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RESOLUTION DISAPPROVING DENIAL OF IMPORT RE-
LIEF TO THE DOMESTIC INDUSTRIAL FASTENER
INDUSTRY

TUNrSAY, A 4, 1928

U.S. SMAW L,
SuWCoxXnWH ON IXf XAMo A I O A UZ

o TM Corx oN FxrAwcz,Wa4&ingto D.C.
The subcommittee met, pursuant to notice, st 10 a.m., in room 2221,Dirksen Senate Office Building, Hon. Abraham Ribicoff (chairman

of the subcommittee) pre.ding.
Present: Senators Ribicoff, Roth, Jr., Hansen, and Danforth.
IThe committee press releem announcing this hearing and the reso-

lution S. Con. Res. 66 follow:]
[Press release]

FINANCE SUBCOMMITTEE ON' INTERNATIONAL TiAtz To HOLD H iSo 0 i.
RE8OLUTION To DIAPPUROVE THu P31?D1EIS DuzsiON NoT To Puovin IMPORT"
RMulF TO THM DO MTzo IRsusTaY Peopqcuni BOLT, Nun, Ais Seaws or"
IROX OR STEEL
The Honorable Abraham Ribicoff (D., Conn.), Chairman of the Subcommittee'on International Trade of the Connittee on Finane, today eed that th-Subcommittee will hold a bearing on Senate Concurrent Re=tion 6. 8. Cn.oRes. 66 would approve the resdet's determiAtso transmitted to Conrem"on February 1%v '9h under section 2W of the Trade Act of 1074 not to providerestraints against, imports of boltq, nut m ocrewo of ire. or steel s recommended

by the U.. mr oal. Trade Commisou (I.T.O. PMAPV by the Houseand Senate of the President's determination would result tn the LT.C.s recomm-
dation taking effect.

The berafg will be held at IO:&i AJ4 Nedav, Apri 4,19I8, in. Reoms M91ofthe Dirki-ee,5ete Office s~IwsC ralrimau WbWo states that the witUu for tW hearing wlU be,1. The Honorable John Olenn, Senator from Ohio.
2. The Honorable John Anderson, Re, tentative from fl;,,,,;.. The Honorable Mary Rose OakarRpresentative from Ohio.
4. Ambasidor Alan Wm . Wolff, eW Ieprswtative for Trade Nes.-

tiations.
6. A panel representing the United Nstes Fobeser Manufactu Group: DavidA. Spoehr, Vice President Ruell, Burdsall & Ward, accompanied" by Robert J.Blinken, Chairman of the aid Cief Zwutve Oe, MIT! Cupl; RiehardM,.leurtive re t 't tda PrW"d 8teel Compmy; Peter Buckeler, of MIclure i 'otter; Yo6 S. Walker, of Jenes, D y Beau & Pogue.S. A pauel rereeting importer and distributor interewss: Werbert Liebman,resdes t, A. L. 14.b=m & Sor;, raak Gewbg, Presideat, U.S. Fastener Corpora-tion; John B. Strong, Jr., President; Strong Nut@ and DoltsO softtes.?. Mr. Mn J. sheeba, a Lfcme by Mr. JM . .h~4 Uaited Steel-

workes of Amerim.
Act.-Mahn R off observed gatthe*Lotte la

tire RM-Wsmi~ Act of IM requires all witnem appearing before the o.
(1)
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mittees of Con res to "file in advance written statements of their proposed testi.
mony, and to limit their oral presentations to brief summaries of their argument."
He stated that in liht of this statute, the number of witnesses who will appeal.
before the Subcommittee, and the limited time available for the hearing, au wit-
nesses who are scheduled to testify must comply with the following rules:

1. All witnesses must include with their written statements a summary of the
principal points included in the statement. I

2. The written statements must be typed on letter-size paper (not legal size) and
'at least 75 copies must be submitted before the beginning of the hearing.

3. Witnesses are not to read their written statements to the Subcommittee, but
are to confine their oral presentations to a summary of the points included in the
statement.

4. No more than 10 minutes will be allowed for the oral summary of each wit-
ness, except that the panels scheduled to testify will be allowed a total of 20 mit
utes for the oral summary.

Witnesses who fail to comply with these rules will for!]it their *rvilege to testify.
Written statements.-Persons not scheduled to make an oral presentation who

desire to present their views to the Subcommittee are urged to prepare a written
statement for inclusion in the printed record of the hearing. These written state-
ments should be submitted to Michael Stem, Staff Director, Senate Committee on
Finance, Room 2227, Dirksen Senate Office Building, Washington, D. C. 20510, not
later than Wednesday, April 5, 1978.

[S. Con. Res. 66, 95th Cong., 2d Sees.)

CONXCURRENT RESOLUTION disapproving a determination of the President under the
Trade Act 6f 1974 denying import relief to domestic producers of nuts, bolts, and large
screws

Resolved by the Senate (the House of Representatives concurring), That the
Congress does not approve the action taken by,, or the determination of, the Presi-
dent under section 203 of the Trade Act of 1974 transmitted to the Congress on
February 10, 1978.

Senator RImIcoFF. The subcommittee will be in order.
Today, the Subcommittee on International Trade will hear testi-

mony on Senate Concurrent Resolution 66, to disapprove the Presi-
dent's decision to provide no import relief for the domestic industrial
fastener industry.

When Cong passed the Trade Act of 1974, it provided an
opportunity for congressional review of Presidential decisions on
escape clause cases. 31 believe that this review is important for our
constitutional authority over trade policy.

We look forward to hearing our witnesses today, and because of
the large number of witnesses, we will be required to confine each
witness tonot more than 10 minutes for oral presentation. Your en-
tire testimony will go into the record as if read in its entirety.

Our first witness is'my esteemed colleague, for whom I have the
highest respect, Senator John Glenn of Ohio.

STATEMENT O HON. IOHN GLENN, A U.S. SENATOR flOK TIE
STATE OP OHIO

Senator GLzir. Thank you, 31r. Chairman.
At the outset, Mr. Chairman, I would like to express my personal

appreciation for your holding these hearings. I know you've had an
extremely busy schedule and you did work these hearings in and we
appreciate it very, very much.
-' Iam here today to address the trade problems of an industry that
is vital both to the economy of the State of Ohio and, more impor-
tantly to the security of the United Stat". I am speaking of the
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fasteners industry, "producers of bolts and nuts, large, screws of iron
or steel.

On December 8, 1977, the U.S. International Trade Commission
reported to the President that imports of nuts and bolts are causing
serious injury to the fasteners industry of the United States. Its
recommendation that import relief be granted to the fasteners indus.
try was in response to the dramatic increase of. imports of steel
fasteners and the impact of those imports on American industry.

Whereas foreign imports held 21 percent of the domestic market
in 1968, they now hold 45 percent of the domestic market Employ-
ment in the fasteners industry has dropped 46 percent since 1969 and
profits, of course, have dropped steadily since 1974.

In addition, Robert Strauss, the President's Special Trade Repre-
sentative, recommended to the President that import relief in the
form of a tariff quota system be provided for the fastener industry.

But in spite of that recommendation, on Friday, February 10, the
President decided that no relief at all was necessary.

Senator RmIcorF. May I ask you, Senator Glenn, if the President
had accepted the recommendation of Ambassador Strauss, would that
have been satisfactory to you

Senator GLEN. I think it probably would have, because the tariff
quota system-I do not have details of the tariff quota system that he
recommended here with me this morning-but I think that would
have given enough relief that the industry would have been happy
with that.

I introduced for myself and a total of 20 Senators a resolution
disapproving the President's determination denying import relief to
domestic producers of nuts, bolts and large screws. I took this action,
No. 1, to provide needed relief to the American industrial faseners
industry which has been found to be experiencing serious injury from
imports by the U.S. International Trade Commission and, No. 2, to
affirm the intent of Congress with regard to the import relief pro.
visions of the Trade Act of 1974 and, No. 3, and most importantly,
to address the national security problems that our Nation s depend-
ence on fasteners imports poses and No. 4, to communicate to foreign
manufacturers that Congress is determined to insure that the inter-
ests of those sectors of the steel industry not covered by the reference
price system are protected.

In his report to the Congress, the President states that import
relief for the fasteners industry is not in the national economic
interest. In my view, the statements contained in this report, do not
accurately reflect the conditions of the domestic industry.

I have outlined my differences with the President's report to Con-
gress in the written statement that I have submitted to the com-
mittee.

Recognizing the committee's time limitations, I will not review
these arguments in my oral presentation. I would, however, like to
briefly address the national security problems posed by the decline
of the fasteners industry and highlight the unintended negative
effects of -the reference price system for those sectors of the steel
industry, such as the fasteners industry, not included in that pricing
system.
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As a result of the decline of th fastmr induty, our Ntioals'
mobilization base for fasteners has become more and more dependet
on impt-.40-' perzast dependeut, to be exact. Thi ld:&deace

oems itifs iit461 MWer dicenh t the Federal Prspared.
ness Agm tc , tin at the requet at the Depaftmu t of Defenm ho"

d~aumeam i ont, OW*d of ths fasten ind&s"y
*M~h add Mr. Chimnthat pople k'of th tenors

indu .y as ,Kdg Imirpis m ii some Mis at ,the hardware, sbwe, or
#Met , indr takuet. To- mak 0 mobI , or
iume require aboft SO fasMues The sTOM MYb tool
that we n .uiadutr in this aootry has s Ot M7ra

A C5-A requires 2*0,00 fads ard a 147, that most of. us have
flown on at .e time or another, has A-miniicm fasteners of one type
or another. So it points up the importance of this industry from a
dehkm base.I a letter to iobert Stra4u ths Prodats S aI Traw R-pre-
sentative dated February 3, the Acting Direc.rof tke Federal
?reparednes Agency advises that, "I do not feel it prudent for na-
tiotal policy to allow such import dependency to cntinu&"

On this point, I agree with Xepresentative Robert Giaimo of your
home State of Coneotiut, Mr. Chairman, who, before the House
Trade Subcommittee on January M, observed that the fasteers in-b
dusty is representative of those industries which must be main-
rahed at a base adequate enouh and resilient enoug to rise swiftly
to the demands of mobilization in the demands of wartime emergency.

I believe Mr. Giaimo, at that time, pointed out that there were some
20 fateers plants in the Staft of Conneetieut.

BNeaupe the OK fAst eer industry is not protected by the refer.
ensee price system, it is especially vulnerable to import pressures.

xerene?, hks shown that when we cut basic steel imports we
flimulate impoit pblas in other ackm of the steel industryb In
other words, the fini sh the product and export it to us ather than
exetin t us & Is material.

Pa.rtk@arty from a Atfoatl security standpoint, as well as an
econ6wic petive, I am eoaosmed that the fabricated Mael mdims
try will ffiw- additional "mtiay as a resl of the Pwidut% deiskm
not to *fe the flow of ftri&e steel imports into the domestic
markets.

int, the r6*rence price will inease the cs of imq ted
stl which tho fateMeAM vnis to produce their p6oduct.

Ow"dy, the Memce pri_ Systa does not appIY to Seneum, -al
though a vaK majority of the imports of f astmers at% i9tei
from carbon Wael.

ftet tefrene pwios will nbt apply to thk form of steel ipts,
it is reasonable to assume that the domestic market will suffer farthe
bmn of hsner p whih will ownv t6 t the

Iwj ~ the donmetcO U", M is. cuwently Miforing andje padlz mr wi ea sem mt pisuti.
Wmat t btt Oage l, C: ta ta imt. r relivdrowwe e. a p raetlein devto I iml da t osida mysl a

of Congress to protect, not inhibit, free trade. It is aimed at ipin.
ing temporary relief for industries suffering from serious injury
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caused by imports so that thoe indiaetri.s will bave saffiist tiMe
to adjust to fier intereational oompetionl

I mlffh add-, Mr. ChairmAn,, that the GAT agee ent UmVlde
for such safeguards. They allow )ation to provide, needed temporary
relie to impacted

It is not the purpose of import relief to probe indrietts that
seek to avoid Inrna.onal mpetftion. An, jug as it is not the
purpose of the xntemadom Trad Commismo t6 harbor sob fugi-
tives from the hurly-burly e the marketplam, neithm i it the intint
of Congress that, the work of "the ITO be reduced tio the, patidI~g
out of pyrrhic victorit to American iudustles i need of tefl4t

TOO often in the lad few r m have Amerioa_ imna.mIe petitioue
our Government seeking relief from unf air trade pta01ifmud inj y
caua d by imports only to be "ewerdba with fthi-ud Vl .

I hope our efforts hare today awl durng the comi we", to
estabih a fair and a rmasabl, tm&. pliq iw be mre. c filIf not, we may find ourselves in a pyrrhic pr aet;Ewyitig
the njuries done to our dofestle iftdi*ies we *lt fiad our eeOtnflnie
vitality and national security ar, done.

The levet of imports im approehing O0 percent, W. Glafrsiu Ifeel this indutry nes_ protion, not o , from & bw&*m stnsd
point in this country, but, most importantly, from a, Pt seoutit1
standpoint.

Senator Bayh asked it I would A tihi fot the ftwe &
Senator Rmcomw WIth ft o it will g&h to m e d so,

if resd
[The mZia to be furnished follow :

STATUMT OF &Wkn& MIKS D*M
M~r. ChAirman. Iwout to thank, y9n far. me Nhkpvcmlt "r ,sbmit!,

tes Sony .v WAY in oupport of ol
tioM. +Would dupprve Ptdent Crter dea tionA .rt; .I0 nat to

oviet, to the mee fac iter id thek de r Y tb. Vt ..
ina. i. Trad CorutissoU. t wwwa that yo -r Itmefl

cornideratoni of thfa resotutiot spomoted by Strnato 1SAUimyself and several of our coulea+ is imp at V 10 ,e to464, m.
C grews intends tor pyarIn "A si lo. it. e, 1ft o

trade policy. It is aioestigerk ane tioj a.~~pconftlifung .rrd of the l' fditgs will, only tesim. -Srotg UPpot fp0
future resolutions of disapproval, of netii-v.e Presidential dee tlo1,fot te
relief of import-impacted induetrles hu the dae of the dweti, winter i ry
the reluctance of the Ad.niiistion to. provide aV levAt some o of effective
import relief is especiafty disappointing.

"M PUHT 1OF. 10 VAl. PASBIf*t1 DNDUSTST

The plight of the manufacturers of large screws, nuts abdc bo6 i0 t-H 6
has already been well documented by the- Uaited issld Td i.
miiom~ sait# aim month Wmessaoul Tike Uhtes Stam 1askabw hbuftu*i Gr~ "I t tet&Ose difltmie od Maek 7 h its' etu ol,
Preqdeu* Carw 0,eiio v 6a* to grow the ftr" relief is it mhow befo
the Ebe Ways atdl Mfta Sb miete osi n 'ft . MlMrtuMl, the; TUJOIM

thM=me SbPut t4=e nAI Wu of, I d~Iimdr by ftw' bIQ%, to..z% flow, the, firsb bant. 6om i23 a& It no** of, the.fastener indust" fdr 19M hu beft pui at 46*Y :itsm* 0: &Wo h ti
deemd f4t fastmm in this coavry * i Vpplild fond 6beDr I** suO6i ft-
gory of aml bft an wmsgesm nuf U"&i# C, V .*s, woolua Wwe S.so I&iQ66~fe2 -pr hs&Z . _&!
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Employment has also declined dramaticaly--by 36% since 199 'and profits have
dropped steadily since 1974. It is estimated that the USITC's proposals cal.inq for
creasee tariffs over a five year period could mean the restoration of 2,600 jobs.
It could also help break the vicious circle in which producers of domestic fasteners
find themselves. Presently, continued import levels mean reductions in domestic
manufacturing rates. This situation finds rising unit costs forcing additional substi-
tution of importedproducts at lower prices.

Mr. Chairman, if our past experience with imported radios, color television, foot.
wear and other products is any indication of future price behavior for fasteners, it
is difficult for me to believe that the deterioration of the domestic fastener indus-
try will result in anything other than higher costs for the users of imported
industrial fasteners in this country. In this connection the Administration judgment
appears to be seriously flawed when President Carter stated that:

'Provision of import relief would have significantly increased costs of fasteners
for U.S. manufacturers who use fasteners to produce cars, machinery, equipment,
and construction items."

I am informed that instances of price gouging for fastener imports did occur in
the industry in 1974. This evidence seems to confirm the trend so common in other
industries after imports came to dominate the market. It serves also to raise further
questions about the Adminisration's estimate of the inflationary impact of im-'
port relief for the fastener industry.

A strong economic case has been made for import relief, from the standpoints of
denying a foreign source the power to set prices of certain fastener items and
restoring jobs in the industry lost as the result of fastener imports.

In addition to these concerns, the question of national security has also been
raised by a study recently completed by the Federal Preparedness Agency. Also,
the implementation of the trigger price mechanism by the Department of the
Treasury to monitor basic steel and steel product imports-itself a well-conceived
and imaginative plan to deal with basic steel imports being sold in this country
at less than fair market value-presents the possibility that the fastener industry
will become a "setting duck" for foreign steel imports fabricated into other forms.

Mr. Chairman, the recovery of the fastener industry can only improve our
efforts in the overall fight against inflation and unemployment. It can also stimu-
late support for liberal trade policies that do not result in simply the export of
another nation's unemployment to our country. For the workers of the domestic
fastener industry such as those who held jobs at Bethlehem Steel's Lanham Bolt
Division in East Chicago, our efforts to see that the principles of fair trade are
fairly applied are a true test of our ability to formulate good trade policy. Congress
acted wisely in providing the "escape clause" provision of the 1974 Trade Act in
pursuit of this goal. We must not now shrink from the options provided to us by
law. Only in this way can we avoid fast grow'ng pressures for generalized import
restraints which could seriously threaten the development of export markets for
products manufactured in this country as well as agricultural commodities. Pro-
viding effective import relief for the domestic fastener industry through favorable
action on S. Con. Res. 66 will help us avoid the pitfalls of protectionism and fulfill
the promise of meaningful relief for industries threatened with extinction In cases
of serious import dislocation.

In order that the views of my constituents so vitally concerned about this issue
be made known to the Committee, I respectfully request that the accompanying
copies of correspondence from Indiana fastener manufacturers be included in this
hearing record. Gaw, o FAsIz~s DmszoN/Mrrs Copo.xo~q,

South WhitleV, Ind., December 2,, 1977.
Senator Bmcu E. BATH, Jr.
Senate Office Building, Wa8hin ton, D.C.

Dz a SsNATO BATH: On December 8, the International Trade Commission de-
termined that the US. fastener industry has been seriously impacted by imports.

On December 8. it recommended tortresident Carter that a five-year program of
tariffs be imposed, is. 30% the first two years, 25% the third year, and 20% the
fourth and fifth years. Rather than offer a long dissertation on the evidence that
led to this recommendation, I am attaching a sheet listing the facts which evidence,
the seriousness of the problem faced in our domestic fastener industry.

Although in your letter to Mr. Cowin on September 22, you recommended letterit
from our employees, we recognized heavy demands on your staff and instead have
presented you with a petition signed by our Gripeo employees at- both our South
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Whitley and Montpelier plants. We urgently solicit your cooperation in supportingI.T.C.'a recommendation by either writing, wkri or phoning A aor
8traui requesting s favorable recommendation t o President Carter.

While we arde lhted that the I.T.C. has taken recognition of the problems in
our industry, we will point out that while the recommendation is a positive step
in the right direction, the remedy sugested falls short of closing the gap between
import prices and the cost of domestic production.

A one of the Senate's most influential leaders, your support of our industry'.
position is vitally important, and actions taken on behalf of our industry will
prominently displayed on our employee's positical action bulletin board (picture
enclosed).

Many thanks, Senator Bayh, for taking the time to review this information and'
offering our position your strongest support.

Very truly yours,
Ricasn R. SwANS0oN.

Enclosures.

FAcT Snz T-UNirw STATES FASTENER MANUFACTURING GROUP ON IMPORT RELI,,
RECOMMENDED BY THE INTERNATIONAL TRADE COMMISSION

The International Trade Commission (ITC) has reported to the White House
that imports of bolts, nuts and large screws are causing or threatening serious injury
to the domestic fastener industry. The Commission recommended that an ad'
valorem duty of 30% be imposed on imports for two years, with a decrease to
25% for the third year and to 20% for the final two years.

President Carter must act on the Commission's findings and recommendations
by February 14.

The United States Fastener Manufacturin; Group (USFMG) believes the
recommended relief is the minimum level of relief that could have a positive effect
on the domestic fastener industry. We urge you to contact the President's Special
Trade Representative Robert S. Strauss, to register your support for effective im-
port relief for this be'eauered industry. The following facts dramatize the ruinous
effect of imports on this industry:

Between 1968 and 1976 imports rose by 395 million pounds-a whopping 127%
increase.

Imports in 1977 will be the highest in history
Imports have now captured about 45% of the US. market-as against 21% in

1969.
Imports now account for 80% of all hex and square nuts used in the United States.
Over 7,300 American jobs have been lost since 1969, representing a 36%' decrease

in employment. Since 1974 alone, employment has dropped by 26%.
The fastener industry is operating at about 50% of its capacity versus 80o for

the U.S. industry in general.

Gnco FAsTmn DmsioN/Mrr Co AON,
South Whitley, Ind., December 58, 1977.Senator Bracu E. BATH, Jr.,

Senate Office Building, Washington, D.C.
DzA SENATOR BATH: We, the undersigned Gripco employees of Mite Corpora-'

tion at South Whitley and Montpelier, Indiana, are deeply concerned about the
uncontrolled flood of imported fasteners bringing a dangerous threat to the future
health of the U. S. fastener industry and the thousands of our jobs that are de-
pendent upon the industry's stability.

We ask for your help and support in bringing about a solution to this problem.
We urge you to recommend to Ambassador Strauss that import relief be granted

our industry.
Sincerely,

(A ist of 26 signatures.)
Senator GLzzNr. I have another addition to my statement, Mr.

Chairman. This information came to light just last night. A number
of people have opposed the resolutions of disapproval on the grounds
that the ITO data for the first half of 1977 indicated that the domes-
tic industry's position was improving and that it was no longer
necessary to provide relief.
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As the PreWdnt stated in his denying relief "domst
produr shipments hadi and th first hif of 1077."

Last night, the IT , r spo to a request from the Ways and
Means Sibco n mittee provided data for the ful calendar year of
1977, thus updating the major tables in the ITC's December report.
This full year of ata clearly indicates further deterioration of thedomnestic industry's position.

Between the first half of 1977 and the second half, domestic prg.
duction in the fasteners industry declined further by 18.4 percent.
The imports declined by much less than that, by only 7.2 ercen
over the same period, with the result that it increase the imIport
penetration level from 43 percent in the first half of 1977 to 44 per-
cent in the full year.

The industry's utilization of productive facilities remained at 51
percent for the full year.

Finally, employment continued to decline. Average employment
for the first halfof the year was 12,908 and the second half was
down to 12,585--

Senator RmxcoT. Would you like that document to go into the
record?

Senator Gryz;. Thank you, Mr. Chairman.
Senator Riuwow. Without objection, the entire document will go

into the record as an exhibit.
enator OL1aNN. Thank you, Mr. ChairmanjThe prepared statement' and attachments if Senator Glenn

follow:]
STmmY Br 8sz s JbaN GuAwr

I want to thank you Mr. Chairman, and member of the subcommittee, for your
faithful attention to the very smeows trade problems eonfrontin our nation. These
problems are among the most sensitive and critical that we face and your contribu.
tions to this Wclution are reatay peciated. I am here today to a the trade
problems of an industry t~ult vital both to the soaomy of the State of Ohio and
to the security of the United States. I aw speak of tefasteners industry, pro.
*laers of bo nuts, and Ilasecrew of "mmi or -st

On December 8, 1977, the U.S. International Trade Commision reported to the
President that imports of nuts and bolts are causing serious injury to the fasteners
Industry of the United State. Its rem that import relief be granted to

the fasteners induAry was I respoas to the dramatic increase in imports of steel
fasteners and the impact of those imports on American industry. Whereas foreign
imports held 210 of the domestic market in IM, they now bold 459 of tie
domestic market. Employment in the fasteners industry has dropped 38% since
1969 and profits have dropped steadily since 1974. In addition, Robert Stras, the
President's special Trade Representative, recommended to the President th.t im-
port relief in the form of a tariff-quota system, be provided for the-fasteners indus-.
try. On Friday, February 10, the President decided that no relief at all was necessary.

On February 21, for myself and Senators Alleu Anderson, IIyh, Bentsen, lWDP-
81, Danforth, agleton, Ford, Griffir, Heins, H6 ollinLur, Metzent .um,
• ndoph, Tegle, Schweiker, Sparkman, and Stevenson,I introduced a resolution
Asapproving the President's determination denying import relief to domestic pro-
ducers of nuts, bolts, and large screws. I took this action to: (1) provide needed
relief to the American industrial fasteners industry, which has been found to be
eprieneh-sermos jury from imports by the US. InkematioWa Trnde Cmmis-

2on, ()-.affrm the intent of the Con with repr. to the impo t relief provi-
sions of the Trade Act of 1974, (3) address the national security problems that our
nations dependenee on fasteners imports poses, and (4) ctnim neate to foreign
mufmoturers that Coess is = d to inre that the interests of th .
motors of the steel industry not ooveed* the neferwe priee sywten on protected.

In his report to the Congress, the Preident stated that import relief for tba.
fasteners industry is not in the national economic interest. The report outlines this
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departure from the recommendations of the U.S. International Trade Commission
and the Office of the Special Trade Representative along the following six points:

"1. The USITO reported that de tiw &oueNs. ' shipment an4 exports ba
increased in 1976 and the first half of 1977. Its indicted that domestic producers'
rates of return oa ales were .bov the c on .am8ratos for producers of JA
fabricated metal products and for all comite n corporatieps. Furthermore
domestic producers or their wholly owned subsidieres imported or purchased 2i4
percent of total 1976 ,hipments of imported fasteners in the United states. The
domestic industry, particularly finns s1eei lis'g in the production of automotive
fasteners, has and sould continue to benefit from increased US. consumption of
fasteners.

"2. Provision of import relief would have sipificantly increased cots of fasteners
for U.S. manufacturers who use fasteners to produce cars, machinery, equipment,
and construction items. The inflationary impact of providing relief coukl cause
unemployment in other U.S. industries, offsetting gwas in fastener employment if
import relief had been imposed.

"3. The Department of Labor has stated that reemployment prospects for un-
employed fastener workers are fair since many of these workers are located in areas
with unemployment rates below the national average.

"4. Provision of import relief would subject US. jobs in other industries to poe-
sible foreign retaliation against U.S. exports or compensation by the United State*
by lessening U.S. import restrictions on other oduete.

"5. Import relief would adversely affect U. international economic interests,
particularly in light of U.S. efforts to reduce trade barriers in the multilateral tradewotiations.

'0. The appreciation of the yen duri 1977 will alleviate competitive pressres
from Japanese fatener exports to the United States. Imports trom Jepan have com.
priced about three-fourths of total US. fstener imports in recent years.r

In my view the statements contained in these reasons do not accurately reflect
the condition of the domestic industry. With regard to the first point, thet "domes-
tic producers' shipments and exports had increased in 197 and the first half of
1977," it should bie noted that the increase in domestic producers' shipments is in
relation to data regarding 1975, a year in which the US. experienced its worst eoo-
nomic setback since the Great Depremion. Therefore, although shipments in.
creased from 1976 to 1976, that increase really is only relieving a bad situation; it
does not indicate a h ihduasty. In relation to all other year. sine os 9, pro.
ducers' ahipmests were at their lowest in 1975, 1976, and 1977. It should also be
noted that esports am imne wbile domestic shipments have re umi4 at record
lows during 1975 to 1977. This demonstrates that imports are definitely keeping the
domestic indutry fm .u I, its own m ket, ieh is the las.at faiukeer
market in the word, generating the mat revenue for those seeing in it. -Moreover,
increasing US. rs cannot ompenate for the major los of market skaee thatthe do sic oducers ae aUering at the hmbd of imports The importmtomcou
gumption ratio ie. gone up every year since 198, culminating in IM with a 44%
share of the US. market.

The argument in point #1 ootinua. The &esidest state that, "It is also idi-.
eated that domestic producers' rates of Teturn on sales were above the correspond-
ing ratios fior producers of a fabricated metal products and for all maufacturing
eorpoeftona.Pu- statement implies that-an industry with a hier return on
males is mor profitable than sa idustry with a lower return on sales. This is not
aways the case.

Forbes Magum, in its annual-raalysis of U.S. indusry, uses av measures to
assess the profitability of Americma industries: () after tax rate of return on eapi..
tal. and <2) idter tax prats as a percent of stockholders equity. Tbese measure
give a more accurate picture of the r l of an industry than the IT's fig-
umes on the pre-tax rarte of reters on mes sed in 0he Preident's report to Cou-
gres. I have compared the figures compiled by Forbes it its th" Annual Report
on Industry, released in January 1978, with figures on the fasteners industry pce-
pared in a private study submiftted to the Offie of the Special Trade Rpreoenta-
tire. These figures reveal that the proitabiW of the domestic fambefier iiustry is
lower than the average profitability of "all other" industry. The Agures asko reveal
that the profitability of the automotive fasteners sector of the fasesers industry,
which accounts for about a third of 11 fastemer sales, is considerably higher tbaa
that of the rest of the Lasteses industry. Isolating the profitability of these two
distinct sectors gives a truer picture of the profitability of the fastenersradhstry.
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TABLZ 1.-After tax rate of return on capit4-1977

Entire fasteners industry ------------------------------------ 7. 7
Automotive fasteners -------------------------------------- 13. 0
Non-Automotive fasteners ----------------------------------------- 6. 0
All other industry-- -......-. _ l2
Heavy construction..--12. 4
Electrical --------------------------------------------- 14. 3
Construction material and handling equipment -------------------- 11. 1
Vehicles ----------------------------------------------- 10.8Appliances--------------------------10. 7

TABLz 2.-After tax rate of return on etoholdera' equity

Entire fasteners industry ------------------------------------ 9.6
Automotive fastenersM.......- 18. 3
Non-Automotive fasteners ----------------------------------- 7. 0
All other industry ---------------------------------------- 13. 9
Heavy construction --------------------------------------- . 9
Electrical ---------------------------------------------- 19. 0
Construction material and handling equipment-....- 15. 4
Vehicles ----------------------------------------------- 15. 7
Appliances --------------------------------------------- 16. 5

It should also be highlighted that the industry's profit picture is only one indi-
cator of its health. The import relief provisions of the Trade Act of 1974 are also
concerned with employment which, in the fastener industry, is suffering. Every year
since 1973 the employment levels of the industry have fal len. Over 4,400 jobs have
been lost since 1974. Four plants closed during the last half of 1977.

Point #1 of the President's Report continues, "Furthermore, domestic producers
or their wholly owned subsidiaries imported or purchased 20-25% of total 1976 ship-
ments of imported fasteners in the United States."-it is reasonable to assume that
domestic producers are importing because imports are underselling domestic prod-
ucts to such a great degree. In this instance, it is likely that the domestic producers
are importing m order to stay in the market because domestically produced items
cannot be sold at the low prices at which the imports are offered. However, although
the business entity may remain viable through this practice there is a consequent
loss of U.S. jobs, revenues related to U.S. production of the fasteners, tax revenues,
etc.

Point #1 concludes that "The domestic industry, particularly firms specializing
in the production of automotive fasteners, has and should continue to benefit from
increased US. consumption of fasteners, -I would argue that this is a questionable
projection. Auto analysts in the United States are now predicting that automobile
production will decrease in 1978. Furthermore, higher gas mileage requirements
demand smaller and lighter automobiles, which obviously will be using fewer fas-
teners. The already realized benefits of increased consumption cited in the Presi-
dent's report are also dubious. US. consumption (in terms of quantity rather than
value) has been increasing from 1975 to 1977 but, taken in perspective it is only a
return to normal levels. Apparent consumption had been higher than t&e 1976 level
in every year since 1969 except one: 1971. While consumption rates are now ap-
proaching earlier levels, the US. industry is supplying less and the importers sup-
plying more of the product consumed. For example, in 1971 consumption was 1539
billion pounds of which domestic producers supplied 1243 billion pounds. In 1976,
consumption was 1.608 billion pounds, but domestic producers sup plied only 1.100
billion pounds. Thus, despite the increased consumption from 1975 to 1976, the
domestic producers shipped 143 million pounds les to the US. market in 1976 than
they did in 1971. Makmp the same comparison for imports, importers supplied
325 million pounds more in 1976 than in 1971. . ..

With regard to point #2 in the President's report regarding inflationary impact
of providing relief to the fasteners industry, it should be no that, in general the
cost of fasteners constitute significantly less than one-tenth of one percent of the
cost of production of automobiles, machinery and equipment. Therefore, a 100, 200,
or even 500 percent increase in the price of industrial fasteners would have a de
minimit effect on the total cost of the above-mentioned durable goods.
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In response to this point and to the third point, that "reemployment prospects
for unemployed fasteners workers are fair," I would call attention to the congres-
sional intent of sections 201-203 of the Trade Act of 1973 as outlined in Senate
Report (Finance Committee) No. 3-1298. The report reas: "With regard to the
effect of relief on consumers, the Committee feels that the goals of the Employment
Act of 1946 should be paramount. Unemployed persons are not happy consumers.
If the choice is between (1) allowing an industry to collapse and thereby creating
greater unemployment, larger Federal or state unemployment compensation pay-
nients, reduced tax revenues, and all the other costs to the economy associated with
high unemployment, or (2) temporarily protecting that industry from excessive
imports at some marginal costs to the consumer, then the Committee feels that the
President should adopt the latter course and protect the industry and the jobs
associated with that industry." The relief recommended by the ITC reflects the
Committee's intent.

In points #4 and #5 it is suggested that import relief might trigger foreign
retaliation and adversely affect US. interests in multilateral trade negotiations.
With regard to retaliation, it is only possible and its impact may be minimal. In
contrast to the known impacts on our domestic economy of our present import
policy, the retaliatory effects on our economy associated with the provision of im-
port relief are highly speculative. Moreover, the impact of retaliation, should it
occur would probably be spread out over a number of product sectors, which
would reduce its adverse effects, if any. I do recognize that U.. interests in multi-
lateral trade negotiations merit consideration. However, it is hard to see, given the
smallness of global trade in steel fasteners and the broad range of non-tariff bar-
riers to US. trade abroad, how the International Trade Commission's recommended
course of action would jeopardize our trade relations.

The sixth and final point of the President's report, states that "the appreciation
of the yen during 1977 will alleviate competitive pressures from Japanese fastener

,exports to the United States." Yet despite the appreciation of the yen in 1977,
information gathered by the- International Trade Commission indicated that im-
ports were underselling domestic products by margins of up to 70 percent. In
fashioning its recommendation, the Commission was aware of the appreciation of
the yen, but in light of the pricing practices within the U.S. fastener market, it
determined that a 30 percent ad valorem tariff was needed to remedy the present
serious injury being suffered by the domestic industry.

Apart from the specific statements in the President's report to the Congress, it
is important to respond to the implication, inherent in that report, that provision
of import relief for the steel fasteners industry is at odds with a policy of free and
fair trade. The sections of the Trade Act of 1974 that deal with import relief are
intended to serve as instruments for the orderly adjustment of our domestic econ-
omy to free international trade. The rationale for import relief, or the "escape
-clause," as it is referred to in the Senate Finance Committee's report on the Trade
Act of 1974, is based on the intent of Congress to protect, not inhibit, free trade.
According to this report, "The escape clause is aimed at providing temporary relief
for an industry suffering from serious injury, or the threat thereof, so that the in-
dustry will have sufficient time to adjust to the freer international competition." It
is not the purpose of this portion of the Trade Act of 1974, nor is it the intention

.of this resolution, to protect industries that seek to avoid international competi-
tion. As the Committee stated: "The escape clause is not intended to protect
industries which fail to help themselves become more competitive through reason-
able research and investment efforts, steps to improve productivity and other meas-
ures that competitive industries must continually undertake." The granting of
import relief to the fasteners industry is consistent both with the purpose of the
escapee clause" and with the free and fair trade principles to which our country is
justifiably committed.*

Finally, and perhaps the most important point to be made, it is. significant to
mention the national security problems posed by the decline of the fasteners in-
dustry. As a result of that decline, our nation's mobilization base for fasteners has
become more and more dependent on imports-45% dependent to be exact. This
dependence poses serious national security problems that the Federal Preparedness
Agency, acting at the request of the Department of Defense, has documented in its
recent study of the fastener industry. In a letter to Robert Strauss, the President's
.Special Trade Representative, dated February 3, 1978, the Acting Director of the
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federal Preparedne. Agency advises that, "I do not feel it prudent for national
policy to alow such import dependency to continue."

Because the steel fisteners industry is not protected by the reference price
system, it is especially vulnerable to import pressures. Experience has shown that
when we out basic steel imports we stimulate import problems in other sectors
of the steel industry. Particularly from a national security standpoint, as well a8 an
economic perspective, I am concerned that the fabricated steel industry will suffer
additional injury as a result of the President's decision not to stem the flow of
fabricated steel imports into the domestic market. First, the reference price system
will increase the costs of imported steel which the fasteners producers consume to
produce their product. Secondly, the reference price system does not apply to
fasteners, although, a vast majority of the imports of fasteners are fabricated from
carbon steel. Since reference prices will not apply to this form of steel import, it is
reasonable to assume that the domestic market will suffer further increases of
fastener imports, which will serve to aggravate the economic injury the domestic
industry is currently suffering and further jeopardize our national security position.

A number of people have opposed the Resolutions of disapproval on the grounds
t at the ITC data for the first half of 1977 -indicated, perhaps, that the domestic
industry's position was improving and that it was no loner necessary to provide
relief. As the President stated in his message denying relief, "domestic producers'
shipments ... had Increased in 1976 and the first half of 1977 ** 4."

Last night, the IT, in response to a request from the Ways and Means Trade
Subcommittee, provided data for the full calendar year 1977, thus up-dating the
major tables in the ITC's December report.

This full year data clearly indicates further deterioration of the domestic indus-
try's position:

Between the first half of 1977 and the second half, domestic production declined
by 13.4%; imports declined only 7.2% over the same period-thus increasing the
import penetration level from 43% in the firSt half of 1977 to 44% for the full year.

The industry's utilization of productive facilities remained at 51% for the full
year.

While the use of net operating profit to nst sales is a very poor way to measure
profits in this capital intensive industry, the full year data indicates a sharp decline
in such profits. The profit for the first half of the year was 10.4%-but for the full
year it was 7.6%, reflecting a decline in sales of 21% and a decline in net operating
profit between the first half and the second half of 1977 of 69%.

Finally, employment continued to decline. Average employment in the first half
of the year was 12,903 and in the second half was 12,5.

US. IWUNATMAt, TRDEc COMMiSSON,

Ron. ChARS A. VAri~, Washington, D.C., April 8, 1978.

Committee on Way* and .Means, Suboommittee on Trade, U.8. Houe of Repre-
Bentat ves, WaO woU , D.O.

Dr MiL CHAaaLw: In response to your request of March 1, 197, I am pleasedto forward herewith statistics on capacity utilizatio domestic production, pro-
ducers' shipments, domestic employment, and profit/oss data for bolts, nuts, and
large screwed of iron or steel for the year 1977. For convenience of comparison, we
have updated the statistical tables presented in our published report on investiga-
tion No. TA-201.-, Bots, Nuts, and Large Screws of Iron or &teel.

Please continue to call on us whenever we can be of assistance to you.
I hoe you have a uioe day.

Dimu Mmcw, 1as himan.
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TABLE 1.-BOLS, TOi, AND LARGE SCREWS OF IRON OR STTEL: U.S. PRODUCERS' SHIPMENTS, IMPORTS FOR
CONS4WMPTON, .XtIOTS Of -DOMfSTtC WRCHAfOSE, ANO APPAMRM CO"SlmPTIOI, I lYPEI , 1169-77

toantity In thousands of pounds; value In thousands of dollars)

imprt S-

Producer's Appeleut Apparent
Item and period shipments Imports Exports a 4 comumpion Shipments consumption

Quantity

Bolts and large screws:
1969 ------------------ 1,141,600 206,363 81,914 1,6, 249 18 16
1970 ---------------- 1 1,069, 401 224 ,' 77, 457 1,216,573 21 19
1971- -.------------- 978,961 215, 71,667 1,129,117 22 1
1972 ------------------ , 12,776 271k 64,855 1, 307 803 25 21
19731................4741653 ,038 2665 1, 106 28 23
1974 ------------------ 1, 217, 178 4 $29 127,350 1, SM, 2 39 30
1975 ------------------ 828, 3Zs 129. 39 Z, IL029650 40 32
1976--------... - -- I,7236 4,,4 150,078 L 205,242 54 39
1977 ................... ,12 4t1,140 106, 203 1,223,066 55 40

Nuts:
1969 ---------------- 340,307 16, 9 ; 13,134 492,834 49 34
1970.----------------- 26284 1, 11,691 4,655 59 39
1971 ------------------ 263,53 163, 415 11,560 415, 390 62 39
1972 ----------------- 303,086 161.682 17,0e0 5021 a4 41
1973 ----------------- 309,0174 2 21,730 532, 9 70 43
1974 ................... 312,173 301, 31,802 581,984 97 52
1975 ----------------- , 172 =I5 038 43,480 366,730 106 56
1976 ------------------ 219,145 2. 39.3 47,191 402,344 105 57
1977 .................. 214,784 776 52,062 388,498 105 59

Total:
1969 ------------------- 1,482,107 372,024 048 1,7 03 25 21
1970 ------------------- 1,367,686 400,69 6,148 , 31 29 254
1971-----------------31,242,486 379,248 21 1 W73:014
1972----------------- 1,415,865 474,194 102,945 1:m,01 42
1973 ---------------- 1,499,7 544,563 124, 3 1 M,1W
1976 ......... ----------- 1,100,361 70&4 34 i 7 22 6 1 3
1974 ----------------- 1,5029,3MOS1 76 1 19,1 686
975 ------------ 1 , X0,0 704,474 129, 31071977 ------------------ 1,112,913 726,W6 216,2 6 1,611,564 64 44

Value

Bolts and larp screws:
1969 ................... 541,660 5,129 36,856 340,433 7 7

I90 ___----- 4K575 4289 36,462 606,1729
1971 ................. 4 43,8= 317 218
1972 ------------------ a, O 161 114 16,.11 11

1977 ................. 710 1 u87,100 783,334 22 20

1970 ................... 1061 6,664 24 96604 20

3------2 7. 771 , 2

195-------- ----------- 2v'Ms 2332 33,28 39

1976 ................. -"t W ,1Mf
1977 ........ 4... ,5, 22, 19 0 M354,65 25 287M ................. 19 V 3,0M65is60 .7 ................ s 3 IW l 4,18 t 20,WX21977---------------23,222 02 74 1,28 42 23 2

,9
197 ................... 89 11,22 2,54 2539 2

1970-----------.... 947,703 85, 100IS 3 00'02
1971---------------660y934 2,339 4461 696,527 133

768,66 -- 3,46 51,4----o M2 36 34,674 35 2
907........,. 972 M 6,314 U.152 1,28 34 27

o-----_---------- 6, =:R I ,1~ V.47 1

' Quantity does not Include nu Its, and screws Imported fheet duty from Canada une the AesovoPout

Trade Act (APTA); quantity of such articles Is not reported In the officil statistics of th.Y.S. Depitme Oat4
VlUe of Imports includes bolSts, nuts, and screwslImporteG free of dt from Canada (AI A). _. ..

ficilIXo saitc fteUS eateto CmecteTU tm otiigsrw r4 oI

'2II~des screws, rivets, washers, and similar articles, It Is estimated by the staff of the U.S. International Trade..Com-
mission that large screws of Iron or sta accounted for approxlmtly 60 pct of total exports, by quantity and about 45 pct
by value, of total exports.

Source: U.S. producers' shlpments compiled from data submitte d In repo nse to questionnaires of the U.S. InternationaTrade Commisi nde; Imports and Ixpopot compiled from a satisics of the US iepatmet of Commwe

29-428 ---7S----4
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TABLE 2.-OLTS, NUTS AND LARGE SCREWS: U.S. PRODUCTION AND PRODUCERS? CAPACITY' 1972-77

Item 1972 1973 1974 1975 1976 1977

Bolts and large screws:
Production ...... million pounds.. 1, 107 1, 140 1,216 U41 879 887
Capt ------------- do-._. 1,569 1,481 1,545 1, 553 1,651 1,598
Rato of production to capacity-

Nut: percent.. 71 77 79 54 53 56

Production.. million pounds.. 312 280 317 201 211 208
capacitya-- -- do.... 442 427 475 513 538 533
Ratioofproducon tocapadty

Toa:percent.. 71 66 67 39 39 39Total:
Production.... million pounds.. 1,419 1,419 1,533 1,042 1,091 1,095
a.p.t to..... . do...-.... 2,011 ,910 2,020 2,066 2,189 2,131

percent.. 71 74 76 50 50 51

'Capacity Is defined as the normal sustained production that can be achieved on an annual basis and Is based upon a
firm's average product mix during 1974-76 with allowance made for anticipated maintenance down time.

Source: Compiled from data submitted In response to qvestionnaires of the U.S. International Trade Commission,

TABLE 3.-PROFT-ANO-LOSS EXPERIENCE OF 41 U.S. PRODUCERS ON THEIR BOLT, NUT, AND LARGE
SCREW OPERATIONS, 1972-77

Item 1972 1973 1974 1975 1976 19771

Bolts, nuts and large screws:
Net safes...thousands of dollars.. 499, 674 634,653 852,613 680,151 692,694 694, 280
Cost of goods sold.........do.... 405, 449 499, 332 611,822 494,344 524,326 552,879
Gross profit.... 94,225 135, 321 240, 791 185,807 168,368 141, 401
Selling and administrative

expenses......... do..... 67,117 75,952 94, 607 85,653 89,708 88,548
Net operation$ profit ....... do... 27,108 59, 369 146,184 100,154 78,660 52,853
Otherincomeor(expenses)do... (1,775) (392) 515 (210) 145 (411)
Net profit before Income

taxes .................. do.... 25,333 58,977 146,699 99,944 78,805 52,442
Ratio of net operatIng profit to

not se........percent.. 5.4 9.4 17.1 14.7 11.4 7.6

' Proft-and-loss data were submitted by 37 producers. These producers are representive of the indusy.
Source: Compiled from data submitted In response to questionnaires of the U.S. International Trade Commis<jn.
NOTE.-Owing to a different sampling of U.S. producers, data reported above for the years 1972-74 may difer from

data published In USITC Publication 747, Bolts, Nuts, and Scrme of Iron or Sted.

TABLE 4.--AVERAGE NUMBER OF PERSONS EMPLOYED IN U.S. ESTABUSHMENTS IN WHICH BOLTS, NUTS, AND
LARGE SCREWS WERE PRODUCED, TOTAL AND PRODUCTION AND RELATED WORKERS ENGAGED IN THE PRODUC-
TION OF ALL PRODUCTS AND OF BOLTS, NUTS, AND LARGE SCREWS, 1969-77

Productioe and related workers engaged
In the production of-

Total, all Botts, and
Period employees All products larg screws Nuts Total

1969....... . . 43,457 34,154 (') 20,232
.7.40,639 32541 1A 746

1971..... - - -3*624 30,744 17,210
1972.......-----40,073 32262 16, 858
1973.42092 33, 791 17,536
1974. ...... 42,342 34,497 13t 4, 17,390
1975 ..... 35,101 26977 10,016 3,357 1,373

7 .. 34,339 3,3 13077
1o77... ..... . .- - 35, 031 26,313 9,187V 3,6567 12,744

I Not avelabW
Source: Compiled from date submitted In response to questionnalres of the U.S. InWeato Trade Commission.
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Senator Rmicon'. Thank you very much, Senator Glenn.
Congressman John Anderson, please.

"STATEMENT 0F HON. JOHN ANDERSON, A RE RESENTATIVE IN
CONGRESS FROM THE STATE OPILLINOIS

Representative ANDERSON. Thank you, Mr. Chairman. I appreciate
very much the opportunity that you have given us this morning to

.appear before this distinguished subcommittee to testify with respect
to the domestic fastener industry. I think there is probably a little
friendly rivalry between your State and my own State and perhaps
the State of Ohio, so ably represented by the witness who preceded
me, Senator Glenn-a little friendly rivalry as to which of these
States figures most importantly in this tremendously important and
'very basic fasteners industry.

