvuh“ ana fu‘:uer Lohind., The mergor of
| Mational and Sranite Cz;/ Lot T a] Tit from evary point

of vieu. Hational's hot strin doeficit of 2.5 million tons is almost
exactly matcnad by wran1ve t1uj' unusad capacity in this area. Tie
sironcar financial position of tha nzy entity will snable the CGranite
City e]cment to renovate its Tacilities.

'
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Wasainatonm, D. £

July 22, 137

This perilous time Tor the steal industry dictates a new approach
and a fresn attitude toward ihe structure of the industry. 1 am
very anxious “that the Administration LHe seansitive to the needs of
thii's most 2asie industry and resoond in a manner vmich might give
new hone and vitality to the Administraticn's beleaguered friends.

In coacliusion, I strongiy urbv your active supnort of this
aconomically beneficial merger

With kindast regard,

Sinceraly,
(—o"kM)

\ N T
Huch Scot;TQ

Mnority Loadey
U. S. Senate
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ASSISTANT ATTORNEY GENERAL
ANTITRUST DIVISION

Bepartment of Hustice
PWushington, D.C. 20530

SUPPLEMENTAL MEMORANDUM FOR THE ATTORNEY GENERAL

Re: Proposed National Steel-
Granite City Steel Merger

In our recent discussion of this matter,
you made several points which took me somewhat by
surprise, and on wihich I feel you should have further
explanation. Fundamentally, my point is that the law,
as developed by the cases, is clear; there is little
dispute on the facts and, on these facts, as a matter
of law, this merger would "“substantially lessen
competition."”

Decisions in other horizontal merger cases.
Based on clear congressional intent and well-
established economic principles, the courts have held
that the effect of horizontal mergers of firms with
relatively small market shares "may be substantially
to lessen competition,” particularly in concentrated
markets. The reasons are that such mergers narrow
buyers' choices of suppliers; fewer sellers tend to
compete less hard -- particularly on price; and letting
small acquisitions.by big firms get by not only tends
toward oligopoly and entrenchment but lessens the
chances of deconcentration.* ' The table on the following
pages sets forth some of the market shares of merged
firms which the courts have found unlawful.

* See Brown Shoe Co. v. United States, 370 U.S. 294,
317~18 (1962): "“[Ilt is apparent that a keystone
in the erection of a barrier to what Congress saw was
thhe rising tide of economic concentration, was 1its
provision of authority for arresting mergers at a time
when the trend to a lessening of competition in a line
of commerce was still in its incipiency. Congress saw
the process of concentration in American business as a
dynamic force; it sought to assure tihe Federal Trade
. Comumission and the courts the power to brake this force
at its outset and before it gathered momenctum."
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COMBINED MARKET SHARES HELD
TO BE IN VIOLATION OF SECTION 7

Von's Grocery

Grocery Sales Von's Shopping Bag Combired
Los Angeles
Metropolitan Area 4ol Sred s

Pabst

Beer Sales Pabst Blatz Combined
Nation as a whole 3.02 80 5 T
Illinois, Wisconsin,

Michigan 5.48 5484 LIS
Wisconsin JELes i 12,8 23.85
Continental Can

Containers Con. Can, Hazel-Atlas Combined

Nation as a whole 21.9 R 8 2558
AI.COA

Aluminum Conductors ALCOA Rome Cable Co, Combined
Nation as a whole 27.8 i3 ~29.1

Insulated Aluminum Conductors
Nation as a whole 1156 4.7 16.3

Philadelphia National Bank

Commercial Banking PNB Girard Combined

4 county Philadelphia
Metropolitan Area - - 30,0
Bethlehem Steel (S.D.N.Y.)

