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MISCELLANEOUS TARIFF BILLS

TUESDAY, FEBRUARY &, 1980

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE, :
CoMMITTEE ON FINANCE,

Washington, D.C.
The subcommittee met, ursuant to notice, at 10 a.m. in room
2221, Dirksen Senate uilding, Hon. Abraham Ribicoff

(chalrman of the suboommlttee) presnding
Present Senators Ribicoff, Dole, and Danforth.
ress release announcing this hearing and the bills H.R.
2492 (S 1258), H.R. 2635, H.R. 2 H.R. 3046 (S. 1004), H.R. 3311,
H.R. 3591, HR. 3755 H.R. 4309 (5. 1275), H.R. 4738, H.R. 6089,
S. 1851, S. 1852, follow]

1)



Press Release $#H-1

. PRESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE

January 21, 1980 COMMITTEE ON F INANCE
SUBCOMMITTEE ON INTERNATIONAL TRADE
2227 pirksen Senate Office Building

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE TO

HOLD_HEARINGS ON HI§CBLLA8§OU§ TARIFF BILLS

The Honorable Abraham Ribicoff (D., Ct.), Chairman of the
Subcommittee on International Trade of the Committee on Finance,
today announced that the Subcommittee will hold a public hearing

on miscellaneous tariff bills. The hearing will be held at
10:00 A.H.z Tuesdaii Pebruary 5, I§§o, in_Room !iiI, Dirksen
Senate O ¢e Bu ng.

The following bills will be the subject of the hearing:

H.R. 2492 -~ To continue a previously-expired suspension
{8. 1258) of duty on crude feathers and down through
June 30, 1984.

H.R. 2535 ~- To provide a temporary duty suspension on
certain alloy steels used for making chipper
knives through June 30, 1982,

H.R. 2537 -~ To suspend through December 31, 1981, a
portion of the duties on strontium nitrate.

H.R. 3046 -- To suspend through June 30, 1981, a portion
(s. 1004) of the duties on assembled freight cars.

H.R. 3317 -~ To admit an organ and accompanying parts
and accessories duty free.

H.R. 3591 ~-- To reduce through June 30, 1981, the duty
on titantium sponge.

H.R. 3755 ~- To admit components of a tracker pipe organ
duty free.

H.R. 4309 -~ To amend the Tariff Schedules of the United

(s. 1275) States to provide for the proper classifi-
cation of certain cold finished steel bar
products, and for other purposes.

H.R. 4738 -- To reduce through June 30, 1981, the duty
on titanium sheet, plate, and other rolled
titanium products.

H.R. 6089

-~ To prohibit until January 1, 1982, the con-
version of specific duty rates on certain
unwrought leaq to ad valorem equivalents.

5. 1851 =-- To continue present duty-free status of
equipment purchased in Panama for, and
repairs made in Panama to, U.S. vessels.

S. 1852 =-- To suspend through June 30, 1982, the
duty on certain peppers.
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Requests to testify.--Chairman Ribicoff stated that
witnesses Eengring to testify during this hearing must make their
requests to testify to Michael Stern, Staff Director, Committee on
Finance, Room 2227, Dirksen Senate Office Building, Washington, D. C.
20510, not later than Thursday, January 31, 1980. Witnesses will
be notifled as soon as posaIS*e after this date as to whether
they are scheduled to appear. If for some reason the witness is

unable to appear at the time scheduled, he may file a written
statement for the record in lieu of the personal appearance.

Consolidated testimony.--Chairman Ribicoff also stated
that the Subcommittee urges all witnesses who have a common position
or with the same general interest to consolidate their testimony
and designate a single spokesman to present their common viewpoint
orally to the Subcommittee. This procedure will enable the Subcom-
mittee to receive a wider expression of views than it might other-
wise obtain. Chairman Ribicoff urged very strongly that all witnesses
exert a maximum effort, taking into account the limited advance notice,
to consolidate and coordinate their statements.

Leg;alative Reorganization Act.-~Chairman Ribicoff observed
that the Legislative Reorganizatlon Act of 1946, as amended, and the
rules of the Committee require witnesses appearing before the
Committees of Congress to file in advance written statements of

their proposed testimony and to limit oral presentations to brief
sumnarfes of their arguments.

Chairman Ribicoff stated that in light of this statute
and the rules, and in view of the large number of witnesses who
desire to appear before the Subcommittee in the limited time avail-
able for the hearing, all witnesses who are scheduled to testify
must_comply with the following rules:

1. All witnesses must include with their written

statements a one-page summary of the principal

points 1nc1ud§§ in gﬁe statement. N
2. The written statements must be typed on letter-

size (not legal size) paper and at least 100
copies must be delivered to Room 2227, Dirksen

Senate Office Building not later than noon of
the last business day before the witness is

scheduled to appear.

3. Witnesses are not to read their “ritten state-
ments to the Subcommittee, but are to confine
thelr oral presentations to a summary of the
points included in the statement.

4. No more than five minutes wil e al £
the oral summary.

Witnesses-who fail to comply with these rules will for-
feit their privilege to testify.

Written statements.--Witnesses who are not scheduled to
make an oral presentation, and others who desire to present their
views to the Subcommittee, are urged to prepare a written statement
for submission and inclusion in the printed record of the hearings.
These written statements should be submitted to Michael Stern, Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office
Building, Washington, D. C. 20510, not latexr than Thursday,

February 15, 1980.

P.R. #H-1
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Union Calendar No. 216
nes= H, R. 2492
(Report No. 96-375]

To correct an anomaly in the rate of duty applicable to articles of apparel in
which feathers or downs are used as filling and to extend until June 30,
1984, the duty provisions applicable to crude feathers and downs.

IN THE HOUSE OF REPRESENTATIVES

FeBruARyY 28, 1979
Mr. JENKINS introduced the following bill; which was referred to the Committee
on Ways and Means
Jury 24, 1979

Reported with amendments, committed to the Committee of the Whole House on
the State of the Union and ordered to be printed

[Strike out all after the enacting clause and insert the part printed in italic)

A BILL

To correct an anomaly in the rate of duty applicable to articles
of apparel in which feathers or downs are used as filling and
to extend until June 30, 1984, the duty provisions applica-
ble to crude feathers and downs.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
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Thet part 6 of Schedule 3 of the Tariff Sehedules of the
Unitod Stetes (10 U-5.C: 1369 is amended by inserting im-
medistely after headnoto 3 of part 8 headnote the following
new headnete: . o
3- “Ror purpeses of this subpert or of Sehedule %

fea%hmerdmeueedaoﬁﬂmgmuﬂeleeefw

sh&llbedmegardedmdeeemmgtheeempenemﬁm- »

torinl of ehiof value or ohicf weight in tho apparel

Sno: 3: Liom 90390 of the Appendix to the Tariff
Sehed&ﬂesof&he@nﬁedSte&ee(—l-OU-S-G-i—%%hsmded
byehangmgthed&beshmm&he%ﬁeeﬂvepeﬁe&leohmn
frem “on erbefenJuﬂe%Wto orbefereJune%O—
1984

$86: 3 The amendsments made by the fires and seeond
gootions of thio Aet shall apply to erticles entered; or with-
bmkemmhmmb!mmpﬁmmm‘a{m&edm
of ennetment of this Aet:
That items 903.70 and 903.80 of the Appendiz to the Tariff
Schedules of the United States (19 U.S.C. 7120ﬂ2) are each
amended by striking out “On or before 6/30/79" and insert-
ing in lieu thereof “‘On or before 6/30/84"". ‘

SEC. 2. (a) The amendments made by the first section
of this Act shall apply to articles entered, or withdrawn from
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warehouse, for consumption on or after the date of enactment

N

of this Act. - T

(b) Upon request therefor filed with the customs officer
concerned on or before i;te 9th day after the date of the en-
actment of this Act, the entry or withdrawal of any article to
which item 903.70 or 903.80 of the Teriff Schedules of the
United States (as in ;ffect on .}dm 36, 1979) applied and—

(1) that was made after June 30, 1979, and
before the date of the enactment of this Act, and
(2) with respect to which there would have been
no duty if any of the amendments made by the first
seclion of this Act applied to such entry or withdrawal,
#hall, notwithstanding the provisions of section 514 of the
Taﬁf/ Act of 1930 or any other provision of law, be liqui-
daled or reliquidated as though such entry or withdrawal had
been made on the date of the enactment of this Act.

Amend the title so as to read: “A bill to extend until
July 1, 1984, the duty suspension on crude feathers and
downs.”.
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To correct an anomaly in the rate of duty applicable to articles of apparel in
which feathers or downs are used as filling and to extend until June 30,
1984, the duty provisions applicable to crude feathers and downs.

IN THE SENATE OF THE UNITED STATES

May 24 (legislative day, May 21), 1979

Mr. CocHraN introduced the foliowing bill; which was read twice and referred to
the Committee on Finance

A BILL

To correct an anomaly in the rate of duty applicable to articles
of apparel in which feathers or downs are used as filling and

to extend until June 30, 1984, the duty provisions applica- - -

ble to crude feathers and downs.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
8 That part 6 of schedule 3 of the Tariff Schedules of the
4 United States (19 U.S.d. 1202) is amended by inserting im-
5 mediately after headnote 2 the following new headnote:

6 “3. For purposes of this part and of schedule 7,
(

feathers or downs used as filling in articles of apparel
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shall be disregarded in determining the component ma-

terial of chief value or chief weight in the apparel

item.”

Sec. 2. Item 903.70 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202} is amended
by striking out ‘“6/30/79" and inserting in lieu thereof 6/
30/84".

Sec. 3. The amendments made by the first section of
this Act shall apply to articles entered, or withdrawn from
warehouse, for consumption on or after the date of enactment

of this Act.
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IN THE SENATE OF THE UNITED STATES

DeceMBER 4 (legislative day, NOVEMBER 29), 1979
Read twice and referred to the Committee on Finance

AN ACT

To amend the Tariff Schedules of the United States to suspend
for a temporary period the duty on certain alloy tool steels
used for making chipper knives.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1 of the appendix to the Tariff Sched-
4 ules of the United States (19 U.S.C. 1202) is amended by
5 inserting in numerical sequence the following new item:

“1911.29 | Alloy steel containing, in sddition to iron and by
weight, oot less than 0.48 nor more than
0.55 percent of carbon, not less than 0.20
nor more than 0.50 percent of manganese,
not less than 0.75 nor more than 1.05 per-
cent of silicon, not less than 7.25 nor more
than 8.75 percent of chromium, not less than
1.25 nor more than 1.75 percent of molybde-
num, none or not more than 1.75 percent of
tungsten, and not less than 0.20 nor more
than 0.55 percent of vansdium (provided for
in item 608.52, part 28, schedule 6).............. Free Nochange | Onor

before
6780/
82
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1 SEc. 2. The amendment made by the first section of this
2 Act shall apply with respect to articles entered, or withdrawn
3 from warehouse, for consumption on or after the date of the
4 enactment of this Act.
Passed the House of Representatives December 3, 1979.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.

By BENJAMIN J. GUTHRIE,
Assistant to the Clerk.
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Union Calendar No. 308
OO Sesgon H. R. 2537

[Report No. 96-563}

To suspend until December 31, 1982, a portion of the duties on strontium nitrate.

IN THE HOUSE OF REPRESENTATIVES

MagcH 1, 1979
Mr. BaAuMaN (for himself, Mr. FINDLEY, and Mr. HiLLIS) introduced the
following bill; which was referred to the Committee on Ways and Means
OcTOBER 26, 1979

Reported with amendments, committed to the Committee of the Whole House on
the State of the Union, and ordered to be printed

[Omit the part struck through and insert the part printed in italic]

A BILL

To suspend until December 31, 1982, a portion of the duties on
strontium nitrate.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1t of the Appendix to the Tariff Sched-
4 ules of the United States (19 U.S.C. 1202) is amended by

59-253 0 - 80 - 2
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1 inserting immediately after item 84310 in numerical se-
2 quence the following new item:

G45:45 | Bironsium niteste (provided for in Hem 40414

‘ pors 00, schodule 4} Free 6% adval:- | Onee
| before
{ ' e
| 3
| 1683
1 907.45 | Strontium nitrate (procided for in item 421.74, ’
| part 2C, schedule 4) Free | Nochange i Onor
' U before
: ’ Dec. 31,
! 1981
3 Sec. 2. The amendment made by the first section of this

4 Act shall apply with respect to articles entered, or withdrawn
5 from warehouse, for consumption on or after the date of the
6 enactment of this Act.

Amend the title so as to read: “A Bill to reduce until
December 31, 1981, the duty on strontium nitrate.”.
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To suspend the duty on freight cars until the close of June '30, 1981.

IN THE HOUSE OF REPRESENTATIVES

MagcH 19, 1979

Mr. FitHIAN (for himself, Mr. VANDER JaGt, Mr. STANGELAND, and Mr.
FiNDLEY) introduced the following bill;. which was referred to the Committee
on Ways and Means )

A BILL

To suspend the duty on freight cars until the close of June 30,
) 1981.

1 Be it enacted by the Se7;ale and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1 of the Appendix to the Tariff Sched-
4 ules of the United States (19 U.S.C. 1202) is amended by
5 adding, immediately after item 912.12, the following new
6 item:

01213 | Assemdled  freight carn  (pro-
vided for in item 680.15, sub-

part A, part 6, achedule 6)................. | Free

On or before ’
8/30/81

No change
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1 (b) The amendment made by subsection (a) shall apply
2 with respect to articles entered on or after the date of enact-

3 ment of this Act.
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To suspend the duty on freight cars until the close of June 30, 1981.

IN THE SENATE OF THE UNITED STA'FES

ApeIL 25 (legislative day, APRIL 9), 1879

Mr. BenTseN (for himself, Mr. Javits, Mr. Bavcus, Mr. DoLe, and Mr.
MELCHER) introduced the following bill; which was read twice and referred
to the Committee on Finance )

A BILL

To suspend the duty on freight cars until the close of June 30,
1981.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff Sched-
ules of the United States (19 U.S.C. 1202) is amended by
adding immediately after item 912.12, the following new

Sy O e W N

item:

812.13 Assembled freight ears (provided for
in itern 890.15, subpart A, part 8,
hedule 8) Free No Change | On or before
6/80/81 "
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1 (b) The amendment made by subsection (a) shall apply

2 with respect to articles entered on or after the date of enact-

3 ment of this Act.
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IN THE SENATE OF THE UNITED STATES

NovempEeR 28 (legislative day, NoveusER 15), 1979
Read twice and referred to the Committee on Finance

AN ACT

For the relief of Ohio Wesleyan University, Delaware, Ohio.

Be it enacted by the Senate and House of Representa-
tives of the United Stales of America in Congress assembled,

That the Secretary of the Treasury shall admit free of duty

1
2
3
4 one organ (including all accompanying parts and accessories)
5 for the use of Ohio Wesleyan University, Delaware, Ohio,
6 such organ being provided by Johannes Klais Orgelbau K.G.,
7

Bonn, Federal Republic of Germany.
8  Sec. 2. Ifthe liquidation of the entry for consumption of
9 any article subject to the provisions of the first section of this

10 Act has become final, such entry shall be reliquidated and the
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2
1 appropriate refund of duty shall be made, notwithstanding
2 section 514 of the Tariff Act of 1930 (19 U.S.C. 1514).

Passed the House of Representatives November 27,
1979.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.

By BENJAMIN J. GUTHRIE,
: Assistant to the Clerk.
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Union Calendar No. 310
O Soaon H. R. 3591

[Report No. 96-565]

To reduce temporarily the duty on titanium sponge.

IN THE HOUSE OF REPRESENTATIVES

ApRIL 10, 1979
Mr. VANDER JAGT introduced the following bill; which was referred to the
Committee on Ways and Means
OcToBER 26, 1979

Reported with an amendment, committed to the Committee of the Whole House
on the State of the Union, and ordered to be printed

{Omit the part struck through and insert the part printed in italic]

A BILL

To reduce temporarily the duty on titanium sponge.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 8 1 of the Appendix to the Tariff
4 Schedules of the United States (19 U.S.C“. 1202) is amended



(=T S| V)

20
2

by adding in proper numerical sequenceé the following new
item:

| 911.50 | Titanium sponge (provided for in item 628.15,
part 2J, schedule 6} 9% od. val. | Nochange | Onor
. before
8/30/81

SEc. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or withdrawn
from warehous.e, for consumption on or after the date of the

enactment of this Act.



21

96T CONGRESS
2o H, R, 3755

IN THE SENATE OF THE UNITED STATES

NoveMBER 28 (legislative day, NOvEMBER 15), 1979
Read twice and referred to the Committee on Finance

AN ACT

For the relief of St. Paul’s Episcopal Church, Riverside,
Connecticut.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That the Secretary of the Treasury shall admit free of duty
the components of the tracker pipe organ which were built
(pursuant to contract with Gerhard Hradetzky of Austria) for
St. Paul’s Episcopal Church, Riverside, Connecticut, and

_which entered at New York, New York, on January 19,
1979 (entry number 266710).

W =1 B Or = W DD e
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Sec. 2. If the liquidation of the entry for consumption of
any article subject to the provisions of the first section of this
Act has become final, such entry shall be reliquidated and the
appropriate refund of duty shall be made, notwithstanding
section 514 of the Tariff Act of 1930 (19 U.S.C. 1514).

Passed the House of Representatives November 27,
1979.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.

By BENJAMIN J. GUTHRIE,
Assistant to the Clerk.
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IN THE SENATE OF THE UNITED STATES

DECEMBER 4 (legislative day, NoveMBER 29), 1979
Read twice and referred to the Committee on Finance

AN ACT

To amend the Tariff Schedules of the United States to provide
for the proper classification of celd finished steel bars; and

for other purposes.

Be it enacted by the Senate and House of Representa-

[y

tives of the United States of America in Congress assembled,
That (a) headnote 3(i) to subpart B of part 2 of schedule 6 of
the Tariff Schedules of the United States (19 U.S.C. 1202) is
amended by striking out “or cut to lengﬁh” each place it
appears therein.

(b) The amendments made by subsection (a) shall apply

with respect to articles entered, or withdrawn from ware-

© O NN v e W N

house, for consumption on or after March 1, 1980.
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2
1 SEC. 2. (a) Subpart B of part 2 of schedule 6 of such
2 Tariff Schedules is amended by striking out item 608.50 and
3 inserting in lieu thereof the following: -

Cold formed:
606.87 | Finished, drawn, nontubular product, of any cross-
sectional configuration, cul lo length, and not over

0.708 inch in i cros

and coataining aot over 0.25 percent by weight of

carbon 5% ad val. 0.125¢ per
Ib. +20%
ad val.

606.89 | Other 7.5% ad val. | 0.125¢ per

Ib. +20%
ad val, g

4 (b) The amendment made by subsection (a) shall apply
¥5 with respect to articles entered, or withdrawn from ware-
6 house, for consumption on and after March 1, 1980, and be-
7 fore January 1, 1982.
8 SEc. 3. (a) Effective January 1, 1982, subpart B of part
9 2 of schedule 6 of such Tariff Schedules is amended by strik-
10 ing out items 606.87 and 606.89 (as added by section 2(a) of
11 this Act) and inserting in lieu thereof the following:

7.5% ad val. | 0.125¢ per

Ib. +20%
ad val.

“ ' 606.88 ( Cold lormed

12 (b) The amendments made by subsection (a) shall apply
13 with respect to articles entered, or withdrawn from ware-
14 house, for consumption on or after January 1, 198_2.

Passed the House of Representatives December 3, 1979.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.

By BENJAMIN J. GUTHRIE,
Assistant to the Clerk.

1
=4
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To amend the Tariff Schedules of the United States to provide for the proper
clagsification of cold finished steel bars; and for other purposes.

IN THE SENATE OF THE UNITED STATES

June 5 (legislative day, May 21), 1979

Mr. BavH, (for himself, Mr. RANDOLPH, and Mr. HEINZ) introduced the following
bill; which was read twice and referred to the Committee on Finance

A BILL

To amend the Tariff Schedules of the United States to provide
for the proper classification of cold finished steel bars; and
for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That headnote 3(i) to subpart B of part 2 of schedule 6 of the
Tariff Schedules of the United States is amended by deleting
the words “or cut to length’ wherever they appear therein.

Sec. 2. The amendment made by the first section of this
Act shall apply with respect to articles entereﬂ, or withdrawn

from warehouse, for consumption on or after the date of en-

O @ NNt W N =

actment of this Aect.
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To reduce temporarily the duty on titanium sheet, plate, and other rolled titanium
products.

IN THE HOUSE OF REPRESENTATIVES

Jury 11, 1979

Mr. Puitip M. CBANE introduced the following bill; which was referred to the
Committee on Ways and Means

A BILL

To reduce temporarily the duty on titanium sheet, plate, and
other rolled titanium products.

1 Be it enacted by the Senate and House of Representa-
2 lives of the United States of America in Congress assembled,
3 That subpart B of part 2 of the Appendix to the Tariff Sched-
4 ules of the United States (19 U.S.C. 1202) is amended by
5 adding in proper numerical sequence the following item:

| |

o% ad val ...150_:!‘3' ] On or before ‘
| a/50/81, 1"

SEec. 2. The amendment made by the first section of this

“|911.82 | Titsnium sheet, plate and other
rolled titanium products (pro-

‘ vided for in item 629.20, part 3J,

le 6)

-~y D

Act shall apply with respect to articles entered, or withdrawn
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2
1 from warehouse, for consumption on or after the date of the

2 enactment of this Act.

59-253 0 - 80 - 3
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To prohibit until January 1, 1882, the conversion of the rates of duty on certain
unwrought lead to ad valorem equivalents,

IN THE HOUSE OF REPRESENTATIVES

DeceMBER 11, 1979
Mr. FRENzZEL (for himself, Mr. GiBBONS, Mr. MOORE, and Mr. VENTO) intro-
duced the following bill; which was referred to the Committee on Ways and
Means

A BILL

To prohibit until January 1, 1982, the conversion of the rates of
duty on certain unwrought lead to ad valorem equivalents.

Be it enacted by the Senate and House of Re;uenlao
tives of the United States of America in Congress assembled,
That notwithstanding any other provision of law or any ex-
ecutive action having the force and effect of law, until Janu-
ary 1, 1982, thekoolumn 1 rate of duty for unwrought lead
other than lead bullion (provided for in item 624.08 of the
Tariff Schedules of the United States) shall be 1.0625 cents
per pound on the lead content, and the column 2 rate of duty

O W a3 O O B N

for any such article shall be 2.125 cents per pound on the
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lead content. Any conversion to ad valorem equivalents of
specific rates of duty on articles provided for in such item
624.03 that would, but for this Act, have taken effect on
January 1, 1980, shall apply with respect to articles entered,
or withdrawn from warehouse, for consumption after Decem-

ber 81, 1981.
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To amend the Tariff Act of 1830 to continue the present duty-free status of repair
parts, materials, and equipment purchased in Panama for, and repairs made
in Panama to, vessels documented under the laws of the United States.

IN THE SENATE OF THE UNITED STATES

OctoBER 1 (egislative day, JUNE 21), 1979

Mr. CRANSTON introduced the following bill; which was read twice and referred
to the Committee on Finance

A BILL

To amend the Tariff Act of 1930 to continue the present duty-
free status of repair parts, materials, and equipment pur-
chased in Panama for, and repairs made in Panama to,
vessels documented under the laws of the United States.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
8 That section 466 of the Trade Act of 1930 (19 U.S.C. 1466)
4 is amended by adding at the end thereof the following new
5 subsection:

6 “(g) The duty imposed under subsection (a) shall not
7 apply to the cost of repair parts, materials, and equipment
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2

1 (including fish net and netting) purchased in Panama or to

2 the cost of repairs made in Panama.”.
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To provide for & temporary suspension of duty with respect to certain peppers.

IN THE SENATE OF THE UNITED STATES

OcroBER 1 (legislative day, JUNE 21), 1979

Mr. DECoNcinI introduced the following bill; which was read twice and referred
to the Committee on Finance

A BILL

To provide for a temporary suspension of duty with respect to
certein peppers.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1 of the Appendix to the Tariff Sched-
4 ules of the United States (19 U.S.C. 1202) is amended by
5 adding, in numerical sequence, the following new item:

“ 1903.58 [ Peppers, anabeim, 6-4, long green (provided for

in item 187.10, part 84, schedule 1).............. | Free No change | Onor
before
8/50/
I
6 Sec. 2. The amendment made by the first section of this
T Act shall apply with respect to articles entered, or withdrawn
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1 from warehouse, for consumption after the date of enactment
2 of this Act.
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Senator RiBicor¥. The committee will be in order.

This hearing is being held to receive testimony on a number of
miscellaneous tariff bills. Oral presentations should be summaries
of the main points which the witnesses wish to make and each
witness has been informed that there will be a time availability of
5 minutes.

If the witness has a more complete written statement it will be
incorporated in the record of the hearing as if read.

The first witnesses will be a panel consisting of Mr. Ross and Mr.
Denison to present testimony on H.R. 3046.

Please proceed, gentlemen.

Mr. Ross. Good morning, Mr. Chairman. My name is Stuart Ross
and I am the general counsel for the Railway Prog'ress Institute.

I would ask that my statement be submitted and accepted into
the record.

Senator RiBicorr. Without objection.

STATEMENT OF STUART P. ROSS, GENERAL COUNSEL,
RAILWAY PROGRESS INSTITUTE

Mr. Ross. I will attempt to summarize it briefly.

We are testifying in opposition to S. 1004, a bill which would
waive the 18-percent import duty on railcars into the United
States. We believe that this legislation is uncalled for under gen-
eral principles and uncalled for specifically in this situation.

With respect to the introduction of this legislation, it was intro-
duced by Senator Bentsen in the Senate in April of 1979. I believe
that the genesis for this legislation was a particular situation deal-
ing with the Mexican freight car industry. Mexico as a developing
nation had enjoyed, in previous years, exemption from the 18

rcent duty because they had been importing into the United

tates less than 50 percent of all freight cars which were imported.

In March of 1978, as a result of the operation of the law, and
their importation of ai)proximately 95 percent of all cars which
were imported, Mexico lost that waiver from the duty.

Over the period of the last several years, there have been some
hearings which focused on this situation. We are informed that
_during 1979, Mexico did not import 50 percent of all freight cars
which were imported into the United States and we are of the
belief that Mexico will become the beneficiary of the developing
country exemption which would mean that they would be exempt
from the 18-percent duty.

Therefore, we believe that the specific need which gave rise to
this legislation insofar as it related to Mexico was no longer
present. ’

There are several other points which we believe more generally
address this subject. I represent domestic railcar builders, an ex-
tremely cyclical industry. Presently that industry has a backlog of
orders of approximately 119,000 cars.

But, as recently as 1976, there were only 30,000 cars ordered, and
in 1975, 36,000 cars were ordered.

Historically, when you go back as far as 1966, the average yearly
gad&;'o was 66,000 cars. Present domestic capacity is approximately

,000 cars. -
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All orders, I might add, are cancelable, and when there has been
an economic downturn, as has heen predicted by many of our
economic seers, the industry has suffered.

So we believe, based upon both the specific need, which we
believe the legislation was introduced for, and general principles
which would protect our domestic industry, that this legislation is

T unnecessary.

1 want to be mindful of my colleagues’ time, so I will stop right
now.

Senator RiBicorr. Mr. Denison?

Mr. DeNisoN. Thank you, Mr. Chairman.

STATEMENT OF RAY DENISON, DIRECTOR OF LEGISLATION,
. AFL-CIO

Mr. DENisoN. I am Ray Denison, director of legislation for the
AFL-CIO.

The AFL-CIO and the Railroad Labor Executive Association 8\?
poses this bill to suspend tariffs on imports of freight cars. We
believe the bill could permanently export U.S. production and jobs
from an industry which is esséntial for U.S. energy and agricul-
tural needs.

Freight car production directly affects the jobs of car men, elec-
tricians, machinists, boilermakers, steelworkers, and many other
v;']orkers, as well as miners and farmers whose output is shipped on
the cars.

I might point out that the most recent unemployment statistics
that were revealed last week show that there is a rise now in
" unemployment among adult males, particularly in the bluecollar
field, where unemployment has risen now from 7.2 to 8 percent and
undoubtedly some of that would be felt in this industr{.

It is our view that the suspension of this duty will not produce
one additional freight car and will not move 1 additional ton of
cargo. There is no way any foreign supplier can increase his capac-
ity through this period and the duty suspension will simply give
;alillroad car lessors and car purchasers a multimillion-dollar wind-

all.

This freight car producing industry is a stable, efficient industry
that provides 65,000 to steelworkers, machinists, electrical workers,
and others and has met all previous shortages and is now expand-
ing to meet U.S. need.

Whenever a duty suspension is voted it has been historically a
clear signal to multinational corporations and foreign producers to
expand their capacity in that industry. It also has been a signal to
domestic firms to abandon any expansion plans and to consider
relocation abroad.

This duty suspension bill is not for the relief of Mexico, but
would be a bonanza to Canada and other exporters of railway
equipment to the United States, including Romania, Brazil, and
Korea and could, in the long run, actually hurt the balanced
United States-Mexican trade. :

The United States is now buying every freight car that Mexico
has for export at the 18-percent duty. Mexico’s carbuilding industry
is booked to capacity and so is Canada’s and, in fact, Mexico is now
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receiving critically scarce freight car parts from the United States,
reducing the U.S. ability to manufacture additional freight cars.

So, for these reasons and others indicated in my testimony, the
AFL-CIO and the Railroad Labor Executives Association opposes
this bill and, attached to my testimony, is a list of shops and
facilities throughout the United States capable of expanding and
enlarging on any orders that might be received, if there is a cer-
tainty that we have a continued, stable industry.

Thank you.

Senator Risicorr. Thank you very much. .

[The prepared statements of the preceding panel follow. Oral
testimony continues on p. 52.]

STATEMENT OF STUART PHILLIP Ross, GENERAL COUNSEL, RAILWAY PROGRESS
INsTITUTE

My name is Stuart Phillip Roes. I am a partner in the law firm of Hogan &
Hartson of Washington, D.C., and serve as General Counsel for the Railway Prog-
ress Institute.

The Railway Progress Institute (RPI) is the national association of the rail and
rail rapid transit equipment and supply industrK. We represent approximately 150
of the country's leading industrial concerns which provide railroads and transit
authorities with locomotives, cars, component parts, tracks, cross ties, si just
about everything that goes into making a railroad or rail rapid transit system.

RPI :)xﬂ)orts retention of existing law which imroses an 18 percent import duty
on rail freight cars. Supporters of S. 1004, a bill to suspend this duty until June
30, 1981, say the legislation is needed to help alleviate the shortage of freight cars in
the United States. Making reference to an unusually large backlt;g of orders, they
say that domestic freight car producers cannot meet the demand for new cars in a
timely fashion. Despite the backlog, which the industry views as very soft, RPI
believes enactment of the legislation will have adverse effects on the U.S. car
building industry and its employees. We also believe that waiving the import duty
will have little effect on the total number of freight cars delivered in this country.
In considering this proposed legislation, we respectfully urge the Subcommittee to
note the following points:

BACKLOG OF U.8. INDUSTRY

The freight car building industry in the United States currently has a backlog of
orders of approximately 119,000 cars. There is concern in our industry over the
firmness of orders currently committed. While it is difficult to assess the solidity of
such orders, very few orders are non-cancelable; and history gargves that a downturn
in railroad traffic will result in cancellation of some of the backlog. A spotcheck of
several or our car builder members last week indicated new car orders have slowed
down considerably, and cancellations of orders already placed are occul . Space
is available for purchasers wishing delivery in 1980. There is an excess of box cars
in the fleet today. Auto and stee! traffic is down, and the effect of the recent
Russian grain em 0 on railroad traffic is still unclear. You can well understand
that the freight car building industry considers this backlog as very soft, and they
prgglicttezhe backlog of orders will decrease much more rapidly than deliveries would
indicate.

’ CAPACITY OF U.8. INDUSTRY

U.S. freight car builders and their component parts suppliers are victims of a
highly cyclical market. Orders for freight cars in 1978 totaled nearly 130,000 units;
and while twelve-month statistics are not available as yet, we estimate about
110,000 orders for new cars in 1979. However, three years ago in 1976 only 36,000
cars were ordered; and the year before that 35,300 orders were placed. Theee peaks
and valleys are a recurring trend in our industry. Obviously, such severe business
cycies make long-range planning impossible, operations less orderly, and cause
hardships for employees who, every few years, are furloughed because of lack of
work. ight car orders resultingqin shipments have averaged less than 65,000 a
year for the years 1966 through 1978. The U.S. indu.st?' includin%oboth private and
railroad shops have an estimated production camity of 85,000 to 90,000 cars a year,
more than ample to satisfy demand; more ti ample, in fact, to satisfy peak
demands in all but five of the years since 1966. The U.S. car building capacity
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exceeds the availability of certain components; thus, it is directly related to the
supply of the critical components such as truck castings, bearings, oouGIers, and air
brakes. Since foreign builders are dependent, to a certain extent, on U.S. suppliers
for many of these critical component parts, it is not likely that ordering cars from a
foreifn manufacturer would alleviate the current freight car shortage. Since there
is a limited supply of component J)arta available, those that go to foreign builders
would not go to U.S. builders and would reduce their building capacity. Further-
more, there is currently a resurgence of railroad rolling stock maintenance now due
in part to the infusion of capital from federal sources as well as that indirectly
offset by leasing companies.
EMPLOYMENT IMPACT

We touched briefly on the detrimental effect this legislation would have on U.S.
emplogsment. The import of only 3,000 freight cars means the export of as man{las
625 {o or 1.2 million hours of work. The lost jobs not only cause hardship for U.S.
employees affected but also mean payment of less federal, state, and local taxes and
a dampening of the economies of the communities in which affected workers live.
Fully constructed cars imported from Canada and Mexico are only part of the
problem. Duty reduction would also create an argument for waiving the import dutg
on component parts further compounding the 1:‘prt)blems of that segment of U.S.
railway supply companies and their employees. Furthermore, imgortation of foreign
cars will exacerbate the problems already experienced by the U.S. steel industry by
reducing the demand for U.S.-produced steel plates, sheets, and structural shapes as
well as other basic materials sourced in America.

BALANCE OF PAYMENTS

Although the U.S. balance of payments deficit is improving, it will continue to be
a problem as long as demand for mported oil remains high. Our country will not
benefit from legislation that will exacerbate the balance of payments deficit. En-
couraging the purchase of foreign-built cars will slow down the improvement of U.S.
balance of payments.
CONCLUSION

The Railway Progresa Institute has considered this issue several times. Both the
RPI Rolling Stock Committee, whose membership includes major U.S. freight car
builders and components supplies, and also the RPI Executive Committee, which
sets RPI policy, concluded that existing U.S. law imposing an 18 percent duty on
imported railroad freight cars should remain unchanged. There is serious concern
that, if the duty is removed and a precedent is set, it will be very difficult to have
the duty reimposed regardless of the market conditions in the U.S. If cars are to be
imported into this country, the existing duty should be paid, just as duty must be
paid when U.S.built freight cars or components are sold in foreign countries.

As a point of further consideration, it would be grossly unfair to reduce U.S.
tariffs without there first being a corresponding drop in Mexican and Canadian
duties. While this bill contemplates waiving our import duty causing harm to the
U.S. industry and its employees, I know of no reciprocal offer from Canada or
Mexico to waive duties on freight cars imported into those countries.

In today's market conditions, car orders are regularly being shopped in Canada;
and even the Mexican government, which owns not only the Mexican rail car
building plant but the national railroad as well, last year was seeking quotes on
cars from U.S. builders because there was no car building capacity available to
them at that time.

It should be stated that freight car building, as in any heavy manufacturing
business, is based on economies of scale. To upset those economics will ultimately
result in the U.S. railroads having to pay a higher price for their cars. Long-term,
U.S-built cars will remain more economical if employment and the demand for
componentry are maintained at consistent levels.

I would like to make one final point. It is our understanding this bill was
originally introduced in the 95th Congress to help Mexico which lost its duty
exemption for railroad freight cars granted under the Generalized System of Prefer-
ences.

There are certain competitive need limits ggrtaining to the Generalized System of
Preferences. These limits provide that any beneficiary country that exports to the
United States during the most recent calendar year, 50 percent of total U.S. imports
of the article or the value of its exports exceeds $25 millior adjusted annually to
reflect changes in the Gross National Product is to cease receiving duty-free treat-
ment under the GSP for that article. In 1977, Mexico exceeded the 50 percent limit
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for railroad freight cars; and in March 1978, the 18 percent duty was reimposed for
railroad freight cars.

These competitive need limits are reviewed annually by the Trade Policy Staff
Committee of the Office of the Special Representative for Trade Negotiations. It is
our understanding that Mexico did not exceed those limits in 1979 and will probably
become eligible for duty-free treatment for railroad freight cars in 1980,

With this duty waiver for Mexico being reimposed in 1980 under existing law, the
oriiinal goal of the sponsor of the legislation will have been met. Special legislation
such as S. 1004, which would give duty-free benefits to all countries wishing to
export railroad freight cars into the U.S,, is not needed.

PI strongly urges this Subcommittee reject S. 1004, passage of which would only
add to the uncertainties of our cyclical industry.

[From the Washington Post, Sept. 5, 1979]

AUTO-TRAIN GETs 10-YEAR RaiL Car Jos

Auto-Train Corp. announced yesterday it has signed an agreement to manufac-
ture 10,000 covered railroad hopper cars over the next 10 years for PLM Inc., a San
Francisco rail car leasing company.

Auto-Train President Eugene Kerik Garfield said his company will receive at
least $60 million under the contract, and PLM officials said the total value of the
order could exceed $400 million. -

The order is the first to be ﬁlaced with Auto-Train’s newly organized subsidiary,
Railway Services Corp., which has yet to build its first freight car.

The agreement calls for Auto-Train to assemble the first 1,000 cars from “kits” of
parts supplied by PLM. After that Auto-Train may manufacture the car bodies for
the remaining 9,000 cars, the company said.

Under the contract, PLM is to pay Auto-Train $6,000 for assembling each car for
PLM, and about $40,000 for each car it builds from scratch.

Auto-Train’s announcement said the cars are to be built in a Seaboard Coast Line
Raih;load plant in Portsmouth, Va. that Auto-Train has leased with an option to
purchase.

Under the contract, however, Auto-Train must by Nov. 30 “use its best efforts” to
invest $750,000 in the Portsmouth plant to prepare it for operation.

The announcement said Auto-Train expects to raise that money through a new
gublic stock offering some time in the next three months. Auto-Train executives

ave discussed several ible methods of raising money for the financially trou-
bled railroad recently, the latest of them a plan to sell new common stock.

The Interstate Commerce Commission, however, has indicated it will not approve
issuance of any new securities by Auto-Train until the company repays more than
$800,000 in refunds due to ngers.

5 Last week, the Seaboard agreed to give Auto-Train until the first of the year to
pay overdue charges due Seaboard for use of tracks and train crews to carry the
Auto-Train from Lorton, Va., to Florida.

. That extension also requires Auto-Train to come up with large amounts of cash
before the end of the year.

The hopper contract was announced late yesterday, after increased trading in
Auto-Train’s shares had pushed the price of the stock from 3% to 4 on the Ameri-
can Stock Exchange. The stock closed at 3% per share, up % and was the Amex's
biggest percentagg gainer, as the value of each share increased by 20 percent.

e stock has bounced back and forth between $2 and $7 a share in the past few
months, propelled by positive and negative reports about the company’s financial
groblems. Because its railroad business has never produced consistent profits, Auto-

rain several months ago said it was diversifying into rail car maintenance, repair
and construction,

PLM Inc., for which Auto-Train is to become the exclusive hopper car supplier,
was organized in 1972 to arrange the sale and lease of freight cars, most often as a
tax-sheltered investment for high-income persons. The company has leased 1,700
freight cars since it was organized. A
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1979 Directory of
Contract Car Repair Facllities

This directory lists 119 companies in the United States and Canada with a Keyto

total of 218 shops that Bpecialize In the repeir, maintenance, and overhaul | A Al aormel FAA FAA inspaction
of rail freight cars and passenger m on & conlract basls. A lew com- m"‘ww :'MMMMM yred
panies req 8 work backlog in thelr shops. R Reduliding 1scHity capabiiity by

Shop locations, listed below by 'moammoweiw.gmmm W Wreck reoais 1Nk Car CALOQOrY NG
peny nama plus marks (in p of serving the | P Passengercars  matenial group, see
shop and lelters designating special services pecformed a1 the shop. A | AT A for

map (next 5age) shows Gities with shops. Alphabstical listing of com- | o S0 g oo
panies, with main office 800re8s and phone number, begins on page 58. sppiications
Ouwluth—J.J. industries, Inc
Shop locations Soldon—T RO A KW, R new cos
Inc. IC8) A, AL W, FAA, C, 7, modile  Mecen—Transco, inc. (SOUI A, R, W, FAA,
Mobite —Quick Master, W\’i"“ﬂ lo’n‘ Conters, 'c' Goneral Amevican Transports-
B0u, LN, noo.mm.u. LFAAC.  inc ICHA AW, FRAC,T. Yo Corp. SCL AW, FAAT
(A - Rail Corp.
Evany Ralicer Div. Evene LUNOIS
T CoMCL A AW PRACT UTLaT MAA W, R ERAC.hopper b erten M. 81 Loui~rwn fraign Cor
CarPusbio Co. (ATASE,  RepairCo. (AMSIA A W.FRA.P.C,T.
ARIZONA AGS) rocar  Qenerst Raiieoed Equipment & X
-::-::wnrmwum& WP, C3, D4 AR W, FRA, .:‘M‘o:'u .‘:‘
¥ Gterfing —Morreon Raitway Suply Corp. toland—-U.8. Raitwey Equipment Mig
ARKANSAS WA R W FRA. Am&wm’ufgnwm (M8, Ry
ey o Cor N —AwAnt whes! v umw“u.:ncnm
; Witmingten — tnc. ax -
Esel Caméen —North Americen Cer Cory. mkgw,pup, , AAR cont. mmtmwm-“-

TEACH) A, W, FRA, inings wheel shop. Manufactures ¢ peris, brake shop.

m::ﬂx Mbgcm Popeir Co.  aasembies freight & nmno: cons, W-%m'wi Co Co.

ortrse—Tantiana Car Com. (NI A AW, w“""":."' Patsenge cas & wolk Gonera Bacinc AT

Trane Car Borvices Co. iConrall, B40) A, Puliman-Standerd
Toraang —North American Car Corp. W, PRA, T, exlerior costings, speci Rosc, Inc. (BAC) A, A, W, FRA, C,
MR AN W, FAA, T, Srninga. i T, o * oo e, o . FAA
. on U e Loks con
Bonicia—Borwing Raitwsy Service Co. Jesksomvilie—Fruit Growsrs Express Co.  Thvell Car Mig. Co. (CHTTI A R W.
SMAR W FRAC,T. neun.n.w FAA, exterior painiing, Inersiats Rall Cor Secvice Co. (MP.
Awn’::“c 0c. ATASF) nings, whee! mem m&mw.ruc.wump
Miion Tank Car Co. (ATAS?, Satarm Soeciuiies. ina, (0L A, Chisegs —Noin  Americen Cer

[ SPAFALY AW, PAAC. mnocs AW, ERA.T, Haings

on Co. WP y-0V lmwcumun Ounvilie —~Opnville industries, Inc (MP,

a-pum ncun. ropaice, speciaiizing ln NV, Convmit, LANJ A, R W, FAA. C
mtm-mec« MA.O.W !M Outier assembly, $ide & r00! Sheety, 10p  Desstwr ~ North American Car Corp. (B40y

Morin Amaericen ARW, Natch cover repeirs. AW, FRA, Wninge.

FRA,C, hnings Aubonis —~Garvett Raivoad Cor & Equip  Eest Peerde—Amarican Al oy
o:::.;mmcaum umA, m MA.D.WFM.W. L Equipment Co. PAPU, IM A, AL W, FRA,
um-n-:-eun #rvit Express Co. (89) mu.w 'MP -mm nence.

o - Aot e - mm-w-mwlnm

2 L Allants Mo BOR A, Jellet—Raitwy § indusirial Services, Inc.
fioergisss G0OF & side Nnings, cor doo! W, F| 4 guma.n.w'umnmh;
.:umuumw:u. Somu‘mmn%k e mmﬁ\:ma“
Bornarding N?Mo tions, Evens Raiicer A uv-m Poight
co..w.unkn.wm'. -Bulide  FRA, el brake shop. RW,FRA,C. Co- 00614

Cortorsvitie — 1ol Rakicar, Inc. LAN)
W, FAA. AR

O;Qnﬂona. £vane
AR W, FRA, g braka shop.
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Kont—Taak Lining Corp. (Conraih C
—Berwind Railway Sermce Co.
Conval) AR, W, FRA,C. T
1. Orad—Ortner Freight Car Co. (NW) A,

AW,

m-.unn Raitway Car Corp.
B A, W, FRA, P, specsalizing in
MM

Care.
Americen Car Corp. (TN A,
FRA, hnings.

