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

INDUSTRY

TUESDAY, APRIL 4, 1078

U.S. Sexa

SUBCOMMITTER ON INTERNATIONAL B
or THE CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2221,
Dirksen Senate Office Building, Hon. Abraham Ribicoff (chairman

of the subcommittee) presiding.
Present : Senators) ibicoff, Roth, Jr., Hansen, and Danforth.

[The committee press release announcing this hearing and the reso-
lution 8. Con. Res. 86 follow :]

[Press release)

FINANCE SUBCOMMITTEE ON IRTERNATIONAL Tranx To HoLp HEARINGS ON:
RESOLUTION To DisAPPROVE THE PRESIENT'S DECISION NoT To PROVIDE 1MPORT"
RELIEF T0 THE DoM®STIO INDUSTRY PBODUCING BOLTS, NUTS, AND SCREWS ofF '
IRON OR STEEL

The Honorable Abraham Ribicoff (D., Conn.), Chairman of the Subcommittes-
on Internatioual Trade of the Committee on Finauce, today amnounced that the-
Subcommittee will hold a hearing on Senate Concurrent tion 66. 8. Can..
Res. 668 would disapprove the President's determination transmitted to Congress:
on February 10, 1 under section 208 of the Trade Act of 1074 not to provide
restraints against imports of bolts, nute, and serews of iron or steel as recommended
by the US. International Trade Commission (I.T.C.). D val by the House
and Senate of the President’s determination would result in the I.T.C/s recommen-
“*The beariss wil be hakd st 10:00 AN, Taedoy, Apel 4, 175, in Room 3831 of

e at 10: " A A oom )
the Dirkson Sonate Office Buiding. |

Chairman Rib stated that the witnesses for this hearing will be:

1. The Honorable John Glenn, 8enator from Ohjo.

2. The Honorable John Anderson tative from Illinois,

3. The Honorable Mary Rose Oakar, presentative from Ohio.

" 4& Ambeasssdor Alan Wm. Wolff, Deputy Speaial Representative for Trade Nego-

ations,
6. A panel representing the United States Fastener Mnnufactuﬁ:f Grou&:) David
A. "?foehr, Vice President, Russell, Burdsall & Ward, accompani by: Robert J.
Blinken, Chairman of the Baard and Chief Exacutive Officer, MITE Corp; Richard
Fallerrst MsCrors 4 peryaident, Siandard Prossed Steel Day Besria 5 Pk
r, 0 ure er; Jo r, of Jo ogue.

6. A panel re importer and distributor innt:émz Herbert Liebman,
President, A. L. Liebman & Sons; Frank Gerbig, President, US. Fastener

tion; John B. Strong, Jr., President, St Nuts and Belts mom
7.k Mr. f.IohA efiu Sbheehsn, ueonpaudt’ by Sdr Joba L. . United Steel-
workers of Am . x
slative Reorganisation Act—Chairman Ribicoff obeerved that the isla~
tive Act of 1948 requires all witnesses appearing before the

1)
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mittees of Congress 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 light of this statute, the number of witnesses who will appear
before the Subcommittee, and the limited time available for the hearing, wil-
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. o : )

2. The written statements must be typed on letter-size paper (not legal sise) 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 Subcommittes, but
at‘:t to cotnﬁne 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 min-
utes for the oral summary. . . ‘ .t . ,

Witnesses who fail to comply with these rules will forfeit their privilege 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 Stern, Staff Director, Senate Committee on
Finance, Room 2227, Dirksen Senate Office Building, Washington, D. C. 20510, not
later than Wednesday, April 5, 1978.

(8. Con. Res. 66, 85th Cong., 2d Sess.]

CONCURRENT RESOLUTION dlsag)provluz 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
Tebruary 10, 1978.

Senator Risrcorr, 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. ‘

YWhen Conf;ress passed the Trade Act of 1974, it provided an
opportunity for congressional review of Presidential decisions on
escape clause cases. I 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 to'not 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 OF HON. JOHN GLENN, A US SENATOR FROM THE
STATE OF OHIO -

Senator GLENN. Thank you, Mr. 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
upgreciate it very, very much. - - R
"I am 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 States. I am speaking of the
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fas:&xgrs industry, producers of bolts and nuts, large screws of iron
or . - - '

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 Risrcorr. May I ask you, Senator Glenn, if the President
-had accepted the recommendation of Ambassador Strauss, would that
have been satisfactory to you ¢ | ‘

Senator GLENN. I think it probably would have, because the tariff
quota system—1I do not have details of the tariff quota system that he
recommended here with me this morning—but I think that would
hav}(: iven 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. 1 took this action,
No. 1, to provide needed relief to the American industrial fasteners
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 addreéss the national security problems that our Nation’s depend-
enco 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. o

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 mprobiems 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 in¢luded in that pricing
system. - : S : S S
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As ¢ result of the decline of the fasteners industry, our Netion's
mobilization base for fasteners has become more and more dependent

on 48" peroent dependent, to be eéxact. This dence
poees serious national mrg;n that the Federal Prepared:-
neesAgu:g acting at the request at the Department of Defense has
documen initnmntuudyofdafutmmindnsh-y.

- I might sdd, Mr. Chalrmmn, that people:who think of the fasteners
industry as be{ng hairpins some scrows at the hardware store, or
something, underestimate this industey. To make aa asbomobile, for
instance, requires about 8 fasteners. The ave machijne tool
that we manufacture in this country has about 1,700 rs. :

A CB-A requires 2,300,000 fasteners and a 747, that most of us have
flown on at éne time or another, has 15-million fasteners of one type
or another. So it points up the importance of this industry from s

base.
" In o letter to Robert Strausms, the President’s Special Trade Repre-
sentative, dated February 8, the Acting Di r of the Federal
Pmpo,wfmes Agency advises that, “I de not feel #t prudent for na-
tional policy to allow such imart dependency to continue.”

On this point, I agree with Representative Robert Giaimo of your -
home State of Connecticut, Mr. Chairman, who, before the House
Trade Subcommittee on January 25, observed that the fasteners in.
du is representative of those industries which must be main-
tained at » base adequate enough and resilient enough to riss swiftly
to the demands of mobilization in the demands of wartime emengency.

I belisve Mr. Ginimo, at that time, pointed out that there were some
20 fasteners plants in the Stats of Connecticut.

Because the steel fasteners indnstry is not protected by the refer-
ence price system, it is especinily vulnerable to import pressures.
Experience shown that when we cut basic steel imports we
stimulate import problems in other sectors of the steel industry. In
other words, thay finish the product and export it to us rather than
exgmﬁng 60 us the raw material. '

atticularly from a national security standpoint, as well as an
economic perepective, I am concernad that the fabricated steel indus-
try will suffer additional injury es a result of the President’s decision
notlzommtkeﬂowofhbﬁmdweolimpominbothodomsm
markets.

Firit, the reference price will incrense the costs of imported
oteel which the fastoners mm oonsums to produce their product.
Sscondly, the reference price system does not apply to fasteners, al-
though a vast majority of the imports of fastensrs are fabricated
from earbon sbee!. , ,

Sinos referenve prives will not apply to this form of steel imports,
it is reasonable to assume that the domostic market will suffer farther

of Pastener finports whith will serve to the

aconsinid %&ho domectic industry is curventl ering  and
further $eopi our nathenal seourity position.

Tt Wit not the intent of Mr. Chairman, that import relief

BeTVe B a protectionist d» 1 oortainly do wot consider myesif a
presartionint. The vutionsld for import is based upon the intent
of Congress to protect, not inhibit, free trade. It is aimed at prowid-
ing temporary relief for industries suffering from serious injury
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caused by imports so that those industries will have sufficient time
to adjust to freer international competition,

I add, Mr. Chairman, that the GATT agreements provide
for. such safeguards. They allow Nations to provide needed temporary
relief to impagcted industries,

It is not the purpose of import relief to protest industries that
seek to avoid international competition. And, just as it is not the
purpose of the International Trade Commission, to. harbor such fugi-
tives from the hurly-burly of the market , neither is it the intent
of Congress that work of the ITC be reduced to the parceling-
out of pg;rhic victories to American industries in need of réllef.

Too often in the last few years have American industries petitioned
our Government seeking relief from unfair trade ptactices snd injury
caused by imports enly to be rewarded with ruinous victoty.

I hope our efforts here today and during the coming weeks ta
establish & fair and a reasonable trade pelioy will be mere sucoessful.
If not, we may find ourselves in a pyrrhic predicament; sarveying
the imjuries done to our domestic industries we will find our eeoromic
vitality and national security are undone.

The level of imports is appreaching 850 pevcent, Mr. Chairsten. I
feel this industry needs protection, not ong’ from & busitress stand-
;tpﬁé in this country, but, most importantly, from a nations? security

Senator Bayh asked if ¥ would sobmit this statement fot the record:
" Se::imRmoom Without objection, it will go into the record ae
if read:

[The mat:rials to be furnished follow :) |
StaTEManT or Suwaron Bace Bam
Mr. Chairman, I want to thank you for ing mie this oppartunity €o submit.
testim hﬁshoday in mort gf Miate urrssit. eao&” .686,. “P' resolu-
B e e
rovide e dom: er " the relief pro .
nternational Trade Commission. I be eethat' y.gur. Subeq tgtaheo’i favo

consideration of this resolution spowsored by Senator Glzan. oosponsoned by
myself and several of our co!lusgpuu i i x{rwa{m;to deronstmte that

Congress intends to play & meaningful and constructive: role. ih. the. foxnailation. of
Sontinarag dimemt of e SRS ars o send the Adiinistration 4 themags,

co g of the ‘ i i ‘

future resolutions of disapproval. of neca?i'm Presidential determinations, fa

of the
relief of import-impacted nigui;triu. 1u the case of tha demeatic fastener: ih&aﬁy
the reluctance of the Administration to. provide at least some form of efféctive
import relief is especially disappointing. ~

TR PUIGHT OF THR U.& FASTENER INDUSTRY

The plight of the manufacturers of large screws, nuts and bolts in this: country
has alre’;.dy been well documented by tll:;g United: Mates Patersational Prads Com-
migion after its six month investigation. The Utited Statcs Fasteher Mastifactut-
ing Greup also' highlighted those diffcuities on Mwrek 7 i its: evaluabion of
President: Carter's decision not t0 gramt' the industey relief i itw Before
the Howse Ways: and! Means Subtommittee on Tinde. Baporsintly, the: USPMB
et e e B e B T SR s

- 3500 from the first helf. w of the
gastener ifndum for 1077 has beén pub at 46%. This: meshir that: aliacst: heif of the
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Employment has also declined dramatically—by 38% since 1969 and profits have
dropped steadily since 1974. It is estimated that the USITC's proposals calling for
increased tariffs over a five year period could mean the restoration of 3,500 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 imported fproduct.s at lower prices.

Mr. Chairman, if our past experience with imported yadiochcolor 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 US. 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
ihdustries after imports came to dominate the market. It serves also.to raise further
questions about the Administration’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 q;lestion 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 & “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

ursuit of this goal. We must not now shrink from the options provided to us by

w. Only in this way can we avoid fest growing pressures for generalized import
restraints which could seriously threaten the development of export markets for
products manufactured in this count? as well as agricultural commodities. Pro-
viding effective import relief for the domestic fastener industry through favorable
action on 8. 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
l<;opigus of corréespondence from Indiana fastener manufacturers-be included in this

earing record.

8 Grirco Fastener Division/Mire CorPORATION,
South Whitley, Ind., December 28, 1977.
Senator Brer E, Bayn, Jr. | : .
Senate Office Building, Washington, D.C. A

Drar 8SeNaTorR BAYR: On December 6, the International Trade Commission de-
termined that the U 8. fastener industry has been seriously impacted by imports.

On December 8, it recommended to President Carter that a five-year program of
tarifis be impoeed, ie. 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 SBeptember 22, you recommended letters
from our employees, we recognised heavy demands on your staff and instead have
presented you with a petition signed by our Gripco employees at both our South
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Whitlgf: and Montpelier plants. We urgently solicit your cooperation in supporting
the L'T.C's recommendation by either writing, wiring or phoning Amgassador
Strauss requesting his favorable recommendation to President Carter. ,
While we are el.lﬁhbeq 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 suggested falls short of closing the gap between
unx:rt prices and the cost of domestic production, . '
8 one of the Senate’s most influential leaders, your support of our industry’s
position is vitally imegortant, and actions taken on behalf of our industry will
pro;mnet):tly displayed on our employee’s positical action bulletin board (picture
mc o*d * ’.,
Many thanks, Senator Bayh, for taking the time to review this information and'
offering our position your strongest support. \
: ery truly yours,

Enclosures.

RicHARD R. SWANSON,

Facr SHEET—UNITED STATES FASTENER MANUFACTURING GroUP ON IMPORT RELIEF
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 impo. on imports for two years, with a decrease to
25% for the third year and to 20% for the final two years. .

b Pl‘gegident ?;mer must act on the Commission’s findings and recommendations
y Februa .

The Un?{,ed States Fastener Manufacturing 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 8. Strauss, to register your support for effective im-
port relief for this beleaguered industry. The following facts atize the ruinous
effect of imports on this industry: . .

. Between 1068 and 1976 imports rose by 395 million pounds—a whopping 127%
increase.

Imports in 1977 will be the highest in hisbo?r. . .
19é{r)nport,s have now captured about 45% of the U.S. market—as against 21% in

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 1989, 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 80% for
the U S. industry in general.

Griprco FASTENER D1vision/MITe CORPORATION,
South Whitley, Ind., December 28, 1977.
Senator Birer E. Baysm, Jr., .

8enate Office Building, Washington, D.C. :

Drar SENATOR BAYH: We, the undersiﬁned 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. 8. 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 8trauss that import relief be granted
our industry.

Sincerely,
(A Ust of 26 signatures.)

Senator GLENN. 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 ITC 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 President stated in his den ying relief, “domestis
producers’ shipmen tshudincre‘sodml and the first half of 1977.”
the ITC, in from the Ways and

Means S mﬁtcommmee, provided da.ta. for full calendar year of
1977, thus u otmg the major tables in the ITC’s December rerork
This full year of data clearly indicates further deterioration of the
domestic mdust position.

"Between the rst half of 1977 and the second half, domestic pro-
duction in the fasteners mdustrfegeclmed further by 13.4 percen
The imports declined by much than that, by only 7.2 reem‘
over the same period, with the result that it increased the ,i).;x
penetration level from 43 percent in the first half of 1977 to 44 per-
cent in the full year.

The mdustry’s utilization of productive facilities remained at 51
percent for the full year.

Finally, emplo ment continued to decline. Average emﬁioyment
for the first half of the year was 12,908 and the second half was
down to 12,585——

Sex:lt;tor Ribrcorr. Would you like that document to go into the
recor

Senator GLrNN. Thank you, Mr. Chairman.

Senator Risrcorr. Without objection, the entire document will go
into the record as an exhibit.

Senator GrennN. Thank you, Mr. Chairman.
¢ lThe] prepared statement and attachments of Senator Glenn
‘XOollowW ¢

" STareMEIY 3Y SgNATOS JoRN GlAany

I want to thank you Mr. Chairman, and members of the subcommittes, for your
faithful attention to the very serious trade problems confronting our nation.
problems are among the most. sensitive and critical that we face anm contribu-
tions to this solution are frmted. I am here todany to the trade
problems of an u vnta oeonom‘{:f the State of Ohio and
to the security of the United States. I am asteners industry, pro~
ducers of bolts, nuts, and large screws of iron

On December 8, 1977, the US. Intematlonal Trade Commission reported to the.
President that )mports of nuts and bolts are causing serious injury to the fasteners
industry of the United States. Its recammendation that import relief be granted to
ithe fasteners industry was in respomse to the dramatic increase in imports of steel
{asteners and the impact of those imports on American industry. Whereas
fmports held 21% of the domestic market in 1068, thoy now hold 45% of
domestic muket. Employment in the fasteners industry has ped 36% since
1969 and pro fits have dropped steadily since 1074, In sddxtxon. Bol?ert Strauss, t.h
Presadent Bpecial T rade epresent&t.xve, :ecommen ded to the Presxdent that jm-

port relief, in the form of a tariff-q 'grovxded for the-fasteners indus-
t:yOnO% I't‘)riday, lz?fbgumy 10, l}he gremdent de:liged t no rehe! at a!l w%eceeaary '
ebru or m and Sena n, Anderson, Ba ump-
m leton, *serd Griffin, Heins, Helms, Hollinp zar, Metzetgnaum,

ovs, Dan
Ramdoiph R:egle, Schweiker, Sparkman. and 8tevenson, 1 introduced a resolution
dwapprovmg the President’s determination denying import relief to domestie pro-
ducers of nuts, bolts, and large screws. I took this action to: (1) provide needed
relxef to the American industrial fasteners industry, which has been found to be
cmmsm:uryfrom 1 rts by the US. International Trade Commis-
aion, (2) th with to the import ralief provi.
motns o': the Trade Act ot; lﬁ: (3) ad the natxonal:)ecunty probl:emzo ti;at our -
nation pendence on fasteners imports communics: oreign
manufacturers that Congress is to ineire that ‘the intemta of those.
sectors of the steel industry not oovend by tbe seferemee price sre protected
In his report to the Con the President stated that mpnrt- relief for the.
fastenes industry is not in the national economic interest. The repott outlines this
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departure from the recommendations of the U8, International Trade Commission
L Pao DSTTO repesced that domeatic prodaeore’ oo Pmm““* re and oxporss hed

‘1, The e '8 an rts
increased in 1078 and the first half of 1977. It also indicated that domestic producers’
rates of return on sales were above the corresponding ratios for producers of all
fabricated metal products and for all manufacturing corporatiens. Purthermore
domestic producers or their wholy owned subsidiaries imported or purchased 2035
(;;ereenlt_:.i [ total 1976 rs&amu of nmpoﬂ:iid’ .fut.enetr: in the c(tfimtegf States. The

omestic industry, partieularly firms mg in the production of automotive
gxnm, has and &ould eontinue to from increased US. consumption of
nmi

“2. Provision of import relief would have significantly incressed costs of fasteners
for US. manufacturers who use fasteners to produce cers, machinery, equipment,
and construction items. The inflationary impact of providing relief could cause
unemployment in other U.S. industries, offsetting gains in fastener employment if
imJ)ort relief had been im‘posed.

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

“4. Provision of import relief would subject U8, jobs in other industries to pos-
sible foreign retaliation against U.S. exports or compensation by the United States
by lessening US. import restrictions on other produets.

“8. Import relief would adversely affect US. international ecomomic interests,
partitc.ultquy in light of U.S. efforts to reduce trade barriers in the multilateral trade

otiations.

‘6. The appreciation of the ven ing 1977 will alleviate competitive pressures
from Japanese fastener exports to the United States. Imports from Japan have com-
prised about three-fourths of total US. fastener imports in recent years.”

In my view the statements contained in these ressons do not accurately reflect
the condition of the domestic industry. With regard to the first point, that “domes-
tic producers’ shipments and exports had increased in 1078 and the first half of
1977,” it should be noted that the increase in domestic producers’ shipments ig in
rclation to data regarding 1975, a year in which the US. experienced its worst eco-
nomic setback since the Great Depression. Therefore, although shipments in-
creased from 1976 to 1876, that increase really is only relieving & bad stuation; it
does not indicate a healthy industry. In relation to all other years since 1969, pro-
ducers’ shipments were at their lowest in 1975, 1078, and $977. It should aiso be
noted that exports are inereasing while domestic shipments have remained at record
lows during 1976 to 1977. This demonstrates that imports are definitely keeping the
domestic industry from suppl its own market, which is the lsrgest fastemer
market in the world, generatmg most reverue for those selling in 1t."Moreover,
increasing UJ.S. cannot compensate for the major Joss of market share that
the domestic ucers are suffering at the bande of imports. The import-to~con+
sumption ratio has gone up every year since 1968, culminating in 1976 with & 44%
share of the US. market. : .

The argument in point #1 continues. The President states that, “It is also indi-
eated that domestic producers’ rates of return on sales were above the correspond-
ing ratios for producers of all fsbricated metal products and for all manufacturing

corporations/’—this statemont implies that :an industry with a retum on
saiesiegmnpmﬁtabietbmannduﬂrymhalomretumon s. This is not
always the case. .

Forbes Magarine, in its nnonual analysis of UJ.8. industry, uses two measupes to
assess the profitability of Amerioan industries: (1) after tax rate of return on capi-
tal, and (2) after tax profits as a percent of stockhoiders equity. These mensures
give & more accurate picture of the profitability of an industry than the ITC's fig-
ures on the pre-tax rate of retara on ssdes used in the Premident’s report to Con-
gresa. I have compared the figures compiled by Forbes in its 30th Annual Report
on Industry, released in January 1978, with figures on the fasteners imdustry pre-
pared in & private study submitted to the Ofice of the Special Trade Representa-
tive. These figures reveal that the profitability of the damestic fasteners industry is
lower than the average profitability of “all other” industry, The figures aleo reveal
that the profitability of the sutomotive fasteners sector of the fastemers industry,
which accounts for about a third of all fastemera sales, is considerably higher tham
that of the rest of the fastemers ndustrv. Isolating the profitability of these two
distinct sectors gives a truer pleture of the profitability of the fasteners fndustry.
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TABLE 1.—Afler lax rate of relurn on capilal—1977

Percent
Entire fasteners INQUStIY . c e e v oo o e e ————— 7.7
Automotive fasteners. . o - cccece e e ce—— e e em e an———— 13.0
Non-Automotive fasteners........ . —————————————————————— 6.0
All other industry. . cceeecenecauan e em————————————————— 10. 2
Heavy construction. o oo - o oo e e mecmcm e ——— 12. 4
Electrical. ..o eeeeeam e —m——————————————————— 14.3
gonstlruction material and handling equipment. .- .. 11,1
ehicles. o e ce e cemce——mccan - ———— 10. 8
Appliances. . .o e mm e e ———————— 10.7
TaABLE 2,—Afler tax rate of relurn on stockholders’ equily Pereent

er
Entire fasteners industry. - c oo cc e eecccemccccc e m———— 9.6
Automotive fasteners.. . .. e cercecc e cccenccerc e e ——— e —————— 18.3
Non-Automotive fasteners . .o oo e 7.0
All other iIndustry . o e e mrmccccccmee e —————— 13.9
Heavy construction. o oo oo e e — e ——— 18. 9
Electrical. oo e e e e e emrec e em e —e———— e ————— 19.0
Construction material and handling equipment... - oo v cee e eeeo ~ 15, 4
Vehicles o oo e cceecceccccemcmccec—ee— e mm—— e ——— 15,7
APPlANCES. e e e e cmcccc e ccescecccm e mm———m e ——————— 16. b

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 mdust?lr, is suffering. Every year
since 1973 the employment levels of the industry have fallen. 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 20-256% 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 In order to stay in the market because domesticalg 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 US. jobs, revenues related to US. 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 U 8. 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. U.S. 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 the 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-
glying more of the product consumed. For example, in 1971 consumption was 1539

illion pounds of which domestic producers supplied 1243 billion pounds. In 1976,
consumption was 1.608 billion pounds, but domestic producers sup lied only 1.100
billion pounds. Thus, despite the increased consumption from 1975 to 1976, the
domestic producers shipped 143 million pounds less to the US. market in 1976 than
they did in 1971, Making the same comparison for imports, importers supplied
325 million pounds more n 1976 than in 1971, e .

With regard to point #2 in the President’s report, regard:f inflationary impact
of providing relief to the fasteners industry, it should be no that, in general, the
cost of fasteners constitute signiﬁcantlmem 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
minimis 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. 03-1208. The r:g:rt reads: “With regard to the
effect of relief on consumers, the Committee feels that the goals of the Employment
Act of 1846 should be paramount. Unemplc‘)jyed 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-
ments, 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 su ed that import relief might trigger foreign
retalintion 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 s%%culative. Moreover, the impact of retalation, should it
occur, would probably spread out over a number of product sectors, which
would reduce its adverse effects, if any. I do recognize that %.B. interests in multi-
latera] 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
'ex‘ports 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 US. 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 1874, 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 indust?' is consistent both with the purpose of the
“escape clause” and with the free and fair trade principles to which our country is
justifiably committed. T, . e

Finally, and perhaps the most important point to be made, it is- significant to
mention the national ecurity 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 Preparedness Agency advises that, “I do not feel it prudent for natfonal
polioy to allow such import dependency to continue.”

Because the steel fasteners industry is not protected by the reference price
system, it is especially vulnerable to import pressures. Experience has shown that
when we ocut basic steel 'imfom we stimulate import problems in other sectors
of the steel industry. Particularly from a national security standpoint, as well as 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 apgl.r to
fasteners, although, a vast majority of the imports of fasteners are fabricated from
carbon steel. 8ince 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 demestic
industry is currently suffering and further jeopardize our national security position.

A number of people have opposed the Resolutions of disapproval on the grounds
that the TTC data for the first half of 1977 .indicated, perhaps, that the domestic
industry’s position was improving and that it was no longer necessary to provide
relief. As the President stated in bhis message denying relief, “domestic producers’
shipments . . . had increased in 1976 and the first half of 1977 * * *.»

t night, the ITC, 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 domestie indus-
try’s position: .

Between the first half of 1977 and the second half, domestic production declined
by 134%; imports declined only 7.2% over the same period—thus increasing the
import penetration level from 48% in the first half of 1977 to 44% for the full year.

The industry’s utilization of productive facilities remained at §19 for the full
year. ‘

While the use of net operating dpfoﬁ to nét sales is a very poor way to measure
profits in this cs}!g;tal intensive industry, the full year data indicates a sharp decline
m such profits. The profit for the first half of the year was 104%—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 firat half and the second half of 1077 of 69%.

Finally, employment continued to decline. Averazge employment in the first half
of the year was 12,903 and in the second half was 12,585,

US. INTERNATIONAL TrApe CoMMISSION,
Washington, D.C., April 8, 1978.
Hon. Craries A. Vanix,

Committce on Ways and Means, Subcommittece on Trade, U.8. House of Repre-
sentatives, Washington, D.C.

Dzar MR. CHAIRMAN : In response to your re%t;est. of March 1, 1078, I am pleased
to forward herewith statistics on capaoity utilization, domestic production, pro-
ducers’ shipments, domestic employment, and %mmﬂm data for bolts, nuts, and
large screws of iron or steel for the year 1977. For convenience of comparison, we
have updated the statistical tables presemted in our published report on investiga-
tion No. TA-201-27, Bolts, Nuts, and Large Screws of Iron or Steel.

Please continue to call on us whensver we can be of assistance to you.

I hope you have & nice day.

ours sincerely,

Enslosures.