Steel Industry Bethlehem Youngstown Combined
Nation as a whole 16.3 4.6 20.9 (co acit
Michigan & Ohio 19.7 F6.6 56.3
Michigan 1459 [ g 26.4
Ohio 4,8 25,1 29,9

Hot rolled sheets
Nation as a whole 20,1 Dol 23«8

_2_
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Bethlehem Steel (S.D.N.Y.) Cont'd

Cold Rolled sheets

Nation

Hot & Cold Rolled sheets
Mich., Ohio, Pa. & N,¥Y,

as a wnole

Mich. & Ohio
Michigan

Ohio

Hot Rolled bars

Nation

as a whole

Track spikes

Nation

Tin Mill
Nation

Buttweld
Nation

Seemless
Nation

as a whole

Products
as a whole

pipe
as a whole

pipe
as a whole

Electricweld pipe

Nation

AtlanEie Ol ¢S.D.N.Y.)

asea whole

Gasoline

Sales

Southeast, U.S.

Bethlehem Youngstown
16.9 7.7
BLLs e S

8.8 6.0
L1.7 257
11.3 = 0
16‘9 4.4
19:L 9.8
16,3 Sl
e 13.6

401 860

1.3 B9

Atlantic Sinclair

b | o 1

L]

-3=-
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721'06

21,1
14.8
14,4
15.2

213

29.0

21.4

24,7

12,4

8.2

Combined
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Geographic and product markets. National
and Granite City concede that the national market
and the 25-state area in which Granite City operates
are both relevant markets for purposes of this case.
They also concede that carbon hot-rolled sheets,
carbon cold-rolled sheets, and carbon galvanized
sheets -- all large volume, basic items -- are
relevant products for Section 7 analysis. The market
shares of the two companies on these bases are as
follows: : -

National Granite City Combined

Carbon Hot-Rolled Sheets

Nation as a whole 18295812 3.3% 15.6%

25 states 7ok e SIL(0) 50 17.1
Carbon Cold-Rolled Sheets

Nation as a whole 15.0 1l 5 16.5

25 states 5350 4.1 17.1
Carbon Galvanized Sheets

Nation as a whole 14.7 4 19.6

25 states 14.1 10.1 24 .2

Market shares in particular states would bd§ even higher,
e.g., galvanized in Missouri - 31.4%; in<®]llinois - 29.3%.
The statute, of course, proscribes a substantial lessening
of competition "in any section of the country," and even

a metropolitan area may qualify as such.

Impact of imports. Using data provided by
National and Granite City, even if imports are taken
into account on a national average basis, the market shares
of the merged companies would be only slightly reduced,
as indicated below:
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Domestic Domesti c-Foreign

Carbon Hot-Rolled Sheets

Nation as a whole LS £6% 13.3%
25 states L7760 1l4.6

Carbon Cold-Rolled Sheets

Nation as a whole LB o5 14.1
25 states 477 etL 14.6

Carbon Galvanized Sheets

Nation as a whole 19.6 16.1
25 states 24.2 20.0

This tabulation shows by what a wide margin
the National-Granite City merger would violate the
statutory standard for wnhat constitutes a substantial
lessening of competition. Unfoxrtunately, we do not
yet have market share figures for other firms in the
25-state Granite City area, but we know that buyers'
choices of suppliers would be significantly narrowed
in various areas of the Midwest, and National would
be entrenched (see state tabulation).

Trend toward concentration; triggering.
Another standard utilized by economists and the courts
in merger cases is "trend toward concentration." The
steel industry has already been adjudged "hfghly con-
centrated"” (in the Bethlehem case); the top four
companies have over 50% of the national steel business,
and the top eight, nearly 75%. Here, National is the
number four firm, with 6.9%, and Granite City is number
11, with 1.4%. The resulting company will be number
three, with 8.3%.
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This nerger would not by itself cause a
great increase in concentration but, 1f the merger
goes through, it is widely expected to trigger

more mergers in the steel industry, and possibly

to signal an over-all change in Administration merger
policy. Although mergers among small steel companies
might be desirable, this merger would open the door
to acquisitions by the majors, and result in a
serious increase 1n concentration -- in an industry
whose leaders frankly state that price competition.
is "not part of our way of life in this country."¥*

Another aspect of narrowing buyers' choices

of suppliers is that fabricators are forced increasingly

to buy steel from integrated firmg whose fabricating
arms are principal competitors. Such is the complaint

as to this merger by H. H. Robertson Co., a $100-million

firm in the metal building products field.