I think it is fair to say that each of us do represent States that are
more significantly impacted by this problem than other States. Ithink it is significant that we are considering this question in the
context of the news in the past few days of a record trade deficit of

"$4.8 billion for February 1978.
Like the gentleman who has just testified, the distinguished Sena-

tor from Ohio, Senator Glenn, I have never taken the role of an
arch-protectionist. As a matter of fact, in the almost. 18 years that I
have been a Member of the House of Representatives, I have nor-
mally voted for liberal trade policies on the part of our Government.

Despite that record, I make no apology for appearing this morning
to plead the case of the fastener industry and to make that plea in
the name of the national security of our country. I think there is a
very valid national defense argument that can be made on behalf of

-tenporary and limited tariff relief, as the International Trade Com-
-mission recommended.

I was just informed by some of the officials of our own intelligence
service that the Soviet Union, for example, is one of those countries
that is totally independent as far as the manufacture of nuts, bolts,
and screws are concerned. They are not dependent on other countries
for those very important items. As Senator Glenn has just testified,
it is important to note that 500,000 fasteners go into one single 747

.-and the average machine tool uses about 1,700 fasteners--items that
are basic to the defense and the security of our country.

I shall not repeat all of the figures that you, Mr. Chairman, have
just heard about the extent to which imports have penetrated the
American market. Instead, I would like permission to submit the
entire statement in the hearing record.

Senator RmicoFF. Your entire statement will appear in the record
as if read.

Representative ADEzaso;. While I do not want to be parochial, I
would like to cite some ex-amples in my own State of illinois, both
with respect to production cutbacks and plant closings due to the
fastener impoit problem.

The Universal Screw, the John Deere facilities, the smaller ARCO
products factory, are cases in point. In Rock Falls, which is'not in
my own congressional district but employs many of my constituents,
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the R.B. & W. factory has reduced employment by one-third since
1974.

On February 25, I received a letter from Mr William B. Cig4li_ o,
who is the vice president and the general manager of that particular
company, whir rtads as folotws:

Dear Mr. Anderson, I have just performed the unpleaeant task of authorizing the
layof of over 100 of our employees, some of whom reside in the district that you
repawnt. Our estimates indicate that for every wage-earner we must lay off, five
ethen will be affected. ,omne of these flue derive their income in industries th*t
funish us steel applies and services, some others are in biustries- and businesses
dependent on our employees for income.
Quoting further from his letter:

These layoffs are a direct result of the President's decision not to provide tariff
relief to our industry. This decision will have disastrous results, not only in the
fastener industry, but in support industries such as steelmaking, machinery, build-
ing and toolmaking. Contingent effects will be felt in many consumer industries
when domestic income is reduced.

Economic considerations aside, let me focus once again on the
national security aspects of a continued reliance on imports. I am
sure the chairman is aware of the study of the domestic fastener
industry conducted by the Federal Preparedness Agency, the agency
responsible for insuring that our industrial base is adequate to meet
essential needs in the event of mobilization for war.

In a letter to our U.S. Trade Representative Robert Strauss, the
acting director of that agency, Mr. Royal, stated, and I quote:

Our study conchtdes that, because of deteriorating dometic capability, a largely
increased level of imports would be reuired in the event of a conventional war.
I do not feel it prudent for national policy to allow such import dependency.

Mr. Chairman, in conclusion, -members of the subcommittee, I
would respectfully urge that you take the action that it is within your
power to take to stop the further deterioration of the domestic fast-
ener industry at the hands of a floodtide of import&.

I am happy that Senator Glenn, in his concluding testimony just a
few minutes ago, referred to the fact that La update n 1)77 statistics
prepared by the U.S. laternataial Trade Commisin do show that
when you examine the data for the /entire year that further deteriora-
tion i the position of this very important, basic industry did occur.

WbAle the Trade Act does encourage "Iree trade," eert&iy it dee
not do so, and was not tended to do so, at the expense of the health
of the very basic domestic industry that is vital to our natiwiaIsecure

Thank you, Mr. Chairman.
Senator RmicoFn. Thank you very -much.
Do you have any qeRstions, Senatr Roth or Senator Hansen?
Senator HANSEn;. I have just one question. I am sorry I ws not

here when you. began your statement, Mr. Anderson. What is the
percent of tese fters presently imported I

Reprweentative ANDEsoN;. About 45 percent of the domstic market
is now the result of imports.

Senator Ihwasx. We have a very similar situation in the oil in-
dust .

I have no further question&.
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Senator Rorm If I might just ask one quick question: 45 percent
*how does that compare with the last 2 years ? What's been the trendi
I know it as been up in the past.

Reprentative Ai OmmN. The trend has been to increase. It has
increased dramatically in the last 2 yas

Senator Ror. Well, as I recall from the fi.re---
Representative Arnaor. Particularly with respect to the Japa-

nese, for example, I think that of the $8 billion deficit that we, havewith them on our trade account, about $250 million or $O0 million
of that, a I recall, is because of the imports of Japanese fasteners.

Senator RmOTH. When you say 45 percent for importing, you mean
45 percent of present consumption, is that correct?

Representative ANvn w oN. Yes.
Senator Ro . That is for 1977
Representative AwmmsoKr. Yes. That is current figures.
Senator Roru And what would 1976 be I
Representative Am~mawo. We imported 43 percent of our fasteners

-n 1976.
Senator RoTir. I see. Thank you, Congressman Anderson.
Senator R=Tcorir. Thank you very much.
[The prepeed statement of Mr. Andersoa follows :]

STATZMNNT Or T13 HNo MAa J6KN B. ANmisnm
Mr. Chairman, distinguished members of this Committee, I welcome this oppor-

tunity to appea before you in support of a resolutim to oveide the President's
-decision to deny import relief to the domestic fastener industry.

I think anyone who knows my record in the C ogress over the last 17 years
knows that Iam not aa avh-protectins, that I have usually voted for h~mvi
trade policies on the part of the US. Government. And yet, i t" partieula is-stance, I make no apoo, for app before ywA to plead t a ad this
industry in the name of national security. There is a valid nattmWl defe aqi-
meat that can be made in support of at least temporary and limited twif reef, as

-the ITC has recommended.
Let me begin by sayWg that I am firmly convinced that if the Prekite de-

cisiai is allowed to stod, it can only meaw the contiwed seewau decline mad
-further deterioration of this bisie indoetry. It lies at the very bmkboue of the
Ameriem economy sinee everything is held torete by some kiid ed faster. You
have urdoubtedly heard these figures before, butnlt me repeat them became their
importance cannot be overlooked. An automobile wes 350 fatpneps, BosinI 747's
use 500,000, and a machine tool uses about 1700. Uortwabeiy, duh a v"i dus-
try has been badly hurt by the surge of imports in recent years. Since 1968, imports
.of nuts have risen by 138%, bolts by A%, and cap mems by 3W%. Last year,
imports accounted for $300 million in sales, almost 50% of domestic consumption.
'The impotit ar priced sbout 3(W below the Aier*sz-na - pde t. If these
trends continue, we could be almost totaly reliant on foregi sources within a
few years.

As a direct consequence of such imports, in Illinois we have seen both production
cut-backs and plant elm i such as those at the large Univermi Scrw and John
Deere facilities and the smaudler Arco Produets factory. Ia Ro.k Falk, the
R. B. & W. factory has reduced employment by one-third since 1974. A white 4n,
I received a letter from Mr. William B. Cigliano, Vice President and General Man-
ager of that particular company, wbieh rea& w folw 'o .k

"Dea Mr. And*ro: I have just piomed the umvlasaqt task of at mdi
the layoff of over 100 of our employees some oi whom reside i the dstri*t you
represent. Our estimates indicate that for every wap earner we must lay off, lve
others will be affected, Some of these five derive their income in indtstries which
furaish us steel, supplies, and service. Some others an In knebre and biuaeoW
dependemt on our employees for thei in o-e.
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"These layoffs are a direct result of President Carter's decision not to provide-
tariff relief to our industry. This decision will have disastrous results not only in
the fastener industry but in support industries such as steel making, machinery
building, and tool making. The contingent affect will also be felt in many consumer
industries where domestic income is reduced * * *.

I think this letter is concrete evidence that the President's decision to reject the.
ITC recommendations was a drastic mistake. We must override this decision. I
have heard figures indicating that if the relief recommended by the ITC were
granted, imports would be reduced by some 200 million pounds and 3,300 employees.
would be back at their jobs.

If this industry does fail, the nation as a whole will suffer. Our imports from
Janan figure prominently at one-quarter of our nation's overall trade deficit. We-
cannot allow this to continue.

These economic considerations aside, I would now like to focus on the national-
security aspects of a continued reliance on imports. I would like to bring to your
attention the study of the domestic fastener industry conducted by the Federal'
Preparedness Agency. This agency is responsible for ensuring that the US. indus-
trial base is adequate to meet essential needs in the event of mobilization or war.
It is also responsible for preventing a dangerous dependence on foreign sources of'
supply during national emergencies. I think it highly significant that the FPA
selected the fastenter industry as its first subject of study-because of its im-
portance in terms of national-security.

According to this study, an assured supply of fasteners is essential to a viable,
efficiently functioning peacetime or wartime economy. An unchecked continuation
of the trend of increasing imports as a percentage of consumption, the study notes,
could lead to 60% of U.S. fastener consumption being met by imports in 1985. In
its scenarios of a wartime economy, the FPA concedes that it is difficult to project
what the emergency requirements of fasteners will be or the reliability of supplies
during a war. However since current domestic production has failed to keep pace
with the peacetime U. economy, a continuation of current trends will make it
less and less likely that domestic industry can meet essential emergency require-
ments.

In a letter to US. Trade Representative Robert Strauss, FPA Acting Director
Ronald Royal states, "Our study concludes that because of deteriorating domestic
capabilities, a largely increased level of imports would be required in the event'
of a conventional war. I do not feel it prudent for national policy to allow such'-
import dependency."

In conclusion, Turge this Committee to act to stop the further deterioration of'
the domestic fastener industry at the hands of imports. While the Trade Act of*
1074 encourages "free trade" it does not do so at the expense of the health of
domestic industries. Where free trade injures a domestio industry, the Escape Clause
in the Trade Act specifically provides for limited abridgment of "free trade." If the
injury is not soon treated, it is sure to re~ilt in the death of this crucial industry-
and a resulting loss of thousands of jobs. I urge this Committee to act to save the
fastener manufacturers from extinction by using the statutory tool which Congress-
has provided for this very purpose.

Senator Rmicon'. Congresswoman Oakar.

STAThZENT OP RON. MARY ROSE OAKAR, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF 0HIO

Representative OAKAR. Thank you. Mr. Chairman, and members of
this distinguished Subcommittee on International Trade of the Com-
mittee on Finance. I am very grateful for the opportunity to testify
before this subcommittee concerning Senate Concurrent Resolution
66 to disapprove the President's decision not to provide import relief
to the domestic industry producing nuts, bolts, and large screws.

On the House side, i initiated a concurrent resolution and subse-
quently Congressman Vanik introduced a resolution for which we-
have 60 cosponsors to override the President's decision, largely be-
cause of the findings by the U.S. International Trade Commission-
that metal fasteners are "being imported into the United States in-
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such increased quantities as to be a substantial cause of injury to the
domestic industry.""

The need for import relief to the domestic metal fastener industry
has become urgently clear because of three important factors.

First: Import relief is recommended by the ITC as necessary to
protect American jobs.

Second: Import relief as strongly implied by the 1977 Federal
Preparedness Agency- Report, is necessary to protect our national
defense readiness.

Third: Import relief is necessary to protect the manufacturing
capability of our domestic metal fastener industry from further ero-
sion by unrestricted imports.

The rate of import penetration has increased steadily since 1969
so that today half the metal fasteners sold in this country, approxi-
mately half, are of forign origin. Between 1969 and 1977, imports
increased at an annual average rate of 14 percent, or 15 mMion
pounds per year.

More dramatically and significantly, domestic shipments--that is,
fasteners produced by our own industry and sold here-decreased
between 1969 and 1977 at an annual average rate of 38 million pounds,
or 3 percent per year.

As cheaply priced imports have taken over a larger and larger
share of the U.S. market, domestic producers of fasteners have
found it increasingly difficult to compete, the result being the loss of
employment of thousands of metal fastener workers. Some 10,0(
obs have been lost in the last 8 years and, in and around my district
n the greater Cleveland area alone, in the second half of 1977, four

metal fastener plants have been forced to shut down.
Mr. Chairman, I would like to submit several letters for the record

that I have from various companies who indicate that there will be
further layoffs because of the President's decision.

Senator Rnimcorr. Without objection, those will be included in the
record.

[The following was subsequently supplied for the record :]
RusaUZ, BUMAM & WARD, Inc.,

Mr. Ci~uze CAMPIS, Mentor, Ohio, February 18, 1978.

Cannon House Office Building,
Washington, D.C.

Dza MR. CAMP1SI: Confirming our telephone conversation of this morning,
following are figures relating to employment and shipments from the RB&W fac-
tory at Mentor, Ohio:

Index or
Number of standard'

hourly productCalendar year ending December employees idpmens

1973..--519 'NA
1974 ... - - -..- - - - - - 476 100%

---- - - -354 74
1976.. 338 63'1W.7....., "'-...---------........... 342' 31
Mont $*dleI:

Feb 197... .- - -..---...-..--. '2 ............

A urged March 1973.
'This indudes planned rn of e because of the Predeets dscs n wtto rntd rlef to our Industy.



We appreciate the Congrepwoman's ef o rt ii house support for the resolw-
tion she plans to fl this week to rever the det decision.

Please let us know if we can be of further asistance.
Saoe?*you",Aom M. Dmvoo.

Director, M etint vi .

RussEL, BuaaVu & WA, No.,Msnjo, 0146, February S7, 178.
]Ron. MARY ROSE OAZAR.
US. House of Reftesentdaives, Washington, D.C.

- DAR RE I'ENTATNVE OAXLW: I have been informed by our top managment that
it is neessary to Jay off over 1M of our employeeM. These layoffs are a dhvet reuIt
of pesiew Caller t deelma net to pqrkt IrW relief to wAr h%&tey.

As Eastern Regional Sales Manager, I can certainly relate t6 the ueuumem of
the problem. Our sales in the lat few yeam have siadly decreased and show no
promise of improving.

May we have your asistance in any Congressional ation taken to override
Y adiCartes deeiu.

Very truly you H
WARD

Salts Mfaenr-g aL

Rumss ,, BUUDSA & WAIZ Iiw.,

Hon. M~a RosE OAAR, Menor, Mia, Febvarp 28, 1979.

-Cannon House Office Bldg.,
Washinteu, D.C.

MAx: This past week v were eompeWll to edni our work fowee by 30
people at thi plant; e4, during the waeUtt of Monk) we will be redwoitig our work
fowe by an additional 30 people. Total employment at this plant then will, be
approximately 3 people compared to a leve- of approximately 60. people during
Januay, lB7S-the period befie famseW impOrt became a serious threat.

These recent layo.t a a didt resmJt of P d Cere' decisin mot to pro.
vide either tariff relief or impsr quam on Saslees i.mpeftd, ho *or eoumnt.

These layoffs i our industry come. at a tima whea the general buines condition
of this country is omund. Our employee have a very difcult time understanding
why the indwtry ia whieh they h worl ftor many year sudenly in this
position. Our only respond m sat the limdenSp of or nation cares very btl

.about, the Artuft of a. smal but very i t. t w ul= ;. ,
I do believe, however, that there are some leaders such as yourself who do care

about an industry that has played, a vital role in our mechanized world. Therefore
I am requesting ymir falt s e of, ay mitd aft e m ong aetion that, will
serve to override President Carter's decision. Prompt action on this issue is ob-
viously called km s te vwy eisleee of a small but vital industry is at stake.

YOUM ~ca" G. ftooq,

Representative OARAR. The metal fasteners industry is a vita! one,sieml led wor who, becausee of the time. reqt.ri4
to leayt ir techcal skills, cannot easily find employmnst M
di rent industry. As Members of C sgislato ad as
representatives, we have a serious responsibility to do for the people
what the people cannot always do for themselves. In this industry, as
well as in others, where thousands of American %b have been Ibst to
increased and increasing imports of products of every kind, we can-
not idly sit by and watch with indiffrence as lines form at the un-

,employment office.
Mr. Chairman, I do net wisk to sound wodramnatie r to bue

argum et om exaggerltn We ae not Jut dM g with m mA&
a rtios Or impersonal arithmetic. We redea with human
facts of dispossession, disruption and even thb despair tWt comes
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with forapa une npioyment. There is no good reason why our Govern-
amet, which is supposed to be the Government of the people, cannot

use the means at hand provided by the Congress in the escape clause
section of the 1974 Trade Act and recnmeadod by the ITC to pro-
tec American metal fater workers through a 5-year sliding scale
of tariffs on imported nuts, bolts and large screws.

Mr. Chairman, were Oongress to override the President and imple-
ment the ITO rcommndations, not only would additional layoffs
within the domestic industry be avoided, but about 2^)0 jobs could
be restored almost immediately bequse of increased metal astmer
production. Moreover, with import relief, we are told, another 5,000
obs which conceivably could Ie lost in the next 5 years without

relief, instead would be saved.
Thus, if we assumed that the highly-skiled metal ftener worker

earns a median wage of $12,00 and if we multiply that figure by
TAM0 jobs that we have rested, $96 million in *ges alone woulRd
flow into the economy as a result of import relief. Tis means that
Gover-nent would collect revenues from taxes on metal fastener
worked' incomes and that these Workers would not have to rely on

emploryinent compensation, a system already strained to the break-
ing point.

I was recently appointed to the Unemployment Compensation
Committee and, as all of you know, we spent $20 billion in unemploy-
ment aompensaion checks ast year.

In summary of this argument, then, import relief is desperately-
needed to project, American metal faster workers whose jobs are
at the mercy of unrestricted and subsidized foreign competitors.

The second point that has been elaborated upon by my colleWAe
and friend, Senator Glenn, and Cogesswan Anderson, is the fact
that the strategic-that fastener imports undermines the strategic
capacities of our own industry to provide adequate supplies of nuts,
bolts and large screws to meet national emerge cy requirements. A
wide range of military equipment uses thousands of metal fasteners
For example, our huge C5-A cargo planes use more than several
thousand fasteners for every-we use 2 million faatwrs for the
CS-A cargo planes and several -thousand fasteners for every tank that
is built.

Do we realy want to risk so basic a component to the perilous
circumstances of uncetM cpeude on our aies and tradiug part-
ners in a series ASCIa ris d perhps, aad ho; ly
this does not occur, hostilities I

The President Limself, in ejecting ii nevertess
directed the Secretary of the Tre sur to uitat* aa eKPodU -- &"
I stress the word expedited-national security invest im .er
section 232 of the Trade Expansion A4t of 1M to i the
extent to which met "M asteners and impolted tatut i hve thmt-
ened domestic self-sufficiency in emergency or wartime

The very fact that the PBrsidet Iound it moeaida-% to.
the ladt tha the Fed"ra Pztpu& Best ~ aoed

,a ta was a problem a nis argument th4 we med ou-
.vam iudar pioteame& frM the 1 a d to tb eaiona ecurity
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In January 1976, a letter to the Director of the Federal Prepared-
ness Agency from thq Deputy Assistant Secretary of Defense said
that:

The industrial fastener industry is one of the basic industries supporting civili"D
and defense requirements. If this upward owing of imports continues, we could
be almost totally reliant on foreign sources within a few years.

This means simply that increased levels of fastener imports signifi-
cantly reduces the capacity of our domestic industry to meet all
essential emergency requirements.

I will skip over the issue, elaboration of this issue, but I will sub-
mit the rest for the record. But I would like to get, without objection,
my third and final point is that metal fastener imports have caused
a 50-percent drop in domestic operating capacity, so that our own
fastener industry is functioning at only half its real strength.

This extremely low rate of capacity utilization in the form of vital
equipment and machinery and laid-off workers is especially dis-
couraging because of the capital-intensive nature of the fastener in-
dustry. To recover the high fixed costs associated with a capital-inten-
sive industry and to earn sufficient revenue to be profitable, domestic
metal fastener producers must operate the plants at a rate much
higher than 50 percent of overall capacity

.Net operating profits have declined sharply from $146 million in
1974 to just $40 million in June 1977. According to the December
1977, U.S. International Trade Commission Report, and I quote:

The ratio of Imports to production has Increased every year since 16. rising
from 25 percent in '69 to 65 percent in '76. The ratio was 67 percent during January
to Ju!y, 1977.In 1976 alone, U.S. import of nuts, bolts and large screws totalled 704 million
pounds valued at about $229 million.

Mr. Chairman, I will stop there, but I just want to conclude by
saying that I think it would be unthinkable in the most talented
country in the world that something as basic as nuts, bolts and screws
perhaps not be manufactured in our great country, the United States
of America.

Senator RIBIcoFv. Thank you.
Representative OAXAR. So I hope that this committee will look

favorably on the concurrent resolution offered by Senator Glenn
and, without objection, Mr. Chairman, I would Ile to submit, on
behalf of my colleague, Congressman Charles Vanik who is the chair-
man of the Subcommittee on Trade for the Committee on Ways and
Means, a response that he received from the U.S. International Trade
-Commission.

Senator RrsircoF. Without objection, I think that Senator Glenn
has submitted it. If he has, we do not want the same document
printed twice.

Representative eanxR. Thank you.
Senator RmicoFr. Thank you very much, Congresswoman.
Any questions I
Senator RenH. I have one quick question.
In Mr. Wolff's testimony, which is still to come, the statement is

made that communities in which fasteners are produced are mostly
large cities, such as Chicago, Cleveland, New York, and Philadelpia,
where there are generally alternative employment opportunities" for
unemployed workers.
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Would you agree with that statement ? I
Representative OAEAR. I am told by many of these 60 cosponsors,

many of whom represent more of the rural area that they nave in-
dustries concerning metal fasteners, and I do not believe that that isnecessarily the case. I think that there are small towns throughout
the country, Georgia, Alabama, Tennessee, that also produce metal
fasteners and are suffering in the same type of manner.

So I do not think it is just a so-called urban problem.
Senator RoTH. What I was particularly interested in, do you feel

there are alternative employment opportunities, for example, in
'Cleveland?

Representative OAKAu. Well, of course, we have had, and Cleve-
land, I think, is representative of many areas, it is a known fact that
once a person is laid off, for example, from the steel industry that
that person has no other alternative but to go on unemployment

-compensation, so I would not agree with that statement, Senator.
Senator RoTH. Thank you.
[The prepared statement of Ms. Oakarfollows:]

STATEMENT OF REPRESENTATIVE MARY RosE OAKAR

Mr. Chairman, I am grateful for the opportunity to testify today before this
Subcommittee on International Trade on Senate Concurrent Resolution 66 to dis-
approve the President's decision not to provide import relief to the domestic
industry producing nuts, bolts, and large screws.

I initiated a Concurrent Resolution in the House to override the President's
decision largely because of the finding by the US. International Trade Commission
that metal fasteners are, "being imported into the United States in such increased
quantities as to be a substantial cause of serious injury to the domestic industry."
The need for import relief to the domestic metal fastener industry has become
urgently clear because of three important reasons.
.First, import relief, as recommended by the International Trade Commission, is

necessary to protect American jobs; Second, import relief, as strongly implied by
the 1977 Federal Preparedness Agency Report, is necessary to protect our national

-defense readiness; Third, import relief is necessary to protect the manufacturing
capability of our domestic metal fastener industry from further erosion by unre-

* stricted imports.
The rate of import penetration has increased steadily since 1969, so that today

half of the metal fasteners sold in this country are of foreign origin. Between 1969
and 1977, imports increased at an average annual rate of 14 percent, or 50 million

.pounds per year. More dramatically and significantly, domestic shipments-that is,
fasteners produced by our own industry and sold here-decreased between 1969
and 1977 at an annual average rate of 38 million pounds, or three percent per year.

As cheaply-priced imports have taken over a larger and larger share of the US.
market, domestic producers of fasteners have found it increasingly difficult to

• compete, with the result being the loss of employment to thousands of metal
fastener workers. Some ten thousand jobs have been lost in the last eight rears.
In and around my district in the Greater Cleveland area alone, in the second half
of 1977, four metal fastener plants have been forced to shut down.

The metal fastener industry is a vital one, employing highly. skilled workers who
'because of the time required to. learn their technical skills, cannot easily find
.employment in a different industry. As Members of Congress, as legislators and
.Representatives we have a serious responsibility to do for the people what the
people cannot always. do .for themselves. In this industry, as well as ji others, where
thousands of American jobs have been lost to increased and increasing imports of
products of every kind, we cannot idly sit by and watch with indifference as lines
Iorm at the unemployment office. d loa t. b.s m

Mr. Chairman, I do not wish to sound melodramatic or to base my.arument on
,maggeration. bpt we're not just dealing with numerical abstractions or jlmperonal

.an metic..We are., dealing with hutmqn facts-of dijoueuion, disrutipon, an.d
-even the depair-that come with forced unemployment. I

There is no good reason why our government, which is supposed to be govern-
.ment of the people, by the people, and FOR the people, cannot use the means at
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hand, provided by Congress in the escape clause section of the 1974 Trade Act and'
recommended by the International Trade Commission, to protect American metal
fastener workers through a fiVe-year sliding scale of tariffs on imported nuts, bolts,,
and large screws.

Mr. Chairman, were Congress to override the President and implement the ITC
recommendation not only would additional layofs within the domestic industry
be avoided but alout 2,G0 jobs could be restored almost immediately because of
increased metal fastener production. Moreover, with import relief, another 5,000'
jobs which conceivably could be lost in the nextfive years without relief, instead
would be saved.

Thus; if we assume that a highly-skilled metal fastener worker earns an average
annual wage of $12,600, and if we multiply that figure by the 70 jobs that are
restored, $96 million in wages alone would flow into the economy as a result of
import relief. This means that government would collect revenue from taxes on
fastener workers' incomes and that these workers would not have to rely on un--
employment oompnensation, a system already strained to the breaking( point. In
summary, then, import relief is desperately needed to protect American metal
fastener workers whose jobs are at the mercy of unrestricted and subsidized foreigncompetitors.My second point is that our continued dependence on metal fastener imports

undermines the strategic capacity of our own industry to provide adequate supplies
of nuts, bolts, and large screws to meet national emergency requirements. A wide
range of military equipment uses thousands of metal fasteners. Did you know that
two million fasteners hold together, literally, each of our huge C5A cargo planes,
and that several thousand fasteners are needed for every tank built? Do we
really waat to risk so basic a component to the perilous circumstances of uncertain
dependence on our allies and trading partners in a serious national crisis, including
actual hostilities?

The President himself, in rejecting import relief, nevertheless directed the-
Secretary of the Treasury to initiate an expedited-and I stress the word "ex-
pedited"--ational security investigation under Section 232 of the Trade Expansion
Act of 192, to determine the extent to which imported fasteners have threatened
domestic self-sufficiency in emergency or wartime conditions. The very faet that
the President found it necessary to order such an investigation invalidates much of*
his own argument for rejecting import relief and compromises legitimate national
security quetons because of his own apparent misunderstanding of the close rela-
tionshp that domestic metal fastener production has to a credible national defense
in crisis situations. Permit me to be more specific in this regard.

In a January 1976 letter to the Director of the Federal Preparedness Apencyr
the Deputy Asistant Secretary of Defense said that, "the industrial fastener indus-
try is one of the basic industries supporting civilian and defense requirements * *
If tis upward swinq of imports continues, we could be almost totally reliant on
foreign sources within a few years." This means simply that increased levels of
fastener imports significantly reduces the caaci ot our domestic industry to
meet all emential emergency requirements. Tis alo means that projected short-
ages in fastener supply under lees favorable import condition dang an emergency
or in wartime are, serious enough to warrant concern. Let me illustrate this point
S Clearly as I can.

Japan presently accounts for about 75 percent of all metal fasteners imported
Into the United State. During projected Mobilisation yeas of 1977, 1981, and I,
the Federal Preparedness Agency estimates that Japanese exports of fasteners to
this country would increase at a constant rate despite readjustment of production
capabilities made necessary by wartime conAitions Yet, t eem y amzredI
flow of Japanese-made fasteners to meet our civilian and defense noee in only
theoreticall vald, because the truth is that imported fasteners from apnwulid
be endangered by Soviet air ead naval biarassment.

In a y national emergency in whdih a declaration of war is a pos'ilty it o..
tai ly is not unreasonable to wame that there would be some form f Soviet
action to disrupt the flow of stra tegic supplies to the United Bt" from thoe'
countries with whom we have frlndy diplomatic and trading ties. suwh as Japn
and the West uropean nations. In any worst-case scenario Involving our military,
Ad industry capacty to survive a national crisis without a dwroim dependence

on foreign supplier, i iri absolutely vitl that domestic producers be able to satisfy
our dedia seeds. Thetore, with an Industr as bsle an tIal to or
national security needs as tMe metal ?uther Indnstry, import relief is not mereW
a regue.toxa reoommensdS-but an urgent secemat.



25

My third and final point is that metal fastener imports have c'.tum a 50 pemcmt
-drop in domestic operating capacity, so that our own fastener industry is functio.
ing at only half its rema strength. This extremely low rate el capacity utilization, in
the form of idled equipment and machinery and laid-off workers is espeeiay dis-
turbing because of the capital intensive nature of the fastener industry. To recover
the high fixed costs associated with a capital inteisive and to earn suffi-
cient revenue to be profitable domestic met:,i fatener p ucer mut operate
their plants at a rate much higher than 50 percent of overall capacity. Net operat-
ing profits have declined sharply from 0i,46 million in 1974 to just $40 million in
June, 1977. According to the December, 1977 US. International Trade Commimion
Report, and I quote: "The ratio of imports to production has increased every year
since 1969, rising from 25 percent in 1969 to 65 percent in 1976. The ratio was 67
percent during January to July 1977 " In 1978 alone, US. imports of nuts, bolts,
and large screws totalled 701 miilon pounds, valued at ab:ouit 1$22 million.

In the face of this onslaught of imported fasteners, American prodouo hav
been forced to idle machinery and lay off employees. To become competitive agai ,
in the marketplace of their own country American metal fastener producers need
-the type of import relief recommended by the International Trade Commission.
Indeed, this recommendation of relief is in complete legal Econformity with the
escape clause provision instituted by Congrem as part of the 1974 Trade Aet to
protect American industries seriously threatened by foreign competition. The
Congress gave that authority in the Act to the International Trade Commison to
recommend such relief in clear-cut cases where increased quantities of an imported
article have been the cause of, or threaten to be the cause of, serious injury to a
domestic industry producing a similar or identical article. The ITC found the
American metal fastener industry to be such a case.

Mr. Chairman, by overriding the President's decision, we will not declare any
openin4 shot in a new round of trade wars. Rather, we wifi merely be asserting our
legislative prerogative to provide necessary relief, in accordance with legally estab.
lished procedures, to an industry vital to our economic and national security
interests.

The case for import relief speaks clearly enough for itltf. Mr. Chairman, I urge
you and the members of your subcommittee to support Senator Glenn and favor.
ably report his Concurrent Resolution of diapprovaL We mst act now, in both
HRouses, while the time is ours, to protect Ameriean worked, to proteet Amerioan
defense readiness, and to protect the American metal fatener industry itself. In
doing this, we will tell other Americans whose jobs ame threatened by imports that
Congress cares about them, too.

Thank you, Mr. Chairman, for allowing me this important opportunty to testify
here today.

Senator Rmicorr. Ambassador Wolff.
Mr. WoLrp. Mr. Chairman, members of the subcommittee, I bave

with me this morning Richard Heimlich, Assistant Special Trade
Representative for Industrial Policy, should there be any questions
that he could help with.

STATEMENT OF AMBASSADOR ALAN WILLIAM WOL, DEPUTY
SPECIAL TRADE REPRESENATIVE, ACCOMPANIED BY RICHARD
HEIXLICH, ASSISTANT SPECIAL TRADE NATIVE FOR
INDUSTRIAL POLICY

Mr. WOLFF. I appreciate this opportunity to discuss the President's
decision in the industrial fastener import relief case with you today.
I will attempt to stmmarize my statement very briefly, if I might.

Senator Rmxcorr. Your entire statement wil go in the record, Mr.
Ambassador, as if it Were read.

Mr. WoF?. As the committee knows, the U.& International Trade
Commission looks -at a much narrower range of factors than the
President is required to take into account. Superficially, 'this is-a
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very compelling-case for import relief. Imports went up by volume to.
44 percent of consumption; production is down; capacity utilization'
is only at 50 percent; aQ employment dropped 25 percent in the#
last 3 years.

Those are compelling factors.
But, upon further examination, this case is not all that simple and,.

as Senator Glenn said earlier, Bob Strauss' initial conclusion and
STR's initial conclusion, was that import relief ought to have been
granted, in a different form than recommended by the USITC, but
nevertheless, granted.

But consideration of the following factors raised some doubt. The-
President is required to make his judgment on nine specific national
economic interest criteria contained in the Trade Act.

First, he is to take into account a report from the Secretary of
Labor as to whether trade adjustment assistance or other manpower
programs will be utilized. Four thousand workers are already receiv-
ing such assistance and the programs appear to be capable of meeting
the needs of most of the displaced fastener workers during the fiscal
year 1978 and beyond.

Unemployed workers are located, largely-and we will have to.
supply additional figures for the record-in areas-where unemploy-
ment rates are below the national average, so that reemployment pros-
pects for most of the unemployed workers are reasonably good.

[The following was subsequently supplied for the record:]
With regard to the location of unemployed fastener workers and their reem-

ployment prospects I am submitting Table I which compares unemployment rates
for major US. fastener-producing areas with the national unemployment rate, as-.
of September 1977. Data collected by the Department of Labor in its adjustment
assistance report to the President on fasteners indicate that most of the currently
unemployed US. fastener workers should be located in these areas. As can be seen
from Table 1, the majority of these fastener-producing areas had unemployment
rates below the national average as of September 1977, so reemployment prospects
for most of the laid off workers in impacted areas are reasonably good.

TABLE L.-Unemployme n rates for U.S. fastener-producing areas I
Unem,

State and area:
Alabama: Birmingham SMSA
Connecticut: Hartford SMSA
Pennsylvania:

Pittsburgh SMSA.
Lebanon County, Pa-------

Pennsylvania-New Jersey:
Philadelphia SMSA .................................
Allentown-Bethlehem-Easton SMSA ...................

Michigan: Detroit SMSA.................................
Ohio:

Cleveland SMSA
Akron SMSA.......................................

Illinois:
Chicago SMSA --------------------------------------
Winnebago County-- -------------------------------

Indiana: Whitley County ---------------------------------
Minnesota-Wisconsin: Minneapolis-St. Paul SMSA..............
Califonia: Los Angeles SMSA------------------------------

Nationml-U.S. unemployment rate..............................
i September 1 unemploment rates (meaenally unamusted).
8oure U.S. Department of labor, Burema of labor Sttistics.

ratt -

5.4
5.5-

6.1
4.9-

6.91
5.2"
5.8

5.1
5.6.

t.3
6.1
2.5--
4.6
6.7
6.6,.
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* Mr. Womnm. The President found that the provision of import re-
lief would not have created, or saved, many jobs in this industry.
The range of estimates is from 700 to 2,000 jobs. There would have
been a substantial inflationary impact from having created those jobs.

The second factor the President must take into account is a report
from the Secretary of Commerce as to whether firm and community
trade adjustment assistance would be-available. No U.S. firms have
applied for assistance, nor have any communities. However, the
Department of Commerce estimates that 10 U.S. firms could be certi-
fiedas eligible for trade adjustment assistance benefits and they have
indicated that they will be in contact with each and every firm, each
and every establishment-180 of them in this industry-to inform
them of the availability of benefits which include loans to'individual
firms, technical assistance and consultant specialists on management
and technical marketing problems.

This is a varied industry and the health varies from one area to
another in terms of the type of production. Producers of automotive
fasteners generally have been highly profitable and so have producers
of specialized fasteners. It is worth noting that, while imports are up
by volume, they are down by value as a percent of domestic consump-
tion, and the domestic industry's prices, measured by unit value, have
increased 50 percent since 1973.

The third national economic interest consideration is the ability
of the domestic industry to adjust to import competition. The Presi-
dent determined that the 30-percent tarifs recommended by the
USITC would not have been effective in allowing domestic producers
of these items to recapture lost sales to imports.

Price margins exist of close to 60 percent in the bulk standard
fastener items. It is uestionable whether our industry could' ever
produce or recapture that part of the production.

However, production of automotive and specialized fasteners has
not been subject to significant import competition and here import
relief also would not have contributed to adjustment because, to a
large degree, such competition from imports does not exist.

In order to provide relief to this industry, the President would
have had to grant it on a blanket basis, to the industry across-the-
board as far as products are concerned, which would have resulted in
windfall profits to the stronger firms. He could not have segmented
out automobile fastener production or the production of specialized
fasteners.

The fourth criterion the President is required to look at is the
effect of import relief on U.S. consumers and on competition. This
was a principal area in which the President felt that the national
economic interest would not be served by the provision of import
relief.

The aggregate cost of providing this, relief would have been $57
million at a minimum and $179 million estimated at a maximum for
700 to 2,000 additional jobs; that is, roughly at a cost of $80,000 to
$260,000 per job. We estimate that this would have resulted in a net
job loss to the U.S. economy due to the impact on consumers.

The fifth factor that the President is required to look at is the
effect on our international economic interest. The major impact
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would have bean on JaaWn, which supplies thtee-quarten of dur
fastener imports and on Canad whih upplis 8 percent.

With respect to Japan, we currently have gotten a number %of
major commitments from that country to reduce import barriers to
exports of interest to us, and the impoition of restrictions by the
United States on fasteners might well have weaksnod support within
Japan for its efforts to meet these crucial commitments.

With respect to Canada, wo have a very healthy surplus, as a
matter of fct, on fastener trade. Exports have gone up substantialy
in recent years, including this last year, as show by the new USITO
data that became available last night

Canada indicated to us that sh would have responded or con.
sidered residing in kind, in closing off our market in anada if
we adversely affected Canadian imports to this country. So our
fastener industry might have been seriously affected by the pro-
vision of import relief in this case.

In a broader context, I -might say that major developed countries
have obviously been faced with increasing p r from imports
which have jeopardized U.S. jobs and each time the United States
retreats from its efforts to maintain an open trading system, we
invite other countries to do likewise. It is worth just mentiou1g
briefly what the record has been. Several cases have been before the
President. Shoes, a $1 billion case, in terms of trade coverage, im-
port relief was granted. Television receivers, an $800 million case,
imort relief wa ted.

CR radios, a $400 million to $800 million cae, import relief was
granted. We have a textile import program m place. We have a
trigger price mechanism On steel. Each of these areas involve several
billion dollars worth of trade.

In each of these cases, we believe relief from imports was war-
ranted. If you add to that sugar import relief, im effect we have
provided by the Congres relief on an additional $1 billion worth
of trade; specialty stee1, another $W00 million, And we have im-
posed relief on, not counting steel and textiles, $8.5 billion worth of
the cases that have come before the President and denied it in only
$350 million worth of cases

So, on a trade coverage basis, over ,0 percent of the cases coming
before the President, import relief has ultimately ben graMnted. Thr
larp t part of the $350 million worth of trade in which import
relief was not granted was the fastener case.

The question always in anting import relief is: Who is going to
pay the bill besides the U s. comer Our export industries would
either suffer retaliation or we would have to pay compensation in
terms of reduced harriers to foreign- imports for another industry.

That was another factor that was considered in this case as
adverse.

I might just add one thing in summary. There is a national
security investition proceeding in the Treasury, because a valid
point was raised as to 1rhether national security might be afectUd
in this case. A recent fact,--it is not in my testimony and has not
been previously mentioned, and the President did not have this
before him at the tie' he acted-is that the Japanese Government
has said to us that acting unilaterally, it has decided to attempt to
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stabilize fastener exports at reasonable levels through guidance that
will raise Japanese export prices to this market. That will be another
favorable factor with respect to the domestic industry.

One last point, if I might, and that is that I woul hope that the
use of the override provision in the Trade Act would be confined to
cases where it is not reasonable to reach -the conclusion that the
President has. On the facts of this case, I submit that reasonable
men could differ, but the President reached a reasonable conclusion
in this case.

Thank you, Mr. Chairman.
Senator RmicoFT. Let's examine your last comment. A nmjor

reason the administration rejected the Commission's recommenda-
tion for relief was the relatively high profit rate in the recent past,
better than 11 percent, accord to the President.

What would the administration's position be if the full year 1977
rate of return on sales was about 7 percent?

Mr. WoLFF. Well, I was *ust handed the figures as I walked into
this hearing and the second year, apparently--the full year figures
are down with the second-half year data to 7.6 percent. This is still
in the range of profitability of all manufacturing, and the second
lalf of the year may well reflect seasonal factors as well as some
weakening in auto demand which now appears to be picking up.

So one would expect the profit rates to increase back to trend,
which has been 10 to 11 percent.

Senator RIBIcoi7. Recently the President decided to increase CB
radio tariffs 15 percent in response to an ITC recommendation.
Would you distinguish for us the President's decision on the CB
radio case from his decision in the industrial fasteners case?

What were the criteria for national economic interest in the CB
case and the fastener case?

Senator HANSEN. Mr. Chairman, if I could interrupt, I am
intensely interested in your questions. The information ihad was
that, in the CB case, the tariffs were to be increased by 21 percent,
then 18 percent, then 15 percent. I was wondering if my information
was in error.

Mr. WOLYF. It is an increase to 21 percent by 15 percent above
the 6-percent current duty. It is an additional 15 points on top of
the existing duty of 6 percent in the first year, phasing down to
18 and 15 in the 2 subsequent years.

Senator Rmicon'. Will you tell us the difference of economic
interests in each case y

Mr. WoLi. Several major factors were involved in CB radios.
Imports in 1 year exceeded all of U.S. consumption, which is a
massive flood of imports in that case. As far as inflationary impact
is concerned, CB radios are an end consumer product. Price in-
creases, if any, would not cause a ripple effect throughout the
economy as in the case of fasteners--as fastener price increases
would, fasteners being used in a whole range of intermediate in-
dustrial production.

The stocks of CB radios in everyone's warehouses are immense,
and therefore the inflationary impact would be likely to be very
limited for that reason as well.

29428--78----
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Half the firms went out of business in the CB radio industry;
there were five firms capable of making substantial recovery. There-
fore, it was felt that the provision of relief would have an effect.
In the fastener case, it is not clear that the U.S. industry can ever
adjust to the import competition in the so-called standard fastener
items, which are the very inexpensive, bulk, large-scale fastener
production runs.

I would say that those were the major distinguishing factors.
Senator RmIcoFr. Let me ask you, what share of Japanese exports

of industrial fasteners go to the U.S. market as compared with other
major markets for Japanese fasteners ?

Mr. WoLFF. I do not believe we have that figure with us, but we
could supply it for the record.

[The following was subsequently supplied for the record:]

TABLE 2.-JAPANESE EXPORTS OF INDUSTRIAL FASTENERS

[In thousands of dollars

1977 1976 1975 1974

Metric United Metric United Metric United Metric United
tons states tons States tons State" tons States

World ..................... 354,167 $322,838 333, 572 $263, 691 244,723 $202, 903 336.152 $371,553

United States------------295,327 243,395 282,393 2091 144,107 29,739 31 891
European community........ 9,727 12,501 6,789 8334 6, 899 6,384 3,058 4,568

Total ................ 30,054 255,896 289,182 210,557 201,980 150,491 302, 797 321,459

Senator Ri IcorF. I think what you might find, and I am very
curious, that the Japanese intentionally concentrate on the U.S.
market instead of the Europeans, and the Europeans are able to
work out a quota system very easily with the Japanese, and we get
the brunt of it, generally.

Mr. Womin. I know of no quantitative import restrictions or
export restraints vis-a-vis the European market on industrial fas.
teners from Japan.

Senator RmxcorF. But they have their so-called gentlemen's agree-
ment between themselves. They make it quietly. That is why I am
very curious as to how much of the Japanese fasteners are going to
Europe and how much are coming to the United States.

Mr. WoLFF. As far as I know, only steelmill products are covered
by their agreement, but as you say, we do not have full data on any
of these agreements.

Senator RmicoFr. Let me ask you, what was Ambassador Strauss'
first recommendation? What was it specifically on the industrial
fasteners I

Mr. WoLff, It was a tariff rate quota, at 1976 levels with an over
quota rate at 80 percent for a period of 3 years.

Senator RmuiconF. The President generally takes Ambassador
Strauss' recommendations, does he not, on most of these matters

Mr. Wonm. Well, his batting average has been reasonably-good in
most areas. But in reviewing the factors in this case further, Am-
bassador Strauss came to support what the President ultimately did.
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Senator RmicoFF. Was Ambassador Strauss careless with his first
recommendation, or did he study that very carefully with the able

-assistance of you two gentlemenI
Mr. WOLFF. This is a case where one could go either way, I would

say, and various agencies often do on these cases. This was closer
than most. But there is a compelling case for import relief. I would
not say it was more compelling than the case against import relief,
based on the factors that I have outlined.

Senator RmicoFF. Senator Ioth.
Senator ROTH. As the chairman and you yourself pointed out,

the problem is primarily one of imports from Japan. Now, as I
understand your testimony, you say that the Japanese Government
has made a number of commitments to the Uniied States in order
to reduce its trade surplus by opening its market, to our goods.

Has there been any substantial improvements since those commit-
ments were made? Do we have any up-to-date information

Mr. WoLFF. There have been substantial increases in export pries
of the Japanese and this should have an impact. Of course, a lot of
this has to do with appreciation of the yen and the passthrough of
the increased dollar prices to consumers.

I believe that the February imports, were actually up. Whether
that was in anticipation of import relief being granted, I do not
know. It will take longer to estimate what the longrun impact of
the Japanese undertaking, or Japanese guidance, will be.

Senator RoTH. Was any consideration or effort made to try to
reach some kind of agreement to minimize, or limit, the imports from
Japan ? As I understand your testimony, one of your concerns is
that we have a favorable balance with Canada and other countries
and if we take restrictive action across-the-board, we will affect
these favorable relationships.

Was any consideration given to trying to make, shall we say, a
gentleman-s agreement with Japan in this area ?

Mr. Wowr. The difficulty in this case, just a practical matter,
even had the administration desired to do so, is that there are a
large number of small- and medium-sized Japanese producers. This
is not similar to steel where the bulk of steelmill product exports
come from six firms. There are several hundred Japanese firms
involved, and even if the Japanese Government had been interested
in this process, it would have been difficult for them to have entered
into such an arrangement.

Senator ROTH. There was not a number of large, dominating
exporters ?

Mr. Woi . That's correct, there are not.
Senator RomH. I have no more questions, Mr. Chairman.
Senator RmrcoFT. Senator Hansen.
Senator HANsEN. Senator Roth asked the question that was on

my mind, Mr. Chairman. I was just wondering, Mr. Wolff, if you
might be willing to hazard any prediction as to a favorable change
that you anticipate will flow from these commitments made by the
Japanese Government in helping out our balance-of-payments situ-
ation with Japan.

Is it right that in 1977 we had between $8 billion and $9 billion-
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I have heard $8 billion and I have heard $9 billion-do you have a
figure on that, as to what our balance-of-payments outflow was?

Mr. Wour. I believe it was an $8.1-billion deficit with Japan.
They had a global current account surplus with everyone of some
$17 billion.

Senator HANSEN. So nearly half was with the United States?
Mr. WoLFF. That is right.
Senator HANsE N. Would you make any prediction as to what

would result from this commitment that Japan has made?
Mr. WoLr. It will take some time for any substantial shift to

take place. The yen appreciatiom works initially to swell the Japa-
nese export figures anad on the import side, the Japanese now mainly
import raw materials and there is unlikely to be a major increase
in sales of raw materials due to the appreciation of the yen.

What the Japanese need to do is to make structural cnges.
They are embarked upon a program of stimulating domestic de-
mand, building power generating plants, roads, hospitals, housing,
to shift Japan away from export orientation.