Trey—Best Weiding Services. Cenified
welding Services nd cusiom car pants
Ine.

Warrea  (Lotdsion}—Transco,
Conait) A, FRA,C.

OKLAMOMA
-Cul Tanh Cav, Inc (ATESH)
A R W, FRA, G, tank ca ciasning. (Cer-
“uhed Categoy L, Matenst
Geovp 1, inciuding TC-1

).
T e

Spriaglioid uﬂ‘a‘ Oparstion:
-~ Malatgnance stions,
Evans Railcer Div. (SP AR, W, FRA,C.

PENNSYLVANIA
Ahoons—Ralicar Munlenance Otv., Ak
10002 Pipe & Steel Co. (Covain A, R, W,
FAA, volt Irala maintenance, interor fin
mm-,wmuuwywm

mu 8. alowm [
Owi.umonmw

—Barhoh, Lid. (PALE R W.
—Mulll-$orvice

(Pitisdurgh)
luo% Owv, Buncher Rad Cor Servie,
Inc. cnmm AARconitied av
w reduill car

‘o 16834 vsed freghl cons:
w. nbuﬂd. W'I build ndustrial

mcm.-mw Raitwey Service
Co. A, AW, FM:.V.
8 L

201-344-4570

F1. of Hawking 81, Newerk, N.J, 07108

Ralhwsy Servicos & Supply AN A, R, (KILW) A, W, FAA, whes! replacement,
w,mzp. air brekes cl deering
. replacement.
m“?. lmrucuc«u» NES
A,na, —Ralicar Malnten.nce Co. (BN) A,
~Triangle Mydro Clesning Co, W, FAA, unlt Irsin mear1anance, wheel |
nc. A, FAA, axtevior cleaning. shop, wheel Wbom
=Surface Transportation Smteme- replacement, sir brakes Clesning,
tionsd inc. (LOAM, MP, XCS, ICO) AL R, biltingt prepaced.
W.FRA,P.C. Y. Qrond ledond —QOuick -
North Americen Car Corp. QOAM A, R, {UP) A, R, W, FRA, preventive mainte-
w.!uvwgm nance.
Vitle —mmo%mt.&w Omaha—Rah Cor , UP,
FRA.C.T. BN, MP, A1 MILW) A, R W, FRA.
wolle —. Maucuumuw Unarco Transponation
FRACT, 'mM'MMMA&W.
MARYLAND ~Raiirosd Cor Service Comp. (UP,
Exioa—PUR Agd Car Servics Conp. BRIA A, W, M&mnmm
onraiy A, R W, FRA, T, Class 8. cation work.
Calogory 1, oriel Group 1, ex'enior
painiing, whee! 9, Cloan sl NEW HAMPSHING
Drakes, rolier besring AAR  Pusistow—~Process Engineering, inc.
Norih Americen Cor Corp. IConvai A, R,
W, PRA, T, touch-up lning.
-MMFWWYA Newark —Naperana Wwon & Metst Co.
Welding, lnc. (Conrail A, AL W, FRA,T. {Conrail) A, FRA.
Theurer Ine. {Concail) P, AT,
MCHIGAN North —General Blectric (Conrait)
Aiver Rovge - Wlmm AwWP,
ARW,FRA
Ouftale— 8y Supoly Corp.
SL Poul—Maxson Corp. (BN A, &Wﬂ" Conrai) AL R W, FAA, C.
louu-muoo. nc. (BN) A, A, W, C, Transco, Ing. A,
MMMMMNEM {PIGIA, AW, FRA, P,
FRA. - Genersd Co. [Conrsit P,
Poartingten— s Febloonig, g, PBVA, L Chessie, T ce
LANIA W, nu.c.
NORTH CAROLINA
MISSOUR) nmum-cmrwc«umce.
wm-mmmm MAR:V‘F&GJ (84 repairs
North Amarican Cor Corp. (XTI AL LW,  Ing, painting, #enciting, hopper & Lank
FMW e .
SL Jossph—=RESCAR, inc. Moblle repeir
urm OHIO
8¢ Louis Ralt Car Repelr, Inc. G 4 S8)AT.
nmt.u.w FRA,C. Mobile Wash of Cu Inc. (B40Y
8¢ Lovie Car Co. (MAR) A, Coversd hoppers cieaned, i)
a.w.nu.a tank cor safely, valve testing, exterior
renton —RESCAR, inc. Mobile repsir ser- painting, indusirial waste disposal.
Columbus —Evans Products Co. (840 A,
Quipmant and repeirs.
MONTANA - & Turivas, Inc. (Convain
w—mvmcucamkru M\.wkhmwmxmm
Iln Chy —Raticar Co. k ropeir,
LOCOMOTIVES FREIGHT CARS RAIL
Sale Sole - Reley
Lerse Loase Accessories
Servicosdie Pans Sarvicssdie Parts
NAPORANO IRON & METAL CO.
RARLROAD DIVISION

Telox 138411

53-253 0 - 80 - v

o Cotp.
Mmun)l
MHDKRWIM’CY
Milton Div, SONOCO Products
asie jownal repair

nd
lh- Casthe—Carrett
Wu(’ltﬂkkﬂ. 'AA.
, 8ir brakes.
mm-rmummmm
Oroland~Tank Cor Com. of Amencs
WLNW.FMC.T modilg FRA

Inspection:
st ZThe B3 Co Komaid R,
o&&umwc«mm’.m.n.

1

.'M‘I‘l N

MMW&&W.C. FAA,T,
\vma%rmcuumuu.m




NEW YORX AEMIDENTS CALL 800/462-1088
JAMES MORTON INC. sataviany.1e020
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Waynesbors—Routervilie Fabncating & ton Corp. (5. SMA W, FRA.C. 1. FEM A, A, W, FAA, astenor painting,
wmmqlumnkl.w SMI Hovston = TMC ne. Hnings, wheel! replacements. clean i *
anﬂ- ot A, A W, . (MP, TRAA) A FRA, C, T, special engh brakes, rolidr bearing raplacement, AAR
BO0NING BarviCes. m& host ranster H‘ﬂnﬂ. "0ely

.c«mu.w FRA. ce '1'.;,'..,, cloening, m
‘ u aq TR e
Nemborg ngustriss, ine. G T oo B Commn 1, & e Coe RCSCOA . Hobde s

BOUIA, R, W, FRA Masarai Groupe roups 1, 2) Mmobile repelr per.

WASHINOTON
SOUTH BAKOT, M-l’mvnca nc. A -

Eégoment Provel—Soriace T AW.FRAT. -1 PR, Rocten-Rackhc Cor & Foundey Cas e

Uon internationsl, inc. (BN} A, R, W, ~North American Car Corp. (MP)

FAAP,C. A.D\W.IM.YIW&‘ . westvisonea
Ullﬂllmm MAEW.'MC MPA AW, ~AMMIH  indusiries, N0
~Noan i Gt (Conra A, R, W, FRA,P.T.

pu.mumw ERA Inc. (4P,
w.nmk.a.w. mx.c.v.mm WISCONSN
Ashiand City—Southern ron :«w. ¢ painting. In "l—mmmm
‘mmm gm Raiicer Dby, Nmmcumm&& North Amadcen Cer Com. (M)
#arta ~Tank Uning Corp. (LAN) C. ;&u'm oy o Corp. (RSAM AL A, W, ARW.FA tnings
WYOUING
Soginei—FL Worth flsttwey Services, -
Angheion -Rchmond Tank Cur Co, (M T PWAD AR W, FARG Evgaaten —Lihoots Co. LA A W.FAA,
An.wruc.vumw lu A.n.wacc‘m“
m-umocowm.&w.rm.r. I~ ank ik M "Nak u:-'-u-.m-muu CPARW,
Chsnnelview—Berwind Service  Seadnil-! oy Service
0.0 MPAN W FAACT. PAA moohae v mu-.—m Ud. CNAW,T.
T~ Emosk, i, (FTAAL . FRA.C, &WFW";;E'.'“% M Generai Transht Co. L1d. (N
'm*u""ﬁw'::::.w A b Ve ey mmmm s
= %-:é'l:' e A M e ~ kvl 0o —Procs, 4. ENCmAR
T wema m Rod Door, Aha. — Generst Trane
A Pruit Growers Express Co. 3t Co., Lid. ICNIA, T,
CLAMPING
SYSTEM RESCAR
’ Recondition — Rebulld
Repalr — Modity
All Types of Freight Cars
Shopint .
Longvuw oxas
* Chicago, Hinois
* DuBots, Pennsytvania
Mobiie Units in seven states
MinkShops Per Your Specific
Service Requirements
Home Office:
Phone (312) 266-1300
Phone {21
4) T50-3891
CALL TOLL FREE 33810 5083 e rese
800/828-1004 (91409760050 (15217033 (214 760-3891
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- , L. AR
mwwc-ceu CHARW,
] x—nmmyc«m

. (6 7.
':lnv Jwation, N.8.—Procor, Lid. ICR)

ACHME ADINFORCED NG,
—544 Markel $1, Am. §01, Sen Fran
Cinca, CA $4104. Tok ¢15/866-2331. Shop

st Sacramenio, CA,

ALLOY CRAFTS CO.—Bot 198, Deiphi, IN
40823, Tot 3177584-2141,

ALTOONA M & STEEL CO. Rellow
Uaintononce Div.~1120 Bh Ave, A
10004, PA 10603, mmn«-!m.
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VR 77052 (ok
$hop ol Soyre, PA,

BARMOLY, LTO.—Ninih and Wonongs
hele, Box A, Glassport, PA 15043, Tet
© 4128724700,

BEAWIND RANLWAY SERVICE CO.—P.0,
349, Holidaysburg, PA 10648 Tet

SEST WELDING SERVICES - 1081 Skylerk
Or. Troy, OM 45323, Tov: 16173368796,

SETHLENEM FASRICATORS, INC.—A
Subsigiary of Whitehesd & Kales, Bath-
loham, PA. Tol: 2159673731,

BETHLENEM CORP. 701 & 39

STEEL CORP, ’
8L, Beinishem, PA 10018 Tet ¥

9045841, $h0p 81 Johnstown, PA.

CO~y0.
Box 3242, 1915 Hydeo St, Lynchdurg,
VA 24503 Tot 804/304-8200.

L S LIS

CALPAD CO.—1000 San Servsine Way,
Mirs Lome, CA 01752, Yok 7146330158,

CANADIAN GE| TRANSIT CO. LYO.

=P.0. Box 70, Siation “A*, Moalresl,
Que. HIC 2R6. Tek $14004.8772. Shops
o Wonbess; Moose Jow, Sask; Red
Over, Axs.

CAPE FEAR CAR SERVICE CO.
P.0. Box 83821, Fayetieville, NC 28303,
Tot $10:488-5030.

CHICAQO umon CAR CO.-208 W.
Tovhy A IL 60088, Tek

ALUED RARWAY m
Holland 8L

T oo Snop st Toorw, 1180h 1,
Chicago.

MENT CO.~302 1. Hotang L. o B, 1. ban Bermartncs CA 82415, Ten cuicase, soutn swons & soun
m".w!ﬂ East "~ n N 48360, Tot 2198744221, °
BRIGOS & TURIVAS, INC. 310 Grant 8L

AMHEAST (NOUSTAIES, INC. —M
\W 2508, T
3048251171, &oopo o Port

Oennison, OH ¢4021, Tek: § 1470225004,
BUCKEYE RALWAY CAR CORP.—Com

CIRCO, Consolideled inspeciion
cao.-u‘ Cid Esgie School R4,
Stratford- Wayne, PA 19087, ‘I'ot ny

and Landigvitle, PA 8874264, Srop 8l Wiiamspont, P,
w St., Piqua, O 44354,
wsmeo‘mmm ok B L CUSHING RAL CAR, INC.—P.O. Box
Oiv.—1250 Osvis 8t, P.O. Box 428, 1364, Cushing, OK 74023. Tet 91/
Dover, OH 44822 Tet: 21673048857 OO €O, THE, Div.~Red Lion 251588,
and Yerree Rds., PA
ANDEL CORP.-2323 Bouth Voxx Rd, 19118, Tel:215%73-1020. DANVILLE INDUSTRIES, INC. ~2313 Con-

ALTEDN/A

FRA Inspections, Reconditioning.
DerailmentWreck Repalr, and
Car Moditications

-ummhmummmwwmu
fleet management.
* Compstitive pricing, AAR time standards.
* We assombie and rebuild cars too.
© Fast through-put service.
© Outstanding facility and mainline sccess.
¢ A dedication 10 Quality and integrity in
our work,

For personal attention 10 your feet's needs, calt
MJ.HAIMMMW

Maintensncs
Mr«mmu.u
MPA

ALTEONA

A Nome You Associate with Rolrooding

Civeio 30 0n Reacer Service Cond

T Py WY

TANK CAR CORP. OF AMERICA |
mmu MAINTENANCE
mmmww

ERATRE

"otarding costings.
Oftice & Plant: Oreland, Ps. 19078
Phone: (215) TUG-4450

Cloole 37 o Reader Service Care

M Dzvidson-liennedy Co.

Raticar Division

¢ F.R.A. Inspections
¢ General Repalrs

¢ AA.R. Approved
Contact: J.A. “Zeke” Isaacs

Walter Couch
. {404) 755-2557

G 2 on Posda: Sorica Care
He RARWAY AGE_
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DARRY CORP., THE —First & Walker, Kan
838 City, K§ 66110. Tok 0130711441,

OCAVIOSON-KENNEDY CO.~P.O. Box
$3406, Atisnta, A X8 Tet &
0744403

uu\wm OTSEQQ SYSTEM—1 Rak
ve . Cooparstawn, NY 13324, T-t
onmn u“ $hop al Gioversvidle, NY.

DERPY TANK CAA & MFO. INC.—P.0,
Box 3, Ewon, KY 40117, Tet: 802
e,

oOME !AH.VAV SERVICES. DN, of L
Louls A Cor Co. —2050 South
Mly. t. wn. MOS8 Tot: 3t
omm saoon Oid 1. Lovis Rd.,
Wood River, L §2008.

ENPAK, INC.—300 Weel Loop Sovih
Bulte 1800, Houtlon, TX 27027, Tet: 1Y
4230000, (PLant) 479805 1. 8h0p At Deer
EVANS PIOWC‘N co-mc W. 48ih

8., 25230800.

muwmo&wu&w
City. R

. FORTH WOR
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[
©ov

b FINRIGAR IR | RIES =P,
125, Ouviuth, GA 0138 Tet
aeun.

TH AALWAY SERVICES,
[ o of $t. Lovis uMnm;z

Cor Co.— Souin  Brosdway,
Lovie 83118 Tet J14/577-1700. Shop &
Segingw, TXL

FRY omuu EXPAESS €O.—1101

(Y VAT awlum;
mn uuu Louts LAlorton)

QENESEE AND WYOMING RAILROAD
CO.—3848 Retso? Rd. Retsol, NY
14517, Tok 2102433770,

GRIFFING RALWAY AEPAIR CO.~P.0.
Box 1738, E Doraco, AR T1730. Yok
601/863-3223, 862-5198. *

O'M NW,
-rmam;mum
andria, VA; Jacksonvitie, FL.

wam RANLROAD CAR & EQUI».

—P.0. Box 2208 Eamt

a OL No' Castie, PA 14102 Tet:

Sovthem Dtv =~ 1321 Ginette Circle Ad.,
Rubonla, FL 33589, Tet: 8137229370,

GENERAL AMERICAN TRANSPORTA.

oN OOR'.-I” 80. Riverside Plaza,
L 60808, Tot: 3124216500,

Shope o Argenting, XS8; E. Chic IN,
PlantNos. 1 8 2, w oy
Waycross, GA; W, CA.
ELECTRIC €O, App nr-
m“&‘g‘.‘w NY n‘.us.
Tek: ummc i Clavetang,
OM; New Yok (Norih Imn. NJY

Homell, NV. Philadeiphia, PA.

&
lmt. ING—'.O Sox 526, Hazeh

E8, INC.—P.0. iel
0425, Nonth Mgvm. 8C 29841,
S0¥279-1822. Bhop &t Hamburg, IC.

HAWKER SIDOELEY CANADA LTD.— 300

“Dorchester . W, Bulte 1513, Mon-

treal, Que, HIB X, Tok 8148719750,
lhonl Trenton, Novs Scotis.

HUGD RAILCAN, INC.~RL. 11, .ol s,
Hugo, 0K 74743, Tet: 083269611,

ILINOIS CENTRAL GULF RA, Wooderest
Shops—17550 8. Ashiand Ave., Home-
w00d, 1L 80420, Tel: 31215659800,

EIGHT CAR CO.~P.O0 Box
Kmy 1L 81749. Tok: 212/044-2208.

INTERSTATE AAIL CAR SERVICED, INC.
0410, Tk oraragen . o

ITEL RAILCAR, INC.—~ 1870 The E; ..
::o’u 200, Atlante, GA 3030, 'r%

To all Types of Rallroad
Freight Equipment

Facliities include track space under
roof for 60 cars, 5 overhead cranes
with 15 to 80 tons capacity. Pius, 3
main bulidings; 200,000 square feet
of work area, a modern paint shop, a
wreck repair bay. F.R.A. inspection,
AAR repalr and billing departments.
Located alongside the main north
and south tine of the LAN railroad.
Ides! Inspection and repair locanon
for unit train cars,

)

le“ AG!
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4. FABRICATING, INC.~P.0. Box ‘“.
g:mloﬂ. M3, 30572 Vet

LEAVENWORTH STEEL, INC. (Atfilate of
Corp)— 1604 So. Spruce, Coftey-
witie, K§ §2337. Tot: 214/251-3600.

UTHCOTE CO.— 111 W, Jachson B,

R GO604. Tel 31!‘3!&‘&
uopaumm'l. Bodie, TX: Evans-
fon, WY, Muscating, LA; Ville Putte, LA.

LOX EQUIPMENT CO.~353 8. Voes Ad.,
. Uvermore, CA $4550. Tel: 415/458-8080.

MAINTENANCE OPER/.TIONS of Evens
Ralcr Olv.~-2350 Goll R4, Rolling
Meagows, K. 60008, Tek 312/840-7000,
8hop ¥ Springflaid, OR.

UM'KA\L RAILWAY EQUIPMENT
[ Seranion,

C Connell BKdg.,
PA mou Tet: 1173431112, m l
Astley. P,

MAXSON CORP.~P.0. Box 43585, St
Paut, MN 35164, Tel: §12406-2501. .

ulcmm mwsmu. INC.—P.0.
Box 2322, Ind and Lombard Sts.,
mington, OF 10698, Tet: 302652.1108.

MOSILE WASH OF SLEVELAND, INC.~
Summer Ave, Cleveiand, OH
44115, Tok 2107818204,
HOCKI 'Aﬂl OF meu.l. Tonk Cor
Box 13313, Lowisville,
KY&?B ‘l’lf mum
MORRISON RAILWAY SUPPLY CORP.
$500 Main §t., Bulisio, NY 14221, Tek:
7168313420 Bhops st Bufislo, NY;
Counchh  Blutis, 1A Stering, CO;
Guedalajare and Mexico, OF, Mexico.
MULTISERVICE SUPPLY DIV, Buncher
Rall Cor Sorvice, inc.—Narrs lslend,
Piitsburgh, PA 15222, Tel: 412/261-2480.
NAPOAANO IRON & METAL CO.~Fool of
Hawking 8L, Newark, NJ 07108, Tek: 201/
444820
NATIONAL RARL CAR, INC.—Box 218,
Aoscos, TX 79348, Tol: 91576063013

NORTH AMERICAN CAR CORP.-222 8,
Rivorside Piaza, Chicago, 1L 80608. Tek
31248484000 aL E

Oﬁ"l!l FREGHY CAR CO. - 2652
+ Clncinnati,

Erde
O 43208. Tel: 81
n 1-2600. W:ucmmﬂ.m

PAR RAR CAI umct CORP.~Trinco
1odusirial Pack, P.O. lc- 488, Emion, MO
21621, Tot: 057306418

PACIFIC CAR & FOUNDRY CO.— 1400 N,
Fourth 81, Renton, WA 96058, Yot 200/

July 30, 1979
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PACIFIC FAUIY EXPAESS CO.~116 New
Monlgomary St, San Francisco. CA
I Tl 4153621212 Shoos 8t Acss
itk L\, and Tucson, AL

PROCI .S NGINEERING, INC. =80 North
Man. - 1, Pisisiow, NK 03088, Tel: 80¥
3828550,

PROCON LIMITED ~2001 Soeirs R
vitte, Oni L6J SE1 Tel; umnm
. Moniresl

PULLMAN STANDARD—200 S. Wv.h?u\
Arg, Chicego, IL 60004 Te:: Y
aum:‘. Planis o1 Chicago, W Ham-

PURDY CO.—240C W. 95¢n 81, L3
60842, Tol: 312299-4200. Shop M
hoen, L.
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QUICK CAR, A Division of m«vwmu
=P.0. Bor 40585, F1 Worlh, TX 74340.
Tel 017236 8345, $a008 at F1. Worth,
TX; Mobite, AL; Puebio, CO.

QUICK-CAR/GRAND ISLAND —Grand
I18iana NB §8001.

QUICK CANPUEBLO CO.— 381 Lockheed
St. Puebio. CO $1001. Ter XV
X

s RARL CAR CORP.~333 S,

Cascade, Cok
orsdo Bprings, CO 80903 Tet 0¥
g&qnzmuwum

RARCAR MAINTENANCE CO.~50 Col
mmmnmaum Tot:
um&i’w Shops st AMance, N8;

RAL CAR NESRASKA=-28th & "N™-

Streels, Omsha, KE 68107, Tek 40
721-5660.

RARLGARDAUNDEN ~2 O Box 278, Oag-
Qett, CA 2327, Tel, 714/254 2424,

CAR SERVICE CORP.-P.O.

Bom 41301, indisnapohs. IN 46241. Tel.
317856-3708. Shope Bt s, IN;
Sydney, NE.

RALWAY & INOUSTRIAL SERVICES, INC.
—~221 No. Center B1., Joliet, B €0435
Tol 8157204224, 3122421526, 800
Q50160

RALWAY SEEVICES & SUPPLY-.PO
Box 2154, Senforg, FL 32773, Tel 0%
235050, Shops 3l Sanforg, FL, and
Lovigvitia, KY.

RESCAR, INC.—066 N. Lake Shore Drive,
Suite 1232, Chicago, 1. 80811, Tel: 312/

Faciity. Over 15 mies of vack s
types of maintenance and
250 & “N” Siront
402:731-5680

The Mid-West's Newest Major Freight Car Repeir

storage. interchange

with UP, BN, CNW, MILW, RI, MP, IC anc N&W. A3
rO0RIrS.

Owtsha, Nebraska $8107

Cursie 43 on Resdey Bervice Cond

Consold: tod ! . © General Repairs
* Rebuilding  + Coatings
g —— "‘"' c‘x"”o'"“"“ * Wreck Repairs  * Tank Cars
-“'i"n““co m.,,ﬂ * FRA Inspections
ismeport, P,
ot RAILGARD/LUNDEEN
Ll ¢ ” P.O. Box 278 + Daggett, CA 92327
: ‘ Tol: 714 / 2642424
COMPLETE PERIODIC INSPECTIONS i
HIGH u'nuzmouv CARS For Speciat Ratcars...
HEAVY DUTY SPECIAL CARS A T a1
San Bemadino, CA 92410
COMPLETE gmr JRAIN Yok ote 1 Shation
Circss 41 on Reudar Barvice Cord Circte 42 on Resder Somice Card
RAHL CAR Texas Tank Car Works
¢ All classes of repairs and
NEBRASKA rebulding

¢ Roller bearing cqnverslon
Texas Tank Car Works

San Angelo, Texas 76902
— . {915) 6532344

Circle 44 an Rosder Service Cond

P.O. Box 6700
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2661390, Shops st Chicsga; Ov Bois,

PA; Longview. TX. Mobsie Service Sia-

tions  Cnicago, Petin, Peorie, Spnng-

fold, 1L, Evansvinie, iN, Codas Rapics, IA;
iy, K8, Kensas Cdy, Si.

Joseph, Treaton, MO, Ov uu. (19
X Church, VA,

MOVZERVILE FABRICATING & '!’I.D-
ING, INC.—RD 4, Waynesboro, P
17268, Tek: 71777821187. Shops n.
Rouzerville  and  Waynesdoto, PA;
Hagersiown, MD.

SAFETY RALWAY SERVICE—P.0. Box
2208, Viclorls, TX. 27901, Tel. $12
$754561. Bhops & Viciona and- Ses
drity, TX.

87. LOUIS RAIL CAR REPAIR, INC. ~5000
Hall 81, 81, Lovis, MO 83147, Tel. 31
386-2203.

87. LOVIS AEFRIGERATOR CAR CO.—
2050 South Broadway, St. Louis, MO
43118, Toi: 314884-5800. Shop a1 103
Cherokes 8L, 81 Lowis.

SOLANO RAIL CAR CO.—4900 it
RS, Oravifls, CA 96085 Tet N1W/
5340408, .
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SONOCO MODI}C?S CO., Milton Ms
chine Olv.—Milton, PA 17847, Tei.
T121142-9487.

SOUTHEASTEAN SPCCIALYIES, INC.—
7306 Kings Rd , Jackscavile, FL 32218
Tot S04/784-1885.

SOUTHEAN (RON & EQUIPMENT MFQ.
OPERATIONS, Evans Raiicer Oiv. —5522

New Peachires Rd., Chambies, GA.
Wl Tet: 4044873176, $hops 8l Allan
12 and Chambies, GA; Ashiand City, TN.

SURFACE TRANSPORTATION INTERNA-
TIONAL, INC.—Sulte 260, Union Sts-
tion, Kanass City, uo wu Tel:
IIMNOM Shops st Kansas City,

MO; Kansas City, XS; Femnday, LA

I:m OH; Swperior, WI; Edgemont,

TANK CAR CORP. OF AMERICA--P.O.
Box 8, Orslend, PA 10075, Te:: 1'%

TANK LINING CORP.—PO Box W,

Oskdale, PA 15071, hl 122762205

8t Chicago Maights, I Oshdale,

PA; Keni, ON, Parts, m.swnm.,m

TEXANA TANK CAH & MFO. INC.—P.0.

Box 850, Nash, TX 75080, Tebt 214
03584,

TEXAS RAILWAY CAR CORP, An atiiiste
‘of Nerth Americen Car Corp.—P.O. Bor

115, Ra TX 76470, Tel 0%
647-32 nng:»t 81 Ranger and Roscoe
TX Toi: 9157643427,

TEXAS TANK CAR WORKS, INC.—Borx
$700, $00 N. Baze St, San Angelo, TX
70002 Tol 9156532344,

TQ RANLWAY ENTEAPAISES, INC.— 1900
€pps Ave, Fort Worlh, TX 79904, Tei.
317431-5001.

THEURER INDUSTRIES, INC.—-180
Puiastl S1, Newark, NJ 07108 Tei.
2017500 2000

THRALL CAR MANUFACTUNING CO.—
P.O. Bou 218, 264n & State Sts, Chcago
Heights, L 80411, Tok: 3197874300

TMC ENGINEERING
Wadsworlh, Hovsion,
71314521341

Yo'ln RAILWAY EQUIPMENT, lNC -

mn Pauine, KS. 6419
mma

TRANS CAA SERVICES CO.—Fi
p e R
lon,

4584381,

SERVICES ~ 2208
TX 77015, Tei.

mnseo INC.~Suite 2100, 88 £ Jach
800 Biva., Chicago, I 6084, Tl NV
427-2618. Bhops al Macon, GA, Oslwein,

-

- o R T e CE S &I KB T a6
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A COMPLETE LINE OF PRODUCTS FOR
LOCOMOTIVE o FREIGHT » PASSENGER + TRANSIT « MARINE EQUIPMENT

SLACK ADJUSTERS « HAND BRAKES
TRAINLINE GAGES » EMPTY/LOAD DEVICES

IMPACT RESISTANT WINDSHIELDS « HEATED + UNHEATED

HAND HOLDS « STANCHIONS » WIND SCREENS
SEAT BARRIERS +» STAINLESS STEEL FITTINGS
INTERIOR TAIM ITEMS ¢ WINDOW SASH

DISPOSABLE AIR FILTERS

e
RAIL OAR PARTS ¢ FRUEHAUF » MAGOR
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1A Log IN. Warren (L N
OH, Buttalo, NY .

TRANSITANX CAR CORP.— 20 N. Wacker
O . Tet 312
Comden and

TRANSPOATATION SERVICE CENTER,
INC.—P.0. Box 713, 4415 Mciniyre St
Goiden, CO 80401, Tet: J0¥279-5488.
$hops st Goiden and Denver, CO.

TAIANGLE HYDRO CLEANING CO., INC.
ton, Katy, TX 77450. Tet: 1y

~ 702 Lang
0815746, » , TX and Do .
Mm Katy,

TWA FREIGHY CAR AEPAIA CORP,—
3000 Missourt Ave., Alorion, IL §2207.
Tol. 108744385

UNARCO TRANSPORTATION EQUP.
MENT OV, Unarce industries, Ins.—
13840 L™ &1, Oraba, NE 68137, Tt
40219051158,

UNION TANK CAR CO.—131st 8t and
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WARREN CAR CO.—P.O. Box 885, War.
ron, PA 16365, Tol 814723 2500

WESTERN REPAIA SERVICE, INC.—P O.
Box 2533, 1301 Bylsdy Ave, Graen Bay,
W1 54300, Tok 4144354451,

WHITEHEAD & KALES CO.~58 Hahiner
82, Rver Rouge, MI 48218. Tet 312
8451200,

Raiiross Ave, Cavt Gricago, IN 44212,
Tot 2IW21500. Ehops el Baton
Rouge, LA: E) Oorado, K$: EI Segunda,
CA; Labrei, MT, Whiting, IN.

UNITRAM CORP.~P.O. Box 88, Edge
monl_ (Provo) SO $7705. Tel: 08/
021721,

V.8 RAILWAY EQUIPMENT MFQ. OPERA.
TIONS, Evens Raiicar Div.—2550 Goit
Ad., Rolting Mesdows, IL 60008. Yel:
312040-7000. $hops 8t Washingion, IN;
Junction City, KS; Bive Isiand, 1L

TWOLLE RARL CAR CO., A Oly. ¢! MBF In
Susisien, inc.—P.0. Bux 347, Zwolte, LA
T1406. Tot: 310845-418).

“THE AIR BRAKE SPECIALISTS”

e, COMPLETE LINE OF RECONOITIONED
AW BRAAKE MATEMAL
’ m‘mm'““?"m"ﬁkﬂ
RECLAMATION SEAVICE
PRUGHT CAR MEPAIR SERVICE
AMERICAN ALLIED RAILWAY EQUIPMENT COMPANY
GENEAAL CPACE AMD PLANT
B8 MaSond Swent, Wasningion, X 04873
Prate 00N 444430 ~ Lesattt
Civcle 40 on Reader Service Carg

Valley Hot Forming Company
4 Divtsion of Yadey Koot Treat Compoay
524 Marshall Avenue, Valley Park, Mo. 83088

(314) 2255222 Telex 44-2314
wumwmmm-

Boleter Anchor Mamwwammmumm
wmmu&“m 3 8op Bood Watr Plaies Manganeset
mum (0ine88 Kigh Cardon

|

104 By Qanernl Sreel indusiies
o0

* Wrechs, Modifications, Aunaing
* Cortifiad for £ RA. Inspections
.s

WE REPAIR ALL TYPES OF FREIGHT CARS
Repairs

JSand Blasting Bay wiA Rotun
* intenor Linings Bay
: blt:f Painting
: cu““"lm""“ Control #nd 8 A {ull service shop with 50,000 sq. 1.

TS B

under-roof shop space and 75 people
dedicated to providing the quality ser-
vices you want and the turnaround

HYeS
Quelity Work o Prompit Service » Intogrity of Operations

" Spsc for 34 cars inaide our hesied, wel time you reed.
. £.0. Box 19093
31:" o’&' .’:‘:‘;.“..’..“'m‘ Lovis and connect Paull:o. Kansas 86819
CONTACT: 13-862-0226
mu::‘n'-v; 1. Lowis, MO 83147 Telox: 437846
014 309220
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RAILWAY LABOR EXECUTIVE ASSOCIATION MEMBERSHIP

American Railway Supervisors Association

American Train Dispatchers Association

Brotherhood of Locomotive Engineers

Brotherhood of Maintenance of Ways Employes

Brotherhood of Railroad Signalmen of America

Brotherhood of Railway Carmen of the United States and Canada
Brotherhood of Railway, Airline and Steamship Clerks

Hotel and Restaurant Employees' and Bartenders' International Union
International Association of Machinists and Aerospace Workers
International Brotherhood of Boilermakers and Blacksmiths
International Brotherhood of Electrical Workers

International Brotherhood of Firemen and OQilers

International Longshoremen’s Association

International Organization of Masters, Mates & Pilots of America
National Marine Engineers’ Beneficial Association

Railroad Yard Masters of America

Railway Employees Department, AFL-CIO

Sheetmetal Workers International Association

Seafarers International Union of North America

Transit Workers Union

United Transportation Union

STATEMENT OF RAY DENISON, DIRECTOR, DEPARTMENT OF LEGISLATION, AMERICAN
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS

The AFL-CIO and the Railway Labor Executive Association oppose H.R. 3046 and
S. 1004, bills to suspend tariffs on imports of freight cars until 1981. We believe
these bills could permanently export production and jobs from a U.S. industry
which is essential for U.S. energy and agricultural needs.

The United States last year concluded extensive tariff negotiations with trading
partners in the Multilateral Trade Negotiations (MTN) to lower U.S. tariffs in
exchange for reductions abroad. The tariff on freight cars was not reduced. Our
trading partners have not reduced their tariffs. H.R. 3046 and S. 1004 would amount
to unilateral action for an emergency that does not exist. In our view, it could
further weaken the potential for expanding a necessary industry which has already
been eroded by a variety of U.S. tax benefits and by imports.

Freight car production directly affects the jobs of car men, electricians, machin-
ists, boilermakers, steelworkers and many other workers, as well as miners and
farmers, whose output is shipped on the cars. The integrated industry affects the
jobe of maintenance and service employees, whose skills are essential to maintain
an effective rail system and rail repair and production. The attached list of repair
facilities throughout America shows how many shops are available now. Many of
these have the potential for railcar production—a growing need for America's
railroad future.

In June 1979, some 63,000 jobs were reported in rail equipment production alone.

Imports of sets of components called “kits” are now finally assembled into freight
cars by U.S. workers. The Washington Post recently reported that Autotrain will
assemble kits in Portsmouth, Virginia. The source of those components was not
reported. In addition, the Metal Trades Council of Pascagoula, Mississippi, reports
that some of their members are assembling “kits” imported from Romania, in a
subsidiary of Litton Industries, called Ingalls.

These reports show that the United States is increasing the import of compo-
nents—rather than the full production of railcars, when the United States has both
the competence and the need to develop a fully-integrated industry. This erosion of
a US. industry is occurring at a time when other manufacturing jobs are shrink-
ing—often because of energy-related problems which this industry can help reduce.
Last month the number of unemployed jumped by 338,000, from 5.9 percent to 6.2
percent, with more bad news to come.

Freight car production underpins the U.S. transportation system, the jobs that go
with it, and the ability of the U.S. to serve its national needs. The railroad industry
is increasinﬁly important in the future as the U.S. faces energy problems of the
1980’s. The U.S. has the workforce to supply our needs.

In 1980, unemployment is rising. Freight car shipments are now declining as
orders dry up. The reported “shortages” of fre}ght cars onl%ha few months ago are
now seen as an invalid rationale for lowering U.S. tariffs. This is particularly true
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because railroad union experts have made it clear that the U.S. has the capacity
and the workers available to supply U.S. needs for freight cars.

The United States has been importing railroad freight cars at an accelerating rate
despite the U.S. tariff. Foreign subsidies and low wages affect this flow of trade.
According to the U.S. Government, imports in the first six months of 1979 from
Canada and Mexico alone exceeded total imports for 1978. In 1977, the total import
gg grei_g]}l[t cars was $14,760,000; in 1978, $60,016,000; and the first six months of 1979,

million.

Mexico has continued to send railcars into the U.S. even though its special zero -
tariff preference ended in 1977, and imports have been rising from Canada and
Mexico in 1979. There is no U.S. quantitative restraint on imports.

Both supplying countries have tariffs about as high as the U.S. H.R. 3046 and S.
1004, therefore, amount to a unilateral reduction of tariffs—however temporala-
that would merely encourage productive expansion abroad of a product the U.S.
needs and can produce.

But H.R. 3046 and S. 1004 would not, in our view, be “temporary” in its impact.
Virtually the same bill was introduced in the last Congress with the same explana-
tions of a vital nced to supply “temporary” domestic shortages. The fact that the
date for an end of ‘‘temporary” reduction in tariffs has been changed from June
1980 in the former bill to June 1981 in H.R. 3046 and S. 1004 does not mean that
the same arguments will not-be advanced next year to extend the tariff cut. The
ercouragement of the export of productive capacity through the special tariff break
will lead to pressure in the future to make the tariff cut permanent. The result will
be that other nations with protected markets will supply the U.S. industry needs if
they have eng:fh capacity to do that when the recession ends. At that point, with
further depleted U.S. capacity and greater dependence on foreign suppliers, the U.S.

rice of the freight cars could be determined by the countries with the capacity. The

.S. shortage would become permanent. Then a permanent duty suspension would
be sought because the U.S. cannot supply its need.

Tax avoidance, special incentives of foreign governments for exports, nationalized
. rail systems abroad, plus protected markets abroad are already encouraging expan-

sion of foreign capacity.

The removal of the 18 percent tariff on imports of freight cars amounts to a tax
break of that amount (in addition to export subsidies and investment incentives
abroad, plus foreign tariff protection and other trade barriers).

What H.R. 3046 and S. 1004 would accomplish, in or view, therefore, is an extra
tax break, courtesy of the U.S. Treasury, to expand production abroad of a product
vitally needed in the United States. -

For these reasons, Mr. Chairman, we urge the rejection of H.R. 3046 and S. 1004.

Senator Risicorr. H.R. 2537, Mr. Waidner.

STATEMENT OF ROBERT A. WAIDNER, PRESIDENT, STANDARD
RAILWAY FUSEE CORP., ON BEHALF OF THE PYROTECHNIC
SIGNAL MANUFACTURERS ASSOCIATION, ACCOMPANIED BY
CARL JOHNSON, DIRECTOR OF SIGNAL PRODUCTS, OLIN
CORP. AND RICHARD 8. CHARIN, ESQ., PATTON, BOGGS &
BLOW

Mr. WAIDNER. Mr. Chairman, I am Robert A. Waidner, president
of the Standard Railway Fusee Corp. and a member of the Pyro-
technic Signal Manufacturing Association. Accompanying me today
are Richard Charin of the law firm of Patton, Boggs & Blow, who

_represent us, as well as Carl Johnson, Olin Corp., who is particular-
7 ly involved with his company in this particular legislation.

Strontium nitrate is the principal composition used in the manu-
facture of highway flares and fusees, both items being an essential
to safety on the line of roads for the railroads and for the daily
safety on the highways of the United States, especially the turn-
pikes where the traffic is fast moving and difficult.

Many other uses for strontium nitrate within this country, espe-
cially for the military and all branches of the Navy, Air Force, and
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ground forces. Also it has been very effective for backfiring torches
in the case of forest fires. .

These devices have been used for a long time and remain effec-
tive mainly because the burning of strontium nitrate emits rays
:lvhqn weather conditions are most adverse. It is the most effective

evice.

The suspension of the 6-percent ad valorem duty as set forth in
House bill 2537 will serve the interests of national safety and will
serve the interests of national security, also for the survival of
employment in the industry and also will keep the price of the
manufactured product at a lower level and therefore enable the
users in the interests of safety, to use more of them.

It seems as though the higher the price gets, the tougher the
dollars are to get into our safety budget.

As to the future of these signals, we believe that in the event of a
national emergency that there would be a tremendous increase in
the need for strontium nitrate. Too, as the Government forces the
utilities to go to coal use in the utility plants, the railroads will
increase their car loadings. Also, the Coast Guard has now promul-
gated lations whereby pleasure craft will be required to use
signals, the main ingredient of which is strontium nitrate.

So that it appears that the requirements for strontium nitrate in
the United States will be getting higher and higher.

Now, as to the domestic slﬁl&’, we only have one plant in the
United States owned by the Corp. located—and this plant is
located in Modesta, Calif.,, far removed from where most of the
strontium nitrate is used. It is a multiproduct plant and there has
been switching in the past from one product to the other to the
detriment of the production of strontium nitrate.

Therefore, we should encourage the snépply from foreign sources,
especially from friendly nations such as Switzerland, Germany, and
Italy and thereby have the lowest landing price possible, which
would be a constraint on prices within the United States.

The Federal Government could help us a great deal by eliminat-
ing this tariff.

k you,

Senator Rieicorr. Thank you very much, gentlemen. I think I
understand the problem.

Are there any questions?

Your testimony will be included in full. Thank you, gentlemen.

[The prepared statement of Mr. Waidner follows. Oral testimony
continues on p. 68.]
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STATEMENT
of

THE PYROTECHNIC SIGNAL
MANUFACTURING ASSOCIATION

Regarding
H.R. 2537

STRONTIUM NITRATE
DUTY SUSPENSION BILL

Before
THE SUBCOMMITTEE ON INTERNATIONAL TRADE
of the
COMMITTEE ON FINANCE
U.S. SENATE

Robert A. Waidner

President

Standard Railway Fusee Corporation
1209 FPidelity Building

Baltimore, Maryland 21201

Carl Johnson

Director of Signal Products
Olin Corporation

East Alton, Illinois 62024

Bart S. Fisher

Richard S. Charin
Patton, Boggs & Blow
2550 M Street, N.W.
Washington, D.C. 20037
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Summary of Testimony of the Pyrotechnic

Signal Manufacturers Association on

H.R. 2537, Strontium Nitrate Duty Suspension
Bill, Before the Subcommittee on International
Trade of the Committee on Finance of the Senate

The Pyrotechnic Signal Manufacturers Association
supports suspension of the present six percent
ad valorem duty on strontium nitrate as provided
n H.R. 37.

There are no substitutes for flares and fusees

in meeting the essential national security and
transportation needs of the United States.

There is no satisfactory substitute for strontium
nitrate in the manufacture of flares and fusees.

There is a critical need to assure the continued
availability of the necessary quantities of
strontium nitrate to the U.S. pyrotechnic signal
industry at reasonable prices. Unfortunately,

there is only one domestic producer of strontium
nitrate. Duty suspension legislation is essential
to encourage non-domestic producers to supply

the needs of the pyrotechnic signal industry and

to keep the costs of these supplies at a competitive
and reasonable level,

There are four reasons why the duty on strontium
nitrate should be suspended:

(a) the maintenance of a strong pyrotechnic
signal industry serves the national
security of the United States;

(b) the viability of the domestic pyrotechnic
signal industry would be assisted by the
continued access of the U.S. industry to
strontium nitrate at the lowest price
possible;

{¢) domestic employment would be increased by
the reduction of the duty; and

(d) U.S. consumers, and efforts to control
inflation in the United States, would
benefit from lower-priced pyrotechnic
products.
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STATEMENT
* of
THE PYROTECHNIC SIGNAL
MANUFPACTURERS ASSOCIATION

Regarding
H.R. 2537 N
STRONTIUM NITRATE .
DUTY SUSPENSJON BILYM '
, Before
. “§tz SUBCOMMITTEE ON INTERNATIONAL TRADE

of the

COMMITTEE ON FINANCE

OP THE SENATE

I. Introduction

Mr, Chairman, my name is Robert Waidner, President of the
Standard Railway Fusee Corporation, Baltimore, Maryland. I am
submitting this statement on behalf of the Pyrotechnic Signal
Manufacturers Association, an organization of businesses involved
in the manufacture of pyrotechnic signsl devices. I am accompanied
by Carl Johnson, Director of Signal Products, Olin Corporation, and
Richard s. Charin, of Patton, Boggs & Blow, Counsel for our
Association.

The Pyrotechnic Signal Manufacturers Association believes
that the present six percent ad valorem Column 1 duty on strontium
nitrate (T.S.U.S. Item No. 421.74) should be eliminated. Therefore,
we support H.R. 2537, a bill which, as amended, would suspend the
six percent Column 1 U.S. tariff on strontium nitrate until
December 31, 1982.

There are no substitutes for flares and fusees in meeting
the important national security and transportation requirements

of this country. Flares and fusees are necessities for both
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military and commercial transportation and more importantly provide
‘for the daily safety of rail and highway vehicles. Moreover,
strontium nitrate accounts for 70% of the cost of the materials
used in flares and fusees, and there is no satisfactory substitute
for strontium nitrate in their manufacture.