The effect of our failure to challenge this
merger on the basis of the decided cases would, of
course, not be confined to the steel industry.

The claimed "fit." National and Granite
City argue that they should be permitted to merge
because the former lacks Midwest rolling capacity,
of which Granite City has a surplus, while the latter
lacks sufficient finishing capacity. Granite City
is now selling rolled steel to National for finishing,
under a contract which has three and one-half years to
run. National says it will not continue to buy from
Granite City; if it cannot ®@cquire Granite City, it
will build its own new mill.

What National has also said is that if it
cannot complete this anticompetitive merger, it will
build a new mill and take some 30% of Granite City's
business away from it. Under this argument National
is not only a major competitor of Granite City now,
it is also a potential competitor in this regard.
That potential competition would also be eliminated.

* Edwin H. Gott, U.S. Steel, BUSINESS WEEK, May 15,
L7 Npalele9i2R
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Even if the statute allowed for an "efficiency
test,"” there is nothing here but National's claim that
it can run Granite City's mill more efficiently than
Granite City can. Industry data, on the other hand,
shows that Granite City is an exceptionally well
managed firm, measured by such tests as output per
employee, etc. If National were to build a new mill,
at today's much higher costs, it is very questionable
that it would produce steel cheaper than it could
buy it from CGranite City and for this reason we doubt
very much that National will carry out its threat --
at least until the present surplus rolling mill
capacity has been absorbed by the expanding Midwest
market. :

But aside from all this, the fact that a
merger is a "good fit" is not legally cognizable
under the antitrust laws. Seldoin are we presented
with a proposed merger where a good fit is not claimed.
Bethlehem and Youngstown would have been a great fit
also (adding western to eastern facilities), but because
it involved a substantial lessening of competition, it
was unlawful.*

This merger is not "pro-competitive." You
will recall that ir. Stinson of National argued to
you that their economist's report concluded that the
merger was "pro~competitive." Professor Markham, the
economist, corrected him, saying that he had laid out
the facts and from them it was possible to conclude
that the merger would be pro-competitive. He himself
declined to say that the merger is pro-competitive, and.
I doubt that any knowledgeable economist, in possession
of the facts, would say that it is. Under the law and
the cases, a merger is not pro-competitive because it
is good for the parties. It is anticompetitive if
it narrows buyers' choices, entrenches the leaders,

* The Bethlehem court stated (United States v. Bethlehemn
Steel Corp., et al, 168 F.Supp. 576, 617 (S.D.N.Y.

1958) : "If the merger offends the statute in any relevant
market then good motives and even demonstrable benefits
are irrelevant and afford no defense. §7 'is violated
whether or not actual restraints or monopolies, or the
substantial lessening of competition, have occurred.or

are intended' . . . ."

[footnote continued next page]
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and feeds the trend toward concentration, as would
this merger.

Granite City's alternatives. Even if
Granite City were in failing circumstances -- which
it is not =-- this merger would not gualify under the
"failing firm test” unless it had sought other, less
anticompetitive mergers. This granite City has not
done; the mere fact that it views the future with
alarm provides no legal justification for this merger,
as I fear we will be reminded at every turn if we let
it go. :

Many smaller steel companies apparently
are seeking merger partners. We feel sure that
Granite City could find one that would make a fit ==
and not be anticompetitive. It is even more likely
that it coula find a merger partner, or banker, with
money, which is all it nceds.

I strongly feel that it cannot be good for
the country or the industry to let the big four or
big eight be the acquirers (if we are to have a "rational-
ization" ef the industry), and to let the steel industry
become even less competitive than it now is.