Daxm. Mincuzw, Chairman.
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TABLE 1.—BOLTS, NUTS, AND LARGE SCREWS OF IRON OR STEEL: U.S. PRODUCERS® SHIPMENTS, IMPORTS FOR
CONSUMPTION, EXPORTS OF DOMESTIC MERCHANDISE, AND APPARENT CONSUMPTION, 8Y TYPES, 1969-77

Quantity in thousands of pounds; value In thousands of dollars)

Retie( of
e o
Producer’s pereat Apparent
item and perlod shipments Imports 19 Exports 8¢ eon:mion Shipments consumption
Quantity
Bolts and large scrows:
196 1, 141, 800 208, 363 61,914 1,066,249 18 16
224 77,451 1,216,573 2 19
78, 951 215, 71657 L1837 2 13
2n 84,855 130,803 25 21
653 3;3.033 "665 1,417,026 28 23
Yo ude Lo 2 2
1976, .l 881,23 i?%oﬁ 150,078 1,205, 242 54 39
Mot 77 7 2 1 49,180 166,203 1,223,066 55 40
uts:
340, 307 165, 13,134 492,834 49 3
2 176, 11, 691 162, 655 59 38
163, 415 11, 560 415, 330 62 39
184, 17,6390 80,211 & 4
21,730 502, 859 70 43
301,61 31,802 - 581,984 97 52
205,038 43,480 366, 730 106 58
239,390 47,191 402, 344 105 57
, 776 52, 062 385, 498 105 58
372,024 §5,048 1,759,033 25 2
400, 694 80148 1,61, 2 24
379,248 83,22 1, 7 3l 25
474, {94 102, 1,785, 014 T} 27
544, 563 124, 1,918, 895 3% 28
776, 442 189, }&z‘ 2, 146, 686 51 36
534, 79 13, 1, 385, 380 8 .39
704,474 197,268 1,607, % “
716, 816 218,265 1,611, “
Value
Bolts and large screws: .
1969, e e emoacoononn 541,660 35,629 36, 856 340,433 7 7
1970, CITITIT :93.575 g.g ggﬁ & 172 g :
s gl ain @a o4 o
54, 550 2% %92 73,196 963, 640 3 ) 21
€65, 790 15, %69 n,ag 718, 478 5
685, 810 161, 97 8.1 7404, 482 24
713,509 156, 925 87, 100 783,334 22 20
19, 737 569 \ 659 13 16
Em RE i M 2 o
5 , 825 gﬂg 11,322 242,758 25 21
247,728 75, 198 14 818 908, 308 0 24
517 Jg.agg 22,53 - 496,827 56 37
3; , 4 23 321 334,280 3 30
98, 093 23,930 354, 650 35 28
298, 222 100, 214 22152 371,284 H 27
733,397 " 69,198 9 9
1970, . 513:603 25,90 :& 292 ;ﬁ'% 13 |
Wi . 660, 934 82,339 44, 691 698, 582 13
768, 664 U3, 66 51, 435 830, 674 15 }4
905, 972 . 348 g. 042 1,006,278 18 7
1,167,777 22 ,732 1,460,267 3 27
ge g owa pem 8 &
1,081,731 57,139 184) 252 liﬁ%xs 25, .. 2
1 %unﬂ does nat include nuts, and screws imported frea-of duty from Canads under the Automotovie Products
Trade Act APTA?'uuann of such articles Is not reported in the officlal statistics of HJ.S. Ospartment of Commercs.
Value of impornts includes , nuts, and screws imported free of trom Ca APTA). .

-
(73
<
(7]

tn :‘I.ﬁg:ldim ttlmﬁsﬁcs ’:f tlll:c U.S‘.Dcpamn’:‘n‘t' of c:.n:;::r&o', o ltc% contalning screws wefw teborted in
o8 uring 1969-74; for these, oa! s - -~
B e e o et Snd ot 210 1 The sarng shipment. It is 4 by the

staff of the U.S. International Trade Commission that bolts of iron or steel accounted for approximately 90 pet of total

oxrom.

{includes screws, rivets, washers, and similar articles. 1t is estimated by the staff of the U.S. international Trade Come

gsyvs:‘lgn.th:'t m- ::pr;v'a. of Iron or steel accouated for approximately 60 pct of total exports, by quantity and about 45 pet,
ue,

Source: U.S. producers’ shipments compiled from data submitted in responss to questionnalres of the U.S, {nterastional
T B sty Bt hore il satstics of the .S, Departmment of Commerce.

20-428—78——2
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TABLE 2.—BOLTS, NUTS AND LARGE SCREWS: U.S. PRODUCTION AND PRODUCERS? CAPACITY! 1972-77

item 1972 1973 1974 1975 1976 1977
Bolts and lsrge screws:
Production. ..... miltion pounds.. 1,107 1,140 1,216 241 879 887
Capachty. .o ooooaemeaenen do_... 1,569 1,481 1,545 1,553 1,651 1,598
Ratio of production to capacity- .
Nuts percent... n 7 79 54 53 56
uts:
Production.. ... million pounds... 312 280 317 201 211 208
C:mci(r ................. do.... 442 427 475 513 538 533
Ratio of production to capacity
Total percent.. 71 65 67 39 39 39
otal:
Production. . ....million pounds._ 1,419 1,418 1,533 1,042 1,091 1,095
Ca%cltr ................. do.... 2,011 1,910 2,020 2,066 2,189 2,131
Ratio of production to capacity
percent.. n L 76 50 50 51

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

Source; Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission,

TABLE 3.—PROFIT-AND-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 sales.__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 £§52, 879
Gross profit. ........... 00 94, 225 135, 321 240,791 185, 807 168, 368 14}, 401
Selling snd administrative
oxXpenses....... . ....... do.... 67, 117 75,952 94,607 85, 653- 89,708 88, 548
Net operating profit. ....._do.... 27,108 59, 369 146, 184 100, 154 78,660 52,853
Other income or (sxpenses) i
do.... 1,778) (392) 518 (210) 145 (411)
Net profit before (ncome
[ TR do.... 25,333 58,977 146, 699 99, 944 78, 805 52, 442
Ratio of net operating profit to
netsales.......... percont.. 5.4 9.4 17.1 14.7 11.4 1.6

1 Profit-and-loss dats were submitted by 37 producers. Thess producers are representive of the Industry.
Source: Compiled from dsta submitted In response to questionnzires of the U.S. internationsl Trade Commis<iun.

NOTE.~Owing to a different sampling of U.S. producers, data reported above for the years 1972-74 differ from
dats published h‘; usITC Pubﬁntlonpn?f Boits, me, and of iron or Steel, yeo nd

TABLE 4.—AVERAGE NUMBER OF PERSONS EMPLOYED IN U.S. ESTABLISHMENTS 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

Production and related workers engaged
in the production of—
Totsl, all Bots, and
Period employees Al products  large screws Nuts Total
T 43,457 34,154 1 232
b1 1 I 40,639 32,541 18, 746
9 - ceee camcea 38,624 30,744 1 17,210
197 . 40,073 82,262 s ) 16, 858
1) OO, 42,092 33,791 v 17,53
1974, o e e cccaeccccaocacae 42,342 34,497 13, 4, 17,
1975, ..cceeeenccccncaconuannccccananan 35, 101 26,977 10,016 3,357 13,373
1976.ec e ceccccmcaccccnacenrensnacons 34,339 27,080 9, 690 3,307 13,077
1 seseemesmmnnann e reae e ooaeaaen 35,031 26,313 8,187 3,557 12, 744
. § Not svailable, .

Source: Compiled from data submitted In response to questionnaires of the U.S. internstionsl Trade Commission,
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Senator Riercorr. Thank you very much, Senator Glenn.
Congressman John Anderson, please.

'STATEMENT OF HON. JOHN ANDERSON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ILLINOIS

Representative ANpERsoN. 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 rivahz 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. :

think it is fair to say that each of us do represent States that are
more significantly impacted by this problem than other States. I
‘think 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 %entleman 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 %een 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
-temporary 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 oountlg.

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.

Sfcsnat?lr RiBicoFF. Your entire statement will appear in the record
-as if read.

Regresentative A~pErsoN, While I do not want to be parochial, I
would like to cite some examples in my own State of Illinois, both
with respect to production cutbacks and plant closings due to the
fastener import 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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th; R.B. & W. factory has reduced employment by one-third since
1974,

On February 25, I received a letter from Mr. William B. Cigliano,
whe is the vice president and the general manager of that particular
company, which reads as follows:

Dear Mr. Anderson, I have just performed the unpleasant task of authorising the
layoff of over 100 of our employees, some of whom reside in the district that you
:eguent. Our estimates indicate that for every rmer we must lay off, five

e will be sffected. Some of these five derive their income in industries that
furmish us steel supplies and services, some others are in imdustries 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 im 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 cenducted 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 Jetter to our U.S. Trade sentative Robert Strauss, the
acting director of that agency, Mr, Royal, stated, and I quote: }

QOur study eoncludes that, because of deteriorating domestic capability, 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 te allow such import dependency.

Mr. Chairman, in conclusion, members of the subcommittee, 1
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 imports.

I am bappy that Senator Glenn, in his concluding testimony just a
few minutes ago, referred to the fact that an update en 1977 statistics
prepared by the U.S. Iaternational Trade Commission do show that
‘when you examine the data fer the entire year that further deteriora-
tion in the position of this very impeortant, basic industry did oecur.

While the Trade Act does encourage “free trade,” certainly it dees
not do so, and was not intended to do so, at the expense of the health
of th‘?,y very basic domestic imdustry that is vital to our national
security, . :

Thank you, Mr. Chairman.

Senator Rmicorr. Thank you very much. .

Da you have any questions, Senator Roth or Senator Hansen {

Senator HanseN. I have just one question. I am sorry I was not
here when you. began your statement, Mr. Anderson, t is the
percent of these fasteners presently imported ? : B -

Representative ANDERsON. Abont 45 percent of the domstic market
is now the result of imports. - -

3 Senator HanszN. We have a very similar situation in the oil in-

I have no further questions.
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Senator Rora. If I might just ask one quick question: 45 percant
‘how does that compare with the last 2 years? What’s been the trend §
T know it has been up in the past. .

. Representative Axperson. The trend has been to increase. ¥t has
‘increased dramatically in the last 2 years.

Senator Rorr. Well, as I recall from the figures——

Representative Axperson. Particularly with to the Japa-
nese, for example, I think that of the $8 billion deficit that we have
‘with them on our trade account, about $250 million or $300 million
.of that, as I recall, is because of the imports of Japanese fasteners.

Senator Rorr. When you say 45 percent for importing, you mean
45 percent of present consumgrtion, is that correct{

presentative ANDERSON. Y es.

Senator Roru. That is for 19771

Representative ANpersoN. Yes. That is current figures.

Senator Rorr. And what would 1976 be

?e%esentative ANpgrsoN. We imported 43 percent of our fasteners
4in 1976.

Senator Rorn. I see. Thank you, Congressman Anderson.

Senator Risrcorr. Thank you very much. :

[The prepared statement of Mr. rson follows:}

SrarzsMaxt or THE Honorazte JonN B. AxpeasonN

Mr. Chairman, distinguished members of this Committee, I weloome this oppor-
‘tunity 1o appear before you in suppert of a resolution to overvide the P nt's
-decision to deny import relief to the domestic fastener industry.

1 think amyone who knows my record in the Congress over the last 17 years
knows that 1 am not an arch-protectionist, that I have usually voted for lites
trade policies on the part of the US. Government. And yet, in this partienlsr in-
stance, I make no spology for appearing before yeu to plead the eause of this
industry in the name of national security. There is a valid national defenwe argu-
ment that can be made in support of at least temporary and limited tesiff relief, as
the ITC has recommendad. . .

Iﬂtmebeginbymthntl am firmly convinced that if the President's de-
-cision is allowed to , it can only mean the continwed serious decline aad
further deterioration of this basic industry. It lies at the very beckbone of the
American conomy since everything is beld ther by some kind of fastener. You
have urdoubtedly heard these sureo befere, but let me repeat them becawse their
importance cannot be overlooked. An automobile wses 3,500 fasteners, Boeing 747's
-use 500,000, and a machine tool uses about 1700. Unfortuaately, sueh & wital mdus-
try has been badly hurt by the surge of imports in recent years. Since 1068, impoxts
-of nuts have risen by 138%, bolts by &go, and cap screws by 380%. Last year,
imports accounted for $300 million in sales, almost 50% of domestic consumption.
“The imports ar priced about 30% below the American-masw products. If these
}rends continue, we could be almost totally reliant on foreign sources within a
‘few years. .

As a direct consequence of such imports, in Illinois we have seen both production
cut-backs and plant closings such as those at the large Universal Screw
‘Deere facilitics and the smallor Arco Produets factory. In Roek Falls, the
R. B. & W. factory has reduced employment by ope-third since 1874, A while ago,
I received a letter from Mr. William B. Cigliano, Vice President and Geueral Man-
-ager of that particular company, whi ru:fn as follows : ~ .

“Dear Mr. Anderson: I have just performed the unpieasant task of authorizing
the layoff of over 100 of our employees, sonse of whom reside i the district you
represent. Our estimates indicate that for every wage earner we must lay off, five
others will be affected, Some of these five derive their income in industrfes which
formish us steel, supplies, and services. S8ome others are in industries and businessew
dependent on our employees for their income. 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
Japan ﬁﬁure 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 U.S. 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 fastennr 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 US. economy, a continuation of current trends will make it
less t1:ncl 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 de ndencly." . : ) )

In conclusion, 1 urge this Committee to act to stop the further deterioration of

the domestic fastener industry at the hands of imports. While. the Trade Act of’

1974 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 result 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 Risicorr. Congresswoman Oakar.

STATEMENT OF HON. MARY ROSE OAKAR, A REPRESENTATIVE IN'
CONGRESS FROM THE STATE OF OHIO

Representative Oarar. 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
68 to disapprove the President’s decision not to provide import relief’
to the domestic industry producing nuts, bolts. and Jarge 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:

ey
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such increased quantities as to be a substantial cause of injury to the
domestic industry.” o

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, B

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 metel 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 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 3 percent, per year. A '

As cheapiy 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 10,000
jobs have been lost in the last 8 years and, in and around my district
1n the greater Cleveland area alone, in the second half of 1977, four
metal fastener plants have been forced to shut down. o

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.

Sex(xlator RiBrcorr. Without objection, those will be included in the
record. :

[The following was subsequently supplied for the record:] _.

RusszLL, BurpsaLL & Warp, Inc,,
Mentor, Qhio, February 16, 1978.

Mr. CrArLES CAMPISI,
Cannon House Office Building,
Washington, D.C.

Dear Mr. Camrisi: 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 of”
Number of ndard’
hourly product
Calendar yesr ending December . ‘ employees shipments.
1973 S e, 59 —  1NA
17/ T meeeeeeee e . 416 1000
197 ———- e ecceteemerecanceasambernm—n- e an 354 74
197 ceccmcmaner - paccmmenan 338 63
S { ! 7 neen : : . 2 ] 3
M‘Jhmm. s . ' 339 :
T ei————— - o NI
1 Acquired March 1973, ' ' e
-ﬁmmmmmamomluam«mmm'ammmnmumumlmmy.
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We appreciate the Co oman’s effo houss support for the resalu-
tion she plans to file this week to reverse m%m decndoppo
Please let us know if we can be of further assistance.

rely yours,
v Ml D
Director, %aﬂcetw Sl;f&t:wﬂ

RusseLr, Burossry & Wam, INc.,
Manbov, Ghio, Pebruary %7, 1978.
Hon. Mgy Rose OAXAR,

U.8. House of Representatives, Washington, D.C.

Drar Ru’assz\"u'rms OAxAR: I have been informed by our top management that
it is necessary u')ut{ over 100 of our employees. These layoffs are & direct result

of decision not to provide tariff relief 1o our imdustry.

As Eastern Regional Sales M er, I can certainly relats to the serioumness of
the problem. Our sales in the last few years have sieadily decreased and show no
P O asmistan Con 1 taken to overrid

May we have your asistance m any gressional sction en override
P Carter’s decisien,
Very truly yours,
Wasn Hs
Sales M’maacr- ast.

Russzis, BusosasL & Warn,
Mentor, Ohso, Fcbruam 28. 1979,

B e S
-Cannon House "
Washmgion, D

MabAx : 'l‘ln:past weck we were eompellad to redace our work foree by 3o
people at this pm and, during the menth of Mareh, we will be reducing our work
fomebya.nadxtmnal&people.’l‘otslemxiloymenta.tthuphntthenwnube
approximately 360 people commred to a level of approtimately 600 geople during
January, 1 Wme s senous threat

Theaemntlaycﬁm-dnetrmlto! decision R0t to pro-
vide either tariff relief or import quetas on npoud into our eoumiry.

These layofis in our industry come at & time whea th aral business. condstion
-of this country is sound, Our employees have a very cult time tmdemunding

the industry is whick they have formanymnsu enly in

posmon Our only responee is that the leadership of ounauon cares very m
-about. the ﬁmmofamllbutvery

I do believe, however, that there are some leaders such as yourself who do care
about an industry that haa played. a vital rple in our mechanized world. Therefore
I am requeotmg your falt su of sny and alt eongressionst setions that will

Z»
;

.serve to override President r's decision. Prompt action on this issue is ob-
viously called for as the very existemow of a small but vital industry is at stake.
Respectivily yours,
Caintms 6. Smoor,
’ Plant

Representa.twe Oaxar. The metal fasteners industry is & vital one,
mployi hly skilled warkers who, because of the time required
earn their techmcal gkills, cannot easﬂy find employment in s

dlﬁerent industry. As Mambers of Congress, as and 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 fobs heve been Yost to
increased and increasing imports of products of every kind, we can-
not idly sit by and watch with indifference as lines form at the un-
-employment office.
Mr. Chairman, I de net w%h to mf melodramatie otrh to base my'
argumentouexaggemhon. e are no wi ma
or impersonal arithmetic, #ﬁtm with human
'facts of dis sion, disruption and even the (Iespair that oomas
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with forced unemplivyment. There it no good reason why our Govern-
ment, which is supposed to be the Government of the people, cannot
use the means at hand provided by the Congress in the escl%e clause
section of the 1974 TradeActmtfmmmendad by the ITC to pro-
tect American metal fastener workers through a 5-year sliding scale
of tariffs on imported nuts, bolts and large screws. _

Mr. Chairman, were Congress to override the President and imple-
ment the ITC recommendations, not only would additional layoffs
within the domestic industry be avoided, but about 2,500 jobs could
be restored almost immediately becgnse of increased metal fastener
production. Moreover, with im relief, we are told, ancther 5,000
jobs which conceivably could be lost in the next 3 years without
relief, instead would be saved. - - '

Thus, if we assumed thet the highly-skilled metal fastener worker
earns & medisn wuge of $12,600 and if we multiply that figure by
7,500 jobs that we have restored, $96 million in whpes alone would
flow into the economy as a result of import relief. This means that
Government would collect revenues from taxes on metal fastener
workers’ incomes and that these workers would not have to rely on
unemaployment compensation, a system already strained to the break-
Ing point.

% was recently appointed to the Unemployment Compensation
Committee and, as all of you know, we spent $20 billion in unemploy-
melxg mmm?mm last -year.hen relief it G .

summary of this argument, then, import relief is desperately
needed to protect American metal fastener workers whoee;‘fbsare
at the mercy of unrestricted and subsidized foreign competitors.

The second point that has been elaborated ux:n by my colleague
ard friend, Senator (ilenn, and Congressmnan Anderson, is the fact
that the strategi at fastener imports undermines the strategic
cafacities of our own industry to provide adequate supplies of nuts,
bolts and lange screws to meet national emergency requirements. A
wide range of military e%lipment 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 fasteners for the
Cl‘;ﬁl cargo pianes and several thousand fasteners for every tank that
1S t. :

. Do we really want to risk so basic a component to the perilous
circumstances of uncertain dependence on our sllies and trading part-
ners in a serious national crisis, including perbaps, and ho y
e Prtiant ol oy rojecting impoet relief, neverthelees

. In_rejecting import relial, nev
directed the Secretary of the Treasurer to initiste an expeditod—and
T stress the word expedited—national security inveammmder
section 232 of the Trade Expansion Act of 1962 to ine the
extent to which meta] fasteners and imported fastenors haye threat-
ened domestic self-sufficiency in emergency or wartime Jons.

The very fact that the President found it necessary in addition to-
the fact that the Federal Preparedness had ly i

this was avpmblen;i::eminly an argument that we need our
own industry protected the impcrts due to the national eecurity
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In January 1976, a letter to ihe Director of the Federal Prepared-

ness Agency from tha Deputy Assistant Secretary of Defense said
that: .

The industrial fastener industry is one of the basic industries supporting civilian
..and defense requirements. If this upward swing 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 operatin%1 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 capacitﬁ. o

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

The ratio of imports to proddction 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 July, 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 manutactured in our great country, the United States
of America. ’

Senator RiBicorr. Thank you. o

Representative Qarar. So I hope that this committee will look
favorably on the concurrent resolution_ offered by Senator Glenn
and, without objection, Mr. Chairman, I would like 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 Risrcorr. Without objection, I think that Senator Glenn
has submitted it. If he has, we do not want the same document
printed twice. - ‘ | '

Representative Oaxar. Thank you. ’

Senator RiBicorr. Thank you very much, Congresswoman,

Any questions? = , |

Senator RorH. I have one quick question. . L.

In Mr. Wolff’s testimony, which is still tv come, the statement 18
made that communities in which fasteners are produced are mostly
Targe cities, such as Chicago, Cleveland, New York, and Philadelphia,
where thera are generally alternative employment opportunities for
unemployed workers.
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‘Would you agree with that statement { '
Representative QAgar. I am told by many of these 60 cos};:onsors,
‘many of whom represent more of the rural area that they have in-
dustries concerning metal fasteners, and I do not believe that that is
‘necessarily 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 Rora. What 1 was particularly interested in, do you feel
there are alternative employment opportunities, for example, in
'Cleveland ¢
Representative Oagar. Well, of course, we have had, and Cleve-
land, I think, is representative of many areas, it is & 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 Rora. Thank you.
[The prepared statement of Ms. Oakar follows:]

STATEMENT OF REPRESENTATIVE MARY RosE OAKAR

Mr. Chairman, I am grateful for the opportunity to testify today before this

Subecommittee on International Trade on Senate Concurrent Resolution 66 to dis-

_approve the President’s decision not to provide import relief to the domestio
.industry producing nuts, boits, and large screws.

I initiated a Concurrent Resolution in the House to override the President’s
decision largely because of the finding by the U.S. 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

'urig_ntly.clear because of three important reasons. L.
. 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 years,
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 afways. do for themselves, In this industry, as well a8 jn others, where
thousands of American jobs have been lost to increased and increasing imports of

roducte of every kind, we cannot idly sit by and watch with indifference as lines

orm at the unemployment office. . ™ , L
.- Mr. Chairman, I do not wish to sound melodramatic or to base my argument on
.exaggeration. but we’re not just dealing with numerical abstractions or Impersonal

.arithmetic. .We are, dealing’ with humaqn facts—of dispossession, disriiption, and
-even the despair—that come with forced unemployment. o
There i8 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
fas(}elx;?r workers through a five-year sliding scale of tariffs on imported nuts, bolts,
an € BOrews. ]

Mr. éhairman, were Congress to override the President and implement the ITC
recommendations, not only would additional layoffs within the domestic industry
be avoided but about 2,500 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 next five years without relief, instead
would be saved.

Thus,; if we assume that a highly-ekilled metal fastener worker earns an average

annual wage of $12,600, and if we multiply that figure by the 7,600 jobs that are
restored, 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 compensation, & gystem already strained to the breaking point. In.
summary, then, import relief 18 desperately needed to protect American metal
faaten?; t:;grkem whose jobs are at the mercy of unrestricted and subsidised foreign
competitors. :

y 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 want 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-
Secretsry of the Treasury to initiate an expedited—and 1 strees the word “ex-
pedited”—national security investigation under Section 232 of the Trade Expansion
Act of 1962, to determine the extent to which imported fasteners have threatened
domestic self-gufficiency in emergency or wartime conditions. The very fact that
the President found it necessary to order such an investigation invalidates much of
his own argument for rejecting import relief and com ises legitimate national
security questions because of his own apparent misunderstanding of the close rela-
tionship that domestic metal fastener production has to a credible national defense
in crisis situations. Permit me to be more epecific in this ex;ﬁm-d.

In a January, 1878 letter to the Director of the Fed Preparedness Agency,
the Deputy Assistant Secretary of Defense said that, “the industrial fastener indus-
try is one of the basic industries supporting civilian and defense requirements * * *.
If this upward swing of imports continues, we could be almost totally reliant on
foreign sources within a few years.” This means simply that incressed levels of
fastener imports significantly reduces the gf_.ﬁamioof our domestic mdustx to
meet all emsential emergency requirements. This means that projected short-
ages in fastener supply under less favorable import conditions during an emergency
or in wartime are, “serious enpugh to warrant concern.” Let me illustrate this point
as clesrly as I can.

Japan greaentév accounts for about 76 Mper_cent of all metal fasteners im
into the United States. During projected Mobilization years of 1977, 1981, and 1985,
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 con&tgopa_. Yet, this see sssured
flow of Japanese-made fastemers to meet our civilian and defense n is only
theoretically valid. because the truth is that imported fasteners from Japan would
be endangered by Soviet air and naval harassment. .

In any natiopal em in which a declaration of war is a poasibility, it cer-
tainly is not unreasonsble to assume that there would be some form of Boviet
action to disrupt the flow of strategic supplies to the United States from those
countries with whom we haye frirndly diplomatic and trading ties, such ss Japsn
and the West Furopean nations. In any worst-case scenario involving our mili
and industrial capacity to survive a pational crisis without a endence
on foreign suppliers, it {s absolutely vital that domestic producers be able to satisfy
our defense needs. Therefore, with an industry as basic and essentisl to our
national security needs as the metal fastener industry, import relief is not merely
a reguest or a recommendation—dut an urgent necesstty,
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My third and final point is that metal fastener imports have czusetl & 50 percent
drop in domestic operating capacity, so that our own fastener indusiry is function-
ing at only half its real strength. This extremely low rate o capacity utilisation, in
the form of idled equipment and machinery and laid-off workers, is especially dis-
turbing because of the capital intensive nature of the rastener industry. To resover
the high fixed costs associated with a capital intesive i and to earn suffi-
cient revenue to be profitable, domestic metai fastener producers must operate
their plants at a rate much higher than 50 zercent of overall eapacity. Net t~
ing profits have declined sharply from %146 million in 1074 to just $40 million in
June, 1977, According to the December, 1977 US, International Trade Commission
Report, and I quote: “The ratio of imports to 6groduct.tox; 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 1976 alone, US. i%m of nuts, bolts,
and large screws totalled 704 million pounds, valued at about $229 million,

In the face of this onslaught of imported fasteners, American prodyocers have
been forced to idle machinery and lay off employees. To become competitive again
in the marketplace of their own country American metal fastener producers
the type of import relief recommended by the International Trade Commission.
Indeed, this recommendation of relief is in complete lePl conformity with the
escape clause provision instituted by Congress as part of the 1974 Trade Act to
‘protect American industries seriously threatened by _forelgndcomiﬁon. The
<Congress gave that authority in the Act to the International Trade mission 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 overri the President’s decision, we will not declare any
opening shot in a new round of trade wars. Rather, we will 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 mnational security
interests.

The case for imgort relief speaks clearly enough for itself. Mr. Chairman, I urge
you and the members of your subcommittee to support SBenator Glenn and favor-
ably report his Concurrent Resolution of disapproval. We must sct now, in both
‘Houses, while the time is ours, to tgroteci: Ameriean workers, to protect American:
defense readiness, and to protect the American metal fastener industry itself. In
doing this, we will tell other Americans whose jobs are threatened by imports that
Congress cares sbout them, too. . L.

. Thank you, Mr. Chairman, for allowing me this important opportunity to testify
ere today. :

Senator RiBrcorr. Ambassador Wolft. _

Mr. Worrr. Mr. Chairman, members of the subcommittee, I have
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 WOLFF, DEPUTY
SPECIAL TRADE REPRESENTATIVE, ACCOMPANIED BY RICHARD
HEIMLICH, ASSISTANT SPECIAL TRADE REPRESENTATIVE FOR
INDUSTRIAL POLICY ~ | :

Mr. Worrr. I appreciate this opportunity to discuss the President’s
decision in the industrial fastener import relief case with you today.
I will attempt to summarize my statement very briefly, if 1 might.
Senator Rrercorr. Your entire statement wl{ﬁ go in the record, Mr.
Ambassador, as if it were read. ‘
Mr. WoLrr. As the committee knows, thé U.S. International Trade
Commission looks-at a much narrower range of factors than the
President is required to take into account. Superficially, this is &
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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; and employment dropped 25 percent in the:
last 8 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 U.S. 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 SBeptember 1977, so reemployment prospects -
for most of the laid off workers in impacted areas are reasonably good.

TasLe 1.—Unemployment rates for U.8. fastener-producing areas !

Unemployment
State and area: .. rale:
Alabama: Birmingham SMSA . e 5.4
Connecticut: Hartford SMSA . __ e 5 6-
Pennsylvania:
Pittsburgh SMSA_ ..o 6.1
Lebanon County, Pa.. . e ececcceccc e cm———- 4.9
Pennsylvania-New Jersey:
Philadelphia SMSA __ e e 6.9
- Allentown-Bethlehem-Easton SMSA . __ ... 5.2
Michigan: Detroit SMSA ___ e 58.
Ohio:
.Cleveland SMSA. . .. cecm e ——————— 5.1
Akron SMSA e ———— 56 -
Illinois: -
Chicago SMSA . cccceccem e mm————— 43
Winnebago County. - oo oo e e e 6.1
Indiana: Whitley County ... oo e ceeeccmccc—————— 2.5-
Minnesota-Wisconsin: Minneapolis-St. Paul SMSA_________..___._. 4.06-
Califc{{nia: Loe Angeles SMSA _ . .. ecacae- 6.7
National U.S. unemployment rate._ o oo cce e - 6.6.

t September 1977 unemployment rates (seasonally unadjusted).
Source: U.8. Department of Labor, Bureau of Labor Statistics.
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 Mr. Worrr. 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-
fied as 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 tgepe 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 abilit
of the domestic industry to adjust to import, competition. The Presi-
dent determined that the 30-percent tariffs recommended by the
USITC would not have been effective in allowing domestic pm({ucers
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 questionable 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 si?iﬁcant import competition and here import
relief also would not have contributed to adjustment because, to a
Ialige degree, such competition from imports does not exist. =~

n 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 str;x)lger firms. He could not have segmented
})ut automobile fastener production or the production of specialized

asteners.