Thus, there is an urgent need to ensure an adequate supply
of strontium nitrate without the threat of damaging price
escalation. Unfortunately, our industry has only one domestic
producer of strontium nitrate. Duty suspension legislation,
therefore, is critically important to encourage non-domestic
producerl.:/

This legislation is needed to guarantee the fulfillment
of continuing national security requirements; to provide adequate
and necessary signalling for railroad operations; to provide
warning devices for safer highway operations; to ensure a continuing
supply of an essential tool in fighting forest fires; and lastly,
to provide "alert” and "locate” signals for pleasure boats and

fulfill the mandatory requirement for such items on U.S. ships.

11. Uses of Strontium Nitrate

Strontium nitrate is the principal chemical used in highway

flares, railroad fusees, marine signals and military pyrotechnics.

%/ The United States agreed to a reduction of its duty on strontium
nitrate from six (6) ¢ ad valorem to 4.2% ad valorem at the
Multilateral Trade Negotlations. However, even 1f this duty
reduction is put into effect, it will be made effective in "stages”
over an eight year period beginning January 1, 1980. 8uch a
reduction is, therefore, not a solution to the immediate and urgent
needs of the U.8, industry that uses this product.



Strontium nitrate imparts a brilliant crimson color to a warning
device along with light emitting rays which bank up and become
highly visible in rain, fog and snow. These qualities are essential
for an effective pyrotechnic signal and there is no satisfactory
substitute for strontium compounds in producing these effects

in pyrotechnic devices.

Military Uses of Strontium Nitrate

The military usage of strontium nitrate is extensive, as

get forth below:

Tracer Ammunition. A principal direct military use for

strontium nif:rate is in tracer ammunition. When tracer ammunition
is used in intermittent rounds of fire, the accuracy of the aim
of the weapon and person can be determined. The ability to
determine accuracy is necessary to all fighting branches of the
military in both day and night firing.

Military Flares. The second military use of strontium nitrate
is in flares and signal devices. These flares are used for various
tactical operations, for distress and rescue signalling, and for
{llumination. They are produced in various sizes, shapes, and
types and usually are red flares to be used alone or with an
ejecting or propelling device. A strontium flare used by military
aviators will float on water, and may be used, for example, to

expose the movements of enemy naval units. The Army possesses a
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special mechanism to be attached to a rifle for firing flares.
Also, there is a flare that can be released from a submerged
submarine, Strontium nitrate coﬁprllcl about forty percent (40%)
of these formulations by weight.

Marine Distress Signals. FPlares are used as marine distress

signals by both the military and civilians. Warning flares are
carried by all merchant vessels, and recantly promulgated Coast
Guard regulations now require most U.S. pleasure boats to carry
aerial flares. In addition, the Coast Guard currently is preparing
specifications that would enable it to put into effect regulations
requiring pleasure boats to carry hand-held flares.

Marine distress signal equipment consists of hand-held
flares, parachute flares, pi-tol.propelled flares, and rockets
for use on ships. Some of the larger djstress rockets can be
fired several hundred feet in the air, and some release showers

of "stars"™. For small craft a hand-held distress signal is used.

Non-military Uses of Strontium Nitrate

Warning Devices. Strontium nitrate is used in red highway
flares and railroad fusees. PFlares are used in great quantity
every day as warning devices by truck drivers, ﬁyrnpiko authorities,
police and motorists. It should be noted that federal regulations
recommend carriage in all power units operated in interstate
commerce, and most states have laws or regulations regarding the

use of use of these emergency protective devices within their states.

59-253 0 - 80 - §



60 -

Nearly two-thirds of the states require that fusees be carried
on certain types of vehicles. oo

Finally, and most importantly, railroads, as a safety
necessity, use fusees for signalling in the yards and on the

line of road.

Other Uses. Strontium nitrate is also used in other products
such as:

(a) Back-firing torches for fighting forest fires;

(b) Lighting and warning flares used during repair
of telephone lines;

(c) Chromate coatings (as a rust proofing element):

(d) ?eag?ntl used in chemical tests (highly purified
orm) ;

(e) Fireworks

III. Rationale for Suspension of the -
Buty on SE:onE{EEVNIErAEQ

There are four reasons why the duty on strontium nitrate

should be suspendeds:
(a) the maintenance of a strong pyrotechnic signal
industry serves the national security of the United States;
(b) the viability of the domestic pyrotechnic signal
industry would be assisted by the coatinued access
of the U.S. industry to strontium nitrate at the lowest
price possible:
(c) domestic employment would be increased by the reduction

of the duty; and
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(d) U.S. consumers, and efforts to control inflation in

the United States, would benefit from lower-priced
pyrotechnic products.

The U.S. pyrotechnic signal manufacturing industry today
is in a dangerously exposed position that not only threatens
the continued viability of the industry, but also presents a
potential national security hazard for the United States. This
critical situvation has resulted from the abandonment of the market
by important suppliers of strontium nitrate, leaving pyrotechnic
signal manufacturers in the intolerable position of having only
one domestic supplier of this irreplaceable component of their
product.

Prior to June 30, 1975, the domestic pyrotechnic signal
industry depended on the Grasselli, New Jersey plant of the E.I.
du Pont de Nemours Company to supply most of its requirements for
strontium nitrate, and imported only minimal amounts of the
product. However, on that date, Du Pont entirely discontinued
the production of strontium nitrate, leaving the pyrotechnic
sigral industry dependent on a single U.S. supplier and on
imports from foreign markets such as Canada, which had the potential
to be a major producer of strontium nitrate for the world
marketplace.

After Du Pont ended production of strontium nitrate, the two
principal firms continuing to supply the pyrotechnic signal
industry were FMC Corporation, a U.S. company with a plant located
in Modesto, California, and Kaiser Aluminum and Chemical Corporation
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with a plant located in Nova Scotia. However, in August 1976, Kaiser
Aluainum announced the closing of its Nova Scotia plant, ending
production of strontium nitrate.

It is extremely undesirable to have only one supplier of
strontium nitrate to the U.S. pyrotechnic signal industry. Our
Association believes that it is essential, at a minimum, to have
_ two suppliers in the strontium nitrate business to supply the
needs of the pyrotechnic signal industry. Fortunately, potential
suppliers in other countries such as Italy, West Germany and
Switzerland have shown an interest in supplying the U.8. pyrotechnic
signal industry with strontium nitrate. We believe that suspension
of the duty on atrontium nitrate is essential in order that
supplies from these sources can be obtained at a cost which will
enable the continued operation of our industry.

In addition, suspension of the duty on strontium nitrate ”
would permit our industry to offer flares and fusees to the
American consumer at a lower price than would otherwise be the
case. It is well known that the prices of many domestic goods
are constrained fairly closely by the landed cost, including
tariffs, of comparable foreign productl.:/ Strontium nitrate
is no exception to this general proposition. Suspension of the

%/ BSee Bell, "Some Domestic Price Implications of U.S. Protective
asures”, in Commission on International Trade and Investment

Polig; Ragor to the President: Unlted States Internationa
con L) cy in an fntorae ndent World. Fapar VoI. I,
at 155 (157
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duty will mean lower domestic prices of strontium nitrate for
the U.S. pyrotechnic signal industry, which in turn will mean

lower prices for flares and fusees produced in the United States.

The Role of FMC as a Supplier

The reliability of FMC as a producer and supplier of
strontium nitrate is an important issue. The Pyrotechnic Signal
Manufacturers Association believes that its fears regarding the
high prices and the potential non-availability of supplies that
could well result from forced reliance on a single supplier are
well grounded in the past history of the strontium nitrate
,market.

FMC has been an intermittent supplier of strontium nitrate
in the past, and it is possible that it might again stop
production or be unable to supply the pyrotechnic industry. In
1973 FMC switched out of strontium nitrate to increase its
production of strontium carbonate, citing its belief that
strontium carbonate, due to its usage in television tubes, would
be a more profitable product in the long run. This move by FMC
left th; pyrotechnic signal industry with only one supplier
of strontium nitrate, Du Pont, which in turn left the business
in June 1975. It is difficult to believe that FMC would not
again transfer out of strontium nitrate into a more profitable

area should the fundamentals of the market change dramatically.



64

Secondly, FMC's Modesto product line includes barium carbonate,
strontium carbonate, barium nitrate, and strontium nitrate.

FMC is, therefore, a less reliable supplier than Du Pont, which
produced only strontium nitrate. Now, without Kaiser Aluminum
in the market, the situation is becoming a national security and
safety hazard for the United States.

Our estimate of the average strontium nitrate consumption
in the United States and Canada for the past five years is
sixteen million pounds annually. Our estimate of industry-wide
sales of fusees and flares in the United States for the psst five
years averaged 230,000 gross, or 33,000,000 piecea annvally.

It is not unrealistic that the usage of flares and fusees
will increase in the years ahead and require a higher production
of strontium nitrate. First, the Federal Railway Administration
has promulgated a strengthened Rule 99 effective as of August 1},
1977. Rule 99, or as it is commonly known, "The Flagging Rule,”
outlines procedures for protecting the rear of all railroad trains.
If the railroads follow this strengthened rule, there will be an
increased use of fusees throughout our railroad system. In
addition, increased reliance on coal for domestic energy needs
will necessarily increase railroad usage of fusees since railroads
are the primary means of coal transportation.

Second, if marine distress signals are required on pleasure
boats, as presently contemplated in regalations about to be

promulgated by the U.S. Coast Guard, another market will be
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considerably broadened. - Accordingly, usage of twelve thousand
tons of strontium nitrate is not improbable within the very near
future.

Who will supply these needs? A report put out by FMC
indicates that that company's strontium nitrate capacity irres-
pective of other chemicals is 10,000 tons: however, we consider
this to be an unrealistic figure. A more representative figure
for industry usage is the "preferred mix" number of 4,000-~7,000
tons. The reason the "preferred mix" figure is more realistic
is that FMC also produces three other chemicals at its Modesto
plant, and it's highly unlikely that economic conditions would
permit FMC to use its "maximum capacity”™ at any one time for
strontium nitrate. FMC's actual or potential capacity to produce
strontium nitrate is essentially irrelevant to a consideration
of the problems of the pyrotechnic signal industry. The point
of primary importance is that because of PMC's "monopoly” position
as the domestic supplier of strontium nitrate, any decision
regarding the level of production of this product rests entirely
with FMC's management and is substantially independent of the
requirements of the pyrotechnic industry. Most importantly, FMC's
assurances that it can and will supply fully U.S. market demand
for strontium nitrate have not proven reliable in the past.

Clearly, the pyrotechnic signal industry will have to turn
to other sources of supply to meet its requirements, and, in fact,
during the past several years the U.S. pyrotechnic signal industry

has found it necessary to import strontium nitrate.
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Apart from the quelt{on of FMC's unrealiability as a
supplier is its monopoly pricing of strontium nitrate since 1976.
FMC in its position as the sole U.S. supplier of strontium nitrate
has consistently raised the price of the product to the U.S.
pyrotechnic signal industry. It should be emphasized that
strontium nitrate represents two-thirds of the cost of the
composition used in all pyrotechnic items produced. FMC's prices
have progressed as follows:

Price for Strontium Nitrate
(in cents per pound)

Date F.0.B., Modesto, California
January 1, 1976 $ .25
July 1, 1976 .28
January 1, 1977 .31
January 1, 1978 .33
January 1, 1979 .37
January 1, 1980 .41

Despite PMC's monopoly pricing of strontium nitrate, the
domestic industry that nanu!ictures flares and fusees has not
raised its prices correspondingly. For example, since 1975,
the Signal Products Division of Olin Corporation has increased its
prices only about 45 percent, while PMC has increased its prices
during this period 62 percent. Moreover, since 1973, Olin has had an
eighteen percent decrease in its pyrotechnic signal products
business, due largely to PMC's price increases. We estimate that
about 500 workers are involved in the manufacturing of snd products
using strontium nitrate in the United States. Many of these jobs
would be endangered if it became impracticable to import strontium
nitrate into the United States.
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National Security. Apart from the impact on the economy
and employment, the national security interests of the United States
should be considered. As noted above, the military forces of the
United States need aerial flares, marine distress signals, and
railroad fusees for their bgsic transportation operations.
Moreover, in the event of a national security emergency there
would be a greater need to move troops and supplies than normally
exists. It is known to the industry that the greater density
of traffic on highways and rail lines does require use of a
disproportionately large number of flares. An indication of the
massive use of flares in emergency situations can be obtained when
it is realized that 3,000 flares have been used in one_ evening
to guide traffic through the fog on the Pennsylvania Turnpike.

To ensure access to foreign strontium nitrate supplies at the
lowest prices possible for U.S. military forces, and for any
national em;rgency that might arise, the U.S. Government should

suspend the present duty on strontiun nitrate as provided in H.R. 2537.
IV. Conclusion

The U.S. pyrotechnic signal industry is of critical
importance to the military, transportation, and overall national
security needs of the United States. The continued productive
capacity of this industry is totally dependent on access to
supplies of strontium nitrate at reasonable prices. The principal

way in which the U.S. Government can contribute to the economic
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well-being of this important industry is by assuring that
strontium nitrate is available to the industry on a competitive
basis. This goal can be achieved by suspending the current six
percent duty on strontium nitrate, thereby allowing foreign
producers to more effectively compete with the single domestic
supplier in this market.

Senator RiBicorr. H.R. 6089. Is there a spokesman here?

STATEMENT OF LAWRENCE E. BLANCHARD, JR., VICE PRESI-
DENT, ETHYL CORP. ON BEHALF OF THE AD HOC COMMIT-
TEE ON LEAD CONSUMERS

Mr. BLANCHARD. Mr. Chairman, I am Larry Blanchard. I am
executive vice president of Ethyl Corp. I am here on behalf of the
Ad Hoc Committee of Lead Consumers.

We appreciate your scheduling the hearing so early in this ses-
sion on H.R. 6089. Also, there is Senate bill 2250, which was just
introduced by Senator Nelson and the blanks in my prepared state-
ment should be filled in with that Senate bill number.

These are bills which suspend until January 1, 1982 the conver-
sion of the rates of duty on certain unwrought lead to an ad
valorem basis and we support these bills.

Joining me at the hearing today are two of my colleagues at
Ethyl, Mr. Jack Wright, director of purchasing and traffic, and Mr.
Max Turnipseed, manager of international trade affairs. Here with
us as counsel is Will Leonard of Busby, Rehm & Leonard.

In addition we have with us a group of the lead consumers, Mr.
Thomas Callahan, senior vice president, finance and administra-
tion, Exide Corp.; Mr. Samuel Goldberg, vice president, Inco,
United States, Inc.; Mr. Bernard Kavanaugh, metals coordinator,
Globe Union, Inc.; Mr. Paul Piccone, director of materials, Exide
Corp.; Mr. Donald Priebe, manager, metal procurement and con-
trol, Gould, Inc.; Mr. William Wilke, vice president, engineering
and manufacturing, Hammond Lead Products, Inc.; and finally,
Mr. Robert Wilbur, who is director of government relations of the
Battery Council International, who would also like to say a few
words, if I can go through fast enough.

Collectively, our companies annually consume over 70 percent of
all the unwrought, unalloyed lead used in the United States.

Mr. Chairman, during my testimony I may make reference to
our written statement—and exhibits—submitted yesterday. I ask
that you include that statement as part of the record.

As part of the Tokyo Round, as you gentlemen know, some 500
specific and compound rates of duties were converted to ad valorem
rates. Included in this conversion was the specific rate of 1.0626
cents per pound on unwrought lead—item 624.03.

In other words, roughly a penny a pound on lead was the old
specific rate. This was recommended to be converted to the rate of
5.1 percent ad valorem which was what it should have beei; if lead
were about 20 cents per pound, which it was back in 1976.
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Actually in the spirit of the Tol;iro rounds, this was reduced from
5.1 percent to 4 percent and finally to 3.5 percent and this back-
ground would seem to indicate that the current rate is lower, and
therefore complied with the spirit of the Tokyo round.

In actuality, the rate on lead has been increased over 65 percent
at today’s prices and over 100 percent at the price level of just 3
months ago.

At the rate of 3.5 percent, the rate that became effective January
1, it is obvious that at any price level above 30.36 cents per pound
there is an increase in the duty over the old l1-cent rate and, in
fact, the price of lead has not been below 30 cents since 1977.

What has hafppened is that there has been a quirk in the market-
place. A lot of it has been heavy Russian buyinfl for undisclosed
purposes causing a steep price rise in lead, which has had an effect
on us, as consumers, and substantially increased the price of lead,
particularly in the past year, with the result that the resulting
duty has been dramatically increased.

In essence, we just plain do not think this is fair within the
whole purpose of the Tokyo round and its reduced tariffs. All this
has done is increase the tariff dramatically.

The lead producers may contend that they need this tariff protec-
tion because of stringent, well-known OS and EPA regulations
on lead. This is not consistent with the approach in the Tokyo
round and, if it were, certainly the duties on lead antiknock com-
pound, should have been increased, not reduced by 50 percent,
since the same problem applies to the antiknock compound indus-
try, and countless other industries.

Certainly the battery producers face increases in costs from
OSHA and EPA rules that are at least as great as those faced by
the domestic lead producers.

The point is that the lead producers do not have any more OSHA
and EPA problems than we do. This is a cross many industries are
having to bear and while we think there are many solutions, tariff
windfalls are not one of them.

All domestic lead will rise in price by the amount resulting from
the duty increase due to the 3.5 percent ad valorem rate. U.S.
companies purchasing lead will have to pass on most of this in-
creased Furchase rice to consumers. We estimate that the-price
effect of the additional duty over the old rate will be over
$20,000,000 at the current price level. Clearly, this is an unfavor-
able impact on the U.S. economy.

The intent of all these tariff revisions was to reduce tarifs, not
dramatically raise them. Therefore, we urge this subcommittee, the
Committee on Finance and the U.S. Senate to pass H.R. 6089 or
S. 2250, thereby suspending for the next 2 years the ad valorem rate
of duty and returning to the previous specific rate of duty on
unwrought, unalloyed lead. During the 2-year suspension, the price
behavior of lead should be closely followed to see if the ad valorem
rate of 3.5 percent correctly reflects the level of protection that
existed with the specific duty of 1.0625 cents per pound. Congress
then would have an opportunit%to provide legislation to enact the
proper ad valorem equivalent. We aren’t even arguing for a reduc-
tion in the previous protection received by domestic lead lproducers.
We just don’t think the producers should get a windfall from the
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conversion to an ad valorem equivalent that is based on 1976 lead
price levels.
Senator Risicorr. I think that we understand the problem.
Senator Dole, Senator Danforth, do you have any %Joe;tions?
Senator DoLk. I would be gﬁd to yield my time to somebody who
wanted to make a comment.

STATEMENT OF ROBERT H. WILBUR, DIRECTOR, WASHINGTON
OFFICE, BATTERY COUNCIL INTERNATIONAL

Mr. WiLBUR. I am Robert Wilbur representing the Battery Coun-
cil and the Independent Battery Manufacturers’ Association.

Mr. Chairman, Senator Dole, Senator Danforth. The battery in-
dustry strongly supports S. 2250 to suspend this tariff increase.

The battery industry is already facing a significant impact from
the rising Erice of lead and from the forthcoming price of compli-
ance with EPA and/or OSHA rules. As Mr. Blanchard has stressed,
we recognize the lead industry also faces similar costs.

We think to increase the tariff which would strike at the battery
industry at a time when sales are already down because of in-
creased prices, but production is off, is the wrong approach. Many
plants are on short weeks or layoffs.

Certainly to throw the cost of compliance of one industry in large
part upon another, through an increased tariff, is inequitable to
the battery industry and only compounds the problem that the
battery industry already faces.

Senator Risicorr. Thank you, gentlemen.

Did you want to add something, Congressman Frenzel?

This panel has been closed, but I extend you the courtesy, if you
have some comments.

Representative FRENZEL. 1 appreciate that, and I will be brief.

STATEMENT OF HON. BILL FRENZEL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Representative FReNzEL. Thank you very much, Mr. Chairman.

My name is Bill Frenzel, I am a Congressman from Minnesota’s
Third Congressional District and I am here to support my bill
which is pending in the House and a similar one which I under-
stand will be soon introduced in the Senate.

You have heard the testimony of the panel who preceded me and
I havg a statement which I hope, and ask, will be accepted in the
record.

Senator Risicorr. Without objection, your entire statement will
go into the record as if read.

Representative FRENzeL. Mr. Chairman, my interest here is that
I was dismayed to find, because of the rapid increases in this
particular commodity and price increases through a year period
about a year ago caused the new percentage rate to require a very
substantial increase in the duties on lead.

Unfortunately, most of us felt—or rather, most of us felt during
the MTN negotiations that we were lowering tariff and we now
find, with respect to lead, we have almost doubled them.

That places, I think, an unreasonable burden on consumers of
lead in this country and as a buyer of gasoline and batteries and
things like that, and as a representative of constituents who buy

ere was one other person.
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them, I see that there is no real need to lay an extra $20 million of
costs or whatever it computes at today’s price of lead upon the
consuming public.

I spoke to the U.S. Trade Representative on this matter. He
indicated to me that for various reasons he was not able to change
the 3.5-percent rate and therefore, in my judgment, it is necessary
to pass H.R. 6089 or something like it, to indemnify consumers
against unnecessary and unreasonable increases in the cost of prod-
ucts that may contain lead.

Senator, that is all I need to say.

Senator RiBicorr. As I understand your position, Congressman,
there is a definite loss to American manufacturers and consumers
and no correlative gain for American producers of lead.

Representative FRENZEL. That is exactly my point, Senator. We
are going to have to import a certain amount of lead, anyway. The
3.5-percent rate merely means we will pay more for it.

Senator RiBICOFF. Are there any questions?

Senator DANFORTH. Congressman Frenzel, you were very active
in the House Ways and Means Committee and also in the confer-
ence on the enabling legislation the Trade Act that we passed last
year, and now we are undoing within a month something that was
part of a total package that was years in the making.

Hov;r does it happen that suddenly we are tearing the package
apart’

Representative FRENZEL. I do not think any of us, Senator, were
s0 naive to think that we were writing on tablets of stone that
would not require periodic adjustments and amendments.

Senator DanrorTH. This is sort of writing in air, is it not?

Representative FRENZEL. Pardon me? ‘

Senator DaNFoORTH. This is not only writing in stone when it is
just a few weeks later. It is sort of like writing on water.

Representative FRENZEL. We are writing with a lead pencil.

At the time we were working on that, I was unaware of the
doubling of the lead price within about a year's time. In my judg-
ment, that condition is one of maybe a series of things that ought
to take some attention on our g:rt. When you will have that kind
of an increase, we ought to able to act to take care of it.

Senator DANFORTH. Supposing that the lead industry is a cyclical
industry and that it has frequent shifts, changes, in prices and
profits and so forth. Should we be forever introducing bills, chang-
ing from specific duty rates to ad valorem rates and back again
with each peak and valley?

Representative FRENZEL. It depends on how cyclical it is. Yes, if
it is going to double, or half in consecutive years, I think we should
pay attention to it. On the other hand, the history of the commod-
ity NPrices on most materials has not been that volatile.

y bill, for instance, is a 2-year bill which, I guess, is comparable
to most of our duty suspensions or alterations. A

I do not know how long the situation is going to pertain, but I
think we ought to be able to respond to massive changes in price
range, such as we have observed.

Senator DANFORTH. Do you think that in considering our position
on duties and trade that we should consider what other countries’
policies are in respect to the same commodities?
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Representative FRENZEL. Yes.

In this case, you are aware who the principal exporters are. We
have been engaged in rather complicated negotiations with them
on a variety of commodities and subjects and I am very disap-
pointed that we could not do better on this one for ourselves, but I
think that we have gotten ourselves in a snarl where to do some-
thing good for ourselves involves giving them something which
they cannot reciprocate for.

Senator DANFORTH. Who “ourselves” is depends on which State
you happen to represent?

Representative FRENzEL. It depends whether you have a mine, or
people who buy batteries.

Senator DaNroRrRTH. Thank you.

Senator RiBicorr. It seems to me that you have the manufac-
turer of batteries in your district.

Representative FRENzEL. I do not, Mr. Chairman, but I have
them in my State.

Senator RiBICOFF. In your State. And our distinguished colleague
on this committee, I would assume, has a lead producer in this
country in his State?

Senator DANFORTH. Eighty-five percent.

Senator RiBicorr. It would seem to me in a situation like this
with two men whom I respect and have extreme commonsense,
that you ought to be able to work out a formula to take care of an
unusual situation that now pertains and I would hope before the
markup that maybe you, Congressman, and the Senator could have
a little chat together.

SeReg;'esentatwe FrenzeL. I think that is an excellent suggestion,
nator.

Senator Risicorr. Thank 'Ru very much.

Representative FRENzEL. Thank you.

[The prepared statements of the preceding panel follow. Oral
testimony continues on p. 90.)
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STATEMENT BY LAWRENCE E. BLANCHARD, JR.,
EXECUTIVE VICE PRESIDENT OF ETHYL CORPORATION
RICHMOND, VIRGINIA

SUBMITTED TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE COMMITTEE ON FINANCE
FEBRUARY 5, 1980

SUMMARY OF THE STATEMENT IN SUPPORT OF H.R. 6089

The specific rate of duty on lead was converted to an
ad valorem rate based on 1976 price levels for imported lead.
Subsequent to that conversion process, unprecedented price in-
creases during the past year have resulted in substantial increases
in duty that adversely affect the U.S. economy.

One of the intended objectives of the Tokyo Round of
Multilateral Trade Negotiations was to reduce tariffs, not
dramatically increase them. We contend that the application of a
3.5 percent ad valorem duty rate to lead (Tariff Item 624.03) has
increased the duty over 65 percent at today's prices and over
100 percent at the prices that prevailed just three months ago.

A steep rise in the price of lead in 1979 (due largely to the
Russians' buying substantial quantities of lead) and the con-
version of a specific duty rate to an ad valorem rate, based on
1976 prices that were about one third of current lead price
levels, have caused a substantial increase in the amount of duty
lead importers and ultimate consumers must pay. We strongly urge
that the Congress enact legislation such as H.R. 6089, thereby
osuspending for the next two years the ad valorem rate of duty

and returning to the previous duty rate of 1.0625 cents per pound

on unwrought, unalloyed lead.
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STATEMENT BY LAWRENCE E. BLANCHARD, JR.,
EXECUTIVE VICE PRESIDENT OF ETHYL CORPORATION
RICHMOND, VIRGINIA .
SUBMITTED TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE COMMITTEE ON FINANCE
FEBRUARY 5, 1980
I am Lawrence E. Blanchard, Jr., Executive Vice President of
Ethyl Corporation. This statement is submitted on behalf of an
Ad Hoc Committee of Lead Consumers. Our Committee very much
appreciates that a hearing has been scheduled so early in this
session on H.R. 6089/S. , bills to prohibit until January 1,
1982, the conversion of the rates of duty on certain unwrought

lead to ad valorem equivalents. We support and strongly urge that

the Congress enact these bills,

Our Ad Hoc Committee of Lead Consumers includes six individual
companies and the Battery Council International. The companies

included are:

ETHYL CORPORATION GOULD INC.
330 South Fourth Street Automotive Battery Division
Richmond, Virginia 23219 Post Office Box 3140

St. Paul,Minnesota 55165
EXIDE CORPORATIONII HAMMOND LEAD PRODUCTS, INC.
5 Penn Center Plaza Post Office Box 308
Philadelphia, Pennsylvania 19103 Hammond, Indiana 43625
GLOBE UNION INC. PRESTOLITE BATTERY DIVISION,
5757 North Green Bay Avenue an ELTRA COMPANY 2/
Milwaukee, Wisconsin 53201 511 Hamilton Street

Toledo, Ohio 43694
Collectively, the companies in this Committee annually consume
over 707% of all the unwrought, unalloyed lead used in the United

States.

1/ subsidiary of INCO Limited of Toronto, Canada
2/ Subsidiary of ALLIED CHEMICAL CORPORATION, Morristown, N.J.
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Collaborating with me in the preparation of this statement
are two of my colleagues at Ethyl Corporation, Mr. Jack C. Wright,
Director, Purchasing and Traffic, and Mr. Max Turnipseed, Manager,
International Trade Affairs; Counsel serving the Ad Hoc Committee,
Mr. Will E. Leonard, of Busby, Rehm, and Leonard, P.C.; and these

addittional representatives for the members of our Committee:

Mr. Thomas P. Callahan
Senior Vice Presifent. Finance and Administration
EXIDE CORPORATION!/

Mr. Samuel Goldberg
Vice President
INCO UNITED STATES, INC. l/

Mr. Bernard E. Kavanagh
Metals Coordinator
GLOBE UNION INC.

Mr. John A. Peterson
Vice President, Dfirector of Materials Management
PRESTOLITE BATTERY DIVISIONZ </

¥r. Paul F, Piccone
Director of Materjals
EXIDE CORPORATION!/

Mr. Donald J. Priebe
Manager, Metal Procurement and Control
GOULD INC.

Mr, William P, Wilke IV
Vice President, Engineering and Hanufacturing
HAMMOND LEAD PRODUCTS, INC.

Mr. Robert Wilbur
Director, Government Relatfons
BATTERY COUNCIL INTERNATIONAL

1, subsidiary of INCO Limited, Toronto, Canada
E/ Subsidiary of ALLIED CHEMICAL CORPORATIONK, Morristown, K.J.

59-253 0 - 80 - 6
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BACKGROUND

As part of the Tokyo Round of Multilateral Trade Negotiations
(MTN)} some 500 selected specific and compound rates of duty, in-
cluding the specific rate of 1.0625 cents per pound on unwrought

lead, tar{ff item 624.03, were converted to ad valorem rates. The
conversion process began with a request in March of 1978 from the
Office of the Special Representative for Trade Negotiations (STR)
to the U.S. International Trade Commission (USITC) to provide STR
with the USITC's advice on converting specific and compound rates
of duty to ad valorem rates. The USITC made its conversion to ad
valorem equivalents based primarily on trade data for 1976. Since
the average price in 1976 for imported unwrought, unalloyed lead,
was 20.8 cents per pound, the Commission fn June of 1978 recom-
mended that the Column I rate of duty be converted to 5.1%. This
became the rate used by STR for purposes of negotiating a tariff

concession on this item during the Tokyo Round.

The Tokyo Round of negotiations resulted in a reduction from
the 5.1% rate to a 4% rate to take effect January 1, 1980. During
the bilateral negotiations between the Unfted States and Mexico in
late 1979, a further concession on unwrought lead was provided
which reduced the 4% rate to 3.5%. This {is the rate that became
_ effective January 1, 1980, for TSUS Item 624.03.
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CURRENT TARIFF STATUS

Considering this background one may ask why lead consumers
are now so concerned about the 3.5% rate of duty which became
effective January 1, 1980 -- a rate which appears to be a lower
rate than the 5.1% rate resulting from the conversion process.
In actuality, instead of being a reduced rate of duty, and even
though the reduction of duties was one of the intended objectives
of the MIN, the new rate of duty on Item 624.03 has in effect
been increased over 65% at today's prices of lead and over 100%
based on prices of lead prevailing just three months ago. As
lead importers and consumers, we will start paying this sub-
stantial increase of duty as of January of this y;ar and our
customers will be paying more for our products because of the
increase in lead costs due to a higher lead duty. Clearly this
increase introduces still more unnecessary inflationary pressure

on the U.S. economy.

LEAD PRICE HISTORY IN RELATIONSHIP TO DUTY RATES

A perspective on lead price levels over the past 5 years in
relationship to tariff rates and the resulting cents-per-pound
enuivalents is ncc&d to more clearly see how inappropriate the
converted ad valorem rate based on 1976 is when compared to recent
eyuivalents that result from applying a 3.5% ad valorem rate to

the price levels for lead which have tripled since 1976,
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The pfice level of domestic lead remained relatively stable
throughout 1976, It ranged from 19 to 25.75cents per pound. Even
during the four and one half year period from 1974 to mid-1978,
the domestic price of lead just ranged from 19 to 33 cents per
pound. In September of 1978 however, the price began to rise at
an unprecedented rate. It tripled from the 1976 levels of 20
cents per pound to 63 cents per pound in October, 1979. The
domestic lead price history is reflected in Ethbit I.

- The specific tqriff rate of 1.0625 cents per pound now
translates to 1.75 cents per pound at the new ad valorem rate of
3.5% based on the current price level for lead of 50 cents per
pound -- a 65% increase. As recent as just three months ago, in
October of 1979 when the price of domestic lead was 63 cents per
pound, the duty on lead at the new 3.5% ad. valorem rate would have
been equivalent to 2.205 cents per pound. At this price level,
the duty fncrease will exceed 100% of the specific duty rate of

1.0625 cents per pound which was in effect until Januvary 1, 1980,

A 1ist of relevant ad valorem duty rates and the corresponding

equivalent duty amount expressed in cents per pound at lead prices
ranging from 20-65 cents per pound i{s reflected in Exhibit II. It
can be seen from reviewing the equivalent cents per pound levels

indfcated on Exhibit 1II in the column for the current ad valorem

rate of 3.5%, that any lead price level exceeding 30.3572 cents

per pound results in a duty which is greater than the previous



79

specific rate of 1.0625 cents per pound. At today's lead price
level the amount of increased duty is staggering enough, but over
the next decade the outlook 1s even bleaker with lead prices
expected to stabtlfze in excess of 60 cents>per pound early in the

decade and rise to an average over 65 cents per pound by 1985.3/

The unforeseen and unprecedented price increases for lead
during 1979 (due largely to the Russfan's buying substantial
quantities of lead), and the duty rate being converted to an ad
valorem rate are the basic reasons that such a substantfal in-
crease has occurred in the amount of the duty on imported lead.
It is unfortunate that the Administration chose not to reduce the
negotiated ad valorem rate to a level more equivalent to the
previous specific duty rate of 1.0625 cents per pound when it had
the opportunity, even though the President had authority from
Congress to reduce tariff rates up to 60% and this authority was

exercised in many fnstances.

U.S. LEAD PRODUCERS' POSITION

The Administration's decisfon not to cut the duty on lead

below a 3.5% level may be due in large part to objections from the

3/ Chase Econometrics, E«szuifva Summary Report, January 1980,
"Meta¥s Investment *- che Eighties: OQutlook Unsettled by
Energy Risks," page !
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U.S. lead producing fndustry. The duty rate conversion and sub-
sequent unprecedented increase in the price of lead presented the
domestic lead producers with a windfall increase in protection--all
within the framework of a round of tariff reductions. This is an
unexpected benefit they seem unwilling to gfve up even though they
appear to be operating at nearly full capacity and cannot produce
enough lead to meet the annual U.S. demand. The Unfted States
continues to be a2 net {mporter of lead, currently importing over
15% to meet annual demand. Forecasts indicate that net imports

will have to increase even more over the next decade.d/

In addition to our reguirements for lead importations to meet
what we might call routine needs, we should also recognize that the
Administration has set a goal for lead metal! in our national
defense stockpfle of some 865,000 tons. Since the current level is
601,000 tons, this would call for an additional tonnage increase of
264,000 tons as soon as the Congress might agree to the goal.
Meeting this demand would add a further burden to the U.S. lead
producing industry which it is not capable of meeting over a short
term, and no doubt would set the stage for and require even a

higher level of {mported lead.

It §s not our intention to harm the domestic lead producers at
all, since we believe that they must be a strong viable industry to

meet the critical needs of our country. The fact is, that since

:/ Chase Econometrics, Executive Summary Report, Januiry 1980,
THetals Investment in the Eightfes: Outlook Unsettled by
Energy Risks," page 27.
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we must import some 15 percent of the lead metal required to meet
our current needs there should be no excessive barriers thrown up
to hinder these imports or to force prices upward due to factors

other than basic supply and demand. An excessive duty would have
the effect of adding such excess to the price which the ultimate
U.S. consumers must pay. We feel that the domestic producers are
adequately protected from any foreign competition at the 1.0625

cents per pound duty level.

U.S. lead producers may contend they need additional tar{ff
protection because of strenuous OSHA and EPA regulations. But, we
submit that additional tarf{ff protection was not an objective and
fs not consistent with the overall results 'of the MIN. [f the
approach of the MTN in the tariff negotiations were to provide
additional protection as offsets to other costs, certainly the
duty rate on antiknock compounds should have been itncreased, not
reduced by 50%, since the same problem applies to the antiknock
and countless other industries adversely affected by EPA and OSHA
regulations. Certainly the battery producers face undefined
increases in costs from EPA and OSHA rules thét are at least as
great as those faced by the U.S. lead producers. The point {s
that U.S. tead producers do not have any more EPA and OSHA
problems than we do. This is a burden that all industries are
having to bear, and while we think there are many solutions,

windfall tariff protection is not the appropriate solutfon.
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ECONOMIC IMPACT ON U.S. ECONOMY

The economic effects, therefore, of this increase in the cost
of imported lead are that those who buy lead, principally the
battery, chemical, ammunition and pigment manufacturers in the
United States, must pay more for the imported lead. It will not
be just the imported lead which will cost more, however. Domestic
producers of lead, if the past is any prologue, will increase
the price of their product by the amount of the increase in duty
of the imported lead. Thus, all lead bought in the United States
will reflect the higher price caused by the increased duty. Those
U.S. companies which purchase this higher priced lead will have to
pass most of their increased purchase costs on to the consumers
of their products. Based on the 1978 import statistics for
TSUSA 624.0350 of 455,715,000 pounds, the estimated additional duty
amount in excess of the 1.0625 cents per pound previously paid
(using current lead price levels of 50 cents per pound) plus the
corresponding increase in the price of all domestically consumed
lead resulting from this additional duty, will result in an
unfavorable impact on the U.S. economy of about $20,625,000 a
year. This estimated annual amount will, of course, change as
lead price levels change. Additional information and estimated
costs resulting from this duty increase are reflected in Exhibit
III. It hardly bears repeating that our beleaguered economy,
already plauged by inflation, does not need this kind of unnecessary

cost increase.
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CONCLUSION

If indeed, the intention and objective of the MTN was to
reduce tariffs, we urge this Subcommittee, the full Committee on
Finance, and the U.S. Senate to pass legislation such as S.

and H.R. 6089, which would suspend for the next 2 years the ad

valorem rate of duty and put back into effect the previousty
existing specific rate of duty on unwrought, unaltoyed lead.
During the 2 year suspension, the price behavior of lead should be
closely followed so that at the conclusion of the 2 years, a fair
and reasonable rate may be established. If a different ad valorem
equivaltent {s then deemed more appropriate, the Congress would
then have an opportunity to enact legistation providing a new,

more appropriate ad valorem duty rate.

It 1s not at all our intention to reduce the previous tariff
protection the domestic Yead producers had. Similarily, we do not
belfeve that we, nor the ultimate consumers in the United States,
should be adversely affected by an increase in “he price of lead
and lead products resulting from a duty increase. After all, an
intended objective of what has been hafled as the greatest round
of internatfonal trade negotfations ever concluded was to reduce'

tariff rates.

Our position in support of S. and H.R. 6089 is that the
U.S. lead producers are well protected from foreign competition at

the previous specific duty rate of 1.0625 cents per pound that was
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in effect, and that any additional duty resulting from a change
to the new ad valorem rate would only add to the burden of in-
flatfon being borne by the U.S. consumers of products containing
lead. We request expeditious action by Congress so that the
specific rate of 1.0625 cents per pound on Tariff Item 624.03 can
be reinstituted effective January 1, 1980.

Thank you for this opportunity to present our views to the

Subcommittee in this statement.
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EXHIBIT |

Price History of Unwrought, Unalfoyed Lead - Quoted New York Spot Prices (2)

Date of Price Date of Price
Change $/1b. Change $fib.
10=12+72 14,5 5-04-78 31.0
8-14.78 33.0
1-12-73 15.0 9-12.78 _ 35,0
2-08-73 15.5 10-06-78 37,0
301473 16.0 10=31-78 38.0
4=30-73 16.5
12-10-73 19.0 102279 40,0
1=18-79 42.0
3+26-74 21.5 2-07-79 44.0
6=17-74 24.5 3.20-79 43.0
5«24-79 55,0
S5«15-78 22,78 629279 $8.0
6-02-75 19.0 9-28-79 58,0+65.0 (3)
8-13-78 20.0 10=09-79 58.0-63.0 (3)
12215278 19.0 10-31-79 57.0-63.0 (3)
. 11-30-79 57.0 (3)
3=10.76 21.0 12-17-79 55.0=87.0 (4)
414276 23.0
7-08-76 24.5 1-03-80 $2,0-55.0 (4)
10-06-76 25.3 1-07-80 50.0-52.0 (4)
1-11.80 48.0-52.0 (4)
1-05=77 26.0 1-21-80 50.0-52.0 (4)
12177 271.5
1=31=77 28,0
20977 29.0
3-01-77 31.0
10-31-77 32,0
12-06-77 33.0

(2) Source Is lead metal prices listed daily In Wall Street Journal.

{3) increased announced 9-28-79 by several domestic lead producers did
not stabiilze, All but one primary producer stablilzed on 10+9-79
at 63¢/1b. untit 10-31=79 when two primary producers reduced thelr
prices to 5S7¢/1b. Prices ranged from 57=59¢/1b. until 113079 when
price staditlzed at 37¢/1b,

(4) Certain primary producers began announcing reductions during
Decomber 1979 and early January, 1980, Price still has not
stablllzed.



EXHIBIT i1

SCHEDULE OF EQUIVALENT DUTY RATES
ON CENTS PER POUND BASIS AT VARIOUS AD VALOREM RATES

Range of Relevant Ad Valorem Duty Rates - %

Actual and Comparative « TSUS 624.03

Range of

Lead Prices

Cents per pound 5.1% 4.0% 3.5% 3.0% 2.5% 2.0%
20.8333 1.0628 0.8333
26.563 1.0623
30.3572 1.2143 1.0628
35,4168 1.4167 1.2396 1.0623
36.0 1.260 1.080
37.0 1.298 1.110
38.0 1.330 V.140
39.0 1.365 1.170
40.0 1.400 1.200
41.0 1,435 1.230
42.0 1.470 1.260
42,500 1.4875 1.275 1.0625
43,0 1.5050 1,290 1.072%
44.0 1.540 1.320 1.100
45.0 1.575 1.350 1.125
46.0 1.610 1.380 1.150
47,0 1.648 1.410 1.178
48.0 1.680 1,440 1.200
49.0 1.718 1.470 1.225
50.0 1.750 1.500 1.250
51.0 1,788 1.530 1.275
52.0 1.820 1.560 1.300
$3.0 1,858 1.590 1.328
53.125 1.8594 1.5938 1.3281 1.0625
54.0 1.8900 1,620 1.350 1.080
55.0 1.9250 1.650 1.3715 1.100
$6.0 1.96 1.68 1.40 1.12
57.0 1.995 1. N 1.428 1.14
58.0 2.030 1.74 1.450 1.16
59.0 2.065 1.77 1.475 1.18
60.0 2.10 1.80 1.500 1.20
61.0 2,135 1,83 1.528 1.22
62,0 2.170 1.86 1.550 1.24
63.0 2,208 1.89 1.578 1.26
64.0 2.240 1.92 1.600 1.28

65.0 : 2,275 1.95 1.678 1.30
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EXHIBIT 111

ESTIMATED DOLLAR 1MPACT ON U.S. ECONOMY
BASED ON THE INCREASED ODUTY RESULTING FROM
VARIOUS TARIFF LEVELS BASED ON 1978 IMPORTS

OF UNWROUGHT, UNALLOYED LEAD - TSUS 624.0350

1978 Imports - 455,715 pounds

Specific Duty Rate Xrior to January T, 1980 -~ 1,0623/1d.

Total Duty at Previous Rate - $4,842M

Total Duty at the current 3,5% tariff rate assuming a

504/1b. lead price:

455,715M x .50 x ,033 = §7,975M
@3.0% assuming 504/1b.: 4535,715M x ,50 x .030 = §$6,836M
@2.5% assuming SO¢/3b.: 455,715M x .50 x ,025 = 45,696M
02.0% assuming SO0$/1b.: 455,715M x .50 x 020 = $4,55M
@3.5% assuming SS¢/1b.:  455,715M x .55 x .035 = $8,77M
@3.0% assuming 55¢/1b.: 455,715M x .55 x, 030 = 47,519
@2,5% assuming 558/5be: 455,715M x .55 x (023 = $6,266M
02.0% assuming 55¢/1b.: 455,715M x .55 x .020 = $5,013M
@3.5% assuming 604/1b.: 455,715M x .60 x .035 = §9,570M
@3.0% assuming 60f/1b,: 455,715M x .60 x .030 = $8,203M
@2.5% assuming 60¢/Ib.: 455,715M x .60 x .025 = $6,836M
@2.0% assuming 604/1b,: 455,715M x .60 x .020 = $5,469M

ts The amount of additional duty that will Impact on the U.S. escomony using the
1978 import quantity as the dasis for calculation can be found by taking the
difference betweesn the total duty at the old rate ($4,842M) and the total
duty at the new rate using the applicable price ltevel for lead, At current
price Jovsls of 50%/tb., the total duty Is $7,975M or an additional duty
cost of $3,133 based on 1978 Imports of tariff item 624.0350,

2. The additional doliar Impact of the duty Increase (based on 1978 Imports)
ranges from a 65% (7,975/4,842) Increase In duty at the 3.5%/304/Id. tevel
up to a 98% (9,570/4,842) Increass In duty at the 3.5%/604/1b. lavel.