They have taken a number -of import increasing step. There was
a buying mission here that resulted in about $2 billion worth of
contracts. There are a number of steps. But none of them really
add up to, by themselves, the fundamental change that has to take
place through a change in attitude on the part of the Japanese
trading companies, banks, and government, to rely more on manu-
factured goods imports. That will take a while.

But there has ben a good deal of good will expressed in imple-
inenting the commitments made by Minister Ushiba to Ambassador
Strauss.

Senator HANSEN. I know that the Chairman has expressed on
several occasions the desirability of increasing the standard of
living in Japan and suggesting that one of the ways that that could
be accomplished, of course, would be by using more products that
come from the United States. We were told in January of this year
that, despite the very significant differences in the prices and values
of products, as they would leave the United States and as they are
made available in retail distribution in Japan, there seems to be a
significant barrier that must be overcome before the benefits of
lowered prices in this country can be translated directly into Japa-
nese consumers.

Is that your opinion also? I
Mr. WOLFF. Yes. The distribution system is a major barrier to

our trade. Beef, for example, sells for $30 to $40 a pound in Japanese
market, and obviously there is a great deal of demand for beef,
for citrus and-for consumer goods m general.

If we could get through the distribution system, bring down the
tariffs, which we are wor-ing on at the MTN, and reduce the other
nontariff barriers that exist.

Senator HANSEN. I have no further questions.
Senator Rmioory. Just to follow up, I have always been curious.

Who buys beef at $80 a pound I
Mr. WOLFF. Very few. Very few Japanese.
Senator Rmiorr. Well, why does it get to be $80 a pound ? It

certainly does not leave Wyoming at $30 a pound.
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I have often-no one asks that question. Tell me, what happens
to that beef when it leaves Senator Hansen's State and gets to the
consumer at $30 a pound. I cannot quite figure that out.

Mr. Woun. The Japanese Government has an import quota on
beef which is very restrictive. They, in effect, auction licenses to
import the beef and I do not know how much of an increase is
caused by that stage, but I suspect it is a substantial increase. Then
it goes through several more pairs of hands until it reaches the
consumer and it is often said that the Japanese have a low pro-
pensity to consume at those kind of beef prices, so it-

Senator Rmiconp. So would anybody. I do not know how much
beef you could sell anywhere in the world at $30 per pound.

Is this, would you consider this, a nontariff barrier?
Mr. WoiFF. Yes, sir.
Senator RmiconF. What are you doing about that in your negotia-

tions in Geneva, just that case where teef sells for $30 a pound?
What are you doing tbout that I

Mr. WoLP. We have done som,thipg both in the short term and
we are making a request, as well, in the Multilateral Trade Negotia-
tions in Geneva. In the short term, the Japanese committed--o facili-
tate the importation of an additional 10,000 tons of high quality
beef which is the type of beef that the United States supplies.

We are not as competitive in the lower priced rangs
We are trying to get that commitment implemented. A group of

U.S. beef industry representatives and Government people went
over to Japan to discuss the commitment. There was not too much
progress made, I must say, and the group from Japan will be coming

-back here this month to talk further on this question.
But we expect the Japanese to live up to their commitment in that

there will be 10,000 tons of additional high quality beef imported
this year in Japan.

In the MTN in Geneva, the trade negotiations, we have made a
request for longer term access to the Japanese market. This is still
a very small amount of beef, about one hamburger per Japanese
per year that we are talking about.

Senator Rmiconp. Well, now, let me ask you, if beef were sold
in Japan at the cost in the United States, would the consumption go
upinJan?

Mr. Woin'. Very substantially. The Japanese have not tradition-
ally been heavy consumers of beef, but beef is a good alternative
source of protein and with the 200-mile limit that has been adopted
around the world, there is less fish supply, and the Japanese people
could well turn more and more to beef as a source of protein.

Senator Rrnicorp. I think this is an outrageous symbol, beef at
$30 a pound. You know, it does not affect the State of Connecticut,
but it is a symbol of what we are dealing with and why you have
got such a distortion in trade figures. There are some of us expecting
to be in Geneva during the latter part of May, and I think this is
a symbolic problem that we ought to address.

Are there other items in which there is such a huge distortion in
one country that has a favorable trade balance on prices such as
that? Is there any other item but beef? What else?
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Mr. WOLFF. Well, I do not know offhand the price of citrus, but
there is a very, very tight quota on our citrus exports to Japan. The
price of automobiles multiplies by the time the cars are delivered
to Japan, going to the distribution system, being subject to a high
commodity tax similar to the excise tax that we used to have.

We would not sell enormous numbers of cars to Japan in any
event, but nevertheless, they sell quite a number to us, therefore,
it would be to their interest to lower the obstacles and, in fact, on
March 4 they lowered their 6-percent duty to 0 unilaterally. But
that is just a start, and there are still high duties on computers, other
goods where we are competitive and could hope to ship a good deal
to Japan.

Senator RmIcoFF. I think that was the problem when Ambassador
Strauss came before us to report on his agreement with the Japa-
nese, and I think there was general skepticism at this table for most
of the members at how you would translate these good intentions
into reality. It is very disturbing to all of us to see the continuation
of these huge trade deficits where the United States really cannot
continue to have these huge trade deficits.

You know, you come in to make these arguments that here Japan
is the one that exports the greatest amounts of these fasteners to the
United States and their trade balance keeps rising.

Mr. WoLrn. Progress in implementation of the Strauss-Ushiba
statement has been uneven. It has been uneven on our side. We
committed to energy legislation and reduction of our dependence
on foreign oil, which is of great interest to the Japanese.

It is uneven on their side in terms of their tariff offer in the
multilateral trade negotiations which was far from adequate, really,
wholly inadequate.

Their response to us
Senator RmicoFp. Well, Mr. Wolff, I agree that it is uneven. I

am for having an energy package, and I have gone along basically
with the President's program, but I do not know how you can com-
pare a trade balance with the United States and Japan of over
$8 billion a year and our failure to act on imports which hurts us--
I do not know what impact that has on the Japanese, that we have
failed to do something that helps us in our country. What has that
to do with the trade relations between the United States and JapanI
We do not sell them oil; we are not buying oil from the Japanese?

Mr. WoLF. The primary relationships are-and they are in-
direct-that the massive U.S. trade deficit is, in large part related
to oil, not wholly, but in large part-and that is A destabilizing
factor in the foreign exchange markets.

Senator Rmicon'. No, but that $8 billion of our trade deficit with
the Japanese, that $ billion has nothing to do with oil.

Mr. Worwr. Not directly, no.
Senator RmicoFF. I mean, that is such a huge distortion, and I

realize worldwide that our imports of oil affect our overall trade
deficit, but looking at Japan as our trading partner, it is so out of
balance that I think it is a very invidious comparison to use the
oil examples for our trade deficit with Japan.

Mr. WOLFF. Well, we have stressed primarily with the Japanese
their relations vis-a-vis the whole world. Everybody is in deficit
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to the OPEC countries, of course, and if one country, or any group
of countries, is in a major surplus condition, they put a strain on
everybody else. Wb are that much more in deficit because of the
Japanese.

Now, we did not diect our attention as much at bilateral balances.
We had a healthy surplus with the European Community, for ex-
ample, in bilateral trade balance. The Japanese have a very high
overall deficit.

It is really their global deficit that prevents the system from
evening out and causes a great deal of distress.

Senator Rmicoi'. You see, I think we have a deep concern-you
raised the point-I do not think you intended to raise it, but it is
a great problem. Because what you are really saying is that the high
cost of oil around the world is all being shouldered by the United
States because everybody is sloughing off that high cost on the
shoulders of the United States.

I mean, last week, in talking with David Owen in London and
he said that it was a wonderful thing that there was one country
willing to assume the burden of large trade deficits because of the
high cost of imported oil. And I responded to him, I do not think
that you and the other nations of the world have a right to assume
that the United States, by itself, is going to carry the world's burden
because of the high price of OPEC oil, and that is exactly what
is happening.

And all of the other countries, in one way or another, are manipu-
lating their trade to put their burden of the increased cost of oil
on the shoulders of the United States and that is why we continue
running these high trade deficits.

And I do not think the American people are going to continue
to be patient with the fact that we are the only ones who are basi-
cally undertaking that burden, when you look at the overall trade
balances around the world, and the dollar keeps going down and
it is under great strain and so they say that is supposed to help
our business. I do not see where it is helping our business at all.

The Deutsche mark goes up in value constantly, but they keep on
doing business and people keep buying German products. I think
that we have a deep problem here, and I hope that many of the
members of this committee can go to Geneva this May because I
think it is important to tell our trading partners around the world
that the American people and the Congress are not going to continue
supinely, and keep on smiling at these fantastic trade deficits we
are running, and the continued decline in the value of the American
dollar.

Senator Hansen.
Senator HANSEN. First, let me say how much I appreciate whatyou have just said, Mr. Chairman. Just parenthetica)Iy, there is one

thing we could do. It is not of tremendous overriding importance
but it seems, nevertheless, to me to make sense. Th5 United States
cannot take advantage, under present law, as I understand it, of the
opportunity to trade some oil with Japan because of the provisions
we have written in the law. It makes little sense, in my mind, for
us to bring oil down from Alaska, to take it acros., the Isthmus of
Panama and bring it on up the east coast and to have the Japanese
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taking oil from the Middle East around the circuitous route that
it has to go to Japan when we could do a little bit of trading and
save eve rybody a lot of dough.

Now I know that a lot of people do not agree with me on that
point, but I just have to think that it would make sense if we could
do some trading with Japan and take some of the oil that they
might be bringing from the Middle East and deliver that to our
east coast and to take some of the oil that otherwise comes around
this other way and goes that long way to the east and send that
over there.

I make this point because I hope, sooner or later, that we will
come to our senses and decide that we had better save both countries
a lot of unnecessary expense.

Senator RIBIconr. Senator Danforth.
Senator DANFOxrr. Senator, thank you very much for letting

me participate in the hearing.
Senator RmICoFF. You are always welcome, Senator Danforth,

and I would hope that more members of the Finance Committee,
even if they are not members, would join us. You are certainly
welcome.

Senator I)ANFOrm. Mr. Wolff, on March 18 of this year, Mr.
Strauss wrote me a letter on this question and in the letter he said
the following:

To have provided the relief recommended by the USJ.T.C. would have been
very inflationary, so much so that it could have generated greater unemployment
in other industries than the employment that would have been created among
domestic fastener producing firms.

Now, my questions to you relate to that statement. First, would
you please tell me what the effect of the relief would have been
on the consumer price index?

Mr. WoLFF. It is not directly reflected in the Consumer Price
Index. It is probably reflected in a number of areas in the Con-
sumer Price Index. That statement was based on the fact that our
estimates are that it would have cost $30,000 to $260,000, as a range,
per job, to put 700 to 2,000 workers back to work in the fasteners
industry.-

That means that the purchasers of fasteners, ultimately the con-
sumer, but first the firms using fasteners, would have had that much
less funds to buy other goods, or U.S. consumers would have been
deprived of that much demand for other goods which we estimated
could have resulted in a net loss to the U.S. economy in terms of jobs.

Senator DANFORTH. Well, will you please tell me how much
inflation would have been caused in percentages and would you
also tell me how many jobs would have been lost?

Mr. Wom n. Well, the--I do not know exactly, Senator, in terms
of the Consumer Price Index itself. A $57 million cost increase in
any area has to be inflationary, and there is a balance here of jobs
created and jobs lost. That is $57 million that people do not have
to spend on other goods.

Senator DANFORTH. Well, assuming it is $57 million, that. an
economist could translate that, could he not, into effect on the CPI?

Mr. WOLFF. I am not sure of the methodology. If it can be done,
we will attempt to do so and supply it for the record.
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Senator DAN.ForrH. Would you, for the record?
Mr. WoL . Yes, sir.
Senator DANFOrH. And also the effect on unemploymentI
Mr. WoLrn. Yes, sir.
[The following was subsequently supplied for the record :]

In response to Senator Danforth's request for further information on the deriva-
tion of our interagency estimates on the consumer cost and number of additional
fastener worker job opportunities associated with the provision of the USITC-
recommended import relief, I am supplying brief descriptions of two alternative
analyses which define the range of our consumer cost and jobs-created estimates.

Method 1: This analysis results in an aggregate cost to US. consumers of the
imposition of the USITC remedy of $179 million for the third (and middle) year
of the five-year import relief program. This analysis indicates that approximately
700 fastener production workers' job opportunities would be created by imposing
the USITC relief: thus, there is a $260,000 cost to US. consumers associated with
each additional job created.

The steps used to derive the above estimates are outlined below:
1. The value of US. consumption of ferrous bolts, nuts, and large screws is

assumed to increase from its $1.1 billion level in 1976 to $1.7 billion in 1980. This
increase in the value of US. consumption consists of a five percent annual growth
in US. fastener demand and a six percent annual increase in prices of fasteners
consumed in the United States.

2. The price of all US. imports of fasteners is assumed to rise by 21 percent
reflecting a complete pass-through (with no additional mark-up) of the tariff
increases by foreign exporters, US. importers, U.S. distributors and US. industrial
users of fasteners to ultimate US. consumers of fasteners. This 21 percent import
price increase represents a weighted average of the 30 percentage pint increase
in US. tariffs on nuts and bolts and of the 17.5 and 19.5, respective y, percentage
point increases in US. tariffs on lag and large screws implicit in the remedy
recommended by the USITC.

3. Roughly 30 percent of the US. market for bolts, nuts, and large screws con-
sists of specialized fasteners. This segment of the market faces little import com-
petition, so domestic industry fastener prices, production, and production worker
employment were assumed not to be affected by provision of import relief. The
same assumptions were made with respect to small and large automotive standard
fasteners (which were asmumed to together comprise about 20 percent of US.
consumption).

4. The remaining 50 percent of the U.S. fastener market consists of small and
large non-automotive standard fasteners (with 30 and 20 percent shares of the
TP. market. respectively). It was assumed that the current widespread price

differentials between imported and domestically-produced small nonautomotive
standard fasteners would persist in 1980, so that provision of 30 percent tariffs on
imports of these products would be insufficient to induce a shift from imports
to domestic production. The domestic industry is more price competitive with
imports of larger non-automotive standard fasteners. so provision of import relief
was assumed to generate increased domestic production and employment of work-
ers producing these products.

5. Domestically-produce-d and imported large non-automotive standard fasteners
were assumed tobe perfect substitutes. It was assumed that imports of these
itentu would continue (although at reduced levels) If import relief were
provided. In order to generate the maximum Increase in domestic large non-auto-
motive standard fastener production and employment (in response to the de-
crease in imports of these items), domestic prices of large non-automotive stand-
ard fasteners were assumed to rise by the same percentage as imports-21 percent.

6. A major part of the $179 million additional cost to consumers as a result of
Providing the USITC import relief is accounted for by the 21 percent price
increase in imports of small non-automotive standard fasteners. These increased
import prices are not accompanied by any increase in -domestic production of
these products and do not generate any additional domestic industry employment.

7. The import elasticity of demand was assumed to be -0.5. Thus. a 21 per-
cent increase in import prices would generate a 10.5 percent decrease in the quan-
tity of imported bolts, nuts, and large screws.

8. The 10.5 percent decrease in the ouantitv of U.S. bolt, nut, and large screw
imports (resulting from provision of the USITC import relief) would generate
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roughly a seven percent increase in quantity of US. fastener industry out put.
Ts increase in domestic fastener production is based on assumption of a dollar-

for-dollar substitution of imports by domestic production.
9. Each unit increase in fastener industry output, was assumed to generate

approximately an additional 08 unit increase in US. fastener production worker
employment. Thus, a seven percent increase in US. fastener output would cause
fastener production worker employment to increase by 5.6 percent. Based on
recent employment levels, this 5.6 percent increase amounts to a US. fastener
production worker employment level of about 700 greater than would have ex-
isted in the absence of import relief. Given an aggregate consumer cost of relief
of $179 million, the cost per jab created is thus roughly $260,000.

Method 2: This analyses results in an aggregate cost to US. consumers of im-
plementing the USITC relief of about $57-60 million for the initial year of import
relief and indicates that, at a maximum, about 2,000 fastener production worker
job opportunities would be created. Thus, the consumer cost per each additional
fastener production worker job created is about $30,000 at a minimum.

Assumptions used to estimate the aggregate consumer cost of implementing
the tariff increases recommended by the USITC include:

(1) no price increases on either imports (on an FOB basis) or domestically
produced fasteners *

(2) no increase in demand for fasteners by the US. industry over 1977 levels;
(3) complete pass-through of the tariff to users of bolts, nuts and large screws.
In order to estimate the impact of import relief on US. fastener production

work-er employment, estimates of the price elasticity of demand for imports and
the USITC tariff increases were combined to obtain estimates of the impact
of the USITC tariff increases on the volume of imports. The decline in the
-quantity of imports (resulting from increased tariffs) was assumed to be matched
by an equal increase in the volume of domestic production. The increase in the
volume of domestic production was then translated into an increase in domestic
fastener production worker employment by using average labor-output ratios for
US. nut production and US. production of bolts and large screws. These labor-
output ratios were calculated from USITC bolt, nut, and large screw production
and employment data for the period 1974 through the first half of 1977.

Using an elasticity of demand for imports of -0.5, the number of US. fastener
production worker job opportunities created by implementation of the USITC
relief was estimated to be slightly under 1,000 workers. However, using an import
demand elasticity of - 1.0 generates a larger decline in the quantity of imports
(as a result of the increased tariffs) and, thus, a larger increase in domestic
fastener production and production worker employment. Under the -1.0 import
demand elasticity assumption, the number of additional fastener productio, worker
job opportunities created would be about 2,000.

Estimates of the consumer cost per job created range from approximately
$30,000 under an import demand elasticity assumption of .- 1.0 to $61,000 using an
import demand elasticity of -0.5.

It should be noted that both Method I and Method 2 estimate the number
of US. production worker jobs created by import relief rather than the effect of
import relief on total US. fastener employment. USITC data on total employ-
ment at firms producing nuts, bolts, and large screws are overstated because they
include all workers at plants producing a variety of products in addition to the
industrial fasteners covered by this case. Data for production and related workers,
however, specifically indicate those employees actually producing the nuts, bolts.
and large screws covered by the USITC fastener escape clause investigation and

recommended remedy.
In response to Senator Danforth's question about the effect of fastener import

relief on the CPI, the Council of Economic Advisers estimated that implementa-
tion of the proposed USITC remedy would result in an increase in the WPI
of 0.007 percent. The increase in the CPI would be approximately the same. To
compensate for this inflationary impact, the US. unemployment rate would have
to increase between 0.014 and 0.042 percent. This increase is equivalent to putting
between 2.800 and 8,400 Americans out of work, and thus would offset the increase
in domestic fastener production worker employment resulting from provision of
import relief.

Senator DANFOMITl. My suspicion is that this is a very. much
exaggerated statement and that the effect on the economy would
be very close to zero. I mean, it is very hard for me to believe that a
30-percent going down to 20-percent increase in the cost of imported
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nuts, bolts and screws is going to have any real impact on either the
economy or on the employment, other than on the people who are
directly affected in that industry.

Mr. WoLF. I think the answer really is that, in any given case,
the inflationary impact can be absorbed. This is only $229 million
worth of trade out of something like what, over $150 billion worth
of imports that we take in each year. But, as I pointed out, we have,
as a Government, Congress included, granted relief in some $3.5
billion worth of cases. This is just an additional amount of inflation.
It is not much. It is an additional loss of jobs caused by depriving
consumers, including industrial consumers, of income.

Senator DANFowRT. But it just seems to me to be straining at
gnats because, you know, here we are focusing on a miniscule
item-which does have a great effect on the people who are involved
in the industry-and yet we follow other policies in our Govern-
ment which have a colossal effect on the cost of living and on
unemployment.

Mr. WouFF. Oh, I would not say that this was the dominant
factor in this case. There is more Nation in footwear, for example,
and that is 1.2 percent of the Consumer Price Index, and the Presi-
dent granted relief because he felt that there would be a substantial
increase in jobs and the cost per job was acceptable.

Here, with a $30,000 to $260,000 estimate cost per job, that cost
was deemed unacceptable.

Senator DATiOrrH. Could you tell me how that was computed?
Mr. WoLFF. That is, I believe, just dividing the $57 million esti-

mate of increased cost by the estimate of jobs created, 700 to 2,000.
Senator DANFORT. Could you also furnish us with the basis for

all of those estimates I
Mr. WoXF'. Yes sir.1
Senator DANFORT. What is the relationship between the trigger

price mechanism and the health of the fastener industry?
Mr. WoLrp. The trigger price mechanism has the effect of in-

creasing the cost of the raw material that these plants use, the
steel wire rod. And, to that extent, it makes this industry less com-
pctitive with imported fasteners.

Senator DAN OWRH, So this industry will be, in the future, ad-
versely affected by the trigger price mechanism?

Mr. WOLFF. Well, the issue of coverage of steel wire rod, if I am
not mistaken, is currently under review by the Treasury due to
some litigation that is just taking place, so I do not know what
the future holds with respect to coverage of that particular product.

Senator DANOirrE. If wire rods are covered by the trigger price
mechanism, would that have an adverse effect on the fastener
industry.

Mr. Worrr. In terms of depriving them of imports that are
probably below fair value, yes. There was access to, in effect, im-
ports that may well have been dumped-sold in this country at less
than fair value. The trigger price mechanism removes the possi-
bility of dumping, or, at least, triggers antidumping actions.

1See p. 37.
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Senator DANFOiri. But one of the adverse effects of it would be
specifically felt by this industry, is that not correct?

Mr. WOLFF. Yes. It would increase the prices, most likely, of
their inputs.

Senator DAINFOTrM. Would that put the fastener industry in the
future in a more precarious position than it is in now?

Mr. WOLFF. That depends on a number of factors, whether the
cost could be passed along. Twenty-five percent of this industry'soutput is to the automobile industry. It is largely a captive market
and the specialized fasteners are also largely domestically supplied.
There should not be an erosion in that area. There should be an
erosion in the bulk of the standard line.

Senator DANFONrH. Well, this industry does compete with, as
you say, Japan and Canada, is that not right?

Mr. Wour. That is right.
Senator DAxFomTH. And if the cost of ingredients, the cost of the

product, is increased as a result of the trigger price mechanism
applied to steel rods, then it would place the fastener industry in
an adverse competitive position, would it not ?

Mr. Woum. Well, the Canadians, I believe, have taken additional
steps, as well, to act against potential dumping of imports, so the
disadvantage, vis-a-vis- Canada, may not exist.

With respect to Japan, there is a lot of very inexpensive steel
and, undoubtedly, this is one of the major advantages the Japanese
have now and that margin of advantage would probably increase-
to the detriment of our industry.

Senator DAtmwm. Is it possible that another result of the trigger
price mechanism, in addition to increasing the costs of the products
to the American industry, would be that any unfair trade practices
now practiced by the Japanese with respect to other steel products
would be focused on those steel products that are excluded from
the trigger price mechanism, namely fasteners? -.

Mr. WoLr. There has been a finding that bounties or grants
have been accorded, subsidization by the Japanese and by several
other countries with rather small amounts of subsidies involved
that have been offset by countervailing duties

Senator DANForT I wotld like to get to that later, but I am
talking about the future now, rather than the past. I am talking
about the possibility in the future of dumping being channeled in-
stead of into other steel products, into the fastener industry.

Mr. WoLrF. The Customs Service is monitoring imports currently
of fasteners, including prices, and the Japanese Government has
issued guidance, as I mentioned, which may assure that, in effect,
the pressure of the trigger price mechanism is not translated through
to low priced imports of steel fasteners.

Senator- DANPOrT. When is it---can we, at this time, reach a
conclusion that this transfer effect will not take place?

Mr. WoLFF. No. I would say that we would have to continue
monitoring and observe whether Japanese prices continue to in-
crease. As I mentioned earlier, they have increased substantially,
which is probably primarily due to the appreciation of the yen,
but also because of cost increases.
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Senator DAsFOirrii. When, in time, would we be able to reach a
conclusion as to the effect of the trigger price mechanism, if any, on
unfair trade practices with respect to fasteners?

Mr. WoLu". Well, a trend would not become ascertainable, I
would think, before a number of months had elapsed. This system
went into effect around the third week in February, so it is still
very early to note the effects.

There-was a falling off of imports of most products covered by
the trigger price mechanism, I believe, but that may have been
due-at least in some areas--I think it is true in the Great Lakes, but
this may have been due to the fact that people stockpiled steel in
anticipation for the system's going into effect.

The trigger price mechanism makes all U.S. industries less com-
petitive that use steel to the extent that they no longer have access
to dumped steel.

Senator DANFOMRr. If the trigger price mechanism is effective,
will that not mean that less Japanese steel that is covered by the
trigger price mechanism will be imported by the United States?

Mr. WLF. That depends on a number of factors, including the
price behavior of our own firms. If Japanese prices increase and
domestic prices were stable, presumably there will be less imports.

Senator DANF6RTi. All right.
Now, then, if there are less imports of other steel products, would

it not be reasonable to assume that there would be more imports of
Japanese fasteners?

Mr. WoL"v. All other things being equal, I would assume so.
Senator DAN'FOR'T. But it is too early, at this point, to tell whether

or not the degree to which that would happen, is that right?
Mr. WoLPP. Yes, I would say that is right.
Senator DA^ro r. Has this possibility, do you know, been pro-

gramed into the President's decision -
Mr. WoLFF. Of the effect of the trigger price mechanism?
Senator DANFOnrrE!. Yes.
Mr. WOLW. Yes. It was an issue that was considered.
Senator DANOrTi. It was considered. What conclusion, if any,

was reached ?
Mr. WoL"v. That it was not sufficient to offset the other factors, for

example, the high cost per job of creating these jobs to indicate that
relief should be granted.

Senator DAxromwr. The so-called inflation unemployment effect of
this relief, then, were viewed as dominant over the effect of the
trigger price mechanism?

Mr. WoLff. Well, that, and as I say, the cost per job is not just
inflation but the relatively small benefit to be gained from the cost
to the economy and to the consumer in general of providing the
relief.

Senator DANFORTIr Well, we are not talking about the consumer
in general. We are talking about the people who are employed in this
industry.

Mr. Wom-F. Well, that, I think, is the difference between the U.S.
International Trade Commission's study, which is confined more to
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the health of this industry, and the President's determination. He
has to look at the effect on-

Senator DA1rFOiRr. Yes, and that is why I want to find out pre-
cisely what the inflationary and unemployment effects will be.

Now, let me ask you this. You mentioned countervailing duties.
There are right now countervailing duties, is that not right, on im-
ported fasteners?

Mr. WoLzr. That is right, from a number of countries, including
JaSeator DANIORT. Can you-tell me the extent of that, the per-

centage of that ?
Mr. Womff. They are really nominal. The amount of the subsidies

found to exist was very slight.
Senator DANFORT. So what would be the amount of the counter-

vailing duty f
Mr. Wor. It was .7 cents per pound from Italy, &T of 1 cent per

pound on Italian imports; the same with respect to-
Senator DAZFOWRr. Seven mills ?
Mr. WOLT. Seven mills with respect to Italy; 0.2. percent ad

valorem with respect to Japan.
Senator DANFOwT. .7 of 1 percent.
Mr. WoLF. Just short of 1 percent.
Senator DANYGoT. That would be very nominal, would it not?
Mr. WoLrr. Yes.
Senator DAwmomrr. Now, it is my understanding--and correct me

if I am wrong-that in the mid-1960's, there were a variety of differ-
ent subsidies provided by the Japanese Government to their fastener
industry, but that, in recent years, those subsidies have been very
modest, if they existed at all, and that what the countervailing duties
do not do is to compensate for market distortion resulting from
unfair subsidies which occurred in the 1960's and further, that those
subsidies in the 1960's, which took the form of accelerated deprecia-
tion based on export sales, interest-free loans, partial government
financing of new machinery and other export promotion programs-
those unfair subsidies are now bearing fruit in the form of a greater
than normal share of the fastener market by the Japanese fastener
industry. Is that correct I

Mr. Woum. That may well be the case. I think it has been true in
a number of industries and remains true in a number of industries
with Japan. I am told that the small countervailing duty that results
is because of the spreading out over a great deal of time and a great
volume of trade of the original subsidies, but that the countervailing
duties, although nominal, were designed to offset the effect of the
subsidization.

Senator DANmOmrm . But it is a very nominal subsidy and the injury
took place in the 1960's, is that fair I

Mr. Woir. Yes.
Senator DmIOm . Mr. Chairman, thank you very much.
Senator Rmiconr. Thank you very much.
Thank you, Ambassador Wolff.
[The prepared statement of Ambassador Wolff follows:]
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TEsTIMoNY or Amuasos AAN WM. WOLFF
DmPuTy SP cIL TAL RtMESU&NTATiVM

Mr. Chairman, members of the subcommittee: I appreciate this opportunity to
discuss with you today the President's decision in the industrial fastener import
relief case.

As you are aware, under the Trade Act of 1974 the U.S. International Trade
Commission determines whether a US. industry has been seriously injured or
threatened with serious injury and whether that injury or threat has been caused
substantially by increased imports. If the answer is yes in both cases, the Cim
mission recommends a remedy.

The law further provides that the President consider a much broader set of
criteria, and determine whether granting import relief and providing the remedy
recommended by the Commission is in the overall national economic interest.

In each "escape clause" case, the President is required to review nine national
economic interest criteria outlined in section 202(c) of the Trade Act of 1974.
Therefore I would like to discuss with you briefly each of these nine considerations
as they related to the review of the fasteners case.

First, the President is required to consider a report from the Secretary of Labor
on the extent to which workers in the industry have used or are likely to use trade
adjustment assistance or other manpower programs.

The Labor, Department report on fasteners indicated that over 4,000 workers
producing bolts nuts and large screws were already receiving trade adjustment
assistance benefits and that the Comprehensive Employment and Training Act
programs appeared to be capable of meeting the needs of most of. the displaced
fastener workers during fiscal year 1978. The Labor report also noted that, generally,
unemployed bolt, nut, and large screw industry workers are located in parts of the
United States with unemployment rates below the national average, so that reem-
ployment prospects for most of these unemployed workers are reasonably good.

The Department of Labor also reported that, despite strong automotive demand,
domestic fastener industry production worker employment might continue to de-
cline somewhat. While this was taken into account in the review process, the
President found that the imposition of the import relief recommended by the
USITC would not have created or saved many jobs in this industry, and that
providing such relief would have a substantial inflationary impact on the economy.

Second, the President must consider a report from the Secretary of Commerce on
the use or prospective use of trade adjustment assistance programs by firms or
communities.

The Secretary of Commerce reported that no US. firms producing bolts, nuts, or
large screws had applied for trade adjustment assistance benefits. The Commerce
Department report did indicate, however, that b . many as 10 U.S. firms could be
certified as eligible to receive trade adjustment assistance benefits, should they
choose to apply for them. No communities applied to receive adjustment assistance

benefits.
In the fastener industry, there is a wide divergence in the health of individual

firms. Producers of specialized and automotive fasteners probably do not need
trade adjustment assistance benefits since these firms are generally profitable and
have not been heavily impacted by imports. On the other hand the fact that 4,000
workers at 19 domestic plants representing eleven different US. fastener manufac-
turing companies have been certified as import-impacted indicates that there are
firms that could possibly be misted through trade adjustment assistance program.

The communities in which fasteners are produced are mostly large cities, such as
Chicago, Cleveland, Detroit and Philadelphia, where there are generally alternative
employment opportunities for unemployed workers.

The third national economic interest consideration is the probable effectiveness
of import relief to promote domestic industry adjustment to import competition.

For many inexpensive standard fastener items, imposition of the 30 percent tariff
recommended by the USITC would probably not have been effective in terms of
allowing domestic procedures of these items to recapture sales lost to imports. ThIs
is because of the substantial price margin that exists between many imported and
domestically-produced standard fasteners-price gins of nearly 60 percent on
some items, according to the USITC. Given these widespread price differentials and
the fact that the Treasury Department found only a limited government subsidiss-
tion of fastener exports to the United States, it is questionable whether the dones-
tic industry could ever produce standard fastener items at prices competitive with
imports.
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There is another segment of the US. fastener industry--generally consisting of
producers of automotive and specialized fasteners-where the industry has not
encountered significant import competition. Here, import relief would not have
promoted adjustment to import competition because to a large degree such com-
petition does not exist.

In the case of other products, US. producers might become competitive with
imports had the USITC recommended relief been provided and had the industry
used the funds generated by increased production and sales to make the invest-
ments needed to produce fasteners more efficiently. However, in order to provide
import relief to the parts of this industry where import relief might have been
effective in promoting adjustment to import competition, the President would have
had to have granted import relief to the entire industry. There are literally millions
of different types of ferrous bolts, nuts and screws produced in the United States.
It was not possible, administratively, to target import relief to the segments of the
domestic industry where it might have been effective.

The President is next directed to evaluate the effect of import relief on US.
consumers and on competition. This was a principle area where the President felt
the national economic interest would not be served by provision of import relief.
In the interagency review process, a range of estimates were developed of the
annual, aggregate cost to US. consumers of the imposition of the relief recom-
mended by the USITC. These estimates ranged from $57 million, at a minimum,
to $179 million. Analysis further indicated that imposition of the USITC relief
would have generated only an additional 700 to 2,000 job opportunities for fastener
production workers. Thus, each domestic industry job crested or saved as a result
of relief would have cost US. fastener-consuming industries, and ultimately US.
consumers, roughly $30,000 to $20,000. This would have been an expensive and
inflationary way to reemploy workers or generate additional employment.

Regarding the effect of relief on competition, it was concluded that imports
served to ensure that the domestic industry will be competitive in its pricing prac-
tices.

The fifth factor outlined in section 202(c) of the Trade Act is the effect of relief
on the international economic interests of the United States.

Provision of import relief would have had an adverse effect on our foreign
economic interests, especially, with Japan and Canada. Japan is by far the major
foreign supplier of fasteners in the US. market; about $160 million of its exports
to the United States would have been affected by fastener import relief. The
Japanese Government has just made a number of major commitments to the
United States in order to reduce its trade surplus by opening its market to our
goods. Imposition of restrictions on Japanese fastener exports might well have
weakened support within Japan for its efforts to meet these crucial commitments.

The United States has a surplus in fastener trade with Canada, our second largest
foreign supplier. The imposition of increased tariffs on Canadian fastener exports,
even though Canadian duty-free automotive fastener exports would not have been
affected, would have had serious adverse economic effects on the Canadian fastener
industry. Such action would have deprived Canadian fastener producers of the
economies of scale needed to produce both automotive and non-automotive
fasteners competitively with US. producers. Provision of import relief would have
invited the Canadian Government to take similar action to protect its own fastener
industry. This is particularly significant since Canada comprises our largest export
market for bolts, nuts, and large screws.

In a broader context, import relief would have comprised a serious setback to
our efforts in the multilateral trade negotiations to open up the world's trading
system. We are now in a crucial phase of negotiating major reductions to trade
barriers in the multilateral trade talks in Geneva. The major developed countries
are faced with increasing pressures to close their doors to imports, thus jeopardizing
US. jobs. Each time the United States retreats from its efforts to maintain an open
trading system, we invite other countries to follow suit. We have taken that risk in
a number of instances--such as shoes, television receivers, CD. radios, textiles, and
steel-because in these cases relief from imports was warranted.

The sixth Presidential consideration is the possible effect of foreign government
retaliation or demand for US. compensation on other US. industries or firms.

The fastener escape clause case covers roughly $229 million of trade, based on
1976 import values. This figure excludes imports of Canadian fasteners entering the
United States duty-free under the US.-Canadian Automotive Product Trade Act.
Imposition of the USITC-recommended tariffs would have affected all of this $229
million in imports and our foreign suppliers of fasteners, including Japan, Canada,
the EC. India, Spain, and others, would have been entitled under Article XIX fi
the GATT to suspend trade agreements concessions substantially equivalent in
value to those affected by the provision of fastener import restrictions. Alterna-
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tively, the United States could choose to offer compensation (in terms of reducing
trade barriers on other US. imports) in order to forestall foreign retaliation.

There is no way to determine precisely whether a given foreign supplier will
indeed retaliate or request compensation as a result of US. Government action to
impose import relief.However the Canadian Government indicated to us that if
we imposed fastener import relief, it would seriously consider taking similar action
with respect to its own fastener industry.

Under the international rules of which we have taken advantage on more than
one occasion, the taking of an import restriction action allows others to retaliate
against our exports. This can be avoided by reducing duties on other products.
Whenever import relief is granted, the President and Con.ress must face the ques-
tion of which other United States industry is to pay the bill, either in terms of lost
export opportunities abroad or increased import competition at home.
. No import relief action is cost free, nor does it assure to the US. economy a net
increase in jobs. Any excessive restrictions go beyond what is internationally toler-
able, and become a protectionist response-to push the burden of adjustment onto
foreign countries.

World economic recovery is far too fragile and our overall national economic
interest is far too important to permit the resort to any restrictions that are not
fully warranted.

The next factor, the geographic concentration of imports, was not relevant in this
case because imported fasteners are widely distributed throughout the United States.

The President must also consider the extent to which the U., market is the focal
point for fastener exports due to foreign export or import restraints.

Jjpan, Canada and the EC each have higher tariffs than does the United States
on imports of bolts and nuts. Japanese tarifs on large and lag screws are less than
those currently imposed by the United States. We found no evidence, other than
tariff barriers, that caused the United States market to be the focal point of foreign
exvorts by reason of restraints on fastener exporta to, or on fastener imports into.
third country markets.

Finally, the President must consider the economic aid social costs to U.S. tax-
payers, communities, and workers if relief is or is not provided.

As I indicated earlier, economic analysis of this case indicated that imposition of
import relief would cause domestic fastener production worker employment to in-
crease by 700 to 2,000 jobs over levels that would have existed in the absence of
any provision of import relief. Each one of these jobs that was saved or created
would have cost roughly 830,000 at a minimum and 8260,000 at a maximum. This
far exceeds the amount of trade adjustment assistance currently being given to
unemployed fastener workers. And in the agregate, the consumer costs of provid-
ing the USITC-recommended relief were estimated to be at least $57 million on an
annual basis. This compares to the 5.4 million paid to some 4.100 workers in trade
adjustment assistance benefits over the period from April 1975 through December
1977.

It is difficult to measure the total cost incurred by U.S. taxpayers or communities
for each unemployed fastener worker. However, given the significant inflationary
impact of increasing employment in the fastener industry through provision of
import relief, the likelihood that the inflationary impact of import relief would
engender unemployment in other US. industries, and the small number of jobs in
the fastener industry that would potentially be generated by import relief, the
President came to the conclusion that the economic and social costs to US. tax-
payers, workers, and communities of import relief did not justify the potential
benefits of providing relief.

I would now like to briefly discuss one other important factor in the fastener
case--our country's national security interests.

The findings of a Federal Preparedness Agency staff report were fully and care-
fully considered in the review of this case. The President concluded that further
investigation of US. national security interests in fasteners was necesary. The
Treasury Department has already initiated, under sevtion 232 of the Trade Act,
the national security investigation ordered by the President. This investigation
will be completed within a six month period; in the interim, I do not feel that
domestic fastener production capability will significantly deteriorate, given recent
increases in US. fastener production, and demand for fasteners.

Finally, Mr. Chairman. I hope you will allow me a personal observation, al-
though one which is fully supported by Bob Strauss. More is involved in this
resolution to override the President's decision than its impact on the fastener
industry. It is also a question of how US. trade policy decisions are to be made.

I have devoted the last 9 years to trade in the U.S. Government. I joined STR
to draft the Trade Act of 1974. I spent the better part of two years with the Con-
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gress during its consideration of that legislation, including many hours with this
Committee. I therefore feel as strongly as the members of this Committee that the
joint effort that the Trade Act represents work well.

The Congress devoted a lot of time to the question of how the import relief
provision of the Trade Act would operate. The Congress set the guidelines and
then authorized the President to act in the national interest, reserving to itself the
opportunity to override that decision by joint resolution.

When should that override procedure be used? I would suggest that it not be
used in any case where the Congress merely differs with the President over whether
relief was warranted. If this were the basis for passing on override resolution, there
would be no real need to involve the President in administering the Trade Act at
all, because Congress could simply enact tariff increases following a USITC hearing.

Instead Congress proposed that the President administer the law. But, it reserved
for itself an override to correct a case, not where reasonable men could differ
(indeed the USITC split 3-1 on this case on narrower criteria than the President
must consider), but where the President is juded to have acted arbitrarily or
capriciously. This is the normal standard for judicial review of administrative ac-
tions, and it should be applied here.

The consideration of the above criteria that I have recited lead to a conclusion
that the decision was and is well-founded: It is reasonable to conclude that the
granting of relief in this case would be contrary to the national interest, that the
costs to this country would outweigh the benefits to the domestic fasteners indus-
try. On that basis, there are no grounds for an override, even if any member -of
Congress, or anyone else for that matter, feels that on, the same facts he would
have decided differently.

Mr. Chairman, this concludes my prepared testimony. I would, of course, be
pleased to answer any questions you or other members of the Subcommittee may
have.

Senator Rr3icoFF. The next panel consists of David Spoehr, Robert
Blinken, Richard Clayton, Peter Buck Feller, John Walker, Dale
Holl and Bernard Feldman.

Gentlemen, would you please identify yourselves so we will know
with whom we are talking. Please start from left to right, and tell us
what your names are.

Mr. Y m. Bernard R. Feldman, Industrial Fasteners.
Mr. Hou. Dale Roll, president of Darling Bolt Co., Warren, Mich.
Mr. CLArroN. Richard Clayton, executive vice president, domestic

operations, Standard Pressed Steel Co.
Mr. SrormR. David Spoehr, Russell, Burdsall and Ward, vice presi.

dent.
Mr. BLmimw. Robert J. Blinken, chairman of MITE Corporation,

New Haven, Conn.
Mr. FimuL. Peter Feller from the law firm of McClure and Trotter.
Mr. WALxmi John Walker from the law firm of Jones, Day,

Reavis & Pogue.
Senator Rmicor. Gentlemen, all of us are pretty well aware of

the problems here, and you have your material which will go into
the permanent record as if it were read. We have allocated 20 minutes
to you. Somebody can make the case and whoever wants to make a
contribution can, and then we might have some questions. Anyone
can answer the questions, or maybe all of you.

So, would youproceed, sir?
Mr. SpoEmt. Yes, sir, Mr. Chairman. My statement is 14 pages plus

some exhibits and I would like to read excerpts from that statement.
I believe I can keep it under 10 minutes. I will speak for the manu-
facturing group and then we have two distributors who have intro-
duced themselves to describe the distributors' interest.

Senator Rmicorn. All right, then, would you proceed accordingly,
sir?
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STATEMENT OF DAVID A. SPOEEI, VICE PR ENT, RUSETJL
BURDSALL & WARD

Mr. SPoPmI. We all have introduced ourselves. We very much
appreciate the opportunity to appear before you today and to speak
in support of Senate Concurrent Resolution 66. That resolution
wouldnimplement the import relief recommendation of the Interna-
tional Trade Commission, an independent bipartisan agency of trade
experts established by Cong . hfs

The Commission found that the fastener industry is suffering
serious injury because of rising imports. It determined that a tariff
increase was necessary to remedy that injury and so recommended
to the President.

On February 10, the President not only rejected the ITC's recom-
mended level of relief, but denied import relief altogether. This was
a cruel blow to our industry. As a result, we can e pect to see wide-
spread plant shutdowns and layoffs in the months ahead..

The problem is deadly serious, Mr. Chairman. Consider thee facts.
Imports of nuts, bolts and large screws have more .than doubled
since 1969. Imports now account for about 44 percent of the American
market as against 21 percent in 1969.

Close to 8,000 jobs have been displaced since 1969. This represents
an employment drop of more than 36 percent. Industry profits have
fallen sharply for 3 straight years.

In 1977, the industry s pretax profit on sales fell to--and this
number needs to be adjusted as of this morning-to 7.6 percent.

This is a disastrous profit level for a highly capital-intensive in-
dustry such as ours

The industry has been operating at about- 50 percent of its capacity
for the last 3 years. Since mid-197 alone, there have been six plant
shutdowns or major cutbacks in domestic production.

This includes my own company which, as a direct result of the
President's decision, is now being forced to lay off an additional 100
to 125 workers at our facilities in Ohio, llinois 'and Pennsylvania.

In December 1977, the Federal Preparedness Agency concluded a
42-year study that identified nuts, bolts, screws and other fasteners as
being critical to our national security. That study concluded that,
because of the import displacement of domestic fastener production,
a serious shortfall in available supplies would likely occur during a
period of national mobilization. -

In the words of the President, the FPA study indicated that'
domestic fastener production capability was inadequate to satisfy
U.S. requirements in a national emergency.' In light of these facts,
the denial of temporary import relief was totally unjustifie& It was
also wrong.in light of the congressional intent underlying the escape
clause provisions.

There have been only 4 out of 17 cases cleared by the ITO in
which some sort of import relief was extended. The denial of import
relief has been the rule, rather than the exception.

The reasons cited for denying import relief in our case are set forth
in the President's report to the Congress. Those reasons are simply
invalid. I regret to say that some are actually misleading.
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-- For example, one of the cited reasons is that domestic producers'
shipments in exports increased in 1976 and in the first half of 1977.
However, the point of reference is 1975, which represents an 8-year
low in producers' shipments.

It must be remembered that in 1975, the United States experienced
almost its worse domestic slump in almost 40 years.

The fact is that the level of producers' shipments in 1976 and 1977
were even lower than they were in 1969. Imports, on the other hand,
have enlarged their share of the American market in each and every
year, without exception, since 1969.

The remaining reasons for denying import relief are equally un-
sound. Rather than take the committee's time to present a detailed
rebuttal, we have attached our evaluation to this statement and it is
attachment No. 1. We do, however, wish to call the committee's atten-
tion to several particular points. First, the fact that trade negotia-
tions are in progress was given as a reason for denying import relief.
Surely Congress could not have intended this to be a Ieitimate
reason since it liberalized the escape clause provisions in the same
statute which authorized the President to conduct those same nego-
tiations in the first place..

Moreover, we do not understand how the executive branch can say
with any creditability that it is proper to deny relief because of trade
negotiations and then grant tariff relief in the recent CB radio case.

Second, an examination of the merits of the nuts and bolts case and
the CB radio case reveals a glaring absence of consistency in the
application of the law. It suggests that these executive branch de-
cisions are essentially arbitrary.

For example, a comparison of the basic economic data in both
cases over the period covered by the ITC investigation shows employ-
ment in the fastener industry has dropped drastically while employ-
ment in the CB radio industry has, in fact, increased. Profits in the
CB radio industry have generally been higher than the capital-
intensive fastener industry. Capacity utilization in the past 3 years
has been higher in the CB radio industry than in the fastener industry.

The percentage growth in the import share of the domestic market
has been far greater for nuts, bolts and large screws than it has been
for CB radios.

Under those circumstances, a decision to sacrifice the domestic
fastener industry side by side with a decision to help the CB radio
industry to survive seems entirely irrational. This is compounded by
the fact that the administration has stressed the additional cost to
consumers as a grounds for rejecting the ITC recommendations, yet,
in the CB radio case, it decided to raise the tariff on CB radios by
15 percentage points to-and this number needs cotrecting for the
record; it is 21 percent.

The additional annual cost of imported CB radios would be more
than twice as much as the additional cost of imported nuts, bolts and
large screws. It should also be noted that CB radios are generally
consumer products, while nuts, bolts and large screws are generally
intermediate industrial products.

This means that the direct effect of an increased tariff on fasteners
on consumers would be negligible. On the average, the actual cost of
the fasteners that hold an assembled product together is approxi-
mately I percent of the total cost of that product. Thus, even if the
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cost of all fasteners went up by 20 percent-to use an extreme ex-
ample-it would raise the cost of the finished product by only .2 of
I percent.

This speaks to the question that Mr. Danforth asked on the infla-
tion effect and Mr. Blinken would like to discuss that further at the
conclusion of my statement.

The job saving and job creation effect of the ITC import relief
measure would contribute about $96 million to the economy annually.
This figure is based on the fact that the average annual wage of the
highly skilled workers of this industry is $12,600. Thus, implementa-
tion of the ITC recommendation would more than offset the addi-
tional tariff cost of imported fasteners.