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
ectl).ngmic interest would not be served by the provision of import
relief. ' n

The aggregate cost of (i)roviding. 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 $30,000 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 interests. The major impact
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would have been on Japam, which sapplies three-quarters of our
fastener imports and on Canada which supplies 8 pereent. -

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

ith respect to Canada, we have a very healthy surplus, as a
matter of fact, on fastener trade. Exports have gone up substantiall
in recent years, including this last year, as shown by the new USIT
data that me available last night.

Canadsa indicated to us that she wounld have responded, or con-
sidered responding in kind, in closing off our market in Canads if
we adv { 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 deve countries
have obviously been faced with increasing preesures from imports
which have jeopardized U.S. jobs and each time the United States
retreats from its efforts to msintain an open trading system, we
invite other countries to do likewise. It is worth just mentionimg
briefly what the record has been. Several cases hayve been baefore the
President. Shoes, a $1 billion case, in terms of trade eoverage, im-
port relief was granted. Television receivers, sn $800 million ocase,
mgort relief was ted. .

B radios, a $£0mmillion to $800 million case, import relief was
granted. We have a textile import program in plsce. We have a
trigger price mechanism on steel. Each of those areas involve several
billion dollars worth of trade. . .

In each of these we believe relief from imports was war-
ranted. If you add to that r import relief, in effect we have
provided by the Congress relief on an additional $1 billion worth
of trade; i;pecialt.y steel, another $200 million, And we have im-
posed relief on, not oountﬁ steel and textiles, $3.5 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 90 percent of the cases coming
before the President, import relief has unmtalgabeen nted. The
largest part of the $350 million worth of trade in which import.
relief was not granted was the fastener case. . E

The question always in granting import relief is: Whe is going to
pay the bill besides the U.S. consumer? Our export industries would
either suffer retaliation or we would have to pay compensation in
terms of reduced barriers to foreign imports for another industry..
adThat was another factor that was considered in this case .as

Verse. . . ’ ~ o -

I might just add one thing in summary. There is a national
security inwv tion proceeding in the Treasury, because & valid
point was raised as to rwhether national security might be affected
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 time he acted—is that the Japanese Gevernment
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 wouﬁ 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 reasonsble
men could differ, but the President reached a reasonable oconclusion
in this case.

Thank you, Mr. Chairman.

Senator RiBicorr. Let’s examine your last comment. A major
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, according to the President.

What would the administration’s position be if the full year 1977
rate of return on sales was sbout 7 percent

Mr. WoLrr. Well, I was just 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
half of the year may well reflect seasonal factors as well as some
weakening in auto demand which now appears to be i cking ug.

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

Senator RiBicorr. 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 caset

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 I had 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. Worrr. It is an increase to 21 &)ercent 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 Rieicorr. Will you tell us the difference of economic
interests in each case

Mr. Worrr. 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 & 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.

20-428—78—8
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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. S '

I would say that those were the major distinguishing factors.

Senator RiBicorr. 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 fastenerst ' o

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

[The following was subsequently supplied for the record :]

TABLE 2.—JAPANESE EXPORTS OF INbUSTRIAL FASTENERS
. {in thousands of dotlars]

1977 1976 1975 1974

Metric United Metric United Metric United Metric United
tons  States tons States tons  States tons States

World. e oeeeecrncmececnan 354,167 $322,838 333,572 $263,691 244,723 $202,903 336,152 $371,553
United States. .. ..._._.... 295,327 243,395 282,393 202,223 195,081 144,107 299,733 316,891
Europesn community........ 9,727 12,501 6,789 8,31 6,899 6,384 3,058 . 4,568

[ D, 305,054 255,896 289,182 210,557 201,980 150,491 302,797 321,459

Senator Risrcorr. I think what you might find, and I am ve
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 1it, generally.

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

Senator Rsicorr. 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. Worrr. 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 Riercorr. Let me ask you, what was Ambassador Strauss’
first recommendation{ What was it specifically on the industrial
fasteners? .

Mr. Worrr. It was a tariff rate quota, at 1976 levels with an over
quota rate at 30 percent for a period of 8 years.

Senator RiBicorr. The President generally takes Ambassador
Strauss’ recommendations, does he not, on most of these matters?

Mr. Worrr, 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 RiBicorr. Was Ambassador Strauss careless with his first
recommendation, or did he study that very carefully with the able
assistance of you two gentlemen ¢ ' .o

Mr. Worrr. 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. : Lo

Senator Rieicorr. Senator Roth. P o

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 United 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. Worrr. There have been substantial increases in export prices
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 u(i). Whether
that was in anticipation of import relief being granted, I do not
know. It will take longer to estimate what the .lon{,rrun impact of
the Japanese undertaking, or Japanese guidance, will be. -

Senator Rora. 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 ilven to trying to make, shall we say, a
gentleman’s agreement with Japan in this area?

Mr. Worrr. 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 ente
into such an arrangement. j

Senator RorH. There was not a number of large, dominating
exporterst ‘

Ir. WoLrr. That’s correct, there are not. -

Senator RorH. I have no more questions, Mr. Chairman.

Senator RiBicorr. 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 an}y;o rediction as to a favorable chan
that you anticipate will flow jrom 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. Worrr. I believe it was an $8.1-billion deficit with Japan,

g‘l'}e 1}lw,d a global current aocount surplus with everyone of some
17 billion. ,

Senator HanseN. So nearly half was with the United Statest

Mr. Worrr. That is right.

Senator HanseN. Would you make any prediction as to what
would result from this commitment that Japan has made?

Mr. Worrr. It will take some time for any substantial shift to
take place. The yen appreciation works initia ? to swell the Japa-
nese export figures and on the import side, the Japanese now mainly
import raw materials and there 18 unlikely to be a major inerease
in sales of raw materials due to the appreciation of the yen.

What the Japanese need to do is to make structural changes.
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 steps. 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 compenies, banks, and government, to rely more on manu-
factured goods imports. That will take a while.

But there has been a good deal of will expressed in imple-
gmnting the commitments made by Minister Ushiba to Ambassador

trauss.

Senator HanseEN. 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
mage available in retail distribution in Japan, there seems to be a
significant barrier that must be overcome before the bemefits of
lowered prices in this country can be translated directly into Japa-
nese consumers.

Is that your opinion also? —

Mr. Worrr. Yes. The distribution system is s 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 in general. S

If we could get throu%}‘xinthe distribution system, bring down the
tariffs, which we are working on at the MTN, and reduce the other
nontariff barriers that exist. " :

Senator HaNseN. I have no further questions, |

Senator RiBicorr. Just to follow up, I have always been curious.
‘Who buys beef at $30 a pound ?

Mr. Wovrr. Very few. Very fow Japanese, ,

Senator Risrcorr. Well, why does it get to be $30 a pound? It
certainly does not leave Wyoming at $30 & 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 that out.

Mr. Worrr. The Japanese Government 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
caunsed 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 RiBicorr. So would anybody. I de 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#t

Mr. Worrr. Yes, sir. A

Senator Rmsicorr. What are you doing about that in your negotia-
tions in Geneva, just that case wherc beef sells for $30 a pound ¢
What are you doing tbout that$ -

Mr. Worrr. We have done something both in the short term and
we are making a request, as well, in the Muitilateral Trade Negotia-
tions in Geneva. In the short term, the Japanese committed to facili-
tate the importation of an additionsal 10,000 tons of high quality
beef which 1s the type of beef that the United States supplies.

We are not as competitive in the lower priced range&

We are trying to get that commitment implemented. A group of
U.S. beef industl;ly 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 Risicorr. Well, now, let me ask you, if beef were sold
ind a%an at ?the cost in the United States, would the consumption go
up in :

er. oLFF. 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 Risicorr. 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.

re 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. Worrr. Well, I do not know offhand the price of citrus, but
there is a very, very tight quota on our citrus exports to J agan. 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 O unilaterally. But
that is just a start, and there are still high duties on computers, other
go:)lds where we are competitive and could hope to ship a good deal
to Japan.

Senator Risicorr. 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. Worrr. 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 t 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 Rmicorr. 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-

are a trade balance with the United States and Japan of over
g8 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 Japan{
We do not sell them oil; we are not buying oil from the Japanese?

Mr. Worrr. 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 & destabilizing
factor in the foreign exchange markets.

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

Mr. Worrr. Not directly, no.

" Senator RiBrcorr. 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. WoLrr. 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 & major surplus condition, they put a strain on
gverybody else. We are that much more in deficit because of the
apanese.

ow, we did rot direct 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 RiBicorr. You see, I think we have a deep concern—you
raised the point—I do not think you intended to ralse 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 1s supposed to hel})
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
grial running, and the continued decline in the value of the American

ollar. :

Senator Hansen. '

Senator HANsEN. First, let me say how much I &})preciate what
““you have just said, Mr. Chairman. Just parenthetically, there is one
thing we could do. It is not of tremendous overriding importance
but it seems, nevertheless, to me to make sense. The United States
cannot take advantage, under present law, as I understand it, of the
opportunity to trade some oil with Japan because f 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 across 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 y & lot of dough.

Now, 1 know that a lot of people do not agree with me on that
point, fmt 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 Riicorr. Senator Danforth.

Senator DanrorTH. Senator, thank you very much for letting
me Sparticipate in the hearing.

enator Risicorr. 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 DanrortH. 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 USI.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. Worrr. It is not directly reflected in the Consumer Price
Index. It is probably reflected iIn 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,
peé' job, to put 700 to 2,000 workers back to work in the fasteners
mdustry. -

Thaltymeans 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 DanrortH. 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. Worrr. 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 & balance here of jobs
created and jobs lost. That is $57 million that people do not have
to spend on other goods.

Senator DanrforTH. Well, assuming it is $57 million, that. an
economist could translate that, could he not, into effect on the CP1?

Mr. WoLrr. 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 DaxForTH. Would you, for the record §

Mr. Worrr. Yes, sir.

Senator DaNForTH. And also the effect on unemployment
Mr. WoLrFr. 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 U.S. 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 paas-through (with no additional mark-up) of the tariff
increases by foreign exporters, US. importers, U.S. distributors and U 8. industrial
users of fasteners to ultimate US. consumers of fasteners. This 21 percent import
price increase represents a weighted average of the 30 percentage point increase
in US. tariffs on nuts and bolts and of the 175 and 195, respectively, 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 emall and large automotive standard
fasteners (which were assumed to together comprise about 20 percent of US.
consumption). .

4. The remaining 50 percent of the US. fastener market consists of small and
large non-automotive standard fasteners (with 30 and 20 percent shares of the
U'S. market. respectively). It was assumed that the current widespread price
differentials between imported and domestieally-produced small non-sutomotive
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 theee products. ) .

5. Domeetically»g:;oduced and imported large non-automotive standard fasteners
were assumed to perfeet substitutes. It was assumed that imports of these
ftems wonld 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 importe—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 anv increase in domestic production of
these nroducts and do not generate any additional domestic industrv emplovment.

7. The import _elasticity of demand was assumed to be —0.5. Thus. a 21 per-
cent increase in imvort 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 US. 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 outﬁ:t.
This 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 ou%?ut, was assumed to generate
approximately an additional 08 unit increase in US. fastener production worker
employment. Thus, a seven percent increase in U.S. fastener output would cause
fastener production worker employment to increase by 56 percent. Based on
recent employment levels, this §8 percent increase amounts to a U.S. fastener
production worker employment level of about 700 greater than would have ex-
1sted in the absence of import relief. Given an aggregate consumer cost of relief
of $179 million, the cost per job created is thus roughly $260,000.

Method 2: This analyses results in an aggregate cost to U.S. 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 2 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
worl-er emgloyment, 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. Froduction of bolts and large screws. These labor-
output ratios were calculated from USITC bolt, nut, and large screw production
and employment data for the geriod 1874 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 production 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. o

1t should be noted that both Method 1 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 1
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 eouivalent to putting
between 2800 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 DanrortH., My suspicion is that this is & very much
exaggerated statement and that the effect on the economy would
be very close to zero. T 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 inc{tl:;try.

Mr. Worrr. 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 (overnment, Con 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 DanForTH. But it just seems to me to be straining at

ats because, you know, here we are focusing on a miniscule
1tem—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. Worrr. Oh, I would not ;ag that this was the dominant
factor in this case. There is more inflation 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 DanrorTH. Could you tell me how that was computed ¢

Mr. Wovrrr. 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 DanrForTH. Could you also furnish us with the basis for
all of those estimates? ' ‘

Mr. Worrr. Yes sir.! ‘ :

Senator DaANForRTH. What is the relationship between the trigge
price mechanism and the health of the fastener industry?

‘Mr. Worrr. 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-
petitive with imported fasteners, - S

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

Mr. Worrr. 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 DanrorTH. If wire rods are covered by the trigger price
mgchanism, 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.

1 See p. 87.
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Senator DanrorTH. But one of the adverse effects of it would be
specifically felt by this industry, is that not correct?

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

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

“Mr. WoLrr. That depends on a number of factors, whether the
cost could be passed along. Twenty-five percent of this industry’s
ou&put 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 an
erosion in the bulk of the standard line.

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

Mr. WoLrr. That is right.

Senator DaxrorTH., 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. Wovrrr. 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 res}[:ect 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. R

Senator DanrortH. 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 Xracticed 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. WorLrr. 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 heen offset by countervailing duties.

Senator DanrorTH. I would like to 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. Worrr. 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. DaANForRTH. When is it—can we, at this time, reach a
conclusion that this transfer effect will not take place$

Mr. Wovrrr. No. I would say that we would have to continue
monitoring and observe whether Japanese prices continue to in-
creasc. 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 DaxrorTH. 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. Worrr. 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.

ere 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 DanrorTH. If the trigger price mechanism is effective,
will that not mean that less Japanese steel that is covered by the
tribg‘ger price mechanism will be imported by the United States?
r. Worrr. 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 DanrForTH. 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. Wovrr. All other things being equal, I would assume so.

Senator DanrorTir. But it is too early, at this point, to tell whether
or not the degree to which that would happen, is that right?

Mr. Worrr. Yes, I would say that is right.

Senator Danrorra. Has this possibility, do you know, been pro-
gramed into the President’s decision ¢ : o

Mr. Worrr. Of the effect of the trigger price mechanism¢

Senator DanrorrH. Yes. .

Mr. Wovrrr. Yes. It was an issue that was considered.

Senator DanrForTH. It was considered. What conclusion, if any,
was reached ¢ :

Mr. Worrr. 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 Danrortr. The so-called inflation unemployment effect of
this relief, then, were viewed as dominant over the effect of the
trigger price mechanism ¢

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

Senator DanrorTi. Well, we are not talking about the consumer
indgeneral. We are talking about the people who are employed in this
industry. '

Mr. Worrr. 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 DanrorTH. 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?

3 Mr. Wovrrr. That is right, from a number of countries, including
apan.
nator DanrorTH. Can you tell me the extent of that, the per-
centage of that{

Mr. Wovrrr. They are really nominal. The amount of the subsidies
found to exist was very slight. - N

Senator DaNrForTH. So what would be the amount of the counter-
vailing duty ¢ ' -

Mr. Wovrr. It was .7 cents per pound from Italy, .7 of 1 cent per
pound on Italian imports; the same with respect to—— - ‘

Senator DANFORTH. Seven mills? R '

Mr. Worrr. Seven mills with respect to Italy; 0.2. percent ad
valorem with respect to Japan, - o

Senator DanrorrH. .7 of 1 percent.

Mr. Worr¥. Just short of 1 percent. -

- Senator DanrorTH. That would be very nominal, would it not ¢

Mr. Worrr. Yes. ' . '

Senator DanrorTH. 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? SR

Mr. Worrr. 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 DanrorTH. But it is 8 very nominal subsidy and the injury
took place in the 1960’s, is that fair? o

Mr. Worrr. Yes."

Senator DanrorTH. Mr. Chairman, thank you very much.

Senator Rmicorr. Thank you very much.

Thank you, Ambassador Wolff,

[The prepared statement of Ambassador Wolff follows:)
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TESTIMONY OF AMBASSADOR ALAN WM. WoLrr
Dzruty SPECIAL TRADE REPRESENTATIVE

_Mr. Chairman, members of the subcommitfee: I appreciate this opportunity to
dlf.ct;ss 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 US. 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 Com-
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
a8 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
ad}rustment assistance or other manpower programs, ' ‘

he Labor, Department report on fasteners indicated that over 4,000 workers
producing bolts, nuts and e screws were  already receiving trade adjustment
assistance benefits and that the Comprehensive Employment and ining Aect
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, des{nte strong automotive demand,
domestic fastener industry production worker employment might continue to de-
cline somewhat. While thjs 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
providincf 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 »3 many as 10 US. firms could be
certified as eligible to receive trade adjustment assistance benefits, should they
chooge to apply for them. No communities applied to receive adjustment assistance

efits.

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 ?roﬁtable and
have not been heavily m&:cted by imports. On the other hand, the fact that 4,000
workers at 19 domestic plants representing eleven different U,S’. fastener manufac-
turing companies have been certified as import-impacted indicates that there are
firms that could possibly be assisted through trade adjustment assistance programs.

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, ]

e 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 margins 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 subeidisa-
tion of fastener exports to the United States, it is questionable whether the donyes-
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 trmcess, 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 & 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 created or saved as a result
of relief would have cost US. fastener-consuming industries, and ultimately US.
consumers, roughly $30,000 to $200,000. This would have been an expensive and
inflationary way to reemploy workers or generate additional employment.

rding 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 ts;xgport 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
tradin%esystem, we invite other countries to follow suit. We have taken that risk in

r of instances—such as shoes, television receivers, C.B. 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 U.S. 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 US8.-Canadian Automotive Product Trade Aect.
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 of
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 %greign supplier will
indeed retaliate or request compensation as a result of U.S. Government action to
impose import relief. However, the Canadian Government indicated to us that if
we imposed fastener import refxef, 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
ag&}a‘mst our exports. This can be avoided k()iy reducing duties on other products.
Whenever import relief is granted, the President and ngress must face the ques-
tion of which other United States industry is to pay the bill, either in terms of lost
exgort' 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. .

e 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 US. market is the focal
point for fastener exports due to foreign export or import restraints.

Japan, Canada, and the EC each have higher tarifis than does the United States
on imports of bqita and nuts. Japanese tariffs 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
exports by reason of restraints on fastener exports to, or on fastener imports into.
third country marketa.

Finally, the President must consider the economic ard 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 $30,000 at a mmimum and $260,000 at 8 maximum. This
far exceeds the amount of trade adjustment assistance currently being given to
unemployed fastener workers. And in the aggregate, 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 }mid to some 4,100 workers in trade
iag_}};stment assistance benefits over the period from April 1976 through December

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 jobe in
the fastener industri that would potentially be generated by import relief, the
President came to the conclusion that the economic and social costs to US. tax-

ayers, workers, and communities of import relief did not justify the potential

nefits 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 U.S. national security interests in fasteners was necessary. 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 U .S, fastener production, and demand for fasteners. .

Finally, Mr. Chairman, I hope you will allow me a personal ohservation, 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 U.S. 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-

20-428—78——4
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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, an
then authorized the President to act in the national interest, reserving to itself the
opportunity to override that decision by joint resolution,

en should that override procedure be used? I would suggest that it nof 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- judged to have acted arbitrarily or
capriciously. This is the normal standard for judicial review of administrative ac-
tions, and 1t 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 nationa) 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
ﬂeased to answer any questions you or other members of the Subcommitte¢ may

ve.

Senator Risrcorr. 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. FeLoman. Bernard R. Feldman, Industrial Fasteners.

Mr. Hovr. Dale Holl, president of Darling Bolt Co., Warren, Mich.

Mr. Crayton. Richard Clayton, executive vice president, domestic
operations, Standard Pressed Steel Co.

4 Mr. Spoear. David Spoehr, Russell, Burdsall and Ward, vice presi-
ent.

Mr. BLinkeN. Robert J. Blinken, chairman of MITE Corporation,
New Haven, Conn.

Mr. FELLrR. Peter Feller from the law firm of McClure and Trotter.

Mr. WarLxer. John Walker from the law firm of Jones, Day,
Reavis & Pogue.

Senator Rmicorr. Gentlemen, all of us are };retty 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 you proceed, sir?

Mr. SroeHR. 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.

) Seenator Rusicorr. All right, then, would you proceed accordingly,
sir
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STATEMENT OF DAVID A. SPOEHR, VICE PRESIDENT, RUSSELL,
BURDSALL & WARD

Mr. Seoerr. 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
would 1mplement the import relief recommendation of the Interna-
tional Trade Commission, an independent bipartisan agency of trade
experts established by Congress.

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

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 expect to see wide-
spread 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 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. o

In 1977, the industry’s pretax profit on sales fell to—and this
number needs to be adj 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-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
Presiden.’: decision, is now being forced to lay off an additional 100
to 125 workers at our facilities in Ohio, Illinois and Pennsylvania.

In December 1977, the Federal Preparedness Agency concluded a
2-year study that identified nuts, bolts, screws and other fasteners as
being critical to our national security. That study concluded that,
because of the imf»ort 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 temgorary import relief was totally uniustlﬁed. It was
also wrong in light of the congressional intent underiying the escape
clause provisions.

There have been only 4 out of 17 cases cleared by the ITC 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 legitimate
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 sa
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.

econd, 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, & 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 recomm.ndations, yet,
in the CB radio case, it decided to raise the tariff on CB radios by
15 percentage points to—and this number needs correcting 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 1 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 extremo ex-
itmple——it would raise the cost of the finished product by only .2 of
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 thé 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, & 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 thé 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 is crucial 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 pattern
will not continue in the absence of import relief. Thus, by approving
Senate Concurrent Resolution 66, this committee would be helping
to save 5,000 fastener jobs over the next 5 years.

In addition to the jobs-saving effect of afirmative action here,
about 2,500 additional liobs would be created. That figure derives
from the industry’s rule of thumb that one worker produces an
ave 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
Eroduction jobs and does not include the secondary jobs created

y 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 the 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 ment.

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 groportions. . .

We believe the recent heavy influx of fasteners from Taiwan is
largely attributable to this dumping practice. Unfortunately, the
Antidumping Act is written in such a way that it cannot be used
to a;ldress 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 of a Government industry
program to modernize, rationalize and promote the export com-
petitiveness of Ja}f;m’s fastener industry, and we refer you ‘to
appendixes-C and D for the details of that. _ ~ '

r-industry, therefore, has been competing against the Govern-
ment of Japan and not just the Japanese indistry. 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 these
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 combpetitive 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 J. BLINKEN, CHAIRMAN OF THE BOARD,
AND CHIEF EXECUTIVE OFFICER, MITE CORP.

Mr. BunkeN, 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
gttg)anese fastener production that is targeted toward the United

tes.

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 St.ites. The Japanese export approxi-
mately 670 million pounds of fasteners to the United States annually.
This translates into something approximating 8400 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 do 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 RiBicorr. Without objection, the entire report will go
into the record.

Mr. BunkeN. Thank you, Mr. Chairman,

[The material referred to follows:]

AN INPUT-OUTPUT ANALYSIS OF THE DOMESTIC FASTENER 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 eimulate 3 levels of effects of a tariff increase on the domestic
economy—immediate, short-term and long-term. -
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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
iinmediate economy-wide effect of the increased domestic activity.

The short-term effects (referred to as induced comsumption 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
regpectively 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 gate 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 70-76% of the GNP impact.

RESULTS

The impact of the nuts, bolts and large screws industry on the national economy
is summarized in Tables 1 and 2. Table 1 represents the product, GNP, and em-
Blo_vee co:nﬁpcnsation multipliers under the assumption that tax revenues generated

y the tariff and the industrial expansion it induces are used to deerease 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 industries—
preliminary investigations indicate that under the assumptions of Table 2, this
muiltiplier could be larger than 4. B

GNP EFFECTS

To determine the actual impact of the tariff in dollar terms these multipliers
must be ap!plied to the increase in domestic sales arising from the tariff. Using an
estimate of this impact of 150 million pounds at an average domestic_price of
86 cents per pound (figures supplied by &oﬂ es Wilson of the Industrial Fasteners
Institute) yields an immediate increase in domestic produetion of nearly $130
million. This would bring about a minimum increase of more than $330 million in.
the gross national product. With government nditures increasing in the pro-
portions with the increased t{axes the GNP impact would reach nearly $400 million.
And this, accounting for induced capital expenditures in other industries, could
bring the resultant to over $500 million.

INFLATIONARY EFFECT

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 450 product classes 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.
BUMMARY

The results can be summarized as follows:
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A. Assuraing a totel impect of —$130 miltion [ the domestic production

Immedists  Short-term Long-term
offects effects offects

GNP (MIHION)...cceeeeoaeeemeecmcemcacceemamonacaccsneacacscenan +8$125 <+ +

WP éwm&. P, <3. ol ((0.01 «3?3?

B. Assuming that the tariff stops further pesstrations and yields s $200 million impact on domestic production the
fonger term

immediste  Short-term Long-term

GNP (MiTHoN) . . oo v oo oo i cacmcemmcrmc e cr e cemcenomen ~$125 ~$3590 ~3600
WPl (percent). ..o eecaaeee e <0.01 (0.01 {(0.1

TABLE 1.—MULTIPUERS FOR THE NUTS, BOLTS, AND LARGE SCREW INDUSTRY

Transpor-
fation Services
Agri- . Con- Manufac- and and
culture  Mining struction turing trades other Totsd
Impact muitiphiers
0 0.05 0.02 1.3 0.10 0.15 (oo ...
0 .03 .01 .19 .06 .09 0.9
0 .02 .01 .57 .04 04 .67
Induced consumption multipliers

0.13 0.09 0.05 2.61 0.54 L0 ..........
05 . gg 1.13 .38 .69 Z.g;
.01 . .78 23 .26 L

Induced consumption and capital expenditures multipliers

8%

Production. .. ... eeeeneenaannnnn 0.15 0.10 0.09 2.8 0.62 | 1 1 S,
[ T .06 .08 .05 1.2% Ny .78 2.62
Employee compensation...............-. .01 .02 .04 .8 .26 .9 1.49

TABLE 2.—MULTIPLIERS FOR THE NUTS, BOLTS, AND LARGE SCREW INDUSTRY

Transpor-

tation  Services

Agri- Con- Manufac- and and
culture  Mining struction turing trades other Total

Impact multipliers
Production. . ... . trecreeeermeceneecnne 0 0.05 0.02 .23 0.10 015 ...
[, T 0 .03 .01 .79 .08 .09 0.9
Employes compensation. _............_. 0 02 0.1 .57 .04 .04 .67
Induced consumption multiplier
Production. ....... - 0.17 0.1 0.07 2.58 0.68 1.30 coeee. ...
| S - .06 . .04 1.23 .48 .88 2.7%
Employee compensation..............-. .0l .02 .03 .88 .29 .33 1.53
Induced consumption and capital expenditures multipliers

Preduction. ...coeceeenn.- eemcecanane 0.19 0.11 0.10 3.19 0.77 1.46 ... ..
(1, ] I .07 .07 .05 1.36 .55 .99 3.08
Employes compensation. ...ceeeeaeeean. .0l .03 .04 .94 .33 .37 1.72
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Mr. BrinkeN. Regarding the inflation impact, the statement is:
“The direct impact of the proposed action”—that is the tariff in-
crease—“on the feneral 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 pro{ected 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 (Lt;gmss national product.

There is nobody, 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.

STATEMENT OF DALE HOLL, PRESIDENT, DARLING BOLT CO.