3. Based on the total lead consumed in the U.S. annually (approximately 3,000MM
pounds) at today's fead prices of 504/1d,, the total additional dellar
Impact of the duty iacrease tramnsliates into 320,625411 In additional costs
for lead.

4, It Is Interesting to note from these calculations that additional duty
{increased costs) would stifl prevall using the forecasted price of 60%/I1b.
and assuming just a 2% ad valorem duty rate would be applicadle.

17 3.000MM x .50 x 035 = $52,500M
2,000MM x $0.010625 = $31,875M

$20,625M
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STATEMENT BY DELIGHT BREIDEGAM, PRESIDENT, BATTERY COUNCIL INTERNATIONAL,
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE, SENATE FINANCE CoMMiT
TEE, FEBRUARY 5, 19801 .

Mr. Chairman, I am DeLight Breidegam, President of East Penn Manufacturinﬁ
Company of Lﬁm Station, Pennsylvania, and Presiden. of the Battery Counc
International. My firm is an indepedent regional battery manufacturer, serving
{lelplaqement markets throughout the Middle Atlantic states and west as far as

1nois.

The Battery Council represents 54 domestic producers of lead-acid storage batter-
ies, including both the ma{«l)r national firms and many smaller local and region
battery manufacturers. I have also been authorized to speak on behalf, of the
Independent Battery Manufacturers Association, which represents approximately 60
smaller battery manufacturers. Their membership overlaps with ours, and the two
associations together represent virtually 100 percent of the total U.S. industry. As
battery production is typically located close to markets, these firms are situated
throughout the country.

The Battery Council fully supports H.R. 6089, which would Yrohibit until January
1, 1982 the conversion of the rates of duty on -unwrought lead, other than lead
bullion, to ad valorem equivalents.

The average automotive storage battery contains 22 pounds of lead. Agroximately
60 percent of the total U.S. supply of lead—including both primary and secondary
rroduction and imported lead—is used by our industry. This raw material is the
argest single cost in the production of a batter{.

her members of this panel have detailed how the tariff on lead has increased
from 1.0626 cents per pound to a current rate of approximately 1.756 cents per pound
as the inadvertent consequence of a round of tariff negotiations which was intended,
overall, not to raise but to lower tariffs.

The tariff increase, amounting to about 65 percent at current prices, has been the
consezgxenee of the sharp rise in the price of lead since 1976. This increased lead
price has already had an impact on our industry. Consumer resistance to higher
prices has been a major factor in a sharp sales decline in 1979-80. Sales are
currently off about 12 percent from last year. The result has been reduced work-
weeks almost throughout the industry, and layoffs in a large number of cities.

The United States, as other panelists have shown, is not and not traditionally
been self-sufficient in lead. Consumption outruns U.S. production, and tariff in-
creases are not needed to protect U.S. workers or U.S. firms. The only consequence
;op‘[‘g be to raise domestic lead prices to the new price level of import costs plus the

riff.

The increased cost to domestic lead users, at current lead prices and lead use,
wqﬁ!d be about $21 million. The battery industry’s share of this would be shout $12
million.

This extra cost would come at a time when the battery industry is already
suffering from increased lead prices—and facing the prospect of extraordinary costs
fordcl?:gxlmnee with the rules of two awesome federal regulatory agencies—OSHA
an .

Recent actions by these two agencies, if upheld by the Courts, will place an
immense burden on the battery industry, as it will on all firms and industries which
either produce or use lead.

These rules are under review by the Circuit Court of Appeals, and the final form
which they will take is uncertain. The time frame in which the costs will be
incurred could also change; the OSHA rule, as it now stands, calls for full compli-
ance by the batterlzsindustry by March 1984, and by the primary smelters bga1989.
. If these standards, and particularly the OSHA s‘zmdard are upheld, the battery
industry will face costs of compliance which will, at the very least, change the shape
of the industry as we know it today.

When OSHA first progosed a new standard for occupational exposure to lead, the
proposed level was one hundred micrograms of lead per cubic meter of air (100 ug/
m?). On the basis of this &o}ﬁm}. the consulting firm which prepared the economic
impact assessment for timated the capital cost of compliance for the
battery industry at $345 million. The comparable cost for the nmar{' smelting
industry was million. The continuing, annual compliance for the battery
industry were placed at $46 million a year; compared to $12.6 million for the

rimary smelters. That is, the estima costs of compliance with the pro|
¢ }3}? rule,I t?r the battery industry, would have been about six times greater than
or the smelters.

' Mr. Robert Wilbur, Director, Washington Office, Battery Council International, will
at the hearings on behalf of Mr. Bnide;nq: i ppear
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The OSHA study also concluded that, because of economies of scale, the burden of
compliance would fall dmggo rtionately on the smaller battery firms. For this
reason—in the words of 's contractor—"this makes it hard to escape the
conclusion that the OSHA lead standard is likely to bankrupt many small storage
battery producers, possibly as many as 100 small companies.”

These estimates—from OSHA’s own consultant—were based on the original
OSHA proposal of 100 ug/m® When it came time for its decision, OSHA did not
adopt this proposal. It halved this level—to 50 ug/m>.

ere are no estimates of the cost of compliance with the final 50 ug/m® stand-
ard, for the battery, the smelter, or any other affected industry. Almost certainly,
the costs will be far greater than twice the estimates for meeting the 100 pg/m?®
propoeal. It is even doubtful that the standard is technically feasible—that
1s—whether it could be met no matter how much is spent.

In addition, the battery industry faces costs of oom‘pliance with EPA rules Kt
unissued which could be at least as great as the cost of compliance with the OS
rule. Last month, EPA issued pro int source air emission standards for new
or rebuilt battery plants. The EPA-estimated price tag—capital alone—for these
standards is $8.6 million over five years. We think this is about half the real cost.

Next—probably also this year—will come BPT and BAT standards for water
effluent gischarges, with full compliance likely to be required by 1983. Since the
rules have not been issued, we know even less about the cost. But one recent EPA
study suggests at least $63 million, again in capital costs alone. The true cost will
probably be far greater.

Despite these staggering sums, it is possible that the smelter industry’s cost of
compliance might be even greater than the battery industry’s costs.

However, to argue that the smelters need an increased tariff on lead to generate
revenues to meet their costs, would be to stand commonsense on its head. The result
would be that the battery industry—at least whatever battery firms survived—
would bear both their own cost of compliance and this of the smelter indus-
try’s. Raising the lead tariff to help the smelters would throw a double cost of
compliance on the battery industry and on our customers—the men and women who
buy storage batteries for their cars and trucke. (One further consequence, of course,
could be increased imports of finished batteries).

There are several ways that the overall problem of meeting the cost of EPA and
OSHA rules could be handled. First, the agencies could withdraw and revise the
rules. Perhape the courts will help them do this. Second, the Congress might insist
on commonsense changes—such as permitting compliance through the use of respi-
rators, rather than insisting on engineering changes, the most expensive of all
means of compliance. Third, the Congress might help by providing relief through
tax reform, such as & one year deﬁreciation of non-productive investments needed to
meet government-mandated stan 5

To try to solve this problem through a tariff increase, which strikes at one
segment of industry—the using industry—is, certainly, the worst of all possible
courses.

STATEMENT BY CONGRESSMAN FRENZEL

Thank you, Mr. Chairmian, for the opportunity to testify on H.R. 6089. You are to
be commended for so carly in this session of Congress getting down to the business
of the Co and hol this hearing. I am particularly appreciative that you
have included my bill on the hearing agenda today even though the bill has not yet
been considered in the House. I understand that Senator Nelson will introduce a
similar bill in the Senate this week.

All of us who were involved in the passage of the Trade Agreements Act of 1979
fully ec:gected that there would have to be additional legislation ’yaned to make
technical corrections and to take care of the little matters that fell through the
cracks in the process of enacting the Trade Agreements Act of 1979. That is the
nature of things in this imperfect world.

The matter to which H.R. 6089 is directed is perhape a case in goint. However, the
problem of an unintended large increase in the duty on lead brought about by a
conversion and concession exercise under the MTN umbrelia meant to reduce tariffs
was brought to the attention of our trade negotiators before the wrap-up of the
Tokyo Round. Thorgh it was late in the day, they did not or else beli they could
not cure the proble:n.

The problem, to put it succinctly as 1 can, is that the duty on unwrought,
unalloyed lead, like the duty on so many other import items, was to have been
reduced by the Unitad States as a result of the N. Instead, the duty was



90

increased over 65 percent, at today's price of lead. It is quite posesible that the
increase in lead duties will exceed 100 percent for much of the 1980’s if the prices
forecast for lead materialize. The duty increase resulted from a conversion by the
United States of the specific duty on lead to its ad valorem equivalent based on 1976
%170;3 and an unforeseen and unprecedented explosion in the price of lead during

Therefore, my request to you today is simple: place the import duty on lead, at
least temporarily, at the level it was, 1.0625 cents per pound, before the great trade-
liberalizing effort of the Toksyo Round. H.R. 6089 is designed to do that. It would
au&?end unti! January 1, 1982, the 3.5 percent ad valorem rate and reinstate the
1.0625 cents per pound specific rate. During the two years, lead prices h?efully
would stabilize; but in any event, a decision could be reached on the rate of duty on
. lead which would afford reasonable protection for the domestic lead produci
ir;gv&mtry without gouging the lead users and the ultimate consumers of |
products.

%:’te frankly, since the United States is necessarily a net importer of lead,
perhaps the duty on lead should be reduced, but at least the rate in ad valorem
terms should be similar to or the same as the specific rate has been.

If the current 3.5 percent rate remains the duty on lead, according to the best
estimates [ have seen, it will mean a $21 million additional bill that U.S. purchasers
of products containing lead will have to pay in 1980. I can tell you that the impact
in my Twin Cities area alone of an added cost of imported lead will be substantial.

In producing g{proximately 1 million batteries a year, Twin Cities battery tplanz
consume about 22 million pounds of lead and use another 20 million pounds of lead
in the making of lead oxide which is shipped to other states to be used in the
manufacture of batteries. About 700 jobs are involved and we are talking about a
payroll of $14 million or more. Battery-makers are having a hard enough time as it
is, with the greatly increased price of lead and other problems. Their sales have
declined. There are layoffs of employees. They just cannot take another substantial
increase in their costs such as the ]Ynigher duty on lead will mean. And, when the
imported lead o,ﬁﬁ“ rises because of the increase in the tariff, the nature of pricing
of this commodity is such that the price of the domestically produced lead will rise
by about the same amount. That is why it is calculated that lead users—battery
manufacturers, gasoline additive producers, pigment makers, ammunition manufac-
turers—will be paying approximately $21 million more for the gurchase of lead in
1980 as a result of the duty increase. They will try to pass that $21 million tab on to
the purchasers of their products, and that means we're all going to have to share in
the payment of an extra bill that is not in keeping with the spirit of the MTN, and
is not neceesary to the success of domestic lead-producing comﬁanies.

Thank you again for the opportunity to s; on my bill, HR. 6089. I hope that
é:u will order it reported favorably and that the full Committee on Finance and the

nate will approve it as well. I can assure you that I shall be pursuing its earl
passage in the House of Representatives so that the specific rate of duty, 1.06!
cents per sound on lead, can remain, at least from January 1, 1980, until January 1,
1982, the duty on lead.

Senator Rieicorr. H.R. 2492,

Senator DoLEk. I think there is another panel.

Senator RiBicorr. Yes, I am sorry. There is another panel. Mr.
Robert Muth, Mr. Charles Carlisle, Mr. Phillip Ruppe, and Mr.
Gary Wickham.

I\Z'. Muth?

STATEMENT OF ROBERT MUTH, VICE PRESIDENT, ASARCO,
INC., ACCOMPANIED BY CHARLES CARLISLE, VICE PRESI-
DENT, ST. JOE MINERALS CORP.; PHILLIP E. RUPPE, DIREC-
TOi, WASHINGTON SERVICES, AMAX, INC., GARY WICKHAM,
VICE PRESIDENT, BUNKER HILL CO.

Mr. Mutd. Mr. Chairman, I am Robert Muth, vice presiden: of
ASARCO, Inc. My testimony this morning is presented on behalf of
four U.S. producers of pri lead. These companies account for
virtually all of the primary lead produced in the United States.



91

They are: AMAX, Inc.; my own company, ASARCO; the Bunker
Hill Co., a subsidiary of Gulf Resources & Chemical Corp.; and St.
Joe Minerals Corp.

Each of the four oon&.nies is represented on the panel. Present
with me are Charles Carlisle, vice president of St. Joe Minerals;
Phillip Ruppe, director of Washington Services of AMAX, Inc.; and
Ga‘v Vic , vice president, Bunker Hill Co.

e are also accompanied by Lyn Schlitt of Covington & Burling
almd Stanley Nehmer, president of Economic Consulting Services,
nc.

Mr. Chairman, we have submitted a statement which I would
like to tender for the record.

Senator Risicorr. Without objection, the entire statement will go
into the record.

Mr. MutH. Thank you, sir. I will speak briefly from it.

The four companies represented on our Fanel oppose enactment
of H.R. 6089 and urge, instead, retention of the recently negotiated
3.5 percent ad valorem duty on imports of unwrought lead. We
op H.R. 6089 for the following reasons;

irst of all, Mr. Chairman, the recently negotiated 3.6 pe.cent
duty on imported lead metal is low by historic U.S. stan LIt is
low by eny standards applicable in U.S. tariff history prior to the
surge of inflation in the late 1970’s which rendered the 1.06 cents
per pound specific rate of duty rapidly obsolete.

Throughout the sixties and well into the seventies, Mr. Chair-
man, the ad valorem equivalent of the 1.06 cents per pound ranged
from b percent up through 7 to 8 percent.

To assert, as we have heard this morning, that this new duty
represents an increase is to take an exceedingly short view of
history in this industry.

A second point, sir, is we are now on paritly in our duty with the
European Community and considerably below our second major
international competitor, Japan. .

The chart here 1llustrates the relationships that emerge after the
MTN negotiations.

The 3.5 percent rate for the United States being equal to that of
the European Community and considerably below the 7.5 percent
now applicable in Japan and even below the 4.7-percent rate which
will be the ultimate target of the Japanese tariff reduction.

The 1.06 cents rate which is being urged upon you, as you can
see, i8 the equivalent today of about 1.8 percent.

[The chart referred to follows:]

$9-253 0 - 80 - 7
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Mr. Muth. We are, already sir, one of the most open markets in
the world for lead in times of long supply. I am afraid what is
being urged today would make us even more vulnerable.

We also believe that we ought to stick to the rate that was
negotiated in the multilateral negotiations. These negotiations
were carried out in accordance with U.S. trade policy. We won
son:ie concessions, or 80 [ am told, for the reductions that were
made. .

I do not think it is in the interests of the United States, or in the
long-term interest of free trade, for us to unilaterally reduce our
du,g‘so soon after completion of multilateral negotiations.

e lead industry is cyclical, exceedingly cyclical, but I would
have to take exce(ftion to the remark that was made with respect
to the recent lead price increases. Compared with what has hap-
pened to the price of copper or silver or gold or molybdenum, the
price of lead has not surged. This is not that unusual. Metal prices
are very strong today through the world. Whether they will be so
this year remains to be seen. ,

The lead market is already show‘iinlg significant signs of weaken-
ing. But we are in this regard no different from any of the other
base metals. ’

H.R. 6089, sir, would have the effect of reinstating a specific rate
of duty and in inflationary times, that simply will not be adequate,
sir.

Senator Risicorr. Let me ask you, do you gentlemen represent
practically the entire productivity of lead in this country?

Mr. MuTtH. No, sir.

Senator RiBICOFF. Primary lead?

Mr. MuTtH. About 60 percent of the lead produced in the United
States is produced from secondary, or scrap, sources.

Senator RiBicoFr. Concerning the lead we are talking about,
ux:)vérm‘x’ght lead, do you represent the basic producers of this com-
modity?

Mr. MutH. Of the primary lead? Yes, sir.

Senator RiBicOFF. Is your production equivalent to the basic
needs in this country? _

Mr. MuTtH. We are closer today, Mr. Ribicoff, to self-sufficiency in
lead than we have ever been before. Our imports today, our net
im&orts, run about 14 percent of consumption.

ith the increased price that we have seen in the last year there
are now underway plans to expand mine production in Missouri.
We also have an underutilization of primary smelter capacity in
this countrﬁ. ’

Senator RiBicorr. How long would it take you to expand mine
production? :

Mr. MutH. One major mine expansion is underway now and is
already yielding results and will be completed by 1981. .

We do have the capacity to expand production, to do it in the
relatively near term. Particularly if we could manage to attract
more imported concentrates, ores. We have unused smelting capac-
ity in the United States. It is unused, sir, because those of us who
purchase ores in the international marketplace must compete
against our friends in Europe and Japan and that duty schedule
that you see there, sir, does not make it any easier for us.
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e r%nahgr Risicorr. The American companies do not export this
product’

Mr. MutH. Not on a net basis. There are some exports every

ear, material moving back and forth from Canada for example.
_There are some exports.

‘Lead scrap flows out of the United States in sometimes unfortu-
nate quantities, again attracted by higher prices overseas.

Senator Risicorr. But here, if it takes you until 1981 to expand
your capacity, this bill only requested a 2-year extension or a 2-
year leeway. That would take you right up to where you could go
into production for self-sufficiency?

l.er. MuTa. I am sorry, Senator. I do not want to mislead you on
that.

First of all, self-sufficiency is a function of not only supply but of
demand and what we are seeing at the moment is a deterioration
of demand in the United States to the point where our-primary
llelad indlustry in December experienced shipments of product at an

-year low.

e are looking currently at a very soft market for lead. The
___prices have reflected this. Prices are down some 21 percent in the
last 3 months.

Senator RiBicorr. In other words, do you feel that, today, your
production is sufficient to take care of American needs? -

- Mr. MuTH. On a net basis, sir, we are very, very close. 3

Senator RisicoFF. I am just curious. Are the batteries that go
into for;;ign cars produced abroad, or are they produced in this
country -

Mr. MuTH. I would have to assume they are produced abroad. I-
do not know the answer. '

Senator Risicorr. I am just wondering, though about the ship-
ping costs. Would it not pay to purchase a comparably priced
battery in this country for foreign cars?

Mr. CARLISLE. Senator, can I comment? I am Charles Carlisle.

I think most of the batteries coming on foreign cars are produced
abroad. It is important, though, to understand that the American
battergaindustng: has the t bulk of battery sales in this country.
They have-an 8-percent Suty protecting them, that is why, and by
my calculations about 2.5 percent or less of the batteries sold in the
United States are foreign batteries and even a smaller amount

. incidentally of the gasoline additives which are sold in the United
States are imported.
These industries are, to put it bluntly, effectively sheltered from
N the Winds of international competition and we are not.

The point, I think, of this tariff schedule up here is this. The lead
market is softening. You are right. We do need some imports now.
What we are concerned about is if you reduce this tariff further
yuu get into a period of surplus and all of the excess of metal
around the world, lead metal around the world, is going to flow
into this market and this has happened before, Senator Ribicoff.
That is why we are up here opposing this legislation.

Senator Risicorr. Senator Dole?

Senator DoLE. I have no questions.

-.S\enator.meon. Senator Danforth?
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Senator DANFORTH. Mr. Chairman, let me say I am not disinter-
ested in this. As you pointed out, Missouri 18 a lead-producing
State. As a matter of fact, some 85 percent of the lead produced in
this country is produced in the State of Missouri.

Whole communities are really, for all practical pu , totally
dependent on the lead industrg in Missouri, both in the mining of
lead and in the smelting of lead.

Therefore, clearly, trade policy with respect to lead is something
that is of economic consequence to people who in the case of, say,
_\:ibumum, Mo. They are not close to any other community. That is
it.

I wonder if it would be possible, Mr. Chairman, if these witnesses
could submit for the record, if they have not already, some sort of
chart or graph which would indicate the cyclical nature of profit-
ability in the lead industry? Would that be possible for you to do?

Mr. MutH. We would be haﬁpy to do that, sir.

[The material referred to follows:]

StatemENT ON CycucaL Nature or U.S. PriMARY LEap PrODUCING INDUSTRY

The following three charts demonstrate the cyclical nature of profitability of the
uUs. fprimary lead industry. Chart 1 demonstrates the fluctuations in net profits for
the four companies which are the primary lead producers in the U.S, from 1965
through 1977. Chart 2 shows the fluctuations in levels of stocks from 1870 throuﬁh
the end of 1979 and Chart 3 shows the shifts in price changes for pig lead over the
same period. Both Chart 1 and Chart 3 have been discounted for inflation. All three
charts demonstrate the cyclical nature faced by U.S. primary lead producers and
gmrta Zka::d 3 indicate that the primary producers are again facing a downturn in

e market.



Chart 1

1.
ANNUAL COMBINED RET PROFITS OF U.S. PRIMARY LEAD PRODWERSIJ
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Chart 2

PRODUCERS® STOCKS OF REFINED LEAD IN THE UNITED STATES,
1970-1979

{(in short tons)
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PERCENT CHANGE
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Chart 3
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Senator Risicorr. That would be appreciated.

The thought that develops with this particular type of hearing—
and I would suggest to my coll es who will be here next year
when I am not and to the staff, that there be a consideration of it
by the Office of the Trade Reﬁ;esentative and our staff in this
committee—is that where you have a large import of a finished
product that consists of many components and there are domestic
sources of the components, whether something should not be
worked out so that many of those domestic components go into the
foreign imports. ’

Certainly when you talk about batteries which are heavy, there
is no reason why the large imports of German and Japanese cars
should not be required in our trade ments to have American-
produced batteries, or American-produced tires, or American-pro-
duced components which are interchangeable and come up to a
standard that could be delivered by American companies.

And I think this is something worth exploring when we consider
the international factors of trade today.

If there are no other questions—— :

Senator DANFORTH. Mr. Chairman, if I could just ask a couple
more questions.

I wonder if the witnesses know what the present duties are on
batteries and also on gasoline additives?

Mr. Murts. Yes, sir.

There was a statement made earlier that the duty on tetroethyl
lead has been cut by 50 percent. I think it is worth pointing out it
has been cut by 50 percent from 15 to 7.5 percent over a period of
the next several years.

Senator DANFORTH. So that the duty on tetroethyl lead for gaso-
line would be more than twice the duty on lead.

Mr. MutH. We would be delighted to change places with them in
that regard, yes, sir.

Senator DANFORTH. How about batteries? _

Mr. MutH. Batteries vary, according to category, but they run
roughly between 7 and 8.5 percent.

Senator DANFORTH. Again, roughly double?

Mr. MurtH. Yes, sir.

Senator DaANFoRTH. Now, just one final question.

For the lead industry in your dealings with the Government in
trying to adjust to changing times and environmental regulations
and so on, has this been a period of stability, smooth sailing for the
industry, or have there been problems which pose real economic
threat to the industry and may pose a more serious threat in the

_foreseeable future? -

Mr. MutH. I would like to ask Mr. Carlisle, or anyone else, to
respond to that. Let me say, our experience is if this is the cavalry,
we did better with the Indians.

Mr. CarusLE. Senator Danforth, as H’Xm know, we are confronting
extraordinarily severe EPA and 0s lead regulations, so severe
that—and I might add, unnecessarily stringent in our judgment—
that the technology does not exist to meet it.

- We will have to lay out, as an industry, hundreds of millions, I
dare say billions of dollars, over a billion dollars, before it is all
over to meet these standards.
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Now, the point was made earlier by one of the other witnesses
that, they, too, confront these EPA and OSHA standards and that
is correct. The difference is this.

They have a much higher tariff protection than we have and we
are going to have to take on this task, subject, as I say, to severe
import competition, import competition which they do not have.

Mr. Ruprpe. Senator, I am Phillip Ruppe with .

One of the concerns my company has is not really a battle with
another type of industry but our company really feels that the
American tariff is as low as the tariff in any other country, as low
as the European Community, substantially less than that tariff
now exercised by Japan, or even by Japan 7 years in the future
when its own tariffs are reduced.

What AMAX is concerned with, why should we unilaterally cut
the tariff and get nothing from our trading partners? It would be a
unilateral move, and it seems to me it would put the lead industry,
as AMAX perceives it, in a disadvantageous position just shortly
after the MTN negotiations had been concluded and the world
agreed to a uniform tariff schedule.

In our opinion, for the Americans to drop their own tariff at this
particular time and get nothing in exchange from either the Euro-
pean Community or Japan seems to be an unwise move from a
tariff point of view.

We are not competing with another lead producer. Why make a
unilateral cut when no one else is prepared to do the same thing?

Senator Risicorr. Thank you, gentlemen.

Mr. WickHaM. May I add one comment on stability and environ-
mental cost?

Simply speaking for the Bunker Hill Co. over the past 5 years,
our expenditures on environmental cost-related items have out-
stripped our profits by a factor of 3-to-1.

Senator DANFoORTH. Thank you, Mr. Chairman.

Senator RiBicorr. Thank you, gentlemen.

Without objection, there is a statement from Senator Nelson
which will go into the record at the appropriate place.

‘ l[;I‘he] prepared statements of Senator Nelson and Mr. Muth
ollow: :

STATEMENT OF SENATOR GAYLORD NELSON

The goal of the recently-completed Tollgo Round of the Multilateral Trade Negoti-
ati?ins was to reduce tariff and non-tariff barriers to the free flow of international
trade.

As part of the Tokyo Round, the United States converted specific rates of duty on
a number of imported items to their ad valorem equivalents based on the value of
these imports in 1976. It is my understanding that these conversions were not
intended to significantly increase the actual tariff collected.

As the result of this process, the ad valorem rate of duty on imports of unwrought
lead, effective January 1, 1980, is 3.5 percent.

At about the same time this change was negotiated, however, lead prices in-
creased dramatically. They shot up from 21 cents per pound in 1976 to about 50
cents per pound today. Because the ad valorem tariff is computed as a percentage of
the price, the tariff rose at a similar rate.

This has imposed a great burden on lead users and consumers in the United
States. Prior to the tariff conversion, the duty on unwrought, unalloyed lead was
1.0625 cents &er pound. At today's lead prices, it is 175 cents per pound, which
represents a 60 percent increase in the tariff.
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Thus, while the whole purpose of the trade negotiations was to lower tariffs and

:th:r bam;‘?rs to trade, the result in the case of lead imports is a significantly
igher tariff. .

e increased tariff will not only cause the Frice of imported lead to increase, but
will also have the effect of causing the price of domestically-produced lead to rise to
an equivalent level. The net effect will likely increase costs to the lead-using
industries and their customers by about $21 million a year.

This added burden will come at a time when at least one of the major using
industries, the automotive batter industry, is already experiencing a decline in sales
which appears, in part, to be the direct result of increased prices and is consequent-
ly being forced to cut back production and lay off employees.

Therefore, 1 introduced l_lo;gislation yesterday - (S. ) which will correct this
inadvertent tariff increase. This measure suspends for two years the 3.5 percent ad
valorem tariff and retains for that two-year period the prior specific rate of duty of
1.0625 cents per pound. During those two years, lead price levels can be observed so
as to arrive at a proper rate of duty, one which can achieve a happy medium for
those adversely atfected when the price is high and for those who are adversely
affected when the grice is low. If necessary, further negotiations with our trading
partners can provide a rate of duty which may be more appropriate than the 3.
percent rate.

In my judgment, it is important to emphasize that the United States is a net
importer of lead. U.S. lead requirements considerably exceed U.S. production. A
higher tariff is not, therefore, needed to protect U.S. producers or their employees
from foreign competition.

I was ;f)repared to ofier the substance of this bill in the wanini days of the last
session of Congress as an amendment to the Windfall Profits Tax bill, but upon the
assurance of the manager of that bill, the Chairman of the Finance Committee, that
a hearing on such a proposal would be held by the Committee early this year, I did
not offer my amendment at that time. I am pleased that the Finance Committee’s
Subcommittee on International Trade, chaired by Senator Ribicoff, took testimong
today on the subject matter of this bill, which is also embodied in H.R. 6089,
introduced last December in the House of Representatives. After the hearing, I
would hope that the Finance Committee will expeditiously report the measure
favorably to the Senate.

TesTiMONY oF U.S. PRiIMARY LEAD PrRODUCKRS, PRESENTED BY RoBERT MUTH, VICE
PresipENT, ASARCO Inc.

SUMMARY OF PRINCIPAL POINTS

The domestic primary lead producing industry opposes the enactment of H.R.
6089 for the following seven basic reasons: -

The recengf; negotiated 3.5 percent duty on imported lead metal is low by historic
U.S. standards and is at parity with the duty of the Européan Community and
lower than that of Japan and Mexico, making the U.S. one of the most open lead
markets in the world.

The current 3.5 percent duty was arrived at in recent multilateral and bilateral
negotiations in accordance with U.S. trade policy favoring reciprocal tariff reduc-
tions. Further reduction by unilateral action by the U.S. is not consistent with our
}rade po(l’icy. or with our long-range national interests, including our interest in

reer trade.

The lead industry is cyclical, and subject to sudden and prolonged riods of slack
demand and depressed price. Even though the price rose tn 1979, it has dropped in
the last three months b{ 21 percent. Domestic lead shipments fell precipitously in
the last two months of 1979 to the lowest level in at least two years. At the same
time stocks at our plants rose substantially to a level at the end of 1979 at least
three times what they were two years earlier.

H.R. 6083 would have the effect of reinstating a specific rate of duty, 1.0626 cents
per pound of lead. The recently negotiated ¢! e from a specific rate of duty to an
ad valorem rate was in accordance with overall U.S. trade policy and in agreement
with our trading partners. It was intended to facilitate the maintenance of parity
with our trading partners and competitors. In times of rapid inflation, specific rates
of duty rﬁxickly me obsolete. The more to an ad valorem rate was proper and to
shift back to a specific rate of duty would be improper.

The U.S. lead smelting and refining industry is facing enormous costs to comply
with recently enacted EPA and OSH lations. These regulations are far more
onerous than are those in the princimead exporting countries. We seriously
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question whether it is in the national interest unilaterally to reduce the U.S. tariff
on lead metal at the very time agencies of our government are demanding that the
domestic industry make major long-term commitments to new plant and equipment,
and to assume the risk of investment in new and untested technology.

H.R. 6089 would impair the ability of non-integrated U.S. smelters and refineries
to bid successfully for raw materials—ores and concentrates—in the world market.
The limited tariff protection helps assure U.S. producers a sufficient return to bid
competitively. -

The U.S. lead indust?' is closer today to national self-sufficiency than at any time
in the past 40 years. If we are permitted to enjoy a position of parity with our
foreign competition, we have the capacity to increase production and to reduce the
nation’s dependence on imported metal. ‘

TestimoNy or Roperr Murh, Vice Presioent, ASARCO INnc.

INTRODUCTION

I am Robert Muth, Vice President of ASARCO Incorporated. This testimony is
presented on behalf of the following U.S. producers of lead, which companies ac-
count for virtually all U.S. spnmary refined lead production: AMAX Inc., ASARCO
Inc., The Bunker Hill Co., Subsidiary of: Gulf Resources & Chemical Corp., and St.
Joe Minerals Corp.

Each of the four companies is represented today on our el. Present with me
are Charles Carlisle, Vice President of St. Joe Minerals Corp.; Phillip E. Ruppe,
Director of Washington Services of AMAX Inc.; and Gary Wickham, Vice President
of Bunker Hill Company. We are accompanied by Lyn Schlitt of the law firm of
poviilnmn & Burling, and Stanley Nehmer, President of Economic Consulting Serv-
ices Inc.

The four companies represented on this panel oppose enactment of H.R. 6089 and
urge instead retention of the recently neﬁtia 3.5 percent ad valorem duty on
imports of unwrought lead. We oppose H.R. 6089 for the following seven reasons:

e recently negotiated 3.5 percent duty on imported lead metal is low by historic
us. standanﬁ, and is at pant{l with the duty of the European Community and
lower than that of Japan, and Mexico, making the U.S. one of the most open lead
markets in the world. -

The current 3.5 percent duty was arrived at in recent multilateral and bilateral
negotiations in accordance with U.S. trade policy favoring reciprocal tariff reduc-
tions. Further reduction by unilateral action of the U.S. is not consistent with our
;radet;p:sicy. or with our long-range national interests, including our interest in

reer e.

The lead industry is cyclical, and subject to sudden and prolo: riods of slack
demand and depressed frice. Even though the price rose 1n 1979, it dropped in
the last 3 months by 21 percent. Domestic lead shipments fell precipitously in the
last two months of 1979 to the lowest level in at least two years. At the same time
stocks at our plants rose substantially to a level at the end of 1979 at least three
times what they were two years earlier.

H.R. 6089 would have the effect of reinstating a specific rate of duty, 1.0625 cents
per pound of lead. The recently negotiated change from a specific rate of duty to an
ad valorem rate was in accord’a’nce with overall U.S. trade policy and in agreement
with our trading partners. It was intended to facilitate the maintenance of parity
with our tradinmrtners and competitors. In times of rapid inflation, specific rates
of duty quickly me obeolete. The move to an ad valorem rate was proper and to
shift back to a specific rate of duty would be improper.

The U.S. lead smelting and reining industry is facing enormous costs to comply
with recently enacted EPA and OS tions. Theee regulations are far more
onerous than are thoee in the princi lead exporting countries. We seriousl:
question whether it is in the national interest unilaterally to reduce the US. zarix‘
on lead metal and the very time ‘agencies of our government are demanding that
the domestic industry make major long-term commitments to new plant and eT.np-
ment, and to assume the risk of investment in new and un technology.

HR 6089 would impare the ability of non-integrated U.S. smelters and refineries
to bid successfully for raw materia.d—ores and concentrates—in the world market.
The limited tariff protection helps assure U.S. producers a sufficient return to bid
competitively.

The USS. lead indumiy is closer today to national self-sufficiency than at any time
in the past 40 years. If we are permitted to enjoy a position of parity with our
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foreign competition, we have the capacity to increase.-production and to reduce the
nation's dependence on imported metal.

THE U.8. TARIFF RATE WAS ALREADY CUT TWICE

The current 3.5 percent rate of duty is low by both historic U.S. standards and in

" comparison with international standards. Prior to the recent Geneva trade negotia-
tions, the US. dutgegn unwrdught lead was 1.0625 cents per pound. This specific
rate of duty had n in place for over 25 years, and had afforded substantial
rotection to the domestic industrlv until its effectiveness was eroded by the double
igit inflation of the mid-1970s. In the 1960s, after the Kennedy round of tariff

justments, the ad valorem equivalent was never below 6.3 percent. From 1965
through 1970 the average ad valorem equivalent was about 7 percent. As late as
1973, with lead selling at what was then a 20-year high of 19 cents per pound, the
old fixed rate of duty amounted to an ad valorem equivalent of 5.5 percent. But in
the late 1970's with metal prices risi:f to reflect rapid inflation in the U.S. and a
:egkﬂ;ijlg U.S. currency, the ad valorem equivalent of the fixed rate rapidly

windled.

It was, therefore, reasonable that our negotiators agreed to a formula that as-
signed to the old fixed rate an equivalent rate of 5.2 percent ad valorem using 1976
as a base year. The further agreement of the U.S. negotiators to a reduction to 4

rcent represented a substantial concession, given in exchange for a reciprocal cut
n the Japanese tariff. Moreover, the Japanese opted for an eight-year pha:i:.ag of
3heir nevi 11% tariffs, while the U.S. determined to begin the tariff for I on

anuary 1, .

No sooner had agreement been reached at Geneva when the 4 percent U.S. rate
was cut again, this time in bilateral negotiations with Mexico, to 3.5 percent. The
U.S. industry was consulted during these negotiations and did not object to the
further reduction to 3.6 percent béecause it put the U.S. duty at parity with the EC.

By January 1, 1980 when the 3.5 percent rate became effective, it represented the
lowest sustained level of lead duties in modern U.S. history. And, at 3.0 percent, the
U.S. is now on a parity with the European Community, and is substantially below
the level] of Japan, and Mexico.

H.R. 6089 would re(&\'nhul: a further tariff cut to approximately 1.8 percent ad
valorem for twggeam. is would mean that the U.S. would reduce its tariff overall
by more than 65 percent, a much more substantial cut than that negotiated in the

. In effect, the US. would be granting further concessions to our foreign
oomE:titors without reciprocix. The total intention of the MTN was to reduce
tari reciprocall{. After all the hard negotiating done in Geneva, including the
work contribu y mmittee, is soun e

k contributed by this Committee, is this d trade poli
We think not. Any unilateral cut of the tariff on this item is totally unwarrented.

THE U.8. LEAD MARKET I8 HIGHLY CYCLICAL AND PRICES ARE CURRENTLY DROPPING

The lead market has been strong throughout the world for the past couple of
years. It however, like many other metals, highly cyclical, and the future is
uncertain. Periods of depressed demand, low prices, and in the United States, rising
imports, are not uncommon in lead metal business. For example, the ave: price
as quoted by Metals Week for U.S. producer prices of lead dropped from 63 cents
per pound on October 26, 1979 to 50 cents per pound as of January 8, 1980, a decline
of 21 percent in the past 3 months, a period also marked by falling demand and
increasing stocks of lead.

Domestic lead shipments fell precipitously in the last two months of 1979 to the
lowest level in at least two year. At the same time stock level at our plants rose
sublsitantially at the end of 1979 to at least three times what they were two years
earlier.

Lead is a homogenous product, a true commodity. There are no major variations
in the qualities of the metal produced in different nations. The result is that
consumers are able to switch easily among su;g)liers on the basis of . Any
decrease in the price of lead imports, no matter how , can cause injury to the
domestic industry, and can set off a rapid downward price spiral. To deprive the
industry of the current tariff which, while modest, y offsets the effects of the
c‘cy:]lieal imbalances in the international lead market, would be unjustifiable, espe-

ly in light of the virtual certainty that the price of lead will continue to
fluctuate through up and down cycles.

Uncertainty prevails even in the very short term, due to the impact on the
supply-demand ce of buying by the rn bloc nations. It is widely accepted
that unantif:ipated Soviet purchases were in large measure responsible for the price
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levels reached in 1979. No one in the industry is capable of predicting what actions -
the Soviets will be taking this year, or even this month.

AD VALOREM RATES ATTEMPT TO COMPENSATE FOR INFLATION

H.R. 6089 would have the unhapely: consequence of reinstating a specific rate of
duty in place of an ad valorem rate. The total inadequacy of specific rates of duty in
renods of rapid inflation is well illustrated by what happened to the U.S. duty on
ead in the late 1970s.

In the MTN negotiations, an agreement was reached that all countries change
their specific tariff rates for most items under negotiations to ad valorem rates.
Because most nations used ad valorem rates, the change in tariff structure was
desired in order to make it easier to compare tariffs among trading partners, and to
facilitate the tariff equalization policies of the United States and other govern-
ments. The U.S. change to ad valorem rates was made in consultation with U.S.
producers, consumers, and government advisors on each product classification and

category.

fg valorem rates have the important advantage of automatic adjustment to
changes in price levels, compensating for inflation and price depression, and avoid-
ing the confusion and inequities caused by specific rates and fluctuating currencies.
With present projections of a continuing rate of inflation in the U.S. of 10 percent
and higher, there is no justification for a return to specific duties.

THE U.8. "LEAD INDUSTRY 18 ALREADY SEVERELY IMPACTED BY EPA AND OSHA
REQUIREMENTS

The domestic lead industry bears an unusuall{ heavy burden in costs to comply
with rollution control regulations. The industry has already invested large sums to
comply with Environmental Protection Agency (EPA) requirements for emissions of
sulfur dioxide and particulates—in the form of both capital costs, which are still
being amortized by individual plants, and increased operating costs. In addition, the
industry faces substantially higher future costs posed by recently enacted EPA and
OSHA lead standards. These new standards are widely recognized as technologically
and economically unattainable, requiring a virtual recapitalization of the entire
primary and secondary lead industries. Some estimates place the cost of attemptinx
to coxagHAat something in excess of $1 billion. In promulgating the standards, EP.
and acknowledged the significant costs of sirict compliance, which could
result in the demise of the industry. EPA Administrator, Douglas Costel declared
that it may be necessary to seek congressional relief to prevent severe dislocations
in the indmtr{.

During the last year, the agencies have indicated a willingness to cooperate with
industry in resolving this dilemma; EPA and OSHA have commissioned a major,
two-year study to evaluate the nature of lead exposure and to analyze technology
and economics of compliance, and several companies have indicated an intention to
cooperate in the study. .

In the end, we believe that common sense will prevail, and that the industry will
not be required to do the impossible. There can be no doubt, however, that we will
be called upon to spend large sums to minimize environmental and employee
exposure to lead. It would be self-defeating indeed for the nation, as well as for the
industry and its customers, to reduce the minimal protection offered by the 3.5
percent ad valorem tariff just at a time when our financial resources are to be taxed
in this way.

SPECIAL COMPETITIVE PROBLEMS OF NON-INTEGRATED SMELTERS WOULD BE
EXACERBATED BY DUTY REDUCTION

H.R. 6098 would be especially harmful to the two companies represented here
that are custom smelters and refiners of lead: i.e., those companies that are noninte-
grated, and must compete in highly competitive, international markets for a limited
world supply to lead ores and concentrates to feed their smelters. The outcome of
this comfention should be dependent upon the individual plant’s ability to bid
successfully for lead raw materials bases on its production costs. Unfortunately,
U.S. lead smelters -and refiners have been unable to attract sufficient feed to
maintain operations in recent years because other industrialized nations such as
Japan im a higher tariff on refined lead while importing ore duty free. This in
turn, enables their smeeesing industries to bid more aggressively—and successful-
ly—for lead ores and concentrates. The practice, which is Farticularly prevalent in

apan but which also exists in the EC, is a direct result of a clearly defined policy
on the part of competing nations to encourage their own domestic smelting and



105

refining industry and to assure stable sources of refined metals to their domestic
fabricating industries.

The evidence is that U.S lead smelters and refineries are in fact competitive from
the standpoint of costs and technology with other nations. Yet, the contrast in-
attitude and policies affecting competitiveness between other industrialized nations
and our own country could not be greater. For example, the United States remains
the only industrialized nation to maintain a tariff on imported metal bearing raw
materials, while at the same time minimizing tariffs on refined metal. Government
regulations enacted in recent years have substantially added to U.S. smelting costs,
which combined with the effect of price restrictions on domestically sold refined
lead metal have hampered the ability of the nonintegrated industry to compete
effectively for lead raw materials.

Without the minimal 3.5 percent ad valorem duty the U.S. lead custom smelting
and refining industry will be hard-pressed to compete for raw materials in the face
of higher tariffs enjoyed by our competitors in other nations.

GIVEN REASONABLE TARIFF TREATMENT, U.8. LEAD PRODUCERS CAN COMPETE
SUCCESSFULLY

The U.S. today is closer to being self-sufficient in lead than at any time in recent
history. With the opening up of mines in the new Missouri lead belt in the late
1960's net g(r)ngorts of lead in ores, scrap, bullion and refined metal dro from the
40{‘)1,01(:)97 Ous) ,000 ton range that prevailed in the mid-1960s, to about 200,000 in the
mid- 3

The recent upward price movements in lead, and a more or less balanced outlook
for suf)ply and demand in free world markets, has prompted some companies to
actively consider, and at least one actually to undertake, substantial new invest-
ments in increased mine production in Missouri. Recent high silver prices will mean
the reactivation of older silver-lead mines in the Western U.S. Moreover, U.S.
custom smelting capacity is presently underutilized by a substantial margin. In the
case of my own company, ASARCO, we have gublicl stated that pressures from the
Council on Wage and Price Stability to hold down the domestic lead price last year
resulted in our being unable to bid successfully for a sufficient supply of raw
materials in world markets. As a result, operations at our lead smelters at El Paso,
Texas and at Helena, Montana were severely curtailed throughout the year, and
our refinerey at Omaha, Nebraska operated at only 60 percent of its capacity, the
lowest level of operations for a non-strike year in 40 years.

With the proper incentives, with some stability of expectations, and despite the

rospect of substantial costs for environmental controls, the U.S. primary lead
industry ceml bring the nation to a level much nearer self-sufficiency in this vital
raw material.

Senator RiBicorF. I see Senator Riegle is here, so we will skip
H.R. 2492 and go to H.R. 2535.

STATEMENT OF DONALD W. RIEGLE, JR,, U.S. SENATOR FROM
THE STATE OF MICHIGAN

Senator RieGLE. Mr. Chairman, thank you for calling myself and
the witnesses who are with me to the table. I will very shortly
introduce them to you. They come with a real problem where I
think some remedy is in order. .