Other offsets include the fact that a tariff measure would provide
revenue for the Government and reduce its need to borrow. It would
also reduce spending by the State, local and Federal governments for
unemployment compensation and similar programs and perhaps the
most important effect of import relief would be to permit an in-
crease in the volume of domestic production, thereby facilitating a
more efficient use of plants and equipment.

This will lower the unit cost of domestic production, a savings
that will ultimately be reflected in producers' prices.

And finally, the President recited the statutory condition that
granting relief to the fastener industry was not in the national
economic interest. At the same time, the President ordered a national
security investigation on an expedited basis. Because of the FPA
study which, in essence, found that an economically viable fastener
industry iscrucial to our national security interests, it seems obvious,
then, that the national economic interest and the national security
interest are inseparable in this case.

Since 1969, the domestic industry have been losing an average of
1,000 jobs per year. There is no reason to believe that this patternwill not continue in the absence of import relief. Thus, by aproving
Senate Concurrent Resolution 66, this committee would by helping
to save 5,000 fastener jobs over the next 5 years.

In addition to the jobs-saving effect of affirmative action here,
about 2,500 additional jobs would be created. That figure derives
from the industry's rule of thumb that one worker produces .an
average of 60,000 pounds of fasteners per year.

Implementation of the ITC recommendation would enable the
domestic industry to produce an additional 150 million pounds of
nuts, bolts and large screws per year. This translates into 2,500
production jobs and does not include the secondary jobs created
by the multiplier effect in the economy.

Among other things, import relief would help to correct a series
of Government actions that have contributed to the industry's import
problems over the years. To begin with, the United States' tariff
structure itself provides an incentive for the importation of nuts
and bolts. This is caused by a tariff anomaly which exacts a higher
effective duty on steel wire rod than on nuts and bolts, the finished

-products made from wire rod.
The irony is that this inversion in the tariff structure produces

an effect tantamount to an import subsidy conferred by tbi United
States Government itself.
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The import of nuts and bolts was further stimulated by the volun-
tary restraint arrangements on steel which went into effect by the
late 1960's under State Department auspices. Those restraints forced
foreign mills to ship steels to the United States foreign markets in
the form of steel fasteners and other converted forms not covered
by the agreement.

Steel fastener imports rose markedly as they became an alternate
channel for the movement in international trade. To add insult to
injury, duty-free treatment was extended to nuts and bolts under
the generalized system of preferences in 1975.

Now, the trigger price mechanism is diverting foreign steel in
the United States markets in the form of industrial fasteners.

We requested the Treasury Department last November to cover
nuts, bolts and large screws within the scope of the trigger price
mechanism so as to neutralize its adverse effects. This request was
denied, and it is in our appendix.

The diversion of steel into fasteners has already begun. One ex-
ample involves the sale of steel wire rods by Japanese mills to
Taiwanese fastener makers at dumping prices. This gives the Tai-
wanese fastener producers a raw material cost advantage of sub-
stantial proportions.

We believe the recent heavy influx of fasteners from Taiwan is
largely attributable to this dunping practice. Unfortunately, the
Antidumping Act is written in such a way that it cannot be used
to address this problem and we reference appendix B of our state-
ment.

In addition, the Government has been woefully remiss in dealing
with foreign unfair trade practices, even in the face of conclusive
evidence in its possession. The tremendous growth of, Japanese im-
ports began in the mid-1960's as a result ofa Government industry
program to modernize, rationalize and promote the export com-
petitiveness of Japan's fastener industry, and we refer you 'to
appendixes C and D for the details of that.

Our-industry, therefore, has been competing against the Govern-
ment of Japan and not just the Japanese indiisry. It must be
remembered that our- industry is fragemented. Most of our com-
panies are small. Our trade association does not maintain Wash-
ington offices; it does not have the wherewithal to monitor unfair
trade practices abroad. For that reason, we did, not learn of the
subsidy practices until 1975 when it was too late to do much about it.

The Japanese industry had already reaped the benefits. It had
already achieved great economies of scale and competitive strength,
at our expense.

In 1977, the U.S. trade deficit with Japan was about $9.5 billion
and Japanese fasteners account for close to one-quarter of $1 billion
of that deficit. The magnitude of the deficit has caused the yen to
appreciate substantially against the dollar. By the end of 1977,
the yen had appreciated by about 22 percent.

This has provided no relief, however, because the prices of Japa-
nese nuts and bolts have not reflected the increase in the value of
the yen and, in fact, really did not go up at all in 1977.

We are speaking to you today, Mr. Chairman, on behalf of
12,500 American workers still directly employed in our industry.
The fate of our companies are in similar jeopardy as are the tax
revenues we are now paying at the local, State, and Federal levels.
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Thousands of jobs in supplier industries are also at stake. Equally
important, Mr. Chairman, is the national security of the United
States itself. These fasteners are indispensable to the production
of military hardware and virtually every type of essential civilian
manufacturing or construction activity in our economy.

We appeal to this committee. We urge this committee, for all
the reasons we have presented today, to support Senate Concurrent
Resolution 66.

I thank you, Mr. Chairman, and Mr. Blinken has a couple of
comments on the inflation matter that Mr. Danforth has questioned.

STATEMENT OF ROBERT . BLINKEN, CHAIRMAN OF THE BOARD,
AND CHIEF E OFFICER, MITE CORP.

Mr. BLInKEN. Mr. Chairman, I would like to try to answer several
of the questions that were asked of previous witnesses. First, Mr.
Chairman, I think you inquired as to the number or the quantity of
Japanese fastener production that is targeted toward the United
States.

The information that our industry has is that there are approxi-
mately 300 Japanese producers who work exclusively for the pur-
pose of exporting to the United StAes. The Japanese export approxi-
mately 670 million pounds of fasteners to the United States annually.
This translates into something approximating 8,400 direct labor
jobs in Japan, which are, for the purpose of exporting fasteners to
the United States and, since we are slightly more productive than
they are, something slightly less than 8,000 jobs not existing in the
United States which would were it not for this particular trade
situation.

Mr. Danforth asked about the inflation effect. Although Am-
bassador Wolff did not dwell on that question extensively today,
Ambassador Strauss in prior testimony and press releases and
statements from the administration in this case did waive the
bloody shirt of inflation rather vigorously.

Our industry has taken a very contrary position on this matter.
We were disturbed by these allegations and consequently last week
we commissioned Data Resources to Uo a computer run for us
using, I think, the same econometric models that the Government
agencies use on inflation effect.

I would like to submit that report for the record and merely
read one excerpt from it.

Senator Rmicon. Without objection, the entire report will go
into the record.

Mr. BLzNKEN. Thank you, Mr. Chairman.
[The material referred to follows:]

AN INPJT-OuTP T ANALYSIS Or THN DOMESTIC FASTUNE INDUSTRY

METHODOLOGY AND ASSUMPTIONS

The simulations contained in this report were carried out with an input-output
model of the US. economy developed at DRI. This model incorporates the struc-
tural interrelations among more than 450 economic sectors--incorporating the
sectoral composition of purchases and sales for each of these basic activities. This
model is used to simulate 3 levels of effects of a tariff increase on the domestic
economy-immediate, short-term and long-term.



The immediate effects (referred to as impact multipliers in the accompanying
tables) constitute the total domestic industrial activity increase necessary to
support an increase in the domestic output of the impacted industry. For ex-
ample, an increase in nuts and bolts production requires an increase in steel pro-
duction which in turn require inputs of mining, machinery, etc. The sum of all
such direct and indirect inputs to the metal fasteners industry represent an
immediate economy-wide effect of the increased domestic activity.

The short-term effects (referred to as induced consumption multipliers) and
the long-term effects (referred to as induced consumption and capital expendi-
tures multipliers) additionally incorporate the direct and indirect effects of per-
sonal consumption expenditures and capital expenditures in the impacted industry
rewpectively induced by the increases in personal income and returns on corporate
investment resulting from the impact or immediate effects.

The model used is based on 1972 technological relations (the latest year for
which such detailed economic information is available) but experience with chang-
ing technologies indicates that incorporating the present day technological rela-
tions, if it were possible, would change the aggregate results contained here by
very little-perhaps at most 5-10%. The model further assumes that increases in
personal consumption expenditures are proportional to the average industrial com-
position of personal comsumption expenditure and that the marginal propensity
to consume domestically-produced goods and services is 0.8.

It should also be noted that the employee compensation figures somewhat
underestimate the total wage salary impacts because they do not incorporate
proprietor and partnership income. These considerations generally increase the
total personal income to about 70-75% of the GNP impact.

RESULTS

The impact of the nuts, bolts and large screws industry on the national economy
is summarized in Tables I and 2. Table 1 represents the product, GNP, and em-

loyee corn sation multipliers under the assumption that tax revenues generated
y the tariff and the industrial expansion it induces are used to decrease the budget

deficit. Table 2 assumes that the deficit remains constant so that the government
either spends the additional revenue or returns it in the form of transfer pay-
ments or compensating tax reductions. It should also be pointed out that these
figures do not take into account increased capital expenditures in other industriee-
preliminary investigations indicate that under the assumptions of Table 2, this
multiplier could be larger than 4.

ONP EFFE( S

To determine the actual impact of the tariff in dollar terms these multipliers
must be applied to the increase in domestic sales arising from the tariff. Usiug an
estimate of this impact of 150 million pounds at an average domesticprice of
86 cents per pound (figures supplied by = es Wlson of the Industrial Fasteners
Institute) yields an immediate increase is domestic production of nearly $130
million. This would bring about a minimum increase of more th.$330 million in-
the gross national product. With government expenditures increasing in the pro-
portions with the increased taxes the GNP impact would reach neary S0 milon.
And this, accounting for induced capital exentures in other industries, could
bring the resultant to over $500 million.

INFLATIONARY EFFIZ'1

The direct impact of the proposed action on the general price level will be
essentially unnoticeable-in fact it should be less than a one-hundredth of one
percent increase in the WPI. In terms of individual products the immediate price
impacts will still be small. Only 195 of the over 460 product clauses involve inputs
of nuts, bolts, and large screws and for all but a handful of these products the
inputs are less than 1% of the total producers value-the largest being approxi-
mately 12%. Thus the largest impact on any single product would be less than
0.5% (%%) price increase-assuming that the foreign product constitutes its entire
input-or less than 0.1% price increase if its purchases of foreign product is com-
parable to that industry wide.

Furthermore, the model indicates that even if all these minor price increases
were passed on to all other manufacturers the change in the WPI would still be
far less than 0.1 (1/10) percent.

SUMMARY

The results can be summarized as follows:
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A. Assumnlg a total Impet e-.4130 million It the domestic production

Immudleft Skort-term Long-term
effects effects effects

GN ~I ~ n .: +)126 +11M +UwrM (paeo .................................................... <Q. 01 Ri (W0

B. Assuming that the triff stops further pe rations and yields a $200 mUllon impact on domestic production the

longer term

Immediate Short-term Long-trm

GNP (million) .................................................... -- 125 -350 '-$0
WPI (percent) ---------------------------------------------------- <.0 (0.01 ((0.1

TABLE I.-MULTIPUERS FOR THE NUTS, BOLTS, AND LARGE SCREW INDUSTRY

Transpor
Tt"ion Sartices

Agri. Con- Manufac- aed endculture Mining struction touring trades othw Tota

Impact multipliers

Production -------------------------- 0 0.05 0.02 1.73 0.10 0.15 ......
GNP -------------------------------- 0 .03 .01 .79 .06 .09 0.99
Employee compensation --------------- 0 .02 .01 .57 .04 .04 .67

Induced consumption multipliers

Production -------------------------- 0.13 0.09 0.05 2.61 0.54 1.03 .........GNP ---------------------------------. 05 .06 . 1.13 .38 .69 2.
Employee compensation ---------------- .01 .02 : .78 .23 .26

Induced consumption and capital expenditures multipliers

Production -------------------------- 0.15 0.10 0.09 2.83 0.62 1.15 ......
GNP -------------------------------- .06 .06 .06 1.25 .44 .73 1.t
Employee compensation ................ .01 .02 .04 .97 .26 .29 1.49

TABLE 2.-.MULTIPUERS FOR THE NUTS, BOLTS, AND LARGE SCREW INDUSTRY

Tramper.
tatlon Services

Agri- Con- Manufac- and and
cultu re Mining struction turing trade otr Total

Impact multip ws

Production ----------------------- 0 0.06 0.02 1.73 0.10 6.15 ......
GNP ---------------------.---------- 0 .03 .01 .79 .06 .09 0.99
Employee compeosato ................ 0 .02 0.1 .57 .04 .04 .67

Induced consumption multipler

Production ........................... 0.17 0.10 0.07 2.88 0.68 1.30 .........
GNP -------------------------------- .06 .04 1.23 .41 .10 2.75
Employee compensation ................ .01 .02 .03 .85 .29 .33 1.53

Induced consumption and capital expenditures multipliers

Production ........................... 0.19 0.11 0.10 3.19 0.77 1.46 ..........
GNP ................................ . 07 .07 .05 1.36 .55 .99 3.09
Employ co p .nsaon-.......- - -. 01 .03 .04 .94 .33 .37 1.72
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Mr. BLINKREN. Regarding the inflati-pn impact, the statement is:
"The direct impact of the proposed action"-that is the tariff in-
crease--"on the general price level will be essentially unnoticeable.
In fact, it should be less-than a one-one hundredth of 1 percent in-
crease in the wholesale price index."

The rest. of the report addresses itself also to the beneficial eco-
nomic effect from the projected relief which would be an increase
of approximately $130 million in domestic production which, with
the multiplier effect, represents a long-range increase of $500 to
$600 million of gross national product.

There is noy, I think, who can tell us that this is going to cause
unemployment in the United States. I think that is a totally un-
supportable allegation.

STA TEET OF DALE HOLL, PRESIDENT, DARLING DOLT CO.

Mr. HouL.-Mr. Chairman, I appreciate the opportunity to appear
before you today to urge this committee to support Senate Con-
current Resolution 66. As a major distributor of fasteners, I want
to say unequivocably that I think the President's decision to deny
import relief was wrong and should be reversed by the Congress.

Lam president of the Darling Bolt Company in Warren, Mich.
I have been in business for 20 years and, for the past 10 years, have
been the sole owner of Darling Bolt Co. My company is known in
the trade as a master distributor in that I sell to other distributors
all over the United States. My customers, therefore, buy both domes-
tic and imported products.

Darling Bolt sells a whole range of fastener products and markets
in the entire United States. In addition to basic fasteners, we also sell
special products which are not generally available from importers.

Last year, in order to serve my customers better, I also started
manufacturing fasteners. I made a $2 million investment, which is
sizable for a firm like mine, and I now product large size bolts which
are longer than those generally available from the imported markets.

Mr. Chairman, I would like to make four basic points to this
committee. In my experience, distributors prefer to buy American
fasteners, but many of them have begun to purchase imported
products because of the prices offered by foreign suppliers.

You will hear some distributors on the next panel who will be
opposing this resolution. I would like to make it clear that, in my
opinion, they are not speaking for all of the distributors, many of
whom would support this resolution.

Two, I am concerned, as many other distributors are, about the
security of supplies from importers. Back in 1973-74, there was a
significant shortage of supply lbcause of high demand at that time.
My company was in good shapo because I had traditional relation-
ships with domestic suppliers and could supply my customer's needs.

Many importers had serious problems because the foreign suppliers
did not have the loyalty to their customers that the American firms
have always maintained.

Three, price of imports is subject to wide variation. In this same
1973"4 period, the prices of imported products increased by at least
25 percent just simply because of the increased demand. There was
no cost, it just went higher.
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Domestic mills supplying need did not increase their prices with
the result I had a couple of great years because of relationships with
American manufacturers.

Four, import relief would not adversely affect any jobs in the
distributor end of this business. I do not think it would affect em-
ployment at ll at the distributor level.

Of course, most distributors who have been buying foreign would
wish to begin to buy American fasteners, and I feel at the present
time and have no doubt that U.S. mills could supply their demand.

In summary, Mr. Chairman, I am all for this resolution. It is
just unfair to this industry which has made a convincing case before
the International Trade Commission and for political reasons they
were not granted relief. I hope you will support this resolution.

Thank you.

STATEMENT OF BERNARD FLDMAN, PRESIDENT, INDUSTRIAL
FASTENERS CORP.

Mr. FEMNAN. Mr. Chairman, I am pleased to testify in support
of Senate Concurrent Resolution 66. I am Bernard Feldman, presi-
dent of the Industrial Fasteners Corp. which is located in New York
City. My company is a distributor of fasteners, and we also have a
small manufacturing plant which accounts for about 20 percent of
our total sales.

We distribute in the east coast regin, primarily from New Eng-
land south to the Carolinas and Georgia. I have been in this business
for 50 years, so I know it well.

There is little I can add to what already has been said except for
one thing. The panel has agreed that the fastener industry is very
important to the defense of this country. A fastener plant cannot
be put on a standby basis. Without the skilled help, the technical
know-how and the toolmaking capacity required to run a plant, it
would be impossible to bring a plant such as this back to life if it
were closed down on a standby basis.

That is all, sir. Thank you.
Senator RImicoir. Thank you.
I just have a few questions, Mr. Spoehr. You may answer, or

anybody on the panel may answer.
What do you think that your company would do, or the industry

would do, if the resolution to disapprove the President's decision
was passed by the House and the Senate. Would you raise prices
immediately, or soon thereafter I

Mr. SPoizmL In the first place, the domestic industry is some 600
companies, very fragmented, very competitive. Whether there was
tariff granted and therefore imported product, those prices were
higher, would not enable us to raise our own prices against our owl,
very competitive, domestic industry.

Our interest is being competitive with the imported product
coming in. Many of our customers are very large companies and,
in many cases, they are the ones that police, discipline and, in fact,
set the prices that we can sell to.

Senator Rmircon. Now, if this were-if this relief was granted
and the President was overruled, what would the industry do over
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the next 5 years to adjust to outside competition. How would you
use this 5 years 1

Mr. Spor.m. The most important thing, probably, is to recognize
that within our industry today there is adequate capacity to take
care of whatever reductions in import volume occurred. Our interest
is taking the current levels of production, which are barely at 50
percent of capacity, improving those levels of production which
would also improve the unit cost price of the product that we
produce.

We would be interested, obviously, in bringing back the some
8,000 employees that were on layoff. It would alow us to accommo-
date certain of the OSHA and EPA requirements that we must con-
form to, and to the extent that we felt that we could deal with the
import problem 5 years down the road would then make the appro-
priate capital expenditures to do what was necessary to further
update our facilities.

Senator Rmnicor. Are the Japanese facilities more efficient and
more updated than the American facilities generally?

Mr. BmusaE. Mr. Chairman, I can speak principally from my
own visits to Japanese plants which are essentially the equivalents
of ours. Our observation was, number one, that their plants were not
essentially more efficient than ours. Their equipment was certainly
not better than ours. There is a paucity of statistical data available

-from Japan, but our observation was that our American workers
are more productive than the Japanese workers.

There is a great myth about the problems of an American in-
dustry having to do with the lack of productivity. It is just not
true in our industry.

We think our tons per employee shipped are probably better,
statistically, than those of the Japanese. Our plants, we feel, are in
many cases as good or better, but this is not a static industry. The
technology keeps changing, and in order to keep up with the tech-
nology, hi order to continue to reinvest at an extremely high rate
in plant and equipment, we have to have a reasonably orderly market
which we do not have at the present time.

I think Mr. Spoehr alluded to our desire to accelerate our re-
investment in plant and equipment and I think that is one of the
essential factors in our program to become even more competitive.
Fifty percent of the cost of a fastener is steel and the single largest
discernible advantage that the Japanese have over us is that they
can buy their steel at a much lower price.

They have other advantages which Senator Danforth made refer-
ence to which go back to favorable tax treatment, favorable de-
preciation sched-ules. I might also add that we pay a lot of taxes
in the United States that essentially constitute the Japanese de-
fense budget. They do not pay any taxes for our benefit over here,
so that we operate in certain areas at disadvantages that we have
no way of overcoming.

The important pofnt is that we are efficient companies. One of the
problems that our industry has is that we are too efficient. We do
not have enough votes. We turn out a lot of product with a rela-
tively small number of employees.

But we compare favorably. We are not an industry that deserves
to die because we have not remvested adequately.



We are talking about equipment noW, in the fete~r wustry
which runs n mng from $N million o1%miui pie of
machinery , n that connection, Cog e umen =~s@ mule
reference to Russian self-suficienoy in the indutry. I had opeoica
to visit a machine tool manufacturer a wouple of yeors 4p wko wvs
about 6 months late in delivering a very crit4col eo wpmnt of a
$1% million machine that we were installing. No took me dwn the
assembly line to show me the machine he was worki on fm s and
ahead of it were about 15 machines, all tagged for OVOp"nt to
Russia.

Senator Rnaiorr. Senator Roth?
Senator RawH. What concerns me, Mr. Chairman, wio you We

the period from 1969 to 19779 the peroent"a f imports to .0meinp-tion goes up from 21 to 45 percent. I think that y .ig a
serious probleL

Again, let me say on the other side of the oei w' 14 awoys
say inflation is not a factor in the case of a apeie protiot like
industrial fasteners, but I think that is a very serj.. pjIam 'tt
the country faceA, and while a straw weighs very JittJe, I 4o not
think we can entirely disregard what the President is sayag on that
side of the matter. So we are -on the horns of a dilemma. It is
apparently the difference in price of steel that is a key fweor in
-your being unable to compete vith imported product. Is that
correct?

Mr. BLiNxHN. I think it is a very significant factor, sir, yes.
Senator RoTH. Does your industry essentially buy Ameriew steel?
Mr. BLmKr.N. Our industry buys predominantly American steel.

At least 75 percent of the steel we consume is American.
I might als point out that I think our Government has announced

as its target in implementing the trigger price system a reduction
of imports of steel of about 7 million tons, from close to 20 down
to 15.

The steel contained in the fasteners imported into the United
States represents 5 percent of that total target.

Senator Raru. What will be the effect of the reference pricing
system?

Mr. BrammN. Sir, we can only look at experience. I n 1969, I
think we had voluntary restraints that were entered into on the
export of steel to the United States and that was what triggered the
really massive targeting of the U.S. fastener market by the Janese,
and I think it is reasonable to assume, again, that with restraints
on the exports of steel to the United States implemented by trigger
prices, it will have the same effect, that the fasteners do represent
the next step up the fabrication line from raw steel and if they
are inhibited from exporting steel to the United States, -1 think
it is reasonable to assume that they will place greater emphasis on
the next step up the line which wil be, in our case, fasteners.

Senator RTm. You probably could expect increased problems.
In Mr. Wolff's testimony, he makes the statement that-

for many Inexpensive standard fastener Items, impoltlon of the 80 percent tariff
recommended by -the USITO would proba b not bave boe efedtve In terms
of allowing domestic producers of these items to recapture sales loot to i. ports.
This is because of the substantialJ pince margi that exists between many import
and domestiUally produced tandard fasteners, price margins of nealy 00 percent
on some Items, according to the USITO.
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Would you care to comment on that I
Mr. Brmam. The standard fasteners that Ambassador Wolff

referred to are fundamentally products that are manufactured in
very large quantities on substantially automated equipment. With anr
industry such as ours, which is operating at 51' percent of capacity,
we can see that we are not getting anything like the output of our
.machinery and equipment. And this is a process which feeds o.
itself, both upwards and downwards.

Given some more reasonable relationship in pricing, American,
manufacturers can start to use their machinery and equipment much.
-more efficiently. Their unit costs will come down, so it will not only
be the. effect of the tariff, but also the incremental effect of greater.
production efficiency which will, I think, reduce that pricing gap.
very, very quickly and much more so than just the tariff itself will do.

Senator Rom. So you believe that the USITC proposed tariff'
will hav6 a significant impact? I

Mr. BINxnx. Yes, we obviously-we do not think that the tariff
will benefit every segment of the industry identically; that is not
a reasonable expectation. It will be more helpful in some areas than
others. We do take very, very serious exception to Ambassador
Wolff's statement that this will constitute a windfall for the healthier-
segment of our industry. That is just not be a true statement.

The healthiest segment of our industry is that, right now I think,.
that which serves the automobile manufacturers. There is no prospect
whatsoever of any increase at all in the price of U.S. produced
fasteners sold in the automobile industry as a consequence of this
tariff.

They are buying our fasteners now even though they cost more
money. They exert enormous price discipline. The smallest auto-
mobile company is 10 times the size of our whole industry put
together. Their purchasing power is enormous and they are not.
going to let us play games because of a tariff.

Senator RwOTH. Mr. Wolff also makes the statement that the Secre--
tary of Commerce reported that no U.S. firms producing bolts, nuts;
or large screws had applied for a trade adjustment assistance bene--
fits. The Commerce Department report, however, did report as many
as 10 U.S. firms could be certified as eligible to receive trade ad-
justment assistance benefits, should they Choose to apply for them..
No community has applied to receive adjustment assistance benefit&

I wonder why no relief in this direction has been requested.
Mr. CLA roN. Senator, if I may comment on that, I think yoir

would find basically in our industry that wb have a lot of companies
who have been liquidating facilities, equipment, et cetera, and there-
fore, they really have not created a need for cash generation. They
have been throwing off cash in the process of liquidation.

Also, with the very tenuous atmosphere and environment "that we
currently have there is not a climate to encourage substantial invest-
ment, so that is why, I think, they. have not applied for relief.

Senator Rar. That is all I have.
Senator RaICor. Gentlemen, thank you very much for your

excellent presentation in a short period of time. You have made
your points.

[The prepared statement of the preceding panel- follows:].
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STATEMENT'
OF

DAVID A. SPOEHR

ON BEHALF OF THE
. .U UNITED STATES FASTENER MANUFACTURING GROUP

MR. CHAIRMAN. DISTINGUISHED MEMBERS OF THE SUBCO*-

ITTEE ON TTADE. MY NAME IS DAVID SPOER. I AM VICE PRESIDENT
OF RUSSELL, BURDSALL & WARD, A DOMESTIC FASTENER MANUFACTURER.

THE OTHER MEMBERS OF OUR PANEL ARE --

ROBERT J. BLINKEN, CHAIRMAN OF THE MITE

CORPORATION i

RICHARD CLAYTON, EXECUTIVE VICE PRESIDENT

OF THE STANDARD PRESSED STEEL CORPORATIONi

DALE HOLL, PRESIDENT OF DARLING BOLT COY AND

BERNARD R. FELDMAN, PRESIDENT OF INDUSTRIAL

FASTENERS CORPORATION
WE VERY MUCH APPRECIATE THE OPPORTUNITY. TO APPEAR BE-

FORE YOU TODAY AND TO SPEAK IN SUPPORT OF SENATE CONCURRENT

RESbLOTON 66. THAT RESOLUTION WOULD IMPLEMENT THE IMPORT

RELIEF RECOMMENDATION OF THE INTERNATIONAL TRADE COMMISSION-

AN INDEPENDENt, ,,cARTISAN AGENCY Or TRADE EXPERTS ESTABLISHED

BY CONGRESS. THE COMMISSION FOUND THAT THE FASTENER INDUSTRY

- --
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"UFFERING SERIOUS INJURY BECAUSE OF RISING IMPORTS. IT

DETERMINED THAT A TARIFF ZNCREASE WAS NECESSARY TO NOY TUAT.

INJURY--AND SO RXCOMM4ENDED TO THE PRESIDENT.

OUR UND&BSTANDING IS THAT THE TRADE POLICY STAFF

CObI fTTU AND ANHASSADOR STRAS RECOMMENDED THAT IMPORT REt

LIE!' 19 GRAiTED IN THIS CASE. BUT ON FEBRUARY 10 THE PRESIDENT

NOT ONLY REJECTED THE ITC'S RP*COMZ$NDED LEVEL OF RELIEF, BUT

DENIED IMPORT ElIEF ALTOG IgR,

THIS WAS A CRUEL BLOW TO OUR INDUSTRY. MANY STRUGGLING

MANUFACTURERS--BOT LARGE AND SMALL--HAD BEEN ENCOURAGED TO

HANG ON* IN THE EXPECTATION THAT THE ITC'S FINDINGS WOULD

BE HEEDED AND THAT ITS PCOMENDATIONS WOULD BE IMPLEMENTED.

THEIR HOPES HAVE NOW BEEN DASHED AND, AS A RESULT, WE CAN EX-

PECT TO SEE WIDESPREAD PLANT SHUTDOWNS AND LAYOFFS IN THE MONTHS

AHEAD.
THE PROBLEM IS DEADLY SERIOUS, MR. CHAIRMAN. CONSIDER

THESE FACTS:

- IMPORTS OF NUTS, BOLTS AND LARGE SCREWS

MORE THAN DOUBLED SINCE 1969. IMPORTS

NOW ACCOUNT FOR ABOUT 44% OF THE

AMERICAN MARKET AS AGAINST 21% IN 1969.

- CLOSE TO 8,000 JOBS HAVE BEEN DISPLACED

SINCE 1969. THIS REPRESENTS AN EMPLOY-

MENT DROP OF MORE THAN 36%0

- INDUSTRY PROFITS HAVE FALLEN SHARPLY FOR

THREE STRAIGHT YEARS. IN 1977 THE INDUSTRIES
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PRE-TAX PROFIT ON SALES FELL TO AN ESTIMATED

5%--A DISASTROUS PROFIT LEVEL FOR A HIGHLY

CAPITAL-INTENSIVE INDUSTRY SUCH AS OURS.

THE PROFITS OF THE AMERICAN SHOE INDUSTRY--

WHICH IS FAR LESS CAPITAL-INTENSIVE--WAS

AROUND 5% WHEN IT WAS GRANTED IMPORT RELIEF.

- THE INDUSTRY HAS BEEN OPERATING AT ABOUT

50% OF ITS CAPACITY FOR THE LAST THREE YEARS.

- SINCE MID-1977 ALONE, THERE HAVE BEEN SIX

PLANT SHUTDOWNS OR MAJOR CUTBACKS IN DOMESTIC

PRODUCTION. THIS INCLUDES MY OWN COMPANY

WHICH--AS A DIRECT RESULT OF THE PRESIDENT'S

DECISION--IS NOW BEING FORCED TO LAY OFF AN

ADDITIONAL 100 TO 125 WORKERS AT OUR FACILI-

TIES IN OHIO, ILLINOIS AND PENNSYLVANIA.

- IN DECEMBER 1977, THE FEDERAL PREPAREDNESS

AGENCY CONCLUDED A TWO-YEAR STUDY THAT

IDENTIFIED NUTS, BOLTS, SCREWS AND OTHER

METAL FASTENERS AS BEING CRITICAL TO OUR

NATIONAL SECURITY. THAT STUDY CONCLUDED

THAT BECAUSE OF THE IMPORT DISPLACEMENT OF

DOMESTIC FASTENER PRODUCTION, A SERIOUS

SHORTFALL IN AVAILABLE SUPPLIES WOULD

LIKELY OCCUR DURING A PERIOD OF NATIONAL

MOBILIZATION. IN THE WORDS OF THE PRESIDENT,

THE FPA STUDY INDICATED THAT DOMESTIC

29-428 0 - 78 . 5
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PASTENER PRODUCTION CAPABILITY WAS INADE-

QUATE TO SATISFY U.S. REQUIREMENTS IN A

NATIONAL EMERGENCY.*

IN THE LIGHT Of THESE TSP v THE DENIAL OF TEMPORARY

IMPORT RELIEF WAS TOTALLY UNJUSTIFIED. IT WAS AMLS WRONG IN

LIGHT OF THE CONGRESSIONAL INTENT UNDERLYING THE ESCAPE CLAUSE

PROVISIONS. IN ITS REPORT ON THE 1974 TRADE ACT, THIS COX-

MITTEE MADE THAT INTENT ABSOLUTELY CLEAR WHEN IT SAID:

"THE COMMITTEE DECIDED THAT WHENEVER SERIOUS
INJURY, OR THE THREAT THEREOF, WAS FOUND TO
EXIST BY THE COMMISSION, SOME PORK OF RELIEF
WAS JUSTIFIED." S. REPT. 93-1298, P. 27.

YET DESPITE THAT CLEAR AND UNAMBIGUOUS LANGUAGE

THERE HAVE BEEN ONLY FOUR OUT OF SEVENTEEN CASES CLEARED BY

THE ITC IN WHICH SOME SORT 0P IMPORT. RELIEF WAS EXTENDED. THE

DENIAL OF IMPORT RELIEF HAS BEEN THE RLE, RATHER THAN THE

EXCEPTION.

THE REASONS CITED FOR DENYING IMPORT RELIEF IN OUR

CASE ARE SET FORTH IN THE PRESIDENT'S REPORT TO THE CONGRESS.

THOSE REASONS" ARE SIMPLY INVALID. I REGRET TO SAY THAT SOME

ARE ACTUALLY MISLEADING. FOR EXAMPLj, ONE OF THE CITED REASONS

IS THAT DOMESTIC PRODUCERS' SHIPNTS AND EXPORTS INCREASED

IN 1976 AND IN THE FIRST HAF OF 1977. HOWEVER, THE POINT

OF REFERENCE IS 1975, WHICH iEPRESETS Am EIGHT-YEAR- LOW IN

PRODUCERS' SHIPMENTS. IT MUST BE REMEMBERED THAT IN 1975

THE UNITED STATES EXPERIENCED ITS WORST ECONOMIC SLUMP IN

ALMOST 40 YEARS. IT GIVES &-FUNDAMENTALLY FALE IMPRESSION,

THEREFORE, TO SAY THAT PRODUCERS' 8HIPKTS (WHICH INCLUDE
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EXPORTS) ARE UP WHEN MEASURED AGAINST AN ABNORMALLY LOW SHIP-

MENT YEAR. THE FACT IS THAT THE LEVEL OF PRODUCERS' SHIPMENTS

IN 1976 AND 1977 WERE EVEN LOWER THAN THEY WERE IN 1969.

IMPORTS, ON THE OTHER HAND, HAVE ENLAED THEIR SHAR OF THE

AMERICAN MARKET IN EACH AND EVERY YEAR-WITHOUT EXCEPTION--

SINCE 1969.

SOME OF THE CITED REASONS ACTUALLY SUBSTANTIATE THE

ACUTE NEED FOR TEMPORARY IMPORT RELIEF IN THIS CASE, RATHER

THAN THE REVERSE. FOR EXAMPLE, IT WAS POINTED OUT THAT DOMESTIC

PRODUCERS ACCOUNTED FOR 20 TO 25% OF IMPORTS IN 1976. THIS

FACT DRAMATIZES THE EXTENT OF IMPORT DISPLACEMENT OF DOMESTIC

PRODUCTION--THE VERY CONDITION THE ESCAPE CLAUSE SEEKS TO

REMEDY. IT ILLUSTRATES THE TERRIBLE DILEMMA CONFRONTING DO-

ESTIC MANUFACTURERS. THEY ARE CAUGHT IN A VICIOUS CYCLE

WHERE THEY MUST EITHER TERMINATE DOMESTIC PRODUCTION ALTOGETHER

OR TRY TO OFFSET UNPROFITABLE PRODUCTION WITH PROFITS FROM

IMPORTING ACTIVITIES. BUT THIS ONLY PROLONGS THE AGONY FOR

A SHORT TIME. AS THE VOLUME OF THEIR DOMESTIC PRODUCTION

DROPS, UNIT COSTS RISE BECUASE OF THE HIGH FIXED COSTS ASSO-

CIATED WITH THIS CAPITAL-INTZNSIV INDUSTRY. THE UPSHOT IS

THAT DOMESTIC PRODUCTION BECOMES EVEN LESS ATTRACTIVE AND LEADS

TO ADDITIONAL SUBSTITUTION OF IMPORTED FASTENERS FOR THOSE

DOMESTICALLY PRODUCED. -

THE REMAINING REASOS FOR DENYING IMPORT RELIEF ARE

EQUALLY UNSOUND. WE WERE, FRANKLY, SHOCKED THAT SUCH A

CRITICAL DECISION WAS MADE ON SUCH A FLIMSY BASIS. RATHER
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THAN TAKE THE COMMITTEE'S TIME TO PRESENT A DETAILED REBUTTAL,

WE HAVE ATTACHED OUR EVALUATION TO THIS STATEMENT (ATTACH-

MENT I). WE DO, HOWEVER, WISH TO CALL THE COMMITTEE'S ATTENTION

TO SEVERAL PARTICULAR POINTS.

FIRST, THE FACT THAT TRADE NEGOTIATIONS ARE IN

PROGRESS WAS GIVEN AS A REASON FOR DENYING IMPORT RELIEF.

SURELY, CONGRESS COULD NOT HAVE INTENDED THIS TO BE A LEGITI-

MATE REASON, SINCE IT LIBERALIZED THE ESCAPE CLAUSE PROVISIONS

IN THE SAME STATUTE WHICH AUTHORIZED THE PRESIDENT TO CONDUCT

THOSE NEGOTIATIONS IN THE FIRST PLACE. MOREOVER, WE DO NOT

UNDERSTAND HOW THE EXECUTIVE BRANCH CAN SAY WITH ANY CREDIBILITY

THAT IT IS PROPER TO DENY RELIEF BECAUSE OF TRADE NEGOTIATIONS

AND THEN GRANT TARIFF RELIEF IN THE RECENT CB RADIO CASE.

SECOND, AN EXAMINATION OF THE MERITS OF THE NUTS AND

BOLTS CASE AND THE CB RADIO CASE REVEALS A GLARING ABSENCE OF

CONSISTENCY IN THE APPLICATION OF THE LAW IT SUGGESTS THAT

THESE EXECUTIVE BRANCH DECISIONS ARE ESSENTIALLY ARBITRARY.

FOR EXAMPLE, A COPARISON OF THE BASIC ECONOMIC DATA* IN BOTH

CASES OVER THE PERIOD COVERED BY THE ITC INVESTIGATION SHOWS

(1) THAT EMPLOYMENT IN THE FASTUNER INDUSTRY HAS DROPPED

DRASTICALLY, WHILE EMPLOYMENT IN THE CB RADIO INDUSTRY HAS

IN FACT INCREASEDs (2) THAT PROFITS IN THE CB RADIO INDUSTRY

HAVE GENERALLY BEEN HIGHER THAN IN THE CAPITAL-INTENSIVE

FASTENER INDUSTRY: (3) THAT CAPACITY UTILIZATION IN THE PAST

THREE YEARS HAS BEEN HIGHER IN THE CS RADIO INDUSTRY THAN IN

'ATTACHMENT I TO THIS STATEMENT SETS FORTH THE COMPARATIVE
DATA
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THE FASTENER INDUSTRYs AND (4) THAT THE PERCENTAGE GROWTH IN

THE IMPORT SHARE OF THE DOMESTIC MARKET HAS BEEN FAR GREATER

FOR NUTS, BOLTS AND LARGE SCREWS THAN IT HAS BEEN FOR CB

RADIOS.

UNDER THOSE CIRCUMSTANCES A DECISION TO SACRIFICE THE

DOMESTIC FASTENER INDUSTRY, SIDE BY SIDE WITH A DECISION TO

HELP THE CS RADIO INDUSTRY TO SURVIVE, SEEMS ENTIRELY IRRA-

TIONAL. THIS IS COMPOUNDED BY THE FACT THAT THE ADIMINSTRATION

HAS STRESSED THE ADDITIONAL COST TO CONSUMERS AS A GROUNDS FOR

REJECTING THE ITC RECOMMENDATION. YET IN THE CB RADIO CASE IT

DECIDED TO RAISE THE TARIFF ON CB RADIOS BY 15 PERCENTAGE POINTS

TO 31%. IT SHOULD BE NOTED, MR. CHAIRMAN, THAT CB RADIO IK-

PORTS IN 1976 AMOUNTED TO $840 MILLION, WHEREAS IMPORTS OF

NUTS, BOLTS AND LARGE SCREWS WERE LESS THAN ONE-THIRD OF THAT

PIGURE--$260 MILLION. THE ADDITIONAL ANNUAL COST OF IMPORTED

CB RADIOS WOULD BE MORE THAN TWICE AS MUCH AS THE ADDITIONAL

COST OF IMPORTED NUTS, BOLTS AND LARGE SCREWS.

IT SHOULD ALSO BE NOTED THAT CS RADIOS ARE GENERALLY

CONSUMER PRODUCTS, WHILE NUTS, BOLTS AND LARGE SCREWS ARE

GENERALLY INTERMEDIATE INDUSTRIAL PRODUCTS. THIS MEANS THAT

THE DIRECT EFFECT OF AN INCREASED TARIFF ON FASTENERS ON

CONSUMERS WOULD BE NEGLIGIBLE. ON THE AVERAGE THE ACTUAL

COST OF THE FASTENERS THAT SOLD AN ASSEMBLED PRODUCT TOGETHER

IS APPROXIMATELY 1% OF THE TOTAL COST OF THAT PRODUCT. THUS,

EVEN IF THE COST OF ALL FASTENERS WENT UP BY 20%--TO USE AN
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EXTREME EXAMPLE--IT WOULD RAISE THE COST OF THE FINISHED PRODUCT-

BY ONLY .2%.

THE JOB-SAVING AND JOB-CREATION EFFECT OF THE ITC

IMPORT RELIEF MEASURE WOULD CONTRIBUTE ABOUT $96 MILLION TO

THE ECONOMY ANNUALLY. THIS FIGURE IS BASED ON THE FACT THAT

THE AVERAGE ANNUAL WAGE OF THE HIGHLY SKILLED WORKERS IN

THIS INDUSTRY IS $12,600. THUS, IMPLEMENTATION OF THE ITC

RECOMMENDATION WOULD MORE THAN OFFSET THE ADDITIONAL TARIFF

COST OF IMPORTED FASTENERS.

OTHER OFFSETS INCLUDE THE FACT THAT A TARIFF MEASURE

WOULD PROVIDE REVENUE FOR THE GOVERNMENT, AND REDUCE ITS

NEED TO BORROW. IT WOULD ALSO REDUCE SPENDING BY THE STATE,

LOCAL AND FEDERAL GOVERNMENTS FOR UNEMPLOYMENT COMPENSATION AND

SIMILAR PROGRAMS. PERHAPS THE MOST IMPORTANT EFFECT OF IMPORT

RELIEF WOULD BE TO PERMIT AN INCREASE IN THE VOLUME OF DOMESTIC

PRODUCTION, THEREBY FACILITATING MORE EFFICIENT USE OF PLANT

AND EQUIPMENT. THIS WILL LOWER THE UNIT COST OF DOMESTIC

PRODUCTION--A SAVINGS THAT WILL ULTIMATELY BE REFLECTED IN

PRODUCERS' PRICES.

FINALLY, THE PRESIDENT RECITED THE STATUTORY CONDITION

THAT GRANTING RELIEF TO THE FASTENER INDUSTRY WAS "NOT IN THE

NATIONAL-ECONOMIC INTEREST.0 AT THE SAKE TIME, THE PRESIDENT

ORDERED A NATIONAL SECURITY INVESTIGATION ON AN EXPEDITED BASIS,

BECAUSE OF THE PPA STUDY WHICH, IN ESSENCE, FOUND THAT AN ECO-

NOMICALLY VIABLE FASTENER INDUSTRY IS CRUCIAL TO OUR NATIONAL

SECURITY INTERESTS. IT SEEMS OBVIOUS, THEN, THAT THE NATIONAL
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ECONOMIC INTEREST AND THE NATIONAL SECURITY INTERESTS ARE IN-

SEPARABLE IN THIS CASE.

THE PRESIDENT'S REJECTION OF THE ITC RECOMMENDATION WAS

TOTALLY UNJUSTIFIED. WE BELIEVE THAT OUR INDUSTRY IS MORE

SERIOUSLY INJURED AND IS MORE IMPORTANT TO OUR NATION'S ECONOMIC

WELL-BEING AND SECURITY THAN ANY OTHER INDUSTRY THAT HAS RE-

CEIVED IMPORT RELIEF. WE APPEAL TO THIS COMMITTEE TO RIGHT

THIS WRONG UNDER THE OVERRIDE PROCEDURE WHICH YOU ESTABLISHED

IN THE 1974 TRADE ACT.

SINCE 1969 THE DOMESTIC INDUSTRY HAS BEEN LOSING AN

AVERAGE OF 1,000 JOBS PER YEAR. THERE IS NO REASON TO BELIEVE

THIS PATTERN WILL NOT CONTINUE IN THE ABSENCE OF IMPORT RELIEF.

THUS, BY APPROVING SENATE CONCURRENT RESOLUTION 66 THIS COM-

MITTEE WOULD BE HELPING TO SAVE 5,000 FASTENER JOBS OVER THE

NEXT FIVE YEARS. IN A SENSE THIS WOULD BE PRACTICING CONSER-

VATION OF A VERY VALUABLE HUMAN RESOURCE, SINCE OUR WORKERS ARE

HIGHLY SKILLED. IT TAKES FROM 6 TO 18 MONTHS OF TRAINING FOR

AN INDIVIDUAL TO BECOME PROFICIENT IN OPERATING A BOLT MAKER,

NUT FORMER OR OTHER MACHINE USED IN FASTENER PRODUCTION.

IN ADDITION TO THE JOB-SAVING EFFECT OF AFFIRMATIVE

ACTION HERE, ABOUT 2,500 ADDITIONAL JOBS WOULD BE CREATED.

THAT FIGURE DERIVES FROM THE INDUSTRY'S RULE OF THUMB THAT ONE

WORKER PRODUCES AN AVERAGE OF 60,000 POUNDS OF FASTENERS PER

YEAR. IMPLEMENTATION OF THE ITC RECOMMENDATION WOULD ENABLE

THE DOMESTIC INDUSTRY TO PRODUCE AN ADDITIONAL 150 MILLION
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POUNDS OF NUTS, BOLTS AND LARGE SCREWS PER YEAR. THIS TRANS-

LATES INTO 2,500 PRODUCTION JOBS AND DOES NOT INCLUDE THE

SECONDARY JOBS CREATED BY THE MULTIPLIER EFFECT IN THE ECONOMY.

WE ALSO WISH TO EMPHASIZE THAT IMPORT RELIEF IN

THIS CASE WILL ONLY BENEFIT THOSE THAT NEED RELIEF. THE ONE

SECTOR OF OUR INDUSTRY THAT HAS NOT FARED AS POORLY AS THE

REST OF US IS MADE UP OF COMPANIES SPECIALIZING IN PRODUCING

FASTENERS FOR AUTOMOTIVE MANUFACTURERS. THESE COMPANIES, HOW-

EVER, WOULD NOT BENEFIT FROM IMPORT RELIEF FOR THE SIMPLE

REASON THAT THEIR ONLY SIGNIFICANT IMPORT COMPETITION COMES

FROM CANADA UNDER THE TERMS OF THE U.S.-CANADIANAUTO AGREE-

MENT. SINCE THE ITC RECOMMENDATION DOES NOT.APPLY TO THESE

DUTY-FREE FASTENER IMPORTS FROM CANADA, IMPLEMENTATION OF THAT

RECOMMENDATION WOULD ONLY BENEFIT THE OTHER SECTORS OF THE

FASTENER INDUSTRY THAT ARE IN SUCH DISPARATE STRAITS.

AMONG OTHER THINGS, IMPORT RELIEF WOULD HELP TO

CORRECT A SERIES OF GOVERNMENT ACTIONS THAT HAVE CONTRIBUTED

TO THE INDUSTRY'S IMPORT PROBLEMS OVER THE YEARS. THE COM-

MITTEE SHOULD BE AWARE OF THESE FACTORS IN CONSIDERING THIS

CASE.

TO BEGIN WIT, THE UNITED STATES TARIFF STRUCTURE

ITSELF PROVIDEMAN INCENTIVE FOR THE IMPORTATION OF NUTS AND

BOLTS. THIS IS CAUSED BY A TRAIFF ANOMALY WHICH EXACTS A HIGHER

EFFECTIVE DUTY ON STEEL WIRE ROD THAN ON NUTS AND BOLTS--THE

FINISHED PRODUCTS MADE FROM WIRE ROD. THE IRONY IS THAT THIS

INVERSION IN THE TARIFF STRUCTURE PRODUCES AN EFFECT TANTAMOUNT
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TO AN IMPORT SUBSIDY CONFERRED BY THE UNITED STATES GOVERNMENT

ITSELF.

THE IMPORT OF NUTS AND BOLTS WAS FURTHER STIMULATED

BY THE VOLUNTARY RESTRAINT ARRANGEMENTS ON STEEL WHICH WENT INTO

EFFECT BY THE LATE 1960'S UNDER STATE DEPARTMENT AUSPICES.