Mr. Howv."Mr. Chairman, I appreciate the opportunity to apg(e)ar
before you today to urge this committee to su?port 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.

am 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
;}gniﬁcant shortage of supply because of high demand at that time.

y company was in good shapo because I had traditional relation-
ships with domestic suppliers and could supply my customers’ 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
1973-74 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-
pl(gment at all 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 FELDMAN, PRESIDENT, INDUSTRIAL
FASTENERS CORP.

Mr. FeLoman., 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 region, Iprimarily 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 Rmrcorr. Thank you. o

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? , ‘

Mr. SpoenR. In the first glace, 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 ownd,
very competitive, domestic industry. L

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 RiBrcorr. Now, if this were—if this relief was ted
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?

Mr. SpoeHR. 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
woleld also improve the unit cost price of the product that we
produce. -

We would be interested, obviously, in brin%ing back the some
8,000 employees that were on lgoﬁ. It would allow 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 Risicorr. Are the Japanese facilities more efficient and
more updated than the American facilities generally?

Mr. BuingeN., 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, m 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 (Fo back to favorable tax treatment, favorable de-

reciation schedules. 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 ovemoming. . ]

The important point 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 reinvested adequately.
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Wo are talking about equi ent, now, in the fastener imdustry
which runs anything from $14 million te $11% million piece of
machinery y in that connection, Congreesman Andg‘l"rson made
reference to Russian self-sufficiency in the industry. I hesd oecasion
to visit & machine tool manufacturer s couple of years agoe who was
about 6 months late in delivering & very critical componert of a
$11% million machine that we were installing. He took me dewn the
assembly line to show me the machine he was working on feor us and
;{heat.l of it were about 15 machines, all tagged for sk:pment to

ussia. .

Senator Rimicorr. Senator Roth ¢

Senator Rora. What concerns me, Mr. Chajrman, whes you see
the period from 1969 to 1977, the pementaf of imports te consump-
tion goes up from 21 to 45 percent. I think that eertainly signels a
serious

Agaig,r?et me say on the other side of the opim, we ean always
say inflation is not & factor in the case of a gpecific product like
industrial fasteners, but I think that is a very serious em that
the country faces, and while & straw weighs very little, I do not
think we can entirely disregard what the President is saying on that
side of the matter. So we are_on the horns of a dilemms. It is
apparently the difference in price of steel that is a key factor in
_your b;aing unable to compete with imported products. Is that
correct

Mr. BLingew. I think it is a very significant factor, sir, yes.

Senator RorH. Does your industry essentially buy Ameriesn steel ¢

Mr. BuNgEN. Our industry buys predominantly American steel.
At least 75 I)ercent of the steel we consume is American.

I might also 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.

Sena:or Rorn. t will be the effect of the reference pricing
system
yMr. BriNkEN. Sir, we can only look at experience. In 1969, I
think we had voluntary restraints that were entered into on the
export of steel to the United States and that was what tri the
reall{ massive targeting of the U.S. fastener market by the Japanese,
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 stesl and if they
are inhibited from exporting steel to the United States, I think
it is reasonable to assume that they will place greater empbasis on
the next ste}g():np the line which will be, in our case, fasteners.

Senator . You probably .could expect increased problems.

In Mr, Wolff’s testimony, he makes the statement that—
for many inexpensive standard fastener items, imposition of the 80 percent tariff

recommended by.the USITC would probably not have been effective in terms
of allowing domestic producers of these items to recapture sales lost to imports.
This is because of the substantial price margin lt_}bat exists between mug‘unport
and domestically produced mmdug fasteners, price margins of nearly 60 percent
on some items, according to the USITC. ‘
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Would you care to comment on that ? S -

Mr. Bunken. The standard fasteners that Ambassador Wolff
referred to are fundamentally products that -are manufactured in
very large quantities on substantially automated equipment. With an-
industry such as ours, which is Operatingl:t 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 on
itself, both upwards and downwards. o

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 . So you believe that the USITC proposed tariff
will havé a significant impact # s -

Mr. BLINKEN. 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. -

he 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
fastg_ners sold in the automobile industry as a consequence of this:
tariff. B » ' ‘

They are buying our fasteners now even thm}ig'}: 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 Rora. 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-

ustment assistance benefits, should they choose to apply for them..

o community has ap}l)lied to receive adjustment assistance benefits.

I wonder why no relief in this direction has been requested. .

Mr. CravToN. Senator, if I may comment on that, I think yow
would find basically in our industry that we have a lot of companies:
who have been liquidating facilities, eqeg(iipment, 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 Rora. That is all T have, ' '

Senator RiBicorr. Gentlemen, thank you very much for your
excellent presentation in a short period of time. You have made
your points, o ‘ '

[The prepared statement of the preceding panel follows:] .
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STATEMENT -
OF
DAVID A. SPOEHR

ON BEEALF OF THE
- ©+ . UNITED STATES PASTENER MANUFACTURING GROUP

ua. CHATRMAN. DISTINGUISHED MEMBERS OF THE SUBCOM=
urrwss ON TRADE. MY NAME IS DAVID SPOEHR. I AM VICE PRESIDENT
OF RUSSELL, BURDSALL & WARD, A DOMESTIC PASTENER MANUPACTURER,
THE OTHER MEMBERS OF OUR PANEL ARE == '

'ROBERT J. BLINKEN, CHAIRMAN OF THE MITE

CORPORATION; |

RICHARD CLAYTON, EXECUTIVE VICE PRESIDENT

OF THE STANDARD PRESSED STEEL CORPORATION;

DALE HOLL, PRESIDENT OF DARLING BOLT COj AND
" BERNARD R. FELDMAN, PRESIDENT OF INDUSTRIAL

PASTENERS CORPORATION '

WE VERY MUCH APPRECIATE THE OPPORTUNITY. TO APPEAR BE=
' PORE YOU TODAY AND TO SPEAK IN SUPPORT OF SENATE CONCURRENT
RESOLUTION 66. THAT RESOLUTION WOULD IMPLEMENT THE IMPORT
RELIEP RECOMMENDATION OF THE INTERNATIONAL TRADE COMMISSION--
AN INDEPENDENT, .cARTISAN AGENCY OF TRADE EXPERTS ESTABLISHED
BY CONGRESS. THE COMMISSION FOUND THAT THE PASTENER INDUSTRY
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‘UFFERING SERIOUS INJURY BECAUSE OF RISING IMPORTS. IT
DETERMINED THAT A TARIFF INCREASE WAS NECESSARY TO RSMBOY THAT:
INJURY=--AND SO RECOMMENDED TO THE PRESIDENT.

QUR UNDERSTANDING IS THAT THE TRADE POLICY STAFP
COMMITTER AND AMBASSADQR STRAUSS RECOMMENDED THAT IMPORT REe
LIEF BE GRANTED IN.THIS CASE. BUT ON FEBRUARY 10 THE PRESIDENT
NOT ONLY REJECTED THE ITC'S RECOMMENDED LEVEL OF RELIEF, BUT
DENIED IMPORT RELIEF ALTOGETHER.

THIS WAS A CRUEL BLOW TO OUR INDUSTRY. MANY STRUGGLING
MANUFACTURERS~-BOTH LARGE AND SMALL--HAD BFEN BNCOURAGBQ O
"HANG ON* IN THE EXPECTATION THAT THE IT&'S éINDINGS WwouLD
BE HEEDED AND THAT ITS RECOMMENDATIONS WOULD BE IMPLEMENTED.
THEIR HOPES HAVE NOW BEEN DASHED ANﬁ, AS A RESULT, WE CAN EX~
PECT TO SEE WIDESPREAD PLANT SHUTDOWNS AND LAYOFPS 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 BAVE BEEN DISPLACED
SINCE 1969. THIS REPRESENTS AN EMPLOY-
MENT DROP OF MORE TRAN 36%.

- INDUSTRY PROFITS HAVE PALLEN SHARPLY POR
THREE STRAIGHT YEARS., IN 1977 THE INDUSTRY'S
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PRE-TAX PROFIT ON SALES FELL TO AN ESTIMATED
S$--A DISASTROUS PROFIT LEVEL FOR A HIGHLY
CAPITAL-INTENSIVE INDUSTRY SUCH AS OURS.

THE PROFPITS OF THE AMERICAN SHOE INDUSTRY~-
WHICH IS PAR LESS CAPITAL~INTENSIVE--WAS
AROUND 5% WHEN IT WAS GRANTED IMPORT RELIEP.
THE INDUSTRY HAS BEEN OPERATING AT ABOUT

S50% 0?41TS 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 OFP AN
ADDITIONAL 100 TO 125 WORKERS AT OUR PACILI-
TIES IN OHIO, ILLINOIS AND PBNNSYLVANIA:VVV
IN DECEMBER 1977, THE PEDERAL PREPAREDNESS
AGENCY CONCLUDED A TWO-YEAR STUDY THAT
IDENTIFIED NUTS, BOLTS, SCREWS AND OTHER
METAL PASTENERS AS BEING CRITICAL TO OUR
NATIONAL SECURITY. THAT STUDY CONCLUDED
THAT BECAUSE OF THE IMPORT DISPLACEMENT OF
DOMESTIC PASTENER PRODUCTION, A SERIOUS
SHORTFALL IN AVAILABLE SUPPLIES WOULD

LIKELY QQQUR DURI*G A PERIOD OF NATIONAL
MOBILIZATION. IN THE WORDS OF THE PRESIDENT,
THE PPA STUDY "INDICATED THAT DOMESTIC
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PASTENER PRODUCTION CAPABILITY WAS INADE-
QUATE TO SATISPY U.S. REQUIREMENTS IN A
NATIOMAL EMERGENCY." —
IN THE LIGHT OF THESE PACTS, THE DENIAL OF TEMPORARY
IMPORT RELIEF WAS TOTALLY UNJUSTIPIED, 1T WAS ALSO WRONG IN
LIGHT OF THE CONGRESSIONAL IN‘!!‘NT UNDERLYING THE ESCAPE CLAUSE
PROVISIONS. 1IN ITS REPORT ON THE 1974 TRADE ACT, THIS COM-

~ MITTEE MADE THAT INTENT ABSOLUTELY CLEAR WHEN IT SAID:

*THE COMMITTEE DECIDED THAT WHENEVER SERIOUS

INJURY, OR THE THREAT THEREOP, WAS POUND TO

EXIST BY THE COMMISSION, SOME FORM OF RELIEF

WAS JUSTIPIED." S. REPT. 93-1298, P. 27.

YET DESPITE THAT CLEAR AND UNAMBIGUOUS LANGUAGE
THERE HAVE BEEN ONLY POUR OUT OF SEVENTEEN CASES CLEARED BY
THE ITC IN WHICH SOME SORT OF IMPORT, RELIEF WAS EXTENDED. THE
DENIAL OF IMPORT RELIEP HAS BEEN THE RULE, RATHER THAN THE
EXCEPTION.

THE REASONS CITED POR DENYING IMPORT RELIEP IN OUR
CASE ARE SET PORTH IN THE PRESIDENT'S REPORT TO THE CONGRESS.
THOSE "REASONS® ARE SIMPLY INVALID. 1 REGRET TO SAY THAT SOME
ARE ACTUALLY MISLEADING. FOR EXAMPLE, ONE OF THE CITED REASONS
IS THAT DOMESTIC PRODUCERS' SHIPMENTS AND EXPORTS INCREASED
IN 1976 AND IN THE PIRST HALP OF 1977, HOWEVER, THE POINT
OF REPERENCE IS 1975, WHICH REPRESENTS AN SIGET-YEAR LOW IN
PRODUCERS' SHIPMENTS. IT MUST BE REMEMBERED THAT IN 1975
THE UNITED STATES EXPERIENCED ITS WORST ECONOMIC SLOUMP IN
ALMOST 40 YEARS. IT GIVES A FUNDAMENTALLY PALSE IMPRESSION,
THEREPORE, TO SAY THAT PRODUCERS' SHIPMENTS (WHICH INCLUDE



EXPORTS) ARE UP WHEN MEASURED AGAINST AN ABNORMALLY LOW SHIP-
MENT YEAR. THE PACT IS THAT THE LEVEL OF PRODUCERS' SHIPMENTS
IN 1976 AND 1977 WERE EBVEW 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.
SOME OF THE CITED REASONS ACTUALLY SUBSTANTIATE THE

- ACUTE NEED POR TEMPORARY IMPORT RELIEBPFP IN THIS CASE, RATHER

THAN THE REVERSE. POR EXAMPLE, IT WAS POINTED OUT THAT DOMESTIC
PRODUCERS ACCOUNTED POR 20 TO 25% OP IMPORTS IN 1976. THIS
PACT DRAMATIZES THE EXTENT OP IMPORT DISPLACEMENT OF DOMESTIC
PRODUCTION--THE VERY CONDITION THE ESCAPE CLAUSE SEEKS TO
REMEDY. IT ILLUSTRATES THE TERRIBLE DILEMMA CONFRONTING DO-
MESTIC MANUFACTURERS. THEY ARE CAUGHT IN A VICIOUS CYCLE
WHERE THEY MUST EITHER TERMINATE DOMESTIC PRODUCTION ALTOGETHER
OR TRY TO OPPSET UNPROPITABLE PRODUCTION WITH PROPITS PROM
IMPORTING ACTIVITIES. BUT THIS ONLY PROLONGS THE AGONY POR
A SHORT TIME. AS THE VOLUME OF THEIR DOMESTIC PRODUCTION
DROPS, UNIT COSTS RISE BECUASE OF THE HIGH PIXED COSTS ASSO-
CIATED WITH THIS CAPITAL-INTENSIVE INDUSTRY. THE UPSHOT IS
THAT DOMESTIC PRODUCTION BECOMES EVEN LESS ATTRACTIVE AND LEADS
TO ADDITIONAL SUBSTITUTION OF IMPORTED PASTENERS POR THOSE
DOMESTICALLY PRODUCED. -

THE REMAINING REASONS FOR DENYING IMPORT RELIEP ARE
EQUALLY UNSOUND. WE WERE, PRANKLY, SHOCKED THAT SUCH A
CRITICAL DECISION WAS MADE ON SUCH A PLIMSY BASIS. RATHER



THAN TAKE THE COMMITTEE'S TIME TO PRESENT A DETAILED REBUTTAL,
WE HAVE ATTACHED OUR EVALUATION TO THIS STATEMENT (ATTACH-
MENT I). WRB DO, HOWEBVER, WISH TO CALL THE COMMITTE'S ATTENTION
TO SEVERAL PARTICULAR POINTS.

PIRST, THE FACT THAT TRADE NEGOTIATIONS ARE IN
PROGRESS WAS GIVEN AS A REASON POR DENYING IMPORT RELIEF.
SURBLY,-CONGRBSS 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 PIRST PLACE. MOREOVER, WE DO NOT
UNDERSTAND HOW THE EXECUTIVE BRANCH CAN SAY WITH ANY CREDIBILITY
THAT IT IS PROPER TO DENY RELIEP BECAUSE OF TRADE NEGOTIATIONS
AND THEN GRANT TARIPF RELIEP IN THE RECENT CB RADIO CASE.

SECOND, AN EXAMINATEON OF THE MERITS OF THE NUTS AHD'
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.
POR EXAMPLE, A COMPARISON OF THE BASIC ECONOMIC DATA* IN BOTH
CASES OVER THE PERIOD COVERED BY THE ITC INVESTIGATION SHOWS
(1) TBAT EMPLOYMENT IN THE PASTENER INDUSTRY HAS DROPPED
DRASTICALLY, WHILE EMPLOYMENT IN THE CB RADIO INDUSTRY HAS
IN PACT INCREASED: (2) THAT PROPITS IN THE CB RADIO INDUSTRY
HAVE GENERALLY BEEN HIGHER THAN IN THE CAPITAL~INTENSIVE
PASTENER INDUSTRY: (3) THAT CAPACITY UTILIZATION IN THE PAST
THREE YEARS HAS BEEN HIGHER IN THE CB RADIO INDUSTRY THAN IN

FATTACHMENT 11 TO THIS STATEMENT SETS FPORTH THE COMPARATIVE
DATA
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THE PASTENER INDUSTRY: AND (4) THAT THE PERCENTAGE GROWTH IN
THE IMPORT SHARE OF THE DOMESTIC MARKET HAS BEEN FAR GREATER
POR NUTS, BOLTS AND LARGE SCREWS THAN IT HAS BEEN FOR CB
RADIOS.

UNDER THOSE CIRCUMSTANCES A DECISION TO SACRIFICE THE
_ DOMESTIC PASTENER INDUSTRY, SIDE BY SIDE WITH A DECISION TO
HELP THE CB RADIO INDUSTRY TO SURVIVE, SEEMS ENTIRELY IRRA-
TIONAL. THIS IS COMPOUNDED BY THE PACT 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 TARIPF ON CB RADIOS BY 15 PERCENTAGE POINTS
TO 318. IT SHOULD BE NOTED, MR. CHAIRMAN, THAT CB RADIO IM-
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 CB RADIOS ARE GENERALLY
CONSUMER PRODUCTS, WEILE NUTS, BOLTS AND LARGE SCREWS ARE
GENERALLY INTERMEDIATE INDUSTRIAL PRODUCTS. _THIS MEANS THAT
THE DIRECT EPPECT OF AN INCREASED TARIFP ON FASTENERS ON
CONSUMERS WOULD BE NEGLIGIBLE. ON THE AVERAGE THE ACTUAL
COST OF THE FASTENERS THAT HOLD AN ASSEMBLED PRODUCT TOGETHER
IS APPROXIMATELY 1% OF THE TOTAL COST OF THAT PRODUCT. THUS,
EVEN IP THE COST OF ALL PASTENERS WENT UP BY 208--TO USE AN



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 PIGURE IS BASED ON THE PACT 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 PASTENERS.

OTHER OFPSETS INCLUDE THE PACT THAT A TARIFF MEASURE
WOULD PROVIDE REVENUE POR THE GOVERNMENT, AND REDUCE ITS
NEED TO BORROW. IT WOULD ALSO REDUCE SPENDING BY THE STATE,
LOCAL AND PEDERAL GOVERNMENTS FOR UNEMPLOYMENT COMPENSATION AND
SIMILAR PROGRAMS. PERHAPS THE MOST IMPORTANT EFPECT OF IMPORT
RELIEP WOULD BE TO PERMIT AN INCREASE IN THE VOLUME OF DOMESTIC
PRODUCTION, THEREBY PACILITATING MORE EFFICIENT USE OF PLANT
AND EQUIPMENT. THIS WILL LOWER THE UNIT COST OF DOMESTIC
PRODUCTION--A SAVINGS THAT WILL ULTIMATELY BE REPLECTED IN
PRODUCERS' PRICES.

PINALLY, THE PRESIDENT RECITED THE STATUTORY CONDITION
THAT GRANTING RELIEP 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 PPA STUDY WHICH, IN ESSENCE, POUND THAT AN ECO-
NOMICALLY VIABLE PASTENER 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 UNJUSTHFIED. WE BELIEVE THAT QUR 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 COMMITTE TO RIGHT
THIS WRONG UNDER THE OVERRIDE PROCEDURE WHICH YOU ESTABLISHED
IN THE 1974 TRADE ACT. .

SINCE 1969 THE DOMESTIC INDUSTRY AAS 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 PASTENER 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 PROM 6 TO 18 MONTHS OP TRAINING POR
AN INDIVIDUAL TO BECOME PROFICIENT IN OPERATING A BOLT MAKER,
NUT FORMER OR OTHER MACHINE USED IN FASTENER PRODUCTION.

IN ADDITION TO THRE JOB-~SAVING EFPECT OF AFFIRMATIVE
ACTION HERE, ABOUT.Z,SOO ADDITIONAL JOBS WOULD BE CREATED.
THAT PIGURE DERIVES FROM THE INDUSTRY'S RULE OF THUMB THAT ONE
WORKER PRODUCES AN AVERAGE OF 60,000 POUNDS OF PASTENERS 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 MOT 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 RELIEP. 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
PASTENERS 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.-CANADIAN AUTO AGREE-
MENT. SINCE THE ITC RECOMMENDATION DOES NOT APPLY TO THESE
DUTY-PREE PASTENER IMPORTS PROM CANADA, IMPLEMENTATION OF THAT
RECOMMENDATION WOULD ONLY BENEFIT THE OTHER SECTORS OF THE
PASTENER INDUSTRY THAT ARE IN SUCH DESPARATE STRAITS.

AMONG OTHER THINGS, IMPORT RELIEP 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 WITH, THE UNITED STATES TARIPF STRUCTURE
ITSELF PROVIDES-AN INCENTIVE POR THE IMPORTATION OF NUTS AND
BOLTS. THIS IS CAUSED BY A TRAIFF ANOMALY WHICH EXACTS A HIGHER
EPPECTIVE 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
ITSELP.

THE IMPORT OF NUTS AND BOLTS WAS FURTHER STIMULATED
BY THE VOLUNTARY RESTRAINT ARRANGEMENTS ON STEEL WHICH WENT INTO
EFPECT BY THE LATE 1960'S UNDER STATE DEPARTMENT AUSPICES.
THOSE RESTRAINTS PORCED FOREIGN MILLS TO SHIP STEEL TO THE
UNITED STATES MARKET IN THE FORM OF STEEL PASTENERS AND OTHER
CONVERTED FORMS NOT COVERED BY THE AGREEMENT. STEEL FASTENER
IMPORTS ROSE MARKEDLY AS-THEY BECAME AN ALTERNATE CHANNEL POR
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 OP
PREPERENCES IN 1975.

NOW, THE TRIGGER PRICE MECHANISM IS DIVERTING POREIGN
STEEL INTO THE U.S. MARKET IN THE PORM OF INDUSTRIAL PASTENERS.
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 EPPECTS.
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: i

*THE SYSTEM EXTENDS ONLY TO STEEL MILL

PRODUCTS: HENCE, THERE IS SOME RISK THAT

STEEL PABRICATIONS 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.* SOLOMON REPORT

TO THE PRESIDENT, "A COMPREHENSIVE PROGRAM
POR THE STEEL INDUSTRY" (DEC. 6, 1977) AT P. 19.
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THE DIVERSION OF STEEL INTO PASTENERS HAS ALREADY BE~
GUN. ONE EXAMPLE INVOLVES THE SALE OF STEEL WIRE ROD BY
JAPANESE MILLS TO TAIWANESE PASTENER MAKERS AT DUMPING PRICES,
THIS GIVES THE TAIWANESE FASTENER PRODUCERS A RAW MATERIAL
COST ADVANTAGE -OF SUBSTANTIAL PROPORTIONS. WE BELIEVE THAT
THE RECENT, HEAVY INPLUX OP PASTENERS PROM TAIWAN IS LARGELY
ATTRIBUTABLE TO THIS DUMPING PRACTICE. UNFORTUNATELY, THE
ANTIDUMPING ACT IS WRITTEN IN SUCH A WAY THAT IT CA;INO'I‘ BE
USED TO ADDRESS THIS PROBLEM. SEE APPENDIX B.

IN ADDITION, THE GOVERNMENT HAS BEEN WOEBFULLY REMISS
IN DEALING WITR FOREIGN UNFAIR TRADE PRACTICES, EVEN IN THE
PACE OP CONCLUSIVE EVIDENCE IN ITS POSSESSION. THIS PAILURE
HAS HAD A SEVERE IMPACT ON PASTENER PRODUCERS. REMEMBER THAT
ABOUT 758 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 GOVBRNHWT-INDUSEY PROGRAM TO
MODBRNIZE, RATIONALIZE AND PROMOTE THE EXPORT COMPETITIVENESS
OF JAPAN'S ns'rnfn INDUSTRY. THAT PROGRAM INCLUDED OPPICIALLY-
ORDAINED EXPCRT TARGETS PFOR NUTS AND BOLTS AND THE SYSTEMATIC,
GOVERNMENT~PINANCED ACQUISITION AND INSTALLATION OF THE MOST
MODERN PRODUCTION MACRINERY AVAILABLE. A BROAD ARRAY OF EXPORT
SUBSIDIZS 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 PIRMS PRODUCE PASTENERS
EXCLUSIVELY FOR THE UNITED STATES MARKET, WHICH ACCOUNTS FOR

ABOUT 80% OF ALL JAPANESE PASTENER EXPORTS.
MANY OF THESE SUBSIDY PRACTICES WERE DESCRIBED IN
DETAIL IN A 1966 AIRGRAN PROM THE AMERICAN EMBASSY IN TOKYO.**
THIS WAS CIRCULATED THROUGHOUT THE U.S. GOVERNMENT, INCLUDING
THE TREASURY DEPARTMENT WH1CH IS RESPONSIBLE POR ENFORCING THE
COUNTERVAILING DUTY LAW. YBET TREASURY TOOK NO ACTION TO PROTECT
DOMESTIC INDUSTRIES FROM THIS FORM OP UNFPAIR 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 PRAGMENTED. MOST OF
OUR COMPANIES ARE SMALL. OUR TRADE ASSOCIATION DOES NOT MAINTAIN
WASHINGTON OPPICES. IT DOES NOT HAVE THE WHEREWITHAL TO MONITOR
UNPAIR TRADE PRACTICES ABROAD. FOR THAT REASON, WE DID NOT
LEARN OPF THESE SUBSIDY PRACTICES UNTIL 1975, WHEN IT WAS TOO
LATE TO DO MUCH ABOUT IT. THE JAPANESE INDUSTRY HAD ALREADY
REAPED THE BENEPITS. IT HAD ALREADY ACHIEVED GREAT ECOMOMIES
OF SCALE AND COMPETITIVE STRENGTH--AT OUR EXPENSE.
THE 1977 U.S. TRADE DEFICIT WITH JAPAN WAS ABOUT
$9.5 BILLION (JAPANESE PASTENERS ACCOUNT FOR CLOSE TO ONE
“¥ R HORE DETATLED DESCRIPTION OP JAPAN'S PASTENER PROGRAM IS IN
APPENDIX C. -
T#®* A COPY OP THE 1966 AIRGRAM IS IN APPENDIX D.
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QUARTER OF A BILLION DOLLARS OF THAT DEPICIT). THE MAGNITUDE

OF THE DEPICIT HAS CAUSED THE YEN TO APPRECIATE SUBSTANTIALLY
AGAINST TBE DOLLAR. B8Y THE END OF 1977 THE YEN HAD APPRECIATED

'BY ABOUT 228. THIS HAS PROVIDED NO RELIEP, HOWEVER, BECAUSE

THE PRICES OF JAPANESE NUTS AND BOLTS HAVE NOT REPLECTED THE
INCREASE IN THE VALUE OF THE YEN.

WE ARE SPEAKING TO YOU TODAY, MR. CHAIRMAN, ON BEHALP
OF 12,500 AMERICAN WORKERS STILL DIRECTLY EMPLOYED IN OUR
INDUSTRY. THE PATE OF OUR COMPANIES ARE IN SIMILAR JEOPARDY,
AS ARE_THE TAX REVENUES WE NOW PAY AT THE LOCAL, STATE AND
PEDERAL LEVELS. THOUSANDS OF JOBS IN SUPPLIER INDUSTRIES
ARE ALSO AT STAKE.

EQUALLY IMPORTANT, MR. CHAIRMAN, IS THE NATIONAL
SECURITY OF THE UNITED STATES ITSELF. THESE PASTENERS ARE IN- -
DISPENSABLE TO THE PRODUCTION OF MILITARY HARDWARE AND VIRTUALLY
EVERY TYPE OF ESSENTIAL CIVILIAN MANUPACTURING OR CONSTRUCTION
ACTIVITY IN OUR ECONOMY.

WE APPEAL TO THIS COMMITTEE. WE URGE THIS COMMITTER
FOR ALL THE REASONS WE HAVE PRESENTED TODAY TO SUPPORT SENATE
CONCURRENT RESOLUTION 66. THANK YOU, MR. CHAIRMAN,
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ATTACHMENT 1

UNITED STATES FASTENER MANUPACTURING GROUP

EVALUATION
OF THE
PRESIDENT'S STATEMENT OF REASONS FOR
DENYING IMPORT RELIEF

On Pebruary 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 "reasons” 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 inport relief) would not only
provide temporary relief for an industry whose survival is
clearly in the national interest, ﬁut would also demonstrate
that Congress intends to exercise its Constitutional authority

over trade poilicy.

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 paragraéh. There are ten identifiable
points in the President's statement which are quoted and answered

below:



l. “USITC reported domestic producers' shipments and
exports had increased in 1976 and the first half of 1977."