Before commencing with the introduction, I might, if I may,
having heard the preceding discussion, make a comment. If the
chairman would indulge me, that is in response to my suggestion
that we might want to consider in the automobile trade area some
possible requirement of the use of American made batteries or tires
and foreign imported cars coming into the United States.

I think that is an important idea, worth serious consideration.

As the chairman knows, today in our balance-of-payments deficit,
our second biggest problem r oil is in the motor vehicle ac-
count, the deficit in that area running in excess of $8 billion a year
and worsening at the present time, and virtually every other indus-
trial nation who has domestic automobile production has estab-
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lished ways and means to see to it that they are not innundated in
the same fashion that the United States has been in recent years
particularly by Japanese imports.

I would hope that that would be an issue that I, and others in
the Senate, could give future consideration to, as you have raised.

My purpose in coming here today is to introduce to the commit-
tee two expert witnesses from my home State of Michigan and, as I
say, the{l come in a response to a real problem that they face for
which I hope we can construct a remedy.

They are Mr. Pete Ebbmg, president of Detroit Ez%;’)l‘:ol Co. He
will testify today on behalf of the Machine Knife iation. As
president of the association, he will discuss the views of the tool
comlpanies represented in the association. With him is Mr. John
Halloran, president, Michigan Knife Co., which is located both in
my home State of Michigan and in the State of Oregon.

Chipper knives represent over 90 percent of his company’s $6
million annual sales and I commend them to you and I know they
will be given every consideration by the committee.

STATEMENT OF R. R. EBBING, PRESIDENT, MACHINE KNIFE
ASSOCIATION

Mr. EsBING. Thank you, Senator Riegle and Senator Ribicoff.

1 am Pete Ebbing. Qur association members are located in more
than a dozen States. Our membership list is attached to my written -
statement. On my right, we have a chipper knife.

Chipper knives are used in heavy machinery to chip trees and
other wood into chips for the production of pulp, paper, corrugated
boxes, particle board, landscaping, sewage treatment, and most
recently for wood energy.

i ife is basically a bar of tool steel, machined, heat treated,
and sharpened into a knife with great durability, strength, and
cutting performance. The steel in this knife is a special analysis
useful only for the manufacture of chipper knives. The domestic
supply of chipper knife steel has been grossly insufficient to meet
our demands. Thus, American knife manufacturers have relied
heavily on mgg;ts of chipﬁr steel. ‘

I must emphasize that chipper steel is unlike other standard tool
steels which our members purchase in large quantities from Ameri-
can steel producers for other items.

Since American knife manufacturers import most of our chipper
steel we must pay a 13-percent duty on our raw material. However,
the duty on finished chipper knives, against which American man-
ufacturers compete, is only 5 percent.

Since chipper steel is a major cost of producing chipper knives, a
duty on the steel which is two and one-half times the duty on the

knives places American knife manufacturers at a serious disadvan-
tage against foreign competition.
- As a result, foreign chipper knives are taking over the American
market. Twenty years ago, nearly all chipper knives sold in the
United States were produced here.

We estimate that today imports hold more than 60 percent of the
American chipper knife market.

Enactment of H.R. 2535 could dramatically reverse this loss of
American jobs, production and business opportunities.
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Our industry represents in excess of 1,000 employees involved in
the manufacture of machine knives.

Senator RiBicorr. How big is the volume of chipper knife steel
consumed in the United States.

Mr. EBBING. Oh, roughly about 10 million tons.

Senator Risicorr. Why do not American producers of steel pro-
duce this qualit%}:)f steel for the American industry?

Mr. EsBING. They have said repeatedly that it 18 not—it is mar-
ginall, ﬂroﬁtable and not worth their time. They have been in and:
out of the market. Many of the steel producers have been in and
out of it, taking cracks at it for 6 months or a year at a time.

Senator Risicorr. You think their position is justified?

Mr. EsBING. Well, I sugepose if 1 was looking at it from their
standpoint, I would not too much interested in making the
product either.

Senator Risicorr. From your standpoint, you-feel you have no
alternative but to go ab: to assure yourself of supply?

Mr. EBBING. Absolutely.

The suspension of the duty on chipper steel will have no signifi-
cant impact on the domestic steel industry. The Commerce Depart-
ment figures show that chipper steel imported last year was less
than 0.3 percent of domestic specialty steel production for the
specialty steel industry.

This is a drop in the bucket. For the chipper knife manufactur-
ers, it represents our life blood.

In 1978, the President exempted chipper knife steel from the
specialty steel quotas. Without that exemption, some of our mem-
bers would have been forced to leave the chipper knife market. The
same reasons which supported the quota exemption also support a
sushgenaion of the duty on chipper steel.

r. Halloran had some remarks to make, and I would appreciate
it if you could extend him a couple of minutes in view of the
questions that were asked of me.

Senator Risicorr. Where do you get the chipper knife steel, from
what countries basically today?

Mr. EBBING. Basically from Germany and Sweden.

Senator RiBicorr. Does somebody else want to make a comment?

Mr. HALLORAN. I can attest it is basically Germany and Sweden
at this time.

Senator RiBICOFF. Senator Dole?

Senator DoLk. I have no questions.

Senator Risicorr. I think we understand it. As we understand it,

" the opposing position will be taken by Mr. Williams and Mr. de-

Kieffer, is that correct? They are opposed to this?

Mr. ReIrcHARDT. Senator, because of the questions, would it be
possible for Mr. Halloran to give his comments?

Senator RiBICOFF. Sure.

STATEMENT OF JOHN E. HALLORAN, PRESIDENT, MICHIGAN
KNIFE CO.
Mr. Hauroran. Thank you, Mr. Chairman. My name is John

Halloran, president of Michigan Knife Co., of Grand Rapids, Mich.,
and Springfield, Oreg. Our principal line of business is the produc-

$6-253 0 - 60 - 8
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tion and sale of chipper knives. Our company faces fierce competi-
tion from foreign knives.

As | explained in my written testimony, the disparity between
the duty on chipper steel and the duty on chipper knives gives our
forei comf})etitors a significant cost advantage, simply as a result
of U.S. tariffs.

The 13-percent duty on chipper steel would not be a problem for
us, if we did not have to import the bulk of our raw materials, but
we must. I can testify firsthand that domestic steel producers have
aot_fpeen a consistent and sufficient source of supply for Michigan

nife.

Over the years, | have asked a number of domestic steel produc-
ers to supsly chipper steel. Only two companies have done so. The
others indicated either they are not interested or their prices
would be far in excess of world market.

Recently our latest domestic supplier announced drastic price
increases. We cannot pay such high domestic steel prices and sell
our knives at a profit in the face of foreign competition.

Therefore, Michigan Knife now relies exclusively on foreign im-
ports of chipger steel. History shows that the domestic steel indus-
try does not have a strong interest in manufacturing chip;;er steel.

The steel industry experts have indicated chipper steel is only
marginally profitable. Domestic steel producers will make it only
when their orders of other grades are low.

When the demand for other grades increases, domestic steel
producers delay their production of chipper steel. .

Recently, Bethlehem Steel announced its intention to manufac-
ture chipper steel. However, the Bethlehem analysis is not the
traditiona chipfer knife steel analysis described in H.R. 2535, but
a skinnier analysis that has had, at best, mixed results in its
limited field tests and is priced above the world market price for
chipper steel.

ause of our past problems dealing with domestic steel produc-
ers as well as the experimental nature and high price of Bethle-
hem’s product, we cannot rely on their recent promises as a basis
upon which to plan our production for the next 2 years.

If H.R. 2535 is not enacted and American knife manufacturers
continue to lose ground to foreign imports, there will be no one to
bu&chipper steel from the domestic steel producers. ‘

r. Chairman, H.R. 2535 was passed by the House of Representa-
tives and has the support of the executive branch. On behalf of my
company, my workers, and the other manufacturers, I urge you to
report this favorably to the full Senate.

nator RisBicorr. What is the annual production value of chip-
per knives in the United States? What is the size of this market?

Mr. HALLoRAN. I would venture the size of the entire chipper
knife market is $28 to $30 million.

Senator Riicorr. Thank you very much.

[The prepared statments of the preceding panel follow. Oral testi-
mony continues on p. 172.] -
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N .
“UDetroit

" EDGE TOOL COMPANY
Menutacturers of
MAGCHINE KNIVES )
MACHINE WAYS January 15, 1980

The Honorable Russell B. Long
Chajirman, Committee on Finance
U. S. Senate

2227 pirksen Senate Office Bldg.
Washington, D. C. 20510

Dear Senator Long:

As you probably know, H.R. 2535, a bill to suspend the import
duty on chipper knife steel, passed the House of Representatives
on December 3, 1979. .

As President of the Machine Knife Association, which represents
companies involved in the manufacture of chipper knives, and as
President of Detroit Edge Tool Company, manufacturers of machine
knives, I am writing to request your support for this bill when
it is ready for Senate approval.

Enclosed is a copy of testimony on H.R. 2535 which was given by
Mr. Jay Halloran, President of Michigan Knife Company, and me
at a hearing held by the House Subcommittee on Trade on July 27,
1979.

Briaefly, the.pointa that were brought out in our testimony are
as follows:

1. Duty on chipper knife steel is approximately 2-1/2 times
the duty on finished chipper knives.

2. This grade of tool steel is practically unobtainable
from domestic producers.

3. Chipper knife imports represent nearly 80% of the
domestic chipper knife market.

4. Chipper knives are essential to basic industries, such
as; paper, corrugated boxes, particle board, sewage
treatment.

5. Wood chips are being seriously considered as an energy
source.
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Chipper knife steel has already been exempted from the
Specialty Steel Import Quota, as the International Trade
Commission accepted evidence that there was insufficient
production of domestic chipper knife steel to meet the
demand. The two domestic manufacturers of chipper knife
steel indicated in testimony before the International
Trade Commigsion that this particular grade of steel is
not an important factor to the U. S. specialty steel
producers.

I respectfully request your cooperation and support both
in passage of this legislation and in obtaining quick
committee action when it comes before your committee. If
you have any further questions, or if I can be of additional
assistance, please let me know. .
Yours very truly,
DETROIT EDGE TOOL CO.
A
4. ey
R. R. Ebbing /
President

RRE/clm
Encl.
cc G. Reichardt

J. Halloran
T. Dolan
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Before The
Subcommittee On Trade
Ways and Means Committee
United States House of Representatives

STATEMENT OF
MR. R. R. EBBING

President
Detroit Edge Tool Company
6570 East Nevada Avenue
Detroit, Michigan 48234
{313) 366-4120

ON BEHALF OF THE
MACHINE KNIFE ASSOCIATION

IN SUPPORT OF H.R. 2535
TO SUSPEND THE DUTY ON
CHIPPER KNIFE STEEL

July 27, 1979
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STATEMENT OF R. R. ("PETE") EBBING

MACHINE KNIFL ASSOCIATION

Sunmary of Principal Points

(1) Domestic chipper knife manufacturers rely
heavily on foreign imvorts of chipper Xnife steel because
the U.S. supply of this particular alloy steel has been
grossly insufficient and inconsistent. 1In this regard,
chipper knife steel is quite unlike the many other grades of
specialty steel which domestic knife manufacturers can and do
purchase from American specialty steel companies in large
quantities. i )

(2) The rate of duty on chipper knife steel --
including the duties on special metals contained in this
alloy ~- is approximately 13 percent, whereas the duty on
finished chipper knives is only 5 percent.

(3) Since chipper knife steel accounts for a
major portion (50 to 70 percent) of the cost of producing
chipper knives, the substantial disparity between the duty
on the steel and the duty on thefknives places domestic
knife manufacturers at a segious disadvantage in competing
against foreign knife imports.

(4) The domestic share of the chipper knife
market has decreased dramatically during the past 10 to 20
years, in major part becausec American chipper knife manufac-
turers have been caught between the restrictions and rela-
tively high duties on importation of chipper knife steel
from abroad and the insufficient supplies of such steel from

U.S. sources.
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{(5) The President determined last year that it
would be "in the na%:ional interest” to exempt chipper knife
steel from the import quotas on specialty steel. The Pres-
ident made this determination after receiving advice from the
U.S. International Trade Commission, the Office of the
Special Trade Representative, and the Cabinet Departments
reprcsented on the interagenc} trade policy committee.
Representatives of both the chipper knife industry and the
specialty steel industry urged the President to exenpt
chipper knife steel from the import quotas! This exemption
was made more than a year before the President decided to
phase out quotaé on specialty steel generally.

(6) Imports of chipper knife steel are insignificant
in comparison to domestic specialty steel production and
foreign imports of all specialty steels. According to the
U.S. Department of Commerce, average monthly imports of
chipper knife steel since the removal of the quotas last year
have been less than 300 tons. During that same time period,
average monthly shipments of specialty steel by U.S. producers
were almost 100,000 tons, and average monthly imports of
specialty steel were approximaiely 13,000 tons.

(7} Frirms throughout the machine knife industry
consume ldrge quantities of stcels other than chipper knife
steel from domestic specialty steel companies. We seek

a suspension of the duty on chipper knife steel--and chipper
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knife steel only--because of the difficulties our members
have had in obtainirng adequate supplies of this particular
alloy analysis from domestic sources at prices knife manu-
facturers can afford to pay in the face of competition from
imported chipper knives.

{8) The high duties on chipper knife steel severely
disadvantage domestic chipper knife manufacturers without
providing any significant advantage to domestic specialty
steel producers. Indeed, the steel imports which these high
duties are intended to discourage are merely entering the
United States in the fovm of finished knives--to the detriment
of both the steel and the machine knife industries.

i9) Enactment of H.R., 2535 will directly benefit
the manufacturers of chipper knives, their empféyees, their
customers (who ultimately pay the steel duties), and their
suppliers (who will profit as the domestic chipper knife
industry expands). 1In addition, the suspension of the duty
on chipper knife steel will encourage more knife manufacturers
to enter or re-enter the American chipper knife industry.

(10) Therefore, I strongly urge the Members of
this Subcommittee to report H.R. 2535 favorably to the

Committee on Ways and Means as soon as possible.
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STATEMENT OF R. R. EBBING

I. INTRODUCTION

My name is Pete Ebbing. I am the president of
Detroit Edge Tool Company of Detroit, Michigan. 1 appear
before you today on behalf of the Machine Knife Association,
of which 1 am president, in order to request your swift
approval of H.R. 2535, a bill to suspend for a temporary
period the duty on certain alloy tool steels used to make
chipper knives.

The Machine Knife Association was created in 1882
and currently represents 10 companies frgm around the country
which are engaged in the manufacture and sale of machine
knives for the wood industry. Our members have manufacturing
;nd distribution facilities in many states, 1ncihdinq Indiana,
Kentucky, Louisiana, Massachusetts, Michigan, New York,

North Carolina, Ohio, Oregon, Pennsylvania, South Carolina,
"and Washington. A list of our members and the locations of
their facilities is attached to my statement. %/

I have personally been engaged in the machine -
knife industry for 24 years all of which have been with
Detroit Edge Tool. Detroig Edge Tool manufactures a wide
variety of machine knives, ways and other products for the
wood, metals, paper, plastic, and machine tool industries.
Although our production and distribution facilities are

equipped to manufacture chipper knives, we ceased production

*/ Appendix A
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and sale of such goods in 1976. Like some other members of
the Machine Knife Association, Detroit Edge Tool left the
chipper knife market when it became extremely difficult to
compete against imports of foreign chipper knives. A major
cause of this difficulty was the extremely high cost and
unreliable supply of domestic chipper knife steel, 1If
international trade conditions improve, Detroit Edge Tool
could reenter the chipper knife market, thereby increasing
our product109 and employment. I believe ~- both as president
of the Hachiné Knife Association and as the president of a
knife manufacturer which would like to reenter the chipper
knife market -~ that enactment of H.R. 2535 is a necessary
step toward increased domestic chipper knife production and

employment.

II. THE CHIPPER KNIFE INDUSTRY

" Chipper knives are wood-related industrial knives’
which are used in heavy machinery to chip wood into pulp;
chips, and other wood fiber products. The chipper knife
market has tremendous potential for expansion since wood
chips and wood fiber are being put to an increasing variety
of uses in order to utilize more fully our trees and forests --
one of our only naturally renewable resources.

Wood chips are used to manufacture paper,
corrugated boxes and particle board, to treat sewage, in

landscaping, and for an increasing variety of other purposes.
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Wood chips are also used as an energy resource =-- an alternative
fuel uich_potentially great benefits. The market for knives
to produge wood chips promises to increase rapidly in response
to our nation's concerns over conservation and energy.

The current domestic share of the chipper knife
industry is at its lowest point in history. At one time,
American chipper knife manufacturers supplied over 95 percent
of domestic chipper knife demand. However, that market

- share has decreased steadily during the past 10 years in the
face of low-price foreign imports and the poor avai!ability
of chipper knife steel, Many companies which previously
manufactured substantial quantities of cﬁipper knives have
eliminated or sharply curtailed their production of such
knives during the past 10 years. However, in almost every
case, those companies are likely potential entrants into the
chipper knife market if the terms of international trade
improve. An important step toward this improvement would be
suspension of the duty on chipper knife steel.

III. THE INADEQUATE AND UNRELIABLE SUPPLY

OF DOMESTIC CHIPPER KNIFE STEEL

The production of chipper knives requires a special
analysis alloy tool steel which is not now manufactured in
the United States in sufficient gquantities to even approach
the demand requirements of chipper knife manufacturers.

In this regard, chipper knife steel is quite unlike other

specialty steéls which are supplied by domestic sources in
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sufficient quantities and with respect to which we seek no
relief. As I shall explain more fully below, both our industry
and the Government--in specifically exempting chipper knife
steel from the specialty steel quotas~-have considered
chipper knife steel to be an anomolous commodity.

Chipper knife steel is a éartlculat analysis of
alloy tool steel which is designed for one purpose only:
the production of chipper knives. Moreover, chipper knife
steel is produced and sold only in shapes and sizes which
make it amenable to the production of knives. The chemical
analysis of chipper knife steel, as it is described in the
Tariff Schedules of the United States and in H.R.‘2535, is:

alloy tool steel which contains, in addition

to iron, each of the following elemeAts by

weight in the amount specified:

(1) carbon: not less than 0.48 nor
more than 0.55 percent;
(ii) manganese: not less than 0.20 nor
more than 0.50 percent;
(i11) silicon: not less than 0.75 nor

. more than 1.05 percent;
(iv) chromium: not less than 7.25 nor

more than 8.75 percent;
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(v) molybdenum: not less than 1.25 nor
) more than 1.75 percent;
(vi) tungsten: none, or not more than
1.75 percent; and
(vii) vanadium: not less than 0.20 nor

more than 0.55 percent.*/
At an ITC hearing in 1977 regarding specialty steel

quotas, Richard P. Simmons -- president of Alleghany Ludlum
Steel Corporation and a spokesman for the specialty gteel
industry -- described chipper knife steel as “a combination
of both an unusual aralysis and an unusual product form." *#/
Mr. Simmons noted that:

"Such unusual analysis, first, is generally

melted only at infrequent intervals and, - Jﬁ

second, only rolled at infrequent intervals

because of the necessity of setting a rolling

mill not to roli a round but to roll in an

unusual cross-section . . ." ##/
Speaking as a qualified metallurgist, Mr. Simmons stated
that -- for these reasons -- chipper knife steel is "a
product that is not only undesirable for American manufacturers
to produce but undesirable for foreign manufacturers to

produce.” #*t/

* Statistical Headnote 1(f) to Schedule 6, Part 2 of the
Tariff Schedules of the United States. This chemical
description of chipper knife steel was developed by com-
modity specialists at the International Trade Commission
after imports of chipper knife steel were exempted from the
quotas on specialty steel in 1978.

44/ Statement of Richard P. Simmons before the U.S. Inter-
national Trade Commissjon on September 9, 1977. A copy of
Mr. Simmons' remarks is attached as Appendix B.
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For whatever reason -~ and despite the protection
of-relatively high duties -~ domestic specialty steel companies
have in fact demonstrated little enthusiasm for producing
chipper knife steel. There has been no éonsistent and
substantial long-term domestic supplier of chipper kpife
steel during the past dozen years. Mr. John E. Halloran,
President of Michigan Knife Company, will describe these
domestic supply probléms in more detail in his testimony.

The problems created for domestic chipper knife
manufacturers by the inadequate and inconsistent supply of -
domestic chippé; knife steel have received considerable
attention from the U.S. International Trade Commission and
the Executive Branch during the past few years. As part of
its reexamination of specialty steel quotas in i977. the ITC
received testimoéy and other information which demonstrated
the heavy reliance of domestic chipper knife manufactérers
on imports of chipper knife steel because of inadequate
supplies of such steel from domestic sources. After consider-
ing this evidence, the Chairman of the Commission recommended
that the President terminate the import quotas on chipper knife
steel and stated that such termination would not adversely
affect the domestic specialty steel industry. */ Similarly,

Commissioner Ablondi advised the President of the hardships

*/ Report of the U.S. International Trade Commission to the
President on Stainless Steel and Alloy Tool Steel (Investiga-
tion No. TA-203-3) (October 1977), at p. 7. A selection of
relevant excerpts from the ITC report is attached as Appendix C.
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suffered by domestic consumers of certain special analysis
alloy tool steels -- such as chipper knife steel -- because
"[d)omestic producers of stainless steel and alloy tool
stecel have in some instances been unable, or find it unattra-
ctive, to supply end-product manufacturers with necessary
specialty steel.” %/ Even the specialty steel industry recoé-
nized the special problems of chipper knife steel consumers,
and joined chipper knife manufacturers in urging President
Carter to exclude chipper knife steel from the specialty
steel quotas. **/
After considering the advice offered by the ITC,

and the recommendations of agenices throughout the Executive
Branch, the President determined "that the exclusion of .
certain steels . . .‘known as chipper knife steel . . . from
. . . quantitative restrictions is in the national interest. ***/

Qur Association believes that the same reasons which

the President found persuasive when he decided to exempt

*/ 14, at 9.

*%/ Letter to the President dated November 25, 1977, from
the Tool and Stainless Steel Industry Committee and Michigan
Knife Company. A copy of this letter is attached to this
statement as Appendix D.

s**/ Presidential Proclamation 4559, 43 Fed. Reg. 14433
{April 6, 1978). A copy of the President's proclamation is
attached to this statement as Appendix E.
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chipper xnife steel from the specialty steel import quotas
should alsc be persuasive to the Congress in deciding to
suspend the relatively high duty on chipper knife steel.

Iv. U.S. IMPORT DUTIES UNFAIRLY AND

UNRZASONABLY DISCRIMINATE AGAINST

U.S. CHIPPER KNIFE MANUFACTURERS

AND THEIR EMPLOYEES

The crux of the problem facing domestic chipper
knife manufacturers is that the duty on chipper knife steel --
which must be imported in large quantities from abroad -- is
almost 13 percent whereas the duty on finished chipper knives
against which American manufacturers must compete is only
S percent. ‘

Chipper knife steel constitutes the pfedominant
cost of manufacturing chipper knives. For some knives, the
steel represents 70 percent of the cost of the finished
product. Therefore, even a minor difference in duties on
the steel versﬁs the knives would offer a major competitive
advantage to foreign importsgslaut when the duty on the

steel is approximately two-and-one-half times the duty on

%/ The tariff reductions resulting from the multilateral
trade negotiations will only further increase the disparity
between the duties on chipper knives and chipper knife steel
in the next few years. Although the duty on the steel will-
eventually be reduced to 6 percent, that reduction will not
begin to be phased in until January 1982, whereas the reduc-
tion of the duties on the knives to 3.7 percent will begin
next year. The duty suspension which we seek would terminate
before 1982, when the MTN tariff reductions on chipper knife
steel would begin to take place.
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the knives, the com#etitive advantage to the foreign producers
puts them almost beyond reach.

This great discrepancy in the duties -- in favor
of foreign knife manufacturers -- has no rational basis.
Strictly as a theoretical matter, the imposition of higher
duties on raw materials than on finished goods is coritrary to
American economic interests.l Such a duty structure necessarily
penalizes domestic manufacturers and workers by favoring the
imports against which they must compete. Moreover, this same
disparity effectively Yitiates the objective of the high duty
on the raw material by encouraging its ;Fportation in the form
.ot finished products. In this manner, the imposition of higher
duties on raw materials than on finished goods results in no
}_benefit to the domestic raw material industry while unneces~
sarily dgm&ginq the domestic finished ‘product industry.

In fact, the relative duties on chipper knives and chipper
knife steel have had precisely this effect. They have not
discouraged the importation of éhippet knife steel. On the
contrary, this steel is imported into the United States at
the lower duty by first ﬁanufacturinq it into finished knives.
The result is injury to the domestic knife industry (which
must pay high duties on the steel it imports) and no correspond-
ing benefit to the domestic specl;lty steel industry.

$9-253 0 ~ 80 - 9
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V. SUSPENDING THE DUTY ON CHIPPER KNIFE

STEEL WILL GREATLY BENEFIT THE AMERICAN

- CHIPPER KNIFE INMDUSTRY AND WILL NOT

ADVERSELY AFFECT TidE DOMESTIC SPECIALTY

STEEL INDUSTRY

Domestic specialty steel companies have not taken
advantage of the protection of the high duty to increase
their production of this particular alloy tool steel.
Similarly, there is no reason to believe that suspension of .
the duty will have any impact on domestic specialty steel
production. This same high duty, however, is a major disadvantage
to the chipper knife manufacturers who must depend on foreign
imports of steel to survive. Suspension of the duties on
_the steel will cettéinly increase the ability of American
companies éo compete against foreign knife imports, to
expand production, to hire more employees, and to pay more
taxes., The balance of equity and reason clearzly is on tﬂe
side of suspending the duty.

To put this problem in perspective, consider the
following facts. The Commerce Department has reported that
chipper knife steel imports since the removal of the quotas
last Qear has averaged less than 300 tons per month. buring
this same time period, domestic specialty steel companies
made shipments of almost 100,000 tons per month and foreign
imports of all specialty steels averaged approximately

13,000 tons per month. */ In other words, chipper knife steel

. -

* U.S. Department of Commerce News: Twelfth Quarterly Report
to Ali Review of U.S. Specialty Steel Industry (ITA) 79-112)
(June 21, 1979) at p. 3. A copy of the Commerce Department data
is attached as Appendix F.
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imports are less than 3/10 of one percent of domestic specialty
steel production and approximately 2 percent of all specialty
steel imported into the United States. Obviously, from the
perspective of the specialty steel coépanies. chipper kn(te
steel imports are an insignificant drop in the bucket.
However, chipper knife steel represents 100 percent of the
raw material for producing chipper knives. To chipper knife
manuiacturers,'guch steel is the lifeblood of their existence.
The suspension of the duty on chipper knife steel
will not prevent domestic specialty steel producers from
participating in this market, Domestic specialty steel
companies have one significant advantaqsabve: their foreign
c;mpetitors that has nothing to do with the high duty on
specialty steel. This advantage is the relative.proximity
of the steel companies to the knife manufacturers. Given a ‘
choice between a domestic sppplY'and a foreign supply of
steel -~ at prices yhich are reasonably cpmpetitive - a
knife manufacturer will favor the domestic steel company
because shipment times can Se lower and, as a result, the
inventories of steel which the knife manufacturer must
maintain (at high cost) can be reduced. Domestic knife
manfacturers would prefer not to depend on steel shipments
"~ from Europe sfnce those shipmknts take much longer than
shipments from domestic steel companies and since they can
be délayed by port congestion, dockworker strikes, and

customes clearance.
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Unfortunately, domestic specialty steel companies
have not taken advantage of these natural advantages over
their to;elqn competition to provide chipper knife steel in
large quantities on a consistent basis. Moreover, the
prices sought by most domestic specialty steel companies
have ranged up to 100 percent higher than the prices offered
by foreign steel companies. Indeed, the prices which domestic
specialty steel companies seek to charge would effectively drive
domestic chipper knife manufacturers out of business. The
existing duty on chipper knife steel imports of approximately
13 percent does not offset these other tggtor: which hav?
forced chipper knife manufacturers to purchgse the great
bulk of their ateel from foreign sources. Thus, maintenance
of the high duties oh'chipper knife steel will not result in
ﬁore domestic chipper knife steel production, nor will the
elimination of the duties necessarily reduce it.

‘We believe there can be no doubt that suspension’
of the duty on chipper knife steel will not adversely affect
the dom;stic specialty steel industry. However, it would
permit expansion of the highly labor-intensive domestic
chipper knife industry, which has great potential if our
Gogexnnent'will just remove import barriers that discriminate

in favor of foreign knife manufacturers.
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VI. SUMMARY AND COMCLUSION
On March 13, 1979, our Association petitioned -~
by way of a letter to Chairman Vanik -- this Subcomittee to
take prompt, affirmative action to suspendithc import duty
on chipper knifé steel. We have now presented evidence to
show that our members -- and domestic chipper knife ;$nu-
facturers in general -~ are seriously disadvantaged by high
duties on chipper knife steel which do not offer any corzespondinq.
benefit to the domestic specialty steel industry. The fact
that our Government imposes a duty on chipper knife steel
which is approximately two-and-one-half-gimes as large as
the duty on finished chipper knives has only negative con-
sequences: a loss qf American market shares, a loss of
" American production éipacity, a loss of Anerica; jobs, and a
loss of Am;rican opportﬁnities. .
By suspending the duty on chipper knife steel,

the Congress can directly benefit chipper knife manufacturers,
their employees,. their suppliers and their customers in the
wood ‘and paper industries. 1In addition, a duty suspension
will indirectly benefit the overall economy by reducing -
prices and increasing domestic employment.

, Fox all these reasons, we respectfully urge you to
report H.R. 2535 favorably to the Ways and Means Committee
as soon as possible,

I would now bé‘qlad to answer any questions you

may have.
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APPENDIX A

MEMBERS OF THE MACHINE KNIFE ASSOCIATION

'

ASKO, INC.
Homestead, PA

BOLTON-EMERSON, INC,
Lawrence, MA.
Philadelphia, PA.
Seattle, WA.

DETROIT EDGE TOOL €O,
Detroit, MI.

DISSTON, INC.
Greensboro, NC
Seattle, WA.

INTERHNATIONAL KNIFE ’

(HANNACO KNIVES & SAWS, INC.)
Florence, SC.
Eugene, OR.,

(AMERICAN CUSTOM METALS)
Covington, KY.

LANCASTER KNIVES,
Lancaster, NY.
Portland, OR.

Inc.

MICHIGAN KNIFE CO.
Big Rapids, MI,.
Springfield, OR.

THE ORIO KNIFE CO.
Cincinnati, OH.
Aurora, IN.

R. HOB & CO., INC.
Scarsdale, NY.
Portland, OR.
Birmingham, AL.

SIMMONDS CUTTING TOOLS
Pitchburg, MA.
Portland, OR.
Boosier City, LA.

THE WAPAKONETA HACHINE CDHPANY
Wapakoneta, OH.

_/ WISCONSIN KRNIFE WORKS

Beloit, WI. -

MACHINE.KNIFE ASSN.

Thomas D.

Dolan

Executive Secretary
1717 Howard Street

Evanston,

I1l. 60202

;/ Prospective member which has announced {ts intention to
oin the Assocﬁacion at its next meeting.

*
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APPENDIX B

STATEMENT
oOF
MR. RICHARD P. sxnuqns
PRESIDENT, ALLEGHANY LUDLUM STEEL CORPORATION

IN RESPONSE TO THE TESTIMONY
oF
MR. JOHN E. HALLORAN.
PRESIDENT, MICHIGAN KNIFE CO:\

N4
s
BEFORE

THE UNITED STATES INTERNATIONAL TRADE COMMISSION

September 9 , 1977
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912
with a little bit of information and, of course, it would be
arcenable -~ it is not argumentative. It is strictly 1n£orma-‘
tional,

CHAIRMAM MINCHEW: I think it might be helpful if Mr
simmons could outline for the Commission and then maybe if Mr.
Halloran or Mr. Engman or the Commission or other parties could
ask Mr. Simmons questions. o -

MR. SIMMONS: First, leg me clearly point out I am
not an adversary. I am here in suooort of vour particular cass

I_am svmpathetic to it.

MR. ENGMAN: Do I understand that as removing this
particular type of steel from import :o?trlctions?
‘ "wo
MR. SIMMONS: Well, I did not go quite that far.
. 4

I Ehouqht it might‘bc appropriate because this is

such an unusual situation that it might boyof some benefit !o£
us to try and give the Commission gome additional technical

insight into why this product might be difficult to gbtain gggﬂ

Anerican domestic producers. . )
First, it is an unusu;l'analxsll, as Mr. Engman and
Mr. Halloran have pointed out. By the way, Allegheny Ludlum
does not provide this product. So I am not iq any violation,
I fael, in discussing {t.
Secondly, it is a p;oduct form in the form of what wg
call flats. These are rectangular bars and‘lo we have a

cormbination of both’ an unusual analysis and gpn ynusual product

INDEPENDFENCE REPORTING, INC.
) Teb: (202 2171443
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form. Such unusual analysis first is gencrally melted only at
. infreguent inécrvals and second only rolled at infrequent
intervals because of the necessity of setting a rolling mill
not to roll around but to roll in an unusual cross section and
without looking through all the sizes there was more than one,
There was a series of cross sections. :
. The final point that I thought might be of some intex:
est is that when you look at Exhibit II, uhicp is the foreign
chipper knife manufacturers, the first thing that strikes us
is the fact that many of Mr. Halloran's competitors are also
his suppliers of steel, hi; forelgh suppliors of steel. I

think the tact, at least to some degree, might well reflect sor

£

ot the problena Mr. Halloran faces and wlth which we in the-
special sgeel industry sympathize with greatly..

It has never been the 1ntenéion of the specialty
steel industry to put anybody out of business, It is not our
intention today. I would hcoe administratively within the coni
text of the existing quotas and with the assistance, I an sure

of your very able staff, that there might be some wav of b

accommodating the particular problem that Mr. Halloran faces.

I am not suggesting that I know what that solution

is at this moment, but I do sympathize with his problem,
I would point out, However, that in his Exhibit VII

even Roechling points out in the last paragraph that the price

is most competitives Now, I speak not as a producer of this

‘ . e
.« - - -

IVDEI‘E\ﬁE\C" REPORTING, INC. -
Tel: (123 512.1843
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product, I now spcak as a metallurgigi. that the analysis of
this grede woﬁld~sugqcst that under normal circumstances this
product would be much higher priced, both for forcign or domest
than the price that I was surprised to see, which I'do not

questicn but which appears Lo me to be a reflection of a pro-

duct that is not only unde able . turer

to orcduca but undesirable for foreign manufacturers to groducq

as evidenced by the fact that they indicated that they wished’
to upgrade to more desirable items within the quota.’
I sirmply wanted to place on the record the fact that

outside of all the legal language that we go through, we cer-

tainly have no desire in any way to injure a small American
' "
manufacturer, . i/

. R .
Thank you. If there are any questicns I certainly

would att;mpt to answer then.

CHAIRMAN MINCHEW: Are the:e.any questions from the
Commission? Mr. Engman? Mr. Halloran? Other parties of
record?

MR. ENGMAN: Mr. Simrons, are you aware of what has |
happenfdlto the price -- to the foreign price for what I call
chipper knife steel, which you define much more exotically,
since the irmposition of the quota?

MR. SIMMONS: No,.x.am not, sir.

MR. ENGMAN: Thank you.

CHAIRMAN MINCHEW: Are there further questions of

.
.

AR Y
* INDEPENDENCE, REPORTING, INC.
Tel: 12021 2421008
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APPENDIX C

RELEVANT EXCERPTS FROM REPORT
OF
THE UNITED STATES INTERNATIONAL TRADE COMMISSION
ON
STAINLESS STEEL AND ALLOY TOOL STEEL

October 1977

CHAIRMAN MINCHEW:

T am . . . of the judgment that the termination of import relief
with resoect to the chioper knife blade steel . . ., covered by
TSUS item 923.26, wou not have a serious adverse economic effect
on the domestic industrv."™ (page 7) {emphasis supplied)

*., . . the {import) restraints have caused some difficulties to
U.S. consumers which can be rectified without adverse economic
effect on the U.S. industry. 1In my opinion, shifts to higher
priced oroducts have placed a hardship on importers of chipoer
knife blade and band saw steel, who must compete with foreign manu-
facturers who export the finished product. I do not believe ter-
mination of the restraints on these items would have a serious
adverse economic effect on the U.S. industry concerned.” (page 9)
(emphasis supplied) 'i

V4

COMMISSIONER ABLONDI: : ¢

"Testimony before the Commission established that quotas
have imposed hardships on numerous domestic consumers. Traditional
supply patterns have been disrupted causing both uncertainty of
supply and increased inventory costs. These conditions caused
upward price pressures which in turn have an adverse effect not
only on consumers but also on the competitive position of end-
product manufacturers. Domestic producers of stainless steel and
alloy tool steel have in some instances been unable, or find it

unattractive, to supply end-product manufacturers with hecessar
sgeciaicg steel.” (page 12) iempﬁasis supplied)

THE COMMISSION STAFF:

"There are . . . indications that foreign suppliers have
upgraded their product mix to export as many Eggﬁ value products
as possible to maximize their earnings on quota restrained arti-
cles and to dampen the impact of quota categories which are rapidly

filled. The reduction in imports of steels used in the manufac-
ture of cutting blades, one of the many items import as alloy
_tool steel, Is one such example. . . .

“A change in product mix has also occurred wherein the
foreign suoplier of specialty steel Items under quota reduces

exports of these items and, increases exgorts of end products made
from specialty steel.” {page A-36) (emphasis supplie
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APPENDIX D

Mossruer 25, 1217

The President !
The White Lo se
.@“ashingten, D.C. 20500

Re: Spaciaity Steel Quotas
TA-2031-3

scay Mx, President:

Oﬁ behalf of the Tool and Stainless Steel Industry Com-
mittee (TSSIC) ané Michigan Knife Co., we urge you to consider
the following in making your determination with regard to con-
tinvation of the quotas cn specialty steel products.

1. The Tool and Stainless Steel Industry Committee was
the original petitioner before the International Trade Com-
mission with respect to specialty steels. . TSSIC was also
the sole representative of the domestic industry before the
ITC with respact to reconsideration of the yuotas which you .
had requested and is the spokesman for the American specialty
steel industry. .

2. %ichigan Knife Co. is a manufacturer of chip.cr
knives. It appeared at recent hearings bcfoce the 149C w4
urced that chipper knife steel be excluded from the yict.s
on specialty steel. .

3.' Chipper knife steel is curzently covered by the
quotas under the definition of alloy tool steel.

4. The Tool and Stainle:s Steel Industry Committee and
Michigan Knife Co. jointly urge vou to exclude chipper knife
steel (as defined in Appendix A attached) from the quotas
on specialty steel products. We also urge that there be a
reduction in the balance of the quotas for alloy tool steel
commensurate with historic shipments of chipper knife steol.

5. HWe estimate that imports of chipper knife steel for
the past several.years have been approximately 2,500 tons
ger year. These imports have been divided on the average
between Sweden (1,725 tons) and the European Economic Com-
nunity (775 tons). We urge, therefore, that the alloy tool
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steel qucta for Sweden be reluced by 1,725 tons and for the
EEC by 775 tcnas to ccmpaensate for the reﬂoval of chioper
knife steel from the existing guotas.

This action would benefit all parties concerned. The
Aichigan Knife Co. and other United States chipper knife manufac-
turers would have increased access to raw materials they require.
The United States specialty steel industry would be protected
frcn a flood of tool stael i~~~ris which might occur and the
Europeans would be able to increase their exports of this product
while not suffering any effective reduction in other tool steel
lines. We urge you to incorporate these changes in any announce-
ment you make regarding continuation of the quotas.

Sincerely, yours,

Donald E. deKiéffer

Counsel

Tool and Stainless Steel
Industry Committee -

Lewis A. Engman
Counsel
Michigan Knife
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! APPENDIX E

THE PRESIDENT .
(3195-01]

Proclamstion 1559 . ’ ‘ _ April 5, 1978

Modificatien of Temperory Quantitctive Limitation's on the Imporiation into the United
States of Certoin Articles of Alloy Tool Steel

By the President of the United States of America

A Proclamation .

1. Proclamation No. 4443, of June 11, 1976, as modified by Procl
No. 4477 of November 16, 1976, and Proclamation No. 4509 of June 15,
1977, imposed quantitative restrictions on the imporwation of certain articles
of specialty steels. Section 203(h)(4) of the Trade Act of 1974 (the Trade Act}
(19 U.S.C. 2253(h)(4)) permits the President to reduce or terminate any such
celief if, after taking into account advice received from the United States
International Trade C ission (USITC) and after seeking advice from the
Secretaries of Commerce and Labor, the President determines that d\c reduc-
tion or termination is in the national interest.

2. 1 have sought and received advice from the USITC and from the
Secretaries 'of Commerce and Labor concerning the effects of reducing or
terminating import relief provided by Proclamation No. 4445, as modifed by
Proclamation No. 4477 and Proclamation No. 4509, on steel provided for in
item 923.26 of the Tariff Schedules of the United States (TSUS). I have
determined, after considering that advice, that the exclusion of certain steels
provided for in item 923.26 of the TSUS, known as chipper knife steel and

band saw steel, from such quantitative restrictions is in the national interest. ..

8. Accordingly, the purpose of this proclamation is to termi in part
Proclamation No. 4445 of June 11, 1976, as modified by Proclamation No.
4477 of November 16, 1976, and Proclamation No. 4509 of June 15, 1977, s0
as to exclude so-called chipper knife steel and band saw steel provided for in
item 923.26, TSUS, from the present Quantitalive restrictions for the remain-
der of the restraint period which began on June 14, 1977 and the entire.
restraint period beginning on June 14, 1978, and 10 make an appropriate
reduction in the quota quantities for item 923.26, TSUS, applicable to the
European Economic Community and Sweden for the restraint period begin-
ning June 14, 1978 to reflect the exclusion of so-called chipper knife steel and
bind saw steel. The authority for this action is set forth in section 203(h)(4)
{19 U.S.C. 2253(h)(4)), and section 125(b) (19 U.S.C. 2134(b)) of the Tnde
Act.

NOW, THEREFORE, 1, JIMMY CARTER, President of the United States
of America, acting under the authority vested in me by the Constitution and
the statutes of the United States, including sections 125 and 203 of the Trade
Act ({9 U.S.C. 2135 and 2253, respectively), do proclaim that—

A. Subpart A, part 2, of the Appendix to the TSUS (19 US.C. 1202) is
modified as follows:

(1) by modifying headnote 2(a)(iii) to re:d as. follows:

"(u) Tke l:nn “alloy ol sieel” in item b‘);" .26 refers o :lloy steel which contsing the following
<o of el in the ly
50 levs than 1.0% carbon and over 11.0% chromwunm; or
* not less than 0 3% carbon and 1.25% 10 11.0% inclusive chromium; or
not less than 0.85% carbon and 1% 10 1.8% inclunve manganese; or

FECERAL RPBISTIR, VOL 43, NO, 67-THURSOAY, APENL 6, 1978
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THE PRESIDENT

09% 10 1.2% inclusive chromium and 0.9% 10 1 4% indusive molybdenum; or

not less than 0.5% carbon 2nd not less than 3.5% molvbdenum: or

not less than 0 3% carbon and not less than 3.5% tungsien;

but does not include the ihree followng 1YPEs of alloy 100l steel which conuin, in 3ddition to
iron, each of the speafied elements by weight in the amounts wndicated:

()} carbon not lest than 0.95 nor more than 1.13 percent;
manganese: not less than 0.22 nor more than 0.48 percent,
sulfur. 0none, of not more than 0.03 percent;  *
phosphorus e 0ONE, OF NOL more than 0.03 percent;
silicon” not less than 0.18 nor more than 0.37 percent.
chromum not less than 1.25 nor move than 1.65 percent:
nickel’ nore, of not more than 0.28 percent;
copper. NnoNne, o7 not more than 0.38 perceny;
molybdenum: none, of not more than 0.09 percent; or

@ arbon: not less than 0.48 nor more than 0.55 percent;”
manqanese: not less than 0.20 nor more than 0.0 percent;

- silicon: o not less than 0.75 nor more than 1.05 percent;
chromium- not less than 7.25 nor more. than 8.78 percent
molvbdenum: not le1s than 1.25 nor more than 1.73 percent:

. tungsten: . . none. of not more than 1.75 percent;
vaadium:  ° not less than 0.20 nor more than 0.5 percent; or

) . -enboa: " aotless than 0.47 nor more than 0.53 percent;  *

- manqanese; A not less than 0 GO nor more than 0.90 percent;
sulfur none, or not mare than 0.018 percent;
phosphorus: none, or not more than 0 025 percent:
silicon: not less than 0.10 noe more than 0.25 percent;

- chromsum: . nol less than 0.90 nor more than 1.10 percent
nickel: not less than 0.50 nor more than 0.70 percent;
molybdenum: . notleis than 0.90 nor more than 1.10 percent;
vanadium: not less than' 0.08 percent nor more than 0.15 per-

cent;” .