THOSE RESTRAINTS FORCED FOREIGN MILLS TO SHIP STEEL TO THE

UNITED STATES MARKET IN THE FORM OF STEEL FASTENERS AND OTHER

CONVERTED FORMS NOT COVERED BY THE AGREEMENT. STEEL FASTENER

IMPORTS ROSE MARKEDLY AS-THEY BECAME AN ALTERNATE CHANNEL FOR

THE MOVEMENT OF STEEL IN INTERNATIONAL TRADE.

TO ADD INSULT TO INJURY, DUTY-FREE TREATMENT WAS

EXTENDED TO NUTS AND BOLTS UNDER THE GENERALIZED SYSTEM OF

PREFERENCES IN 1975.

NOW, THE TRIGGER PRICE MECHANISM IS DIVERTING FOREIGN

STEEL INTO THE U.S. MARKET IN THE FORM OF INDUSTRIAL FASTENERS.

WE REQUESTED THE TREASURY DEPARTMENT LAST NOVEMBER TO COVER

STEEL NUTS, BOLTS AND LARGE SCREWS WITHIN THE SCOPE OF THE

TRIGGER PRICE MECHANISM SO AS TO NEUTRALIZE ITS ADVERSE EFFECTS.

THIS REQUEST WAS DENIED (SEE APPENDIX A) EVEN THOUGH TREASURY'S

REPORT TO THE PRESIDENT ON THE STEEL PROGRAM RECOGNIZED THIS

PROBLEM. THE REPORT OBSERVED:

OTHE SYSTEM EXTENDS ONLY TO STEEL MILL
PRODUCTS: HENCE, THERE IS SOME RISK THAT
STEEL FABRICATIONS WILL SUBSTITUTE FOR THE
MORE BASIC STEEL PRODUCTS IN U.S. IMPORTS,
AS OCCURRED DURING THE QUANTITATIVE IMPORT
RESTRICTIONS ON STEEL MILL PRODUCTS IM-
POSED IN THE LATE 1960'S.w SOLOMON REPORT
TO THE PRESIDENT, OA COMPREHENSIVE PROGRAM
FOR THE STEEL INDUSTRY" (DEC. 6, 1977) AT P. 19.
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THE DIVERSION OF STEEL INTO FASTENERS HAS ALREADY BE-

GUN. ONE EXAMPLE INVOLVES THE SALE OF STEEL WIRE ROD BY

JAPANESE MILLS TO TAIWANESE FASTENER MAKERS AT DUMPING PRICES.

THIS GIVES THE TAIWANESE FASTENER PRODUCERS A RAN MATERIAL

COST ADVANTAGE-OF SUBSTANTIAL PROPORTIONS. WE BELIEVE THAT

THE RECENT, HEAVY INFLUX OF FASTENERS FROM TAIWAN IS LARGELY

ATTRIBUTABLE TO THIS DUMPING PRACTICE. UNFORTUNATELY, THE

ANTIDUNPING ACT IS WRITTEN IN SUCH A WAY THAT IT CANNOT BE

USED TO ADDRESS THIS PROBLEM. SEE APPENDIX B.

IN ADDITION, THE GOVERNMENT HAS BEEN WOEFULLY REMISS

IN DEALING WITH FOREIGN UNFAIR TRADE PRACTICES, EVEN IN THE

FACE OF CONCLUSIVE EVIDENCE IN ITS POSSESSION. THIS FAILURE

HAS HAD A SEVERE IMPACT ON FASTENER PRODUCERS. REMEMBER THAT

ABOUT 75% OF OUR IMPORTS OF NUTS, BOLTS AND LARGE SCREWS COME

FROM JAPAN.

THE TREMENDOUS GROWTH OF JAPANESE IMPORTS BEGAN IN

THE MID-1960'S AS A RESULT OF A GOVERNMENT-INDUSTRY PROGRAM TO

MODERNIZE, RATIONALIZE AND PROMOTE THE EXPORT COMPETITIVENESS

OF JAPAN'S FASTENER INDUSTRY. THAT PROGRAM INCLUDED OFFICIALLY-

ORDAINED EXPORT TARGETS FOR NUTS AND BOLTS AND THE SYSTEMATIC,

GOVENIMENT-FINANCED ACQUISITION AND INSTALLATION OF THE MOST

MODERN PRODUCTION MACHINERY AVAILABLE. A BROAD ARRAY OF EXPORT

SUBSIDIES HELPED THE JAPANESE MANUFACTURERS TO REACH THOSE

EXPORT TARGETS.
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THERE IS NO QUESTION THAT THE PENETRATION OF THE

UNITED STATES MARKET WAS THE PRIMARY OBJECTIVE OF THIS PROGRAM.*

ACCORDING TO THE ITC, 300 JAPANESE FIRMS PRODUCE FASTENERS

EXCLUSIVELY FOR THE UNITED STATES MARKET, WHICH ACCOUNTS FOR

ABOUT 80% OF ALL JAPANESE FASTENER EXPORTS.

MANY OF THESE SUBSIDY PRACTICES WERE DESCRIBED IN

DETAIL IN A 1966 AIRGRAN FROM THE AMERICAN EMBASSY IN TOKYO.**

THIS WAS CIRCULATED THROUGHOUT THE U.S. GOVERNMENT, INCLUDING

THE TREASURY DEPARTMENT WHICH IS RESPONSIBLE FOR ENFORCING THE

COUNTERVAILING DUTY LAW. YET TREASURY TOOK NO ACTION TO PROTECT

DOMESTIC INDUSTRIES FROM THIS FORM OF UNFAIR TRADE PRACTICE.

OUR INDUSTRY, THEREFORE, HAS BEEN COMPETING AGAINST

THE GOVERNMENT OF JAPAN AND NOT JUST THE JAPANESE INDUSTRY.

IT MUST BE REMEMBERED THAT OUR INDUSTRY IS FRAGMENTED. MOST OF

OUR COMPANIES ARE SMALL. OUR TRADE ASSOCIATION DOES NOT MAINTAIN

WASHINGTON OFFICES. IT DOES NOT HAVE THE WHEREWITHAL TO MONITOR

UNFAIR TRADE PRACTICES ABROAD. FOR THAT REASON, WE DID NOT

LEARN OF THESE SUBSIDY PRACTICES UNTIL 1975, WHEN IT WAS TOO

LATE TO DO MUCH ABOUT IT. THE JAPANESE INDUSTRY HAD ALREADY

REAPED THE BENEFITS. IT BAD ALREADY ACHIEVED GREAT ECONOMIES

OF SCALE AND COMPETITIVE STRENGT--AT OUR EXPENSE.

THE 1977 U.S. TRADE DEFICIT WITH JAPAN WAS ABOUT

$9.5 BILLION (JAPANESE FASTENERS ACCOUNT FOR CLOSE TO ONE

" A mORE DETbILEDDESCRIPTION OF JAPAN'S FASTENER PROGRAM IS IN

APPENDIX C.

* A COPY OF THE 1966 AIRGRAM IS IN APPENDIX D.
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QUARTER OF A BILLION DOLLARS OF THAT DEFICIT). THE MAGNITUDE

OF THE DEFICIT HAS CAUSED THE YEN TO APPRECIATE SUBSTANTIALLY

AGAINST THE DOLLAR. BY THE END OF 1977 THE YEN HAD APPRECIATED

BY ABOUT 22%. THIS HAS PROVIDED NO RELIEF, HOWEVER, BECAUSE

THE PRICES OF JAPANESE NUTS AND BOLTS HAVE NOT REFLECTED THE

INCREASE IN THE VALUE OF THE YEN.

WE ARE SPEAKING TO YOU TODAY, MR. CHAIRMAN, ON BEHALF

OF 12,500 AMERICAN WORKERS STILL DIRECTLY EMPLOYED IN OUR

INDUSTRY. THE FATE OF OUR COMPANIES ARE IN SIMILAR JEOPARDY,

AS ARETHE TAX REVENUES WE NOW PAY AT THE LOCAL, STATE AND

FEDERAL LEVELS. THOUSANDS OF JOBS IN SUPPLIER INDUSTRIES

ARE ALSO AT STAKE.

EQUALLY IMPORTANT, MR. CHAIRKMN, IS THE NATIONAL

SECURITY OF THE UNITED STATES ITSELF. THESE FASTENERS ARE IN-

DISPENSABLE TO THE PRODUCTION OF MILITARY HARDWARE AND VIRTUALLY

EVERY TYPE OF ESSENTIAL CIVILIAN MANUFACTURING OR CONSTRUCTION

ACTIVITY IN OUR ECONOMY.

WE APPEAL TO THIS COMMITTEE. WE URGE THIS COMMITTEE

FOR ALL THE REASONS WE HAVE PRESENTED TODAY TO SUPPORT SENATE

CONCURRENT RESOLUTION 66. THANK YOU, MR. CHAIRMAN.
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ATTACHMENT I

UNITED STATES FASTENER MANUFACTURING GROUP

EVALUATION
OF THE

PRESIDENT'S STATEMENT OF REASONS FOR
DENYING IMPORT RELIEF

On February 10, 1978, the President transmitted a

document to both Houses of Congress entitled *Import Relief

Action: Bolts, Nuts and Large Screws." That document sets

forth the OreasonsO why the President rejected the import

relief recommended by the U.S. International Trade Commission

under the escape clause provisions of the Trade Act of 1974.

As shown below, the denial of import relief in this

case is totally unwarranted. Favorable action on S.Con.Res. 66

(to disapprove the denial of import relief) would not only

provide temporary relief for an industry whose survival is

clearly in the national interest, but would also demonstrate

that Congress intends to exercise its Constitutional authority

over trade pol-icy.

Point-by-Point Rebuttal

The *reasons" for denying import relief are contained

in six numbered paragraphs, although several points may be

covered by a single paragraph. There are ten identifiable

points iq the President's statement which are quoted and answered

below
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1. "USITC reported domestic producers' shipments and
exports had increased in 1976 and the first half of 1977.0

In 1975 the United States experienced its worst

economic slump in almost 40 years. Producers' shipments of

bolts, nuts and large screws dropped by 33t during that year.

Imports, nevertheless, increased their share of the U.S. market.

In the 1976 recovery year, imports grew by 32% while producers'

shipments only grew by 7.51--despite the record increase in

automotive production that year.

It gives a false impression to say that producers'

shipments (which include exports) are up, when the point of

reference (1975) is an 8-year low. The fact is that the level

of producers' shipments in 1976 and in 1977 were even lower

than they were in 1969. At the same time imports continued

to enlarge their market share. In addit.,-%i producers' shipments

in the second half of 1977 declined by an estimated 10% to

15% from the first half.

This *reason' in effect reopens the question whether

the domestic industry is seriously injured. The ITC has already

determined, after a six-month investigation that the serious

injury test has been mot. The ITC is the agency charged with

making that determination under the law. It is highly inappro-

priate for the Executive Branch to substitute its judgment

for that of the ITC on this question, and to deny relief on

that basis.
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2. '(Dlomestic producers' rates of return on sales'were above the corresponding ratios for producers of all fabri-
cated metal products and for all manufacturing corporations.'

Whether a particular industry's profitability is

healthy or not depends, in large part, on its capital intensity.

The fastener industry is highly capital-intensive. It profits

have been falling for three successive years. On the basis of

return on capital or investment--a more meaningful measure of

performance than return on sales--the domestic fastener industry

is considerably less profitable than similar industries, includ-

ing the fabricated metal products sector.

Industry profit on sales for all of 1977 is estimated

at about 60 pretax--about the same level experienced by the

domestic footwear industry when it received import relief.

Again* reference to the return on sales cannot legit-

imately be cited as a reason for denying relief, since it

relates to the seriousness of the injury concerned--a matter

within the jurisdiction of the ITC.

3. 'Domestic producers or their wholly-owned sub-
sidiaries imported 20-250 of total 1976 shipments of imported
fasteners in the U.S.*

This fact dramatizes the extent of import displace-

ment of domestic production--the very condition which the

escape clause provisions seek to remedy. It supports the need

for import relief, rather than the denial of relief.
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Domestic producers face a terrible dilemma. They

must either abandon domestic production altogether, or try to

offset unprofitable operations with profits from importing

activities. This becomes a vicious cycle, however, because

of the fixed costs associated with capital-intensive fastener

production. As the volume of domestic production drops, unit

costs rise, making domestic production even less attractive.

This in turn leads to additional substitution of imported

products for domestic production.

Thus, the importation of fasteners by producers pro-

vides further evidence of the domestic industry's rapid

deterioration.

4. *The domestic industry, particularly firms
specializing in the production of automotive fasteners, has
and should continue to benefit from increased U.S. consump-
tion of fasteners.*

Virtually all imports of fasteners used in automo-

tive production come from Canada under the terms of the U.S.-

Canadian Auto Agreement. These imports are excluded from the

ITC's findings and recommendations. Consequently, the rationale

for denying relief is untenable, since import relief would not

apply to such automotive fastener imports. 

With regard to the domestic fastener industry in

general, all the evidence points to a rapid worsening of pros-

pects. According to the ITC, imports have steadily increased

their share of the domestic market whether consumption has
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been robust or slack. Since 1969 the import market share has

increased in each and every year without exception.

During the second half of 1977, the following plant

closings or cutbacks were announced:

- July 1977. Federal Steel and Wire Corp. stopped
production of track nuts and bolts at its
Cleveland, Ohio plant.

- August 1977. Bethlehem Steel discontinued opera-
tions at its Lanham Bolt Division plant in East
Chicago, Indiana.

- September 1977. Stanadyne announced the closing
of its bolts and cap screw plant in Elyria, Ohio.
Some of the machinery is to be used in another
plant; the rest is to be sold or scrapped.

- December 1977. Standard Pressed Steel of
Jenkintown, Pennsylvania, announced that its
Cleveland Cap Screw Division will terminate
production of all standard cap screws. Five
warehouses used for the distribution of such
cap screws will be sold.

- December 1977. The AVC Corporation initiated the
shutdown of its nut-making facility in Cleveland,
Ohio.

It is quite apparent, then, that the domestic industry

is not benefitting from increased consumption. There is every

reason to expect that the domestic industry will continue

itsrdownward course at an accelerated pace. Failure to grant

import relief would convey an unmistakable message to foreign

producers--and to domestic producers--that the United States

is content to see its its fastener industry sacrificed. That

message will ensure the collapse of the~domestic industry.

39-421 0 * 78 - 6
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S. "Provision of import relief would have signifi-
cantly increased cost of fasteners for U.S. manufacturers who
use fasteners to produce cars, machinery, equipment, and con-
struction items.'

As previously stated, imported fasteners used in

automotive production would not be affected by the ITC remedy

because it would not apply to Lports of fasteners under the

U.S.-Canadian Auto Agreement. Canada is the country of origin

of virtually all imported fasteners used in automotive production

in the United States. This can hardly be a valid reason for

denying import relief.

With respect to other imported fasteners,, it is rea-

sonable to assume that at least part of the added tariff would

be passed forward in the price of the product. Any import

relief easure has the effect of increasing the cost of the

imported product to some extent. That is precisely its purpose.

There is no form of import relief which would not raise the

cost of the imported products concerned. Consequently, the

fact that import relief will likely have an impact on the

price of imports cannot be a valid reason to deny import relief.

Otherwise, import relief would have to be denied in each and

every case--a result that Congress did not intend.

Because nuts, bolts and large screws are generally

intermediate industrial products, import relief could only have

a modest effect on the total price of end-products which use

such imported fasteners.
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6. *inflationary impact of providing relief could
cause unemployment in other U.S. industries, offsetting gains
in fastener employment if import relief had been imposed. -

The statement that import relief "could" cause

unemployment in other U.S. industries is purely speculative.-

To deny import relief on such a nebulous and unsubstantiated

basis is plainly unfair.

In contrast there are reasonably solid grounds to

conclude that implementation of the ITC recommendation would

not only avoid additional layoffs within the industry, but

could restore approximately 2,500 jobs previously lost to

imports. It is estimated that the ITC recommendation would

enable the domestic industry to produce an additional 110,000,000

pounds of bolts, nuts and large screws per year over the next

five years. Taking market growth and foreign cost increases

into account, it is reasonable to expect that the average

additional domestic production would be about 150,000,000

pounds per year. The bulk of this additional production would be

in the more popular size ranges. The rule of thumb within the

domestic industry is that one worker would produce about 60,000

pounds of these fasteners per year. On that basis, one can

easily calculate that a 150,000,000 pound increase in production

would create 2,500 jobs. This figure, of course, does not in-

clude another 800 or so jobs created by the "ripple effect'

in the economy.



80

-8-

Since 1969 the domestic industry has lost an average

of 1,000 jobs per year. On the basis of that pattern, one can

reasonably expect that in the absence of import relief SO00

jobs would be lost over the next 5 years._ Thus, the number

of jobs saved, plus the number of jobs created, by import relief

would be about 7,500. Since the average annual wage of the

highly-skilled workers in the industry is $12,600, import relief

could contribute $96 million to the economy annually. This

more than offsets any additional cost of importing fasteners.

Another offset derives from the fact that the tariff

would provide revenue for the Government, thereby reducing

its need to borrow. Another source of revenue would be the

taxes on the earnings of fastener workers whose jobs would

be saved or created. Import relief would also serve to reduce

spending by the state, local and federal governments for unem-

ployment compensation and related programs.

It should also be noted that the increased volume

of domestic production resulting from import relief would

facilitate more efficient use of plant and equipment, there-

fore lowering the unit cost of domestic fasteners--a savings

that will ultimately be reflected in domestic producers' prices.

Because of the 50% excess capacity and the keen competition

within the industry, any price rise by domestic producers

is likely to be moderate.
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7. *Department of Labor has stated reemployment
prospects for unemployed fastener workers are fair since
many of these workers are located in areas with unemployment
rates below national average."

Rather than justifying the denial of import relief,

the fact that reemployment possibilities for laid-off fastener

workers are only fair actually highlights the need for import

relief. Even the conclusion that reemployment prospects are

fair is doubtful because it ignores the high level of skill

possessed by production workers in the fastener industry.

It takes from 6 to 18 months of training for such production

workers to become proficient in their job. The Labor Department

study does not attempt-to determine to what extent laid-off

fastener workers have been reemployed or what kind of jobs

might be available for them.

8. OProvision of import relief would subject U.S.
jobs in other industries to possible foreign retaliation
against U.S. exports or compensation by the U.S. by lessen-
ing U.S. import restrictions on other products.

The possibility of foreign retaliation or demands

for compensation is always present when escape clause action

is taken. Congress knew this when it enacted the escape clause

provisions. Such a possibility, therefore, could not be a

valid reason to deny import relief.

In the fastener case there is far lebs chance of

retaliation or compensation demands for the simple reason that
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75% of U.S. fastener imports come from Japan. In 1977 the

United States had a $9.5 billion trade deficit with Japan.

Under those circumstances the likelihood that the Japanese

would retaliate or seek compensation would seem to be extremely

remote.

The fact that Japanese fasteners have captured so

large a share of the American market is attributable to a

government-industry plan to promote the modernization and

export competitiveness of the Japanese fastener industry.

Implementation of the plan was characterized by extensive

governmental financing of machinery purchases and a wide array

of export aids. The United States has never retaliated or

received compensation for the depredations of the American

fastener industry occasioned by the Japanese program. Import

relief in this case would serve to compensate for the dele-

terious effects of that program. Those effects include the

undermining of the national security interests of the United

States.

9. wImport relief would adversely affect U.S.
international economic interests, particularly in light of
U.S. efforts to reduce trade barriers in the multilateral
trade negotiations.,

The fact that trade negotiations are in progress

cannot be a legitimate reason to deny import relief. Since

Congress liberalized the escape clause provisions at the same

time and in the same statute that it authorized the President
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to conduct trade negotiations, it is evident that this 'reason"

contravenes the intent of Congress.

10. *The appreciation of the yen during 1977 will
alleviate competitive pressures from Japanese fastener exports to
the US. Imports from Japan have comprised about three-fourths
of total U.S. fastener imports in recent years.*

'rho appreciation of the yen since the beginning of

1977 has had little effect on the price of fasteners imported

from Japan. For example, the average unit value of bolts

imported from Japan in January 1977 was 30 cents per pound. The

average unit value of Japanese bolts for all 1977 was exactly the

same--30 cents per pound. Yet the Japanese yen appreciated by

more than 20% during 1977.

The average unit value of nuts from Japan was

44 cents per pound in January 1977. Again, the average unit

value for the whole year remained unchanged. Accordingly,

the suggestion that the import problems of the American

fastener industry have been solved by the appreciation of

the yen is demonstrably invalid.

The yen appreciation is apparently being absorbed

by Japanese fastener makers, or more likely, by Japanese steel

mills anxious to move their steel to the United States market

in and form. The implementation of the Trigger Price Mechanism

will further encourage the Japanese steel industry to export

steel to the United States in the form of fasteners which

are not subject to the Trigger Price Mechanism.
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ATTACHMENT II-

COMPARISON OF BASIC ECONOMIC DATA
IN USITC INVESTIGATIONS TA-201-29 (CB RADIOS)
AND TA-201-27 (BOLTS, NUTS AND LARGE SCREWS)

Ratio of Production to Capacity
(Percent)

CB Radios (USITC Pub. 852, p. A-16)

1972 *1973

3 4

* 2

3 3
* 2

30: 46:

2 3
1974 : 97

2

3 January-

1976 June--
1976 19772 2

* * *

2 2
3 2

58 2 76 :
2 2

2. "2
2 2
2 3
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* 2

Nuts, Bolts and Large Screws (USITC Pub. 847, p. A-55)

3I 2I 3I 3

1972 3 1973 1 1974 : 1975
2 2.. " . .

1976
January-

June
1977

* * *

3
74 :

I
76

3 050: 50 :

29

71 :
2

51

II
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Shipments, Imports, Exports, Consumption
(Value and Ratios

CB Radios (USITC Pub. 852, p. A-46)

r . i rApparent :Ratio of imports to-

Perio U.S. 3 I Exports cosump-Pe i d :Shipments .!/ :$ u o t :: t o U.S. : Consusp-

* *: ti : shipments : tion

L22 a1,000 aI--0 0 1.000 j,
d dollars : dollars dollars a dollars Percent Percent

1972- -: 10,843 36.671 : 300 : 47,214 : 338 ; 78
1973 - --- 18,076 44,130 300 61,906 244 : 71

1974 ----- : 32,636 87,299 420 : 119,515 : 267 : 73
1975 --------- : 74,714 a 251,335 1.104 : 324,945 336 : 77
1976--------- : 102,246 : 90: 1,987 a 939,561 : 821 : 89
Jan.-June-- : : : ,

1976 ---- : 61,569 : 386,844 : 1,059 : 447,354 : 628 : 86

1977------: 32,156 : 279,670 : 4,645 : 307,182 t- 8'0 : 91

1/ afers only to shipments of U.S.-made CB transceivers.

Nuts, Bolts and Large Screvs (UeSZC Pub. 847, p. A-53)

I - a Ratio (percent) of
TProducer P r t Apparent I imports to--

Type ad period : shipments :ports LI 1pors I/ € consumption: Apparent

a V alhupnts: A
: Value

* *1

199----
1970-- ---
17 2-.. . . . .. I
l973------

1974---

Jausry-Jum-

1977 ----

733.397
670,603
660,934•768, 64
905,972

1,167,777
923,881
946,397

484,255
53,847

a 49,195
3 55,900
a $2,339
* 113,466
: 166,348

388,222
, 227,128

a 112,453
150,434

46.503
45,376
44,691
51.436 a
66,042 ,
95.732

101,251 ,
107,055 a

54,062 a59,430 t

756,092
711,127
694,582
430,674

1.006,276
1,460,267
1,049,758
1,099,132

4'. AS54

9
13
13
15
18
33
23
26

23
28

£Lbsk
9 21

12 24
12 25
14 27
17 28
27 ' 36
22 39
24 44

21 41
?4 43

l
l

II
I

I

l

I

l

I
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Ratio of Net Operating Profit to Net Sales
(Percent)

CS Radios (USITC Pub. 852, p. A-49)

1972 1973 1974 197S 1976
* * *

18.3 : 18.7 - 18.6 * 22.9 : 7.2 : (24.4)

Nuts, Bolts and Large Screws (USITC Pub. 847, p. A-56)

S1January-
1972 1973 1974 1975 1976 June

1 " 1977

* * t

5.4: 9.4: 17.1: 14.7:

SPplou8mn

CS Radios (USITC Pub. 852, p. A-17)

11.4 .

I I

Item 1972 1973
I I

Average number of: . I.

all esploy..s-:1,810 :2,191
Average number :

of production t I
end related I
workers in CB-t 269 t 406

..J.

1974 1975
3 3

2,894 3,941

725 :1,651 s

I January-
:9 -- June-1976 1976 S 1977

j $

1 I
6,098 : 6,269 : 4,519

1 2
* 2
3 3

3,369 : 3,312 : 2,061

1977

10.4
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Employment
(Contd. )

Nuts, Bolts and Large Screws (USITC Pub. 847, p. A-57)

* : Production and related workers
Period : Total, all : engaged In the production of-- Total: ployees : All i Bolts, and : T ota

: products large screws : N

1969--------: 43,457 S 34,154 1/ : 1/ a 20,232
1970--: 40,639 : 32,541 : 1/ : 18,746
1971 ------------------- : 38,624 : 30,744 1/ : 1/ 17,210
1972 ------------ ---- : 40,073 t 32,262 : 1/ 16,858
1973 -- -- - 42,092 : 33,791 : ./ a 17.536
1974-: 42,342 1 34,497 : 13,008 : 4,382 a 17,390
1975-: 35,101 : 26,977 s 10,016 : 3,357 13,373
1976 --------- 34,339 : 27,080 : 9,690 : 3,387 a 13,077
1977 (January-June)---- : 34,509 : 27,011 : 9,510 1 3,393 12,903

"/ Not available.
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ATTACHMENT III

CHARTS

NUTS, BOLTS AND LARGE SCREWS: IMPORTS AND
PRODUCERS' SHIPMENTS, 1969-1977

- NUTS, EOLTS AND LARGE SCREWSr U.S. IMPORTS
BY QUARTER, 1975-1977

- SELECTED INDEXES OF INDUSTRIAL PRODUCTION AND
IMPORTS O NUT, BOLTS AND LARGE SCREWS

- NUTS, BOLTS AND LARGE SCREWS: INDEXES OF
IMPORTS, EMPLOYMENT AND MAN-HOURS WORKED,
1969-1977

- DOMESTIC PRODUCERS' AND IMPORTERS' SHARE OF
APPARENT U.S. MARKET FOR BOLTS, LARGE SCREWS
AND NUTS BY WEIGHT

- BOLTS, NUTS AND LARGE SCREWS: DETERMINANTS OF
IMORT DEMAND BY QUARTERS, JANUARY 1972-JUNE 1977

CHART I

CHART 2

CHART 3

CHART 4

CHART 5

CHART 6
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CHART I

NUTS, BOLTS, AND LARGE SCREWS:
IMPORTS AND PRODUCERS' SHIPMENTS, 1969-1977

MILLIONS OF POUNDS

700 "U.S.1 IPOR
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loo

U.S. PRODUCERS' SHIPMENTS

,Ito *" *AM f....,.

____________ ______ FITTED TREND twsf

AVERAGE ANNUAL RATE OF DECREASE:
1969-1977: 3 PERCENT OR 38 MILLION POUNDS

SOURCE: US. INTERNATIONAL TRAOE COMMISSION

601911N 1.. . I9,
1970 - 1971 19#3197n969 1974 1975 1976 t19/



CHART 2

NUTS, BOLTS, AND LARGE SCREWS:
U.S. IMPORTS BY QUARTER, 1975-1977

MILLIONS OF POUNDS
2M0

20

10U.S. 400P ,00

140

. Oc.t-D:)c. 127Toootal

1976
do* Jan-mw. 143

Apr-Jun. 166
jM-sep. 193

,2 Oct-D.c. 202Total 74

Jan-Mm. 184
/ Apt-Jun. 166

gounca.. 1 WRTSOPcui

,. IV IIV..... I Is
I II III IV I II III IVI

39n 1976 1977

i



CHART 3

SELECTED INDEXES OF INDUSTRIAL PRODUCTION
AND IMPORTS OF NUTS, BOLTS AND LARGE SCREWS

INDEX (I9 -100
220

200. IMPORTS OF MRTS. BOLTS
AND LARGE SCREW

180

Ndo

140MTOR 
VICLES AND PARTS

-IISTRIAL EQUIPMENT
- ' COMMERCIAL TRAMSP.

120 D__ AND FARM EQUI.
, FABRICATED METAL PRODUCTS

too

- -- FIKDUCR5"SilIPMENT5

OF NUITS, BOLTS
AND LARGE SCREWS

60 1 9 7

. gOURFXE: TAKIIE 1
0 ' ;
199 1 1971 1972 1973 1974 1975 1976 19"7

I
I

!
I
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NUTS, BOLTS AND LARGE SCREWS: INDEXES OF IMPORTS,
- EMPLOYMENT AND MAN HOURS WORKED, 1969-1977

INI)Ex (19- 100)

M I

Soma-cE US. INTERNATIONAL TRIME COISSION

I I
1970 1971 1972 1974 1975 1976 1977

t4ER OF PRODUCTION WRKERS

MANHOURS WORKED
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CHART 5

DOMESTIC PRODUCERS' Iand IMPORTERS,, SHARE
Of APP U.S. MARKET

for Bolts, Large Screws and Nuts
by Weight
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CHART 6

Bolts, outs, and lare screve, eteminunce of 1aport deand by quarters,
Jammary 192-Jusie 1977

Ratio of ygr, le Isport
pricprice to 4 veragoe .dmetc. Le

.50

3.1tve price of l.wpcts

1972 1973 1974 1975 1976 1977

SOURCE: USITC Publication 847, p. A-32
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HEARINGS BEFORE THE INTERNATIONAL TRADE SUBCONNITTER
OF THE SENATE FINANCE COQWITTEE
ON NUTS, BOLTS AND LAR3E SCREWS

(APRIL 4, 1978)

APPENDICES

TO THE STATEMENT OF
DAVID A. SPOEHR -

ON BEHALF OF THE-
UNITED STATES FASTENER MANUFACTURING GROUP
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APPENDIX A

THE UNDER SECRETARY OF THE TREASURY
FOR MONETARY AFFAIRS

WASHINGTON. D.C. "23

DEC 16 1977

Dear Hr. Feller:

This is in response to your letter of November 17
concerning the potential problem of increased U.S. imports
of steel fasteners as an alternative outlet for foreign
steel wire rod to avoid the trigger price system for carbon
and alloy steel imports.

As Frank Vukmanic has discussed with you and with other
members of the steel fastener industry and as our steel
report to the President states, we fully recognize the
Potential problem of product upgrading and the risk that
steel fabrications may substitute for the more basic steel
products in U.S. imports, as occurred during the quantita-
tive import restrictions on steel mill products imposed in
the late 1960s. The Customs Service Task Force implementing
the trigger price system will be alerted to these problems.
Should sales of fabrications or top-of-the-line items pro-
vide significant opportunities for evasion of the intended
relief of the system, appropriate action will be taken.

I appreciate your concern over this possible problem
and can assure you that we will respond effectively should
it occur.

Sincerely youris,

Athn Solomon

Mr. Peter Buck Feller
McClure & Trotter
Suite 600
1100 Connecticut Avenue
Washington, D.C. 20036
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APPENDIX B

0VERS IiT OF THE AINTIDUlMPIING ACT OF 1921

HEARING
Dl:ror. T1fln

SUBCOIMII'lTEE ONS Tr,.UE
OF TOiCl2

CO""11MUITE ON )V.:VYS AND Ul-_AN S

H011E O-F REPJRP1SEN TAbL,% Yto
N'NETY-FITII CONGRESS

FIRlST .vESS!OX

ON

T;)11 &DI.QUACY AND TLC .DMINISTf.ATION OF TUE
AXTJDVMrJNG ACT (Jt 1D21

NOVI3M R S. 2077

Serial 95-16

Prnted for thc use of the Committee on Wa)s oni 'ewus

- - U.S. GOVE'I!NM.T PC1ISTaIG oi'ICr
WASMIiNGTON' : 10a
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3TxATIIE:T or Timt, Lxttlo sr.mis$ r.,%irt~ %.NrveTL.ao GIoivp

SUSESIARY

The statelel retvItaimds sn i; lment to cloe a t hphole In the .. wi(ldinmi-
Ingt .Act. That tflp;lh'ui |.rta; t w matria|s to t.o dt hw. e, I, one? (orci;t ,o-au.
try In ap.other fetcii .euil-ry wbere ite m;turmals are Converted for iulc;et
to fhe L'tiitJ Suies market.

&TATEIIN

7be t'AiIeft St~teti }',A eer Mnu(tluri .: G rOup wishes to bring to tCe Coi.
mitite's aItena ion a p3rticul3r dut-'pinj pr scii' that calt be "-"rnjful to Americao
Industries. but eb cn e.nno I'e ro.e:led by the esistin; pyroislon of the Atl-
diiipho;i Act.

This Prl tice 11irOlVeA lie d'nl lai.1 of raw it-ter(all b Country .A Into Coutry
H. where they Are co forced ,to i,.r tahed oreiI, u'.t ext"rIteIi to the L.ifetI . ales.
In What w.ty, nJa, ctititrs in Councri ie able to o, ain raw nawrials At A
Io~er coli than Ihey could io 9!:e nbtes+e .)f .,vch duapi.,;. T",hi cnabes then) to
cbarge a lowr price on Oe .f [tip. ;i:nied products il the Uiltol -ctates market
In Couf.¢t'.,:m w;th ihe .S.Zie ;;Id of o, luci, made by .Amer;man mawifaclurers.
Taitrorevc farcirs a ornsmaif for .Ic;.cne ci' umingu~ of ic-re rodf

Evidence of t!k; practciee %'%a. e!!t.ed in hear~r,:, before the Ibte mntlonal
Trade Co:,:v!ion ld on $,c:u.r . arI :;it. 1',. to an e.:.npn cIluse case
Invol'np., bos:s. :.iS(3 ;i ltr; I -v,:'ws I Ilr~v..1.ti.tcno No. A-o1-;). * tne.
toprezent:tg .e ;.u:ener aitm!u.:ry ,. Tah:v.: .,t.hl htI. Japar.ese t::Ills were

li.z. Iow,'-.. ,,n .vOeI , :e :Cd , t;, r w. %, -:? . l !." r m o t [ at+te er ;:t'U .n a .
tritu;) ,i .. , , te:t r.r atr.';.ietire:. an .!.,'oit it e.,nts ri~r | Cu::rI. Cl[r
Ta,,von. j:.r%-.. a witi,c . ,c,.- :!:,o A-;tcr.';in I:; iutr$ ren,. e vide.ce (bit
Japan,.:e tr.:t wc.re *fe!r.-: ic..ai;,on "wr 'I .".r ,.n..st , Jaon in 3.l;m. at an
ex ;nill 3,ric%. (-: 3.01t |13 c. ;'e: por.". It 12; jpI,.et.I, Iltvu. b.t the wi:e rod
rice to T~ai:-. n ks a lui; I it ; :,-!c%.

Since a . i,-cattial pro,. n of itao 1".sternrs prodlure-I In Taiwvrt ,re .hippd
to the 'rante.| tle. the r.en e N! is O:.x: 'i ancse f.; re:ers reiorv.+o:t a COm.
dui t t..--~ d ;jlim: ,; J.s;A.n...,:e~ we :d in the t'idted Stare.. T.h:e princi;,:l
impact of that ud::tim: practice, howcvcr, iS.O: the .Aler'Cal fastener ;:c-Uk'ers.5

L.)p. J.oc in 11 J.tn:idi[ng.i .lec
The Antiduutpia;g .ct do. t rria!o a remc.ty for the dupnpf." pracicfce fe.

Seribd ah.ve. t iJly enovu0b. ,ect.oi Zvi(a) of tbe Act is wricca i:a terals of a

"That a cli-.s or .i'.d of foreI.ri i:morchlnlb.e -c bei;&Z. or ii lIkely to be, sold iri
the Cnl.U\ St.nt .. or v.I.ewhere ;t es 5.ham its f.air vailve..."

WVe do noE l.w wit- tLah! fthr:at -(.r O!.wehre'" ts Inclu:ded. At first blu.h It
sU;;'et.t$ (hat t-.' tital;t!( 'l dv-rcri,.:-I hore!:l . covered fly t.e Act. lrrAcver. Ohe
tehnicat provi.i.,n. of rhe .Act require (l. prtce of t.e Inaported ;iri.!o I the Ta.i
warc 1.v '. -n.rs to hit com::,::t-1 Cie. (c ir:de , i,!' fatt.ner% #,!d f-:,: co:
ILU11131!iC 1.1 the: viark: iwan. c: In nimir mury nanrlc+ts fr wi !tb
tbeir oaim; e vh!ero ,;. Nprt.tto). WtV.i'hor ih, Jg t:O'' .tctI wire
1Cd I% t.ehi: s.-Ad 1:, Tiwm.-Jlu .t . dUn:pt::; sr- Ni ii:umt.ri.. A% a ra;IC. this
typ~e of dltwalng cakn L... jpracitk %Sia lImpunity becau:-e of this lekilihole Ill t.ae
Antitlumaam Act.
Suggcwtcd oaje'a'oJn,!

We Le!ieve that l!!s ty' of tbl:dIcouttry dtxa.in; of rai raterialts to be
so~d hrtim Ct~aviI S:atv.4 in coc~*ri- dIjrm i.4 .1: urlaair trit'h' pr;1viite. We urge
tle couaaluttev. to. Ameandi Oht' ntij. Itmiin. Act to provide an ti'!t": lye rmuedy
againd-t it. A Closl.y , i;.a b,.Uu i'rW.vd.!C II fkr dJ.,-aiml vlim .%v'lt I.-ovirzti pr;'hl:ct.
appears In the bu.u:c.lraling ly f.aw 3 U-C" ;i,*..,,e oW 30.. I.i:azlnaie in
that i:w coi.., 1.i." added to C.e iir-a scnoeu.¢ in mcliO 21.41 (a) o,
tile A zlIatall.a'z: Act 1 I.I *C ICO I ), ts foloVi4:

"*l:c-ne er t: . rt-.try of .1. "'i:al.ry I h. r'.aa t"ter colld tihe 're"retarr")
dC .r uilei O1tm a c,.ad3I or kind oC lr.. c:crc&:1n:.Ji-, is. teir'.r, or Is' tI;ely to be.
sold Ili the Uni1¢,i ica.IaI or el-. he: at !v. s th.n It-; f-.ir vlue. their tlc oime
eAhJel 6c impotritd *ftr'i-'l:s te vAc' oue:J cf ,' rWuacin or OIArri C t, and
tiefti'r ucimeti ,utl or oto.rceAidiic ii Im;,rte., Idi I,€ .:s¢ r#,ei4iil, -:.s arAc¢
xpri I'is f ri sj& L ' ? oe, ry t o/ pr€' .r,,-Petio'nl eve A iq & " CA n ,j d in Cn I il ii on " b f

ikuorrultcture irr Ivafirc:Xr. he shla 1., daetet~lei$ne IuivenatitpaiiI
Trade CotittsiI'"n t hrolaatfzvr rallied the "'(.,.n.:nain,A. leJ the C',m mi-.-,Ion
Ill Illhfril'iii i% tilti thsie ionltiA C':i.i (irr O !th er ail inl-tr" ils I-h I'tlil J
14 1lS ir .4 or ik lilyvy to I,4 iiiiirsd. or Ic frevc-rot(,I fr n l',r.-c .. taloliiahed,
by rtz' of iht irfslm-rta.lio f :,tii aclahnlise Ijzao the vaile.l (The
&UMgzatC'Al n ,w i1mallli:. ;,' itlal(l:70.I.I

Ci.afr r;:illr w.u1,l. of course. have to e liid In the more lech.
I1imr ls'rplv%,i' filu) . $lh .. I.

We h.,le 11w 1o6. '1,41t will jmrnr' 11#0411 In !!IV .lmlt111111tee Ii 04< Colljl1r2.
Han of 'lh n.itlea.1'piy of tlhe mi~a. ,.mute 1o lroel with tu rrolh.m.ras Of unflir
I5lgrt lhoul1+ al mt atlrovi."

111 skould lso be moted that tbete Is a*ie lre d preil-jtles I* Tairstis.
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APPENDIX C

HOWf JAPAN CAPTURED A MAJOR SHARE OF THE U.S. FASTENER MARKET

About 80% of Japaneso fastener exports are sold to

customers in the United States. Since 1964, imports of nuts,

bolts and cap screws from'Japan began to "take off.* That

growth was, and is, the result of concerted action by the

Japanese fastener industry and the Government of Japan. The

penetration of the U.S. fastener market was the primary ob-

jective of a Japanese master plan apparently adopted in the

early 1960's. That plan called for the *hot house" develop-

ment or "rationalization" of the Japanese-fastener industry

by means of government-supervised standardization, government-

assisted quality control, government-funded acquisition of

advanced production machinery, and a whole variety of govern-

mental subsidies and incentives to promote the modernization

and export-competitiveness of the industry. That blueprint

was described in a publication of the Fasteners Institute of

Japan, entitled mIndustrial Fasteners in Japan" (1964), as

follows

The government, under 'Nechanical Industry Develop-
ment Temporary Measure Law, has set up a plan to
install, in 1964, new machines to expedite the
progress of fasteners industry. Part of funds
required for the installation of new machines will
be financed by the government.' * (p. 6)

This publication is undated, but the statistical information
and export target figures it contains, when compared to another
publication of the Fastener Institute of Japan, entitled
*Industrial Fasteners in Japan - 1965," suggests the prob-
ability that the undated publication was issued in 1964.
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This document sets'forth officially-ordained export

target figures for bolts and nuts for the period April 1964

to March 1965.

The export target figures are prefaced by thb following

statement:

"The liberalization of foreign trade, set out
by Japanese government helped by its policy
for encouragement of exports, gives way forincreased outflow of fasteners products to
foreign countries." ** (p. 14)

This document goes on to specify that, under the

'government's plan to achieve its export targets, a total of

902 machines were. to be installed in 1964.

The breakdown of that total was as follows:

Number Name

482 Metal machine tools (including center-
less grinders, high-speed lathes, thread
rolling machines, and automatic nut
tapping machines)

285 Metal machine tools other than the above
(including cold headers, hot headers,
automatic nut presses, cold nut formers,
and trimming machines)

65 Testing equipment (including torsion
testing machines, length measuring
machines, screw threading testing
microscopes, fluorescent flow detector
and magnaflux testing machines, and
metal composition analyzing apparatus)

70 Other machines (including cold hopping
presses, shot blasting and peening
machines, and heat treatment facilities)

e* Export targets for bolts and nuts in the following 12-month
period were published in a report of the Fasteners Institute
of Japan, entitled *Industrial Fasteners in Japan - 1965" at
p. 12.
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The effect of the acquisition and installation

of the new machinery described above was both immediate and

dramatic. United States imports of Japanese nuts, of iron

or steel, jumped by lO0%'in 1965. Bolt imports from Japan

rose by 33%; and cap screw imports' from Japan rose by 72% in

that year. Implementation of the Japanese master plan produced

a rise of some 1,092% in bolt exports to the United States

between 1964 and 1974. During the same period, Japanese nut

exports to the United States rose by 2,479%; while Japanese

cap screw exports to the United States rose by 4,070%.
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lee. £ °8O&O~

be For the Voanfaoturer
0. AS&at Increased Costs

li. Croup Floater Warance

5.Export Price Insurac
C. Export, Dll Insurance
V. Export Loan Insurance
E. Consignment Sale Export-Insurance
P. Oversaoa Advertisoeent Insurance
O. Insurance on Principal of Overseas nvestwnte
N. Insurance on Interest frost Overseas Inveetcents
I Distribution Pattern of Export IXsurance

4.JAPAUI EXEaXAL TRADE cOGAIZATION1 W.~NW)

A. Varket Research
3. Advertiing of Jaianose Export Products
C. Desi n Iuproverant
D. Credit Inveatigation Services
X. Domeatic ServIces
F. Budget

AM= t Japaz.s.e laws Relatia to Trade Promotion Aotivitio

wNC Lk SrM 1
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WXCLASSTTMD
Sof NaCoya's L1

This report cooplements Vacoyass A-2 of July 19, 1965 entitled ExOUr
7'rootion measures of cal Cove.r-.nt, which describes the export rt oo-
tion measuree of local Governments in Japan. In addition to the precticee

outlined In these reports, ry. nufaturer and industrial associations
carry on a variety of export promotion activities on behalf of their members.

The Japenese Covernzent pro:otes oxport5 by offerirg & comrrehensiva
system of inducements centering on (1) favorable tax treatment, (2) Sp cial
financial treatment, (3) a complete export insurance system, and (4) tho
supporting services of the Japan Lxterr.al Trade Organization (JZ.7T1O).

The favorable tax treatment prod-ra allows traders a lcrer than nor-
mal tax write-off for e-.o.t related OX;er.ses. Additionally It provides for.

bigher depreciation allo-ranrces L-4 grants special concessions in connection
with exports of tcchioloa. and with for&in inveztzents,

Special financial treatment per.-its ba-<s, cooperatives end rividual

* exporters to obtari. loans at low Interest t-rcs.

The Covornent's exprt insurance proL:rr. offers ni re ki.4s of insur-

ance protection to exorters a zinst incurring losses large er.ouh to bri=
on bankmuptcy. This i-surmr.ce system lo carried out by the Ini .y of In-

ternational Trade ar4 :r.dustry and covers rouZ'nly 801 of ar.y possiblee losses,
local Coverr-=ent pro,ra. cover an a&.t.o.al 150 of possi'oe losses (soe
reference)..

JE.2O supports partcipstion by Japanese enterprises at international

fairs and exhibitions by subleasing exhibit s;ace at favoralle Mte3, by
bearing soe of the shipping and display costs, cr4 by ayir, part of the
cost of returrn,, unsold echibi s to Japan. J' ?.O a!so coriicts publicity
an design improvement activities and a credit ir.vesti&Ution service.

V1MASST~-
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fep of kNafoya'uI AZ1.

Favorable tax treatment measure herein outlined are provided under
the Corporation Tax Law (Hojinzel No) nd the Cuotoas Tariff Low.

(A) Roervo for Forei,'n !.Imrket Dovelormont
(IR igal Shijo Kaitaku Jiunbikin) I!., s"

Exporter are pernittcd to nocount up to 0,:. of thoir procoodo from
exports as a reserve for foreign markot devolopiont which is considored
as an expense for tax purposes# whether it is spent or not. If the expor-
ter is also the manufacturer of the exported product, he may place up to
1.5, of his income fron export contracts into this reserve u.dor th&e auo
conditions. This provision became effective on April 1, 1964 and will
continue to April 1, 1969s These roservos awst be written off with equal
credits of income in the succeediM five years aXter their establiohmont#

(B) S~all e- :!;eiti ,Rese srve for F'oreli'n Mtirket Devolo-)nents
(Chuoho Ki~yo Sh-jo ::ait ku junbikin)

A small or medium enterprise which is a member of a counerc.al or in-
dustrial association that has been authorized by the Xinistry of intern&-
tional Trade and industry to acc"-late a joint rcserie for foreign market
development, may count as a tex-deductible expan.3e up to 1o5 of its in-come front forei4+n tradol if L like amount is deposited i- its associa+.on'
foreil n =arket dove'op.er.t reserv-e, The associate Ion may count the entire
amount of this fu:d as a tax deductible expense .16 it is actually used to
develop foreign markets.

(C) Stecial Denreclat-Aon A1.lovences:
(Yuahutsu To~rabetsu 5hokyaku)

A firm desigrted by . iI as an enterprise contributing to national

export promotion ins authorized a special depreciation rate for its plant
and equipment. This rate is OC,* of the normal rate multiplied 6y the ra-
tio of export sales to total sales. The maxi=m multiplier is 2 which
occurs when the company has no do-est-c sales.

This provision of law went into effect on April 1, 1965 and will ex-
pire in 1967.

(D) Reserve for Overscas IrvettePnt losses :
(Kaigai Toshi Sonsniosu Ju-nbi:=n)

A firm investing abroad zsy accu."late a fund equal to 50; of its
1JivestMents aloroad s a reserve against overseas investrcOnt losses. The
money' placed in this reserve is couned as a tax-deductible expense.