In 1975 the United States experienced its worst
economic slump in almost 40 years. Producers' shipments of
bolts, nuts and large screws dropped by 338 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 7.5%--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 tyo point of
reference (1975) is an 8-year low. The fact is that the level
of producers' shipments in i976 and in 1977 were even lower
than they were in 1969. At the same time imports continued
to enlarge their market share. In addi:iou, producers' shipments
in the second half of 1977 declined by an estimated 108 to
15% from the first half.

This "reason” in effect reopens the question whether
the domestic industry is seriously injured. The ITC has already
deternined, after a six-month investigation, that the serious
injury test has been met. 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 oﬁ this quostioq,_and to deny relief on

that basis.



2. "(D]omestic 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 cgg&pal-intensive. It profits
have been falling for three succesgive 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 similat industries, includ-
ing the fabricated metal products sector.

Industry profit on sales for all of 1977 is estimated
at about 6% pretax-—-about the same level experienced by the
domestic footwear industry when it rccoiveduiﬁport 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 20-258% of total 1976 shipments of imported
fasteners in the U.S."

This fact dramatizes the extent of {mport 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
:?gnsgguégagzgzgzgg to benefit from increased U.S8. consump-

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 fastensr 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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st or slack. Since 1969 the import market share has

in each and every year without exception.

During the second half of 1977, the following plant

or cutbacks were announced:

July 1977. Pederal 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 pivision 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.

Decenrber 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

reason to expect that the domestic industry will continue

its downward course at an accelerated pace.
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.

29428 O - 78 - 6

There is every

Pailure to grant



5. "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 imports 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 measure has the effect of lnctoasihg 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

‘_éost 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.

Bccauie nuts, bolts and large screws are generally
intermediate industrial products, import rcli;t could only have

, a modest effect on the total price of end-products which use

such imported fasteners.



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 1mport‘relie£ 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 an§ large screws per year over the next
five years. Taking nark;t 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 wmore 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 incresase in production
would cre;te 2,500 jobs. This figure, of course, does not in-
clude another 800 or so jobs created by the "ripple effect"”

in the economy.



Since 1969 the domestic industry has lost an average
of 1,000 jobs per year. On the Busis of that pattern, one can
reasonably expect that in the absence of import relief 5,000
jobs would be lost over the next S 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 woula 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 volunme
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.



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 6: what kind of jobs

might be available for them.

8. "Provision 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 leas 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
govcrnneﬁt—industty 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. "Import relief would adversely affect U.S.
international economic interests, particularly in light of
U.8. efforts to reduce trade barriers in the multilateral
trade nogotl;tioqg.'

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 U.S. Imports from Japan have comprised about three-fourths
of total U.S. fastener imports in recent years.”

The appreciation of the yen since the beginning of
1977 has had little effect on the price of fasteners imported
from Japan. FPor 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 vas
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 Hccanisn
will further encourage the Japahelc steel industry to export
steel to the United States in the form of fasteners which

are nct subject to the Trigger Price Mechanism.



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)
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Shipments, Imports, Exports, Consumption

(Value and Ratios)

CB Radios (USITC Pub. 852, p. A-46)
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: 1 : r  t39% . ohipments : _tiom
1 1,000 : 1,000 : 1,000 : 1,000 : :
s dollars : dollars : dollars : dollars : Percent : Percent
H H t H H H
1972ecmmmacca=; 10,843 : 36,671 : 300 ¢ 47,214 338 ; 78
1973ccrecmomnaa; 18,076 : 44,130 : 300 : 61,906 : 244 n
1974 cvmccmncasns 32,636 : 87,299 : 420 : 119,515 : 267 : 73
1978emmencanu= : 74,714 ¢ 253,335 : 1,104 : 326,945 : 336 : 77
1976--cercmaan: 102,246 : H 1,987 1 939,561 : 821 : 89
Jan.~June-- H H H H . : H
1976~~=me==: 61,569 : 386,844 : 1,089 : 447,354 : 628 : 86
197)~=mcm=e=: 32,156 : 279,670 : 4,645 @ 307,182 :__ 8°0 : 91
: : 3 : 2 $

1/ Refers only to shipments of U.S.-made CB transceivers.

Muts, Bolts and Large Screws (USITC Pub. 847, p. A-53)

.

0 T t i Ratfo (percent) of
tProducer : ™ : EX= . yonirent t {mporcs toe-
Type and period : shipments (POTSS L/ (pores 2/ . .onqinoeion: !Qr::;;."“
. . s s ;Shipoencs i
: Value :
* * »
£ Lbs
1969~ t 733,397 : 69,198 : 46,503 : 756,092 ; 9 L 21
1970- s 670,603 : 85,900 1 45,376 : 711:127 H 13: 12 2%
l”l L 660,934 : 82,339 5 44,691 : 698,382 ; 13: 12 23
1’7;- s 768,664 ¢ 113,466 1 31,436 : 830,674 ; 15: 14 27
1’1‘.- T 905,972 : 166,348 : 66,042 1 1,006,278 ; 18, 17 28
19;: 2 1,167,777 ¢ 388,222 ¢ 93,732 : 1,460,267 N: 22 3
l":— t 923,881 : 227,128 : 101,251 & 1,049,758 ; 25;: 22 19
::;" 3 : 946,397 : 129'720 s 107,085 : 1,099,132 a: 24 &
-Jung-~ : s : t 3
1976— 1 484,288 : 112,853 ¢ 34,062 1 543 0%, B N,
_1’7. 1 543,847 : 150,434 : 39,430°%F AWASY 28: 24
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Ratio of Net Operating Profit to Net Sales
(Percent)

CB Radios (USITC Pub. 852, p. A-48)

w22 . 1993 . 19 i 1918 i 1916 . 19m

18,3 : 18.7 : 18,6 ¢ 22,9 : 7.2 : (24.4)

Nuts, Bolts an9 Large Screws (USITC Pub. 847, p. A~56)

: s ; : ; January-
1972} 1913 1 197 1975} 1976 ; June
: ¢ $ P oaen
: 3 : : H
L ] * [ ]
5.4 : 9.4 17.1 s 14.7 11.4 ¢ 10.4
Employment
CB Radios (USITC Pub. 852, p. A-17) -
H ] t : L] $  Januvary-
Item ' a972 ) 1973 ! 1974 ! 1975 ! 1976 ¢ Jyne=-
3 ! s ! } Pgr6 P o19mr
: 1 3 3 3 ) 3
3 z : 1 : [} 3
Average nusber of: s : s s
all uployua-:l 810 :2 191 s 2,894 33,941 : 6,098 : 6,289 : 4,519
Average number s t H 3 t H —
of productfon ¢ ! H H H : H
and related H ] H T ] H H
) wvorkers in CB=—t 269 : 406 : 725 :1,651 3 3,389 : 3,312 s+ 2,061

——
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Employwment
(Contd.)

Nuts, Bolts and Large Screws (USITC Pub. 847, p. A-57)

¢ Production and related workers

: Total, all :_engaged in the productfon of~- :
Period : employees : All s Bolts, and Nuts ° Total

s + products : large screws : o' 3

H H H H H
1969 : 43,457 1 34,156 : §Y4 : M o 20,232
1970 : 40,639 : 32,541 : 1/ + M 2 18,746
1971 : 38,626 : 30,744 : iV} : 1 ;17,210
1972 : 40,073 32,262 : 1/ s 1/ : 16,858
1973 : 42,092 : 33,791 : Y : I/ ¢ 12,53
1974 : 42,342 ¢ 34,497 13,008 : 4,382 : 17,390
1975 : 35,101 : 26,977 : 10,016 : 3,357 : 13,373
1976 s 34,339 ¢ 27,080 : 9,690 & 3,387 ¢ 13,077
1977 (January-June)==wee==-; 34,509 : 27,011 : 9,510 : 3,393 : 12,903

$ 3 - H H

1/ Not available.
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NUTS, BOLTS, AND LARGE SCREWS:
IMPORTS AND PRODUCERS' SHIPMENTS, 1969-1977

MILLIONS OF POUNDS

89

CHART |

P~

U.S. IMPORTS

a""//

—

e e
e
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200
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CHART 2

NUTS, BOLTS, AND LARGE SCREWS:

U.S. IMPORTS BY QUARTER, 1975-1977
MILLIONS OF POUNDS ;

220
t
g )
200
? U.S. IMPORTS —
‘ . / X - ol
180 — ‘-4
- - -
-
160
\ FITTED TREND MILLIONS OF POUNDS
140 ;“
— 1975:
et Jon-Mor. 153
- Apr=Jun. 130
120 Lo = ' c.l)ul-Sept. 124
. ' ct-Dec, 127
Totol 534
, 1976:
100 Jon-Mar, 143
Ape=dun, 166
Jul-Sept. 193
_ . Y Oct-Dec. 202
0 - Total 704
* / 1977: |
Jon-Mer. 184
' / Apr-Jun, 188
&0
'j' T SOURCE: U.S. OEPARTMENT OF COMMENCE  \
oL | 1 l 1 | | L

{ ] m 14 ! ] m v ! "
1978 1976 1977



AND IMPORTS OF NUTS

INDEX (1969 = 100)

CHART 3

SELECTED INDEXES OF INDUSTRIAL PRODUCTION

» BOLTS AND LARGE SCREWS

20
200 k — IMPORTS OF NUTS, BOLTS
/ \ ] " AND LARGE SCREWS
) / \ / /
; %
1w ' Vd
| MOTOR VEHICLES AND PARTS
: N, D . COMMERCIAL TRANSP,
120 = > V. Caat AND FARM EQUIP.
. -

N\
**" | FABRICATED METAL PRODUCTS

1970

o

1972

1973

1974 1975 1976 1977

16



CHARY 4

NUTS, BOLTS AND LARGE SCREWS: INDEXES OF IMPORTS,

- EMPLOYMENT AND MAN HOURS WORKED, 1969-1977
INDEX (1969 = 100)

) | ’ )\ ,
" . | VANNE )

O m// \| /
o —

w ‘:‘:\/ ~ (,
R NUMBER OF PRODUCTION WORKERS :
N s Ve
] B0 g @ ot U
| MANHOURS WORKED
) [} JD
] —— e _—-'.___.AﬁJ—

40
20

SOURCE: US. INTERNATIONAL TRADE COMMISSION

1969 - 190 9N 1972 1973 1974 1975 1976 11774
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~ PERCENT OF APPARENT MARKET -

'8°8:8 8 3 8 8 §

8

CHART 5 .,
. i
DOMESTIC PRODUCERS' and IMPORTERS® SHARE
Of APPARENT U.S. MARKET
Of APPARENT U.S. MARKET

for Bolts, Large Screws and Nuts
by Weight
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CHART 6

Bolts, suts, snd large screws: Deterninants of fnport depand by quarzers,
Janyary 1912-June 1977

Ractfo of Average faport

price to Jverace dormestic

price
1.0+~ — -

1 —

+50

Relative price of fapores

L ' . [} [} ] ] ] ] 1 i [} 1 1 ! [ $ i | [} [}
R O L L TIT:"‘{"""O'll'l'ii

1o
1972 1973 1974 ' 1975 ' 1976 1977

SOURCE: USITC Publication 847, p. A~-32
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HEARINGS BEPORE THE INTERNATIONAL TRADE SUBCOMMITTEE
OF THE SENATE PINANCE COMMITTEE
ON NUTS, BOLTS AND LARGE SCREWS

(APRIL 4, 1978)

APPENDICES

TO THE STATEMENT OF
DAVID A. SPOBHR
ON BEHALF OF THE -
UNITED STATES FASTENER MANUFACTURING GROUP



96

APPENDIX A

THE UNDER SECRETARY OF THE TREASURY
FOR MONETARY AFFAIRS

WASHINGTON, D.C. 20220 .

DEC 161977

Dear Hr. Feller:

. This is in response to your letter of November 17
concernin% 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 stecel 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 yours,

Anthony ;. Solomon

Mr. Peter Buck Feller
McClure & Trotter

Suite 600

1100 Connecticut Avenue
Washington, D.C. 20036



NOTE

THIS MICROFICHE MEETS THE QUALITY REQU!REME&TS OF THE
AMERICAN NATIONAL STANDARD FOR MICROFICHE OF
DOCUMENTS (ANSI PH5.9-1975).

PAGES ————— 11128 ——— ARE OF VERY POOR
ORIGINAL QUALITY, HOWEVER, THEY ARE THE BEST COPY
AVAILABLE TO US AT THE TIME OF FILMING.
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APPENDIX B

OVERSIGHT OF THE ANTIDUPLG ACT OF 1921

) (13

HEARING

— BLYORE TN

SUBCOMMIITEE ON TRADE

COMMITTEE ON WAYS AND MEANS

HOUSE CF REPRESENTATIVES
NINETY-FIITII CONGRESS
FIRST $CSSION
\ ON
THI ADEQUACY AND THD ADMINISTRATION OF TUE
ANTIDUMPING ACY OF 1921

NOVEMELR 8, 1977
Serial 95-46

Printed for the vse of the Commitice oo Ways and Hfeans

£2

U.8. GOVLENMENT PRINTING OI'VICE
”-4n WASIINGTION : 1977
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STATUMENT OF TIE UN1TEo Stares Fag1rXes MANCFPACTURING GaovP
SUMMAKY

The statement rocvtumends an anriendinent (o close a loophiole in the Antddump-
Ing et That loophole porents raw wateials to tw Jutag ol by one fereizn counne.
try In arother forefun conntry where the antenals are converted for sbipoient
to the United States market. .

STATEMENT

The U'nitesl States Fastener Manufacturias Group wishes to bring to the Coln-
mittee’s attention a particular dus:ping practice that can be hanful (0 Anlericao

industrics, but which cannot be recediod by the existing provisions of the Antl-
dumping Act. .

This practice involves the dampirs of raw materiale by Countes A\ inta Country
B, where they ase conserted ) tinishod provducts exported to the Unitedd Stales.
In that way, zanufacturdes in Countey D ace able (o obtain raw materials at a
lower eost than they could in the absence of sich duzping. This enables them to
cbarge a lower price on sales of the inished products in rhe Unite! States markot
o comgpetition with the same wiad of roducis niade by \werican waasfactucers.
Taicancsc fastcucrs ¢ conduit for Jepcucre dumzing of wire rod

Evidence of this praciice wasz ellcitald fa hearinzs bofore the International
Trade Comilssion held on September 2 ard 20, 1077, {o an essape clause case
Involvine boits, auts and large serows (Investization No. TA-1-27). A wilness
repeeenting (Lo Zastengr pudusiey of Taiw stata] tinte Japancre wiills were
solling low-enilon elvpl wire e o382 raw macenal Zor most fastenee smanufac.
tariuz) o Tilwapese fastener manulaciuress at alaut 1% eonts por gound, CIE
Tajwan, iariier & witnees fer the Americun {3 iustes presented ovideace (hat
Japaneso 12.00ls were selltny low.carion wire aod for ednsumgtion {n Japan at an
ex :nill jerice of Alwuk 13 ¢onts pes posnd. 1t s apparene, ey, that the wize rod
price to Taiwan is a dumping Hriee.

Since a ubstantial profortion of (e {25teners preduced in Taiwan are shipped
Lo the United Sntes. the not offeet is that Paivancse fastenors ropirescat a oo,
duit (ur e dumping of Jajansse wide red In the United States. The priacipal
fmgact of that ud:nping practice, howeves, §s.62 the . aierican {astener preducers.
Laaprolein the \nlidumping Act .

The Antidumping Aet dooy got nrovide a remeds for the duniping practice de-
seribed ahove, Oddly ezough, section 2U1(a) of the Act is writtea i tersys of 3
duteriiantion: Co

“That a class or Nind of foreirn merchandice ix bolag, or is Hkels to Le, sold in
the Unfind States or clsawhere at fess than tts Laie vaive . ..

We €n not know wiy oo ghriee “or eltevhere” was inclided. At sicet Llosh It
suggests that the cituation degeribael herein is covered g the At Pnwever. the
techinical provici-ng of the Act require the peice of the Enported article 1the Tai-
Wanese [astenersy (o he coutinreed with tae price of guch fasteness iodd (us ¢o2-
sumption ia the home Dackat (Triwar ¢ {n tiisd-conutrs markets for with
their constensivd saive where ajgrnnriate), Whether the Japancse stcel wire
ted Is bedne sold $ Taiwan at a Juapity peice iy Bamatericl. Ax a se=til this
type of dumping can be practiced wita impunity because of Lhis Inophole in the
Antidumnng Act.

Suggcsted omenlduzent

We tetiove that this type of thizd-coustey dumping of rase malerials to te
sold frtlie Unilnl Siates in convertod furm is an unfair teade practice. We ues
the Commitier to amend the Antidumping Act 10 frovide an efestive remods
agafnst it. A closely analugeus peecetint fue deading with such enaveriof products
aggcars In the Counteevasting Duty Law €29 USC 13730, Sene of e lansuare in
that faw coult apyreopriniely Le adilad U3 1.0 irst sentence in aection 2wl{a) o
the Antidumpang et (10 USC 1C0(a) ), 23 follows:

“Whenover the Nevrettey of thie ‘ivveasury b rrinaftee callod the “Secretaes™)
determines that a elasz or Kind of forcian ererchiindise is being, o ix lixels to de,
#old in the United State< vr elsov hiore a2t tees than its frie valug, whetAer the same
sholl Ye importid dircctly from the country of yroduction or othervise, and
WRCIACT 3uch drtiele o merchandise iy vmpnricd in (he vinte conditinm 25 1chen
ezparted froan the cauntry af prolqelion gr kas Leen changed fn ennddition” by
maruafacture or othericiae, ke shall »o advige the Urited] State< Tuteenational
Trade Comnls<ion (Leroinafier called the “Cuntituscion™), a6d the Connission -
shall determine within three monthie ticecafier whether an indnstey in the " nitd
Keates is boing or is likvely 1o be indired, o I< peevented from it establistied,
by reason of the itgrtation of such aiccchandise info the United States.” (The
supsesteal new puterind is itabicired,)

Confagming ameidicents woubl, of cource, have to be made In the wore tevhe
pleal provishons of the A,

We hagar the tozeaoing will peave uestul ta the Xabeammittee In {t< eonsidera.
ton of “the ateguacy of the existingg statute to desl with the peroldens of untaie
fmport pricing practioes.”

————————

L3t sheuld also be poted that there I3 no wire rod preduciion Ia Telnan.



APPENDIX C

HOW JAPAN CAPTURED A MAJOR SHARE OF THE U.S. FASTENER MARKET

About 80% of Japanesc 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
penctration 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 goverﬁment-supervised standardization, government-
assisted guality éontrol, gpvernment-funded acquisition of
advanced production machinéry, and a vhole 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 "Industrial Pasteners in Jap;n' (1964), as ,
follows:

The governnent, under Mechanical Industry Develop-
ment Temporary ifeasure 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
sfndustrial 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 the following

statement:

"The liberalization of foreign trade, set out
by Japanese government helped by its policy
for encouragement of exports, gives way for
“increased 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

482

285

65

70

Name

Hetal mechine tools (including center-

less grinders, high-speed lathes, thread
rolling machines, and automatic nut
tapping machines)

Metal machine tools other than the ahove
(including cold headers, hot headers,
automatic nut presses, cold nut forners,
and trimming machines)

Testing ecuisment (including torsion

testing machines, length measuring
machines, screw threading testing
microscopes, fluorescent f£low detector
and magnaflux testing machines, and
metal conmposition analyzing apparatus)

Other machines (including cold hopping
presses, shot blasting and peening
machines, and heat treatment facilities)

** 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. l2.
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‘

The effect of the acquisitien 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 lOOt:in 196§T’—;;1t imports from Japan

rose by 33%; and cap screw imp&rts'from Japan rose by 72% in
that year. Implementation~;é 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%.



102

: ™ - R l@fJ . APPENDIX D
=T RLPARTVENT OF STATE ) .
oo "RACRAM |7 e
P M, BAN o ~ .
/ % W & 78R 4% u2d LY
san L %0 [ £
A=l 16 UNCLASSIFIED
ROV TRT 'c'{/-" 23 N W i ‘ nsq-v ﬁgiy-
B SR S | 1 ¢ Departizent of State (X1
o 1 : - '
_y_ ... o ArSobassy TOLYO (4 coples) - LA ," 2
ol s . AConfen XCBZ/CSAKA/YOZOKANA RN A cf
. AxConsul FUKUCKA/SAPRCRO ) g\t
PASS t Departoent of Coxzerce (6 eop.ioa) ‘ :
ST  rrou Ln(;:.omul XAGOYA .- OATE: Mavreh d, 196
WY 33 sua::c'r Japan's Export Promotion Pechnigues w—— &l& bu.l!
3 TS Rer . Negoyn's A2 of July 19, 1965 A=l "/ 3/‘ ? &
e Yy T . Té 5 o= . ’ wentlfs ¢ 1““
r nere ) .t .1
P15 VI t hea Q-:Lfé-! . °
— 1, FAVORLBLY TiX TREATLLANT . .
‘_~ds Resorve for Foreipn Karket Development b

B. Szall snd hediuy Enterprise Resesver for Poreign llarkot
Daveloycend .
Ce Speciel Deprecistion Allowances
—+De  Reserve for Ovorseas Invast=ent losses
* Be Special Exezption for Technical Zxporis
P. Entertairzent Zxponses for 2uyers
—a@, Tariff Refund for Zxjyorisrs . "

2. SPZCIAL FIILNCIAL TRIATIENT

Export Financing Systea for Cooperstives

B. Export Bill Trede Systes

C. Foreign Zxcrange Puni Loen Sycien

D. Japan !h;on-!:port Bank .

E. Overseas Econcaic Cooperation Fund

P. Japan Developrent 2ark

C. Export Prozotion Loan Sy-ua for bui;mtcd Suuor
Enterprises

3. EXPORD INSTRANCE S!S?L-..LS

DGR 1L PN 403 -
COPYFLO-PBR
r

Ay Ordinary rxzort Insurance

. i, xnu;um 'guur.ce ' . .
. ¢ . .
L ae Yor the 'ponor ) "
™ UNCLISSIPILD 2 rAr 1nr
08 ’”1 e , L 0w

’ ’:a::ﬁ'ff’r/* uu./ac 2/10/€6 i

lesmaeqes.
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) _ ity
Pge 3 of Yagaya's 4lf

. Yor the Msnufacturer .
0. Against Increased Costs . .

1. Croup Floster Insurance

8. Export Price Insurance

Cs Export Bill Insurance

D, Export Loan Insurance

E., Consignxent Sale Export-Insurance

P. Oversess Advertisecent Insurance

0. Insurance on Principal of Overscas Investnents
B, Insurance on Intercst from Oversces Investoents -
. Distridution Pattern of Export Insurance

4+ JAPAN EXTERMAL TRADZ ORGANIZATION (JETRO) . .

A. Varket Research

B. Advertising of Japanose Exyo*t l’roducts

C. Design Inprovenant

D Credit Inveotigation Sc:-vices .

Se  Dozeatic Serviecs . . : .

P, Budget .
ARNEX s Ja.pnmu' ;Mi Rolating to Trede Pronotion Activities
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Page 3 of Magoya's A=16

This report compleaents ilagoya's A=2 of July 19, 1965 entitled Zxsori
Prozotion Measures of local Govermzent, which describes the oxpor: prosoe
tion neasures of local governzenis in Jajpen. In addition to the prectices
outlined in these toports, cany manufecturer and industrial associstions

carry on & variety of export promotion petivities on behalf of their members.

STIURY .

The Japencse Covernzent prozotes oxports by offering & coaprehensivo
. system of inducements centering on (1) favoreble tex treatrment, (2) eprcial
* financial treattent, (3) a complete export insurance sysiem, and (4) tho
supporting services of the Japon ixterral Trede Organization (J=T20).

The favorable tax treatcent prozran allows traders a lerger than nor-
mal tax write-off for esport relsted expenses. Additionally it provides fox.
higher depreciation sllowances end grants speciel ooncessions in conncction
with exporis of techaology and with foreign investzents, . .

Speciel financial treatzent permits tenks, cooperatives end irdividual

. exporters %0 obtain loans st low interest ratcs.

fhe Covernzent's exgort insurence progres offers nirs kiris of insur- .
ance protecticn to exporters egeinst incurring losses large erouzh to bring .
on bankruptcy. This insurence systen fs carried out by the Ministry of In-
ternationel Trade ard Irdusiry and covers rouZnly 804 of ary vossidble losses,
locel governzent progre=s cover an additional 1255 of pessibvle losses (s0e
reference).. .

JET20 supports pariicipation bty Jaepsrese erterprises at intermational
‘fairs snd exhibisfons by sudleasing exhidit srace at fevoradvle rates, by
bearing scze of tho shipping end display costs, erd by peying part of the
cost of returning. unsold exnidits to Japan. JZTRO also corducts nblicity
and design improvenent activities snd s credit investigation service,

DELASSIFIED
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it T sy
: ) Pege 4 of Napoya's A=16

1, FAVORABLE TiX TREATEENT
Favorable tax treatuent measures herein outlined are provided under
the corporation Tax Law (Hojinzei Ho) and the Customs Tarif( law,

(A) Reserve for Foreien larket Develormant:
(Kaigai Shijo Kaiteku Junbikin) 1.6 »,
I} &

Exportero are pernitted to account up to 0.‘};{ of thodr prococds frou
exporta as a reserve for foreign rarkot devolopaent which is considered
as an eéxpense for tax purposas, vhother it ie spent or not. If the expore
ter is also the manufacturer of the exported proluct, he may place up to
1.5% of his incoze from export ccniracts into this resorve undor the samo
conditions, This provisicn becaze effective on April 1, 1964 and will
. continue to April 1, 1949, Thrase reserves sust be written off with equal .
erodits of income in the eucceeding five years after their establiskaont, °

(B) Sua)) end ifedius znterarise Resevve for Toveimm Market ")ev.cloo*onts
(Chusho Kigyo Shijo raiteku Junoixin)

A small or zediun enterprise which {s a meaber of a cousercfal or ine
dustrial asgociation that Las beon authorized by the Jinistry of internce
tional Trede and industry to a2ceuzulate a joint reserve for foreign market
developaent. cay count as a tax-deductible expznie up to 1.5% of its in-
cone froa foreign trade, if & like azount is depasited in {ts association's
foreign zerket dovelopzernt reserve., The associetion may count the entire
anmount of this fund as a tax deductidle expense il it is actually uaed to
develop foreign rarkets.

(C) Svecisl Daorecistion Allowences: -
(Yushutsu Toxuoetsu Snoxyaku)

A firn desigrated dy MITI as an enterprise contridbuting to national
export prorotion is authorized a special dop*eciat.on rate for {is plant
and equipment, This rate s 0CY ¢f the normal rate ruliiplied by the ra-
tio of export sales 40 totel sales. The raxizun multiplier is 2 which
occurs when the cozpany hes no dozestic sales.

This provision of law went into effect on April 1, 1965 and will exe
pire in 1667, .

(D) Reserve for Oversces Investzen: lossas:
(Kaigai Toshi Sonsmitsu Junbikin)

A fira Snvesting adbrcad mey accumulate a fund equal to 503 of its
investu:ents abroad &3 a reserve ggainst oversess investcont loases. The
aoney' phccd in this reserve is counsed as a tax-deductible exjense.

This provision went into effect April 1, 1964, and expircs in 1969.

UNCLASSIFTED
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(E) Svecial Exendtion for Tectnicsl Exnoris:

A firn which is exporting technolony threugh ldcensing, tochnical
assistance contracts or any other fora may reccive a tax cxemption in
tho azount of either (i) or (41), whichever is lowers -

(£)- 70 of the acount paid for the use of the patent or othor
* technical knowledge (204 in the case of consulting services:
. 30% in the case of marine transportation). .

(21) 507 of the incomo accruing fron the above contract, '

(F) Entertainment Lxpenses:

" A certajin porcentege of expenses for the enterteinzent of foreign
dbuyors may be authorized as a tax deductidlo expence, on a case-ty-vase
basis. Buyers' trevel and hotel exgonses ere ‘not'elizible under this
exenption. . . B .

