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As a result of newly enacted Texas Senate Bill 1289, buying American iron and steel is now
a requirement on certain public infrastructure projects in Texas. Promoted by President
Trump, passed by the Texas Legislature in May and signed in to law this summer by
Governor Greg Abbott, the new law, effective Sept. 1, 2017, requires that iron and steel be
purchased from an American supplier unless the American supplier price is more than 20
percent higher than the price of the cheaper foreign importer. Foreign iron and steel may
also be used if American suppliers are not prepared to supply a project, or if there is a
compelling state interest that warrants the use of a foreign manufacturer’s steel.

Designed to encourage and support investment in America’s workers and critical industries,
the law has far-reaching application in Texas as it applies to all infrastructure projects
constructed by Texas state agencies. It does not, however, apply to county and municipal
projects. Further, it is the intent of the legislation that it apply only to iron and steel that is
permanently incorporated into the constructed improvements. Iron and steel in
manufactured goods, electrical components, equipment, systems and appurtenances
necessary for the operation of the completed public infrastructure are exempted from the
law’s effect.

Supporters of the law believe that its passage will encourage reinvestment in the United
States and Texas manufacturing industries, and that will in turn lead to more high-paying,
highskill jobs in Texas. They further maintain that by buying American iron and steel, more
Texas tax dollars will remain in America and will not be paid to foreign countries that do
not share American values in areas such as the environment, human rights and labor
conditions. An excerpt from the bill’s statement of intent authored by Senator Brandon
Creighton succinctly describes the supporters’ view of the problem and the law’s purported
solution:

Iron and steel manufacturing facilities have closed in Texas, and we will continue to lose
iron and steel manufacturing jobs. The reason is because foreign countries, like China and
Turkey, subsidize their iron and steel manufacturing, circumvent our trade laws, and flood
the United States (U.S.) with cheap iron and steel. Texas-based iron and steel manufacturers
cannot compete with foreign countries who have a proven track record of environmental
and human rights violations. Until the U.S. aggressively enforces our federal trade laws,
Texas must act to level the playing field or risk losing more iron and steel manufacturing
Jjobs.
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The law is not without its detractors. Some believe that the up to 20 percent price increase
on expensive and large building material will drive up the total cost of the projects, costing
taxpayers more money, and reducing the overall funds available for Texas public
infrastructure projects. Some Senators worry that the law will harm U.S. - Canada trade
relations. They attempted to exempt Canadian iron and steel from the law’s effect. Still
other Senators think the law does not go far enough to support the Texas economy. They
believed the law should have been “buy Texan” instead of “buy American”.

While the true effect of the law has yet to fully be seen, all construction industry
stakeholders will need to take the law into consideration for upcoming projects. One thing
is certain, however: the new law will have far-reaching impacts on project budgeting, bid
pricing and scheduling, and contractors should accordingly take note.
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