This provision went into effect April 1, 1964, and expires in 1969.

,. CLASSTTED
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A fircs which is exporting toc.tnolor' thrcUCh licCnfi.nfl technical
assistance contracts or any other form .ay receive a tax exemption in
tho amount of either (i) or (ti), whichever is lovert

(). 70, of the no.mnt paid for the use of the patent or other
technical knowledge (20,$ in the cse of consulting services
3iA0 in the case of marine transportation).

(ii) 50, of the income accruing~ from the abovo contract.

(F) Entertainment 1xoens~es t

A certain percentaSe of expenses for the entcrtairment of foreicn
buyers may be author-ed as a tax deductIbloe expense, on a case-by-uaao
basis. Buyers' travel and hotel expenses are'not'eligibe under this
exenption.•

(0) Tariff Refnd for Z.c-orterar

'Under a recently revised administrative directive of the Finance Min-
istry (Kan:ei ?eiritsu -'o, Sekko Rei .No. 155, June 22, 1954), exporters
and export canu acturer:o cay be refunded a ptrtion of the import duties
paid on raw materials arid components to be used in the rinufactu-e of pro-
ducts which are subsequently exported fro= Japan. Begi.nt. October 1,
1965, up to a nsxlnun of 0-5 of the price of the exported product Way be

•tefunded. Application for refunds =uat be made to 'fXI'I within two years
-of the date of the import of the ra materials or components.

2. SPECIAL FIVINT. !A

(A) Exnort Finncin,- SYsten for Coo-.rativas :
"CTushutou iyehan Kinyu Seido)

A cooperative which collects agricultural or marine products front
its members for processin.'snd subsequent export cay borrow funds from
the national government before an export contract is negotiated. This
enables the cooperative to raise the working capital necessary to collect
and process agricultural or marine products for w which production ar.1
cargo-bookine are often concentrated seasonally, regardless of the date
.of the export contract.

(3) Exoort Trade 3i11 Sstems
(lushutou Dooki Taeata, Seido)

At the discretion of the Firenoe KLnistry, an export trade bill drawn
b an exporter, with a letter of credit as security, may be discounted at
a daily interest rate of 1.3 sen (4.645A per anmum) if it qualified for re-
discount by the Dank of Japan. This type of bill is called "Salwari
Teklkaku Tegata" i.e. a bill qualiftCd for rediscount.
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i) An unsecured export trade bill "tiy also qualify for a loan from
a city bank. It an export trade bill drawn by an exporter after the con-
clusion of an export contract is qualified for rediscount by the Bank of
Japan but is not secured by an L/C, a city bark may loan coney eainet the
export trade bill at an interest rate of 1.3 son daily (5.475 per annum).
This type of bill is called "Tanpo Tckikalcu Tejata", i.e. a bill qualified
for security.

ii) Theru is no limit under this system, either on the size of the ap-
plicant company or on the value of the L/C, but loans cannot be granted more
than one year before shipcent. The systen assists exporters end the export
manufacturers by providing funds at lover then usual interest rates for pro-
ducinl, processing, and booking coutrcted cargoes before shipment.

(C) Foreiin ;xcnnre 7und Lon Svstcn:
Gaikoku wase Shi:in " dtsu o Seido)

The e,' c of Jap.%u maintains a C=4 frc- vhich loens can be nade to city
lbanks to facilitate the purchase of export bills by foreign exchcnie bar.nko.
When a city be-k purchasaatexortbill that is a time draft, the yen
equivalent of the export bill may bo lo a.ned to the city bank at an annual'
Interest rato of 2.555j. 'Ahis allow s the city bank to release more funds
for the purch se of additional export bills. The nor-..l tern for these
loans is six months.

(D) Jan Toort-not3r

(N~ippon Yuzhutsu;-qu Gin.4:o)

(i) A long tern contract for the exort of 2lant equi-, entp ships,
vehcleo, etc., may be financed by the Japan Exin 3ank (established in 1950)
with the cooperation of a city ta:,.. Loans nay be granted by the Japan 2xin
Bank (6,,) and the city bank concerned (20,) at annual interest rates of Z4
per annun or core for terms of up to ten years.

Iii) In Special cases, when projects in other nations r-ay contribute to
the expansion of Japanese exports, the Japan Zxir Bank may cake loar.s di-
rectly to foreign govcr.ents in connection with econo-ic development pro-
jects.

(E) Overseas Econoric Coo-eration Fund:
(kaigai Xeizai Ayoryocu Kikin)

This fund was established in 1961 ts a Coverrment agency to provide
loans to Jape.nese firns engaged in industrial development proJects, espe-
cially in Southeast Asia. The 7%-A can loan or invest in projects that the
Japanese Coverrn.ent considers worthwhile toward the u under-
developed countries and which vill accelerate economic interchange between
the recipients ar Japan. The rate of interest on these loans is 3.5) per
annu*, or higher, and normal zi.nu= ter=s are for twenty years. The Fund
activities are normally reserved for projects which would be difficult to
finance through a city bank or the Japan kxin Bank.

, .C1SSIfl.D •
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(111ppon Xaihat'su Ginko)"

If a private enterprise is considered by the COJ to be contributinC
appreciably to national economic growth thrcuh foreign trades and if the
modernization of that entorpriso is considered important for the growth
of the national economy, Japan Dovelojzont Bank loar.s may be availabia to
that company for the purchaso of new equipent. Firms qualified for this
financing are Generally capitalized &t less that W2 billion ($5.6 million).

(G) );xport Procotion Loe- SXstei for Desi-nated Smaller Lntergrisess
(Tokutoa Chubho Kigyo Yushutau khino Yuhi Seido)

A loan ray be granted by the Smaller enterprise Finan*e Corporation
(Chusho Kicyo Koko) to a small or =edium eized firm engaged in the .nu-ac-
ture of export products when that fira needs new equipment either to carry
out a lonr tern contract or to improve its production facilities. However,
at this tice these loans are only granted to 15 industries deeinated by
the Ministry of Inte national 7rade r.4 Industry, as follo-rst

Pottery Flatware Imitation Pearls
Ketallic Toys Artificial Flowers Smokirg Articles
)4etallio Watch B-ands Fabrics Unbrellas arA Ribs
Pencils Dyeing and Finlohirng Knit Goods
Clothing Tools Celluloid end Plastic

Articles

1) There is also a Small & Medium Enterpr1.e Equipment modernizationn
Fund (Chuho Ki yo Setsubi Kiraika Shlkin) front which 0OJ loans are vade
available to fi.-s that wish to improve their plant end equipment and/or
their technical co=nptence. 7he loans are available to all industries, but
nanufacturors of export products are given priority over zanufacturors of
domestic products.

3. £X?O.? MSVX.C' SYS' A(

There are nine insurance plans ad=.Intered by the 14inistry of Interna-
tional Trade arA Industry under the Export Insurance Law of 1950 (Yushut3U
Hoken lie).

(1) Ordir.arv exort Insurances
(P'~tOU Yusi1U%3U 9kcn)

1. -Individual Insurnce (Yobetsu _!o;.en)

(a) ',or the Sxvorter (Yuthutsuaha Kok-on)

Under this plan, the exporter decides how nuch his losses
mirht be and sets the azowtt and the terms of insurance coverage.
This insurance plan is urAerwritor. directly bV the Lxzort Insur-
ance Section of N"?I at Tokyo a at all its local bureaus. Unless
specifically noted as otherwise stll the insurance plans listed
hereafter are administered sinilarly. Nine risks are covered by
this Insurance as followS
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1. Roatvricticn or prohiition of forelt~n exchange
transactions in the foreign count- after a
contract has been concluded.

2., Restriction or prohibition of imports at their
destination,

3*. Suspension of foreign exchange transactions be-
cause of wr, revolution or rebellion in the
foreign country.

4. Inability to export to the foreign country be-
cause of war, revolution, or rebellion within
that country.

. Suspension of transportation by an accident which
oocurs outside of Jaan.

6. Occurances beyond the control of the beneficiary,
such as tariff increases, strikes, or boycotts
at the export destination.

7." Restriction or prohibition of exports by the
COJ under the Forol-. Lxctange and ?orel.-n Trade
Administration Law (Caikoku Kawaso Oyobi Gaikoku
Boeki Kanri Ho).

8. When the buyer is a foreign government or a pub-
lic corporation, annulment of an export contract
by the insured caused by the revocation of the
contract by the foreign buyer or any other act
on the ;art of the foreign buyer which might
cause cancellation of the contract.

9. Bankruptcy of the buyers

Of the above items, 1 - 7 are called emergency risks (Hijo K.ken)
and 8 9 are called credit risks (Shinyo Mviken). The settlement paid
by U .U depends on the riak involved.

When los is due to an emergency risk, the amount pAi.d to the bene-
ficiary Is 90A of the balance after deducting income from resale, unpeid.
expenses and expected profits froa the conoodity which the irsurel was
unable to ship, or from the export price which the insured was unable to
collect. When loss is due to a credit risk3 the amount ;aid is 60 of
the above balance.

MICLMI EM

29-424 0 - TO - 8
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Current premium rates for this ty'po of insurance aro

Se!2y 100 of the insord Anount

jerd Insured Rink Insured
emergency credit emergency + credit

every 2 months 22.5 5.9 28.4
or fractio.-"

(b) For the ,.anufeturer (Selanshs 1Ioken)

Under this plen a =.nufacturor is Insured against a
loss due to an exporter's failure either to execute ship-
ment or to collectthe price of the manufacturer's cargo
because of any of :he nine reasons listed in (a) above.
The rates a.d ccnditiono under which this insurance vzay
be iesued are the sece as for (a) above.-

*(a) Mantler~! Costs (Ztoka jvo oelen)

This" plan ;ays for losses caused by rate incre6aes
in ocean freiCht chsraes and/or ra.rne insurance purchaoed
by the exporter when such increases are the result of a
charge in the sailing or route schedule on which the ox-

• port contract was originally based, and when such charges
are not made by the contracting parties. This plan also
covore restriction or prohibition of exports by the COJ
under the ?oreig.n Trade and Forelin ExChange Laws.

i) To qualify for this plan, t6.e insured =ust be a
person or corporation elis-ible for the export.r's Insur-
ance listed in (a) above. The amount of coverage is de-
termined by tho insured. The rate of Drernln is 10 sen
per V100 of the insured skount and the term beir.s six
days after the date of the insurance contract ar4 termin-
atom on the day the cargo reaches its destination. Other-
wise, the conditions are the sa:e as for (a) above.

ii) The amount of this ir.nsurance is either bO0 of
the insured amount or 9Q of the balance after deduotirg
(1) and (2) from (3), below, whichever 1s lovers

(1) The rensinder after deductir the expenses paid
or to be paid by the insured for preventin,; or
lessening the loss due to changeS in schedule,
eto., froz the aount he can or will be able to"
recover by hvIng prevented or lessened his loo.:

VNlCL4SSTFI!D
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(2) The remainder after deducting the expenses re-
quirod or- to be required by the insured for
collecting compeneation, if coe mnsation is
paid by anyone, from the amount which the in-
sared can or will be able to recover by means
of compensation.

() The remainder after deducting the ocean.freitht
And srine insurance rates in the orii.inal con-
tract from the rate increase due to the chAnge
of sailing and route schedules, as actually
charged the insured.

2. Croup Floater Insurance (Uokatsu .oken)

Any Japanese exporters' association cay purchase a
group insurance policy from the ministryy of International
Trado and Irustry (='&') which covers all their coabers
for the ri:e.s included under Ordinary Export Insurance (A)
above. Nine exporters' associatio. have corcluded thks
type of floating insurance contract with =qTI as of this
date, together with the items covered by this insurance
which are. as follows:

Jm of Asoociation•

(:)i-jpan Cotton & Fabric Exporter3 Association
(2) Jaan Silk & Chemical Fibre Exporters

Association
J3, Japan '?ool and Flax Exporters Association'

Japan Textile Products Exporters Associition

(5) Japan General "erchandise Exporter3
Association

(6) Japan Rolling~ Stock Exporters Association
7 Japan Xachinery ExpoTters Association
8 Japan Ship Exporters ASSOCiation
9 Japan Electrical Vire Exporters Asociation

Items Insured

Cotton yarns and fabrics
Chemical fibre, yarns
and fabric
Woolen goods
Textiles and cade-up
goods
Footwear

bilway vehicles
Machines and equipment
Ships
Electrical wire

a. The anownt of coverage ar the premium rates are
fixed by M? on a case by case basis according to the
respective contracts between =lTI and. the different
exporters associations. The risk3 covered are the.
san. as In (A)-(a) above, but the rate of coverage ise
90A, of losses caused by emorgencyrisks ani 644 of
losses caused by credit risks.

b. The aeoimt of coverage afordcd by contracts for
this type of Insurar.¢e varies widely. For exanple,
textile goods are iSsurod for 30% of the export price,
footwear for 50,4 and cachireryi, equipment arA sbips
for 80f of their export pricoo under the policies now
In foro."



112

Pago 1 of Zlaroya' At!6

c, Group floater insurance ofore, rany advantages to
members of associations. It is cheaper, it doo not
require case by case purchase, there is no limit on the
amount of covcrao and it becomes effective on request,
without the usual five day waiting period required in
connection with individual insurance.

(B) Export Price Insurance:
(Yushutau Paikon iloken)

This insurance covers the export price an.d/or rental cost of
equipcent, ships, vehicles, or other items desi6nated by the Linic-
ter of International Trade and Industry,. Additionally, thu price
or value of technical processes and/or labor services offered under
a technical assistance contract ray also be insured under this plano
This insurance is underawritten only by the portpot Insurance Section
of 1=1I at To0k;O*

I) This plan CovOO-s losses incurred -hen the insured is unable
to collect the export price in cases where the buyer's pay-
ment ha been deferred or .,en the Insu.-ed is unable to
collect rent o.- the value of services rendered because of
any of the ,foll.ving reasons;

1. Eot friction or prohibition of foreign exchange trar.sac-

tions in the foreign count-,.

2e War# revolution, or rebellion at the destination.

3. An accident, outside of Japnnnnot caused by either of
the contrActirg parties.

4. Bankruptcy of the contract partner.

"5. The contract partner's delay o" more than six months in
the settlement of a debt.

11) The insured fixes the a=ounz of coverage within limits set
at 90,0 of the e::port prl-ce for tar.ible items &-id 80Q of
the value or contract price for technical or labor services.
The terz of insurance begins when the cargo -a exported or
when the technical or labor service begin ,3 and terminates
with the final settlement of t?.e account. The base prea-
lum rate is 26.5 sen ;er '1GO of the insured amount per •
three months or fraction thereof. The term beg-s when the
car'o is chipped or the tecr=Ical or labor services offered
and terminated with a. final account settlement.

Ii) Those above rates are halved if the insured bears an L/C
opened by & leading bank or a letter of guarantee for pa;4yent
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isucd'by the foreign govdr.Lent concerned, and again
halved it the insured also carries ordinary export in.
surance noted above (futsu yushutsu hoken).

The Mmirlum loss covered by th.o insurance is the reminder
after doductinZ (1) from (2) multiplied by (3) as follonD:

1. Unpaid cx-enoes and the a:oit which can or will be
collected fro:: the sL-le of tny recc',ered foods.

2. The price of the exported cargo or the equivalent
value in services which thi insured was unable to
collect.

3. Percent of coveraeo p-rchesed.

This insur.::ce covers the lo.pse3 of forei,-i, exchange bank3 Which
purchase dccumentery bIlls that are later dishonored. Thd system en-
couraces forei-n exc.-.rge banks to purchase D/A and D/P bills and pro-
tects the exporter by e: mpnting him front redeeminp bills drawn by him
that are later dishonored for reasons beyond his control.

L) This insurance e',arantees payment to the holder of documents,
including a draft accomanied by an airway bill or a .arcel
post receipt, so l.on a.s the bill is dra., by an exporter
against an export cargo. A clean bill would not bo insurable.

ii) To date63 baiks, including$ nine foreciGn barks (Bank of Amer-
ica, First National, Hong .on and Sthaai Bank, 'etherars
B.nk, Banque de l'lndoch'ne, 2nd Chartered e.Y., mercantilee
Bank, Chase %'nhattan 3ank and Continental Bank), have con-
tracted with ALI for Export BiI1 Insurance floater policies.
An exporter who wisheo to benefit f.(= this insurance plan
must sell his docuzentar bills to one of the 63 banks. This
insurance enters into force when the bank requests IT1 to
insure a bill.

iu) P ior to purchasing bills, !Z"TI requires a credit report on
the drawee of t*.e bill which is submitted by one of the 63
pirtic!atinz baeks. If the drawee is a forerun Coverr.n.entf
agency, or public corporation, a letter of certification is
submitted instead. Once a drawee has been reRistered with
XITI, insurance can be granted on later bills which =ay be
thenceforth purchased without &.ain consulting .gTI. Risks
Covem4 by export bill insurance includes

I
fill

-*'*-"I" '
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(a) Cases in which the forcirn exchnnc bank cannot be
paid by the drawee of-a documentary bill on its due
date because:

I. The drawee h.sa re .us od to accept the rooda, in-
cludin& caces when the draree has deferred re-
ceiving the goods fCr core than c-x months aftor
the date of the bill.

' 2& Proseln~ttlon of dceuents is ino ible duo to
the draree's absence or sore other ur.avoldablo
reason.

3. The drawee has become insolvent before present-
ingj the documents or before the bill matures.

(b) Cases in which the purc1 ,z-Ari bnr& is co~pojl. to'
repay a bJ.n.k which has Iasued w*" acce.te.ce at the
latter's recourse be"-use of the d'awee's failtro
to pay..

Iv) Idith ree a." to both (a) and (b) there are no restrictier.s
concerning reasons for a bill beinS dishonored. "However,
unlike the ind-vidual ir.surance (kobetsu ho<en) in (1)-l
or the export price ir.surance (yushutsu da'k.n hoe':n) in
(B), the maxiruz insured e-ou.t -'a 6f, of" the face value
of the bill.

v) Premiums are Faid to t:-.e :-tional Treasu-j by policyholders
but in prp.ctice the cost of this insurance is cherrad to
the draver of the bill. The premritu rate for a sijht bill
Is 23-4 sen per T10 of the inasred account. The other rates
areo

Sen-lCO of t)- insured azo'nt
*(100 sRn 41

Anz-1I3h'i BILL FflMD-DATx; OR AM-I-ATi: 31LtTerm (no. d,~s)* D/A D/ D/A D/?
20 days or fraction . 47.4 25.7 43.2 23.4

*KOTEt The term means the period from the sight to the due date
of the after-sijht bill and from the purcrase date to the
due date of the Cfxed-date or aftor-date bill,

vi) The aount paid to the bank when a docur.entary bill is dis.
honored is WC of the bWlanoe after deduction the azou'nt
collected by disposition of %te cars or any other reans.
Any bank which is reimbursed by this plan lose* the right
of recourse against the exporter*

lCLAJSTI!LD"
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vi i nis insurance s'cqu rcs tho fQreirn exca.ro bankto absorb 20;, or Sko loss. However, there are various

local Syoters O-it ailor local movernidnt G to take ca %ra
additional 1'51t of the burlon. (SeO Nago y's A-2 of July
29# 195).

(D 1lxpo:t Len In,,'ra.cci:
*' MXuc -Ah;Ru A Mvu no!en)

*his Pit-fl (0clcr Icak 16aes reo-u-tin ficm% tho borrower s f ail-
uro to re aij cxi exort lo,_i. Under ti s oy- stc, 11 1'' has concluded
ccntrr.cs "ith 3 bmn.:s which allor those banks to insure funds loaned
against bills or loancd throuh bUl d:zcvntlnd. Ths use of theso
loans in linJit-A to t follow Lj ca:es %

(a) Funds needed by an exporter o. ani export. :anfacturor
for tho execution of an export contract.

(b) Funds .needc0 by th.e proA ucer of er..icuitural, forestry,
urine o' livestoc3- prc-icls, or by the mar.ufectUrer of
sundry gocds or other Itens as decifnated by the ?Minis-
ter of Inte .national Trade and Indust-ry, rhen t)heoo
items are pro.ised for future ex;ort delivery. Prior
approval of this t;e of transaction by :! is required.

.) Prer.ium rates are'21,6 sen per ;nO0 (1o sen - 41) of the
insured value of thq bill %er two onths or fraction there-
of front the de.te of the loan by bill or the date of dis-
count to the due date. 'he tan'~ ays the preiism to the

National Treasury and ray charge 2/3 of the premiun to the
borrovrer.

ii) The amount aid to t.e insure! (the bank) when the borrower
becomes unable to ship the contracted cardo or to collect
the price of the cargo is 6V'P of the balance after deduct-
ing the azosnt which was collected by the bam.' at a lster
date from the eount which the bank could not collect on •
the due date of the bill*

(a) Consinrjent SRae Eyoort nsurece:
ltaku anbal Yashutsu hoken)

This systen covers the exporter's losses when a cargo ic shipped
on consi nzent and the exporter cannot collect the expenses of export.
azW/or "on the spot" sples. Collection for losses &tezming from the
failure of the consiCee to remit the cost of goods is covered else-
where. Accordinely, thin insurance plan does not cover losses through
non-deliver/ of the cargo or through credit risks. 'The premi is
Vl,8 per 1OO of the insured amount.,

WMCLASSIF.
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1) Although unecr this plcn anyone can be the in-urar,. the
beneficiary must be t'.e oriZ-'nal consienor. Accordinlyt
the cxporter who receives corcr mndise on consiCiinent fron
a manv':cturcr and re-ccnsiens it to a foreign firm can-
not be the bez,-,iciary of Cons nm.uent Sale Export Insur-
tlnco,

ii) The insurer octs the emou., acccrdin, to hkia esti." .te of
possible losses. How.-evor, the insurer is required by ;1TX
to estimate his sales and ey.-enses at 'he tice he applies
-for insurance. Expenses include the cost of production,
procecsingp caro-bookin*r, shipping wid inspection char-
ges, ;arehousir charZes at the destination, consi-noo's
comrdnissin, ,A &ny other cx-nscs chargeable to the con-
ainor. The insurer also octs the aturity date of the
consirv-ent contract and the value of each unit of the
carjoe

41±) Thie k3n.d of insurance covers 80,1 of the renairner after
deducting (a) through (d), below, fr..n actual expenses
which mya not exceed estimates r-a.de et the tine the in-
surmnce contract -as concluded. Computation is based on;

(a) The price of the c.rgo sold during the consionen,.
contracGL. 7nis price is equival nt to the unit
sale value notod in (ii) "ultVplied b.te quantity
sold, regardless of the actual sales receipts.

(b) The rerfainder, from the proceeds acc- !.ji frcm the
disposal of the unsold car&c after its return to
Japan, less expenses for its return shi.nent and
disposal. The unsold portion of any consiCr.nent
exports must be reshipped to the consiencr within
three months after the -sturity date of %he con-
sign=ent contract. This period may be extended to
12 months at =TlI', discret'=one

(c) The balance of proceeds from disposition of the un-
sold conit;nzent cargo outside Japan after the ca-
turity date or the origiral consinment contract.

.,Diaposition of such cargoes ouside Japan is sub-
ject to approval by the 'Zinister of International
Trade and Industry.

(d) The expenses required for the shirzent anwd re-sale
of the initially refused coneignvient cargo. Should
any of the above ti=e limits be exceeded or if the
cargo is re-aold outside of Japmn without approval
of KIT1, the insurance contract is void.

wooCLssTFnD



117

UNCLSSII'IFD

Page 16 of lmacoya's A-16

(F) Oversens Advertisir Insur~ncel
(Kaisai Kokoku Hoken)

This insurance plan covers advertisirFv costs when the projected
export voltmes for a product are not reached following an overseas
promotional campaign. Coverage is up to 50,' of advertising costs in
direct proportion to the ratio between the anticipated export volume
and the actual export volume of a given product. For example, if
25, of the export goal is not reached, 12.56 of the advertieinG cos
would be reimbursed to the beneficiary,

l) Anyone may be the insurer but'the beneficiary must be
the party directly responoibLe for initiatine and boar-
Ing the expenses of advertisinr abroad.

1i) Products to be insured under this plan muot bear a die-
tinctive brand name, trade:.ark, or sone other desieha-
tion that the product was made .n Japan. Accordingly,
raw materials, farm products and the like c3.-Lot be in-
sured under this plan. Yarn and fabric, textile goods,
footwear, ships, rollinas stock, achir.e equip-ent, .d
other products as des'crated by LI'TI ray be advertised
by de4monstration as well as other means.

iiI) Advertising expenses defined here consist oft

(a) Expenses incurred by advertising in newspapers,
maiazines, radio, television, catalogs, movie
ilo, slides, oi by means of the exuort of sam--
pies, displays, etc.

(b) Cost of overseas market research, inciud.np, send-
Ing market survey tess abroad and/or having re-
search wor: done by Corel.jn firms.

(a) Expenses required for biddi.n on intorrittional
projects, £ncludiLnj biddi.g on public works pro-
jects of foreign goverr.ments.

The foilowinj activities are not insurable under this
plans

(a) advorticinW withiA Japan

(b) odvertising solely in connection i th international.
bids or with overseas simple shows.

(O) Advertising through sendinG a mission abroad whose
activities include nore t'ran just advertising.,

(d) advetisin ~ through the use of pocket notebooks,
calendars, cut-sampleu, ond the like when they
are sent as. a courtesy to foreign cup*-.zero.
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(a) Advortisino- by sondin6 saplos to individual
p]erons.

(f) Advertising in an area whore the Inport of tho
advertised article is pignificently rotrictod
by the local .ovornwtont.

Iv) Before Isnung" the insurance, MITI examines the advortis-
Jre plan for its suitability to the article and tdhe advor-
tisine area to be covered, the advortisimlc methods end '
rates and the ;eriod of time it would take to recover the
expenses involved.

v) Within the 50 limitation, the amount insured is fixed by
the insured. Premiuz rates are ;0.07 per ¥OO of the
amount insured.

vi) To understand the complicated r.ethod or calcu.ating pay-
ments to be."oiarles under this plan, the reader is re-
quosted to keep in mind the following definitions:

* a/ Eport Areas
The area to which ;I has approved export of the
product concerned. For th1s insurance, e.dvertAs-• . ng is generally consiered to be limited to a
stated ex;ort area, except undcr unusual circu-
stances.

"2J Period of '.ecovory "

The minimum period duri-C which the a=ount of ex-
port sales required to recover advertisire, ex;oer,-
tes Is expected, with 12 months as the maximun.
The p riod of recovery begins three months after
the cozrwinceeent of advert'sing.

* . Rate of Recovery%

The percentage obtair.ed. by dividing advertisir
costs by the rerzinder after deductinr the basic
export amount (*§_) from the Minimum export amount
l(e/) from which the advertising costs can be re-
covered.

S/ Standard Rates of Reooveryt

Standard rates of recovery are fixed as follows:

Cotton yarn andf abric ........ .4.%
Chemical fiber, t.:-.zs and fabrics..... 8..

UCUSSlFID ..
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Wool yarns and fobrics.
Pottery . .......
Industrial pharmaceutical
Oils and paints .. .
soda. ... . .
Edible oils........
Precision cachinery and it
Coounications equipment.
electricaL rchinery and 4

Other rachinery'and equiX,
Autormobiles ....... o

bicycles and motorcycles.
Metal products* .
CG8. l s . . . o o
Cerc . . . . . .. . . .
Chemical fertilizerso.
Drugs and cosmetics
Paper ar4 pulps .....
Rubber products . . .
Condir.ents. . . . * .
Others .. o . . . . . .o

s . . .76
. . .. ,.,.;, 6 . * ,...

. . . . .
...... .. .

lent o o • .4.3?;

* • • , . . • • .5.57
. . . .. , .. . .

• . .. . . . . 21s'
.. .. .. 11.

. . . • • . 5o 7 5%,

o . . . . . s 0./1
S• . . . . . • ;6

*5/ 111itraai Ex-ort Azont:

Vnen there has been esh -ment of the advertised
product to the export area, the basis for conmut-
in. nnisu export ano;nt is the average value of
the exports of the advertieed. product over the
preeeeding two years in proportion to the period
of recovery, multiplied by the appropriate stan-
dard mne ification factorl az.rZ.those listcd belows

.Average Ranje Preceedirq 2 Year's
ix. or tR (8 1
Axporl. value .
More than I

2
3

'a 4

" IN 28

10
15
20
30

'a 40
* 50
" 60
fo 70

aa less tIen 1
Less than 2

'.3.

*6
S.7"8

N ,5

if

S

I.

S.

S.

.5

if

U

7
10
15
20>
30
40
50
60
710

- ,.80

Stcaneari d tctO~Fe~

4.0
3 .9
3.8

- 3.7* 3- .63-6

0.4

3.2• . 3.0

2.85
2.71

. 2.57
2.44
2.32
2.20

-' , 9
* .



120

UNCIASS

page .2of' IfavyAls A=216

s0 90 1.99
90 100 l.19

nor; than 10) 1.70

Example: The mininu.i export anowut will be V36
million if the total value of exports over the
preceedinC two years was V24 million and if the
period of recovery is 12 months, with 3 being
the fixed ster~ar-d multiplier for exports of
10 J., 25 rdillion. (;:24 million X 12 mos.) X

V36 million. 24 res0.

a/ leDsc Export Amount:

The value of a csrro to be exported, with or with-
out a.ivertc,ti , durin.c the period of recovery.
Thic is calcuated in three ways t

1. When there has been no shl;.ent of the car,-o
to the export area in the lAst two yeats, the
basic expert amount is zero.

2. When there has been shipment, without adver-
tisint; of th.e product to the export area dur-
ing the previous tV',o y-aars, the b.pc export
amount is the result of the ;eri'od o recov-
ery in relation to the last t*o years' oxpo=,ts
rultiplied by actual ex;orts. Thus 24 million
X 8 rs. 1..
24 ns

. When there has been shipment with advertising.
to tha export area in the last two years, the
basic export amount is the re =Pder after de-
ductiniv A from 3 be;o-:, equivalent to the per-
lod of recovery:

A, The amount of the previous two years' ad-
vertising expenses divided by either the
rate of recovery or the standard rate of
recovery, whichever is lower.

B. The anount of cargo shipped in the preceed-
inr. two years.

kxanple: The basic extort eount would bo V5 million
if the Aroo:irt shipped in thA Dreceeding two years WA$
"420 million with odvertising costs of ¥20 tCeK, if
the proposed rate of recovery were 2.5, the standard
reto of recovery (-/) were 2;4, and the period of re-
covery were twelve conths. 12 ;os.
V20,O0000 - (2CO,00 0.02) X 24 nos." a ¥ t000.000
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.Rene ".sic Export Amount:

Tho price of the avertiscd car-o expected to be expor-
ted durinr the poricd of renewed recovery (.2/). This
ie equivalent to the original bsic export ammnt mul-
tiplied by the ratio of the proposed period of renewed
recovery to th,. original period of recovery (t_/),

S / Perio- of ,olerd Recovery:

The period durinG which the effect of tho advortiiine
is expected to continue, even after the tormination of

*thu oriGinal period of recovery. The nor'zal period
allowed is six Months, during which additional recovery
of the ori~trnl advortisLri ex-ense is llovc'd.

/ Rate of Renefted recovery;

The rctio of the advertise.. costs to the minin=c anournt
of export required to recover the above advertisna coctz.
Incider.tal% ., this porcer.tage is equal to the oririral
rate cir recover-.

vii) The amount p-aid to the beneficiary under this plan is the
balance after deductin. (a) through (b) below fro" ti-he ac-
tual advert.' n.: ex×cnses incurred under the adveretisLnp
plan approve dby 1.. 9 multiplind by the ratio of the pro-
jected export volume to the actual export vol ue.

(a) The rrmainder after deducting the basic export amount
from the ;rcceods obtained. or to be obtained for the
cergo durin,4 the period of recover'/. In other words,
the export ano.:tt increase. by the immediate effects
of the advertisin,- aultiplied by the rate of recovery.

(b) The proceeds from the disposition of samples, exhibi-
tion facilities or other properties and/or ri-.ts ac-
quired incidentally to the advertising.

(c) Any amount obtal.ed as compensation for physical dam-
age to the advertising =4terials.

viii) After the settlement has been made, beneficiaries are re-
quested to refund to MITI a certain percentaCe of the 1ater
export proceeds arisif from the immediate effects of the
advertisinG campaign. The for=ula for the amount to be re-
funded to UJ1TI by tha beneficiary is (a) X (b) + (a) X (c)
explained below:

(a) The balance after deducting the renewed basic export
amount from the income obtained or to be obtained
for the value of.the carco exported during the period
of renewe4 recovery. 

.,

..SU11CIASSIM _
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(b) The rste of renewed recovery

(c) The ratio of the pr6'jectd export vo).w o to tho nc-
tual e..port volume.

I.B. Thera have been no instances in which Ovcrsca, Advertizind In.%urancl
haso been L-sael.

(a) Insirr",ceo O e ,. nf-2n1 Ol'er oTf ...... ,,,.
TiiOS11i Ga.-Pon xOken)

This plan covers stocks ar.d ;,ier hip assets of fore!,- organin.tion.s.
The purchase of fot'r1 ± stocks and assets must hawe tie approval of :.:ITl or.'
the purchase must contribute apprccie-'Ay to Japw,'s bte:.--.;onal ofiico c£
pa;ments•

1) This !n:,r, rce is ur.er rtter. only by the Eyport Ir.r-
nce Se'tion of t.e i ni~try at Tokyo. Its normal z.ax!-

aum tQ:2 is 15 year, but ray 'be extended if a 'orC %riol
of plant construction 's pl:Enne-. The insured rust estim-
ate the probaolo annual divijerA for each year and cot the
-Aount of -ock or as3ts to ba insured. The prezi73 twe

is 47.9 sen ;or V100 of the insured a-o=.=t, per mnun

ii) Risks covered by this plan are:

(a) Confiscation of the purchased stoc: by a .orei.p C. ov-
ern ent.

(b) Dissolution of a foreair. corporation 4up to da..a-.e
, caused by war, revolution, rebpllior., riot or civil

distur'bar..:e, or from the ire-ent of tne rights
or Interests necessary to the conduct of" its busi-
ness, caused by a fore!,n. Covem.ent.

(o) Losses incurred when the stock of a dissolved cor-
poration is sold before the re-openirn of the cor-
poration, provided the corporation has been out cf
operation for at least six months prior to the.sa'e
of the insured's stock: .

SII)" The loss covered is 754 of the balance after deducing (a)
through (c) below, either from the net asseta, the stocks,
or shares, at current market value, or front their origi-

* nal purchase value, whichever is lower.

(a) A of the dividends paid on the stocks or shares.
It thece were less than the estimated amount of div-
idends when the contract was signed, the estirated
amount is deducted.

.LMcU SSITMD
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(b) The amount co1:eceC ro ectivitien which ay h.ve
reJuccd the lore.

(o) The .notv-. cbtn.ne-d or to t o obtained by any repara-.
tiois suclh c co=:: -:aticn by -eans of natio:nal bo::ds
or ;r~nali,... pa.ynaets, for the eP4o'nt cx-:'op;-.ie4
by the fcro ,n iov-ont. Ko, vcer, the amount in
(o) is 0-'o i'ci.' by :4iT! If the reparaton
in not pei 1,)y a foc-"Ca vcr~z for the folloriq;

1. Co:.14-Catic. or fraezirZj or~ f un s

2. Restriction, prohibitIcn, or suspnsion of for-
eight cxc1,-ne t'asactions. (Only Whr.n re.Lnvect-
ccnt is i~c~t fersoible).

3. In- n biTity of r,,fundl by n*-tio:,l bonl~nk

4. Cancellntion of psyments'.

The subjecto uw'.orrriter, art te preniun of this In3urafnce plan Are
the san,: as those in (0) above. The torn of inuu.r.ce 's ten years. Thi
insurance covers Loczas to investors when t.e roritta ac of dividends on
overseas investant to J.p, 1eco:es i:z.osible fo " nore than one year *o-.
cause oft

a) Restriction or pro,-,i'ition of forei&,-n exc!-z:iLo trar.nsacticnsin
a forain country.

b) Suspension of foroiGn exchm.e transactions by war, revolution,
or rebellion in a :oraign cc -trj/.

o) Control or dividends by a foreib-n j;overr-ent or related aoency.

d) Cancellation of epproval for the renittance of dividerAs or non-
performarsee of guarantced rebittL'nce by a foreign goverr..ent.

*) Confiscation of dividenres by a foreign goventrent.

i) -The amount covered by this insurance is 75 of the balance
after deduoting (a) through (d) below from the s.nount of

* the missed dividers:

(a) Expenses for which pay- nt later boce..e unnocesear7.

(b) Expenditures in the foreign country front aividend
funds which could not tb sent to Japan.

(a) Amounts which were iaital Invostments in overseas
xasnios by virtue of actually t "ng used for the

tie IAIP ,..q.9' Me
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establi.-sn.nt or
portion closely
of the investiiw
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Increase in the capital of a cor-
affiliated with, or a subsidiary
JaWa.t-o co;porat cn.

(d) )..'ntn acc-ed through cot-onS ttken to reduce
IOSS-3.

The fullowi'v table shcws t.e istributicn pattern of these insurAnce
plr~nc durlnr the pnric', January - Iovc.ber, 1964:

Kin~i or 7nsrj- nce

Or-inny export insur-nce
Export price insur--ce
&no:t orbill ins ..-i.ce
;xport lo-zr. insurance
Considnr.er.t nale ex^or- iuranIe
U'verseas advrtisc.ent iis'-.c.
Insurrwca cn the pricio1 of
overseas inve' events
1nourance on the in'tc4Cst frO=
overseas invctmnts

TOUL
4o JiC :-D'A

Number o Contracts

998
64,621

. 155
14

24

2

2 0, 731

Inspired Amount
;r 1000

307,200,294 .
S 1216,5 ,o46
6 4393, 047
1,174,052

.29,151
0

I, 095,897

499,505,970

JaTRO was established on July 251 1950, as a special govec.--nt oied
corporat-on. T'hat it has since become the core of Japan's trade prdnotion
activities is eviderced by the fact that in j.' 1965, J3.TRO..as allocated
3,244 million, cr 62, of '.TI's budget for trade support actiorities. Out-
lined below are the raJor trtde promotion activities unlertaken by JVO.

A. M ,rket Research:

Overseas facilities cvned and operated ty JT.fl, ot present, include
14 trade centers, 5 nachinry centers, P.nd 40 offices. Also, there are 27

. stations rsn8red jointly by J-,, and private domestic industrial groups.
These 06 installations employ 5O Japanese ard 160 local employees. :ar-
ket reports preared by these overseas posts are sent to XJTRO's Hose
Office froo whence they are distributed to'Povern=ent end private business
circles in the daily "Trade 3ull.tin" (Tshusho Koho), in the monthly "7he
Overseasarket" (KaiCal Shio), and In other periodical publications.

i). J1'RO's market and narketin research is conducted either at
the request of :.TI ar4/or the Forci(n Uffic, or at the re-
quest of Indiv~4ual firms, public corporation.s, or amuaaotur-
era and exporters associations. In each case, a research plan

U:4 CSSITLD

(4)

(0)
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is set up by JZTR0 And the otanisction requesting the survey.
Usually a local overseas research cooaWny carries out the sur-
vey and prepares & report. JEM0 assu-es that local firm ra-
ther than official aGencies have the better sources of infer.
rtion with reSard to any impending restrictions which could
affect products In which It Is interested. JMTRO also collects"

* information material published abroad, a well as oamples of
foreign made products which eopete with Japanese exports.

L Ii) Some of the market survey teas dispatched abroad by private
Japanese industry are partly subsidized by JTRO, depending on
the teen's mission, the signitica.nco of its survey, and the

S.., extent of its contribution to national export promotion. JLTRO
also bears a part of the travel and -hotel oxpmses of persons
officially dispatched by nz ufaoturers or exporters associa-
tions for markot surveys on corn4t4on that it be civen accessto ttair reports erA the results oe their 01vestiations,

* lii) JETRO has posted specialists in the United States, ,est Cer-
. any, ,ong Kong, and Venice, to prozoto exports of agricultural,
forostry ar marie, products. Promotion is geared to circum-
stances; for example, the San Prancisco specialist handle only
plywood, and the Lo. Beach and Venice offices pirczote only
frozen turA. JETRO's activities closely parallel those of the
-. S. Departrent of Comrce overseas.

3. avertinensnt of Ja.-nese Exvor.. Prg.Lucte.

M Jk0's Trade and Machinery Centers carry out on-the-spot advertisirg
for Japanese export products through the sten4ard cdia" of press releases,
television, movies and publications. "Addl-tionally durirC JY 1905, .7. O
was scheduled to participate in 28 interrtior.a.or special fairs, ir.clud-
-in 7 in the United States, and to hold 55 exhibitions at the Trade and

Machinery Centers, of which 14 are in the United States. J RO partici-
p pates in foreign sponsored exhibitions, usually reserving large blocs of
floor space for Japanese exhibitors for which it bears 75U' of the rental

:costs. Exhibitors are expected to pay 291& of the exhibit rental costs as
well as freight and handlirui charges for the exhibits, *.en unsold exhib-
'its are returned to Japu, JMTR, pays the repacklr.X co ts and. the oxhibi.-
tor pays the shipping expenses. J%.RO also offers floor oace in its ovu !:
exhibit balls to private Japanese firms at & rate of $500 per 10 day pereoda

* i) In order to create a better mnderstanding of the Japanese econ-
. ey and industry and to advertise Japaece export products gen-

erally anong overseas customers, each year E&.3s conducts all ':
expense paid tours to Japan for influentisl bda1inoss leaders
and journalists from many countries.

U4) Occsionally, MW promotes Japan's newest .and, cost advorced
medicines and medical equipment in the more advanced nation
of the world by donating these products gratis to CorsiGn hoe-
pitals and laboratories*.

0 .-. 4t*"'
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C. Peslr~n Trr. -o'.n-n.nt,

To improvo Jamnoao export product doosi;n, JTRfO oe11 lfivo or nix
, deoismro to Anaorica And urop3 ovory yonr for up to one year of otudy.

It pyo 50,1 C the viGitor's travel ar.d boardinS oxponseo as vell as the
tuition-or his study. Design. studets are selected by 31.401R ron e.org
those with t -ee or moro years of experience as deci-nes with private
firms. They are sent to first class art sc1-oolaj uriveorsitioe, or o 4-

--oial design institutes on condition that on their return, in the Cara-
city of ofWicial advisors, thoy make their services available to their
Industry in goneral for one year, in addition to reumiDS their nor-al

,euploy-cent. -_

'D, Credit Trhv--ti~atic-n Services:

s" JEtO t= tonclu.ed a special long tons contract with Dun & 'Drai-
t trc Inc., under rhic.h .r.'Uviusal Japnnese firm zzy use ) & R. cre-
dit services by p./y±.Z J ..O a fae of ;r3E0O por reference. This service
is rich less ex,ensivo tI-n it tmcld be on an individual basis, and ia "
nuch like he U. S. Deprt=-nt of Com=ercc' ' R service*

* Z. Do-esti!-. e-~e:"

M.T O its own trade consultirc o fices in 23 m-aor cities In
Japan rfor t.o Sld .co of ani general service to individual f rdm that
trade overseas. Libraros at the Tokyo Eead Office eni 11 branches
tbrchcut, 3a. An at-o open to the ger.eral public.

P. Dgdft:I

JR!.-'s detailed over-all budgett schedule is not publically avail-
able, but it. total budget for I'Y 1965 is ieatkated a i billion. OP
this amcunt, "'3244 =11ion is attritutable to the 'L.'I approriao.ion and

.the -ret to aubrdica -frc= locc overans exhibition faea, membership
fees, I!Pele of .ab.ica"Mons, e-.' tiscollcm.nous roceipts. Ivn nti lly
aPr.O~riht~,4.*Ur,!S acO dict."il.Utod 93 fO1.o9oa

Jfl 1964 J Y 1965."BUJDG'T 3UMc-T :

l0co V 1000

Tra-e center and other overseas faclitea 881,527 1,095,015
Exhibitions .d fairs I" 765,527 882,294
Ex;*rt promotion services for specific industries 300,048 354,606
Oversee.s Avortioe.ents 281,614 308,202
Foreign market recea a 99,428 188,569
Iaor-a to. centers 51,t316 116,565-
SpeciAl survey for i-pOrt restrictions 65,t38 78,810
Design inprovenent ' 097O 35,00
Other expenses * t1432
VOUiLS 2t6)70669 Y,24,214
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Oe s J,3prne3o laws relating to trado promotion activltioos

Corporation Tax Law Eojinzoi .Ho Low No. 20, 1947

Xxpo-t Insuranco Law of 1950 -"Yuohutsu flokon Eo Law No. 67s 1950

Custos ?eitff Law - Xnzei Teiritsu Uo Law Nfo* 429 1954

Zxecution Act - er.oi.Teiri.eu Eo Seko Rei Act No* 155, i954

Ri". atrdSo Snyder
•American Consul
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967
r %ITar% suejzc',-: lapan's Official Assistance to Exporters -

So a~b AM ~VV REF It Nagoya's A-16, March 4, 1966
-- % .P64A The airrar under reference, which is enttiled "Tapa's Export Promot.k"t

i Techniques," has been re-checked by the Embassy to determine If any
si- niflc..nt changes have occurred since it was drafted in March 1966. For
this purpose, inquiries Were made of the various interested Government
Ministries. h
The orly policy change! that has occured related to "(C) Special Deprecia-
tion Allowances," on page 4. This allowance has been made more generous.
The paragraph shculd read: "A firm designated by BITI as an enterprise
contributing to national export promotion Is authorized a special deprecia-
tion rate for its plant and equipment. This rate is computed by adding to
the normal rate the amount obtailied by multiplying the normal rate by the
ratio of export sales to total sales. The maximum multiplier Is 2, whichoccurs when the company has no domestic sales. "1

* r
o Other corrections are as follows:

a. 1. Page 4 (A) - the percentage figure in the first line should read "one
41 percent" Instead of "0. 0.1"

2. Page 5 (0) Tariff Rebate to Exporters This paragraph should be
"N changed to read: "The 1apanese Government expanded the application of

the tariff rebate system, effective Dacenber 15, 1956, from 3 to 65
export items which are manufactured wholly or in part from Importedraw materials. As of October 1, 1960, 9 Items were further added to the

List of such items. Under the expanded tariff rebate system, customs

UNCLASSIFIE D n2.j L of - --.-
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Senator RmicoirF. The next panel will be Herbert Liebman, Frank
Gerbig, and Hyman Schatz.

STATEMENT OF HERBERT LIEBMAN, PRESIDENT, -A. L. LIEBMAN &
SONS

Mr. LEBMA-N. My name is Herbert Liebman. I am the president
of A. L. Liebman & Sons, Inc., a small distributor of fasteners and
hardware and most of the fasteners we sell are imported.

I want to thank this committee for giving me the opportunity
to speak before them today.

I did come down really only to tell of my experience with my
business, but I did want to make one point in light of the testimony
that has been given. I heard several of the previous speakers com-
ment with reference to the U.S. defense position regarding the num-
ber of industrial fasteners that go into aircraft.

Since this is a hearing regarding large bolts and nuts of iron and
steel, it seems to me that of half a million fasteners that go into air-
craft, it should be pointed out that, almost without exception:
A, they are not of iron or steel but of aluminum or light metals;
and B, are primarily rivets.

Now, with reference to my own experience, we bought, for the
first time, in 1949, fasteners of foreign manufacture. We bought
wood screws in England and we bought them because they were
priced slightly below the lowest American market price, and we
wanted to come into the screw business and no American manu-
facturer whom we approached would give us a price that would
permit us to sell at levels to which they were selling to those people
who were users of the product whom we would have liked to make
customers of.

Historically, the American manufacturer had never been dis-
tributor-oriented, nor is he to this day. Over the years, as the Japa-
nese entered the market, we transferred our purchases from the
English to the Japanese and we have been selling fasteners to other
companies, but the bulk of the fasteners we sell are Japanese.

It is our circumstance as a small company with a total payroll of
10 that if that market for the ordinary, garden variety of fastener,
which is the bulk of the import from Japan, and most of which is
presently not available today from American manufacturers who
have put this business aside in favor of heavier product and specials,
that we would, in my opinion, be forced to change our operation and
switch to other products in the hardware business, or go out of
business, within a period of 2 years.