(C) ZTariff Refund for Zxzorterss - -

Under a recenily revised adninistrative directive of the Finence )ine
istry (Xanzei Teiritsu Ho, Sekko Rei No. 155, June 22, 19%4), exporters
- and export canufacturers cey ve refunded & poriion of the izport duties
peid on raw caterials and cozponents to be used in the manufacture of pro-
ducts which are subsequenily exported froa Jepan. 2eginning Octoder 1},
1965, up to e caxirun of 0.5 of the price of the exported product may de
‘vefunded. Application for refunds oust te =ade to MITI within two years
‘of the date of the iuport of the vaw raterials or components.

2, SPECIAL TINMICTAL TREATMEND

’ (A) Exvort Finsncins Svsten for Coozerativss:
(Yushuteu Ayonan ainyu Seido)

A cooperative which collects egricultural or zarine products {ron
its cembers for processing snd subscquent export cay borrow funds Irom
the national governzent before an export contract is negotiated. This
enables the cooperative to raise the working capital necessary to collect
and process egricultural or zarine products for which production ard
cargo-bocking are often cancentrated seascnally, regardlese of the date
.f the export contract. .

(3) Exvort Trede 2i11 Swsien:

(Yushutsu Doeki Tegata Seido)

At the discretion of the Firence Linistry, an export trade bill drawn
by an exporter, with a letter of oredit as security, may be discounted at -
s dafly interest rate of 1.3 sen (&.6454 per annum) if it qualified for re-
discount by the Bank of Japan. This type of bill is called "Saiwari
Tekiksku Tezata® i.¢. a bill quslificd for rediscount. . -
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1) An unsecurod export trede bill may also qualify for a loen froa
a city denk., If an export trade bill draom by on exjoricer after the cone-
elusion of an export contract {s qualificd for rediscount by the Lank of
Japan but is not seccured by an L/C, a city bark may loan woncy egainet the
export trade bill at an interest rate of 1,3 sen daily (5.475% por annunm),
This type of bill 4s called "Tanpo Tekikaiu Tesata™, d.c. & bil)l qualified
for sccurity. : '

$4) Thers {s no linit unéer this oystex; eithor on the oize of the ap-
plicant conpany or on the value of the L/C, but lcans cannot be granted more
than one year before shipment. The system assists exportora and the export
msnufacturers by providing funds at lower then usual interest rates for pro~
ducing, processinz, and booking coutracted cavgoes before shipment,

(C) Foreisn Exchance Tund Losn Swsten: .
{Gaikoku Zavase Saikin resnitsuxe Seido) '

Tho EBenk of Jepan suintesns a fund frea which loens cen be mede 4o eitly
benks to fecilitate the purchase of export bille by foreign exchenge benko.
When a city benk purcheses=gn export bill that is a tize draft, the yen
equivalent of the export bill ray bo loaned 40 the city bark a% an ennual’ |
interest rata of 2,555/«» This ellows the city bank to releasse more funds
for the purchese of edditional export dills., The norzel ters for these
loans is six months. ) C

(D) Jacen Sxport-Imsort Banks
(Nippon Yushutsunyu Sinio)

(1) A long tera contract for the cxyort of plant equipment, ships,
vehicles, etc., cay be financed oy the Jajan Exim Benk (esteblished in 1950)
with the cooperation of & city tank., Loens nay be grented by the Jepan Exia
Benk (6073) and the city bank concermed (202) et annual intecrest rates of 75
Per annun or core for terss of up to ten years. .

3i1) 1In special cases, when projects in other nations rsy contridute to
the expansion of Japanese exports, the Jepan Zxim Bank may cake loans di~
;ectly to foreign goverrcents in cennection with econonic development pro=
ecta. . . "

(E) Oversess Sconoric Cooseration Fund:
(Kaigai Keizei Kyoryoiu Kixin)

This fund wes estadblished in 1961 es a goverraent azency %o provide
loans to Jajanese {ircs engeged in fndusirial developzent projects, espe-
cially in Southesst Asia. Tre Fund can loen or invest in projects trat the
Japanese Covernaent considers worthzhile toward the dev under~
developed countries and which will accelerate ecoroaic interchange oetween
the recipients and Japsn. The rate of intereat on these loans is 3.5% per
anauz, or highor, and norxal saxizua terus are for twenty years. The Fund
activities aro noraally reserved for projects which would be difficult to -
finance through a city bank or the Japan ixim Bank. . :

o, MCLASSIFI:D ,
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(F) Japen Develoozent Bank:
{(¥sppon Kaihatsu Ginko) -

If a private enterprise is considered by the COJ to be contriduting
spprecinbly to national econonic growth threugh foreign trade, and if the
nodernization of that entorpriso is considercd important for the growth
of the national econony, Japan Developzent Bank loars may be availabie to
that coapany for the purchaso of new equipzent. Firrs qualified for this
financing are generally capitalized at less thet ¥2 billion (55.6 million).

(c) nort Promotion Loan Svsten for Desiznated Smaller bhnterprises:
Tokutei Chusho Aigyo Yushutsu Shinko Yuni Seido)

A loan ray be grantcd dy the Szaller Znierprise Finance Corporation
'(Chusho Kigyo Koko) to & small or zediun sized firz ongoged in the tanuface
ture of export preducts when that fiva needs new equipsent either to carvy
out a long tern contrect or to improve 1ts production facilities. Homevor,
at this tice these loans are only granied to 15 industries designated by
the Zinistry of Internationsl Trede and Industry, as follows:

Pottery Flatware ’ Initation Pearls

etallic Toys - Artificial Flowers Smoking Articles

Metallioc Watch Bands § Fabrics Unbrellas and Ribs

Pencils Dyeing and Piniohirg Xnit Coods

Clothing Tools Celluloid and Plaotic
, T Articles

$) There is also & Srcall & YMedius Enterprire Equipzent Nodernization
Fund (Chusho Kigyo Setsudi Kirdaska Shikin) fron wvhich GOJ loens are rade
aveilable to firms that wish to izprove their plant end equirzent and/or
their techniical cozpetence. 7The loans are availeble to all indusiries, but
cenufecturers of export products are given priority over zanufacturors of
doucstic products. . .

‘ 3. EXPO2T INSURANCE SYST:
There are nine insurance plens adzinistered by the ilinistry of Interna-

tional 'i'x)-adc ard Industry under tne EZxport Insurence Law of 1550 (Yushutau

token o). : . . .

(4) Ordirerv exvort Insurance: ..
(futeu Yushiutsu toxen) : o .

1. Individusl Insurence (Xobeisu MHoken) ¢

(a) ZFor the Sxvorter {Yuzhussucha Hoken

Under this plan, the exporser decides how much his losses
night be and sets the azount and the terms of insursnce coverage.
This insurance plan {s urnderwritien directly b? the Exnort Insure
ance Section of NITI at Tokyo ard at all its local dureaus. Unless
spacifically noted es otherwice, all the insurance plans listed
hereafter are adninissered siniiu'ly. ¥ine risks are covered by
this insurance as folloxs:s .. -

RNCLASSIFIED
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Restricticn or prohitition of foreign exchange
transactionc in the foreign country after a
contract has been concluded,

Restriction or prohibition of imports at their
destination, .

Suspension of forsiszn exchange transactions be-
cause of war, revoluiion or rebellion in the
foreign country. . .

Inadility to export to the foreiyn country be-
cause of ver, vevolution, or rebellion within
that country.

Suspension of transportation by an accident which
oocurs outside of Japan,'

Oceuranccs beyond the control of the beneficiary,
such as tariff increases, strikes, or boycotts
at the export destination. .
Restriction or prohidbition of exports by the

C0J under 4the Forelgn =xchange and Poreizn Trede
Aminisiration Law (Caikoku Kawaso Oyobi Gaixoku

Boek{ Kanri Ho)

When the buyer is & toreign governrent or a pudb-
1i¢c corporution, ennulzent of an export contract
by the insured caused by the revocation of the

. contract by the foreign buyer or any other act

on the part of the foreign duysr which might
csuse canooliation ot tre contract.

!ankruptc/ of the buyer.

Of the abova itecs, 1 - 7 are called emerzency ris?s ( 11 jo Kiken)
and 8 - 9 are called credit risks (Shinyo Xiken). Tne settlement paid
by HITI depends on tha risk involved.

" When loss is due to an ensTzency risk, the amount paid to the bene-
ficiary is 90% of the balance after deducting income from resale, unpsid
expenses and axpected profits froa the comsodity which the insured was
unablo to ship, or froa the export price #hich the insured was unadle to
collect., Yhen loas is due to a crtdit risk, tho .aaunt Faid 1s 6Qp of

the above balance.

29-428 0-78-8

© WMCLASSITILD
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Current premium vates for this typo of insurance aros K
Sen/¥ 200 of the fnsured armount ' ’
- (100 sen = ¥1)
zer& insured . ' Risk Insured
: emergency oredit cnergency + oredit
every 2 months 22.5 o 5.9 2844 o

or fraction

" (®) Por the manufacturer {Seisanshs Hoken)

Under this plen a manufacturor is ‘insured against a -
- loss due to en exporier's failure either to execute ship.
' ment or to collect the price of the manufacturer's corgo
because of eny of the nine reasons listed in (a) adovo.
The ratce and ccnditions under which this insurance ray
be issued are trne sece es for (a) above.

(¢) Ageinst Incresr~d Costs (Zo:a Hiyo Hoken) .

This plan rays for losses caused by rate incerepses
in ocean freight cherges and/or tarine insurance purchsced
by the oxporier when such increases are the result of a
changs 4{n the sailing or route schedule on which the ex-

. port contract was originally besed, arnd when such charges
are not made by the contraciing pariies. This plan elso
covors restriction or prohibiticn of exports by the COJ
under the Poreign Trade and Foreign Ixchange Laws,

1) To qualify for this plen, the insured =ust be a
person or corporation clisidble for the exportier’s insure
ance listed in {a) abova, The amount of coverage is de-
termined by the insured. The ratc of ovreminn {2 10 sen
ver ¥100 of the insured amount and the term degins six
days afier the date of the insurance contract ard ternine
stos on the day the cargo veaches its destination. Othere
wise, the conditions are the saze as for (a) above.

4i) The azount of this insurance is eithesr 1004 of
the insured ezount or S0 of the balance after deduoting
(1) and (2) froa (3), below, whichever is lower:

(1) The remainder after deducting the expenses paid
" or to be paid by the insurei for preventing or
dessening the loss due to changes in schedulo,
etc.y, froa the a=ount he can or will be able to
Tecover by having prevented or lessencd his loos.’

UNCLASSTPIZD ¢
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(2) The remsinder after deducting the exponses ree
quired or to ba required dy the insurcd for
. collecting conpensation, if coavensation is
L paid by anyone, from the amount which the in-
. sured can or will be able to recover by neans
of coapensation,

(3) The remainder after deducting the ocean-freight
and marine insuranco rates in the original cone
tract {roa the rate increase due to the change
of sailing and route schedules, ss octunlly
charged the insured, -

2 Croup Floater Insuvarce gﬂokatsu Hoken)

Any Japanou exporters' association zay purchase a
group insurance policy fros the liinistry of Internationsl
Trado and Industsy (MI?I) which covers all their zeabers
for thoe risks included under Ordinary Zxport Insurance (A)
above, Nine exporters' associations have corcluded this
type of floating insurance contract with MITI as of this
date, togother with the itezs covered by this ingurance
which are.es follows:

Naze of Association

'ii)\‘ffm’éﬁgn & ?adbric Exportera Association
* (2) Japen Silk & Chenical Fidre :.xporters

(

Associetion
3) Japan ‘ool and Flax Exporters Association™
4) Japan Textile Products Zxporters Associdation

5) Jazan Ceneral e
Association

rchandise Exporters

(6) Jepan Rolling Stock Exporters Associetion

|

7) Japan :'ac‘nmexv Exporters Associstion
8) Jazan Ship Zxportars aAssociation
9) Japan Electrical Wire hxportcrs Associaticn

Jtens Insured

Cotton yarns and fadrics
Creaical fibre, yarna
and fadrio

Woolen gocds

Textiles and cade-up

" goods

Footwear

Reilway vehicles
Machines and eqaip:ent
Ships

Electrical wi-c

A. The azount of oovc-;go ard the preniun rstes are a
fixed by .I7I on a case by case basis according to the
respective contracts tetween LITI and. the different
exporters associations. The risks covered are the.

ssce as in (i)-(a) above, but the rate of coversge is
904 of losses caused by ezorgency risks and 804 of
1000.01 cauged dy oradit riska.

be The esount of coversze affordcd by contructs for
this type of insurarce varies vidoly. Fer exanple,
textile goods are insurcd for 30;0 of the export price,
footwear for 504 and zachinery, equipcent erd ships

for 807 of their export pricos under the policies now
4o force.

YCIASSIFIED
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¢« Croup floater insurence offoers many advantases to
menbers of assnciations. It is cheaper, 3t doco not
require csse by case purchase, there is no limit on the
spnount of coverase arnd it becorcs effective on request,
without the usial five day waiting period rtqutre& in
connection with individual insurance. :

(B) Export Price Insursnce

(Vushutsu Daikon Moren) A

This insurance covers the export price and/or rental cost of
equipteat, ships, vehicles, or other items designoted by the Minig-
ter of Internetional Trede end Industry. Additionally, tho price

or value

of technical procescces end/or labor services offered under

a technical assistanca contract :ay also be insured under this plan,
This insurence is underuwritten only by the Export Insu“ancc Sect‘on
of MIT1I et 2ok, 0. )

1)

i8)

114)

This plan covers losses incurred wren the Insured is unedle
to collect the export price in cases where the buyer's pay-
gens has deen delerred or when 4¢ne insured s unsadle to
collect rent or the value of services rendercd because of
any of the follcwing recasons:

1. Fesiriction or prohidition of foreign exchange trarsace
tions in the foreign countsy. .

2. ' War, revolution, or rebellion at the destination.

3. An accident, outside of Javan. not caused oy either of
the ceniracting pariies,

4. Bankruptcy of the contract partrer. .

~S; The coniract pariner's delay of nore than six nmontns in

the scitlenent of a deot.

The insured fixcs the ezount of coverage within linits set
at 90> of the expor: price for & .c‘bla itens ead 800 of
the value or contract zrice for tecnnical or lebor services.
The tera of insurence begi 'S wnea the caryo is experted or
wken the technical or lebor service vegins, and terzinates
with the fingl settlenent of the account. 7The dasic preme
ius rate is 26.5 sen zer ¥iCO of the insured azount per -
threo conths or fraciion thereof. The tera degins when the
cargo is chipped or the technicel or labvor services offered
and terainates with e final account settlecent. -

Those adbove rates are halved if the insured deers an L/C
opened by a leading bank or a letter of guarantee for payment
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isnuéd'by the foreign govérnment concerned, and again

halved if the insured also carries ordinary export in-
surancc noted above (futsu yushutsu hoken).

iv) Tho maxirmun loss covered by this insurance is the rccainder
after deducting (1) from (2) multiplied by (3) as foliompi

- ' [
'y, Unpsid expenses end tho szcunt which can or will be -
colleeted frox the scle of uny reccrvered goods. K

2. The price of the exported carzo or the equiveleat
value in services which tho insurcd wes unadle to
collect,

3. Percent of coverage purchased.

(¢) Export 24n)
u

Yushutsu legase Ackon)
&

This insurance covers the lorses of foreigm exchange tanks which
purchase dccumentiery bilis that are later dishenored., 7Théd aysiea en-
coursges foreifm excharge banks to purcrase D/A erd D/P bills and pro-
tects the exporier by exemoting him fronm redeexming bills drawn by hiz
that sre later dishoncred for reasons teyond his control.

1) This insurance puarantees taymsnt %o the holder of documents,
including a draft acconpanied dy en airway bill or a garcel
post receipt, so len; as the %ill is draxm bty &n exgorter
egainst an export cargo. A cleen bill would not de¢ insurable.

44) 7To deteb3 bYanks, including nine foreign Yarks (3ank of Amer-
dca, Pirst Nationel, Horg Yong and Shengrai 3ank, Netherlaris
Benk, Banque de l'Indochine, 2nd Charterad Derk, Mercantile
Bank, Chasa lanhettan 2anx and Centinental ¥ank), rave cone
tracted with LITI for &Zxport 3ild Insurance floster policles. .
An exporter who wishes <o benelit frca this insurance plan
Bust sell his docuzentary bills to one of the 43 banks. This
insurance enters into force when the bank requests HITI to
insure a bill,

$44) Prior to purchesing bills, MITI requires a credit report on
the drawee of tae bill zhich is eubmisted by one of the 63
particizatinz tenks. If the drawee is a foreign governcent,
agency, or pudblic corporetion, a letier of cersification {s
sudbnitted instced. Once a drawee has been registered wish
MITI, insurance can be granted on later dills which zay be
thenceforth purcrased without azain consulting MITI. Risks
covered by export bill insurance includes

UHCIASSIRIZ)
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(o) Cases in which the forcisn exchange bank cannot %o
paid by the drawce of "a documentary bvill on ite due
date bdeecauvse: ..

1. The dravee hsa refused to accept the goodo, ine
cluding cases when the dravce has deferred ree
caiving the goods for core thnn cix months cftor
the date of the bill, - )

* + 2, Presentailon of dceumenis is dapossidbie due to *
- the dravee's absence or some other uravoidablo
. Teason.

3. The dravee has become insolvent before presente
ing the documents or before the bill matures.

(b) Cases in which the purc?asiu; berk: i3 cozpeiled to
repay £ bank which nes issued en accegtence at the
latter's reccurse because of the drewee's failure

to poy.

iv) With regerd to both (a) end (b) there are no restrictions
concerning ressons for a bill tveinz dishonored. Hewaver,
unlike the individual insurence (Xobetsu hoken) in (4)-1
or the export price insurance (yushutsu daikin hoken) in

* (B), the maxicun insured ezount is 8C% of the face value
of the dill, .

v
v) Premiuns ere paid %o the MNetfonel Tressury by policvholders
but in prectice the cost of this insurance is c%arred H
the drawer of the bill, The premiun rate for a eirht bill
13 23.4 sen per ¥100 of the insured acount. fThe other rates
ares ]
Sen/Y1CO of tre ineursd srmount ‘ )
(100 sen « 31) :
- AFTER-SICKH? BILL " FIX&D-DATs OR AFTeR-DaTE 3ILL
Tern (no. deys)* " D/A  DyP . D/A D/?

. 41.4 25.7 . 43.2 23.4

*NOTE: "he tera neens tne period freca the sight to the due date
of the after~sight bill end from the purcrasa date to the
due date of the fixed-date or efter-date dill,

10 days or fraction

vi) Tho eaocunt peid to the Sank when e docucentary bill is ‘a4s-
honored is 80 of tho balance after decducting the azount
collected by disposition of the cargo or any other neans.
Any bank which is reiobursed dy this plan logcs the r‘aht
of recourse against tue oxporter.

UNCLISSIFIL .
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vi&) T%is insurnncc s»nten rcqu.rc° tb orcicn oxcﬁrnco bank
o absorb 20/ of tro loss, Komever; there are various

* l¢cal ~.y:m:ma that allow local governfienis 4o take ca an
additional 15 of the bnrdhn. (uco tisgoyc's A=2 of July
19, 1955}, . : Ll -
‘ . ) N . . . L Y
(Dj bxnont L,:_a.u_I_rL':_'.'.-:".c_t:- A !
(YushuTou Ringu meken) . LY

This plon covers, raak iceses e’01t5J” ffCu the Yorrower's fapil-
ure to repay ah export losd. Under tits systeas, MI?I hes corcluded
controcts with €3 bants which allow thcae banks to insure funds loaned
against bills or loancd threugh oill discounting. The use of theso
loans is linited to the following cesest . .

(a) Yunds needed bj an exporier or bj an expo.. ua”a'actur»r
for tho executicn of an ey,or: contract. - .

(v) Funda ﬁéed(b by the producer of ecricl‘.ural, 'orestry.
iarine or livestock preducts, or by the rarufacturer of
sundry gocds or other iterms as desian ted by the Minis-
ter of Internastionel Trade and Indusiry, when these

© dtems ere promised for future export delivery. Prior
apnroval of this type of irencaciion by 1IT1I is reauired,

4) Pre funs rates are 21.5 sen per Y100 (100 sen = $1) of the
insured volue of the bill per two months or fraction theree
of from the date of tre lozn by bill or the date of dis-
count to the due date, The Yank pays the preziun to the
Natioral Treasury and zmay craroe 2/3 of the preniun to the
borrowgr. .

i3) ane smount paid %0 the insured (the bauk) when fhe dorrower
becones unable to snip the ccniracted cargo or to collect
the price of the cavgo is 60> of tae balence afier deducte
ing trhe &oount which was collected by the ban: at & later
date froa the enosunt whick the tank could not collect on
the due date of the bill, . . :

* (£) Consirnuent Sale Yxsort Insurences
{Itaku Hanbai Yushutsu Hoxen)

This systen covers the exporter's losses when a cavpo ic shipped
on consignzent end the exporter cannot collect the expenses of export .
and/or “on the spot" ssles. Collection for losses stemaing fros thre
failure of the consigrice to renit the cost of goods is covered else-
where. Accordingly, this insurance plan does not cover loases through
non-delivery of the cargo or through credis risks. 'The premiuy ig

¥1.,8 per ¥100 of the inswred ambunt, . .
UXCLASSIFIZD :
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Although under this plen anyone can be the insurer,, the
beneficinry sust be the original consignor. Accordingly,
the cxporter who receives cercnendise on consipgnment fron
a8 manuvlacturer end re-censigns it to a foreign firm can-

. not be the beucficiary of Consignment Sele Export insur-

anco.

The insurer cess the ecount according to his estimate of -
possible losscs. However, the insurer is required by MITI
to estinate his sales and exgenses at tie tioe he applies

for insurunce. &xpcnses include the cost of production,

processing, cergo-booking, shipping end inspection chare
ges, sarchousing charses at the deatinotion, consignee’s
coamission, avd eny other cxpenscs chargeable to the cone
signor. The insurer nlso cets the maturity date of the
consignzent ccﬂtlact d the value of each univ of the
Car30.

This kind of insurance ccvers 805 of the remeinder after
deducting {a) throuzh (d), below, from actual expenses
which »ay not exceed estirates rade et the time the in-
surcnce coniract »as concluded. Computaticn is baseé on:

(a) The price of the cergo sold during the censismment
contract, This price is eqnzvalen‘ 40 the unit
sale value noted in (4i) cultiplied br the gueniity
sold, recandless of the actual sa.es receipis,

(b) The recainder from the proceeds eccruing frem the

- . disposal of the unsold carge afier its return to
Jepan, less exgenses for its retura shipment ard
disposal. ‘The unsold portion of any consignment
exports nust be reshipped to the consigner within
three conths alter the zaturity dete of she con-
signzent centract, This poriod mey de extended to
12 months at W2I's discretion.

(¢) The balance of proceeds fron disposition of the une

sold conaignaent carzo outside Jajan after the mue-
_turity date of the original consignnment contract.

.. Disposition of such cargces ouiside Japen is sut-
Jeot to approval by the linister of International
Trode and Industry, -

(4) The expenses requived for the shipment and re-sale
of the initially refusad consignuent cargo. Should
any of the above tize limits te exceeded or if the
carno is re-sold outside of Japan without a:proval
of UITI, the insurance contract is void.

UHCLASSI?IED
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(F) Oversens Adveriisins Insurance:
(Kaisei Kokoku Hoken) .

This insurance plan covers advertisin: costs when the projected
export volumes for a product are not reached following an overscas
proaotional caapaign. Covarege is up to 507 of advertising costs in
direct proportion to the ratio between the anticipated export volume
end the actual oxport volume of a given product. For exanple, if
25% of the export goal s not reached, 12i% of the advertieing costs
would be reinbursed to the beneficiary. ‘

i) Anyone may ba the insurer but the beneficiery must be
the party diroctly responoibie for initiating and boare
ing the expenses of advertising adroad.

ii) Products to be insured under this plen nust bear a dia-
. tinctive brund nsce, tredenmark, or some other desigha-
tion that the product was zade in Japan. Accordingly,
raw naterials, fara products and ¢he like cznnot be in=-
sured under this plan., Yarn and fabric, textile goods,
footwear, ships, rolling stock, machinre equipment, and
other products as designated dy IIITI cay be advertised
by demonstration as well as other means., :

414) Advertising expenses defﬁned here consist of:

(a) Expenses incurred by edvertising in newspapers,
wagazines, radio, television, catalogs, aovie
- £iln, slides, or by means of the export of saue
ples, displays, etc. - ‘

{v) Cost of overseas market reseerch, inciuding send-
ing market survey tems adroad and/or naving re-
gearch work dona by forei/m firzs.

(c) Expenses required for bidding on intornational
projects, including bidding on public works pro-
Joots of foreign governzents. .-

The following activities are not insurable undar this
plans : . .

(a) Advertising within Japen

(b) idvertising colely in connecticn with interratioral
bids or with overceas suaple shows. .

(c) Advertising through scnéing a afssion abdroad whose
activities include meore tran just advariising,’

(4) Advertisinz through the use of pocket rotedooke,
calendara, cut-senples, snd the like when they
are Aent as a courtesy to foreign cust zere.

* UNCIASS1 LD
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(e) Advortising by sending seaplos to individual
ypersons.

(f) Advertising in an arce whore the import of the
advertised orticle is oignificantly restrictod
by the locel governsent.

Befora isauing the insurance, MITI cxanines the sdvertis-
ing plon for its su{tability tothe articlo and sho edvers
tising erca to be covered, the advertising methods end °
rates end the period of time 1t would take to recover the

"expenses involved,

Viithin the 507 linitaticn, the erount insured is fixed by
the insurcd. Premiua rates are ¥3.07 per ¥100 of the
amount insured, :

To urderstand the compliceted method of calculating pay-.
ments to tereliziaries under this plan, the reader is re-
quosted to keep in mind the following definitions: ’

‘;/. Export Areas

The area to which 3I7I has approved export of ihe
product concerned. or this insurence, edvertise-
ing is generally considered %0 Yo linited to e
statod export erea, except under unusual circuze
stances. )

‘g/ Period ‘of Recovery: . *

" The minizun period during shich the ezount of ex-
port sales required ¢o recover advertisirg expen-
ees ip expected, with 12 nmenths as the maximun,
The period of recovery bBegins three months alter
the cozmoncecent of adveriising,

*3/ Rate of Recovery:

The percentesne obtained Yy dividine advertising
costs by the receinder sfter deducting the dasic
-export amount (*6/) from the ninizur export amount

. (*5/) from which the advertising costs can be rae

covered. . .

‘#4/ Stendard Rates of Recovery:

Standard r;tes-of recovery asre fixed as folloms:

A . Cotton am end £abriC. o ¢ o 0 0 s 0 0 o . 405"
Chenicol fivere, yi:vs and fadrica. T 8.9

UNCEASSI?I®D .
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Wool yarns and fobrics. ¢ o o 4 o o c. * c7-6§4~
Pottery e o 0 o 2 o0 s 0 6 06 ¢ s s 0 4 o o8 ,(l
Industrial pharzaccuticals. « o « .o o e « o7 .60
Uils and paints e o ¢ s 0 0 0 o.o.'v_, - o.:‘ll '.}.2&
S08Bc o » o o 0 0 o 0 s s 0 0 5 00 ."'.'_.6. fo
Edible 0ilS o o ¢ ¢ ¢ s ¢ o s ¢ 0 06 0 0 o 05017;
Precision machinery and inotruzents . » o .8.3%
Comnunications equipzonts « o o s o o s o oTedih
Electrical machinery and equipient. « + o 46415
Other mchiner)" and equipl:cnt ¢ o e s ae 04-3'];.
Autonobiles o o o o o v ¢ 0 s 0 0 e e 0 0 2520
Bicycles end motorcycleSe « o o o.0 o o o 25420
Metal products. S s % 0 0 s 0 0 0 e s 0 e o}o?%
Clas82 o o ¢ ¢ ¢ o ¢ 0 ¢ 4 06 0 0 06 8 0 8 110?,;
Cemente o ¢ ¢ o ¢ ¢ 06 66 606 06 000 0 @ 13.57:
Checico)l £ortiliZerse o o o o o a ¢ o o o cstS%
Drugs and €o52285C8 o ¢ o o o 6 o 5 ¢ o o o755
Paper end PulDe o o o s o 5 6 0 s ¢ o o & n7-}‘)‘
Rubber Products « ¢ s ¢ o o 626 o o s o » .4-2”
CordirentSe o« o ¢ ¢ » ¢ ¢ e ¢ 2 6 ¢ ¢ o . '4-4"’
Others._ ® 6 9 o 0 ¢ ¢ e o e 0 8 8 e s 0 :6o3$,’

%5/ Minirun Export amount:

Wnen there has been & shipnent of the advertised
product to the export eree, the basis for compute
ing niniruz expors emoint is the averese value of
the exporie of the adversiesed product over the
preceeding two years in proportion to the period

of recovery, rmultiplied oy tie appropriate stan-
dard negnification factor, amcny.those listcd below:

Average Range ?rcc;'eiir,g 2 Yeer's

£xnorts (¥ 1 181iien) S Stendard Namification Fuctor
Export value was less than } , . . 4.0

* kore than ) Less than 2 : . 3.9
u . 2 ., 3. - - . 3.8
n 3 ] ; 4 . 5.7
[} 4 ] 5 . 3.6
- 5 " 6 35
" 6 " 7. . 344
" 7 " 8 33
" 8 " 9 3.2
" 9. " 19 3.1
" 10 » 15 3.0
" 15 » 20 2.85
" 20 " 30 2.7
. 30 » 40 2.57
" 40 " 50 ; 2.44
. 50 » 60 . 2.32
" 60 " 70 . . 2,20
b 170 »w ~ .80 . ~".09

. — -’
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90 - 1.99
100 1.89
1.70

Exaople: The ninfmun export amount will be ¥36
nillion if the total value of exports over the
preceeding two years was ¥24 million end if the

. period of rccovery is 12 months, with 3 being

the fixed siendard multiplier for exports of
¥10 ~ ¥15 nillion. (¥24 @illion X 12 mos.y 3 .