(2) by inserting 3,167 and "'8,295" in licu of the existing quota quanti-
ties applicable 10 the European Economic Community and Sweden, respective-.
ly, in the quota quantity column headed June 14, 1978, for ilem 923.26.

B. The modifications of subpart A of part 2 of the Appendix to the TSUS,
made by this proclamation, shall be effective as to ardicles entered, or with-
drawn from warehouse, for consumption on and after the second day follow-
ing the date of publication of this proclamation in the FeograL RrcisTER.

IN WITNESS WHEREOF, 1 have hereunto set my hand this fifth day of
April, in the year of our Lord nineteen hundred and seventy-eight, and of the
Independence of the United States of America the two hundred and second.

- FHEL

(FR Doc. 78-9408 Flled 4-5-78; 12:04 pm)

— . . .
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APPENDIX P
b
Table 3
SPECIALTY STEEL:
U.S. Procucers’ Shipaents, Ixports, laports for Consumptios
Appazant Consumption, and [aport Penetratios
Quarterly and Aanual, 1974-78
Producess’ Appacest tapore
Period ghamenss  Exporu®  [asorted/
QAuanshiz {288 30a8) (2egcens
1974
FAZEE quaLter. ... 307,463 11,220 16,436 31,704 .5
Second Iuarcer 345,431 24,403 . 30,408 351,3% [ 1%
Talrd quatte 319,741 1,42 30,180 136,327 1.
Poursn quarst 19).006 22,400 $6,09 136,69 . 11.2
1,264,296 20,508 153,149 1,324,934 1.4
1978 !
Picet quarter.... 302,769 12,404 30, 09 240,674 20.%
Second Quart 147,082 11,308 36,908 172,402 - al.e
Third Quarter.... 168,177 10,804 32,921 190,094 17.2
Fougth quarcer 108,178 12,093 33,59 108,921 16.3
Yoatiaeasennne 743,898 41,368 133, 75Y 30,2608 1.1
1976
Ticst quarter.... 238,019 13,927 41,601 263,17 18.8
Secord quarter,.. 254,114 16,330 30,804 290,780 17.8
TRLES QUATTOr. ..t 248,109 15,718 42,403V 274,79 13.¢
rourta quacee 135,479 13,488 11,987 273,970 11.6
Yeata.... 993,468/ 39,40 1.0 1,100,084 152
19m. "
Fizaz quacter 270.187 13,70 23,779 280,243 8.3
Second qua 3”.’031/ 13,012 43,469 329,393 13.8
Third quare . 136,169 19,137 33,120 271,232 12.2
FOuLLh QuUarter... 145,715 10,999 39,008 27,70 14.2
Yoirieeieienee 1,082,089 13,076 141,30 FRTHET 4 12.3
s1e ' v . v )
. - 36,467 12,14 11.7
e e Iy (R 1 C 0/ V .y
291,488 14,074 27,916 8.4 l;.}
293,390 1,307 19,090 Y 2
l.!ﬂl.ﬂﬂ/ 9,894 139,240, 1,300, 77 .
197 N R
Firat Juartes.... 344,300 . 13,31 30,634 361,448 .S

o 1 Tteas $23.14 throush 923.13 and 921.26 of the
yoe! 'm'“:'::'v'"ﬁ.m’r:;:"m':ﬁ:'ms‘:z June 11, 1976, a0 sodifled v 'mag:ntioa aur
of sovesber 1%, 1974, Proclamstion 4349 of June 15, 1977, aad Proclamaties [
April S, 1978, « tov seven
/ schedsle B nambers for exsorts, effective Jangarv 1, 1978, amiieg to
Vg it el S8 S Ll o) St ST e s ey
::‘ithsiml::‘ comparability with esrlies ceriods at the level of sroduct agaredation
hova for the Cespestive catsdqories. ,
.layocu of specialty steel through Yovesbet 1976 sav Laclude tteel for use ia m m'gﬁt::.
v of Deazings; hovever, deta since thea do ot include such steel. Nonthly hﬂ” e tective
el neteed i e e e 0 o2eigt, ST e, i IR e onscsniitee
3'3.:&;‘:::’«.3;- to slloy tool steel, Ia the period apsil 1970 throesh March 1079, sueh
imposts averaged 297 net tons monthly.
+ shipments “lus imcorts, less exvotts.
v - o 1 for vesr, <Cesvecticas ant
* shiosents 40 not add to tota . 6
v ﬁ;:::::z:lg:.:c::a:::“:;‘:oznt for the vesr but canaot he aistridatet to individual
quarteis.
§/ Oats reflect Census Suzeds zevisions. -
7/ Oata reflect USITC revisions. 3/ evised. .
Jmuu oftiecial seatisticy of .‘-:;;é"' neoattrent of fornerce, axceot for scotecece’ shioweats.
based on " nuLYev. - .
Prepared ?vtmbn“ ::‘:mnn- sivision, 2§fice of Susiness Sroerste. 00C == Jume 13, 1979

U.S., Department of Commerce News: Twelfth Quarterly Report to Ald A
Review of the U.S. Specialty Steel Industry (ITA 79-112)(June 21, 1979
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STATEMENT OF R. R. ("PETE") EBBING
MACHINE KNIFE ASSOCIATION

Summary of Principal Points

(1) H.R. 2535, which would suspend until June 30,
1982, the duty on chipper knife steel, passed the U.S. House
of Representatives on December 3, 1979. This legislation
has the support of the Executive Branch, including the
Office of the U.S. Trade Representative. The Machine Knite
Association strongly urges the Members of the Finance
Committee to report H.R. 2535 favorably to the full Senate
as soon as possible.

(2) Domestic chipper knife manufacturers which
are members of the Machine Knife Association rely heavily on
foreign imports of chipper knife steel because the U.S.
supply of this particular alloy steel has been grossly
insufficient and inconsistent. 1In this regard, chipper
knife steel is quite unlike the many other grades of
specialty steel which domestic knife manufacturers can and
do purchase from American specialty steel companies in large
quantities.

{(3) The rate of duty on chipper knife steel
--including the duties on special metals contained in this
alloy ~- is approximately 13 percent, whereas the duty on
finished chipper knives is only 5 percent.

(4) Since chipper knife steel accounts for a
major portion (50 to 70 percent) of the cost of producing
chipper knives, the substantial disparity between the duty
on the steel and the duty on the knives places domestic
knife manufacturers at a serious disadvantage in competing
against foreign knife imports.

(5) The domestic share of the chipper knife
market has decreased dramatically during the past 10 to 20
years, in major part because American chipper knife manufac-
turers have been caught between the restrictions and rela-
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tively high duties on importation of chipper knife steel
from abroad and the insufficient supplies of such steel from
U.S. sources.

(6) 1In 1978 the President determined that it
would be "in the national interest" to exempt chipper knife
steel from the import quotas on specialty steel. The Pres-
ident made this determination after receiving advice from
the U.S. International Trade Commission, the Office of the
Special Trade Representative, and the Cabinet Departments
represented on the interagency Trade Policy Committee.
Representatives of both the chipper knife industry and the
specialty steel industry urged the President to exempt
chipper knife steel from the import quotas! This exemption
was made more than a year before the President decided to
phase out quotas on specialty steel generally.

(7) Imports of chipper knife steel are insignifi-
cant in comparison to domestic specialty steel production
and foreign imports of all specialty steels. According to
the U.S. Department of Commerce, average monthly imports of
chipper knife steel since the removal of the quotas in 1978 .
have been less than 300 tons. During that same time period,
average monthly shipments of specialty steel by U.S. producers
were over 100,000 tons, and average monthly imports of
specialty steel were less than 13,000 tons.

(8) Firms throughout the machine knife industry
consume large quantities of steels other than chipper knife
steel from domestic specialty steel companies. We seek a
suspension of the duty on chipper knife steel -- and chipper
knife steel only -- because of the difficulties our members
have had in obtaining adequate supplies of this particular
alloy from domestic sources at prices knife manufacturers
can afford to pay in the face of competition from imported
chipper knives.

(9) The high duties on chipper knife steel
severely disadvantage domestic chipper knife manufacturers
without providing any significant advantage to domestic
specialty steel producers. Indeed, the steel imports which
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these high duties are intended to discourage are merely

-entering the United States in the form of finished knives ~-
to the detriment of both the steel and the machine knife
industries.

(10) Enactment of H.R. 2535 will directly benefit
the manufacturers of chipper knives, their employees, their
customers (who ultimately pay the steel duties), and their
suppliers (who will profit as the domestic chipper knife
industry expands). In addition, the suspension of the duty
on chipper knife steel will encourage more knife manufacturers
to enter or re-enter the American chipper knife industry.

THEREFORE, I strongly urge the Members of this
Committee to report H.R. 2535 favorablx to the full Senate
as soon as possible.
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STATEMENT OF R. R. EBBING
I. INTRODUCTION

My name is Pete Ebbing. I am the president of
Detroit Edge Tool Company of Detroit, Michigan. 1 appear
before you today on behalf of the Machine Knife Association,
of which I am preéident, in order to request your swift
approval of H.R. 2535, a bill to suspend for a temporary
period the duty on certain alloy tool steels used to make
chipper knives.

The Machine Knife Association was created in 1882
and currently represents a dozen companies from around the
country which are engaged in the manufacture and sale of
machine knives for the wood industry. Our members have
manufacturing and distribution facilities in many states,
including Indiana, Kentucky, Louisiana, Massachusetts,
Michigan, New York, North Carolina, Ohio, Oregon, Pennsylvania,
South Carolina, and Washington. A list of our members and
the locations of their facilities is attached to my
statement. */

I have personally been engaged in the machine
knife industry for 24 years, all of which have been with
Detroit Edge Tool. Detroit Edge Tool manufactures a wide
variety of machine knives, ways and other products for the
wood, metals, paper, plastic, and machine tool industries.
Although our production and distribution facilities are
equipped to manufacture chipper knives, we ceased production
and sale of such goods in 1976. Like some other members of
the Machine Knife Association, Detroit Edge Tool left the
chipper knife market when it became extremely difficult to
compete against imports of foreign chipper knives. A major
cause of this difficulty was the extremely high cost and
unreliable supply of domestic chipper knife steel. If
international trade conditions improve, Detroit Edge Tool
could reenter the chipper kniie market, thereby increasing

*7 Appendix A
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our production and employment. I beleve -~ both as president
of the Machine Knife Association and as the president of a
knife manufacturer which would like to reenter the chipper
knife market -- that enactment of H.R. 2535 is a necessary
step toward increased domestic chipper knife production and
employment.

II. THE CRHIPPER KNIFE INDUSTRY

Chipper knives are wood-related industrial knives
which are used in heavy machinery to chip wood into pulp,
chips, and other wood fiber products. The chipper knife
market has tremendous potential for expansion since wood
chips and wood fiber are being put to an increasing variety
of uses in order to utilize mors Tully our trees and forests -«
one of our only naturally renewavle resources.

wWood chips are used to manufacture paper, corrugated
boxes and particle board, to treat sewage, in landscaping,
and for an increasing variety of other purposes. Wood chips
are also used as an energy resource -- an alternative fuel
with potentially great benefits. The market for knives to
produce wood chips promises to increase rapidly in response
to our nation's concerns over conservation and energy.

The current domestic share of the cﬁipper kni fe
industry is at its lowest point in history. At one time,
American chipper knife manufacturers supplied over 95 percent
of domestic chipper knife demand. However, that market
share has decreased steadily during the past 10 years in the
face of low-priced foreign imports and the poor availability
of chipper knife steel. Many companies which previously
manufactured substantial quantities of chipper knives have
eliminated or sharply curtailed their production of such
knives during the past 10 years. However, in almost every
case, those companies are likely pogential entrants into the
chipper knife market if the terms of international trade
improve. An important step toward this improvement would be
suspension of the duty on chipper knife steel.
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I1I. THE INADEQUATE AND UNRELIABLE SUPPLY
OF DOMESTIC CHIPPER KNIFE STEEL

The production of chipper knives requires a special
analysis alloy tool steel which is not now manufactured in
the United States in sufficient quantities to even approach
the demand requirements of chipper knife manufacturers.
In this regard, chipper knife steel is quite unlike other
specialty steels which are supplied by domestic sources in
sufficient quantities and with respect to which we seek no
relief. As I shall explain more fully below, both our industry
and the Government =-- in specifically exempting chipper knife
steel from the specialty steel quotas ~- have considered
chipper knife steel to be an anomolous commodity.

Chipper knife steel is a particular analysis of
alloy tool steel which is designed for one purpose only:
the production of chipper knives. Moreover, chipper knife
steel is produced and sold only in shapes and sizes which
make it amenable to the production of knives. The chemical
analysis of chipper knife steel, as it is described in the
Tariff Schedules of the United States and in H.R. 2535, is:

alloy tool steel which contains, in addition

to iron, each of the following elements by

weight in the amount specified:

(1) carbon: not less than 0.48 nor
more than 0.55 percent;

(ii) manganese: not less than 0.20 nor
’ — more than 0.50 percent;
(iii) silicon: not less than 0.75 nor
more than 1.05 percent;

{iv) chromium: not less than 7.25 nor
more than 8.75 percent;

(v) molybdenum: not less than 1.25 nor
more than 1.75 percent;

(vi) tungsten: none, or not more than

1.75 percent; and
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(vii) vanadium: not less than 0.20 nor
more than 0.55 percent.*/

At an ITC hearing in 1977 regarding specialty
steal quotas, Richard P. Simmons -- president of Alleghany
Ludlum Steel Corporation and a spokesman for the specialty
steel industry -- described chipper knife steel as "a
combination of both an unusual analysis and an unusual
product form." **/ Mr. Simmons noted that:

“Such unusual analysis, first, is generally

melted only at infrequent intervals and,

second, only rolled at infrequent intervals

because of the necessity of setting a rolling

mill not to roll a round but to roll 1n an

unusual cross-section . . ." A/
Speaking as a qualified metallurgist, Mr. Simmons stated
that -- for these reasons -- chipper knife steel is '"a
product that is not only undesirable for American manufac-
turers to produce but undesirable for foreign manufacturers
to produce." Ax/

For whatever reason -- and despite the protection
of relatively high duties -~ domestic specialty steel companies
have ia fact demonstrated little enthusiasm for producing
chipper knife steel. There has been no consistent and
substantial long-term domestic supplier of chipper knife
steel during the past dozen years. Mr. John E. Halloran,
president of Michigan Knife Company, will describe these
domestic supply problems in more detail in his testimony.

The problems created for domestic chipper knife
manufacturers by the inadequate and inconsistent supply of
domestic chipper knife steel have received considerable
attention from the U.S. International Trade Commission and

;7 Statistical Headnote 1(f) to Schedule 6, Part 2 of the
ariff Schedules of the United States. This chemical descrip-
tion of chipper knife steel was developed by commodity
specialists at the U.S. International Trade Commission after
imports of chipper knife steel were exempted from the quotas
on specialty steel in 1978.

*%/ Statement of Richard P. Simmons before the U.S. Inter-
national Trade Commission on September 9, 1977.
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the Executive Branch during the past few years. As part of
its reexamination of specialty steel quotas in 1977, the ITC
received testimony and other information which demonstrated
the heavy reliance of domestic chipper knife manufacturers
on imports of chipper knife steel because of inadequate
supplies of such steel from domestic sources. After consider-
ing this evidence, the Chairman of the Commission recommended
that the President terminate the import quotas on chipper
knife steel and stated that such termination would not
adversely affect the domestic specialty steel industry. */
Similarly, Commissioner Ablondi advised the President of the
hardships suffered by domestic consumers of certain special
analysis alloy tool steels -- such as chipper knife steel --
because "[d]omestic producers of stainless steel and alloy
tool steel have in some instances been unable, or find it
unattractive, to supply end-product manufacturers with
necessary specialty steel." **/ Even the specialty steel
industry recognized the special problems of chipper knife
steel consumers, and joined chipper knife manufacturers in
urging President Carter to exclude chipper knife steel from
the specialty steel quotas. **#

After considering the advice offered by the 1TC,
and the reccmmendations of agencies throughout the Executive
Branch, the President determined “that the exclusion of i
certain steels . . . known as chipper knife steel . . . from

. quantitative restrictions is in the national ’
interest." *aix/

Our Association believes that the same reasons which
the President found persuasive when he decided to exempt

L4 Report of the U.S. International Trade Commission
to the President on Stainless Steel and Alloy Tool Steel
(Investigation No. TA-203-3) (October 1977), at p. 7.

*

* Id. at 9.
774/ Letter to the President dated November 25, 1977,
Tom the Tool and Stainless Steel Industry Committee and

Michigan Knife Company.
RARA Presidential Proclamation 4559, 43 Fed. Reg. 14433
April 6, 1978). :
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chipper knife steel from the specialty steel import quotas
should also be persuasive to the Congress in deciding to
suspend the relatively high duty on chipper knife steel.

IVv. U.S. IMPORT DUTIES UNFAIRLY AND
UNREASONABLY DISCRIMINATE AGAINST
U.S. CHBIPPER KNIFE MANUFACTURERS
AND THEIR EMPLOYEES

The crux of the problem facing domestic chipper
knife manufacturers is that the duty on chipper knife steel --
which must be imported in large quantities from abroad -~ is
almost 13 percent whereas the duty on finished chipper
knives against which American manufacturers must compete is
only S percent.:/

Chipper knife steel constitutes the predominant
cost of manufacturing chipper knives. For some knives, the
steel represents 70 percent of the cost of the finished
product. Therefore, even a minor difference in duties on
the steel versus the knives would offer a major competitive
advantage to foreign imports. But when the duty on the
steel is approximately two-and-one-half times the duty on
the knives, the competitive advantage to the foreigm
producers puts them almost beyond reach.

This great discrepancy in the duties -- in favor
of foreign knife manufacturers -- has no rational basis.
Strictly as a theoretical matter, the imposition of higher
duties on raw materials than on finished goods is contrary to
American economic interests. Such a duty structure necessarily
penalizes domestic manufacturers and workers by favoring the
imports against which they must compete. Moreover, this same

;7 The tariff reductions resulting from the Multilateral
rade Negotiations (MIN) will only further increase the
disparity between the duties on chipper xnives and chipper
knife steel in the next few years. Although the duty on the
steel will eventually be reduced to 6 percent, that reduction
will not begin to be phased in until January 1982, whereas
the reduction of the duties on the knives to 3.7 percent

will begin next year. The duty suspension which we seek
would terminate in 1982, when the MIN tariff reductions on
chipper knife steel would begin to take place.
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disparity effectively vitiates the objective of the high duty
on the raw material by encouraging its importation in the form
of finished products. In this manner, the imposition of higher
duties on raw materials than on finished goods results in no
benefit to the domestic raw material industry while unneces-
sarily damaging the domestic finished product industry.

In fact, the relative duties on chipper knives and chipper
knife steel have had precisely this effect. They have not
discouraged the importation of chipper knife steel. On the
contrary, this steel is imported into the United States at
the lower duty by first manufacturing it into finished knives.
The result is injury to the domestic knife industry (which
must pay high duties on the sgeel it imports) and no correspond-
ing benefit to the domestic specialty steel industry.

V. SUSPENDING THE DUTY ON CHIPPER KNIFE
STEEL WILL GREATLY BENEFIT THE AMERICAN
CHIPPER KNIFE INDUSTRY AND WILL NOT
ADVERSELY AFFECT THE DOMESTIC SPECIALTY
STEEL INDUSTRY

Domestic specialty steel companies have not taken
advantage of the protection of the high duty to increase
their production of this particular alloy tool steel.
Similarly, there is no reason to believe that suspension of
the duty will have any impact on domestic specialty steel
production. This same high duty, however, is a major dis-
advantage to the chipper knife manufacturers who must depend
on foreign imports of steel to survive. Suspension of the
duties on the steel will certainly increase the ability of
American companies to compete against foreign knife imports,
to expand production, to hire more employees, and to pay
more taxes. The balance of equity and reason clearly is on
the side of suspending the duty.

To put this problem in perspective, consider the
following facts. The U.S. Commerce Department has reported
that chipper knife steel imports since the removal of the
quotas last year have averaged less than 300 tons per month.
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During this same time period, domestic specialty steel
companies made shipments of over 100,000 tons per month and
foreign imports of all specialty steels averaged less than
13,000 tons per month. */ In other words, chipper knife
steel imports are less than 3/10 of one percent of domestic
specialty steel production and approximately 2 percent of
all specialty steel imported into the United States. Obviously,
from the perspective of the specialty steel companies,
chipper knife steel imports are an insignificant drop in the
bucket. However, chipper knife steel represents 100 percent
of the raw material for producing chipper knives. To chipper
knife manufacturers, such steel is the lifeblood of their
existence.

The suspension of the duty on chipper knife steel
will not prevent domestic specialty steel producers from
participating in this market. Domestic specialty steel
companies have one significant advantage over their foreign
competitors that has nothing>to do with the high duty on
specialty steel. This advantage is the relative proximity
of the steel companies to the knife manufacturers. Given a
choice between a domestic supply and a foreign supply of
steel -~ at prices which are reasonably competitive -~ a
knife manufacturer will favor the domestic steel company
because shipment times can be less and, as a result, the
inventories of steel which the knife manufacturer must
maintain (at high cost) can be reduced. Domestic knife
manufacturers would prefer not to depend on steel shipments
from Europe since those shipments take much longer than
shipments from domestic steel companies and since they can
be delayed by port congestion, dockworker strikes, and
customs clearance.

;7 U.S. Department of Commerce News: Fourteenth Quarterly
eport to Aid Review of U.S. Specialty Steel Industry (ITA)
(79~112) (December 14, 1979) at p. 3. A copy of the Commerce
Department data is attached as Appendix B.
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Unfortunately, domestic specialty steel companies
have not made good use of these natural advantages over
their foreign competition to provide chipper knife steel in
large quantities on a consistent basis. Moreover, the
prices sought by most domestic specialty steel companies
have ranged up to 100 percent higher than the prices offered
by foreign steel companies. Indeed, the prices which domestic
specialty steel companies seek to charge would effectively
drive domestic chipper knife manufacturers out of business.
The existing duty on chipper knife steel imports of
approximately 13 percent does not offset these other factors
which have forced chipper knife manufacturers to purchase
the great bulk of their steel from foreign sources. Thus,
maintenance of the high duties on chipper knife steel will
not result in more domestic chipper knife steel pioduction,
nor will the elimination of the duties necessarily reduce
it. .

We believe there can be no doubt that suspension
of the duty on chipper knife steel will not adversely affect
the domestic specialty steel industry. However, it would
permit expansion of the highly labor-intensive domestic
chipper knife industry, which has great potential if our
Government will just remove import barriers that discriminate
in favor of foreign knife manufacturers.

VI. SUMMARY AND CONCLUSION

On March 13, 1979, our Association petitioned
Congress to take prompt, affirmative action to suspend the
import duty on chipper knife steel. At a hearing held
before the House Subcommittee on Trade last summer, we
presented evidence to show that our members -~ and domestic
chipper knife manufacturers in general -- are seriously
disadvantaged by high duties on chipper knife steel which do
not offer any corresponding benefit to the domestic specialty
steel industry.

The U.S. House of Representatives responded to our
legitimate needs by passing H.R. 2535 on December 3, 1979.
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This legislation also has the support of the Carter
Administration, including the Office of the U.S. Trade
Representative. By their actions, the House and the
Executive Branch have agreed that the imposition of a duty
on chipper knife steel which is approximately two-and-one-half
times as large as the duty on finished chipéer knives has
only negative consequence for America: a loss of American
market shares, a loss of American production capacity, a
loss of American jobs, and a loss of American opportunities.

By suspending the duty on chipper knife steel, the
congress can directly benefit chipper knife manufacturers,
their employees, their suppliers and their customers in the
wood and paper industries. In addition, a duty suspension
will indirectly benefit the overall economy by reducing
prices and increasing domestic employment.

For all these reasons, we respectfully urge you to
report H.R. 2535 favorably to the full Senate as soon as
possible.

I would now be glad to answer any questions you
may have.
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APPENDIX A

CRIPPER KNIFE MANUFACTURERS
AND MEMBERS OF THE MACHINE KNIFE ASSOCIATION
WEO SUPPORT H.R. 2538 :

Bolton~-Emerson, Inc.
Lawrence, lMassachusetts
Philadelphia, Pennsylvania
Seattle, Washington

Detroit Edge Tool Company
Oetroit, Michigan

Disston, Inc.
Greensboro, North Carolina
Seattle, Washington

gannaco Knives & Saws, Inc.
Monroe, Louisiana
Greenville, Mississippi
Eugene, Oregon
Florence, South Carolina

Lancaster Rnivcs. Inc.
Lancaster, New York
Portland, Oregon

Michigan Knife Company
Big Rapids, Michigan
Springfield, Oregon

Tha Ohio Knife Company
Cincinnati, Ohio
Portland, Oregon

R. Hoe & Co., Inc.
8irmingham, Alabama
Scarsdale, New York
Portland, Oregon

Simmonds Cutting Tools
Chicago, Illinois
Shrevesport, Louisiana
Fitchburg, Massachusetts

The Wapakoneta Machine Company
Wapakoneta, Ohio

MACHINE KNIFE ASSN.
Thomas O. COolan
Executive Secretary
1717 Howard Straet

Evanston,

Ill. 60202
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o FE3 11 M YIS

MACHINE KNIFE ASSOCIATION 3451 w CHURCH STAEET o EVANSTON (SKOKIEL, LUNOLS S000) o (372) 679-3600

February 8, 1980

The Honorable Abraham A. Ribicoff
Chairman

Subcommittee on International Trade
Committee on Finance

2227 Dirksen Senate Office Bldg.
Washington, D.C. 20510

RE: H.R. 2535 -- Suspension of the Duty
on Chipper Knife Steel

Dear Senator Ribicoff:

Last Tuesday, February 5, 1980, I testified before the
International Trade Subcommittee in favor of H.R. 2535. A
one-page summary of my oral testimony is enclosed. In
addition, 1 submitted a 15-page written statement to the
Pinance Committee in favor of H.R., 2535.

Since I did not have an opportunity at Tuesday's hear-
ing to rebut the testimony in opposition to H.R. 2535, I
have prepared and enclosed a memorandum for this purpose. I
would be glad to discuss in greater detail the information
contained in this memorandum.

If you have any questions, please contact me at (313)
366-4120, or the Association's Washington attorney, Glenn
Reichardt, at 457-0904. Thank you for your consideration of
this matter which is of vital importance to American manu-
facturers of chipper knives.

Sincerely yours,

L. 666&,7

R. R. Ebbing
President

RRE/ram

Enclosures

$9~-253 0 - 80 - 11
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MACHINE KNIFE ASSOCIATION rrry . oM, LLINGS $0808 +» ) 000-0000
SUMMARY OF TESTIMONY
BEFORE. THE
SENATE SUBCOMMITTEE ON INTERNATIONAL TRADE
FEBRUARY 5, 1980

The Machine Xnife Association represents a dozen companies
from around the country which are engaged in the manufacture and
sale of machine knives. The Association vigorously supports
H.R. 2535, a bill to suspend for two years the duty on certain
alloy tool steels used to make chipper knives.

1.

3.

S.

6.

Chipper knives are used in heavy machinery to chip
trees and other wood into pulp and wood chips for
the production of paper and corrugated boxes, land-
scaping, sewage treatment, and fuel.

Domestic chipper knife manufacturers rely heavily on
foreign imports of chipper knife stdel because the
U.8. supply of such steel has been grossly insuf-
ficient and unreliable.

The rate of duty on chipper knife steel--including
the duties on special metals contained in this
alloy-=-is almost 1) percent, whereas the duty on
finished chipper knives is only 5 percent.

8ince chipper knife steel accounts for a major
portion (50 to 70 percent) of the cost of produc-

ing chipper knives, the substantial disparity between
the duty on the steel and the duty on the knives
places domestic knife manufacturers at a serious
disadvantage in competing against foreign knife
imports.

Chipper knife steel is an insignificant portion of
both domestic specialty steel production (2/10 of
1 percent) and foreign imports of specialty steel
(less than 2 perceat).

Enactment of H.R. 2535 will directly benefit chipper
knife manufacturers, their employees, and their customers
in the forestry, paper, and wood industries.

We appreciate your support. Please contact me if you have any

questions.

R. R. Ebbing
President
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MEA

MACHINE KNIFE ASSOCIATION 1712 HOWARD STREET : SVANSTON, LLINOS 00808 « (A0 889-8863

MEMORANDUM IN RESPONSE TO
THE TESTIMONY IN OPPOSITION TO H.R. 2535

On February S5, 1980, the International Trade Subcommittee
of the Commitee on Pinance held a hearing on H.R, 2535, a bill
to suspend for two years the duty on chipper knife steel. At
that hearing representatives of the Machine Knife Association
and of Michigan Knife Company, a member of the Association,
testified in favor of H.R. 2535. 1In addition, representatives
of Guterl Special Steel and Bethlehem S8teel Company testified

. in opposition to H.R. 2535. Since we 4id not have the opportunity

at the hearing to rebut the arguments in opposition to B.R. 2535,
we Offer the following responses in this memorandum.

1. Domestic Production of Chipper Xnife Stesl
1s_Inadequate.

As we testified at the hearing, the .U.S8. supply of chipper
knife steel has -been grossly insufficient and unreliable for
American knife manufacturers. As a result, domestic chipper
knife manufacturers rely heavily on foreign imports of steel.

The U.8. International Trade Commission has reported to
the Congress that domestic steel companies have not supplied
more than about 25 percent of the demand for chipper knife
steel. Indeed, the Guterl representative asdmitted that his
company, which he identified as the sole oxinttag domestic
producer of chipper knife steel, only supplied 20 percent of
domestic chipper knife steel demand in 1979.

But even 20 percent overstates the proportion of chipper
knife steel which can be supplied by domestic sources in the
future. Guterl's sales of chipper knife steel are likely to
be substantially lower in 1980 because have recently put
into effect a price increass which makes ir product con-
siderably more expensive than foreign steel -- even with the
existing 13 percent duty. Therefore, the projected domestic
swpl; of chipper knife steel in 1980 is substantially less
than 20 perocent.

2. Domestic Supply of Chipper Knife Stesl
Has In sistent.

As we testified at the hearing, several domestic specialty
steel producers have flirted with the production of chipper
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knife steel, only to leave the market when the opportunity
arose to produce a more profitable grade. Mr. Halloran's
written statement described in detail the occasions on which
domestic specialty steel producers terminated their production
or sharply raised their prices on short notice.

The Bethlehem representative admitted that his company
has gone in and out of the chipper knife steel market during
the past. He admitted that Bethlehem left the market before
because it could not compete against foreign chipper knife
steel. Guterl's production of chipper knife steel has been
similarly sporadic. Although, the Guterl representative
testified that Guterl's production of chipper knife steel
has increased five-£old since 1977, he failed to disclose
that Guterl was effectively not in the chipper steel market
in 1977, so that the large percentage increase is computed
on a very small base year. The fact is that Guterl has also
been in and out of the chipper knife steel market over the
past twenty years. Guterl made substantial chipper steel
sales in the mid~1960's but left the market by the early 1970's.
Guterl's increase in sales since 1977 only replaced the portion
of the chipper knife steel market which a previous domestic
supplier gave up when it too left the chipper knife stesl
market on short notice.

In other words, no domestic specialty steel producer has
been a consistent and stable source of supply of chipper knife
steel over the past twenty years. American chipper knife
manufacturers, for whom chipper knife steel is our principal
rawv material, cannot survive if we must depend on such in-
consistent production by domestic specialty steel producers.

3. Domestic Chipper Knife Steel is Priced
Substantially Above rhg World Market Price.

I3

As we testified, the prices which domestic specialty steel
producers seek to charge for chipper knife steel would force
American knife manufacturers to sell their chipper knives at
a loss. Given the fierce foreign competition American knife
manufacturers face from knife imports, we cannot afford to
pay much higher prices for our raw materials than the prices
paid by our competitors abroad.

Because of the present duty, American knife manufacturers
are now forced to pay at least 13 percent more for our steel

than our foreign knife competitors pay. "Domestic spscialty
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steel producers seek to charge a price which is even higher.
The prices quoted to Michigan Knife Company, one of the
Association's largest chipper knife producers, by domestic
specialty steel producers are from 10 percent to 20 percent
higher than the price of foreign.steel -- including the

13 percent duty. In effect, domestic steel producers would
force American knife producers to pay approximately 25 percent
more for our raw materials than our foreign competitors must
pay for theirs.

4. The Experimental Analysis Recently Developed
by Bethlehem is Not a Proven and Reliable

Alternate Source of Supply.

As we testified, Bethlehem Steel recently announced its
intention to market a substitute for chipper knife steel.
The experimental Bethlehem analysis, vhich was first offered
last spring, has had limited field tests and the results have
been mixed.

The major difference between the new Bethlshem analysis
and traditional chipper knife steel is that the Bethl
product contains substantially less chrome. It is, no doubt,
only because of the reduction in the proportion of this expen-
sive ingredient that Bethlehem.can afford to offer chipper
knife steel at a price even close to the world market price.
But even with less chrome, the Bethleshem analysis is priced
above foreign chipper knife steel.

We £ind it hard to understand how an alloy which contains
less of an important constituent element can perform as well
as traditional chipper knife steel. 1In effect Bathlehem is
asking American knife manufacturers to "pay more for less.”

We certainly support research and development efforts
which will lead to a superior chipper knife steel. However,
we are not convinced that Bethlehem's recently developed
analysis is a supsrior raw materisl. Given our foreign com-
petition, American knife manufacturers cannot risk their entire
futures upon the optomistic promises of a single steel producer.
If the Bathlehem analysis proves its value, we will buy it.
We should not be forced to buy it for lack of any alternative.

5. Conclusion.

Given the extremely small percentage of specialty steel
production devoted to chipper knife steel, it is beyond reason
for steel manufacturers to suggest that the enactment of
H.R. 2535 will have a significant effect on the steel industry,
especially since the duty on chipper knife steel would be
suspended for only two ysars. On the other hand, the
suspension of the duty on chipper knife steel is crucial to
American chipper knife manufacturers.
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Before The
Subcommittse On International Trade
Committes on Finance
United States Senate

STATEMENT OF
MR. JOHN E. HALLORAN

President
Michigan Xnjife Company
120 Pexre Marquetts Street
Big Rapids, Michigan 49307
(616) 796-4058

IN SUPPORT OF H.R. 2535
TO SUSPEND THE DUTY ON
CHIPPER KNIFE STEEL

February S5, 1980
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STATEMENT JO! = (“JAY") HALLORAN
MICHIGAN KNIFE COMPANY
Summary of Principal Points

(1) For the past six years Michigan Knife Company
has been forced to rely on foreign imports of chippdr knife
steel for at least 75 percent of our rav material requirements
because domestic sources did not supply large quantities of
steel on a consistent long-term basis.

{(2) Currently Michigan Knife Company relies on
foreign suppliers for 100 percent of our raw material needs
because our most recent U.S. supplier will not furnish steel
at a price which is competitive with foreign sources -- even
though the foreign steel prices include the existing duty on
chipper knife steel.

(3) Michigan Knife Company has had disappointing
supply relationships with several domestic specialty steel
companies during the past six years. In each ipstance the
domestic source discontinued production of chipﬂqr kni fe
steel with little or no notice to Michigan Knife.

(4) Even with the protection of a 13 percent
duty, domestic specialty steel companies apparently regard
chipper knife steel as a marginally profitable product which
they will produce only when their orders for other grades of
steel are low. When the demand for other grades increases,
the domestic specialty steel manufacturers discontinue their
production of chipper knife steel.

(5) Rocently yet another domestic specialty steel
company, Bethlehem Steel, announced its intention to manufacturs
and supply chipper knife steel. However, the steel Bethlehem
offers is not the traditional chipper knife alloy described
in H.R. 2535, but a “skinnier" analysis which has had, at
best, mixed results in its limited field tests, yet is
priced above foreign supplies of traditional chipper knife
steel. ’
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(6) Given the previous history of domestic pro-
duction of chipper knife steel, Bethlehem's recent promises
are not a reliable basis upon which American knife manufacturers
like Michigan Knife can plan production in the next two
years. )

(7) The prices at which domestic specialty steel
companies seek to sell us chipper knife steel are so high
they would force Michigan Knife to sell our knives at a
loss. )

{(8) Competition in the chipper knife induscry is
fierce. In such a price-sensitive market, the great disparity
between the duty on chipper knife steel (almost 13 percent)
and the duty on imported chipper knives (only S percent)
gives foreign knife manufacturers a major competitive advantage -~
particularly since steel represents approximately 70 percent
for our cost of manufacturing most knives.

(9) The duty advantage which presently favors our
foreign knife competitors is surprisingly large. The duty
we pay to manufacture a knife with imported steel is from 64
percent to 94 percent greater than the duty that would be
asgessed on the same knife if it were imported in its
finished state. -

{(10) The suspension of the duty on chipper knife
steel would open major opportunities for the chipper knife
industry to increase production, employment, and domestic
market share. The failure to enact B.R. 2535 would result
in increased imports of foreign knives; lower Anerican
domestic specialty knife production, and no benefit to
steel producers. .

THEREFORE, I strongly urge the Members of this
Committee to report H.R. 2535 favorably to the full Senate
as soon as possible.
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STATEMENT OF JOHN E. HALLORAR

I. INTRODUCTION

My name is John E. Halloran. I am the president
of Michigan Knife Company of Big Rapids, Michigan, and -
Springfield, Oregon. Michigan Knife, which was organized in
1974, employs about 100 American workers, to whom it pays
wages and salaries which exceed § 1,200,000 annually. Our
annual sales are approximately $6,000,000. More than 80
percent of these sales are of chipper knives and related
knife products. Although Michigan Knife is proud of its
record of development, we believe that the enactment of H.R.
2535 will enable our company, and other U.S. producers of
chipper knives, to increase dramatically our sales and the
number of U.S. jobs which we provide.

I have been the president of Michigan Knife since
its creation. My previous experience includes an additional
10 years in the wood knife industry with United Shoe Machinery
Corporation of Medway, Massachusetts.

Chipper knives are wood-related industrial knives
which are used in heavy machinery to chip wood into pulp and
wood chips. The chipper knife market has great potential
for expansion since wood chips and wood fiber are being used
for an increasing variety of purposes in order to utilize
more fully our trees and forests -- one of our nation's only
naturally renewable resources. For example, wood chips are
used to manufacture paper and corrugated boxes, to treat
sewage, and for landscaping. Wood chips are also now being
used as an energy resource -~ an alternative fuel with
potentially great benefits. The market for knives to produce
wood chips promises to increase rapidly in response to our
nation's concerns for conservation and energy.

Michigan Knife supplies almost 1,000 customers
across the nation in the forestry, paper, and mill supply
industries. These customers include such major corporations
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as Champion Building Products, International Paper, Boise
Cascade Corporation, Georgia-Pacific, and Weyerhauser, Inc.
Customers for chipping machines range from major paper
processing companies, such as Boise Cascade and Union-Camp,
to small towns and villages, which purchase small chipping
units for tree-limb removal.

I1. FIERCE COMPETITION IN THE
CHIPPER XNIFE INDUSTRY

Our company faces fierce competition ~- primarily
from foreign chipper knife manufacturers who benefit from
the low duty on finished knives. This sad situation can be
illustrated by the following example.

Assume, for the sake of illustration, that the la-
bor and material costs of domestic and foreign knife manu-
facturers are approximately the same. This assumption is
reasonable since most imported knives are made of steel
obtained from the same sources which supply American knife
manufacturers and since imported knives come principally
from European countries whose labor costs are similar to
those in the United States.

For example, the knife I have in front of you,
which is one of our most popular knives, has an estimated
import cost of $11.6S5, resulting in 58 cents duty at a §
percent rate. The current cost to import the steel necessary
to make that knife is $7.27, plus a duty of 95 cents at a 13
percent rate. The 37 cent difference between the 58 cent
duty assessed on the imported knife and the 95 cent duty
assessed on the imported steel represents a net duty advantage
to our foreigmn competitors of 63.8 percent. I would like to
emphasize that the net duty advantage to foreign competitors
is even higher for other knife sizes. In fact, we estimate
that the duty advantage to our foreign competitors, with
respect to another one of our leading knives, is 94 percent.

These duty advantages have helped foreign knife
imports to increase their share of the U.S.chipper knife
market from a small fraction 20 years ago to the lion's
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share today. We estimate that foreign knives presently
account for over 60 percent of the U.S. chipper knife market.
At one time, U. S. producers supplied over 95 percent of

this market. This drastic and demoralizing turn-of-events

has resulted in the loss of American jobs, production capacity,
tax revenues, and investment.

II1. THE UNRELIABLE AND INSUFEICIENT
DOMESTIC SUPPLY OF CHIPPER KNI STEEL

The manufacture of chipper knives requires only
one raw material: chipper knife steel. Such steel has a
specific chemical analysis and shape which is designed for
use solely to manufacture chipper knives.

In his testimony to the Subcommittee on behalf of
the Machine Knife Association, Mr. R. R. Ebbing noted that
previous Government studies have found that chipper knife
steel is not available from domestic sources in sufficient
quantities to meet domestic demand. Mr. Ebbing also cited
statements made by Richard Simmons, the president of
Allegheny-Ludlum Steel and a representative of the specialty
steel industry, which explain why chipper knife steel is not
an attractive product for the specialty steel industry.

I can testify--from first-hand experience--that
domestic specialty steel producers are not and have not been
a consistent and sufficient source of supply for Michigan
Knife. Despite my company's repeated efforts, we have not
been able to establish a satisfactory long-term supply
relationship with any American specialty steel producer.

The facts are that:

-~ at no time have domestic specialty steel
companies supplied more than 20 to 25 percent
of our raw materials;

== no more than one domestic specialty steel
company has supplied us at any one time;

-- neither of the two domestic specialty steel
companies which have supplied my company made
deliveries for more than 18 months before
terminating us with little or no notice;
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== despite their initial promises, domestic
suppliers regularly developed huge backlogs
of orders and extended delivery times to over
14 weeks, causing us substantial unexpected
manufacturing difficulties and customer
inconvenience because of the disruption in
our flow of raw materials;
== the domestic prices offered for chipper knife
steel are often 50 percent or more above the
world market price, making it impossible for
us to buy domestic steel and remain competitive
with foreign manufactured knives imported
into the United States;

== when we have submitted orders to domestic
suppliers for increased quantities of chipper
knife steel, those orders have often gone
unfilled, or their delivery was substantially
delayed, because the domestic mills were
operating at full capacity producing more
profitable grades of steel.

I would be happy to supply the Subcommittee with
documented evidence of each of these facts. But for present
purposes, I will only summarize the specific supply probleams
our company has had.

wWhen Michigan Knife was formed in 1974, we approached
eleven domestic specialty steel companies with requests that
they supply us with raw materials. Only two domestic companies
have ever supplied us with chipper knife steel. The others
have indicated either that they are not interested in producing
chipper knife steel, or that they would produce such steel
only at prices which are far in excess of the world market
price.

In 1977 we faced serious raw material shortages
because of the then-existing import quotas on specialty
steel. At the time Universal-Cyclopa Specialty Steel Company
was supplying us with limited quantities of chipper knife
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steel. Shipments from Cyclops supplied approximately 15
percent of our steel requirements. Despite our pressing
need for even more steel, Cyclops informed us in late 1977
that it was not in a position to continue to supply any
chipper knife steel because their production facilities were
operating at near capacity levels making other grades of
steel. I was told that chipper knife steel was a marginally
profitable product which domestic specialty steel producers
would prefer not to manufacture if orders for other grades
of steel could keep their mills full.

As a result our domestic chipper knife steel
supply was cut off abruptly. A Cyclops salesman has not
approached us to solicit an order since 1977. The lesson of
1977 is clear. Despite our need and willingness to deal
with domestic suppliers, neither Cyclops nor any other U.S.
specialty steel manufacturer will supply us with more than a
small portion of our chipper knife steel requirements on a
long-term basis. Fortunately, the U.S. International Trade
Commission and President Carter responded to our problem by
exempting chipper knife steel from the specialty steel
quotas in April 1978. This exemption has at least enabled
us to obtain necessary supplies of raw materials, although
subject to a 13 percent duty which we believe is unnecessary
and unfair.

The bitter lesson of 1977 was repeated in 1979
when another domestic source of supply unexpectedly left the
chipper knife steel market. In early 1978, after Cyclops
discontinued chipper knife steel production, Simonds Steel
Co. of Lockport, New York (a division of Guterl Special
Steel Corp.) began to express more interest in producing our
alloy. We were happy to find a domestic source to replace
Cyclops and placed an increising proportion of our orders
with Simonds during 1978--from approximately 5 percent of
our requirements to almost 25 percent by early 1979. Simonds
encouraged our interest and dependence on them by promising
to maintain prices which were within a competitive range of
vorld chipper knife steel prices.
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Last June Simonds informed us that their price for
chipper knife steel would increase by over 50 percent--
effective immediately. We cannot afford to pay such prices
and continue to compete against foreign knives. Apparently
Simonds Steel went through a major change in management
during early 1979 which changed the company's attitude
toward chipper knife steel. But, whatever the reason, it is
the recurrence of exactly this kind of treatment by the
domestic specialty steel industry which has forced us to
rely on foreign sources of steel.