Senator Rniicon7. It is your contention that the product that
your company sells is not even made in the United States?

Mr. LrBMA . No, I did not say that. I said that very little of it is
made in the United States, very little of it.

Senator RmicoFF. Do they have the fasteners that you talked
about in their line I Can they manufacture them?

Mr. L EBMAN. Some of them they do have, yes.
Now, in addition, I believe that what will happen if you impose

on top of the dollar devaluation that has occurred and that has
effectively raised, since September, the price of those fasteners that
my company buys by between 22 and 30 percent, you are going to
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find a terrible price inflation and you are going to find a shortage
of materials.

Why a shortage of materials? Because the American manu-
facturing group, including those who preceded us this morning,
have given up, to a large extent, the manufacture of such products
as we are buying overseas.

Thank you.
[The prepared statement of Mr. Liebman follows :]

STATZMRST or HoamT LI=XMAN

My name is Herbert Liebman. I am the President of A. L. Liebman & Son,
Inc., a fastener and hardware distributor and importer with offices and warehouse
at 34-38 65th Street, Woodside, New York. I also speak for Metropolitan Fasteners
Distributors Association, a past president of which I am. This is an association
of approximately 90 fastener distributors in the Metropolitan New York area.
My company has been engaged in the sale of fasteners since 1949. At the time it
entered the fastener business it did so by purchasing from England what were
the first foreign fasteners to be imported into the United States since 1940. It
purchased foreign screws because the prices quoted by American manufacturers
to our company did not permit it to be a competitive seller against those manu-
facturers or the few large distributors in the fastener business at the time. Since
1949, as a result of the availability from abroad of standard fasteners, a vast
distribution network has grown throughout the United States of fastener dis-
tributors like my company giving employment to thousands of persons and filing
a role in the market of serving the users of small quantities 6f fasteners in bulk
and in packages, many of whom represent less than ideal credit risk and whom
the American manufacturers were not and are not prepared to serve.

Presently fastener distributor companies like mine are serving primarily a market
of small manufacturers with prompt deliveries of a vast assortment of fasteners out
of inventory maintained in great variety and at considerable expense. They and
we are assuming credit risks that the fastener manufacturer will not. All this has
been possible because of the import of standard foreign fasteners. TIhe American
manufacturer's policy was to ignore the necessity of distribution. Distributors were
left with the leavings-small volume buyers and poor credit risks. There is no
reason to believe that a manufacturer who has nothing to stock will change this
practice.

Were there to be a cutoff of supply or reduction of supply, the writer's experi-
ence leads him to believe that the following would happen:

(1) The price of the limited quantity of imported fasteners would rise immedi-
ately by virtue of competition for them including the competition of American
fastener manufacturers who themselves are buyers of large quantities of foreign
fasteners.

(2) American manufacturers' prices would rise in proportion and thus an infla-
tionary spiral would be created.

(3) There would be a shortage of standard fasteners which are the bulk of im-
ported fasteners and which American manufacturers do not produce in quantities
sufficient to satisfy the market.'

(4) Many distributors would by virtue of such price rise and their commitment
to printed price lists suffer financial loss and hardship. Further, by being eprnve
of imported standard fasteners, most would be unable to remain in business for
any length of time. I believe that more than half the fastener distributors pres-
ently in business would be out of business within two years. So, too. would many
of their cusWmerb who are small manufacturers who would lose their only source
of standard fasteners.

(5) The major service fastener distributor render is quick from stock service,
and since American manufacturers have elected to manufacture only against
orders to be produced at the time such orders are placed, and pursue a poTicy of
not stocking inventories, many of my customers would be unable to continue in
business since they lack the resources and marketing skills that would permit them
to buy in advance the quantities manufacturers presently renuire for production.
Further, the nature of their finances and production methods compels them to
place fastener orders as orders for their products are received.

(6) My own company. without foreign fasteners, would be forced out of the
fastener business after the bulk of its present inventories are exhaust, and I
believe this would be within 18 months to two years.
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There have been recent developments in the fastener industry which underscore
the wisdom of the President's decision not to restrict imports. Foreign fastener
prices have risen 20 to 25% since December 31, and are still rising. Dollar devalu-
ation as well as increased steel prices overseas have made it lees than economical
to import certain standard fastener items. If the free and fair flow of merchandise
is permitted to continue, I believe that the market will continue to make the
adjustments it has in the past and in which the domestic manufacturers have
been so successful, as exemplified by their earnings record.

STATE ENT OF FRANK R. GERBIG, JR., PRESIDENT, UNITED
STATES FASTENER, CORP.

Mr. Giwio. Mr. Chairman and members of your subcommittee,
I do appreciate this opportunity to speak before you and to give you
some thoughts and opinions that I have relative to the request to
overrule the President in his denial to the request of the International
Trade Commission for an increase in duties on certain bolts, nuts,
and screws over 0.24 inch, in diameter. I will refer to these items as
fasteners, if I may.

I am president of United States Fastener Corp. and we have four
warehousing operation- in Michigan with our headquarters in De-
troit. My company has been in business for over 45 years as a
fastener distributor. The past 25 years has been engaged in the
buying and selling of imported fasteners as well as domestically
produced fasteners.

In the past 5 years, the percentage of imported fasteners pur-
chased accounts for 79 percent against domestically produced fasten-
ers of 21 percent. These figures dramatically illustrate the importance
of imported fasteners to my business economic status.

We employ approximately 210 people and represent, I feel, a
segment of the industry which has not been adequately considered
or understood in these duty determination hearings. It is not gen-
erally realized that the fastener distribution industry employs as
many, if not more, employees than the U.S. manufacturing group
and because our employees are either unskilled or semiskilled, any
reduction in imports would create a tremendous loss of jobs through-
out the fastener distribution industry. I

In fact, each of more than 4,000 independent fastener distributors
rely on imported fasteners, could be put out of business or have their
business hindered completely in a matter of months if the Trade
Commission recommendation for higher duties becomes law.

In the period of 1973 and 1974 when world demand created a
shortage of imported fasteners, the domestic fastener manufacturer
had proved, very significantly, that they were unable to satisfy the
demand for all types of fasteners and an acute shortage developed
with domestic prices increasing in some cases, from 75 to 100 per-
cent and delivery schedules'delayed for months.

It was during that period that the fastener distributor realize
beyond doubt that the domestic manufacturers favored the OEM
end users and 'would probably never again be a major source of
supply to the distributors.

My company, if not for the inports at that time, would have
practically ceased operation, not only because of the lack of supply,
but also due to their excessive prices required by the domestic
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manufacturers. I think it is very im portant to note that fastener
imports are a vital means of maintaining price stability in a market
dominated by a very few large fastener manufacturers.

The fastener industry reporting increased sales, and representing
the most profitable of all reporting fabricated metal products pro-
ducers and all reporting manufacturing corporations in my estimate
does not require relief from the Trade Act of 1974.

Mr. Chairman, I would like to deviate a few moments, if I may,
to make a brief statement to clarify some of the figures which have
been presented by Senator Glenn and by the domestic industry.

First: Referenc has been made to the fact that imports of fasten-
ers have now reached 44 percent. I had just handed to me a table
from which the figures are taken. That figure represents the quan-
tity, or pounds. The accompanying table shows imports by value to
have actually declined by 24 percent to 22 percent for the full year
1977.

Of these dollar values of imports, the domestic manufacturers
account for 22 to 25 percent of that total dollar import and, there-
fore, as an imputed basis required by the Trade Act, the producer
imports must be included in the domestic market sales. which on an
adjusted basis places imports at only about 17 percent on a dollar
volume basis.

Second: I would like to point out that the ITC revised figures
of April 1978 show that the year 1977 represented the second largest
ever in dollar value of shipments by the domestic industry.

Mr. Chairman, I feel also that the relief warranted at the time of
the application by the IT.S. fastener manufacturing group and the
investigation of the U.S. Internatio-al Trade Commission is not
presently warranted. Approximately 75 percent of all fastener im-
ports have come from Japan in recent years.

Because of the decline in the dollar to the yen, imports in Japan
are now, for all practical purposes, eliminated and, therefore, the
basis for the application for the U.S. fastener manufacturing group
is presently moot.

Since December 1977. Japanese fastener prices have increased
from 20 percent to 30 Percent. Any further restrictions on fastener
imports could further harm the fastener distribution industry that
would ultimately result in shortages, higher prices for fastener
and user.

Senator RxBICOrF. Thank you.
[The prepared statement of Mr. Gerbig follows:]

STATEMENT Or FiANx R. GM03 , JR., PRESmIENT, UxNIED STATES FAsTzNER Coip.

United States Fastener Corporation. of which I am President, is located in the
City of Detroit, State of Michigan. We have been engaged in business for over
45 years, both as an importer and a distributor of lag screws and bolts, bolts (ex-
cept mine-roof bolts), and bolts and their nuts imported in the same shipment,
nuts, and screws having shanks or threat over 024 inch in diameter, all of the
foregoing of iron and steel, provided for in items 646.49. 646.54, 64658, 846.63 and
646.79 of the Tariff Schedules of the United States (TUS) and all hereinafter
referred to as "fasteners." The purpose of this statement is to support and sub-
stantiate the position of the President of the United States as set forth in His
Memorandum of February 10, 1978. "Determination Under Section 202(a) of the
Trade Act; Bolts, Nuts and Large Screws of Iron or Steel."
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First, let me explain the position of my company which is an importer-distributor
of fasteners. As an importer-distributor, we import fasteners primarily from Japan
and Canada and we also sell fasteners purchased from domestic fastener manu-
facturers. Over the past five (5) years, our imports have averaged 71% percent of
our purchases and our domestic purchases 29% percent of our purchases. We are
a service company and at all times have on hand for prompt delivery to all seg-
ments of US. industry, as many as 50,000 different kinds and sizes of fasteners.
Ae a distributor, we must:

(a) Depend on our manufacturing sources of supply:
(b) Be able to purchase at reasonably competitive prices; and
(c) Make our profit on the small margin which ultimate users are willing to

pay for the availability and service which we provide.
If we are either cut off from the availability of product or our purchase price

of fasteners is excessive, we and all other distributors, would cease to exist. There-
fore, it is of utmost importance that any "protectionism" for the United States
Fastener Manufacturing Group not only be thoroughly justified, which fact in
our opinion has not been reasonably established, but must also be considered in
light of the adverse effect thereof on the distribution portion of the fastener
industry.

Only in the most extreme cases should the assistance contemplated by Section
202(b)(1) of the Trade Act of 1974 be applied. The present position of the United
States Fastener Manufacturing Group certainly does not present an extreme case
establishin a basis for designatin it a "seriously injured domestic industry."
Even the facts in the hands of the United States International Trade Commission
at the time of its "Report to the President," December 8, 1977, supports the posi-
tion of the President rather than a finding that the fasteners are being imported
into the United States in such increased quantities as to be a substantial cause of
serious injury or the threat thereof. The position of the President should be ac-
cepted and the duties recommended by the Committee set aside for the following
reasos:

(a) United States Fastener Manufacturing Group has not incurred nor are they
threatened with "serious injury" because of increased quantities of imports of
fastener products. In fact, the Commission's finding actually reflect the existence
of a vigorous growing domestic manufacturing industry, growing both in quantity
of sales and percent of profits. In the case of profits, the Commission's finding
establish the united States Fastener Manufacturing Group as being significantly
higher in profits than all other reported fabricated metal product producers and all
manufacturing corporations. If this industry qualifies for "protection" under Section
202(b)(1) of the Trade Act of 1974, the gates are open, all metal products producers
are entitled to similar protection.

(b) Provision for import relief would significantly increase the cost of fasteners
to manufacturers of end user products in the United States. This fact can be no
more clearly demonstrated than by current history itself. As the Commission
Report clearly states "domestic prices remained quite stable in 1972, increased
about 15 percent during 1973 and then surged upward throughout 1974, rising 75
percent in that year. Why was such a raise possible? Because world demand limited
the availability of imports of fastener products and without the competitive effect
of sufficient import products in the domestic market, inflationary domestic prices
immediately took hold. Eliminate or substantially reduce the amount of imports of
fasteners by means of increased duties without price controls, inflationary pricing
will result the same as during the period 1973-1975. .

(c) A decline in employment in the fastener industry does not support increased
duties on imported fasteners. While the domestic fasteners industry h suffered a
decline in employment of approximately 25% between 1972 and 1977, the decline in
this portion of the industries' business is substantially the same as the decline in
the number of employees engaged by the same manufacturers in the production of
other products manufactured by them. The decline in employment in the fastener
portion of the industry, at a time when its sales and profits are increasing, is there-
fore not directly and solely the result of increased imports but obviously must b
attributed, at least in part, to improved technology. The incentive for continuing
technological improvements should never be minimized by elimination of compet-
tion, even foreign competition, by application of government restraints.

The findings of the Department of Labor show that the areas of employment
wherein the majority of domestic fastener manufacturers are located have unem-
ployment rates below national averages, making possible and probable the absorpr-
tion of any reduction in employment by domestic fastener manufacturers which
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eight be the result of imports. In the case of my company United States Fastener
rporation, being located in Detroit, Michigan, an area of high rate of unemploy-

ment for unskilled and semi-skilled labor, absorption by other industries is
most unlikely. This is true of many other distributors located in high unemploy-
ment areas. One further and important point on employment. The fastener distribu-
tor organization employs as many, if not more individuals, than the domestic
manufacturers of fasteners employ. Distributors employment, for the most part,
consists of unskilled labor for material handling and packaging. Therefore, a sub-
stantial reduction in employment by distributors which would result from a reduc-
tion of imports by government action would mean the production of more fastener
products by high production machines without any substantial increase in labor
usage and the elimination of a substantial part of the large unskilled and semi-
skilled labor force, employed by distributors.

(d) A very important point not touched upon in statistics or otherwise is the
effect of the proposed duty increases and the consequent reduction of imports upon
distributors such as ourselves, United States Fastener Corporation. Immediately,
our ability to be competitive with domestic manufacturers at the original equip-
ment level would stop, thus forcing us:

To reduce our present employment of 210 people to perhaps less than 100 in line
with projected business based upon less imports.

To reduce the approximately 400,000 sq ft of warehouse and office space to what
would be required to handle a lesser amount of business.

Deny our many customers a quality product at competitive prices.
Force us to increase prices to whatever customers we have left in line with the

prices that would be established by the domestic manufacturers.
Relegate our business to a "hardware store status" in a localized region, serving

only maintenance and repair requirements, and perhaps very small bulk needs of
our customers.

Obsolete thousands of dollars worth of machinery and equipment presently
owned and consisting of trucks and trailers, quality control apparatus, packaging
machinery, bulk carton equipment, lift trucks, storage racks and bins, etc. Very
little of our multi-million dollar assets would be required in the conduct of our
business.

The effects of the proposed increased duties on United States Fastener Corpora-
tion will be the same on all distributors and. in fact, could requit in the elimination
of distributors.generally from the industry and the elimination of the competitive
elements now present in the market because of a reasonable volume of imports
and a healthy distributor organization.

(e) Because of the strength of the United States Fastener Manufacturing Group.
the law of supply and demand and the economic factors of the marketplace should
be allowed to continue without government intervention, particularly at a time
when the United States Government is proposing more free trade and fewer trade
barriers. A specific example of effect of the economic factors is the present relation-
ship of the yen to the US. Dollar. Three-Fourths of the total fastener imports in
recent years have come from Japan. Because of the decline of the dollar, we pres-
ently are not purchasing from Japan and in fact, this economic fact alone would,
in my opinion, render the application of the United States Fastener Manufacturing
Group completely moot at this time.

In summary, it is my opinion as President of United States Fastener Corporation.
engaged in business of both importing and distributing fastener products for 45
years, that the United States Manufacturing Group is healthy, growing, and
profitable without any protection from imports. I recognize the intent of Section
202 (b)(1) of the Trade Act of 1974 and concur that in certain eases. assistance is
proper thereunder. The President's recent order in the case of citizen's band radios
meets all requirements. In that case, imports had reached 91% of the domestic
market thereby, for all practical purposes completely eliminating domestic pro-
ducers. In the case of domestic fastener industry, imports represent only about
18% of domestic consumption and furthermore the manufacturers themselves in
1976 were responsible for 20 to 25% of all fastener imports., United States industry

.may not be able to share the domestic market with foreign imports on a basis of
9% for itself and 91% for imports, but it should be able to compete without
government protection, having 82% of the market itself and imports only 18%.
This is particularly true of United States industry which must acknowledge that
muth of its success and growth is attributable to Its export business. United States
industry cannot expect complete protection from foreign competition without-in-
curring retaliatory treatment from foreign countries. TotAl or mRioritv domination
of the domestic markets by foreign imports justifies relief under Section 202 (b) (1)
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of the Trade Act of 1974, and should not result in retaliation, whereas minor par-
ticipation by imports in the domestic market, such as 18% thereof, as in the case
of import fsteners, the present subject of consideration, merely provides for
healthy competition, better availability of product at less inflationary prices and
any action by the United States government to reduce or eliminate such minor
competition could certainly be looked upon unfavorably by the exporting countries
and result in retaliation.

STATEMENT OF HYMAN SCHATZ, SALESMAN, CONSOLIDATED BOLT
& NUT CO.

Mr. SCHATZ. Mr. Chairman, my name is Hy Schatz. I am director
of marketing for Consolidated Bolt & Nut Co. in Los Angees. We
are a moderate sized company doing sales in the neighborhood of
$3.5 million.

I am also the cofounder and current president of the Los Angeles
Fastener Association-whose 78-members employ over 2,000 employees.
I too wanted to bring to the attention of the committee the statement
said earlier about the fasteners going into aircraft. All those fasteners
are made of high aluminum alloy titanium and other high strength
metals and have no relevancy here at all.

We are here today, I hope, to look at the overall economic picture
and not just one segment. Once before protectionists were asking for
high tariffs and what hape ned there was the retaliation from around
the world that helped lead to the Great Depression. I hope not to see
that happen again.

We are ask ing Japan to buy more and more from us, but what
incentive does she have if we put this high restriction in front of her?

As was said earlier, the constant drop in the value of the dollar
has brought the prices from Japan up to a point where they are
almost on a par with the domestic prices and our need for a tariff is
not there.

Even though our business is great, the rest of the world does not
have confidence in our economy and most of that is due because we
are doing so little to affect our spiraling inflation. By stopping any
more tariffs which, I do feel, will bring about higher costs, we will
go a long way to stop the inflation.If you grant this bellweather industry the higher tariffs, we will
be setting a precedent, I feel. We have already granted relief to some
other industries. If all of the rest of the industries who do have
some sort of impact by imports will be back here asking for relief
also and it will be a never-ending request for higher and higher
tariffs.

It has to stop somewhere and we would like to ask you to stop
it now.

By granting the higher tariffs, I think the manufacturers will
accomplish what they want and that is a reduction in imports. A
reduction in imports will create the shortage.

Shortages will mean unemployment not only to the jobbers but to
the consumer. Our consumer is the OEM manufacturer. Through all
of this discussion and in the previous hearings I have yet to hear
any assurances from the manufacturer that they will continue selling
to jobbers once the tariff is imposed and once their threat of foreign
competition is eliminated.
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The little businessman, who is the backbone of our economy looks
to the jobber. Not every manufacturer buys in 50,000 and 100,000
and a million piece lots. The bulk of the little manufacturer buys
in 5,000, 10,000, 15,000, and 25,000 piece lots. This is true, at least as
I see it, in the Los Angeles area.

Without the stocking jobber who, as in our own case, we stock parts
from a 00 all the way up to a 3-inch diameter, 33 inches long. We
have fully threaded rods 12 feet long. We are diversified. '

Many of these manufacturers are only interested in selling their
individual product and the little man who has to shop through a half
a dozen places or maybe a dozen places to -get what he wants when
he is getting it at one location now. Right now, deliveries are running
from 8 to 20 weeks. If we stopped the imports, deliveries will go to
6 months or longer. This happened in the early. 1950's when there
were very little imports.

At that time, deliveries were as much as a year and longer, and
then again, in 1973 and 1975, there were shortages. The manufac-
turers, some of whom are in this room, cut off the jobbers on the west
coast entirely. They have taken orders and they refuse to fill them.

Other manufacturers would only take orders on items that they
had produced before and many manufacturers would not accept new
costs even from the jobber or from the small consumer. They just
were not big enough for them.

So you see, the jobber and the Small consumer have had no choice
but to go out of business.

And there is another segment of the economy that would be
affected, and that is the ports where all of the fasteners come into.
If there are no imports, many of the ships that come into places like
Seattle, Los Angeles, Houston, New Orleans, New York and all the
rest of the ports would not have the revenues they are getting from
the dockets fees. There would not be the need for longshoremen and
other freight handlers because there would be less freight to handle.
Why should they suffer because of the higher tariffs asked by a seg-
ment of the economy that is doing a considerable amount of import-
ing themselves I

So we ask you not to go along with the higher tariffs.
Mr. Chairman, many of the problems in the fastener industry we

feel today is brought on by themselves and that there have been
excellent profits. We hear of profits today of 7.6 percent. It does not
seem like much, but we are also told that that 7.6 percent is being
done on only 50 percent of total capacity production. If they get the
full production, what will their total profits be then, because their
costs are all covered now.

I suggest that many of these companies did not invest in capital
equipment and high-speed equipment, that they should have. There
are many pieces of equipment that they are developing and using
overseas that we are not using domestically.

I feel that there is a more positive way to give relief, if relief is
needed, and that is to grant-some form of tax relief on capital invest-
ment, not only in the fastener industry but the other industries too.

Higher tariffs may give some relief in the short run, but the effect
on the overall economy will be affected adversely in the long run,
creating higher prices and loss of employment.
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Mr. Chairman, I would like to say that I think we are the greatest.
We have the know-how, we have the skill, we have the expertise, the
best management, the best-trained employees, but we are in a rut.
Everyone expects the Government to do it for us.

Let's get back to the true concept that made America, and that is
the free enterprise system. Let's do it ourselves. No more handouts,
no unnecessary tariffs. That is the most efficient way, our way, the
way we know how to do it best, and I ask you to sustain the decision
to withhold the higher tariffs.

Thank you.
Senator Roxcon. Thank you, gentlemen. Your entire statements

will go into the record as if they were read.
Thank you very much.
[The attachments to the testimony of Hyman Schatz follow:]

CONSOLIDATED BOLT & NUT Co.,
Los Angeles, Calif., April 3, 1978.Hon. &A[AMm RInncoFF,

Chairman, Trade Subcommittee, Senate Finance Committee, Dirksen Senate
Office Building, Washington, D.C.

Dw, MR. CHAIRMAN: As marketing director for Consolidated Bolt & Nut Com-
pany, and also as president of the Los Angeles Fastener Association I have first-
hand experience in the problems faced by fastener distributors and fastener con-
suming original equipment manufacturers who are our customers. Any duty or
quantity restriction on imported fasteners will seriously damage the business and
investment of distributors and result in unwarranted increases in cost and lack of
supply of fasteners to users across the country. The specific reasons for my view
are set out in my attached letter to President Carter dated January 12, 1978.

I appreciate the opportunity to appear before the Subcommittee, and urge you
to uphold the President's determination.

Very truly yours,
Hr SCHATZ,

Director of Marketing.
Enclosure.

CONSOLIDATED BOLT & NUT Co.,
Los Angeles, Calif., January 15, 1978.JAMES CAWME.

President of the United States,
The White House, Washington, D.C.

MR. PRESIDENT: Maimonides in the 12th Century told us if we are not aware of
our past, we will repeat our mistakes in the future. It appears we have either for-
gotten our past or have not learned from it.

In the late 1920's the Protectionist were screaming for high and higher tariffs.
Because higher tariffs were granted, shortly thereafter, many of our products were
no longer acceptable overseas. This was one of the causes that led to the crash of
1929. Today our industries again are crying for help. The steel companies rather
than modernizing their plant so they can be competitive prefer using older methods
and get tariff protection against foreign competition. The Government granted that
protection. The steel companies having rid themselves of foreign competition pro-
ceded to raise their prices 5-7%, supposedly because they had higher costs. What
higher cost? They are taking advantage of their favorable position.

Now the Industrial Trade Commission has recommended a 30% tariff hike on
fateners. Some of manufacturers are claiming they are being hurt by imports..
Strangely enough many who are yelling foul are importing themselves. All of them
have had profitable years.

There are several questions that must be asked and answered:
1. Why did the jobbers go to imports in the first place?
2. What happened during the Korean War?
3. What ha pened during the shortages of 1973-75?
4. What will be the impact on the distributors?

29-426 0 - 18 - 10
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5. What will the impact be on our foreign relation?
6. What will the impact be on our Gross National Product?
7. Is there an alternative?
Prior to the Korean War there were virtually no fasteners being imported into

the United states. At that time the manufacturers of screws and bolts were selling
the distributors at the same price as they were to O.E.M. accounts or at best they
were given a 10% discount to work on. That is 10% to cover the jobbers cost to
warehouse, pay salaries, rent, and the usual expenses. No company can work on
10%. As a business man you know for yourself that most companies have overhead
cost factors of 25% on up. The only way the distributor could etay in business was
to buy in larger quantities and sell in smaller lots, thereby taking advantage of
quantity pricing differentials. When the Korean War broke out, domestic deliveries
went to one year and longer. You had to have a DO or a DX rating in order to
have a priority delivery. These were two factors which lead to having other sources
of supply. Today almost twenty-eight years later, these same manufacturers till
have an anti-jobber policy and would like to see them put out of business. The
proof being when we're all hit with shortages in 1973-1976, many of the larger
manufacturers of fasteners refused to fill orders they had taken from jobbers and
would take no new orders from any of them. Hundreds of thousands of dollars were
lost by the distributors because they had to fulfill their commitments somehow.
The jobber paid what ever price he had to, just to be able to come up with the
parts. Our company lost several good accounts because we were unable to deliver'
on special items that we had placed with the manufacturers. Our only remedy at
the time was the courts, but that would have been too slow and too costly a solu-
tion.

We have been given no assurances from the manufacturers that they will con-
tinue selling jobbers if a high tariff makes importing prohibitive. There are over
1500 distributors in this country, I question how many will remain in business after
one year, especially the smaller companies which need the imports for them to be
able to compete at all.

Prior to the Great Depression, country after country retaliated by putting
restrictive barriers on our products. Are we prepared to go this round again? We
are trying to get Japan to buy more of our produce. If we place large restrictions
on her what incentive does she have to buy more from us?

At the present time with the large number of imports, deliveries from American
manufacturers, depending upon the commodity, is running 8 to 20 weeks. If a high
restrictive tariff is put into effect then imports will drop drastically. Local deliveries
will surely become extended to six months and longer. With an attitude "if I want
it tomorrow, I'll order it tomorrow," many companies will shut down because they
will not have screws to assemble their products. This will lea .to lay-off. and
possibly total plant closures as happened during 1973-1975.

No matter what some of the manufacturers may claim they do not .have the
physical capacity to increase their production with their present obsolete equip-
ment to meet the needs of industry. Delivery on new cold heading equipment
today is one year and longer. With a demand for more equipment and for more
scarce parts the only thing that will happen will be prices will become more in-
flated. Many small O.E.Ms.' will not be able to pay the higher prices and will be
forced out of the market, both the employer and the employee will become
unemployed.

Screws, bolts, and nuts may seem like simple products, but they arr really
precision made items. It takes great skill to manufacture them. You can check the
want-ads in any newspaper where fasteners are made. There is always an ad .or
cold header operators. It takes at least three years to train a journeyman operator.
Therefore, its not just hiring bodies off the street and adding another ft. u

Mr. President, as you can see, granting a high tariff may give the fastener manu-
facturers some relief in the short run, but our economy will be hurt far greater in
the long run by having inflated prices due to the lack of competition and a drop in
overall production due to a shortage of fasteners. -

There is a solution whereby the manufacturers of not only fasteners but who are
harassed by imports and that is to have some form of tax relief if they invest in
new high s equipment rather than machinery which is averaging over twenty
years and working out of buildings fifty years old.

With twenty-eight years of experience in the industry and s Cofounder of the
Los Angeles Fastener Association, please feel free to oall on me at once if there is
any other information you need prior to your making your determination.

Very truly yours, HT 8CAz,

Director of Marketin.
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COISoumATsD BOLT & NUT Co.,.
Los Angeles, Calif., Apri 8,1978.

Du a Ms. CvAIUMAN: I have reflected further on my statement forwarded to you
under date of April 3 with regard to the question of whether the President's de-
cision of February 10, 1978, on imported fasteners should be overriden. I would like
to supplement that statement with the attached which is summarized as follows:

1. Historical perspective of imports;
2. Domestic manufacturers' anti-jobber policy;
3.-Recent developments in the industry demonstrate the wisdom of the Presi-

dent's decision.
Very truly yours, HY SCATZ,

Director of Marketing.
Enclosure.

SUPPLZMBNTAL WarrrSN SATEMENT or HT 8CHATZ

My name is Hy Schats. I am the Director of Marketing for Consolidated Bolt &
Nut Company, in Los Angeles California. I as also the Co-founder and current
President of the Los Angeles Fastener Association which has 78 regular and asso-
ciate members. Because some of our members are manufacturers, I am here to
represent Consolidated Bolt & Nut only. We are a stocking distributor of sfews,
bolts, nuts, washers and other threaded products which pertain to our industry.
We are a moderate-sise company with sales of over $30,000. (We employ between
30-35.) Our Company is celebrating its 20th year of business this year. Last Satur-
day marked my 28th anniversary.

The International Trade Commission has recommended a 30 percent tariff hike
on all fasteners. Some domestic fasteners manufacturers are claiming they are
being hurt by imports; strangely enough many who are claiming foul are import-
ing themselves. All of them have had and are having profitable years.

ome domestic fastener manufacturers are trying to put distributors out of
business. Prior to 1955 there were virtually no fasteners being imported into the
United States. At that time the manufacturer of screws and bolts were selling the
distributors at the same price as they were to OEM accounts or at best they were
given a 10 percent discount to work on, if they were sold at all. That is, 10 percent
to cover the costs of the jobber to warehouse, pay salaries and commission, rent
and the usual expenses. No company can work on 10 percent. Most business s have
an overhead cost factor of 25 percent or more. The only way the distributor could
stay in business was to buy in larger guantities and sell in smaller lots, therebytaking advantage of quantity pricing differentials. They were prevented from
accepting large quantity orders. During the period from the fall of 19M to. 1955
there was a shortage of fasteners. Domestic deliveries went to one year and longer.
These were some of the important factors which went into having alternative
sources of supply from abroad.

Then and now almost 28 years later, these same fastener manufacturers still have
that same anti-jobber policy and would like to see distributors put out of business.
The proof being when we were hit with shortages in 1973-1975, many of the larger
manufacturers of fasteners refused to fill orders they had taken from jobbers and
others would take no new orders. Hundreds of thousands of dollars were lost by
distributors because they had to fulfill their commitments somehow or have their
orders cancelled by their customers. The jobbers paid whatever price they had to,
ust to be able to come up with the parts. Our company lost several good accounts

because we were unable to deliver on standard, but not imported parts. Our manu-
facturers refused to deliver and the others would either not accept an order for
items they had not made for us before, or just would not accept any new accounts.
Our only remedy at the time was the courts, but that would have been too slow
and too costly a solution. It did, however, f6rce us to start importing items we had
not imported before.

We have been given no assurances from the manufacturers at they will con-
tinue selling jobbers if a high tariff makes importing prohibitive. The low. of this
source of supply would cause shortage again. I believe the opposite will be true.
There are over 4,000 distributors in this country. I question how many will remain
in business after one year, especially the smaller compares which need the imports
to be able to compete at all.

Prior to the Great Depression. country after country retaliated ainst our re-
strictive tariffs by putting equally restrictive baries on our prduets. Are we
prepared togothisround agan? We are tryiM to got Japan to buy moreof our
produce and other products. If we place lar restraints on her, what inentivi does
she have to buy more from us? Senator Moynihan who was our Ambador to
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India knows how badly that country needs every dollar of trade it can get. Their
fastener industry is in the developing stages. Any prohibitions we should install
could play havoc with her economy. Do we wish to jeopardize our already strained
relationship?

At the present time, even with the large number of imports, deliveries from
American manufacturers, depending upon the commodity, are running 8 to 20
weeks. If a high restrictive tariff is put into effect then imports will drop drastically.
Local deliveries will surely become extended to six months and longer. Most com-
panies do not have the where-with-all to forecast their needs six months or longer.

also prevents them from making engineering changes because they are committed
for parts that may be over a year before they are received and used. There are
also the small companies that are unable to maintan-ab inventory control system.
They usually place their order at the time they run out. If that stockin jobber is
not there to take care of his needs, he is out of business also. He can t wait six
months for a production run. How about the consumer whose needs are less than
production run quantity? Where does he go if the jobber disappears? The bulk of
the manufacturers do not carry the diversified stock the jobber does; some carry
no stock at all and produce for the order only. Many of the manufacturers have
minimum orders of $100.00 or more. Most jobbers have a very small minimum
order or no minimum at all. Many of these small OEM companies will have no
choice but to go out of business because they can't afford to buy large quantities.

No matter what some of the manufacturers may claim, they do not have the
physical capacity to increase their production with their present obsolete equipment
to meet the needs of industry. That is the reason of the backlog. They have made
profit for many years. but have not reinvested adequately enough in new competi-
tive high speed cold headers. They have the attitude if it iuns let it run. If the
manufacturers start ordering new equipment now, the demand will drive up the
price for them which will result in higher costs to the consumer, and add to the
inflationary spiral.

Since September of 1977, the price of imported fasteners have increased from 15
to 40 percent or more mainly due to the drop in the value of the dollar. This has
had an equalizing effect. Adding a high tariff to the already increasing cost to the
distributor will in all likelihood make for wind-fall profits for the domestic manu-
facturers. When the steel industry was recently granted relief from imports, instead
of taking advantage of their price differential they immediately raised the cost of
steel 5-7 percent. The ink was not yet dry on the contract signed in the coal indus-
try settlement. Not one pound of coal was delivered, yet steel companies increased
the price of the product to where it outraged the nation. What assurances do we
have that the domestic manufacturers of fasteners won't raise their prices also when
they are not confronted with competition?

The Iron & Steel Institute publication dated 2/10/78, gave their preliminary
report that the United States produced 124.7 million tons of steel in 1977. The
Industrial Fastener Institute reported on November 22, 1977 in Purchasing Maga-
zine that 14 percent of all steel went into- the manufacturers of fasteners. That
means that over 27 billion pounds of screws, nuts and bolts were produced
domestically. The 704 million pounds that were reported as being imported in 1976
in press release No. 262 on 2/10/78 by Ambassador Strauss is only 3 percent of
what we are using. If the usage were only 5 percent of the total tonnage produced.
it would still be 12.47 billion pounds, the 704 million imported pounds would
represent only 5.6 percent of total usage.

Gentlemen, as you can see granting a high tariff may give the fastener manu-
facturers some relief in the short run, but our economy will be hurt far greater in
the long run by having inflated prices due to the lack of competition and a drop in
overall consumer production due to a shortage of fasteners.

There is a better solution for manufacturers of not only fasteners but other
products which have also felt the impact of imports. That is to have some form
of tax relief so that they can invest in new high speed equipment rather than
continuing to use machinery averaging over 20 years old and working out of
buildings 50 years old.

I stronglyjelieve that any manipulation of pricing in the market by increased
duties would hurt everyone in the long run, therefore. I ask you to pistain the
decision of the President and turn down the request for high tariffs. Let us get
back to the concepts of Adam Smith. We have the know-how, the competitive
ability to be the best. we must get out Qf the rut of asking the government to do
for us what we should be doing for ourselves. No more hand outs, no more tariffs,
let's get on with producing parts better, faster and more efficiently.

Think you.
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Senator RmniconF. Our next witnesses will be John Sheehan and
John Oshinski.

Mr. OSHINSKI. Mr. Chairman, my name is John Oshinski. I am a
legislative representative with the United Steelworkers of America.

Jack Sheehan, the legislative director, was to present our state-
ment on behalf of our union and the thousands of members we repre-
sent in this industry and in allied industries. Regretfully, Jack
Sheehan cannot make it and, if you please, I would be his substitute
and present a summary statement.

Senator RmicoFF. All right.
Mr. Osmx us. Appended to our summary statement is a full state-

ment, which we would ask to have included in the record.
Senator RricoFF. Without objection, the full statement will be in-

cluded in the record, as if read.
Mr. OsluNSKI. Thank you, Mr. Chairman.

STATEMENT OF JOHN L. OSHINSKI, INTERNATIONAL REPRESENTA-
TIVE, UNITED STEELWORKERS OF AMERICA

Mr. OsmsKx. Our union urges that the industrial fasteners indus-
try and the union workers attached to it be protected from the serious
injury which, .according to the ITC, is resulting from the import
penetration. We seek a congressional resolution that Congress not
approve the Presidential action to reject the ITC recommended
remedies.

There are three important situations which we think this com-
mittee ought to evaluate as it makes its choice as to whether to report
a resolution to override thb President's decision to reject the ITC
recommendation, that relief from imports be extended to the indus-
trial fasteners industry which has been found injured as a result
of imports.

One is the support for section 201 procedure. I am sure that there
are some on the committee who are sure that a freer trade policy is
in the best interests of the country both in terms of economic and
political advantages.

Nevertheless, when the 1974 act was passed to fulfill that trade
policy, the Congress recognized that unreasonable injury might occur
and that there was need of a mechanism to respond to such a situa-
tion.

In addition, the Congress, concerned that rigid protection might
prevail if no relief system was incorporated in-the act, liberalized the
escape clause provisions of the 1962 Trade Expansion Act. It was a
commitment that, where injury was found, relief would be forth-

omUN relief could either be import moderation or readjustment

assistance.
The instrument for making the economic finding and recommend-

ing the form of relief is the International Trade Commission. While
the Congress should certainly be concerned that the ITC is not
exercising its responsibility in an arbitrary and capricious manner,
it should be determined that the role and function of the ITC not be
undermined.
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The determination of injury under the 1974 act is not a mere
political decision but an economic one. Hence, the Congress quite
rightly established an economic agency to make determinations of
inj ury. I

Our union, the United Steelworkers of America, appears before
you today not to redevelop the case of economic injury, but to elicit,
once again, the political and legislative decision which established
the ITO in the first place. We seek now the political decision toup-
port the ITC which the Congress created and to reiterate the
commitment that our trade policy can be responsive to injury if it

-does occur.
It is true that the ITC's decision of economic injury is not the

final determinant. The Congress did give the President the right to
reject relief because of other considerations.

flut the Congress shares that final decision with the executive
branch. We do not think there are overriding political and economic
factors which justify the denial of relief. We do think that a pattern
of rejection of ITO decision will threaten the viability of that agency
and render meaningless the commitment of Congress as embodied in
section 201 to provide relief when injury has been found.

In our appended statement, Mr. Chairman, we allude to the deter-
mination made by the President in regards to the high carbon
ferrochrome industry where the ITC likewise found injury and
suggested, say, a level of 80-percent duty for that impacted industry
and the President likewise refused that decision.

Two: Support for steel antidumping enforcement. While there hasbeen hesitancy and even opposition to the trigger price mechanism_
as a means of implementing the antidumping laws, there seems to be
a consensus that dumped steel shall not enter our markets. Now,
whether an expedited procedure should be followed or not, any
administrative prohibition against dumped steelmill products can be
violated by accelerating the import of fabricated steel products.-

Steel rods have a trigger price, but not industrial fasteners. Testi-
mony was given during the steel hearings that injury was occurring
in this sector.

If the-ITC recommendations are not upheld, then the relief will
be-a clear signal to our trading partners that the antidumping relief
for steel can be' vitiated by the introduction of other fabricated steel
products. Thus, our union, which has already sought the assistance
of the Congress against last year's surge of steelmill products, re-
quests that you not allow the current initiative against steel imports
to be undermined. A twofold problem can develop if the ITO recom-
mendation is rejected. A: If industrial fasteners imports continue to
increase, there will be a loss in steel production at a time in which
we are attempting to expand steel production. B: The fastener
industry, which must purchase either domestic steel or imported
steel at the trigger price, will not be able to compete with imported
fasteners, as has been discussed earlier today.

A charge can, therefore, be made that, by enforcing the antidmnp-
ing provisions of the 1974 act against dumPed steel, another domestic
industry must not be injured--or must be injured. The sensible re-
sponse is to accept the findings of the injury and concur in our
recommendation for relief of the fastener industry.
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Three: Support for the injured workers. The union has always
maintained that it prefers jobs to unemployment compensation.
Now, if you deny the ITC-recommended relief, the only alternative
left to workers is to obtain and exhaust their TRA benefits. And
then what happens? That unanswered question is the political and
legislative issue before this committee. We feel that unemployment
is a domestic consideration which overrides any foreign political
consideration.

The ITC shows a drop of 26 percent in the last 4 years, or some
4,400 workers displaced, and most of those, Mr. Chairman, hAve been
members of the Steelworkers.

Since 1969, over 7,000 jobs were lost, again, most of those jobs lost
were steelworker members. We do not argue today the economics of
the import penetration. Instead,- we plead for the viability of the
section 201 system of escape clause relief which was enacted to allow
our trade policy to be more flexible, to be more humane.

The ITC has the responsibility to determine the economic conse-
quences. Having done so, it should not be rejected.

Thank you, Mr. Chairman.
Senator Rmnwco!F. Thank you very much.
[The prepared statement of Mr. Sheehan follows:]

TESTIMONY OF JOHN J. SHEEHAN, LEGISLATIVE Dmr-croa,

UNITED STEELWORKERS Or AMERICA

1. SUMMARY STATEMENT
Our union urges that the industrial fastener industry and the workers attached

to it be protected from the serious injury which, according to the ITC. is resulting
from import penetration. We seek a congressional resolution that Congress not
approve the Presidential action to reject the ITC recommended remedies.

There are three important considerations which, we think, this committee ought
to evaluate as it makes its choice as to whether to report a resolution to override
the President's decision to reject the ITC recommendation that relief from imports
be extended to the industrial fastener industry which has been found injured as a
result of imports.
(1) Suppolt for aectwo 201 procedure

I am sure that there are some on the committee who feel that a freer trade
policy is in the best interest of the country both in terms of economic and political
advantages. Nevertheless, when the 1974 Act was passed to fulfill that trade policy,
the Congress recognized that unreasonable injury might occur and that there was
needed a mechanism for responding to such situation. In addition, the Congress
concerned that rigid protection might prevail if no relief system was corporate
in the Act, liberalized the escape clause provisions of the 1982 Trade Expansion
Act. It was a commitment that where injury was found relief would be forth-
coming. Such relief could be either import moderation or readjustment assistance.
The instrument for making the economic finding and recommending the form of
the relief is the International Tariff Commission (ITC).

While the Congress should certainly be concerned that the ITC is not exerci'ing
its responsibility in an arbitrary and capricious manner, it should be determine
that the role and function of the ITC not be undermine. The determination of
injury under the 1974 Act is not a political decision but an economic one. Hence,
the Congress quite rightly established an economic agency to make the determina-
tions of injury. Our union appears before you today not to redevelop the case of
economic injury, but to elicit once again the political--the legislative- ecion
which established the ITC in the first place. We seek now the political decision to
support the ITC which the Coigress created and to reiterate the commitment that
our trade policy can be responsive to injury if it does occur.

It is true that the ITCOs decision of economic injury is not the final determinant.
The Congress did give the President the right to. reject the relief because of other
consideration. But the Congress shared that final decision with the executive branch.
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We do not think that there are overriding political and economic factors which
justify the denial of relief. We do think that a pattern of rejection of ITC decision
will threaten the viability of that agency and render meaningless the commitment
of Congress, as embodied in Section 201, to provide relief when injury has been
found.
(f) Support for steel antidumping enforcement

While there has been hesitancy and even opposition to the triger price mecha-
nism as a means of implementing the antidumping laws, there seemed to be a ton-
sensus that "dumped" steel should not enter our markets. Whether an ,expedited
procedure should be followed or not, any administrative prohibition against dumped
steel mill products can be violated by accelerating the imports of fabricated steel
products. Steel rods have a triqer price but indusfrisi fasteners do not. Testimony
was given during the steel hearings that injury was occurring in this sector. If the
ITC recommendations are not upheld, then the denial of relief will be a clear signalto our trading partners that the antidumping relief for steel can be vitiated by the
introduction of other fabricated steel products. Thus our union, which has already
sought your assistance against last year's surge of steel mill products, requests that
you not allow the current initiative against steel imports to be undermined. A two-
fold problem can develop if the ITC recommendation is rejected.

(a) If industrial fasteners imports continue to increase, there will be a loss in
steel production at a time in which we are attempting to expand steel production.

(b) The fastener industry, which must purchase either domestic steel or imported
steel at the trigger price will not be able to compete with imported fasteners. A
charge can, therefore, be made that by enforcing the anti-dumping provisions of
the 1974 Act against dumped steel, another domestic industry must be injured. The
sensible response is to accept the findings of injury and concur in the recommenda-
tions for relief for the fastener industry.
(3) Support for the workers inJured

The union has always maintained that it prefers jobs to unemployment com-
pensation. If you deny the ITC relief, the only alternative left to workers is to
obtain and exhaust their TRA benefits. And then what? That unanswered question
is the political and legislative issue before this Committee. We feel that unemploy-
ment is a domestic political consideration which overrides any foreign political
consideration. The ITC report shows a drop of 26% in the last four years or 4,400
workers displaced. Since 1969, over 7,000 jobs were lost. We do not argue today the
economics of the import penetration. Instead, we plead for the viability of the
Section 201 system of escape clause relief which was enacted to allow our trade
policy to be more flexible-to be more humane. ITC has the responsibility to
determine the economic consequences. Having done so it should not be rejected.

Ir. FULL STATEMENT

Mr. Chairman, my name is John J. Sheehan. I am Legislative Director of the
United Steelworkers of America. The United Steelworkers of America appears here
today as a party of interest because our union represents for collective bargain'.mi
purposes, a significant number of workers employed in the domestic industrial
fastener industry.

In addition, our union appeared as a co-petitioner in TA-201-27, conducted
under Sec. 201 of the Trade Act of 1974, before the International Trade Commis-
sion, where we outlined the adverse impact on employment of our members in this
industry and requested relief from the rising levels of imports. Most importantly,
the USWA appears here today to concur in the resolution before this Committee
in not approving the action of the President in his recent determination, under
Sec. 203 of the Trade Act, which rejected the ITC remedy. Thus. we ask the
Committee to support and adopt the congressional resolution which would reverse
the negative action of the President in denying import relief to the industry and
its workers.

In enacting the escape clause provision in the Trade Act of 1974, Congress sqifi-
cally provided this area of relief for industries which need the relief for orderly
adjustment to protect against serious injury due to the free trade policies of our
government.

When an industry or workers feel revously injured due to our national tradepolicies and we seek legislative relief, we are instructed by the Congress or te
Executive Branch, to avail ourselves of t4e already available escape clause pro-
-sionx. We Pre told that if we meet the tests that the Congress has set fortl
through the ITC, that then we shall receive relief. In that regard, Congrem did
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statutorily set relatively exacting standards or measurements to determine injury
based on or emanating from our trade policies. The Act also provided a series of
remedies and relief corresponding to the extent of such determined injury. With
such elicit remedies Congress was moving the trade issue from one of a 1agl
political context to a policy where objective analysis was determinative. With
regard to the industrial fastener industry, we contend that the President has
completely disregarded the stated Co ngresional intent, first by refusing to recog-
nize the extent of serious injury to that industry, and second by refusing to
implement, to any degree, relief recommended by the ITC. Industry injury had
been determined by comparative objective economic standards, and a remedy has
been crafted and measured by the extent of such determined injury. But the
President did not use the same standards in implementing the relief recommended.

Either the escape clause section of the Act will be operated to ascertain injury
and to prescribe relief on an objective basis as the Congress had intended, or it
will operate as largely a political exercise with little regard or attention to the
objective facts. Neither industry nor labor will wish to engge in such expensive
and futile exercies.

If the will and intent of Congress will be so undermined as is happening
presently, then the Congress, failing to curb such political interference (as it has
the obligation and opportunity to do in this case), will be asked to draft new
legislation, certainly more restrictive, with more effective provisions to enable
industry and labor to gain relief.