¥36 nillion. 24 mos,
B;sie Export Amount:

The value of a cars;o %o de exported, with or with-
out sdvertising, during tte periol of recovary,
This is caiculated in three wayss

1, Vhen thete has tzen no shipment of the carzo
© to the export srea in the last two years, the
besic export ezount is zero, :

2, Vhen there has been shipzzent, without adver-
T tising of the product 0 the exjort area dur-

. ing the previocus ¢wo years, the dasic exjort
anount is the result of the period of rocove
ery in reletion to the las:t two years' exporis
Bultiplied vy actuzl ex;oris. Thus ¥24 million

X 2E0 L ye atitten, :

3. When there hes been shiprens with cdvertising
to the export area in the last ¢two years, the
besic export azcunt is the rezeinder efter de-
ducting A froa 3 balow, equivalent to the per-

- 10d of recovery:

4, The enount of the previous iwo years' ad-
vertising exgenses divided by either the
rate of recovery or the sterndard rate of
recovery, whichever is lower,

B. The anount of cargo shipped in the preceed-
. ing two years.

Exanple: The basic exzort emount would be ¥S aillion

if the amount shipped in the oreceeding two yvears was

%20 nillion with odvertisiny costs of $20Nn, 000, if
the proposed rate of recovery were 2.5%, the standard

rote of recovary (*4/) mero 2/, and the period of re=

cavery were twelve contna.. . 12 nos.
¥20,000,000 - (2€0,000 ' 0.02) X 24 mos, = ¥9¢000,000

MUCiaSLINM .2
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Rerewed 3Jasic Export Anmount:

The price of the edvertiscd carso expected to be expor=
ted during the pericd of renewed recovery (*3/). This
ie cquivalent to the original besic export amount mule
tiplied by the ratio of the proposed period of venewed
rocovery to tha original period of recovery (*2/).

Perdcd of Renewed Recovery: .

The period during which the effect of the advertising
is expocted to continue, even after the ternination of
. the oricinal pericd of recovery. The norial period
allowed is sixz monihs, during which additional recovery
of the original edvertising exzense is allowed.

Rate of Renzwed docovery:

The retio of the edvert tising costs to the nininua arount
of export required to recover the above edvertising costs.
Inci@efuaIJ', this percentage ig equal to the original
rate ci reccvery.

The arour: paid to the Yeneficiery under this p‘an is the
balance aftor deducting (e) through (b) below froa the ac-
tusl advert:s£14 exzenses incurred under the adveriising
plan epproved zy MNITI, rultipliecd by the ratio of the pio=~
Jected export volume to the actusl export voluse.

e .
_(a) The remainder after deducting the dasic export amount

from the zrccends obtained. or to be ohbtained for the
cargo during the paricd of recovery. In other words,
the export arount fncreasel by the intediate effects
of the advertising multiplied by the rote of recovery.

(v) The proceeés fron the disnosition of samples, exhivi-

vitd)

tion facilities or other properties and/or rignts ace
quired incidentelly to the advertising.

(c) Any exount obtaired es ccapensation for physical dem-
age to the advertising caterials,

After the scttlezent has been rade, beneficiaries sre re~
quested to refund to MIVI a certain perceatege of the later
export proceeds arising from the icmediate effects of the
edvertising cempaign. The forzula for the acount to be re~
funded to MITI by thra beneficiery is (a) X (b) + (a) X (¢) -
explained belows

. (&) e balance afier deducting the renewed dasic export

anount fron the income obtained or to da oovtained
for the valuo of.the cargo exported during tho period
e of renewcd recovery. _ .

UNCLASSIFIAD '
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(v) The vate of venewed recovery (*9/).

(¢) The ratio of the prajected export voluma to tho ac-
tual e.port volue.

H.B. There have been no instancuzs in which Overscen Advertising Incurencs
has bcen jesued,

(6) Insurence On tte ‘37 .aioal of Overrees Inventrent: ¢
(Kaigei Toshi Ganpon Hoken)

This plan covers siocks and parinership assets of forel,n orgenizations,
The purchase of foreign stocks and assets nust hm.e the approval of ITI ond
the purchase must contribuie spprecicbly to Japun'e intesmetional bilence of

paymenis. :

4) This fnsurance {s wdersristen only by the zxport Insu
ance Section of the linistry as Tokyo. Its normel nax
oun tara is 15 years, tut mey te exiended if a long period
of plent consiruction is planned. The insurcd rust astinm-
ate the pirchable annual dividerd for each yeer end sot the
emouwnt of siock or es3ets to ba insured. The presiua ralte
- 48 47.9 sen ;er ¥100 of the insured azount; per ennun

. - (.765).
i4)  Risks covere& by this plan ere:

f

[N

(a) Contxsca.ion of the purc hased stock by a foreign gove
ernrent. - .

*(o) Dissolution of s foraizn co*poraticn due to daraze
e caused by war, revolution, redallion, rict or civil
. disturtarce, or froz the infringezent of tre rights
< or interests necessary to ‘he conduct of is busi- ’
ness, caused by a foreign governcent.

(c) Losses incurred winen the stock of a dissolved cor-
poration is s30ld before the re-opaning of tha cor-
poration, provided the corporation has been out of
operation for at lesst six =zonths prior to the sale
of the insured's stock.

., 414)" The loss covered is 75% of the balanco after deducing (a)
through (c) below, either [roa the net assots, the stocks,
or shares, at current carzet value, or fron their origi-

‘ nal purchase value, whichever is lower.

(a) 504 of the dividends peid on the stocks or shares.
If thece were less than the estimated amount of dive
4dends when the contract was si(nod, the catinAtcd
anount is deducted. . .

T UNCIASSIZIED
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(v) The amount colleciel from ectivities which may have
reduced the loca.

{0} The emowit cbiained or to te obtained by any repara-.
- tious such az cozzzusaticn bty means of nationel bonds
or inalelirent payzents, for the exount cxprop:riated
by the foref,m governmzeat, However, the azount in .
(¢) is pesd the Yem2ficisry by WITI "1 the repe: ‘ation
in net pei¢ by & foreign goverraent fer vhe following
reasons '

1. Conficcaticn or freezing of funis,

2, Rectriction, prehiditicn, or susrension of fore
eign cxchanre trarsactions., (Caly when velnvesle
zent is not feesibdble).

3¢ Impossidility of vefund by nnt 1onal bonde,
4. Cencellation of ;3yzents{

.
Insurenca On tha Intevaes fycy Crerseas Investranish

..... __._-—-'..--—-..—a, -

teizni i Tosti o4 rnewen)

subjoc.o, inferwriter, arnd the premium of this insuvance plan are
as trose in (GC) above. The tern of insumance is sen yeers. This
c2s %0 invesiters wnen the remittance of dividends on
to Jzpan Tecozes iznpossidle [e more than one yeer do-

invcstman.s

.
-

Restriction or prohibition of foreiyn exchalnze transacticns.in
a foreign country. )

Suspension of fereign exchensze transactions by war, revolution,
or redellion in 2 foraign cocuntry. :

Control of dividerds by e foreign goverrzent or related ayency.

Cencelleticn of epproval for the reaittance of dividerds or non=-
Perforzance of guarentced redittence Ly a foreign governzent.

Confiscation of div‘denﬁi by a foreign goverirent.

i) * The amount coverod by ttis insurence is 755 of thre balance
after deduoting (a) through (4) belew from the smount of
- the missed dividernds:

(a) Expenses for which payzant leter becerme UnRnNecessary.

(b) Expenditures in the foreisn country from divi dnnd
funds which could not te sent to Japan, .

(c) Amounis which were cdapital invesicents in overseas
\ Aapanies by virtus of actually ' 'ng used {or the
.t ./

UNCLASSTRIED
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establistacnt or incvesse in tre capital of & cor-
poration clocely affilicted with, or a subsidiery
of the investing Jupancse corporation,

(4) Amoonts acciued through cotions taken to reduce
loss2a. .

(1) Dpisfzitution Pottern

The folloviag table shews the ¢issvibutica pattern of these iﬁsurance
plane duving the pericd January - Novermber, 1964:

¥ind of Insursnce Ruzmber of Centrects Insured Amount
‘ - ¥ 1000
lg Oriinary expar: insurence T, 2le,M7 307,203,EQ‘ Qai}ﬂkl
2) bxport price insurence ) . 998 . 121,50, 46
3) Lxport bHill insurance : 64,621 . 62,39}.047
4) Export lozn insurance , 15 . 191744352
5 Consxbnnenz sele exgor: insurense | 14 S .29,151
6) Uversees edvertisczent insurance - c . T e (o]
7) Insuresica ea the prinmcizal of . R
overseas invesiments - .24 1,065,897
(6) Insurance on the intc.sest frox
overseas inveatzenis ——2 ' 3,669
; ’ TOTAL: 220,73% - 499,505,970
. I
T 4. JiPER WXT L TRADE 033LnTANION {5i7R0)

JuTRO wes esiedlicted on July 25, 1956, as & special govermment oxhed
corporeticn. That it hes since beco-e the core of Japan's srude promsiion
activities {3 evilenccé by the fact thet in J77 1985, JETRO. wcs allocated
¥3,244 nillion, cr 625 of MITI's bulzet for ¢reade guppors asstivities. Cut
lined belcw eve the cejor trede prozotion activities underteken by JE2R0,

A, Market Reseerch:
" Overscas fecilitics cmed and operated ty JETRC, ot present, jnclude

14 trade centers, % machinery centers, end 40 offices. Also, there ave 27
stations ransged jointly by JETRC end private domestic inmdustrial grougs,

These 86 installetions employ 5CO Japanase srd 120 local erploxees. 23?-.

ket reports prejared by thesa oversees posic are sent 2o JETR0's Eoze
Office fvroa whence they are distrituted to'smovernzent #nd private btusiness
circles 1n the daily "Trede 3ulletin" (Tshusho Zoho), in tha monthly “Tre
Ovorseas-Yarket" (Ksigai Shijo), and in other pericdical publ ications,

1) JETRO's zarket and marketing research is conducted oither at
the request of ITI nnd/or the Foreign Uffice, or at the re-
quest of individual firms, pudblic corporasiona, or manufacture
ers and ex;ortora associations. ln each cavo, & reacarch plan

YNClASSY 1D
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is set up by JETRQ end the organizetion requesting the survey.
. Usually a local ovorsees vesearch coapsny carrics out the sur-
. Vey and prepares s rveport. JETRO assuzes that local firco va-
ther than officisl sgencies have the better sources of infore
mation with regard to any impending restrictions which could
-affect products in which it is interested. JETRO also collects”
information xmaterial published adrcad, as woll as oamples of
foreign wade products which coapete with Japanese exports.

.41) Some of the market survey teats dispatchéd sbroad by private
i Japanege industry are partly subsidized by JETRO, depending on
K the tean's mission, the significance of its survey, ard the
.extent of ita contridution to national export prozotion. JEIRO
also bears s pert of the travel and hotel expenses of persons
officielly dispatched by pacufacturers or exporters associa~
tions for markot surveys on conditlon that Lt bo given access
to thair reports end the resulis of their investigations,

-

444) JETRO has posted specialists in the United States, .West Cer-
weny, Hong Kong, end Venice, to prozoto exports of agricultursl, .
forostry srd perins producis. 2rozotion is geared to circunme
stances; for oxz.:ple, the Scn Francisco specialist hendles only
plyrood. and the lcng Beach and Venice offfices prenote only
frozen tuna, JETRO's activities closely pcranal those ot the
v. 8. Departmnt of Coazarce overseas,

B. Adveriisexant of Jmverese Exvors P:-gg\:e‘.a: .

JETRO's Trade end lachinery Centers carry out on-the-spot edveriisin
for Japenese export products sthrough the stendard melia’of press relcases,
television, novies and publications. Additicnelly during JFY 1965, JITRO
was schoduled to participete in 28 internstionsl.or special fairs, irclude -

" .4ing 7 4in the United States, snd to hold 55 oxh'ibitions at tho Trade sxd

Kachinery Centers, of wiich 14 are in tre United States. JZTRO partici-
tates in foreign sponsored exniditions, usuelly reservimg la:‘sa blocs of
floor space for Japanese exhibitors for which it bears 755 of the rental
:costs, Exhidbitors are expacted to pay 25 of the exhibit rentel costs as
well es freight and handling crerges for the exhibiss. YWhen unsold exhibe .
* {ts ere peturned to Jepan, JETR0 psys the repicking coats and the oxhidbie
tor pays the shipping expenses. JETRO sleo offers floor sjace in its om 4
exhibit halls to private Japarese fircs a.f. a rate of 3500 yer 10 day period.

1) In order to oreate a better u:\dorstanéir.g of the Japanese econ=
oty and irdustry and to advertise Jajparese export products gene
erally azong overseas custonaers, each year JZ720 ccnducts all

- expense paid tours to Japan for influentisl dusinoss leadors
and journalists froa many countries, .

14) Occasionally, JETRO prozotes Japan's nowest.and rost sdvarecd °
pedicines and z=edical equirzent in the more advanced nations
of the world by dorating these products gratis to foreign hose
pitals and ladoratories.
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Ce. Desirn Inprovonant:

To inprove Japancso cxport product deaisn, JETRO pents fivo or oix
+ designora to Anorica amd }.uropa ovory your for up Lo ono ycar of otudy,
It payo 503 of tho visitor's travel and boarding oxponses as woll as the
tuition for his study. Design students are selocted by JETRO froa axzong
those with ti-es or nore years of experienco as designera with privatoe
firms., They ere sent to {irst cless ari schoola, uriversities, or sjo=
--0fal design institutes on condition thet on their xeturn, in the cara--
oity of official advisors, they cake their services availabdle to their
industry in general for one year, in additicn tc reswning thoir norzal 8
«enploynent, - ..

: D Credit Investiceticn Services:

? JETRO tag concluled a smaclal long ters contract with Dun & frade
+ - giroct, Inc., undor which irdividuel Japenesa firzs mey use D & R'a eroe
- 41t pervices by pay.‘.:;.: JZTR0 a foe of ¥3IE00 jpor releranco. This servica -
is cuch 1eas expensive than 4% wculd be oa en individual basis, and i3°."
nuch like the U, S. Departu~nt of Commarce's WIDR service. '

-

E., Dorestin Savvices:

JETRO t3s its ovn trede consuliting offices in 20 majfor cities in
Japsn for the guidcnes of and general servige %o individumal firms ¢hat
.trede overseas, Librarfes at the Tokyo Eesd Of{icc end 1l branches
threcghout Jayan ave open to tre gereral public. L .

P. Budzes:s o - .o e

JETR0's detsiled over-cil Budget ac“edule is rot publ..ca.-y availe
adle, but itz total dudzed for JPY ‘955 is egtizated at ¥5 billion., ©F
this ezcunt, ¥32.4 =illion is gcstritutable to the NIV appropriesion and
.tha vesst 4o sudbcidics frex locel governzanss, exhidition foep, mecbership
fecs, eclea of pubiications, and cisceilenecous roceipts. Im neticrally

approprianted funis arvo distoivuted &3 followmss .
. S JPY 1964  JPY 1965 - .
: 3UDGED 3UTCET
. ¥ 1050 ¥ 1000
TraZe centers end other overseas facilitiea T 881,527 1,095,015
Exhiditions end fairs '~ 765,527 882,294
" Exzort proz=otion servicas for apecitic i.ndustr.ea 350,048 354,608
* Oversces advertiseneals 281,614 308,202 .
Forelgn varzet rescarca . . 99,428 4 188.569' '
Inforzasion centers 51,316 116,585
Speciol survey for import reotrictions 65,318 76,810
. Dasign {=zprovezent . - 13/ () 35,700
Other expenses . 159,022 184,433
mu N . '2,35"7.3'6'9 5,264,214
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Page 26 of liagoyn's A-16 .
_ ANNEX: Japaneso laws roh;ting to trade pronotion activitioos

Corporation Tox Law « Eojinzoi ‘Ho . law No. 20,_1?47

Export Insurancoe Lawl of 1950 « Yughutsu Ilok.on Fo ~ law No; é1, ,19.50

Custons Teriff Law -~ Kanzei Teiritsu Mo . ) law Mo, 42, '1.954
" Exacution Act ~ Kensei-Teiritou Ho Seko Redi  * | Aot No. 155, :1954

oo O . & Riohard E. Snyder .
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slgniflcant changes have occurred since it was draited in March 1986, For
this purpose, inquiries were macde of the various interested Government
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The only policy change that has occured related to "{C) Special Deprecia-~
tion Allcwances, " on page 4, This allowance has been made more genercus,
The paragrapgh shculd read: "A firm designated oy MITI as an enterprise
contributing to nationzl export promotion is authorized a special deprecla-
tlon rate for its plant and equipment. This rate is computed by adding to
the normal rate the amount obtained oy multiplying the normal rate by the
ratio of export sales to total sales. The maximum multiplier is 2, which
occurs when the company has no domestic sales, "

Other correclions are as follows:

1. Page 4(A) - the percentage figure in the first line should read "one
parcent” instead of 0, 5%." .

2,  Page 5 (G) Tariff Rebate to Exportcrs = This paragrapgh should be
changed to read "The Japanese Government expanded the application of
the tariff rebate system, efféctive Dacemter 15, 1956, from 3 to 65

export items which are manufactured wholly or in part from imported

raw malerials, As of October 1, 1966, 9 items were further added to the
Est of such {tems., Under the expanded tariff rebate system, customs J
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Senator Rimicorr. The next panel will be Herbert Liebman, Frank
Gerbig, and Hyman Schatz.

STATEMENRT OF HERBERT LIEBMAN, PRESIDENT, A. L. LIEBMAN
SONS ‘

Mr. LiesyaN. My name is Herbert Liebman. I am the president
of A. L. Liebman & Sons, Inec., 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 })ayroll 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
gresently not available today from American manufacturers who

ave 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 Risicorr. It is your contention that the product that
your company sells is not even made in the United States?

Mr. Lieemax. No, I did not say that. I said that very little of it is
made in the United States, very little of it.

Senator Risicorr. Do they have the fasteners that you talked
about in their line? Can they manufacture them#¢ o

Mr. Liesman. Some of them they do have, yes. . L

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 80 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:]

STATEMENT or HemsErT LiEBMAN

__ My name is Herbert Liebman. I am the President of A. L. Liebman & S8on,
Inc., a fastener and hardware distributor and importer with offices and warehouse
at 34-36 65th Street, Woodside, New York. I also ak 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 1049. At the time it
entered the fastener business it did so by purchasing from England what were
the first foreign fasteners to be impo. 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 Btates of fastener dis-
tributors like my company giving employment to thousands 'of persons and filli
a role in the market of serving the users of small quantities of fasteners in bu
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 u})oaible because of the import of standard foreign fasteners. The 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 sup l{ or reduction of supply, the writer's experi-
ence leads him to believe that the following would happen: L. i

(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
asteners.

(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.’ ) L. ) .

(4) Many distributors would by virtue of such price rise and their commitment
to printed price lists suffer financial loss and hards::g. Further, by being deprived
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. S0, too, would many

of tKeir customers who are small manufacturers who would lose their only source

of standard fasteners. L . A .

(5) The major service fastener distributors render is quick from stock service,

and since American manufacturers have elected to manufacture only afunat
orders to be produced at the time such orders are placed, and pursue a policy 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 exhausted, 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 less 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 80 successful, as exemplified by their earnings record.

STATEMENT OF FRANK R. GERBIG, JR., PRESIDENT, UNITED
STATES FASTENER CORP.

Mr. Gerpia. 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 operations 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. manufacturinF up
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. s ‘

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 realized
beyond doubt that the domestic manufacturers favored the OEM
end users and would probably never again be a major source of
sug})ly to the distributors. . ' o ,

y company, if not for the imports 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



132

manufacturers. I think it is very important 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 : Reference 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
;13';'79 actually declined by 24 percent to 22 percent for the full year

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: T 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 11.S. fastener manufacturing group and the
investigation of the U1.S. International 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 RiBicoFr. Thank you.

[The prepared statement of Mr. Gerbig follows:]

STATEMENT of FRANK R. GerBIG, JR., PRESIDENT, UNITED STATES FAsn_Nna Corp.

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 threads over 024 inch in diameter, all of the
foregoing of iron and steel, provided for in items 646.49. 646.54, 646.56, 64663 and
646.79 of the Tariff Schedules of the United States (TSUS) and all hereinafter
referred to as “fasteners.” The pu 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 20% 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.
Az 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 gyoﬁt on the small margin which ultimate users are willing to
pay for the availability and service which we rrovide.

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
lng(;x“t“ of the adverse effect thereof on the distribution portion of the fastener
industry.

Onlgr 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
establishing a basis for designating 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, 1877, 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
reasons: .

(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 significantl
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 dpncee 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 raige 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 1973-1075. L

(c) A decline in employment in the fastener industry does not support increased
duties on imported fasteners. While the domestic fasteners industry 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 emploiyees engaged by the same manufacturers in the production of
other products manufactured by them. The decline in employment in the fastener

rtion of the industry, at a time when its sales and profits are increasing, is there-
ore not directly and solely the result of increased imports but gbviously must be
attributed, at least in part, to improved technology. The incentive for continuing
technological improvements should never be minimised by elimination of competi-
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 focated have unem-
ployment rates below national averages, making possible and probable the absorp-
tion of any reduction in employment by domestic fastener manufacturers which
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might be the result of imports. In the case of my company, United States Fastener
Corporation, being located in Detroit, Michigan, an area of high rate of unemploy-
ment for unskilled and semi-skilled labor, absorption by other ipdustries is
most unhkel&.1 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-
gkilled 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 foreing 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
ll)lttl.e of our multi-million dollar assets would be required in the conduct of our

usiness.

_ The effects of the proposed increased duties on United States Fastener Corpora-
tion will be the same on all distributors and, in fact, could result 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, particulmj]y 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 aﬂplication 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 cases. 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
8% 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 maiority 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-
tlczpatlonel:iy imports in the domestic market, such as 18% thereof, as in the case
of imported fasteners, 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 exportiug countries
and result in retaliation.

STATEMENT OF HYMAN SCHATZ, SALESMAN, CONSOLIDATED BOLT
& NUT CO.

Mr. ScrATz. Mr. Chairman, my name is Hy Schatz. I am director
of marketing for Consolidated Bolt & Nut Co. in Los Angeles. We
are & 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. o

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 happened 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 asking 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 sriraling 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
alsoﬁand 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 I.os 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 refise 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 reveriues 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 & seg-
ment of the economy that is doing a considerable amount of import-
ing themselvest C .

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 7.8 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. L

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 gystem. 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 Riercorr. 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 :]

- ConsoLmaten Borr & Nur Co,,
Los Angeles, Calif., April 8, 1978.
Hon. ABRAHAM RIBICOFF,

Chairman, Trade Bubcommittee, Senate Finance Commitiee, Dirksen Senate
Ofice Building, Washington, D.O.

Dear MRr. CHAIRMAN : As marketing director for Consolidated Bolt & Nut Com-
Eany, and also as president of the Los Angeles Fastener Association I have first-
and 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,
Hy ScaATz,
Director of Marketing.

ConsoLipaTeED Bort & Nut Co.,
Los Angeles, Calif., January 12, 1978.

Enclosure.

James CARTER,
President of the United States,
The White House, Washington, D.C.

Mg. PresipENT: 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 1820'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. t
higher cost? They are taking advantage of their favorable position. T

ow the Industrial Trade Commission has recommended a 30% tariff hike on
fasteners. Some of manufacturers are claiming they are being hurt by imports..
Strangelg enough many who are yelling foul are importing themselves. All of them
have had profitable years.

There are several auestions 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 happened during the shortages of 1973-757

4. What will be the impact on the distributors?

29428 O - T8 - 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 nses. No company can work on
10%. As a business man you know for yourself that most coTapu.nies have overhead
cost factors of 25% on up. The only way the distributor could stay 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 & 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 {eara later, these same manufacturers still
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 1973-1975, 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
:_he time was the courts, but that would have been too slow and too costly a solu-
ion. ~

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 %roduct.s. 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 Iarge 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 lead to lay-offs 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 eauipment
today is one ﬁear and longer. With a demand for more equipment and for more
scarce parts the only thing that will happen will be tgmeg will become more in-
flated. Many small O.E.Ms will not be able to pay the higher prices and will -
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 are 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 for
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 shift.

Mr. President, as you can see, granting a high tariff may.ﬁwe 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 speed 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 ind and as Cofounder of the
Los Angeles Fastener Association, please feel free to call on me at once if there is
any other information you need prior to your making your determination.

Very truly yours,

/

Hy ScHATZ,
Director of Marketing.
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ConsoLwatzp Bour & Nur Co.,
, Los Angeles, Calif., April 8, 1978.
. Dzar Mg. CEAmMAN : 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 mﬁplempnt that statement with the attached which is summarised 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 ScHaTZ,
Director of Marketing.
Enclosure. _ :

© SupPPLEMENTAL WRITTEN StATEMENT oF HY ScHATZ

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 screws,
bolts, nuts, washers and other threaded products which pertain to our industry.
We are a moderate-sise company with sales of over $3,500,000. (We employ between
30-35.) Our Company is celebrating its 20th year of business this year. Last Satur-
day marked my 28th anniversary. , ,

e 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 gears

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 businesses have
an overhead cost factor of 25 percent or more. The only way the distributor could
stay in business was to buy in largep guantities and sell in smasller lots, thereby
taking advantage of quantity pricing differentials. They were prevenied from
accepting large quantity orders. During the period from the fall of 1850 to 1835
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. o _

Then and now almost 28 years later, these same fastener manufacturere still have
that same anti-jobbher 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 bave their
orders cancelled by their customers. The jobbers paid whatever price they had to,
iust to be able to come up with the parts. Our company lost several good accounts

use 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, férce us to start importing items we had
not imﬁorted before. )

We have been given no assurances from the manufacturers that they will con-
tinue selling jobbers if a high tariff makes importing prohibitivc. The loss 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 companies which need the imports
to be able to compete at all. ) .

Prior to the Great Depression, country after country retaliated our re-
strictive tariffs by putting equally restrictive barriers on our ucts. Are we
p to go this round ? We are trying to get Japan to buy more of our
produce and other products. If we place restraints on her, what incentive does
she have to buy more from us? Senator Moynihan who was our Am 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 jeopardise our already strained
relationship? . i a .

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-
Pamea do not have the where-with-all to forecast their needs six months or-longer.

t 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 maintain an inventory control system.
They usually place their order at the time they run out. If that stocking 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 whoee 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 runs let it run. If the
manufacturers start ordering new uigment 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 grnnted 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? - ' . L ‘

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 info 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 1247 billion pounds, the 704 million imported pounds would
represent only 58 percent of total usage. o . :

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 vears old. . . L .