Conclusion. National and Granite City lawyers
urge that this case does not violate Section 7, and
they offer economic arguments to support their theories.
The law appears to us decidedly and conclusively to
the contrary. This being the case, I urge that we give
the other side a chance to prove their case in court,
or go to Congress (as the footbhall leagues did and
the basketball leagues are doing) for special relief.

[footnote continued from previous page]

Similarly, in Procter & Gamble, the Supreme Court
stated (FIC v. Procter & Gamble Co., 386 U.S. 568,
580 (1967): "Possible economies cannot be used as a
defense to illegality. Congress was aware that some
mergers which lessen competition may also result in
economies but it struck the balance in favor of pro-
tecting competition."

-
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If we stop this merger now, Granite City
has plenty of time to look around for another connec-
tion. If it is facing severe financial problems and
has found no alternative in one; or even two years,
then is time enough to let it merge with National or
some other large firm.

RICHARD W. McLAREN
Assistant Attorney General
Antitrust Division
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United States Department of Justice, . I have been ssoligned to
assist in the preparation of this proceeding fov che plainciif,
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Thig Affidgvit is subniiled i support of pleintiff's Motioco

for Preliminary Injunction. |

2, I wcceived a B.S. degree from New York University
in 1953 ond o M.A. degree fyvom Hawvvard Universicy in 1956,

At New York University my major £icld wss Economicg and wmy
mincor f£ield was liansgement and Industrial Relgitions, AL

Harvard University I majored in Bconomics and specialized

]

n Industrigl Organization. I have been coployed as &n
econcmist with the Naticnal In aumt ~isl Canfcrenﬂc Boszrd and
the Hational Bureau of Tconomic Resesrch uvé have taught
courses in Lconomics gt Boston Unlversity. I have been an
Antitrust Divieion eccnamist‘siﬂce June 1960,

3. In this Affidavit I have complled infermation from
public sources and Informzation rescived frem National Steel

Corporation and Granite City Stecl Company during the course
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Table 1 is based on a tgbulation which appeared in the
April 15, 1971 issue of iron Age; it was furnished to the
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 City. _ |
5. Hational and Granite City are primarily precducers

of flat-rolled carbon steel.®*/ The steel products produced

#[ Steel is classified as carbon steel when no minizrm
content of elements cther thsan csron 15 specified or
required to obtain a desired alloying eifecct.

Reproduced at the Richard Nixon Presidential Library and Museum



o, R S "R % i P 1
TE. o T e R P, R b R e o -
L1118 QORECY ADEIONSGS gl thuse araaid Es soven Lels ATE $E 344
LEsnmmm  Fenmrommg eh  gresannd Fekn ol j o s 4 § 4o
Lrom dogoumenss suniniveed by (5] 5 A [ P23y STRiLE
$ala S % 828 24 LR & (% i i
Lo T | e . e naa it e bk e TR - e 5 g £ & 4
whetl ana RKODIerrous industziesd , & publ e € A 104
bk
= &
MATAELINS
4 s oay i g0 s gt -~ - -1 PP -
L ety Sra po DRQUeEn 8 N
ety i A
PR 1. S T e b g r 3
styip L1 as bane 1 .qra2 further processzed into z finisnea
PR 3 ? G F ey £ a4 PPNPITS. DEPegy o @ %
IR0 C ia;" i.-} 132 SEG Ua 503 e ‘.’,.t L}‘(‘«C?trt“dt 5 used ¥

g g Ay S e ..f % . . S 72 dramen & oune = i
LitE &1 it DY O ANnCUZEYY L0077 BUeS X

gnd ag structural conponzats £

machinery.