Of particular and perhaps paramount concern to our union, is the effect of the
Presidential failure to implement the ITC remedies and the interpretations of the

-foreign manufacturers of those steel products which are not directly covered by
the trigger price system.

We commend the Administration for its expeditious implementation of the anti-
dumping laws through the imposition of the trigger price system, and hope for its
success in restraining penetration of basic steel mill products. But we view with
grave apprehension the effects on fabricated steel products which are not directly
covered by the trigger price system and hence allows that mechanism to be
skieted. That is precisely the reason we ask Congress to reverse the decision in
this case, to send a clear message that we intend to enforce our laws and regula-
tions against dumped levels of imports, whether in basic steel mill products as well
as in those products "down stream" in the steel process, such as bolts, nuts, screws,
valves, tools, machinery, cutlery, rail, etc.

We differ with the President's stated reasons for denial of relief to the fastener
industry in several important areas; among them are:

(I) That the import relief levels would have produced an inflationary effect
which would have caused unemployment in other US. industries.

Present levels of duties of these products are as low as one or two mills per
pound. The increase prescribed would have a very small or negligble effect on the
total cost of good which use nuts, bolts, and screws. The President de,'eloped no
factual basis to support his contention that inflationary impacts would ensue.

(2) The President indicated that the reemployment prospects for unemployed
fastener workers is "fair" because these workers are located in areas with unem-
ployment rates below the national average. Thi. argument is incredible. As we
noted, unemployment among our members in this industry is at a high level and
is increasing as evidenced by recent Press reports and contacts with responsible
officials at plant operations. This industry employs highly skilled workers with
wages and fringe benefits of pensions, vacations. etc., not readily obtained or
recouped with another employer. For instance, with a reported 1,300 workers idled
from Bethlehem Steel since 1975 in the Lebanon, Pennsylvania labor market, the
likelihood of securing replacement jobs elsewhere is dim. Most of these industriQa
areas are already heavily impacted by unemployment. In order to achieve a na-
tional and regional higher level of employment, the President should protect the
jobs in this industry.

(3) The President indicated that imposition of import relief would invite retali-
ation from our trading partners. This ai is a presumption and is highly specu-lative. Our trading partners have erected many trade barriers to our produets,.and
this relief should not effect retaliation in view of the level of imports in those
products-68% of consumption. This is a very high penetration.

We respectfully request that the Committee ovemde the Predioent's action and
concur and support the resolution before it.

The ITC. as we know. on December 8, 1977. after a six-month investigation,
did affirm in its report to the President, that the industry was indeed seriously
injured or substantisl threat of serious injury existed to that industry.

39-43S 0- 8 - 1I
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Statutory requirements met
The ITC investigation concluded, in the majority, that all the statutory criteria

had been met with respect to an affirmative finding of such injury, namely that:
(1) imports had increased; (2) such rising levels of imports were causing, or
threatened, serious injury; and (3) these imports presented a substantial cause
of serious injury to the domestic industry producing like or competitive products.
Rising imports

In arriving at such determination, the ITC assessed that US. imports had in-
creased to near the 800 million pounds mark (774 million pounds in 1976), up from
53 million pounds in 1975 and 704 million pounds in 1976. On a comparative basis
for the past nine years imports rose from 372 million pounds in 1969, representing
25%/v in 1976-again rising at the rate of 20% in the first half of 1977 over the like
period of 1976. Thus, the statutory requirement has been met with respect to rising
imports.
Serious injury

Employment in this capital-intensive industry likewise considerably decreased.
In 1969 the total number employed was over 20,000. In 1977 less than 13,000 were
employed. The United Steelworkers of America had some 6,000 members in this
industry certified by the Department of Labor for adjustment assistance benefits;
Many of these workers have not returned to work. Indeed, more workers are being
added to the unemployment rolls. Thirteen hundred members remain idle at the
Lebanon, Pennsylvania, bolt plant of Bethlehem Steel. Two hundred workers at
the Lanham Bolt plant in East Chicago. Indiana, are idle. Russell. Burdsall and
Ward (RBW) plant at Rock Falls, Illinois, with over 200 already idled, announced
further cutbacks involving 23 more workers this past week. Another 100 will be
laid off at Coraopolis, Pennsylvania. Recent checks of unemployment in Birming-
ham, Alabama, show Lamson and Sessions Company having over 100 members
laid off, and Vulcan also is having about 100 members laid off. We note that ITT-
Harper is laying off some 50 workers in the Hudson River Valley, New York. area
and at its Morton Grove, Illinois, operation 350 workers have been laid off. While
many of the workers received trade adjustment assistance benefits, a considerable
number of them otherwise eligible were denied these benefits because of unneces-
sarily restrictive provisions which operated to deny them benefits promised by
Congress in the Act, and in whose interest we recently testified before this
Committee.

While this Committee recently moved to act on the TRA section of the Trade
Act and did correct some of the restrictions, it fell short in addressing all the
necessary revisions in that section. According to reports from the industry, profits
in the industry showed a marked decline, with a number of the producers reporting
operating losses and some of them going out of business or otherwise terminating
production. While profits are being maintained in certain segments of the industry,
this Committee should realize that it is precisely those segments of the industry,
where profits have declined and unemployment increased. for which relief is being
sought. For instance, the automotive fasteners which the President's message indi-
cated would not be injured is not within the scove of this relief action. Hence,
statements about its welfare are not relevant to the lack of economic well-being
in the rest of the industry. Operating levels in the nonautomotive section continued
to slide to about o0% capacity.

The statutory criteria were met with regard to substantial injury. The ITC
determined that imports were a substantial cause of injury.

We have cited these details to emphasize the factual state of the industry which
finds itself in a circumstance for which Congress mandated relief in the enactment
of the Trade Act. Congress empowered the ITC to assess these circumstances on a
studied or objective basis. The ITC has done so and has recommended relief.

Pursuant to Section 201(d)(1) the Commission prescribed levels of increased
tariffs necessary to remedy the serious injury. Such levels were ad valorem duty
rates of 30% in the first and second years, with a reduction to 25% in the third
year and 20% in the fourth and fifth years respectively. -

There is an amazing parallel of the Fastener Induxtry with that of the case of
the domestic high carbon ferrohrome industry (HCF). Both are highly capital
intensive and both are technologically efficient with skilled work forces.

That industry also sought relief in the Section 201 escape clause provision when
its very existence was threatened by the flood of imports from foreign sources,
largely South Africa.



147

The ITC again determined that such quantities of high carbon ferrochrome
(HCF) were being imported as to be a substantial cause or threat of serious inury
to the domestic industry. To counter-balance such import penetration the Com-
mission recommended the imposition of rates of duty to be increased by 30%
the first and second years, reducing to 25% the third year and dropping to 20%
the fourth and fifth years. The small domestic industry consisting of five firms
saw import levels increase from 44,000 tons in 1972 to over 107,000 tons in 1976.

The President, in the HCF issue, noting that only about 1,000 US. workers'
jobs were imperiled, rejected the duty increase, or the imposition of orderly
marketing agreements, or any other form of relief. According to the President,
there would have been an adverse inflationary impact if the full ITC remedy
were put into effect. Reliable economists, however, indicated that if full duty
were assessed the cost of a ton of stainless steel would rise less than 1% to 2%,
based on the use of 110,000 tons of new HCF needed to produce the one million
tons of steel. Thus, the total cost to the economy would have been about $22 per
ton of stainless steel which sells at $15.00 per ton to preserve jobs and a needed
industry.

In our view the facts developed in the ferrochrome escape clause action portray
a classic example of offshore producers taking advantage of our market by attempt-
ing to drive an important industry out of business in order to obtain a monopoly
advantage. The President, however, failed to use objective criteria in setting aside
the ITC recommendation, but, in our judgment, leaned to political considerations
in his rejection.

We mention this case not only because of its merits but because there may be
evolving a pattern in which ITC findings and recommendations may be rejected
by the Executive Branch. If that pattern takes hold, then the escape clause pro-
visions are meaningless and Congress' commitment to moderate injury is voided.

Senator RmxconF. The committee will stand in recea.
[Thereupon, at 12:35 p.m., the subcommittee recessed, to recon-

vene at the call of the Chair.]
[By direction of the chairman, the following communications were

made a part of the record:]

STATEMENT Or SENATOR JOHN HziNZ

Mr. Chairman, the hearing today on the President's decision to reject the Inter-
national Trade Commission s recommendation for import relief for the domestic
steel fastener industry is crucial. I firmly support the ITC's findings and I believe
that the Administration's decision is a serious mistake both for the fastener indus-
try and for our overall trade policy.

In enacting the Trade Act of 1974, it was the intent of Congress to design a
series of safeguards and remedies for American industries which had been severely
injured by foreign imports. Producers who believed their industry was being im-
pacted by imports could petition the International Trade Commission for relief.
The ITC's recommendations would then go to the President for review and final
executive decision. In the current case the President has made his decision not to
aid the industry and it is now up to Congress to overrule him.

On December 7, 1977, the International Trade Commission found in favor of
the fastener industry's petition. The ITC concluded that the industry had suf-
fered substantial injury from imports, and that the facts of the case clearly neces-
sitated import relief. import penetration had increased from approximately 21%
of the domestic market in 1969 to 45% in 1977, employment fell during the same
period by 36% from 68,400 workers to 53,400, and the industry is currently operat-
ing at only 50% of capacity. My own state of Pennsylvania, which alone produces
over one-half billion dollars worth of nuts, bolts and screws yearly, has 54 fastener
plants employing over 7,000 workers. The state has been hard-hit by the flood of
imports; thousands of Pennsylvania workers have lost their jobs.

But not only the American workers and producers in the steel fasteners industry
have been injured. Our ability to respond in the event of a national emergency
may have been severely impaired. Steel fasteners are such a vital and essential
product that we cannot fail to maintain an adequate domestic source of supply.
We cannot afford to become dependent on foreign supplies, and we must insure
free access to an adequate supply of American fasteners.
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In addition, the Treasury Department's recent imposition of reference prices for
steel imports will aggravate the situation by effectively increasing input costs for
the domestic steel producers who import raw materials. These producers, faced
with competition in the domestic market from imported fasteners, cannot increase
the price of their fasteners to reflect cost increases without adversely affecting their
competitive position. If this continues, it could mean even more serious problems
for an already severely injured industry. It is not the purpose of the Trade Act
to come to the aid of industries only after they are dead. We must anticipate
these problems and act promptly.

For these reasons, I believe that the President's decision to deny the import
relief recommended by the ITC is a grave mistake. The arguments used by the
Administration to justify its action-possible inflationary repercussions, possible
protectionist retaliation by importing nations, and the number of jobs which
could be lost in other industries-are weak and do not make a convincing case
that the ITC's decision was misguided.

What particularly concerns me is the argument that we might face foreign
retaliation. In my view this possibility is much less important than maintaining
our firmness and credibility with our trading partners. We must keep in mind that
our credibility and leverage in multi-lateral trade negotiations depends on our
past record in enforcing the laws we have enacted, and on our willingness to stand

firm in support of our principles. There is no doubt that our position is severely
weakened when foreign nations realize that much of our trade legislation, includ-
ing Section 201 of the Trade Act, remains a paper tiger. Every recommendation
of the International Trade Commission on import relief since the Trade Act of
1974 became law has been altered or rejected by the Administration with the single
exception of specialty steel. So long as we send this kind of signal to our trading
partners-that we don't intend to enforce our laws or act aggressively in support
of our trade principles-we will make no progress in obtaining international agree-
ment on the kinds of trading relationships we would like to see.

It is not my intention to make a plea for across the board protectionism. What
is really needed, of course is better adjustment procedures in all nations, but this
takes time and planning. Until we reach that point, industries which are impacted
by imports and which suffer through decreased profits, worker layoffs, and re-
duced plant capacities, must be assisted. It is precisely the purpose of Section
201 of the Trade Act to provide such industries with temporary relief and with
the necessary room to recover and regain their health.

I believe that the particulars of the steel fasteners case demonstrate that the
industry needs temporary relief from fastener imports, and it is our duty to pro-
vide that relief hy overriding the President's decision. I urge the committee to
support 8. Con. Res. 66.
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STATEMENT OF

DONALD R. CHURCH

CHAIRMAN OF THE BOARD

CHURCH AND CLARK, INC.

BEFORE THE

SUBCOMMITTEE ON INTERNATIONAL TRADE

COMMITTEE ON FINANCE

UNITED STATES SENATE

RE SENATE CONCURRENT RESOLUTION 66

APRIL 4, 1978

Mr. Chairman:

Church and Clark, located in Dallas, Texas, is a manufacturer of

fastener products, primarily of two types: carbon steel foundation bolts

(85 percent of our business) and continuously threaded low carbon steel rods

(15 percent).

Our foundation bolts are. used in residential and commercial concrete

foundations to bolt down wood and steel framing and equipment.

I started a small company to produce foundation bolts for distribu-

tion in the southwest during 1957. At that time the selling price of the most

popular size, 1/2" x 8", (80 percent of the usage) was 8 cents each. My
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cost was 5 1/2 cents each. By 1961, the Japanese and Belgians saw the

potential volume in the item and their importers were offering this same bolt

to my customers for 4 1/2 cents each.

I was also a manufacturers agent at the time I started this company.

However, I spent five years of hard work,repaying the losses of over-

$100,000 created by thinking that the imports may not be here to stay. I

followed them down in price as best I could until it was a lost cause. I sold

off the equipment for peanuts. Threading equipment was not in demand, and

imports hed taken over a large portion of the volume in standard bolts in the

previous five years. I was forced to close the business, but fortunately was

able to do so without bankruptcy because of my income as a manufacturers

agent.

From 1961 through 1969 1 brokered foundation bolts to smaller dealers.

By 1970 the selling price of Imports was back up to over 7 cents each. The

larger American manufacturers had discontinued producing these 1/2" x 8"

bolts because they were not profitable. We acquired more modern, more effi-

cient equipment and with minimum wage labor we were able to build our com-

pany through distribution to smaller type accounts, who could not anticipate

their needs by buying from importers. By 1974, Importers were bringing these

bolts into the ports, stocking them and offering them with very little mark-up

over future foreign shipments.

Survival for us Is a matter of finding nooks and crannies around the

country, where the customers either are not aware of imports or cannot buy
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the quantity necessary to get the freight costs down. Through hard merchan-

dising we sell pool truck loads sometimes to six or seven accounts stopping

in five states before final destination.

Each year we have had to continue selling the "football" of this part

of the* fastener business, the market for which is dominated by importers.

We cannot sell on either coast, and seldom sell the larger distributors, be-

cause of the price of Imports. We have continued to fight for this business

because our debts were upand without the volume we would not cover our

obligations. To replace the volume lost to imports, we started quoting the

type of foundation bolts used in plant construction and began making "all

thread" rod. ("All thread" rod had been imported below domestic costs, but

the American mills started competing with imported rod and we and other

American producers were able to get back Into the market.)

The foundation bolts used In residential and light commercial build-

ing remain dominated by imports. We estimate the market in the U.S.A. for

foundation bolts for residential construction to be $25 to $30 million. tight

commercial construction accounts for about another $10 million. We estimate

that India, Japan, Taiwan, and Korea have over 60 percent of this business.

Many of our American manufacturing competitors have quit making this pro-

duct and have started importing. In 1977 our share of the market was approx-

imately $2.5 million. In 1978 we predict we will drop a million dollars or

more In sales. Our 1977 net profit after taxes was 2.3 percent of sales, which

obviously is much too low to permit any new Investment in equipment. Our
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customers in Chicago, St. Louis, New Orleans, and Houston and elsewhere

advise us that the price of Indian imports is 22 percent under us. And,,

we have not yet raised our prices to recover the increase in domestic rod.

prices resulting from the implementation of the trigger price system. The 30

percent duty recommended by the International Trade Commission was made

before trigger prices were established. The trigger price on rod, our basic

new material, without higher duties on fasteners, puts us In an impossible

cost squeeze. Our costs of production are up 15 percent, but we can't raise

our prices.

In the past 30 days, a major importer, whose name would be familiar

to many of us interested in this case, called us. A native Indian, an employee

of the importer, was speaking. He said, "Mr. Church, we have known that

you are a major supplier of foundation bolts in this country, and we are sure

that you will not be able to compete in the future with imported bolts. We

would like to encourage you to find other uses for your equipment and let us

import your needs from India. We would offer you a territory." This same

person has since visited our offices and has made repeated attempts by phone

since, to encourage us to concede.

Were we to succumb to such an arrangement we would be forced to:

(1) Lay off approximately 60 employees.

(2) Idle $1/2 million worth of equipment.

(3) Replace over 10 million pounds of America made steel,
our raw material requirement last year, with imports in
the form of finished goods. This would lay off American
steelworkers.
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(4) Be at the mercy of an importer whose business is pro&---
cated on purchasing from overseas at prices below the
reach of American manufacturers giving work to fewer
Americans. We would be sending American dollars to
countries whose manufacturers and workers are already
subsidized by their governments.

I uze the members of this Committee to support Senate Concurrent

Resolution 66 and give the Import relief we-deserve under your legialation

the Trade Act of 1974.
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lc i CANADIAN FASTENERS INSTITUTE
(> Yopige Street. I,,rpJro. Oplaiov Ytj& //Y Tlelione (416)363-7261

March 30, 1978.

Senator Abraham Ribicoff,
Chairman,
Senate Finance Sub-Comittee on Trade,
United States Senate,
Washington, D.C.,
U. S. A.

Senator Ribicof f:

We are very appreciative of this opportunity to present the views of
the Canadian Fastener Industry before the Senatorial Hearing being
held on the "deterination of the President not to provide Import
relief under section 203 of the Trade Act of 1974 to the domestic
industry producing bolts, nuts, and Large screws of iron or steel".

Our view is that the working relationship, between your country and
ours, in the fastener industry is indeed a "particular" one and we
feel an important factor to be considered in the deliberations of
the hearing.

The attached information describes the relationship in detail and is
provided with the thought that it will assist the Sub-Comittee in
its work.

Thank you,

Peter G. Garnesu,

manager.

P G/alr

Attachment
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CANADIAN FASTENERS INSTITUTE
One Vlopa Street. 1'orw. (Ntario A451: 1J9 "lleplho,,e t416,363.7261

A STATEMENT DESCRIBING THE PARTICULAR RELATIONSHIP
BETWEEN THE CANADIAN FASTENER INDUSTRY AND

THE AMERICAN FASTENER INDUSTRY

PREPARED FOR THE INFORMATION

OF

SENATOR ABRAHAM RIBICOFF
CHAIRMAN

SENATE FINANCE SUB-COMIlTTEE ON TRADE
U.S. SENATE, WASHINGTON, D.C.

WITH REGARD TO

THE PUBLIC HEARING ON THE DETERMINATION OF
THE PRESIDENT NOT TO PROVIDE IMPORT RELIEF
UNDER SECTION 203 OF THE TRADE ACT OF 1974

TO THE DOMESTIC INDUSTRY PRODUCING BOLTS, NUTS.
AND LARGE SCRWS OF IRON OR STEEL, TO BE HELD

COMIENCING APRIL 4, 1978

March, 1978

41c
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I NTRODUCTI ON

The Canadian Fasteners Institute is a trade association of principal
Canadian manufacturers of fasteners and was founded In 1953. It Is the
spokesman for member companies representing over 90% of the Canadian
production of the fasteners covered by the recent U.S. International
Trade Commission recommendation.

US/CANADA-FASTENER TRADE

The Canadian Fasteners Institute respectfully submits that the bilateral
trade In fasteners between the United States and Canada (as opposed to
the one-way flow of fasteners Into the United States by all other
fastener exporting countries) should be sufficient reason for prefer-
ential treatment to the Canadian fastener Industry. The more so when
statistics (I) reveal an average annual surplus of over fifty million
dollars ($50,000,000) in favour of American fastener producers through
the period 1973-1976 (approximately fifty-eight million dollars --
($58,000,000) annually 1975-1976). Needless to say, this two-way
trade In fasteners between our two countries Is highly favourable to
American fastener producers and has brought many benefits to It and to
Industries dependent upon it. Far from Injuring their American counter-
parts, Canadian fastener manufacturers provide their r American customers
(who In many cases have branches in Canada or export their manufactured
products to Canada) with a reliable source and service of quality
fasteners In a stable and consistent manner. Concurrently, American
fastener manufacturers share in Canadian market growth. The economies
of scale made possible by this unique two-way flow greatly benefit the
North American fastener Industry and consumers.

Manufacturers and customers on both sides of the border consider North
America as a single market where the fastener producing companies sell
to the same customers on both sides of the border In many cases. They
share common associations In trade organizations end manufacture all
of their products to Identical standards on similar tooling and auxiliary
equipment, most of which Is produced In the Unites States. Canadian
workers are organized Into the same International unions as In the United
States, are paid comparable wages and are granted similar working
conditions. Other costs, such as energy, transport, tooling and packing
are basically the same, as In the cost of raw mterlal, which is purchased
from a similar combination of captive, other domestic, and Import sources.

The single Industry concept has been recognized by the Capscrew nd
Special Threaded Products Bureau, which, on June 14, 1973, submitted
a request to the Ways and Means Committee of the Unites States House
of Representatives urging "that Canadian manufacturers of screws and
special threaded products be considered as belonging to the special
category of Nort American manufacturers who are not undermining the welfare
of the United States threaded fastener manufacturers". (2)

(I) Appendices A. and 8.
(2) Apendlx C.



158

-2-

We have also noted that at a public hearing of the International Trade
Commission In Cleveland, Ohio, on April 10 and II, 1975, Mr. H.E. Geissler,
Vice-President of Lamon & Sessions Company, In referring to large
Increases to Imports of Fasteners, unfair competitive practices and possible
monopoly at the expense of the American consumer, clearly exempted Canada
from these charges and said that American fastener products are quite
capable of "holding their own" with our "nelghbours up north" (Canadian
fastener producers). In fact, In its Report to the President dated
December 9, 1977 based on the hearings In Washington on September 29 and 30,
1977, USITC Commissioner Italo H. Ablondl stated: -"it is difficult to
reconcile how U.S. Imports from Canada can be specifically considered a -
cause of serious Injury to the domestic Industry when the United States
enjoys such a sizable trade surplus with Canada in such articles." (3)

LABOUR

It Is pertinent that one of the co-petitioners of the U.S. I.T.C. was the
United Steel Workers of America. The substantial majority of Canadian
product affected by the I.T.C. recommendation Is produced by Canadian
members of the U.S.W.A. We do not believe the U.S.W.A. would wish to see
their Canadian associates seriously Injured by the selection of a method
of control of Asian Imports that adversely and unduly affects Canada.

THE U.S.-INTERNATIONIAL TRADE COMMISSION RECO4ENkTION

The I .T.C. reported to the President that Imports, orimarl ly from Joan,
are a substantial cause of serious Injury, or the threat thereof, to
domestic producers.

The Commissions's own staff study of possible remedies addresses Itself
exclusively to Japanese Imports as evidenced by Its assumption of extra
lead times on Imports, and by Its use of only Japanese costs In the
regression equations.

The same study concludes that a duty rate of 40% would result In a reduction
In 1978 Imports of 150 million pounds. However given the large price
differential between American and Asian fasteners (which Is almost always
more than 30%),it cannot be assumed that the recommended duty rate of 30%
would result In an appreciable reduction In the overall volume of Imported
fasteners.

U.S. Imports of Canadian fasteners (exclusive of trade under the Auto Parts
Trade Agreement) total approximately .. million ponds or 8% of all U.S.
Imports. Canada's unique similarity wth the U.S.A. cost base for labour
and materials render It entirely Incapable of competing In the face of a
30% rate of duty.

(3) United States International Trade Commission Report on Investigation
No. TA-201-27 under Section 201 of the Trade Act of 1974, December
1977, page 16-17



159

-3-

The net effect of implementation of the I .T.C. reccumendation will be
to virtually eliminate Canada as a source. However, such a result would
not reduce the volume of fastners imported into the United States; the
bulk of fasteners formerly imported from Canada would then be picked up
by Asian manufacturers, whose low prices will enable them to absorb a 30%
duty rate and still be lower-priced than the American producers. The
effect on other exporting nations would be nominal. The Canadian Fasteners
Institute does not see how this can possibly be considered a viable U.S.A.
solution to the injury determination.

Faced with the loss of Its American market, and with an already
overwhelming deficit in fastener trade with the United States the
Canadian fastener industry would have no alternative but to concentrate
solely on supplying the Canadian market and seek appropriate protective
measures from the Canadian Government in order to survive. We submit that
this sort of protectionism on both sides of the border Is not in the Interest
of either the American or Canadian fastener producers and consumers or in
the interest of our common goals of reliance on North American Industry for
materials which are vital to our mutual defence.
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U.S/CAKMADATZ FAS ADE

Under the Antomot62. Parts Trade rjumealt:

U.s. Imports Canadian imports

From Canada . FrM U.S.A. 2.

1973 17.7 39.5
1974 18.1 46.4
1975 18.3 50.2
1976 30.7 62.2

Genral fastener products (APT trade excluded):

U.S.. Surpms

21.8
28.3
3.9
31.5

U.S. imports
From Una"a 3.

1973 17.8
1974 43.6
1975 22.0
1976 28.1

Total fastener trade:

U.S. Imports
Frm Cwda

1973 33.5
1974 61.7
1975 40.3
1976 58.8

Canadian imports

From U.S.A.4 1

42.2
53.7
32.2
51.0

From U;.S.

81.7
100.1
102.4
113.2

U.S. Surplus

24.4
10.0
30.2
22.9

U.S. Surplus

46.2
38.3
62.1
54.4

1. U.S. Bureu of Cm2erce catalogue 1 146, tariff Item 64.7900

2. Statistics Canada special tabulatlo cross referencing tariff itms
95002-1, 95004-1, and 95006-1 (APT) with cindity clalmes 45-06
through 45-49 covering scrn, bolu, rivets, washers and auto.

3. U.S. Bureau of COmeOce catalosue I 146, tariff items 64.4920,646.4940,
646.5100, 646.5300, 646.5400, 646.5600, 646.580, 646.6320, 646.6340,
66.6500, 646.7000.

4. Stacistcs Canada "Trade of Canada-Imports" catalogue.

3-426 0 - U. - 13
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" '1 40 1973
John M. Martin, Jr.* Seq.
Chief Counel, Camtittee on Ways and Heans. . -.
United States Lose of representatives
1102 Longworth House Office Building
Washingtn, D. C. 2051.5

Sub.ect: Supplement to State t of George P. Bye. Jr.
before the Ways and Means Co=Littee,

* Uni"eS tates House of Representatives an
May 21. 1973

Dear Mr. Martin I

As representative of the Cap Screw and Sjpcial Thread&d Po ducts
Bureau, the membership of which includes manufacturers of cap screws
and special threaded products, located both in the United States and
Canada. Z respectfully request and urge that no changes in L.R. 6767
be recommended by the Ways and Means Committee of the Rouse of
Representatives which would in any way upset the Autmative mrads
Agreement between the United States and Canada, or any trade relationship
with our good friends who manufacture screws and special threaded product.
in Canada. We also respectfully request and urge that when X.R. 6767
is discussed by the Ways and Means Committee in its Zxeuutive Session
that Canadian manufacturers of screws and special threaded products
be considered as belongUg to the special category of North American,
manufacturers who are not undermining the welfare of United States
threaded fastener manufactuxers.

Zn accordance with our conversation with your office today,
please add this letter to my statement (title page attached), before
the Ways and Means Comittee an May 21, 1973.

S• Yours very truly,

@15ILL
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the foloving is an excerpt from the U&ted States International Trade Commislon
Report on oVeetgation no. T -201-27 under Section 201 of the Trade Act of 1974,
December, 1977 .......... pg :16

largest fatener-€oaaing market in the United States and Its production

hus vastly increased compared with production during the 1975 investigation.

Furthermore, this Important mrket is supplied almost exclusively by U.S.

producers. in addition, 7 to G percent of U.S. shipments are captive

shipments produced solely for Intracompany use.

Under section 201(b)2(a) the Cbamssion is also required to investigate

significant uneployment or uderemployent within the domestic industry.

Despite somewhat lower levels of employment after 1975, it appears that

many firm have experienced difficulties in hiring skilled laborers..

Nevertheless, man-hours worked have increased frost 26.S million in 1975

to 29.6 million on an annualized basis for the period January-Juse 1977.

The Increased productivity noted In our 1975 Investigation continues

to date.

The Comission als Investigated other economic factors which bave a

bearing on the question of serious Injury.

he domestic Industry has not only maintatied but Increased its sizable

export market. U.S. exports of bolts , outs, and Uarge screw of iron or

steel increased ftrm 172 million pounds in 1975 to 197 allion pounds in 1976.

Durig January-June 1977, exports amounted to 106 million pounds, 6 percent

greater taa in the corresponding period of 1976. 1he value of exports

Increased frm $101 million In 1975 to $107 million in 1976. The value of

exports during January-June 1977 wse 10 percent hIgber than in the corres-

ponding period of 1976. It should be noted that where" U.S. imports of

Canadian articles totaled $58 million in 1976, U.S. exports to Canada

amounted to $91 million during the same year. It is difficult to reconcile
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how U.S. Imports from COneA can be specifically oomi daed a Cause of

serious injury to the domestic Ldstry when the United States enjoys

such a sizable trade surplus with Camads Lan such articles.

It should &l" be noted, In 1976. 20 to 25 percent of all impor.8 of

bolu, nuts, and large scrws wve sold to-or Imported by U.S. producers

or their wholly owned distributors.

Since the last investleatio, U.S. producer shipments increased from

1.0 bilon pounds in 1975 to 1.1 billion pounds in 1976. U.S. producers'

shipments regi termed 596,000 pounds during Januay-Jue 1377, 11 percent

higher than im the corresponding period 1976. t46e ImprWVnMaS I& ship-

mnts hae occurred despite a sizable decline in U.S. producers' inventories,

wich had fallen fro 306 million pounds in June 30, 1975, to 215 Llio

pounds on June 30. 1977.

Concliim

All the available data reveals that cooditions within the domstc

industry have not chaned to the extent that would warrant a different

determination. IT the absence of change conditions to the contrary I

m constrained to affirm o. 1973 determination that increased Imports

of bolts, nuts, and large scram of Iron or steel ae not a substantial

case of serious Injury, or the threat thereof, to the doetic

dus1'ty producing article" like or diri ;ly competitlva with the •

imported articles.



165

Page 1 of 5

WweS.ai"13.441
RCA ZM

April 4, 1979

AMERICAN EAGLE TRADING CORP.
77 PURCI S'MU T 6 RY. NEW YOR 10500 (914) 967-S0

STATEMENT OF ERIC COHN

Senator Ribicoff and the members of the International Trade Committee:

I thank you for the opportunity to present our thoughts at this

hearing. My name is Eric M. Cohn and I am employed by the Allied

International-American Eagle Trading Corporation in Rye, New York,

who employs 80 Americans. This firm imports bolts, nuts and screws

from all over the world. In a sense of full disclosure I wish to

state that my firm is partially owned by two American fastener manu-

facturers, and in addition I wish to state that I personally own

stock in one American bolt factory. I also should point out that

some of our best customers are domestic factories.

In my opinion, President Carter did the right thing in refusing

to raise the duties. I know it was politically unpopular but it

was the right decision.

Testimony before the Trade Commission has indicated the domestic

factories employ over 13,000 workers. Additional testimony furnished

by Federal Screw Works of Detroit, Michigan, and others at the

hearings on 201-27 indicated that there is a shortage of skilled

workers, that the workers will not move to new areas. Against this

background, I wish to point out to the Committee that there are

4,000 American distributors employing perhaps 20,000 Americans in

the United States and perhaps 100 importers employing another
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1000 Americans, all of whom rely on imports and need their jobs

as much as the American workers employed in the bolt-and nut

factories. 0

The duty increases suggested by the Trade Commission will raise

our selling prices some 24% on average and this does nothing but

cause more inflation in our economy. The domestic factories have

stated in their original petition to the ITC and to the STR office

that the duty increase was not enough. Nothing will be enough for

the high cost producers, and no protection is needed by cost

efficient producers. At the risk of being redundant we must

point out that the fastener industry as a whole is making a higher

profit than any other metal fabricating group in these United States.

I have never appeared before the Congress, confining my efforts

to appearing without counsel before the Trade Commission. The Trade

Commission figures and studies, in my opinion, are sound, informative

and well done. The conclusions of several Commissioners are not

supported by documentation in the same report. The solution to the

problems of the American industry lies in help from the Congress in

two ways:

I. Fast write off for new plant and machinery

2. Moderation of governmental interference in the manufacturing

operation from OSHA on down. --
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With these two relief measures the good can progress. What the

industry needs is new plants, not a crutch!

If the ITC recommendation comes into effect by a Congressional

overrde, our-own inventories would be worth about 251 more. Despite

this I maintain it is bad for the consumer, terrible for the distri-

butors who have never been adequately serviced by the domestic

industry and damaging to the economy of the United States.

If the imports are too high, all the domestic factories have

to do is stop importing and go back to work with what available
.0-4 tey can find. Such an action on their part wouldreduce the

imports below the 1975 level since the Commission found that domestic

producers account for 201 to 25% of all sales of imported fasteners.

The fact is that the Japanese have raised their yen prices some 12%

since the ITC hearings and the Foreign Exchange added another 15%.

The Japanese are facing higher costs and this will solve the economic

problem a lot better than an intervention by the Congress or the

Trade Commission.

Most of the discussions have been about Japan and the U. S.

But there are other countries involved. r would like to point out

that the recommendations of the Trade Commission have an effect on

these countries which I am sure the Congress would not like to have:
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1. CAxADAt This country imports iom the United States

more fasteners than they export to us. A duty increase

would quickly-cause the Canadians to stop importing

fasteners from our country.

2. INDIA AND OTHER THIRD WORLD COUNTRIES. These small

manufacturing complexes are just getting started and the

imposition of a 300 duty just about knocks them out of

the market altogether. Why give them money if you are

going to cut off their ability to sell us?

3. MAINLAND CHINA: This country is just starting to export

fasteners to the United States and an additional duty will

certainly inhibit their desire to buy from us.

As Congressmen, I realize you have an obligation to help your

constituents, but the two remedies I have suggested will do a lot

more for them than an override. New tariff barriers are not in the

national interest.

This is substantially the same testitony I hae given,,the other

body. However# I must add that this industry is a "collusive" one*

or in simpler terms, an industry that has a tendency to fix prices.

They are under a consent decree with the Department of Justice.

By denying them relief in 1975 the Trade Commission forced them to

compete a little more. 'Last month the head of their industry

received a jail sentence and fine for price fixing in another one

of his capacities. It is my honest feeling that if they get relief

they will not only raise prices to cover their costs, and reasonable
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profits, but they will once more cartelize their prices as they

have done in years back and if they do violate the Sherman or the

Clayton Act, it seems to me it will* be on the backs of the House

and the Senate for overriding the President's decision.

Thank you for giving me the opportunity to appear before

you.
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STATEMENT OF THE AMERICAN IRON AND STEEL INSTITUTE

The American Iron and Steel Institute, an association of 64 domestic producers
of iron and steel accounting for approximately 94 percent of domestic raw steel
production, herewith submits its views to the Subcommittee on Internationak
Trade of the Senate Finance Committee regarding the February 10th decision
of the Administration not to provide import relief under the provisions of section
203 of the Trade Act of 1974 to domestic producers of bolts, nuts and large screws
of iron and steel.

The fastener industry is an important steel consumer which, according to the
Office of the Special Representative for Trade Negotiations, obtains 75-80 percent
of its steel requirements from domestic producers. We are thus concerned about
the industry's well being and the fact that import relief was denied despite the
finding of the International Trade Commission (ITC) that imports are presently
or potentially a substantial cause of injury to its domestic firms and workers.

We are generally concerned that the Administration has passed judgment On
import relief without due regard to the findinpa of the ITC. On one hand, under
the provisions of the Trade Act, the Commission is required to determine import
injury based on criteria more lenient than existed previously. On the other hand,
the Administration's decisions need not reflect the desire of the Congress to grant
expanded relief. Under these circumstances, we believe the Administration should
substantiate decisions in far greater detail than it did in the February 20th an-
nouncement, in those cases in which it rejects the recommendations of the ITC.

The metal fastener case serves as a warning to all US. industry. No matter
how solidly the case is built for relief from imports, our trade laws can be readily
rendered inoperative by an Executive Branch decision to ignore the ITC's recom-
mendations for relief.

The metal fastener decision is especially significant to the US. steel industry.
When imports capture a large and growing share of the market for steel fabricated
products which were previously produced in the United States with domestic steel,
we lose valuable customers. The loss of downstream, fabricated steel markets has
particularly ominous overtones in conjunction with the operation of the Trigger
Price Mechanism which is designed to prevent unfairly marketed steel imports
from entering the US. market beneath Japanese production costs. One of the
most obvious ways for foreign producers to circumvent the Trigger Price Mecha-
nism is to ship steel to the United States in the form of downstream, fabricated

-products which are not covered by trigger prices. Since steel fabricators are a
major market for basic steel products, the US. steel industry is seriously con-
cerned about this problem. The loss of domestic fabricated steel markets to down-
stream steel imports could significantly undermine the relief provided to the U.S.
steel industry under the Trigger Price Mechanism. By rejecting import relief for
fasteners, the Administration has given notice to foreign producers that they can
adopt with impunity a strategy of shipping increased fabricated steel imports to
the United States in effect circumventing the Trigger Price Mechanism.

We would like to express support for the Treasury's expedited national security
investigation under section 232 of the Trade Expansion Act of 1962 which was
authorized in light of a recent Federal Preparedness Agency staff study indicating
inadequate domestic fastener productive capacity to meet wartime mobilization
requirements. The United States should continue to emphasize the strategic im-
portance of adequate productive capacity to meet basic materials requirements
for national security considerations.

Finally, we wish to express our support for Senate Concurrent Resolution 66
which would disapprove the Administration's decision transmitted to the Congress
on February 10, 1978 not to provide restraints against imports of fasteners.

STATEMENT OF DAVID J. STEINSERO. PRESIDENT OF THE U.S. COUNCIL FOR AN
OPEN WORLD ECONOMY

(The U.S. Council for an Open World Economy Is a private, nonprofit organiza-
tion engaged In research and public education on the merits and problems of
achieving an open international economic system in the overall public interest.)
It is generally believed that Congress has two options in responding to the

President's rejection of tariff increases on fastener imports--to override or not to
override the President's decision. I propose a third option if Congress believes that
the Administration has not adequately concerned itself with the problems of the
fastener industry-namely, reject override but ask the Administration to concern
itself incisively with the real problems of this industry through a coherent industry-
adjustment strategy, to the extent that government help is needed.
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The President has properly rejected the ITC's recommendation of import relief,
-but has improperly neglected the advisability of a thorough assessment of the

industry's real problems and needs, of its ability to find solutions to the serious
difficulties of many of its members, and of the extent to which government policies
materially affecting the industry's ability to adjust may unfairly be impeding
such an adjustment effort. Although the Trade Act explicitly and implicitly re-
quires the ITC to conduct such an investigation of the petitioning industry's
adjustment efforts and adjustment problems so as to provide the President with
essential material he needs in making decisions on section 201 cases that reach
him, the Commission has not done so in this case or, to my knowledge, in any
case. For Congress to override the President in the case now under review, and
put into effect the huge tariff increases recommended by the ITC, would compound
the shortcomings of both the Commission's performance and the President's per-
formance in this matter. It would be a highly simplistic approach to the industry's
problems and the nation's needs. It would hardly reflect responsible Congressional
concern with the need to find constructive solutions that truly serve the enlightened
interest of both the industry and the nation.

One of the many issues that need thorough evaluation in the coherent policy
approach I have proposed is the extent to which government controls over imports
of fastener production inputs may have caused, or will cause, serious problems for
the fastener industry. Import quotas on stainless steel are one such example; the
trigger-price system affecting imports of other steels is another. These import
restraints could well lead (the quotas on stainless steel may already have led)
to increased imports of fasteners themselves. If Congress sees some logic to raising
tariffs on fasteners in order to offset the implications of import controls on semi-
finished steel for imports of finished steel products (in this instance, fasteners).
it had better get ready to apply such logic to the whole proression of finished
imports using steel. This is a disastrous route. Congress would be better advised
to ask the President to assess the implications of steel import restraints for the
fastener industry and, where necessary, modify these import controls where they
tend to harm domestic fastener production. ISuch modifications belong in a co-
herent policy of constructive assistance to the fastener industry. Simple override
of the President's decision in the fastener case will not induce the constructive
approach that is needed in such matters.

By the same token, the 232 national-security invesitgation now in process con-
ccrning fastener production does not adequately address the national-security
dimensions of this industry's situation. It only addresses the question-of whether
imports of fasteners impair the national-security capability of this industry. It
does not address the whole nuestion of the industry's ability to meet defense
needs. If there is a finding of impairment under 232, import control to correct the
impairment is the only action the trade legislation requires. But this is hardly an
incisive approach to the national-security issue. Among other things, it would
omit the corrective action needed in our steel import controls. Such corrective
action belongs in a coherent policy to correct deficiencies that may be found in
the mobilization base, just as it is needed in a strategy calculated to find solutions
to the overall problems of this vital industry.

In short, don't override the President'- rejection of tariff increases on fastener
imports. Send the case back to the White House and the ITC, and insist that
they do the kind of job that urgently needs to be done.

THE INTERNATIONAL TRADE COMMISSION Is NOT ADEQUATELY
ANALYZING THE IMPACT OF IMPORTS

A STATEMENT SUBMITTED TO THE COMMITTEE ON FINANCE
UNITED STATES SENATE,

AMIL 27, 1978

By David J. Steinberg, President, US. Council for an Open World Economy)1

The International Trade Commission's analyses of alleged serious injury to an
industry from import competition reveal virtual neglect of an area of inquiry
which is not only essential for proper evaluation of such cases under the import-
relief provisions of the Trade Act of 1974 but is in fact required of the Commis-
sion by that legislation. Attention to this area of inquiry was for a long while
totally absent. It is now, at best, only cursory.

'The U.S. Council for an Open World Economy Is a private, nonprofit organization
engaged In research and public education on the merit. and problems of achieving an
open international economic system In the-ovirall public Interest.
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Under Section 201(b)5, the Co ion, "for the purpose of assisting the Presi-
dent in making his determinations in import-relief cases where it has found
serious injury to have occurred or to threaten, is required to "investigate andreport on eforts made by firms and workers in the industry to compete more
effectively wit imports." In its commentary on this requirement, the Senate
Finance Committee's report on the "Trade Reform Act of 1974" (page 122) states:
"The escape clause is not intended to protect industries which fail to help them-
selves become more competitive through reasonable research and investment
efforts, steps to improve productivity and other measures that competitive indus-
tries must continually undertake."

Proper investigation and evaluation in this regard implicitly call for Commission
inquiry (and Presidential judgment in the escape-clause cases that reach him)
on (a) the problems encountered in the industry's adjustment efforts, and (b) the
extent to which government domestic policy (statutes, regulations, etc.) may be
unfairly impeding industry efforts to adjust successfully to foreign competition.
To the extent that such impediments exist, they should be corrected. Such reforms
belong in a coherent policy of constructive government assistance to an ailing
industry, regardless of what government action may be taken concerning the
imports in question. An industry-wide adjustment strategy-over and above ad-
justment assistance (as the program is now defined) to particular firms and work-
ers-is one of the options the President may choose (in our view, it is the basic
course of action he should choose) in addressing the problems and needs of an
industry that has been seriously impacted by imports. The Trade Act does not
explicitly provide for it, but nor does the Act prevent it.

It is essential that the President be fully apprised of all aspects of the industry
problem on which he is required to make a decision. Full compliance with Section
201(b)5 of the Trade Act should consequently be a significant part of the Commis-
sion's report to the President and of the Commision's statutory obligation to
assist him in his responsibilities under Sections 202 and 203 of the Act.

Escape-clause cases provide a vehicle (albeit not the only one or the best) for
diagnosing the real problems and needs of industries whose weaknesses have been
exposed by the serious difficulties which foreign competition may pose. It should
be used effectively to foster sound solutions to the serious problems of these see-
tors of our economy, and in ways that advance the total Public interest. It has
rarely if ever been so used. Because of these and other deficiencies in our policy
apparatus, the government reacts to symptoms without acting on the illness in
all its aspects. Where serious injury to an industry has been affirmed, the policy
options are not limited to import restriction (which is industry-wide) and/or"adjustment assistance" (which. as now defined in government policy and practice,
relates to individual firms, workers and communities). Full compliance with Sec-
tion 201(b)5 would help both the Commission and the President determine the
extent to which industry-wide remedies (of which import restriction is only one
and the least desirable) are justified.

NATIONAL Aseciorn; or PusTic FASCeArTOs,
Washington, D.C., April 5, 1978.

Mr. MirHuL STRN,
Staff Director, Senate Committee on Finance, Dirkeen Senate OPce BuvIing,

Wahington, D.C.
Dzu Ma. StERII: Enclosed is our statement, as substantial fastener users, con-

cerning (S. Con. Res. 66). the nuts-and-bolts issue.
We hove that you will include our viewpoint in your report to the Senate

Finance Committee.
The National Association of Plastic Fabricators fully supports the President's

decision to veto the recommendation of the U.S. International Trade Commission.
We believe that the Senate. too, should take the side of the consumer and refuse
to grant the additional tariff requested by the domestic fastener industry.

Sincerely, Jtu. M. Wmazc,

Executive Director.
Enclosure.
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Thank you, Mr. Chairman and members of the International Trade Sub-

committee, for the opportunity to present the view of the consumer concerning
the importation of nuts, bolts and screws of ferrous materials. We, the consumers
of substantial numbers of these fasteners, are concerned with the actions of this
Subcommittee regarding (S. Con. Res. 66), providing for import relief to the
domestic fastener industry.

The members of the National Association of Plastic Fabricators are fabricators
of decorative plastic laminate surfacing materials. Finished products include
countertope, kitchen cabinets, furniture, toilet compartments, doors, casegoods and
wall panelin. Fasteners play a part in the selling price as well as the quality of
these finished goods.

Some of the fasteners used in this small, independent-company industry are
bought domestically. However, a majority of the hardware is imported from Italy,
Germany, Japan and Scandinavia. The cost of identical fasteners produced domes-
tically is much higher and, indeed, in many cases, prohibitive. In fact, many types
of fasteners are not even manufactured domestially.

This being the case, would an increased tariff on imported fasteners induce
domestic manufacturers to expand their product line? We think not. Certain types
of fasteners would continue to be unavailable domestically and cost even more
to import than previously, with no benefit whatever to domestic manufacturers.

As an example: a major fastener to our members is the draw bolt or tight-joint
fastener. This fastener is used by virtually all reputable countertop fabricators at
the joint of the mitre corner. Draw bolts are produced in very limited amounts
in this country and, as a result, many are imported from Japan. The Japanese
bolts are currently reasonably priced and top manufacturers use them economi-
cally and efficiently. Add on your 30% tariff increase and the countertop manu-
facturers will take another look at the need for these fasteners. The market poten-
tial will drop; American fastener manufacturers will pull out and those fabricators
who continue to employ this additional structural insurance will be forced to
revert to the highly-taxed import source. Again, nothing will be gained for the
domestic fastener manufacturer and a great deal will be lost by the users.

Fastener distributors will be forced by this tariff increase to buy imported
products at a higher price and, therefore, take a lower rate of profit or increase
their selling price. This may or may not result in the switch to domestically pro-
duced hardware. There is no guarantee that the new tax will result in greater con-
sumption of domestic goods. Some importers will simply go out of the fastener
business, causing us, the users to search for other sources. And small fabricators
do not buy in large enough quantities to buy direct from domestic manufacturers.
The cost of each item is expanded even more and then, maybe we don't need so
much quality, after all.

You see, gentlemen, a certain portion of the finished product price is allocated
for the fasteners and hardware. The fabricator may be forced by cost to lower the
quality or change the type of fastener if the price gets out of line.

The American economy is based on competition, healthy competition, be it
c'omestic or foreign. US. manufacturers should find a means of producing com-
petitively priced goods for consumption both here and abroad. We feel that this
additional tariff would be unfair to the users of fasteners and to the American
consumer. We ask that you review those points which the President found to be
relevant and find, as he did, that this additional burden to the American consumer
is u,,warranted. O0