1 strongly_believe that any manipulation of pricing in_the market by increased
duties would hurt everyone in the long run, therefore, I ask you to mustain the
decision of the President and turn down the request for high tariffs. Let us get
back to the concepts of Adam 8mith. We have the know-how, the competitive
ability to be the best. we must get out of 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.

Thank you.
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Senator Rimsicorr. Our next witnesses will be John Sheehan and
John Oshinski.

Mr. OsHiNsEI. Mr. Chairman, my name is John QOshinski. 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. I

Senator RiBicorr. All right. o

Mr. OsainsEL Appended to our summary statement is a full state-
ment, which we would ask to have included in the record. -

Senator Riercorr. Without objection, the full statement will be in-
cluded in the record, as if read. '

Mr. Osminskr. Thank you, Mr. Chairman.

STATEMENT OF JOHN L. OSHINSKI, INTEﬁNATIONAI. REPRESENTA-
TIVE, UNITED STEELWORKERS OF AMERICA

Mr. Osminski. 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 the 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. N : . | | '

One is the support for section 201 procedure. I am sure that there
are some on the committes 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-
co! . : -
Such 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. S
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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
ln]ury- . 4 *

Our union, the United Steelworkers of America, appears before
you today not to redevelop the case of economic injury, but to elicit,
once in, the political and legislative decision which established
the ITC in the first place. We seek now the political decision to sup-
port the ITC which the Congress created and to reiterate the
commitment that our trade policy can be responsive to injury if it
-does ocecur. : , .

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, B

ut 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 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. ,

In our appended statement, Mr. dmiman, 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 30-percent duty for that impacted industry
and the President likewise refused that decision. ‘

Two: Support for steel antidumping enforcement. While there has
been 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, biit 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 ITC 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 heen discussed earlier today. ' .

. A charge can, therefore, be made that, by enforcing the antidump-

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 iniury 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 unem]ployme_nt 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. , S o ,

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. ' ‘ o

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 Rieicorr. Thank you very much.

[The prepared statement of Mr. Sheehan follows:]

TesTIMONY OF JOHN J. SHERHAN, LEGISLATIVE DIRECTOR,
UNITED STEELWORKERS OF AMERICA :

I. 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 I;:::ptratxon. We seek a co ional resolution that Congress not
approve the idential action to reject the ITC recommended remedies.

"here 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) Bupport for section 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 respondm% to such situation. In ad.ition, the Congress
concerned that ri*id protection might prevail if no relief system was incorpomgetl'
in the Act, liberalised the escape clause provisions of the 1962. 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 Tarif Commission (ITC). ] .
While the Congress should certainly be concerned that the ITC is not exercl_su;s
its nsibility in an arbitra{{_an capricious manner, it should be determin
that the role and function of the ITC not be undermined. The determination of
injury under the 1974 Act is not a political decision but an economic one. Hence,
the Congress auite 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 le%ol_atwe-_-_de_cmon
which established the ITC in the first place, We seek now the political decision to
support the ITC which the Congress created and to reiterate the commitment that
our trade policy can be responsivé to injury if it does oceur. o L
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 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

?f angreas, as embodied in Scction 201, to provide relief when injury has been
ound. .

(2) Support for steel antidumping enforcement

. While there has been hesitancy and even opposition to the trigger price mecha-
nism as a means of implementing the antidumping laws, there seemed to be a con-
sensus that “dumped” steel should not enter our markets. Whether an ,exfed.ited
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 trigger price but industrial 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 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 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 loes 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—dumpingeprovisiona 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 1TC relief, the only alternative left to workers is to
obtain and exhaust their TR.A benefits. And then what? That unanswered question
is the political and legislative issue before this Committee. We feel that unemploy-
ment 18 & domestic 1political 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.

II. PULL BTATEMENT

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 bargainir
purposes, a significant number of workers employed in the domestic industria!
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 specifi-
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 grievously injured due to our national trade
licies and we seek legislative relief, we are instructed by the Congress or the
xecutive Branch, to avail ourselves of the already available escape clause pro-

“visions, We sre told that if we meet the tests that the Congrees has set for%

through the ITC, that then we shall receive relief. In that regard, Congress di
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statutorily set relatively exacting standards or measurements to determine injury

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
suc_h_exrhcxt remedies Congress was moving the trade issue from one of a )
political context to a policy where objective analysis was determinative. it{
regard to the industrial fastener industry, we contend that the President has
completely disregarded the stated Congressional 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 rem 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 engage in such expensive
and futile exercises. -

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
!eswlauon, certainly more restrictive, with more effective provisions to enable
industry and labor to gain relief. '

of trmt;culm: 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 tri]gger rrice 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, machinerg, 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: L

(1) 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 groduca are as low as one or two mills per
pound. The increase prescribed would have a very small or negligible effect on the
total cost of good which use nuts, bolts, and screws. The President 2cveloped 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. This grgument. 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 fri nefits 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 industrial
areas are already heavily impacted by unemployment. In order to achieve a na-
t‘i)%x:al allxld re%ional 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 is a presumption and is highly specu-
lative. Our trading partners have erected many trade barriers to our products, and
this relief should not effect retaliation in view of the level of imports in thoee
products—88% of consumption. This is a very high penetration. )

We respectfully reouest that the Committee override the President’s action and
concur and support the resolution before it. . ) .

e ITC. a8 we know, on December 8, 1077, after a six-month inveetigation,
did affirm in its report to the President, that the industry was indeed seriously
injured or substantial threat of serious injury existed to that industry.

39-428 0-78- 1)
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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
535 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% in 1976—again rising at the rate of 20% in the first half of 1977 over the like
perxo;its of 1976. Thus, the statutory requirement has been met with respect to rising
imports. i

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 cuthacks 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 laving 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 unemplovment 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 scope 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 50% capacity. R

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 emphasige 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 26% in the third
year and 20% in the fourth and fifth years respectively. -

There is an amasing parallel of the Fastener Industry with that of the case of
the domestic high carbon ferrochrome industry (HCF). Both are highly capital
intensive and both are technologically effirient with skilled work forces.

That industry also sought relief in the Section 201 escape clause provision when
its vervy existence was threatened by the flood of imports from foreign sources,
largely South Africa.
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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 injury
to the domestic mdust:;yh. To counter-balance such import penetration the Com-
mission recommended the :x:g;oqmon of rates of duty to %e increased by 30%
the first and second years, reducing to 26% 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 dut
were assessed the cost of a ton of stainless steel would rise less than 134 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
_to(zil otf stainless steel which sells at $15.00 per ton to preserve jobs and a neetfed
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-
u:ig 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. B

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 Risrcorr. The committee will stand in recess.

[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 oF SENATOR JouN HEINZ

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-
}ﬂcted by imports could petition the International Trade Commission for relief.

e 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. i

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 ali)prox3mately 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. .

ut 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
roduct that we cannot fail to maintain an adequate domestic source of supply.

e 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 impoeition 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 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 severel
weakened when foreign nations realize that much of our trade legislation, includ-
ing Section 201 of the Trade Act, remains a paper “iger. 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
tukes 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. Chatrman:

Church and Clark, located in Dallas, 'rexaa_, is a manufacturer of
fastener products, primarily of two types: carbon stee! 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.

1 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", (eb percent of the usage) was 8 cents each, My
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cost was § 1/2 cents each. By 1961, the Japanese and Belgians saw the
potential volume in the item and their importers were offering this éame bolt
to my customers for 4 1/2 cents each. ‘

I was also a manufacturers agent at the time I started this company.
Howe\;er, 1 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. 1
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 hzd taken over a large portion of'the volume in standard boilts in thc; -
previous five years. I was forced to close the business, but fortunately waa
able to do so without bankruptcy because of my income ;18 a manufacturers
agent.

From 1961 through 1969 I brokered foundation bolts to smaller dealers.
By 1970 the selling price of imports was back up to over 7 cents Lach. The
larger American manufacturers had discontinued producing these 1/2" x 8"
bolts because they were not profitable. We acquired more modem, 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 anticipats
their needs by bu}ing from importers. By 1974, importers were bringing the»“
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 buslneés: 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 up'and without the voh_lme we would no-t cover our
6i>ligat10ns. ;l‘o replace the volume lost to lm.ports, 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 resldenuai 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. Light
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 ha—\/relqult making this pro-
duct and have started importing. In 19.77 our share of the market was approx-
imately $§2.5 million. In 1978 we predict we will drop a million dollars or
more in saias. 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



customers in Chicago, St. Louis, New Orleans, and Houston and elsewhere
advise ;xs 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
percerit duty recommended by the Intemational Trade Commission was made
before trigger prlcés 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 ;ve 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 Inﬁian. 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) 1dle $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 predi-——
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 manmufacturers and workers are already
subsidized by their govermnments. '

- I urge the members of this Committes to support Senate Concurrent
Resolution 66 and give the import relief we-deserve under your legislation,

the Trade Act of 1874.
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(3 CANADIAN FASTENERS INSTITUTE

Owe Yonge Street. 1oronto, Onturio MSE 1f9 Telephone (416)363-7261

March 30, 1978.

Senator Abraham Ribicoff,

Chairman,

Senate Finance Sub<Committee on Trade,
United States Senste,

Washington, D.C.,

U. S. A.

Senator Ribicoff:

We are very appreciative of this opportunity to present the views of
the Canadian Fastener Industry before the Senatorial Hearing being
held 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 screws of iron or steel”.

Our view is that the working relatfonship, between your country and
ours, in the fastener industry {s 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-Committee in
its work.

Thank you,

Peter G. Garneau,
Manasger.

PGG/mlrx
Attachment o
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(’ CANADIAN FASTENERS INSTITUTE

One h;ng.e Street, Toromro, Owtariv MSE 1J9 Telephone (416,363-7261

A STATEMENT OESCRIBING THE PARTICULAR RELATIQONSHIP
BETWEEN THE CANADIAN FASTENER INDUSTRY AND
THE AMERICAN FASTENER INDUSTRY

PREPARED FOR THE INFORMATION
OF
SENATOR ABRAHAM RIBICOFF
CHAIRMAN
SENATE FINANCE SUB-COMMITTEE ON TRADE
U.S. SENATE, WASHINGTON, D.C.

.- WITH REGARD TO

THE PUBLIC HEARING ON THE DETERMINATION OF
THE PRESIDENT NOT TO PROYVIDE IMPORT RELIEF
UNDER SECTION 203 OF THE TRADE ACT OF 1974
TO THE DOMESTIC INOUSTRY PRODUCING BOLTS, NUTS, -
AND LARGE SCREWS OF IRON OR STEEL, TO BE HELD
COMMENCING APRIL 4, 1978

March, 1978
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INTRODUCT I ON

The Canadlan Fasteners institute Is a trade assoclation 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 respectful ly 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 (1) reveal an average annual surplus of over flfty miltion
dollars ($50,000,000) in favour of American fastener producers through
the period 1973-1976 (approximately fifty-eight miillon dollars -
($58,000,000) annually (975=1976). Needless to say, this two-way

trade in fasteners between our two countries is highly favourable to .
American tastener producers and has brought meny benefits to it and to
industries dependent upon it. Far from injuring their American counter-
parts, Canadlan fastener manufacturers provide their American customers
(who In many cases have branches in Canada or export their manufactured
products to Canads) with 8 reiiable source and service of quallty
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 greatiy btenefit the
North American fastener industry and consumers.

Manufacturers and customers on both sides of the border consider North
Amsrica as a single market where the fastener producing companies seil

to the same customers on both sides of the border in many cases. They
share common associations |n trade organizations and menufacture all

of thelr products to identical standards on similar tooling and suxilliary
oquipment, 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, tooiing and packing
are basically the same, as In the cost of raw material, which Is purchased
from a similar combination of captive, other domestic, and import sources.

The single (ndustry concept has been recognized by the Capscrew and

Special Threaded Products Bureeu, which, on June 14, 1973, submitted

8 request to the Ways and Msans Committee of the Unites States House

of Representatives urging "that Canadian manufacturers of screws and

special threaded producfs be considered as belonging to the special

category of North American manufascturers who are not undermining the welfare
of the United States threaded fastener manufacturers". (2}

(1) Appendices A. and B.
(2) Apendix C.
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We have also noted that at a8 public hearing of the international Trade
Commission in Cleveland, Ohlo, on Aprii 10 and 11, 1975, Mr. H.E. Geissler,
Vice-President of Lamson & Sessions Company, in referring to large ’
increases to imports of Fasteners, unfair competitive practices and possible
monopoly at the expense of the American consumer, cleariy exempted Canada
trom these charges and sald that American fastener products are quite
capable of "holiding their own" with our "neighbours up north" (Canadian
fastener producers). In tact, In its Report to the President dated
Oecember 9, 1977 based on the hearings In Washington on September 29 and 30,
1977, USITC Commissioner italo H. Ablondl stated: ="It Is dlfticult 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 Canads in such articles.” (3)

LABOUR

It |s pertinent that one of the co-petitioners of the U.S. |.T.C. was the
United Steel Workers of America. The substantial mejority of Canadlan
product affected by the |.T.C. recommendation Is produced by Canadian
members of the U.S.W.A. We do not belleve the U.S.W.A. wouid wish 1O see
thelr Canadian assoclates seriously Injured by the selection of a method
of control of Asian imports that adversely and unduly affects Canada.

THE U.S. INTERNATIONAL TRADE COMMISSION RECOMMENDATION

The |.T.C. reported to the President that imports, primarily from Japan,
are & substantial cause of serious injury, or the threat thereof, to
domestic producers.

The Commissions's own statf study of possibie remsdles addresses itself
exclusively to Japanese imports as evidenced by [ts assumption of extrs
lead times on imports, and by Its use of only Japanese costs in the
regression equations.

The same study conciudes that a duty rate of 40%f 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 (exciusive of trade under the Auto Parts
Trade Agreement) total approximately % miilion gggnd; or 8% of all U.S.
imports. Canada's uynique simllarity with the J.5.A. cost base for labour
and meterials render |t entirely Incapable of competing in the face of 8
308 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
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The net effect of implementation of the |.T.C. recommendation will be

to virtually eliminate Canada as a source. However, such a result would
not reduce the volume of fasteners 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
Iinstitute does not see how this can possibly be considered a viabte U.S.A.
solution to the injury determination.

Faced with the loss of {ts American market, and with an already -
overwheiming 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 goais of reliance on North American Industry for
materiais which are vital to our mutual defence.
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ATTRDIX A
-Unlted Scaces Yastener Izoorsy
from AL Trom 2 Canada
Semsries Sa0aca of Jocal
646.4920 Lag Screws or 3olts (thoussad
of Irom or Steel Groas)
1,698 4 0.3
2,038 2 0.1
1,269 3 3.0
299 10 0.3
,m 16 0.6 -
2,09 2 0.1
7,184 3 0.3
19,347 20 0.1
€44.5400 Solcs, and Boles & {thoussnd 1b,) .
Huts Imported in same .
123,292 135,092 12.3
125,089 18,772 12.6
128,904 2346 15.8
137,258 24,813 1.8
164,609 26,932 16.2
226,493 30,073 13,3
140,643 13,29 10.9
194,369 19,370 10.0
$46.5600 Buts of Irom or Steel (chousaad 1b.)
163,661 4,938 3.0
176,062 3,946 3.4
163,613 S, 443 3.4
194,012 3,407 2.9
215,528 6,791 3.2
301,613 8,726 2.9
208,038 3,168 1.6
20,390 12,461 5.4
$46.6320 Csp Scraws of Irca or (thousand Grose)
Steel tiich Shank or
Thresd Disnster Over .24%
13,102 33 - 4.1
U,209 h Lt 2.4
1,46 303 4.4
164,294 883 3.5
19,602 1,433 7.4
33,968 2,402 6.
170,361 »090 13.0
243,907 26,241 10.8
646.6340 Scrwws of Irom or (tbousand Gross)
Sceal with Shaak or
Thread Diameter Over
240" xxs
4,102 112 4.2
$,138 167 3.
3,417 108 2.0
7,303 203 2.8
6,91 402 5.9
7,018 [13) 9.3
11,568 453 S.7
542 3.3
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APPIMDIX 3
U.S. YASTENER E
($ MILLIONS)
Usder the Autowotive Parts Trads Agreement: .

U.S. Imports Canadian Imports U.S.. Surplus

From Canada 1l° From U.S.A. 2-
1973 17.7 39.5 21.8
1975 18.3 50.2 .9
1976 - 30.7 62.2 1.5
General fastener products ‘AP’!A trads excludad):

U.S. Imports Cansdian Isports U.S. Surplus

From Cansds 3- From U.8.4.4¢
1973 17.8 . ’ 42.2 24.4
1974 43.6 - 337 ) 10.0
1975 22.0 $2.2 30.2
1976 28.1 51.0 22.9
Jotal fastener trade: )

U.S. Imports Canadisn Imports U.S. Surplus

From Canads ¥rom U.S.
1973 5.5 81,7 46,2
1974 61.7 100.1 38.3
1973 40.3 102.4 62.1
1976 58.8 113.2 54.4

1. U.S. Buresu of Commerce catalogus IM 146, tariff item 646.7900

2. Statistics Canada special tsbulation cross vefarencing tariff iteas
95002-1, 95004~1, and 95006-1 (APTA) with commodity classes 4635-06
through 465-49 covering screws, bolts, rivets, wvashers and nuts.

3. U.S. Bureau of Commerce catalogus IM 146, cariff ftems 646.4920,646.4940,
646.5100, 646.5300, 646.3400, 646.3600, 646.5800, 646.6320, 646.6340,
646.6500, 646.7000. :

4. Statistics Canads "Trade of Canada-Imports” catalogua.

29-428 0 -18 - 12
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v and |
Cgpmia-[ Threaded Products Buucw

8( umnn AVW‘N.WYOMN.Y lNl? 218 901.3090

h ,.‘ R

' ER : Jize 14, 1973
John M. Martin, Jr., Eaq. s .
Chief Counsel, Committee on Ways and Means. . L
United States House of Representatives - SRt
1102 mgvo:th House Oftice luud.ug e Cs

mbjcctc Snppl.mnt ta sutme ot Goo:go ?. Byrm J=.
L -Bafore the Ways and Means Comittes,
mud sneu Bouse of Reprsaantatives on
¥av 21, 1973

-

DO‘:‘ )lr. meus

- A8 :op:ounnun c! m up Screw and 8}031&1 !‘brudod rroeueu
Bureau, the menbdership of which includes manufacturers of cap screvs
and special threaded products, located both in ths United States and
Canada, T respectfully request ard urgs that no changes in H.R. 6767
be recommended by the Ways and Msans Coxmittee of the Bouse of
Rapresentatives which would in any way upset the Automotive ZTrade .
Agraement betwesn the United States and Canada, or any trade relationshis
with oar good friends who manufacture screws and special threaded product:
- 4in Canada. We also respectfully request and urxge that when H.R. 6767
is discussed by the Ways and Means Committee in its Executive Sessgion
that Canadian manufacturers of screws and special threaded products
" be considersd as belonging to the special category of Nozth Ameriecan,
aanufacturers wvho are not undonlal.nq the welfars of un.ttod States
threaded fastener mtutm:s.

In accordance with our conversation with your office today,
Please add this letter to my statament (title pags attached), before
the Ways and Means Cormittes on May 21, 1973.

_ Yours very truly,
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the following is an excerpt from the United S .
tates Internationsl Trade Commissio
Report on Iovesetigation Mo. TA-201-27 under Section 201 of the Trade Act of 197‘?

December, 1977.......... pg116
largest fastensr-consuming market in the United States and its production
has vastly incrsased cowpared vi.:h> production during the 1975 investigation.
Furchermore, this important market is supplied slmost exclusively by U.S.
producers. 1o sddition, 7 to 8 parceat of U.S. aﬁip-uu are captive
shipssnts produced solely for intracompaay use. _

Uoder section 201(b)2(s) the Commission is slso .nqu.kod to investigate
significant unesploymsnt or undersmployment within the dowsstic industry.
Daspite somevhat lover levels of employment after 1975, it sppears that
sany fires have experienced difficulties in hiring skilled laborers..
Neverthsless, man-hours worked have increased from 26.5 aillion in 1975
t5-29.6 alllion on an asnualized basis for the period Jasuary-June 1977.

The incressed productivity noted in our 1975 investigation continues
to date. ]

The Comnissicn alsc ianvestigated othar sconomic factors vhich hava s
bearing on the quastion of seriocus iajury.

The domestic industry has not oanly maintsiced but incressed its u.;u.
export msrket. U.S. exports of bolts, nuts, and isrge screws of irom or
steel increassd from 172 millicn pounds in 1975 to 197 millien pounds in 1976.
During January-Juns 1977, exports amounted to 106 million pounds, 6 percent
greatar than in the corresponding period of 1976. The value of exports
increased from $101 millfon 1ia 1975 to $107 million in 1976. The value of
axports du:m January-June 1977 wes 10 parceat higher than {n the corres-
ponding period of 1976. It should be noted that vhereas U.S. imports of
Cansdisn articles totaled $58 million in 1976, U.S. exports to Csnsds

smounted to $9% million during the same year. It {s difficult to nc.ouenc
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The following is an excerpt from the United Stetes Internstional Trade Commission
Report on Investigation No. TA-201-27 under section 201 of che Trade Act of 1974,
December, 1977...ccc0cuereasvncecpgt 17

hovv.;. imports from Csnads can be specifically cossidared a cause of
serious injury to the domestic industry whes the United States enjoys
such a sizsble trade surplus with Cenads fa such articles.

It should slso be noted, in 1976, 20 to 25 perceat of all imports of
bolts, outs, and large screws wers sold to'or isported by U.S. producers
or their wholly owned distributors. ..

Stace the last investigation, U.S. producers’ shipments incressed from
1.0 bilifon pounds {a 1975 to 1.1 billion pounds ia 1976, U.S. producers’
shipments registered $96,000 pounds during me pﬂ. 11 percent
higher than in the corresponding period 1976. Thass isprovements ia ship-
sents have occurred despite & sizable decline in U.S. producars’ inventories,
vhich had fallen from 308 million pounds ia June 30, 1975, to 215 uillicn
pounds on Juna 30, 1977.

Soncluston

All the availsbls dats reveals that conditions withis the domestic
iadustry have not chsuged to tha extent that would wertant s differeat
determinstion. In the abseace of change conditions to the comtrary I
= e:ucruud to affirm my 1973 dstermisstion that increased imports
of bolts, puts, aud large screws of irom or steal sTe mot s substantisl
cause of sarious injury, or the threat thersof, to the domestic
industry producing an srticle like or dirécily competitivs with the
imported articles.

AR
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Wostorn Unien 131461
RCA 22960¢

April 4, 1978

A\LLED INTEENATIONAL=

AMERICAN EAGLE TRADING CORP.
77 PURCHASE STREET o RYE, NEW YORK 10580 o (914) 967.5700

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 aﬁ employed by the Allied
International-American Bagle Trading Corporation in Rve, New York,
who employs 80 Americans, This firm impofls 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 factorv. 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 poliéically unpopular but it
was the right.declsion.

Testimony before the Trade Commission has indicated the d&mestic
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
backétound, I wish to ppint out to the Committee that there are
4,000 American distfibutors 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. .

The duty increases suggestgd by the Trade Commission will raise
our selling prices some 24% on average anﬁ 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 hiqher
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
Comnission 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: -
1. Fast write off for new plant and machinery
2. Hode:atioﬁ 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
ovaé}lde, our _own inventories would be worth about 25% more. Despite
this I maintain it is bad for the conaumef, terrible for the distri-
butors who have never been adequately serviced bv the domestic
industry and damaging to the economy of the United States.

If the imports are too high, all the domestic factories have
to dpvis stop importing and go back to work with whaﬁ available
Tebor—they—can find. Such an action on' their part would.reduce the
1mpor€§'EZISQ"EES'I§75 level since the Commission found that domestic

producers account for 20% 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 Poreign Exchange added another 158. - - .

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. ' " o

Most of the discussions have been about Japan and the U. S.
But there are other countries involved. I would like to point out
that the recommendation; of the Trade Commission have an effect on

these countries which I am sure the Congress would not like to have:

B e R —

Nt
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1. CANADA: This country imports from the United States
more taatenpra-than they export tb us, A duty increase
. would quickly cause the Cnnadlang to stop importing
. fasteners from our cbuntry.

2.  INDIA AND OTHER THIRD WORLD COUNTRIES: These 6mall

manufacturing complexes are just getting started and the
imposition of a 30% duty just about knocks them out of
the mArket altogether. Why give them money ;t 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, 1 realize you have an obligation to help your
constituents, but the two remedies I have :ugqa:ted'will do a lot
more for them than an override. New tariff barriers are not 1n~the
national interest.

This is substantially the same testibony I have given-.the other \
body. However, I must add that this industry is a "collusive" one, --
or -in simpler ter-s; 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 ono'

of his capacities. It is n& 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 dgcision.

Thank you for giving me the opportunity to appear before

you.



170

STATEMENT orf 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
%roductxon, herewith submits its views to the Subcommittee on International-

rade 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 findings 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 previous’}y 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 U.S. market beneath Japanese production costs. One of the
most obvious ways for foreign producers to circumvent the Trigger Price Mecha-
nism is to ahiﬁ 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 US.
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 Davip J. STEINBERG, PRESIDENT OF THE U.8. COUNCIL FOR AN,
OreEx WorLp 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
iteelf 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 pro[)erly rejected the ITC's recommendation of import relief,
but has nmproperlg neglected the advisability of a thoro 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 un?:irly 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 proviJ:ze the President with
essential material he ne 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 cquotas 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 pro(freesion 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 indust? and, where necessggr, modx[g these import controls where they
tend to harm domestic fastener production. Such 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
spgroach that is needed in such matters. L

y the same token, the 232 national-security invesitgation now in process con-
cerning fastener production does not adequately address the national-security
dimensions of this industry’s situation. It only addresses the auestion -of whether
imports of fasteners impair the national-security capability of this industry. It
does not address the whole question 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 pational-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 1t is needed in a strategy calculated to find solutions
to the overall problems of this vital industry. .

In short, don’t override the President’s.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 CoMMiIssioN Is NoT ADEQUATELY
ANALYZING THE IMPACT OF IMPORTS

A STATEMENT SUBMITTED 70 THE COMMITTEE ON FINANCE
UNITED S8TATES S8ENATE,

APRIL 27, 1978
By David J. Steinberg, President, U.S. Council for an Open World Economy)*

The International Trade Commission’s an#lyses 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. ,

1The U.8. Council for an Open World Economy is a private. nonprofit organization
engaged in rerearch and public education on the merits and problems of achieving an
open international economic rystem in the overall public interest.
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Under 8ection 201(b)8, the Commission, “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 “inveetigate and
report on efforts made by firms and workers in the industry to compete more
eflectively with 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 thro reasonable research and investment
efforts, steps to improve productivity and other measures that competitive indus-
tries must continuaily 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 succeeafullgeto 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.

t 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 phould consenuently be a significant part of the Commis-
sion’s report to the President and of the Commission’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 set-
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 ASSUCIATION OF PLASTIC FABRICATORS,
Washington, D.C., April 5, 1978.
Mr. MirHAZL STERN,

Stafy Director, Benate Committee om Finance, Dirksen Senate Ofice Building,
Washington, D.C. . -
Drar Mr. StEan: Enclosed is our statement, as substantial fastener users, con-
cerning (S. Con. Res. 66). the nuts-and-bolts issue,
We hope that you will include our viewpoint in your report to the Senate

Finance Committee. . N

The National Association of Plastic Fabricators fully supports the President's
decision to veto the recommendation of the US. 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, e M. Werrnics
Ezecutive 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 (8. 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
countertops, kitchen cabinets, furniture, toilet compartments, doors, casegoods an
a-‘all pﬁa:;h . Fasteners play a part in the selling price as well as the quality of

ese .

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 Scandanavia. 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 domestically.

This being the case, would an increased turiff 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
fustener. 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 resuit, 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, noth 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. . . L.

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. X

The American economy is based on competition, healthy competition, be it
Comestic 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
coasumer. We ask that you review those points which the President found to be
reluvant and find, as he did, that this additional burden to the American consumer
is uuwarranted, . o