Recently yet another domestic specialty steel
company, Bethlehem Steel Corporation, announced its intention
to manufacture and supply chipper knife steel. However, the
steel Bethlehem offers is not the traditional chipper knife
alloy described in H.R. 2535, but a “skinnier* analysis
which contains significantly less chromium than the traditional
grade of chipper knife steel. Because of these differences
in chemical composition, the product Bethelehem offers is
not "chipper knife steel™ as described in H.R. 253S.

The chemical analysis of chipper knife steel is
crucial to its suitability for making chipper knives. The
combination of elements in traditional chipper knife steel
is the one which has been found -- after years of experience
== to give a chipper knife the necessary qualities of toughness
and durability which are required in the wood chipping
process.. The new analysis which Bethlehem has begun to
steel is virtually untested in field applications. Indeed,
I have received complaints from knife customers about knives
which have been made with the new Bathlehea alloy.

In our highly competitive market, we cannot afford
to rely on an untested rav material which, at least in
theory, should not perform as well for our customers.
Nevertheless, since ve always like to encourage efforts
vhich might lead to the development of a superior chipper
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knife steel, and since we seek a true domestic source of
supply, Michigan Knife Company has been prepared to cooperate
with Bethlehem by purchasing test samples of their new
material. Indeed, twice last year 1 offered to purchase
2,000 pound samples from Bethlehea at a price which would be
competitive with the world price for chipper knife :teél.:/
However, Bethlehem refused to cooperate on these tefnn, and
insisted that Michigan Knife purchase much larger production
lot quantities of their new analysis at a price approximately
20 percent above the price charged by foreign sources for
traditional chipper knife steel. As I told Bethlehenm,
Michigan Knife Company -- which is a much smaller firm than
Bethlehem -- cannot commit itself to such large orders at
such high prices until we have had the opportunity to test
the new anaylsis. My pleas to Bethlehem for a more flexible
attitude were to no avail. Instead, Bethlehem has not made
the least atteapt in the past 6 months to sell its new
analysis to Michigan Knife.

Given Bethlehem's posture last year and our long
history of disappointment with other domestic specialty
steel producers, Michigan Knife cannot consider Bethlehem's
new chipper knife analysis to be a reliable source of supply
~- at least not in the foreseeible future. If Bethlehem
continues to insist upon prices for its experimental analysis
which are substantially in excess of the world market price
for traditional chipper knife steel, I seriously doubt that
Bethlehem will be a major supplier of chipper knife steel to
any American knife manufacturer. Certainly Michigan Knife
Company is not prepared to depend upon Bethlehem as its sole
source of supply.

The history of domestic production of chipper
knife steel and the independent analyses done by the ITC and

;7 Letters from John E. Halloran to Lawson Ainsworth on
ay 23, 1979, and July 13, 1979. I would be glad to make
copies of these letters available to the Committee.
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the Executive Branch in 1977 and 1978 led to the same
conclusion: the American specialty steel industry does not
have a strong continuing interest in manufacturing chipper
knife steel. Chipper knife steel appears to be the last
product domestic steel companies want to produce, and the
first product they wvant to drop. My company -- and the
chipper knife industry generally -- cannot survive if we
depend upon insufficient and inconsistent domestic sources
of supply. We must plan on importing the bulk of our raw
materials from abroad.

IVv. THE UNFAIR AND UNREASONABLY HIGH
DUTIES ON CHIPPER KNIFE STEEL DISCRIMINATE
AGAINST AMERICAN MANUFACTURERS AND AMERICAN WORKERS

The present high duties (almost 13 percent) on
chipper knife steel do not benefit the specialty steel
industry. However, they do discriminate against American
chipper knife manufacturers which must compete against
imported foreign knives which are subject to only a §
percent duty.

The domestic market for chipper knives is highly
competitive. Small price differences can be decisive in the
purchase decisions of chipper knife customers. As I previously
described in Section II, the high duties on chipper knife
steel--which are more than two-and-one-half times as great
as the duties on foreign chippper knives--give our foreign
competitors a decided advantage in the chipper knife market.
Yet they offer no corresponding benefit to the American
economy in the form of increased steel production, since
even in the presence of high tariff protection, American
specialty steel producers have not been a major factor in
the chipper knife steel market. There is no reason to
expect steel companies to increase their participation in
this market in the near future. On the contrary, history
suggests that domestic steel companies will be producing
less chipper knife steel in the future, even if the duty on
this steel remains at its current levels.
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On the other hand, suspending the duty on chipper
knife steel will give domestic chipper knife manufacturers a
substantial opportunity to regain much of the market share
which they once had. We believe that if Congress suspends
the duty on chipper knife steel--by enacting H.R. 2535--the
domestic share of the U.S. chipper knife market could increase
substantially over a short period of time. Such an increase
in production would mean more jobs for American workers,
since the production of knives is very labor-intensive.

The alternative result--by not enacting H.R.
2535~-~would be a continued decline of the domestic chipper
knife industry. More and more knives will be imported and
more and more jobs will be lost--not as the result of fair
competition, but as a direct result of U.S. tariff policy.

Thank you, Mr. Chairman, 1I-would now be glad to
ansver any questions you or the other Members of the Sub~
committee may have.

§9-253 0 - 80 - 12
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Senator Risicorr. Mr. Williams and Mr. Saxman?

STATEMENT OF DONALD F. WILLIAMS, MANAGER OF SALES,
BETHLEHEM STEEL CO.

Mr. WnLLiams. Mr. Chairman and members of the committee, my
name is Donald F. Williams and I am manager of the tool steel
sales department for the Bethlehem Steel Corp.

I have been engaged in the production of the metallurgy and the
sale of tool steels and other special analyses at Bethlehem for 38

years.

I have held my current position as manager for the past 11
years.

You have my prepared statement which I would like to summa-
rize, and, in so doing, testify in opposition to the proposed bill, H.R.
2635, suspending the dut&on chipper knife steel.

The Bethlehem Steel Corp. has produced special analysis knives
for use in many varieties of cutting, cho}) ing or chipping knives
for over 70 years. This includes yses aYl.lng within the chemis-
try specified in H.R. 2635.

1 would like to insert here that inadvertently Mr. Ebbing stated
that the consumption of chipper knives last year was 10 million
tons. He may have meant $10 million. Ten million tons would be 10
percent of gross steel production in the United States.

During the period 1970 to 1974, Bethlehem was forced out of
active solicitation of this market because of rapidly increasing costs
and price oriented competition from foreign producers of specialty
steels. Imported steel szw ‘pricee were approximately 26 percent
below the levels we requi or a nominal return.

To retain some portion of this market and provide work for our
mill at Bethlehem, Pa., which is ideally suited to its production,
Bethlehem instituted a research program to develop a competitive
analysis having lower production costs and improved physical prop-
erties.

This program has been successful to the point where the current
selling value for our :g}per knife stock is only b percent grester
than that of the impo product.

I submit that in the face of worldwide inflation, the declining
value of the dollar, cost increases and availability problems with
alloying elements, the only factor restraining the prices of import-
ed specialty steel generally, and the price of chipper knife steel in
pmiiluilar, is the existence of a domestically produced, competitive
material.

Whether this material is produced by Bethlehem or other domes-
tic producers and whether its analysis is the same as, or different
from, the traditional analysis, is unimportant. Under unsettled
world economic and political conditions, the essentiality of competi-
tive domestic sources of supply is the real key to economic and
reliable su;;f‘ly for the knife industry.

Putting these domestic sources at a hopeless disadvantage by
legislation awarding a price advantage to foreign steel producers is
not in the long term best interest of the knife industry, the special-
ty steel industry, or the country as a whole.



178

We do not feel that it is the intent of Congress to discourage
competition or inventiveness on the part of domestic industries by
such legislation. '

I hope that the members of this subcommittee will not deprive
the domestic speciaity steel industry of an opportunity to compete
with foreign steel by a;:froving H.R. 2535.

Your interest in, and consideration of, our viewpoint is greatly
appreciated. Thank you.

nator Riicorr. What response do you have to the contention
of the knife manufacturers that the American steel industry has
been indifferent toward manufacturing this icular type of
steeg-;;hat they figure it is unprofitable and they do not bother
with i

Mr. WiLLiaMs. Well, the fact that the imported ?riee has got to
be 25 percent below our best efforts, even going for—pardon the
expression—a black figure, a nominal profit—the 25 percent was
something we could not overcome. That is when we challenged our
R. & D. demrtment to do something, but they do not give us
something that is the same as. Give us something that is better

thh;n, hopefully with lower costs, and our R. & D. people have done
. t 3

The peoj)le that we have worked with intensely on our trials
have found nothing but equal-to results, or much better than, far
superior properties and performance. Like anything it takes awhile
to get something off the ground and we are in the process of doing
that. We are getting repeat orders and we have plenty of space in
our mail to take more.

Senator Risicorr. I think I understand the problem. Do you
gentlemen want to add anything?

STATEMENT OF MARK SAXMAN, EXECUTIVE VICE PRESIDENT,
GUTERL STEEL CORP., LOCKPORT, N.Y,

Mr. SAxMAN. Mr. Chairman, my name is Mark Saxman, execu-
tive vice president of Guterl Steel Cori., of Lockport, N.Y. I was to
testify in opposition to H.R. 2635 which would suspend the current .
du(t:{uon chipper knife steel.

ipper knife is an alloy, a specialty steel. More than 95 percent
of the domestic production of chipper knife steel is used to make
industrial or chipper knives. These knives are used primarily to
ch&wood in the production of pamr and other lumber products.

ipper knife steel is a product that any specialty steel company
has the ability.to produce, yet because of foreign competition, only
one U.S. steel com , Guterl Steel Corp., presently produces this
chiiper knife steel. Other companies, like Bethlehem Stael Corp,,
wish to resume production but will not do so if the duty on these
imported products is suspended.

e current market for domestic chipper knives is fairly good
Guter] has expanded its production fivefold since 1977 and i
present output supplies approximately 20 percent of the domestic
demand for chipper knives.

en wi e on of the years, Guterl's prices for

Ev ith the inflati f the last & Guterl’s prices fi
this steel have remained relatively constant and currently are
competitive with foreign producers.
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At present, the equivalent of 30 persons are directly involved in
the lproduction of chipper knife steel and another 156 workers indi-
rectly involved are the production force of 460 to 500 workers.
There is a capacity existing in our plant to double the output of
chxﬁper knife steel.

e ea:ifany has plans to expand and modernize the mills, to
substantially increase the capacity for this and other steels.

The chippar knife, one, is a very valuable bread and butter item

in our particular mills, which makes it economically feasible to
operate these mills for other steels and alloys. Some of these have
significant strategic importance, such as high temperature alloys
forI'VI aircraft etngmte: :ﬁld nuclear afll&);: sortnaval rmctor‘s).lll
¢ y opposition e passage of this duty suspension bill rests on
he fact that passage will eliminate the last domestic producer
from domestic chipper knife steel markets. Passage of this bill will,
it follows, eliminate the opportunity for others who may be inter-
ested in producing chig?aer knife steel to commence production.
Indeed, the passage of this duty suspension would represent, in my
yizv‘:;t another step toward the dismantling of the domestic steel
industry.

If companies are not able to produce various s ti steel prod-
ucts, the strength of the entire steel industry is diminished.

I urge your vote against this duty suspension on this basis.
Thank you very much.

Senator Risicorr. Thank you very much, gentlemen.

H.R. 2492. Mr. Buchman.

Mr. peKierrer. Mr. Chairman, if I could make one final state-
ment, I am Donald E. deKieffer, representing the specialty steel
industry of the United States. The Tool and Stainless Steel Indus-
try Committee represents 17 producers of specialty steels who are
capable of making chipper knife steel and we fully concur with the
statements of Mr. Saxman and Mr. Williams.

Senator RiBicorr. Thank you very much.

Mr. Dwygr. Mr. i ray name is James Dwyer, president
of Local 2857, United States Steelworkers of America. On behalf of
the United Stuies Steelworkers, I would like to express our strong
agreement with the statements of Mr. Williams and Mr. Saxman.

Imports of chipper knives are allowed to expand and scores of
jobs will be lost in Lockport, N.Y., since the Trade Adjustment
Assistance Act has not been acted upon by the Senate.
dix'II;he prospects for steelworkers injured by imports are extremely

1 iu-ge you to defeat H.R. 2535.
Senator RiBicorr. Thank you, gentlemen.
[The prepared statement of Mr. Williams follows:]
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MY NAME IS DONALD F. WILLIAMS, I AM MANAGER OF TOOL STEEL
SALES FOR BETHLEHEM STEEL CORPORATION. I HAVE BEEN ENGAGED IN
THE PRODUCTION AND SALE OF TOOL STEELS AND OTHER SPECIAL ANALYSES
AT BETHLEHEM FOR 38 YEARS. DURING THAT TIME, MY RESPONSIBILITIES
HAVE ENCOMPASSED MILL OPERATIONS AND METALLURGY AS WELL AS SALES.
I HAVE HELD MY PRESENT POSITION SINCE 1969.

I WISH TO TESTIFY IN OPPOSITION TO THE PROPOSED BILL
SUSPENDING THE DUTY ON CHIPPER KNIFE STEEL, AND RESPOND TO
PREVIOUS TESTIMONY IN SUPPORT OF THE MEASURE.

IT HAS BEEN SAID ON THE HOUSE SIDE THAT ''THE DOMESTIC
SUPPLY OF THIS PARTICULAR KIND OF SPECIALTY STEEL IS FAR TOO
LIMITED AND INCONSISTENT TO MEET THE SUBSTANTIAL PORTION OF
DOMESTIC DEMAND REQUIRED FOR THIS SORT OF PROTECTION."

THAT IS THE RECURRENT THEME OF THOSE WHO SUPPORT THE BILL,
ALONG WITH COMPLAINTS THAT THE PRICES OF DOMESTIC CHIPPER KNIFE
STEEL ARE TOO HIGH, THUS PUTTING DOMESTIC MANUFACTURERS OF THE
FINISHED KNIVES AT A DISADVANTAGE WITH RESPECT TO THEIR FOREIGN
COMPETITORS. )

I RESPECTFULLY TAKE ISSUE WITH BOTH OF THOSE ASSERTIONS.

BETHLEHEM'S PRINCIPAL PRODUCTION FACILITIES FOR HIGHLY
ALLOYED STEELS, SUCR AS THOSE USED FOR MACHINE KNIVES AND
SHEAR BLADES OF MANY KINDS, ARE IN THE TOOL STEEL AND SPECIALTY
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METALS DIVISION OF THE BETHLEHEM PLANT AT BETHLEHEM, PENNSYL-
VANIA. OUR BETHLEHEM MILL ALONE COULD PRODUCE OVER 75% OF’
THE REQUIREMENT FOR CHIPPER KNIFE STEEL.

AT PRESENT, THIS DIVISION EMPLOYS 254 PEOPLE DIRECTLY,
PLUS 192 PEOPLE IN THE ELECTRIC FURNACE MELTING DEPARTMENT.
THE ELECTRIC FURNACE MELTING DEPARTMENT SUPPLIES THE ROLLING
AND FORGING OPERATIONS WITH STEEL INGOTS.

IT IS ALSO WORTH NOTING THAT MANY FORMER EMPLOYEES OF
THIS DIVISION ARE RECEIVING FEDERALLY FUNDED SUPPLEMENTAL
UNEMPLOYMENT BENEFITS BECAUSE THEY WERE LAID OFF AS THE DIRECT
RESULT OF THE IMPACT OF IMPORTED STEELS ON THEIR JOBS.

FOR OVER 70 YEARS, BETHLEHEM HAS PRODUCED SPECIALTY STEELS
OF MANY DIFFERENT ANALYSES USED IN THE CUTTING, CHOPPING,
SHEARING AND CHIPPING OF MANY MATERIALS -- FROM SUGAR BEETS
TO STAINLESS STEEL. THIS LIST INCLUDES SEVERAL DIFFERENT
VARIATIONS OF THE ANALYSIS COMMONLY REFERRED TO AS "CHIPPER
KNIFE STEEL". THESE VARIATIONS WERE COMMON PRIOR TO 1970.
INDIVIDUAL KNIFE MANUFACTURERS OFTEN DEVELOPED THEIR OWN
PROPRIETARY CHEMICAL ANALYSES AND SOLD THEIR END PRODUCTS
ON THE BASIS OF THEIR SUPERIOR PHYSICAL PROPERTIES AND SERVICE
LIFE. 1IN PRIOR YEARS, BETHLEHEM AND OTHER DOMESTIC PRODUCERS
SOLD THESE STEELS IN COMPETITION WITH FOREIGN- PRODUCERS AT
COMPETITIVE LEVELS. ’



178

SINCE 1970, HOWEVER, EVER-INCREASING COSTS OF ALLOYIRG
ELEMERTS, LABOR AND ENERGY HAVE PUSHED UP THE SELLING PRICES
OF THESE STEELS TO THE POINT WHERE, BY 1974, THE DIFFERENCE
BETWEEN DOMESTIC AND IMPORTED MILL PRICES WAS APPROXIMATELY
25%. BETHLEHEM COULD NOT ABSORB THAT DIFFERENTIAL AND CONTINUE
IN THE CHIPPER KNIFE BUSINESS.

ACCORDINGLY, SINCE THE MARKET WAS MAJOR -- OVER 3,000
TONS A YEAR -- AND SINCE THE FORM OF THE PRODUCT -- THIN
RECTANGULAR CROSS-SECTIONS -- IS WELL-~SUITED TO OUR 12-14 INCH
MILL AT BETHLEHEM, WE INITIATED A RESEARCH PROJECT WITH THE
FOLLOWING OBJECTIVES.

FIRST --
DEVELOP A NEW ANALYSIS TO REPLACE THE VERY HIGHLY ALLOYED

" MATERIALS THEN IN USE. OUR PURPOSE WAS NOT ONLY TO LOWER

COSTS, BUT ALSO TO IMPROVE AVAILABILITY AT TIMES OF CRITICAL
SUPPLY. THE POSSIBILITY OF IMPROVED PHYSICAL PROPERTIES WAS
ALSO TO BE LXPLORED. '

SECOND --

STUDY OUR PRODUCTION FACILITIES TO ASSURE OUR ABILITY TO
PRODUCE A FULLY COMPETITIVE ROLLED BAR IN TERMS OF SIZE,
TOLERANCES AND SURFACE CONDITIONS (DECARBURIZATION LEVELS),

I UOULD LIKE TO POINT OUT HERE THAT WHILE A 3,000-TON
MARKET DOES ROT APPEAR MAJOR IN LIGHT OF THE NATIONAL STEEL
MARKET FOR ALL PRODUCTS, IT IS APPROXIMATELY 3% OF THE TOTAL
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TOOL STEEL SHIPMENTS OF ALL THE DOMESTIC PRODUCERS IN 1979
AND, MORE IMPORTANTLY, 30% OF THE TOTAL SHIPMENTS OF SPECIAL
PURPOSE, LOW ALLOY TOOL STEELS DURING THE SAME PERIOD. THE
RETURN OF THAT PRODUCTION TO DOMESTIC SOURCES WOULD BE AN
IMPORTANT CONTRIBUTION TO EMPLOYMENT LEVELS.

WITHOUT GOING INTO GREAT DETAIL, OUR RESEARCH PROGRAM
WAS A SUCCESS. BY MID-1977 WE HAD AN ANALYSIS THAT APPEARED
TO HAVE THE DESIRED CHARACTERISTICS OF BOTH RELATIVE ECONOMY
AND IMPROVED PHYSICAL PROPERTIES. FIELD TESTS DURING 1977
AND 1978 CONFIRMED THE LABORATORY WORK.

LATE IN 1978, A SMALL PRODUCTION HEAT WAS ORDERED BY
A RNIFE MANUFACTURER AT A PRICE LEVEL APPROXIMATELY 10% HIGHER
THAN THAT OF THE IMPORTED PRODUCT.

THIS MATERIAL HAS BEEN SUCCESSFULLY PROCESSED AND THE
KNIVES PLACED IN SERVICE WITH GOOD RESULTS. WE HAVE RECEIVED
A SECOND AND LARGER ORDER FROM THE SAME MANUFACTURER.

IT IS WORTHWHILE TO NOTE THAT WHILE IT IS TRUE THAT THE
SELLING PRICE OF OUR MATERIAL HAS INCREASED DUE TO INCREASED
C0STS SINCE ITS INTRODUCTION IN 1978, THE CURRENT DIFFERENTIAL
BETWEEN IT AND THE IMPORTED PRODUCT ~- AS WE UNDERSTAND IT --

IS ONLY ABOUT 5%. APPARENTLY THE IMPORTED PRODUCT HAS INCREASED
GREATLY -- BY OVER 25% WITHIN A 2 YEAR PERIOD -- IN SPITE OF
THE REMOVAL OF THE ELEMENT TUNGSTEN FROM THE ANALYSIS BY FOREIGN
PRODUCERS.
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I SUBMIT THAT IN THE FACE OF WORLD-WIDE INFLATION, THE
DECLINING VALUE OF THE DOLLAR, COST INCREASES AND AVAILABILITY
PROBLEMS WITH ALLOYING ELEMENTS, THE ONLY PACTOR RESTRAINING
THE PRICE OF IMPORTED SPECIALTY STEEL GENERALLY -- AND THE
PRICE OF CHIPPER KNIFE STEEL IN PARTICULAR -- IS THE EXISTENCE
OF DOMESTICALLY PRODUCED, COMPETITIVE MATERIAL. WITHOUT
DOMESTIC PRODUCERS, LT APPEARS THAT IMPORTS OF THIS PRODUCT
WILL BE LIKELY TO ESCALATE GREATLY, TO THE INJURY OF DOMESTIC
MAKERS OF PINISHED KNIVES AND THEIR CUSTOMERS.

WEETHER THIS MATERIAL (S PRODUCED BY BETHLEHEM QR OTHER
DOMESTIC PRODUCERS, AND WHETHER ITS ANALYSIS IS THE SAME AS,
OR DIFFERENT FPROM mi-"mnnzom, 18 NOT IMPORTANT. THE
ESSENTIALITY OR COMPETITIVE DOMESTIC SOURCES OF SUPPLY -- IS
THE REAL KEY TO AN ECONOMIC, RELIABLE SUPPLY FOR THE XNIFE
INDUSTRY,

PUTTING THOSE VITAL DOMESTIC SQURCES AT A BO?'H."I.SS DIS-
ADVANTAGE BY LEGISLATION AWARDING A PRICE ADVANTAGE TO FOREIGN
STEEL PRODUCERS ISN'T IN THE LONG-TERM BEST INTEREST OF THE
KNIFE INDUSTRY, THE SPECIALTY STEEL INDUSTRY OR THE COUNIRY
AS A WHOLE.

I HAVE STATED EARLIER THAT OUR 12-14" ROLLING MILL AT
BETHLEKEM 1S PARTICULARLY WELL-SUITED TO THE PRODUCTION OF
THE THIN, RECTANGULAR SECTIONS USED IN THE MANUFACTURE OF
CHIPPER ENIVES. THERE ARE SIMILAR FACILITIES OPERATED BY
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SEVERAL OTHER DOMESTIC PRODUCERS. THERE IS NO LACK OF DOMESTIC
PRODUCTION CAPACITY. THERE HAS BEEN ONLY A LACK OF POTENTIAL
RETURN ON INVESTMENT AS LONG AS FOREIGN PRODUCERS WERE
APPARERTLY UNAFFECTED BY WORLD-WIDE COST INCREASES IN THEIR
PRICING PRACTICE. APPARENTLY, THIS PHILOSOPHY HAS CHANGED

AND THEY ARE ATTEMPTING TO ESTABLISR A PRICE ADVANTAGE BY
LEGISLATIVE ACTION. BETHLEHEM CAN BE A VERY RELIABLE SOURCE FOR
THE KNIFE INDUSTRY WITH A PRODUCT THAT MIGHT EVEN COMMAND A 5%
PREMIUNM.

CONSIDERING THE PRESENT STATE OF WORLD ECONOMICS AND
POLITICAL INSTABILITY, ANY PROGRAM THAT INCREASES OUR NATION'S
DEPENDENCE ON FOREIGN SOURCES FOR ANY MATERIAL IS QUESTIONABLE.
DURING ANY EMERGENCY, THE PROCESSING OF TIMBER INTO CONSTRUCTION
MATERIALS; COMMUNICATION MATERIALS; FUELS, EITHER AS WOOD OR DIS-
TILLED INTO ALCOHOL; INSULATION; ETC. BECOMES AN IMPORTANT PART
OF OUR NATIORAL EFFORT.

WHILE IT IS TRUE THAT THE PARTICULAR BILL IN QUESTION DEALS
WITH ONLY ONE ANALYSIS, THE PRINCIPLE OF LIMITED EXCEPTION COULD
EASILY BE EXPANDED TO INCLUDE "CHIPPER KNIVES" AS A GENERIC TERM.
THEN, IF PRECEDENT IS ESTABLISHED; THE EXCLUSION COULD BE EXTENDED
TO SCRAP CHIPPER KNIFE STEEL, AND PLASTIC GRANULATOR KNIFE STEEL,
AND SHEET METAL SHEAR KNIFE STEEL.

ONCE A PRECEDENT HAS BEEN ESTABLISRED, THIS TACTIC COULD
BE APPLIED TO ANY IMPORTED PRODUCT WHEN AMERICAN MANUFACTURERS
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HAVE ATTEMPTED TO BREAK THE FOREIGN HOLD ON THE MARKET THROUGH
THE DEVELOPMENT OF A NEW, IMPROVED PRODUCT. OR, WHENEVER
FOREIGN PRODUCTION COSTS HAVE RISEN TO THE POINT WHERE DOMESTIC
SOURCES BECOME COMPETITIVE.

WE DO NOT FEEL THAT IT IS THE INTENT OF CONGRESS TO
DISCOURAGE COMPETITION OR INVENTIVENESS ON THE PART OF DOMESTIC
INDUSTRIES BY SUCH LEGISLATION.

THE QUOTAS COVERING IMPORTED SPECIALTY STEELS WILL BE
LIFTED THIS MONTH. THERE WILL NO LONGER BE ANY RESTRICTION ON
THE AMOUNT OR TYPE OF THESE MATERIALS THAT CAN COMPETE IN OUR
DOMESTIC MARKETPLACE. BETHLEHEM, LIKE OTHER SPECIALTY PRODUCERS,
WILL STRIVE AND INVEST AND EMPLOY WORKERS TO OFFER OUR CUSTOMERS
QUALITY AND RELIABILITY IN THE FACE OF THAT COMPETITION.

I HOPE THAT THE CONGRESS WILL NOT DEPRIVE THE DOMESTIC
SPECIALTY STEEL INDUSTRY OF AN OPPORTURITY TO COMPETE WITH
FOREIGN STEEL BY APPROVING FURTHER ACTTION ON HR 2535.

YOUR INTEREST IN AND CONSIDERATION OF QU2 VIE~OINT IS
GREATLY APPRECIATED. THANK YOU.'
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Mr. Buchman?

STATEMENT OF ALEX BUCHMAN, PRESIDENT, BARCLAY HOME
PRODUCTS AND VICE PRESIDENT FEATHER & DOWN ASSOCI-
ATION, INC.

Mr. BucuMaN. Mr. Chairman and members of the committee,
my name is Alex Buchman. I am president of Barclay Home Prod-
ucts in New York City and am appearing on behalf of the
Feather & Down Association. ] am accompanied by Ben Ludin of
York Feather & Down Corp. I would like my complete written
miwil;‘% iggluded inp:;ee(xl-eleo r'd'lati ding the rate of duty

n , Congress egislation suspen rate of du
applicable to crude feathers and downs. That legislation expired on
June 30, 1979. Consequently, immediate action by this committee is
necm to continue this suspension that corrects an anomaly in
our tariff law that discriminates against American companies by
making it cheaper to manufacture outside the United Statee.

On behalf of the association, I urge the immediate continuation
of the suspension in the rate of duty. This action will permit the
members of the association and their customers to compete effec-
tively against imported products that contain foreign processed
feathers and downs.

Our association urges that the Finance Committee and the
Senate take immediate action to continue the suspension of duty
that has exg'iired. We strongly support H.R. 2492 as reported by the
Ways and Means Committee and currently awaiting full House
consideration.

That bill contains two crucial sa.rts: One, it continues the suspen-
sion of duty until June 30, 1984, and two, it includes a provision
that allows a refund of duty paid in the interim between June 30,
1979, and enactment of the continuation.

The association also strongly supports legislation—S. 1631—in-
troduced almost 1 year ago by my Senator, Senator Moynihan. A
great number of the association members are from New York and
ﬁatly appreciate the interest the Senator has shown in this issue.

ese member companies employ thousands of persons.

It should be noted that the association also has members or
member operations in Senator Talmadge's State, Senator Bentsen's
State, and Senator Bradley’s State. Senator Moynihan’s bill contin-
ues the suspension of duty and while it does not contain the techni-
cal refund of H.R. 2492 as reforted, it is our understand-
ing that Senator Moynihan desires his legislation to be effective for
periods beginning after June 30, 1979, the date the suspension
expired. The administration has no objection to the continuation of
the suspension.

All the unions and associations of our industry support our posi-
tion. The United States must import about 80 percent of its total
demand for waterfow] feather and down. The p: suppliers are
Eastern and Western Europe and China.

Waterfowl feathers and downs are used in pillows, comforters,
sleeping bags, and outerwear garments such as parkas and skiing
jackets and coats.

The members of the association import and produce moset of the
waterfowl feathers and downs brought into and produced in this
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country. They also manufacture the vast majority of the feather
and down pillows and comforters sold in this country and sell
processed feathers and downs to manufacturers of other finished
down products.

There are many reasons why the suspension of duty must be
continued: One, the imposition of & duty significantly increases the
probability of “la " amo and production employ-
ees, the vast rity—approximately 95 percent—of whom are
lower income, ority groups working in high unemployment

areas.

m,. the %un:ent legislation a:fituqtion has caused tr:fmendous
confusion in business planning affecting proceesors, manufacturers
and retailers. It has been traditional practice, baa:{ on the original
1974 legislation to quote prices for goods, make purchase commit-
ments and publish catalogs far in advance.

This can no longer be done because of this hiatus.

The immediate continuation of the duty suspension would lessen
inflation by making unnecessary the higher cost adjustments at
every phase of the manufacturing and retailing groceea

The 1974 legislation encouraged expansion of facilities and great-
er exports, thereby expanding the work force and helping the
balance of payments.

A low duty on feathers and downs lessens the American energy
problem and enhances our national defense. The suspension cor-
rects an anomaly in the tariff law.

Prior to the 1974 suspension, raw products were subject to a
much higher duty than unfinished items made with feathers and
downs and this currently is the case. The duty structure discrimi-
nates against American processors and manufacturers.

Without continuation of the suspension of duty, American com-
panies will give serious consideration to establishing proceesing
-plants overseas. In addition, China now uses their processed feath-
ers and downs to manufacture and export finished products. -

The suspension of duty on feathers and downs has not adversely
affected domestic producers of waterfowl feathers and down. In
summary, the current law of suspension is due to expire in June
1979. For reasons I stated, the suspension should be continued.

. We strongly support legislation that would continue the suspen-
sion of duty retroactive to June 30, 1979,
you, Mr. Chairman, for your attention and support.
! Senator Risicorr. Thank you very much. I understand the prob-
em. o
(The prepared statement of Mr. Buchman follows:]
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STATEMENT OF ALEX BUCHMAN
ON BEHALF OF THE FEATHER & DOWN ASSOCIATION
BEFORE THE COMMITTEE ON FINANCE
UNITED STATES SENATE
FEBRUARY 5, 1980

SUMMARY OF TESTIMONY

The following is a brief summary of the testimony of Alex
Buchman, President, Barclay Home Products, New York, New York,
on behalf of the Feather & Down Association, Inc. concerning the
continuation of the suspension in the rate of duty applicable to
crude feathers and downs:

In 1974, to correct an anomaly in our tariff laws that
assessed component parts at a higher duty than finished
products, Congress enacted legislation suspending the rate
of duty applicable to crude feathers and downs. That
legislation expired on June 30, 1979. The Feather & Down .
Associatioﬂmurges the Congress to promptly enact a simple

continuation of this suspension to be effective July 1, 1979..
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Mr. Chairman, members of the Committes, my name is Alex
Buchman. @ am President of Barclay Home Products in New York City
and am appearing today on behalf of the Féather and Down
Association.

/"7 In 1974, Congress passed legislation suspending the rate of
duty applicable to crude feathers and downs. That legislation
expired on June 30, 1979. Consequently, immediate action by this
Committee is necessary to continue this suspension that corrects
an anomaly in our tariff law that discriminated against American
companies by mal.ing it cheaper to manufacture outside the U.S. On
behalf of the Association, 1 urge the continuation of the
suspension in the rate of duty. This action will permit the
members of the Association and their customers to compete
effectively against imported products that contain foreign
processed feathers and downs.

Our Association urges that the Finance Committee and the
Senate take immediate action to continue the suspension of duty
that has expired. We strongly support H.R. 2492 as reported by the
ways & Means Committee and currently awaiting full House
consideration. That bill contains two crucial parts: (1) it
continues the suspension of duty until June 30, 1984 and (2) it
includes a provision that allows a refund of duty paid in the
interim between June 30, 1979 and enactment of the continuation.

The Association also strongly supports legi'siation (s. 1531)
introduced almost one year ago by my Senator, Senator Moynihan. A
great number of the Association members are from New York and

greatly appreciate the interest the Senator has shown in this
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issue. Tﬂese merber companies employ hundreds of persons. It

should be noted that the Association also has members or member

operations in Senats>:r Talmadge's state, Senator Bentsen's state,

and Senator Bradley's state. Senator Moynihan's bill continues

the suspension of duty and while it does not contain the technical
refund language of H.R. 2492 as reported, it is our understanding
that Senator Moyninan desires his legislation to be effective for
periods beginning after June 30, 1979, the date the suspension

expired. The Administration has no objection to the continuation
of the suspension.(i)

This urgent problem concerns only waterfowl feathers and
downs, that is, ducks and geese. The United States is far from
self-sufficient in waterfowl feathers and downs and must import
acout 80% of total demand, the primary suppliers being Eastexrn and
western Europe and China. Only about 20% is produced domestically
by those who grow ducks and geese for meat.

Waterfowl feathers and downs are ideal for the manufacture
of products such as pillows, comforters, sleeping bags, and outer-
wear garments such as parkas and skiing jackets. Chicken
feathers, 'which are produced in huge quantities in this country,
are far less suitable for such purposes.

The members of the Association import most of the waterfowl
feathers and downs brought into this country. They also process
virtually all of the imported and domestic waterfewl feathers and
downs utilized in the United States. In addition to processing,
the members of the Association manufacture the vast majority of

the feather Qnd down pillows and comforters sold in this country.

59-253 0 - 80 - 13
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They also sell processed feathers and downs to manufacéﬁrers of
svch products as sleeping bags and outerwear garments.

There are many reasons why the suspension of duty must be
continued: (1) The imposition of a duty significantly increases
the probability of "layoffs' among processing and production
employees, the vast majority (approximately 95X) of whom are lower
income, minority groups working in high unemployment areasl:)
Basically, this disruption of a stable workforce would be caused
by "cash flow" problems resulting from the duty. The duty cannot
be covered from operating revenues; consequently, feather and down
processors must borrow at interest rates above the prime rate or
finance from working capital. Either course of action leads to
probable layoffs in the minority work force. (2) The current
legislation situation has caused tremendous confusion in business
planning. It is the traditional pradtice, based on the original
1974 duty suspension legislation, to quote prices for goods and
make purchase commitments far in advance. This tradition which
leads to stable employment practices on a year around basis, can
no longer be followed by the processors. Of course, retailers of
goods also suffer from the §1sruption because they are also unable
to price their goods, publish catalogues, etc. (3) The temporary
imposition of a duty worsens the problems of inflation. The
immediate continuation of the duty suspension would lessen
inflation by making unnecessary the higher cost ‘adjustments at
every phase of the manufacturing and retailing process. (4) The
1974 legislation encouraged expansion of facilities and greater

exports, thereby expanding the workforce. Wwhile immediate
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legislation action will diminish the probability of "layoffs", it
should also create employment opportunities among these minority
workers in high unemployment areas. (5) A low duty on feathers and
downs lessens America's energy problem. A low duty assures that
down filled products are more competitive with polyester (a
petroleum product) filled products. In addition, use of down
filled articles, such as comforters, in the home allows the home
to be kept at the President's suggested 65°. )

To understand the need for immediate action to continue the
suspension in the rate of duty, it is also useful to discuss the
situation prior to the 1974 legislation. Prior to that
legislation feathers and downs were subject to a 15% duty.
However, finished items made with waterfowl feathers and downs
(such as pillows, comforters, sleeping bags, and outerwear
garments) were separately classified in the tariff schedules. The
duty on these finished items was significantly lower than the 15%
duty on feathers and downs. Even after the recent Presidential
action lowering the duty on some imported feathers and downs, the
" duty on finished products is lower. For example, the duty on
comforters (6%) and outerwear garments (4.7%) is substantially
lower that the duty on feathers and downs (7.5%).

The anomaly under prior and current law is Clear; the rate of
duty on the component parts was and is substantially higher than
duty on the finished product of a sleeping bag or outerwear
garment. As the administrative agencies' reports and the
legislative history enacting the original suspension recognized,

"domestic manufacturers of sleeping ‘bags and outerwear garments
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are placed in the position of competing against foreign suppliers
of finished products who pay about 1/2 the duty rate imposed on
feathers and downs. This duty structure therefore encourages U.s.
imports of manufactured articles. Thus there is a built-in
incentive for U.S. manufacturers to establish facilities abroad."
House Report 93-993. Further, the law prior to the 1974 suspension
was unusual in that Congress has generally provided that the duty
on finished articles is higher than the duty om component parts.
Unless the suspension is enacted, this anomaly of past and current
law will continue. "

Further, the Association knows of substantial new investment
abroad in plants designed to process waterfowl feathers and downs
and to use them in the manufagture of finished products. Without a
continu?tion of the suspension-of duty, American companies will
give serious consideration to establishihq processing plants
overseas. FIn addition, it is probable that the Russians and
Chinese will use their processed feathers and downs to manufacture’
and export finished products. Without timely Congressional action
to continue the suspension of duty these foreign processing plants
will have a distinct advantage in fulfilling the domestic and
foreign markets now enjoyed by U.S. processors.‘

The suspension of duty on crude feathers and downs has
encouraged the export of processed feathers and downs and American
made sleeping bags and outerwear garments. Ie., the duty free
treatment of raw materials makes it easier to compete overseas. A
continuation of the-suspension would allow the export potential of

American manufacturers to be fulfilled and create an expansion of
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employment opportunity. This, of course, improves the American
balance of payments.

Finally, the current law suspension of duty on crude feathers

-—and—downs has not adversely affected domestic producers of

waterfowl feathers and downs. The approximately 200 domestic
suppliers raise birds primarily for meat and due to expanding
demand for outerwear garments, the suspension of duty has little
effect ‘on them. American producers are currently exporting
feathers and downs. -

In summary, the current law suspension of duties expired on
June 30, 1979. Unless this Committee and the Senate takes prompt
action to .simply continue the suspension, the curious anomaly
ewidenced in old 1law would again be present, employment
oppo;;unity will be diminished, business practices will be
disruéted, ihflatibnary trends will be encouraged, foreign

manufacturers will gain an increasing dominance in the market,

domestic manufacturers will be encouraged to establish facilities

abroad with the comensurate loss of American jobs, and the export
potential of American companies would be severly jeopardized at
the time we need help with our balance of payments.

We strongly support legislation that would continue the
suspension of duty retroactive to June 30, 1979 and once again
thank- Senator Moynihan for his assistance.

Thank you Mr. Chairman and members of the Committee for your
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Mr. Berkman.

STATEMENT OF IRVING J. BERKMAN, PRESIDENT, WYCKOFF
STEEL DIVISION, AMPCO-PITTSBURGH CORP.

Mr. BErRgeMAN. Mr. Chairman, I am accompanied by Mr. Murray
Belman, counsel for the Cold Finished Steel Institute.

Thank you, Mr. Chairman, for this opportunity to address the
committee. My name is Irving J. Berkman and I am president of
Wyckoff Steel Division of Ampco-Pittsburgh Corp. I am also a
inember of the executive board of the Cold Finished Steel Bar
nstitute.

I am here today to speak in support of S. 1275, a bill to correct
the present misclassification of cold finished steel bar imports.

Cold finished steel bars are made by taking hot rolled steel bars
or rods and drawing them through a carbide die. This process
increases the strength of the product and supplies a smooth surface
and close dimensional tolerance. -

The uses of cold finished bars require extremely high standards
of straightness. To preserve this straightness and the smooth sur-
face and dimensional accuracy of the cold finished bar, it is sold in
cut lengths and carefully protected in storage and in shipping.

Wire is also a drawn product, but it is produced at much higher
speeds and has a lower degree of dimensional accuracy. Wire is
used for products where straightness is not required.

For these reasons, wire is invariably sold in coiled form which is
cheaper and easier to produce and ship.

The Tariff Schedules of the United States do not adequately
differentiate between cold finished bars and wire. Instead, any
drawn product up to a diameter of 0.703 inch is considered wire,
whether it is in coil form or cut to length.

Conversely, a product can only be considered a cold finished bar
if it is over 0.703 inch in diameter.

In effect, the tariff schedules have not recognized that cold fin-
ished bars can be produced with a diameter of 0.703 inch or less.
Yet, such products account for a substantial portion of the Ameri-
can market.

Some 20 to 30 percent of total cold finished bar imports each
year are incorrectly counted as wire because of this classification
anomaly. S. 1275 would cure this problem by limiting the definition
of wire to products in coil form. It would thereby insure that
smaller diameter cold finished bars are properly classified.

Other Government entities have already corrected the anomaly.
The Commerce Department has modified export schedule B so
definition of wire is limited to coil products.

We understand that the International Trade Commission staff
has favorably considered this proposed change in tariff nomencla-
ture. In addition, the International Customs Cooperation Council,
the European communities, and the Government of Japan have
proposed similar limitations to the definition of wire in the Brus-
sels Tariff Nomenclature. The proposal has been endorsed by the
American Iron and Steel Institute.

Finally, the House adopted the legislation last fall.
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The administration has opposed this legislation. They do not
di:gute that cold finished bar imports are being improperly classi-
fied but they do not wish to see any duty changes.

We do not believe that their position is a compelling one since
8. 1276 is aimed at closing a loophole that is acknowledged by all
objective observers. Moreover, sin igher duty in question

bject bee M ce the higher duty i t
has not prevented record import in recent years, it would not
si%_r;iﬁcantly impact existin? trade.
owever, in the spirit of compromise, our industry accepted an
amendment in the House that would result in no net duty impact
until 1982, thereby giving the executive branch time to discuss the
matter with our trading partners.

Thank you, Mr. Chairman. I should be happy to answer any
questions you may have for me.

Senator Ribicorr. I think we understand the situation, Mr. Berk-
man. Thank you very much. -

[The prepared statements of Mr. Berkman follows. Oral testimo-
ny continues on p. 207.]
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STATEMENT OF
IRVING J. BERKMAN
TO THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE
SENATE FINANCZ COMMITTEE
FEBRUARY S, 1980

Mr., Chairman, my name is Irving J. Berkman., I
am President of Wyckoff Steel Company of Pittshurgh, Pean-
sylvania. I am also a member of the Executive Board of the
Cold Pinished Steel Bar Institute, an association of 29
North american producers of cold finished steel bars. In
addition, ten integrated mills, two of which produce cold
finished bars, are associate members of our Institute.

(A list of members and associate membaers is found as

Attachment 1.)

The American Cold Finished Bar Industry

In the United States, the greatest share of cold
finished bars are made by relatively small, nonintegrated
companies, often family owned. Member companies of the
Cold Finished Steel Bar Institute have plants in fifteen
states. About 12,000 American workers are directly em-
ployed in the production of cold finished bars, and about
another 12,000 produce the raw material from which cold

finished bars are made.
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The Characteristics and Uses of Cold Finished Bars and Wire

Cold finished bars are made from hot rolled bar
and rod. These raw materials are first treated to remove
their heavy surface scale; then they are drawn through a
carbide die. This process increases the strength of the
product, provides a smooth surface and creates very close
dimensional tolerances. For example, one inch round cold
finished bars are customarily made to a tolerance of plus )
zero and minus one or two thousandths of an inch:

' Cold finished bars are used principally as shaft-
ing in motors and transmissions and as a feedstock for the
production of screw machine products. Both uses rdquire
extremely high standards of straightness to reduce vibration
and undue parts wear. Consequently, cold finished bars are
ordinarily made with less than a 1/8 inch curvature over any
tan foot portion of a bar's total length. »

In oxder to preserve the surface finish, size
. tolerance and straightness of cold finished bars, they are
invariably sold in cut lengths and are carefully protected
in storage and shipment.