£ Sty @ Do sina @ £5 Sve 5o “ B0 bk S B
“ranes end atructursl DEYLs

? evplisnce fremes and stccs

oz clectwicel and agrxcu1turuL

Carbon cold rolled shects result from steel which is
rolled through & het ctrip nmill and further precessed threu
a cold reduction will. Cold relled products weceive enough

cold reduction in the Linal vo

surface and wmetallur &fc&}_ onb’

The cold weduction process imp
treating and £iniching operati
wtallurgical propertiez., Thi

steel surfaces are to be cxpos

1ling opergtion to affect the

QQ

erties of the finished product,
arts, after g proper heat

on, superior surface and
g product is used vhoerever

ed cnd painted, It ic used

in a wide range of Lltems such &8s sutomobile fenders,

appliance "wrapper sheects®”, en

d office fumiture,

Blaclk plate is a very thin gavge cold rolled sheet

produced at the end of the col
maost impertant use of black pl
product in the msnufzeture of

Carbon galvanized cheets

d reduction process. %he
ste is 28 an intexmecdiate
tin plata.

are mada from ateel which has

_been rolled through a hot strip mill, cold reduced for the

Reproduced at the Richard Nixon Presidential Library and Museum

zh



fr g mgade  sponen, e P »
. Fape gL 4 & . AT
¥ ¢ ¢ o § SrFe e
& | S ] ¥ g o i iV v
coasting the steel with zine ond provi ”
ek G 4
P Se o %
0 E L ,,5 it (REE & g { S
Een et IR STHOTE G Y T o s ye¥  ERTTES ¥
LOY GULGHOCL L0 ViEd & H anda 21ix

gther gt..i}" rapinic markets congisting ef in stateg aau

groups of statess . The twenty-Live stote CGranite City miavket
grea is the region in which 938 percent of ite sales are made;
it consists of the states of Arizons, Arkansas, Coloxado,
Florida, lahhg, Illinois, Indigna, Icwas, Kansas, Kentuck

£

S o v o ’:-5 & o «vxw-g Pl
g £ e W ey
L R R et T 2 WEHITRIKSA dag  LaALE

€,
kY
k-4

Nﬁbrgsk&; New lMexzico, Horth Dakote, Cklzghoms, South Dshkots,
Tennessee, Texas, Uteh, Wleconsin gnd Wyoming, The cther
groupg of states sre those uged b? the dmerican Tron and
Steel Institute in reporting steel industry statistics,
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Hational-Cranite City mazket ghire for carbon hot

Yeduced from I5.6% vo 1393%~§ar the Nation
as o woole and frow 17.1% to 14,.6% fo the 25-state market;
for cerbon cold rolled gheets the com 3Lned Hational-CGranite
~-City merket share is reduced from 16.5% o 14,1% for the
Ration e & whole snd from 17.1% to 14.6% for the Z5-state
market; for black plate the combined National-Granite City
~—-market sghore is veduced from 17.5% to 17.2% for the Hation
- a5 a whole znd from 24.4% to 24.1% for the Z5-ztate market;
“znd for corbon alvan7ﬂad sheets thﬂ conbined Katlongle
Cranite City market sharae is zeduced from 19.6% to 16.1% for
the Hation s a whole and fxom 24.27% to Z20.0% Ffor the 25-state
- —market,
9. %eble &4, sttached hereto, chows data taken directly
~ froa the U.S, Department of Ca;merae, Lurcau of the Ceneua,
1667 Census of Manufactures, Concentration Ratios in Manue
“facturing. The table chows for 1967, 1563 and 1958, the
wmost rocent yvesrs for which such data agre available, for hot
rolled gheet and strip, including tinemill p?cavchu, end for
cold rolled steel sheet and strip (produced in oteel mills)

the percent of totsl value of chipments accounted for by the

four; eight, twenty and fifty largest companies. Similer
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25 states: Ardzonsz, ArKansas, Tolorado, Florida:
Indiars, Tova, Hansas, Kentuckw, Louidsians,
Migsourdi, Mont: ;
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TY L Vg e - 1- Tats Wawd e
a, hedbraska, New Mexico,
.
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South Dakota, Tennessee, Tewas, Uteh, Wiscongin asd Wyvoeming

Bast Horth Central: Ohle, ludiana, Illincis, Micnigar and wig-

consin.

“+

west Norph Centvals Minnesots, Tewa, Micsouri, Nocth Dakota,

South Dalota, Hebrasksa and Kansas.

Do oD
gt L rentu

{iddle Atlantic: New York, New Jersey, Pennsylvania.

South Atlantic: Delaware, Haryland,fDistrict of Columbia, Virginia,
West Virginia, North Carolina, South Carolina, Georgia and Ilorida.

fountain: Montana, Idaho, Whoming, Colorado, New Mexico, Arizona,

Utah, Nevada.
Pacific: Washington, Oregon, California, Alaska, Hawaii.

New England: Maine, New Hampshire, Vermont, Massachusetts,

Rhode Island, Connecticut. .
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“2< ~ N Ny - Jin 5
25 states: Arizona, A ado, Floy
ndianas . lowa, sdana, M .

Misscuri, NMontanz ] RG], Na il of
5 8 B
South nakare . Tennesscea, Texas . Utcaly, Wisconsio arad Vyominag,

1 N T L L Lo e 197 ERET R 2 e vl Nt nde i o
East North Central: Ohis, Indiana, T1liipois, YMicldeas s oisg-

i Avwansas, Louisiana, Oklahoma and Texas.
rMiddalie Atlantic: New York, New Jersey, Pennsylvania.

South Atlantic: Delaware, Maryland, District of Columbia, Virginia,
West: Virginia, North Carclina, South Carolina, Georgia and Florida.

Mountain: ‘Montana, Idaho, Whoming, Colorado, New Mexico, Arizona,
Utah, Nevada.

Pacific: Washington, Oregon, California, Alaska, Hawaii.
k] 9 b

~ New England: Maine, New Hampshire, Vermont, Massachusetts,
Rhode Island, Cecnnecticut.
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Porcent of Valve of Shinmenus

LAY, oo 0 et e Ll 0 A/ o
by the Lo vest Companies: B, S DS

Takle /

Accounded

AansAa g

Product

lot rolled sheet and strip.
including tin-mill products

67
EOG3%:
1958

Cold rolled steel sheet and strip
(produced in stecel nills)

1967
1963
1958

Yercent of Vaive of

Accourniiad

vipaents 3
by -
N _ 20
S '
Larpgesu HaEhEst Lavee st JLNEI e

Caorar ¢

I hasiniles

(@

75 0O
76 99
78 98

100
100
100

Lo

(@2 WV,

42 69 98)
46 73 99
46 2 98

100
100
100 -

SOURCE: U.S. Burcau of the Census, Census of MMenufactures, 1967 Special Report

Serics:

Jashington, D.C., 1971

Concentration Ratios in Manufacturing, Part 2:
Concentration Ratios, MCA7 (5)-2.2

Product Class
U.S. Government Printing Office,

Reproduced at the Richard Nixon Presidential Library and Museum

Compani.cs



T —

e

-

3«‘ 13
(9

Maticaal

5

& P
: 7ﬂf 0,5
JET : 2
L : e T T s
NEuLLar 88 G Wiluie i 75 T Ao £
- {2 g Eoe i S . < A = -
% 2.,: SLaues .1.3.\.-' 4. L

14.7 . 6.9 7

4.1 Hol -~
The merger of National and Granite City clesrly exceeds the
merger guideline limits in & of the 6 markets which defendants
have agrced are relevant markets for Section 7 analysis. 1In
a fifth market, the national market for Carbon lot-Rolled

_ Steel, the merger shows percentages extremely close to vio-

| Lating the guidelines. In addition, the merger would violete
the guidelines in numerous state markets which the government
| alleges and which have previously been held to be relevant

! geographic markets in the steel industry.

|
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