Wire is also a drawn product, but it is produced
at chh higher speeds than cold finished bars. Consequently,
it is made to significantly wider dimensional tolerances.
Wire is made into a great variety of products like coat

hangars, fasteners, fencing, and springs. But it is very
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rare that an oqd use of wire will require the straightness
or close tolerance of a cold finished bar. For these
reasons, wire is invariably sold in coiled form, which is

easier and cheaper to produce and ship.

The Present Anomaly in the Tariff Schedules
The Tariff Schedules of the United States define
1

"wire® as a drawn product not over 0.703 inch in diameter.
"Bars”, including cold finished bars, are defined as products
of solid section not conforming to the definitions for other
specified products, including 'wire'.g/ Thus, the definition
of “"wire"” takes precedence over that of "bar”. Since the
definition of wire includes any drawn product up to .703 inch

in diameter, whether in coiled form or cut to length, cold

he full definition is:

A finished, drawn, non-tubular product, of any
cross-sactional confiquration, in coils or cut-
to-length, and not over 0.703 inch in maximum
cross-sectional dimension. The term also includes

a product of solid rectangular cross section, in
coils or cut-to-length, with a coid-rolled finish,
and not over 0.25 inch thick and not over 0.50 inch
wide. (Schedule 6§, part 2, subpart B, headnote 3(i)]

2/ The full definition is:

Products of solid section not conforming com-
pletely to the respective specifications set

forth herein for blooms, billets, slabs, sheet
bars, wire rods, plates, sheets, strip, wire,
rails, joint bars, or tie plates, and which

have cross saections in the shape of circles,
segments of circles, ovals, triangles, rectangles,
hexagons, or octagons. [Schedule 6, part 2,
subpart B, headnote 3(d)]
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finished bar imports now fall into this category. Only
products over .703 inch can be considered to be cold fin-
ished bars.

The result is that the Tariff Schedules do not
recognize the existence of cold finished bars below .703
inch. Yet such products account for a substantial portion
of the American market. Many companies produce cold fin-
ished bars with diameters as small as 1/8 inch. We estimate
that at least 20% of domestic production of cold finished
bars are at .703 inch or less in diameter.

" In 1972, the Cold Pinished Steel Bar Institute
sought to determine what percentage of imports were veing
incorrectly classified as wire. Working with the govern-
ment's Committee for Statistical Annotation of Tariff
Schedules, we developed statistical breakouts within the
wire categories to determine the amount of cut-to-length
product that was being entered as "wire"., These breakouts,
which were established on January 1, 1973,2/ show that
between 20-30% of our cold finished bar imports are now
being improperly classified as "wire". (The statistics

are appended as Attachment 2.)

Support For the Proposed Change of Definitions

When we learned of the large amount of cold
finished bar being misclassified as wire, we discussed

3/ TSUS items 609.4105, 609.4305 and 609.7005.
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the problem with U.S. Government agencies responsible for
these matters. During 1976, we provided substantial informa-
tion on the matter to the Department of Commerce, the Inter-
national Trade Commission, and the Customs Service. As a
result, the Commerce Department changed it> Export Schedule
8 on January 1, 1978 to limit the definition of “wire" to
coiled products.‘ In addition, the ITC staff agreed to pro-.
pose the ravised definition in draft technical amendments
aimed at harmonizing import definitions with those used
in export, domestic production and international trade
classifications. Due to the press of other business related
to the Multilateral Trade Negotiations, the ITC was, un-
fortunataly unable to go forward with this proposed legis-
lation.

Internationally, the same proposal has been made
independently by other governments and organizations. For
example, the Common Market has proposed limiting the

definition of "wire" to products in "wound coils, rolls

4/ The new definition is:

A finished, drawn, non~tubular product, of-any
cross-sectional configuration, in coils and

not over 0.703 inch in maximum cross-sectional
dimension. The term also includes a product

of solid rectangular cross section, in coils
with a cold-rolled finish, and not over 0.25 inch
thick and not over 0.50 inch wide. (Schedule §,
part 2, subpart B, headnote 3(h)] :

Before January 1, 1978 "wire"” had been defined as a product
in coil or cut-to-length form.
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or reels.'z/ The Government of Japan has endorsed this
approach, and the international Customs Cooperation Council
has proposed a simple definition of wire: “Cold-drawn
products, of any cross-sectional shape, in coil form."s
The American Iron ans Steel Institute has proposed a
similar definition for wire:

A finished, drawn, non-tubular product of

any cross-sectional configuration, in coils

only, not over 25 mm (.999 inch) in max
cross-sectional dimension. 7/

Proposed Modification of Tariff Schedules

Enactment of S. 1275 would cure the present
misclassification of smaller diameter cold finished bars
by deleting the wcrds "or cut-to-length" in the present
definition of wire. Thereafter, only products imported
in coil form would be considered to be "wire". Drawn
products in cut-to-length form would be correctly classi-
fied as cold finished bars without regard to their dimen-

sion.

S/ Customs Cooperation Council, Harmonized Commodity Des-
cription and Coding System, Chapter 72: PlLg Iron, Iron and..
Steel, Doc. 24.230 E, Sept. 235, 1978, App. P. 0. (3ee
Attachment 3.)

6/ 1Ibid., p. 23, emphasis added. (See Attachment 4.)

7/ Attachment dated November 15, 1976 to letter dated
November 19, 1976 from E. S. Florkoski, Jr. to Mr. Eugene
Rosengarden, USITC, p. 7, emphasis added. (See Attach-
ment S5.) .
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The Administration opposed H.R. 4309, a compan-
ion bill to S. 1275, when it was considered by the Ways
and Means Committes. While they recéqnizod that a tariff
classification problem exists and were willing to support
legislation to remedy that situation, they opposed any duty
increase. They also argued that such an increase should be
subject to negotiation with supplying countries before it
is implemented.

We believe that those objections are not compelling..
Pirst, S. 1275 is simply aimed at closing what all sides
acknowledge to be a loophole. It is not an increase in
protection so much as an end to an improper denial of pro-
tection. Moreover, she increase in duty would only bring
the newly reclassified products up to the level of other
cold finished bar. Sinée the higher suty has not pre-
vented record imports in recent years, we do not believe
that the egualizacion would significantly impact existing
cradé.

Nonetheless, in the spirit of compromise, ouxr
industry accepted an amendment to H.R., 4309 that would
limit the immediate duty increase on reclassified (smaller
diameter) product and would reduce the present duty larxger
diamater product. The result would be that there would be
no net duty increase until January 1, 1982. This delay

would give thes Executive Branch ahple time to notify our
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trading partners and discuss the matter with them.

Mr. Chairman, this proposal would cure .an ob-
viously faulty definition in our Tariff Schedules. The
correc£ gpproach has been recognized in our own government
and by t;osa of the principal countries supplying steel
to the United States. It has been endorsed by an objective
international organization of experts in customs matters
and by the American Iron and Steel Institute. It has been
adopted by the House. We respectfully urge that your

Committee give it prompt consideration and endorsement.

-~



THE COLD FINISHEED STEEL BAR INSTITUTZ

MEMBERS

ALABAMA METAL INDUSTRIES CORPORATION -

Greenville, Souch Carolina

AMERICAN DRAWN STEEL CORPORATION
Allison Park, Pecasylvania

. ATLAS STEELS

Welland, Outario, Cuwu

BARON DRAWN STEEL CORPORATION
Toledo, Ohio

BLISS & LAUGHLIN INDUSTRIES, INC.
Oak Brook, Illinois

COREY STEEL COMPANY
Chicago, Illinois

CUMBERLAND STZEL courm.
Cumberland, Marylend

FITZSIMONS STEEL COMPANY, INC.
YToungstown, Ohio

GEMINI METALS CORPORATION
Elk Grove, Illinois

GENERAL STEEL & WIRE CO., INC.
Lyawood, California

J. HARRIS & SONS LIMITED
Stonsy Craek, Ontario, Canada

HERCULES DRAWN STEEL CORPORATION
Tolado, Ohto

BOOVER UNIVERSAL
Solon, Ohio

INTERCONTINENTAL STEEL CORPORATION
South Holland, Illinois

JERSEY COLD DAAWYM STEEL COMPANY
Woodbridge, New Jersey

KRUZGER AND COMPANY
Elshurst, Illinois

LASALLE STEEL COMPANY
Chicago, [llinois

WP STIIL & WIRE COMPANY
Maryville, Missourt

MOLTRUP STEEL PRODUCTS COMPANY
Beaver Falls, Pennsylvania

NELSYN STEZEL & WIRE COMPANY
Franklin Park, Illicois

PRECISION~-KIDD STEEL COMPANY
Ali{quippa, Pennsylvania

RAMCO STEEL INC.
Buffalo, New York

ST. LOUIS COLO DRAWN, INC.
St. Louis Missouri

SAUK STEEZL COMPANY, INC.
ChicsgoBeights, Illinois

SUPERIOR DRAWN STEEL COMPANY
Monaca, Peansylvaaia

TELEDYNE COLUMBIA~STMMERILL
Pittsburgh, Pennsylvania

UNIVERSAL METAL SERVICE CORPORATION
South Holland, Illiznois

WESTERN COLD DRAWN STEEL
Elyria, Obio

WICKOFF STEEL DIVISION
Pitcsburgh, Pesnsylvanis



1973

1974

197S

197¢

1977

1978

COLD FINISHED STEEL BAR IMPORTS

$§9-253 0 ~ B0 - 14

CLASSIFIED AS

3
@

39,000

39,000

20,000

25,000

46,000

48,000

lwzm L]

PERCENTAGE OF
TOTAL IMPORTS

222
29%
21
23
26%

21
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Excerpt from Customs Co-Operation Council, Harmonized Commodit
Description and Coding System; Chapter 72: “Pig lron, 1ron
and Steel, Doc. 21.!15 ¥, Sept. 25, 1378, p. !gz

Heading 72.21 - Wire of iron or non alloy ordinary
steel . . .

71. The (European Economic Community) has pro-
posed the following definition for wire:

"Cold-drawn products, of any solid cross-
sectional shape, in regularly or irreqularly
wound coils, rolls or reels."”

The present 13 mm limit for wire has been deleted
and a clause relating to coils, rolls or reels has
been added. Thus, under this definition wire
differs from colddrawn bars and rods only in that
the former is presented in coils, whereas the
latter are not in coils.

72. This proposal conforms with views expressed
by the Japanese Administration that a demarcation
line based on a cross-sectional dimension seems
irrelevant in the light of actual commercial prac-
tice. The Japanese Administration has also stated
that, with the development of wire-drawing tech-
nique, cold-drawn wire, in coils, with a cross-
sectional dimension exceeding 13 mm is now pro-
duced without difficulty. 1Indeed, the definition
proposed by the United States includes a dimen-
sional criterion of 25 mm, but includes alsoc a
provision for the inclusion of such cold-drawn
products presented other than in coils with a
minimum length criterion of 215 mm.

73. The Technical Team would certainly recommend,
for the purpose of the CCC Nomenclature, the
adoption of a definition which avoids arbitrary
dimensional criteria. Referring, however, to the
(EEC] definitioh at paragraph 71 above, the
Technical Team suggests that the words "regularly
or irreqularly wound" add nothing to the precision
0f the text and that reference to "¢coils, rolls

or reels" might be unintentionally limitative.

The following alternative is proposed:

"Cold-drawn products, of any solid cross-
sectional shape, in coiled form."
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Excerpt from Proposals Submitted by Members of the European
Communities; “Pig fron, Iron and Sgear, Appendix to CCC Joc.
21.230, Sept. 25, 1378 Y g

¢+ P APP. 6@
(w) wire (headings Nos. 72.28, 72.48, 72.68
and 72.88):

Cold-drawn products, of any solid cross-
sectional shape, in regularly or irregularly
wound coils, rolls or reels (see also Note 3
to Chapter 713).

W/
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Excerpt from American Iron and Steel Institute, Proposed
an§ Steel

Revised Brussels Tariff Nomenclature for Pig Iron
Mill Products, attachment to letter dat ove. I3 '

from
p. 7:

. 5. riorkoski, Jr. to E. Rosengarden (U.S.I!.T.C.),

Wire

A finished, drawn, non-tubular product of any
cross-sectional configuration, in coils only,
not over 25 mm (.999 in.) in maximum cross-
sactional dimension.

t
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Senator Ripicorr. S. 1851. Mr. Bowland, Mr. Felando, and Mr.

STATEMENT OF JACK BOWLAND, UNITED STATES TUNA
FOUNDATION

Mr. BowLAND. Good morning, Mr. Chairman. I am Jack Bowland
from the United States Tuna Foundation.

On my left is Mr. August Felando, president of the American
Tuna Boat Association; on my right, Capt. Joe Medina, president of
the United States Tuna Foundation from San Diego.

We are here in support of S. 1851. We have submitted written
testimony to the committee which we would like incorporated into
the record and we would like to state that, in our written testimo-
ny, you will find two amendments that we would like to have
incorporated into S. 1851.

Those amendments are a result of long discussions and compro-
mise with the domestic net manufacturers. I would like to apolo-
gize for Mr. Burney, who was originally scheduled to testify this
morning, but he is ill and was unable to appear—if you have any

uestions on our behalf, I would like them to be directed either to

r. Felando or Mr. Medina.

Senator Rieicorr. I think we understand the situation. If any-
gody would like to add a comment, you still have a few minutes to

0 80,

Mr. FeLANDO. Yes. I am August Felando, president of the Ameri-
can Tuna Boat Association located in San Diego. There are 130
U.S.-flag vessels enga%ed in catching tuna with nets. A hundred of
them are represented by the association. :

This legislation, this proposed bill, came about as a result of the
Panama al Treaty. g’l’us is to let the committee know, and you,
Mr. Chairman, that our membership supports the compromise
modification that has been worked out.

ank you very much.

Senator RiBicOFF. You are trying to be placed in the same posi-
tion that you were in before the treaty?

Mr. FaLLanpo. That is correct. Recognizing that this would be
for a limited period of time.

Senator RiBicOFF. We understand the problem. Thank you gen-
tlemen for coming.

Yes, sir. ,

[The prepared statement of Mr. Burney follows:}
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Statement of David G, Burney
Counsel for United States Tuna Foundation
Before the
Senate Subcommittee on International Trade
Pebruary S, 1980

Mr. Chairman and members of the Senate Subcommittee on Interrational
Trade:

On behalf of the United States tuna industry, I welcome thil
opportunity to testify in support of §. 1851, a bill which would
amend the Tariff Act of 1930 to continue the duty-free status of
repair parts, materials, and equipments purchased and repairs made
in Panama for vessels documented under the laws of the United States.

The United States Tuna Poundation was formed in May 1977, and
its membership comprises all segments of the United States tuna
industry. Membership includes all tuna processors, tuna vessel
owners and operators, and the labor force which works on board
tuna vessels and in tuna processing facilities.

In introducing 8. 1851 Senator Allan Cranston stated that,

*S. 1851 is a straightforward attempt to resolve what I believe

to be a prohibitive situation for our tuna industry---a situation
that has occurred unwittingly through passage of the Panama Canal
implementation legislation". Needless to say we agree with Senator
Cranston's ;tatement.

As background it is important to note that prior to October 1,
1979, vessels documented under United States law were permitted to
purchase equipment and initiate repairs in the Panama Canal Zcne
without payment of the 50 percent duty imposed by the Tariff Act
of 1930. As a result of passage of the Panama Canal implementation
legislation on October 1, 1979, the duty-free status of the Canal

Zone was terminated.
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The Canal Zone is extremely important to the United States
high seas tuna fleet because of its adjacency to the historical
tuna fishing grounds located in the Bastern Tropical Pacific Ocean.
Most tuna net installation and repair takes place in the Canal
Zone since additional fuel costs for travel to ports located in
the United States would be prohibitive. 1In addition, netting
_ manufactured in the Canal Zone has been the only netting available
which meets the requirements of the Marine Mammal Protection Act.
Recently representatives of the United States tuna industry met
with representatives of the domestic net manufacturers in an effort
to explain their concern over the transfer of the Canal Zone to
Panama. Assurances were given by the domestic net manufacturers
that they were capable of producing a purse seine net which would
meet the MMPA specifications and be of comparable quality to netting
presently utilized by the international tuna fleet. While express-
ing confidence in their ability to manufacture an acceptable purse
seine net, the domestic net manufacturers admitted that some "at
sea” testing was necessary. Representatives of the tuna industry
agreed to place domestically produced webbing in U.S. tuna nets
in order to compare the webbing with that presently being utilized.
As a result of ghe meetings between the tuna industry repre-
sentatives and the domestic net manufacturers, the parties agreed
that a 27 m&nth. continuance of the duty~free status of the Canal
Zone would permit the domestic net manufacturers to "gear up" to

meet the total needs of the United States tuna fleet. This agreement
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'

was reached with full realization of the fact that to remain
competitive in the international tuna fishery, the U.8. tuna fleet
must be permitted to purchase netting in the Canal Sone without .
fear of a 50 percent tariff retribution. Since tuna nets cost
upwards of $200,000, a 50 percent add-on would be substantial.

The United States tuna industry presently has 22 vessels under
construction or contracted for construction. Because of the untimely
transfer of the Canal fone, these vessels face the dubious distinction
of having to pay a 50 percent tariff on the purchase of their nets.
Many of these vessels contracted for the purchase of their webbing
from the Canal Zone long before October 1, 1979. Something should
be done to insure that these vessels are not penalized unnecessarily.
It was certainly never the intent of those who ;upported transfer
of the Panama Canal to penalize our last distant water fishing
fleet.

It is the position of the United States tuna industry that
until such time that the domestic net manufacturers can demonstrate
an ability to produce netting of comparable quality to webbing now
used by the international tuna fleet, and in addition be prepared
to supply the total needs of the U.S. tuna fleet, the 50 percent
duty should not be imposed. We are convinced that the domestic
net manufacturers are making a genuine effort to produce acceptable
webbing, and with proper time lag, will yo in a position to supply
the total needs of the United States tuna fleet. We therefore

support a limited exemption from the Tariff Act of 1930.
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After considerable discussion with representatives of domestic
net manufacturers, we have agreed that S. 1851 should be amended
to read as follows:

To amend the Tariff Act of 1930 by creating until December 31,
1981, a duty-free status for repaié parts, materials, and
equipments purchased in Panama for, and repairs made in
Panama to, vessels documented under the laws of the United

States, and for other purposes.

Be it enacted by the Senate and House of Representatives

of the United States of America in Congress assembled,

that Section 466 of the Trade Act of 1930 (19 U.S.C. 1466)

is amended by adding at the end thereof, the following new

subsection:

"{g) The duty imposed under subsection (a) shall not apply

to the cost of repair parts, materials, and equipments

(including fish nets and netting) purchased in Panama or

to the cost of repairs made in Panama, during the pericd

commencing October 1, 1979, and ending December 31, 1981°.

wWe would appreciate anything you and your subcommittee can

do to help expedite final passage of S. 1851, as amended. During
the limited period of exemption from the Tariff Act of 1930, the
United States tuna industry will continue to work closely with the
domestic net manufacturers to insure that the quality and quantity
of netting necessary to sustain the future of our last distant water
fishing fleet will be available on January 1, 1982. Thank you for

your consideration.
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STATEMENT OF HOWARD C. LOSEA, PRESIDENT, BROWNELL
NET CO. ON BEHALF OF THE AMERICAN NETTING MANUFAC-
TURERS ORGANIZATION, ACCOMPANIED BY WILLIAM K.
INCE, ESQ., WILLIAMS & KING

Mr. Losea. My name is Howard Losea, president, Brownell Net
Co., of Connecticut. I have a short statement.

I am here on behalf of the American Netting Manufacturers
Organization, a group of manufacturers that produce approximate-
ly 95 percent of all the fish netting in the United States.

As can be seen by the attached list, our members are scattered
throughout the Nation. We are represented in Washi n, D.C. by
the firm of Williams & King, and Mr. William Ince of that firm is
with me today. ‘

I want to t ou for this opportunity to testify with regard to
S. 1851, a bill which would amend the Tariff Act of 1930 to,
“Continue the present duty-free status of repair parts, materials,
and equipment purchased in Panama for, and repairs made in
Panama to, vessels documented under the laws of the United
States.” The true purpose of this bill is to perpetuate an adminis-
trative loophole in the law imposing a duty on purchases of foreign
goods and services by U.S. vessels in foreign countries. This loop-

ole has been taken advantage of by the U.S. tuna fleet which has
for over 10 years been buying Japanese and Taiwanese fish netting
in the Panama Canal Zone without paying any duty on such pur-
chases when the vessels return to home port in the United States.

The loophole exists because U.S. Customs has, until recently,
considered the Panama Canal Zone not to be a foreign country
within the meaning of section 466 of the Tariff Act of 1930, the law
imposing a duty on foreign purchases by U.S. vessels. As a result of
the loophole, Japanese and Taiwanese fish netting distributors
have set up shop in the Panama Canal Zone, and by this means
they have over the last 10 years succeeded in capturing virtually
the entire U.S. market for tuna netting.

Far Eastern manufacturers of netting have several advantages
over U.S. manufacturers, not the least of which are lower labor
rates in a labor-intensive industry and integrated production that
yields lower raw material costs t ours. The U.S. tariff on im-

rted fish netting has been roughly 45 percent ad valorem equiva-

ent, and, because of the import sensitivity of this industry, was
one of the few tariffs not reduced during the Kennedy round of
multilateral trade negotiations.

We were unable to again hold out against duty reductions during
this latest round of tariff negotiations and the duty is scheduled to
be reduced to 17 percent ad valorem in 1989. However, the fact
remains that for the time being, at least, the tariff is helpful in
gfgetting the economic advantages enjoyed by Far Eastern manu-
acturers. : :

This has not been the case with trade in tuna netting which,
because of the administrative loophole I have just mentioned, is
effectively able to completely avoid any duty. As a result, with the
exception of a small amount of netting- produced for the inshore
tuna fleet in southern California, there has been no tuna netting
i)roduced by American manufacturers for the last 10 years or more.

might add that the textile quota agreements which have been
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negotiated under the multifiber arrangement in the last several
years have left completely untouched the trade in tuna netting
through Panama because, strictly speaking, this netting is never
actually imported into the United States.

Nevertheless, the Panama tuna sales represent a very large seg-
ment of total fish netting consumed in this country—by our calcu-
lations valued at as much as $4 million or fully 18 percent of the
total U.S. fish netting market, including tuna netting.

The intent of section 466 was to prevent precisely what has been

. allowed to happen here, namely, an end run around the tariff

structure of the United States. Nevertheless, it has been exceeding-

- ly difficult to convince U.S..Customs that its failure to recognize
Furchases in the Panama Canal Zone as subject to the law has
rustrated congressional intent.

After many years of discussion with Customs on this matter, the
American netting manufacturers were given to believe that the
loophole would be closed. A letter from Customs to Senator Maryon
Allen on July 24, 1978, indicated that Customs was considering
c ing its position in regard to the dutiability of vessel repairs
and equipment purchases effected in the Panama Canal Zone to
provide that such repairs and equipment purchases would be con-
sidered as having been made in a foreign countrg.

This intention was never carried out. In the spring of 1979,
Customs informed us that in view of the fact that the Panama
Canal Zone would become a foreign country by any definition on
October 1 of that year by operation of the Panama Canal Zone
Treaty, Customs would not have to make a final decision since the
issue would automatically be settled bg the change in status of the
Canal Zone when it was taken over by the Republic of Panama.
October 1, 1979, has come and gone. Presumably Customs has been
enforcing section 466 with regard to vessel purchases in the Canal
Zone since that date.

Now, S. 1851 seeks to perpetuate the loophole which we have
described that has virtually shut American Netting Manufacturers
out of the lucrative tuna netting market for many years. Obvious-
ly, as presently written the bill is unacceptable to us.

However, we are willing to agree to a reasonable compromise
whereby the loophole is allowed to remain in existence for a lim-
ited period of time, after which it is finally and irrevocably closed.

We recognized that since the domestic industry has not produced
tuna netting to any great extent in recent years because it had no
share in the market, we will require some leadtime to manufacture
this type of netting in any great quantity.

In addition, the tuna industry informs us that orders for new
netting have already been entered with foreign manufacturers for
1980 and 1981. In view of these things, we have reluctantly agreed
with the U.S. tuna fleet that S. 1851 could be modified so as to
provide a limited period of time within which duty-free purchases
of netting by the tuna fleet could continue in Panama. ile we
believe that we will be able to supilz)a good portion of the tuna
fleet's requirements for netting wit a matter of months, after
much negotiation we have agreed to a longer period on the under-
standing that there will be no extension of this period for any
reason.
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Accordingly, we offer an amended version of S. 1851 that can be
supported by the U.S. tuna fleet and the American Netting Manu-
facturers Organization as follows:

To amend the Tariff Act of 1930 by creating until December 31,
1981, a duty-free status for repair parts, materials, and equipments
purchased in Panama for, and repairs made in Panama to, vessels
documented under the laws of the United States, and for other
purposes.

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That section 466 of the Tariff Act of 1930 is
amended by adding at the end thereof the following new subsection:

(@) The duty imposed under subsection (a) shall not apply to the cost ogsree‘rair

rts, materials, and e(}uipments (including fish nets and netting) purch in

Ol re

anama or to the cost ire made in Panama, during that period commencing
October 1, 1979, and ending mber 31, 1981,

During this 2-year period we seek to work closely with the U.S.
tuna industry to develop and produce netting in sufficient quantity
and of adequate quality to substantially supply the needs of the
U.S. tuna fleet. We will make our best efforts in this regard, and
" we earnestly hope that the U.S. tuna industry will also use its best
efforts to the end that both industries can survive and prosper free
of any foreign dependency.

With the modification stated above, we can support the bill.
. Senator Risicorr. How many employees does Brownell have?

Mr. LosgA. 171 in Moodis. .

Senator RiBico~F. I never saw that plant. I thought I knew every
plant in Connecticut. Where is it located?

Mr. LosgA. Directly in the center of Moodis, on Route 149, down
from Jack Banner’s place.

Senator RiBicOFF. In other words, you people who are the tuna-
fishermen, and they who are the su{:pliers, have come to an under-
- standing at the present time that the American industry does not
supply all of your needs. Is that it?

ou want to give them the opportuniiznt;o bring their J)roduction
'l]lp to sup‘?ly your needs 8o you can buy erican instead of buying
apanese

Mr. FaLLANDO. That is right.

Historically, Mr. Chairman, U.S. net manufacturers did supply
most of our needs. For some reason, mainly perhaps because of the
aﬁgres:(iivenem of the Japanese in the midsixties, this sort of
changed.

They, I guess, set up joint ventures in the Canal Zone and
became much more competitive and for a long period of time U.S.
net manufactuers have not been able to supply the netting that we
need, and without that location in the Canal Zone, we would not
{1:5'9 been able to compete with the other fishermen in the world

ay.

Senator RiBicoFr. Let me see. What is the quality of the Ameri-
can netting in comparison with Japanese netting?

Mr. MEDINA. I can answer that. .

The main thing was the dye. They had a dye that held up. We
buy the nets. They have to last for quite a few years. The Ameri-
can netting did not have the hold and it turned a lighter color and
it would fray.
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Right now, I might say we are working with American netting.
On my vessel right now, we are txxing out eight different bales of
webbing to come up with the best dye so they can get geared up to
where they can manufacture and supply us with the webbing.

Senator Risicorr. It is very encouraging to know of the cor:era-
tion between the American consumer and the American producer
for their mutual benefit. Usually everybody is at counterpoint with
one another. The fact that you are trying to work this out together
is very commendatory for both the consumer and the producer.

Thank you very much, gentlemen.

(The prepared statement of Mr. Losea follows. Oral testimony
continues on p. 226.] :
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BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE, U.S. SENATE
S. 1851
STATEMENT OF HOWARD C. LOSEA
PRESIDENT, BROWNELL NET COMPANY
MOObUS, CONNECTICUT
2 ON BEHALF OF
THE AMERICAN NETTING MANﬁPACTURERS ORGANIZATION

Washington, D.C.
February 5, 1980

Williams & King
1620 Eye Street, N.W.
Washington, D.C. 20006
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i Before the
Subcommittee on International Trade®
Committee on Finance, U.S. Senate
February 5, 1980
Statement of Howard C. Losea
President, Brownell Net Company
Moodus, Connecticut
On Behalf of
The American Netting Manufacturers Organization

Mr. Chairman and Members of the Senate Subcommittee on
International Trade: ’ .
I am here on behalf of the American Netting Manufacturers
Organization, a group of manufacturers who produce approximately
95 percent of all fish netting in the United States. As can be
seen by the attached list, our members are scattered throughout
the nation. We are represented in Washington, D.C., by the law
firm of Williams & King, and Mr. William Ince of that firm is with
me today.
I want to thank you for this opportunity to testify with
regard to S. 1851, a bill which would amend the Tariff Act of 1930
to "continue the present duty-free status of repair parts, materials,
and equipment purchased in Panama for, and repairs made in Panama
to, vessels documented under the laws of the United States." The
true purpose of this bill is to perpetuate an administrative loop-
hole in the law imposing a duty on purchases of foreign goods and
services by U.S. vessels in foreign countries. Thisiloophole has
been taken advantage of by the U.S. tuna f;eet which has for over

ten years been buying Japanese and Taiwanese fish netting in the
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Panama Canal Zone without paying any duty on such purchases when
the vessels return ;o home port in the United States.

The loophole exists because U.S. Customs has, until recently,
considered the Panama Canal Zone not to be a "foreign country“v
within the meaning of Section 466 of the Tariff Act of 1930
(19 U.S.C. 1466), the law imposing a duty on foreign purchases by
U.S. vessels. As a result of the loophole Japanese and Taiwanese
fish netting distributors have set up shop in the Panama Canal
Zone, and by this means they have over the last ten years succeeded
in capturing virtually the entire U.S. market for tuna netting.

Far Eastern manufacturers of netting have several advantages
over U.S. manufacturers, not the least of which are lower labor
rates in a labor-intensive 1n6ustry and integrated production that
yieldsllowar raw material costs than ours. The U.S. tariff on
impottLd fish netting has been roughly 45 percent ad valorem
equivalent, and, because of the import sensitivity of this industry,
was one of the few Eariffs not reduced during the "Kennedy Round”
of multilateral trade negotiations. We were unable to again hold out
againat duty reductions during this latest round of tariff negotia-
tions and the duty is scheduled to be reduced to 17 percent ad
valorem in 1989, However, the fact remains that for the time being,
at least, the tariff is helpful in offsetting the economic advantages
enjoyed by Far Eastern manufacturers. "

This has not been the case with trade in tuna netting which,
because of the administrative loophole 1 have just mentioned, is
effectively able to completely avoid any duty. As a result, with-

the exception of a small amount of netting produced for the inshore
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tuna fleet in Southern California, there has been no tuna netting
produced by American manufacturers for tho last ten years or more.
I might add that the textile quota agreements wgich have been
negotiated under the Multifiber Arrangement in the last severai
years have left completely untouched the trade in tuna netting
through Panama because, strictly speaking, this netting is never
actually imported into the United States. Nevertheless, the Panama
tuna sales represent a very large segment of total fish netting
consumed in this country--by our calculations valued at as nuch
as $4 million or fully 18 percent of the total U.S. fish netting
market, including tuna netting.

The intent of Section 466 was to prevent precisely what has
been allowed to happen here, namely, an “"end run" around the tariff
§tructure of the United States. Nevertheless, it has been exceed-

" ingly Bifficult to convince U.S. Customs that its failure to
recognize purchases in the Panama Canal Zone as subject to the law
has frustrated Congressional intent.

After many years of discussion with Customs on this matter,
the American netting manufacturers were given to believe that the
loophole would be closed. A letter from Customs to Senator Maryon
‘Allen on July 24, 1978, indicated that Customs was "considering
changing its position in regard to the dutiability of vessel repairs
andteguipment purchases effected in the Panama Canal Zone to provide
thag‘gqch repairs and equipment purchases would be considered as
having been made in a foreign country.® This intention was never
carried out. In the spring of 1979 Customs informed us that in

view of the fact that the Panama Canal Zone would become a foreign

v

$9-253 0 - 80 - 15



country by any definition on October 1 of that year by operation
of the Panama Canal Zone Treaty, Customs would not have to make a
final decision since the issue would automatically be settled by
the change in status of the Canal Zone when it was taken over ﬁy
the Republic of Panama. October 1, 1979, has come and gone.
Presumably Customs has been enforcing Section 466 w;ch regard to
vessel purchases in the Canal Zone since that date. '

Now, S. 1851 seeks to perpetuate the loophole which we have
described that has virtually shut American Netting Manufacturers
out of the lucrative tuna netting market for.many years. Obviously,
as presently written, the bill is unacceptable to us.

However, we are willing to agree to a reasonable compromise
whereby the loophole is allowed to remain in existence for a limited
period of time, after which it is finally and irrevocably closed.

recognize that since the domesfic industryvhas not produced

tuna netting to any great extent in recent years because it had no
share in the market, we will require some lead time to manufacture
this type of netting in any great quantity. 1In addition, the tuna
industry informs us that orders for new netting have already been
entered with foreign manufacturers for 1980 and 1981. 1In view of
these things, we have reluctantly agreed with the U.S. tuna fleet
that S. 1851 could be modified so as to provide a limited period
of time within which duty-free purchases of netting by the tuna
fleet could continue in Panama. While we beljeve thdat we will be
able to supply a good portion of the tuna fleet's requirements fuu

netting within a matter of months, after much negotiation we have
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agreed to a longer period on the understanding that there will be'
no extension of this period for any reason. Accordingly we offer
an amended version of S. 1851 that can be supported by thg u.Ss.
tuna fleet and the American Netting Manufacturers Organization Qs
followss

To amend the Tariff Act of 1930 by creating until
December 31, 1981, a duty-free status for repair
parts, materials, and equipments purchased in
Panama for, and repairs made in Panama to, vessels
documented under the laws of the United States,
and for other purposes.

Be it enacted by the Senate and House of’
Representatives of the United States of America
in'éongreas assembled, that Section 466 of the

J Tariff Act of 1930 (19 U.S.C. 1466) is amended
by adding at the end thereof the following new
subsection:

*"{g) The duty imposed under subsection (a)
shall not apply to the cost of repair parts,
materials, and equipments (including fish nets
and netting) purchased in Panama or to the cost
of repairs made in Panama, during the period
commencing October 1, 1979, and ending December 31,
1981." _ -

bDuring this two-year period we seek to work closely with the

U.S. tuna industry to develop and produce netting in sufficient
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quantity and of adequate quality to substantially supply the needs
of the U.S. tuna fleet. We will make our best efforts in this
regard, and we earnestly hope that the U.S. tuna industry will
also use its best efforts to the end that both industries can '
survive and prosper free of any foreign dependency.

With the modification stated above, we can support this bill.
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SUMMARY

Statement of Howard C. Losea -
February 5, 1980

S. 1851

I am testifying on behalf of the American Netting Manufacturers
Organization, whose members produce approximately 95 percent
of all U.S. f;sh netting.

We are opposed to S. 1851 as presently written because it will
perpetuate a legal loophole that has allowed Far Eastern
manufacturers, mainly Japanese, to capture virtually the entire
U.S. market for tuna netting.

Because of U.S. Customs' interpretation of the law (19 U.S.C.
1466) imposing a duty on foreign purchases by U.S. vessels,
over the past ten years the U.S, tuna fishing vessels have
been allowed to purchase foreign netting in the Panama Canal
Zone, without paying any duty on such’ netting when they return’
tolhome port in the United States.:

Far Eastern netting manufacturers have the advantages of lower
labor rates and integrated production, and U.S. producers need
a tariff in order to compete on an equal footing. Section 466
of the Tariff Act of 1930 is designed to prevent avoidance of
the U.S. tariff structure on imports by assessing a 50 percent
duty on purchases and repairs made by U.S. vessels in foreign
countries. When the Canal Zone became part of the Republic of
Panama on October 1, 1979, the legal loophole regarding foreign
netting producers was closed. S. 1851 seeks to open it again
forever. We cannot accept this course of action.

The U.S. netting manufacturers have agreed to a compromise with
the U.S. Tuna Poundation whereby the duty-free purchases of
netting in Panama will be allowed for a limited period of time
on the understanding that they will be forever ended after
December 31, 1981. This period of time will allow the U.S.
netting manufacturers to begin, and increase, their production
of tuna netting so that they can adequately supply the require-
ments of the U.S. tuna industry. Accordingly, we support N
appropriate language to modify S. 1851 in accordance with the
compromise.
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ANMO Manbers

Bayside Net and Twine Company, Inc. -
P.0. Box 3160

Brownsville, TX 78520

Blue Mountain Corporation
Blue Mountain, AL 36201

The Brownell Net Company
Moodus, CT 06469

Carron Net Company, Inc.
1623 Seventeenth Street
Two Rivers, WI 54241

FABLOK Mills, Inc..
140 Spring Street
Murray Hill, NJ 07974

First Washington Net Factory, Inc.
P.0. Box 310
Blaine, WA 98230

FNT Industries
927 First Strect
Menominee, MI 49858

Hagin Frith § Sons'Conpany
Wyandotte Road
Willow Grove, PA 19090

ifarbor Net and Twine Company, lic.
1010 J Street
lloquiam, WA 98550

Koring Brothers, Inc.
2050 West 16th Street
Long Beach, CA 90813

Mid Lakes Manufacturing Co.
3300 Rifle Rangc Road
Knoxville, TN 37918

Northwest Net f Twines, Inc.
1064 Last Pole Road
Everson, WA 98247

Nylon Net Company
7 Vance Avenue
Memphis, TN 38101



ANMO Associate Members

A. B. Carter Company
Carter Traveler Company
208 Hamilton Drive

West Point, GA 31833

Farrell-Calhoun, Inc.
400 North Front Street
Memphis, TN 38103

Flexabar Corporation
140 Walnut Street
Nortthﬂe, NJ. 07647

Samson Ocean Systcms
99 High Street
Boston, MA 02110
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Senator Risicorr. H.R. 3817. Mr. Devine and Mr. Wenzlau.

STATEMENT OF HON. SAMUEL L. DEVINE, REPRESENTATIVE IN
CONGRESS FROM -THE STATE OF OHIO

Representative DEVINE. Senator, I am Sam Devine, a Member of
Congress from the 12th District of Ohio. My purpose here this
morning is in support of H.R. 3317. I would like to introduce to

ou, Mr. Chairman, the president of Ohio Wesleyan University,

r. Thomas Wenzlau.

I would say parenthetically, Mr. Wenzlau was a teacher at Con-
necticut Wesleyan during the time that you were Governor of
Connecticut. .

Senator RiBicorr. It shows the good judgment that he has. He
goes from one good school to another.

Representative DeEvINE. That is right. | am happy to introduce
Mr. Wenzlau.

STATEMENT OF THOMAS E. WENZLAU, PRESIDENT, OHIO
WESLEYAN UNIVERSITY

Mr. WeNzLAU. Thank you, Senator Ribicoff.

As Mr. Devine said, ] am Tom Wenzlau, president of Ohio Wes-
leyan University in Delaware, Ohio and I am here this morning to
testify on behalf of House bill 3317 which was introduced in the
House by Representative Devine. I thank you very much for this
opportunity to be here.

have submitted written testimony and I would like to request
that that be submitted. '

Senator Risicorr. Without objection.

Generally, the committee is very sympathetic to this situation
{fl: sp:;i'?l instruments needed. What is the cost of an instrument

ke thi

Mr. WenzLau. We anticipate that the total cost installed will be
about $420,000. We are fortunate enough to have bought some
German marks forward when we bought this %goems ago. Other-
wise, the cost would have arisen to close to $600,000.

Senator RiBicorr. I am curious, because I have a church in
Connecticut now that wants similar treatment. The American man-
ufacturers do not manufacture these type of organs?

Mr. WenzLAv. In this case, I do not know whether your church
is similar, we set some specific criteria for this instrument because
it is a teaching instrument as well as a performance instrument as
would be the case in a college. It needed to be musically versatile
so that it could play the lovely organ repertoire from earliest times
to the present.

American manufacturers have tended to specialize in instru-
ments that play particular parts of this repertoire, but have not
been as versatile.

The other thing is that this particular organ is a tracker organ, a
mechanical action, as distinct from an electric or electropneumatic
type of organ. As for American manufacturers, about 95 percent of
the products they produce, are of the electric or electropneumatic,

hSeq,ator RiBicorr. How long does it take to manufacture one of
these
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Mr. WenzrLau. We placed this final order on March 8, 1978, it
has been under construction since that time.

However, it was in the planning stage for several months before
that. You really do not buy an organ, gou bu& an organ builder. It
is more like commissioning a work of art. We chose the builder,
really in 1971, and this was before American manufacturers had
had very extensive experience. He visited our campus and working
with our professor of organ really created this instrument for this
specific auditorium. It is the largest auditorium in the community
of Delaware, Ohio and it is going to be a unique contribution to the
general culture of the area. _

Senator RiBicoFF. In other words, each one of these organs is
custom made, not mass-produced. You cannot go into a factory and
pick one off the floor? A

Mr. WENzLAv. It is clearly a unique instrument. This one has
some 4,600 pipes ranging from 16 feet high to not more than a
quarter of an inch.

lSergg?tor Risicorr. Do you have an organist who is good enough to
play i . ;

Mr. WeNzLAU. I hope 8o, sir; I think we do.

Senator RiBicorF. I imagine it would be a very thrilling experi-
ence for the Ohio Wesleyan community to have the organ.

Mr. WENzLAU. Yes, sir,

Senator Ribicorr. 1 understand the problem. I am grateful to
Congressman Devine and &?umlf for coming here.

Thank you very much. We understand your problem.

Mr. WenNzLau. Thank you, sir.

Senator RIBICOFF. luck, to you.

[The prepared statement of Dr. Wenzlau follows:]
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SUMMARY STATEMENT

Witness: Thomas E. Wenzlau

Address: 135 Oak Hill Avenue, Delaware, Ohio 43015

Position: President, Ohic Wesleyan University, Delaware, Ohio 43015
Representing: Ohio Wesleyan University

Concern: Support for H.R. 3317

Outline of Arguments

1. Ohio Wesleyan seeks tax exemption from tariff duty on the purchase
of a German-built concert organ that vas ordered on March 8, 1978.

2. The organ will be used for educational and cultural purposes only.

2, The major general requirement for the instrument is musical versa-
tility so that organ music of all types and musical eras can be
performed.

k., Specific criteria included:

a) mechanical (tracker) playing action,

b) the organ must be a work of art,

¢) the builder should have an international reputation,

d) the builder must have experience in building a versatile
instrument,

e) the builder must be financially sound.

S. Utilizing the stated criteria, in 1971 Ohio Wesleyan selected
Johannes Klais Crgelbau as the builder.

6. Generalizations about American-built organs:

a) Ninety per cent are electric or electric-pneumatic.

b) Only two or three tracker organs of the size Ohio Wesleyan
University planned had been built in the U.S. before 1972.

¢) The best Americen builders build smaller musically specialized
instruments.

d) No single American builder could match the Klais qualifications.

7. Negotiations with Klais have been direct rather than through a
sales representative or agent. The organ was delivered in January
1980 and is being installed with completion expected by mid-April
1980.
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Senator Ribicoff and Members of the Subcomittee:

My name {s Thomas E. Wenzlau, 135 Oak Hill Aveanue, Delaware, Ohio
43015. I am President of Ohio Wesleyan University also located in
Delawvare, Ohio. I am appearing today representing the University, to
testify in support of H.R. 3317, a bill introduced in behalf of Ohio
Wesleysn by Representative Devine.

Ohio Wesleyan is an independent liberal arts college related to the
United Methodist Church. Since ve are a bona fide tax exempt educational
institution, ve do not see our request as seeking "special interest”
legislation., We view it, rather, as an attempt to have the University's
recognized tax exempt status confirmed to include a project clearly
within the educational and cultural functions for which that basic
exemption was established and has been maintained.

For more than a century Ohio Wesleyan has been a leader in provid-
ing organ music and instruction within its music curriculum. Since its
completion in 1893, Gray Chapel -- the University's major auditorium —
has been the center of cultural programs for Ohio Wesleyan. As the largest
auditorium in the Delawvare community it is also used extensively for large
public assemblies, and as the performance center for the local community
symphony end the community chorus.

About ten years ago, the University decided that it must replace
the forty-year-old electric action instrument then in Gray Chapel. It
was badly in need of a complete overhaul and refurbishing. More serious
vas its severely limited repertoire which made it inadequate as a teach-
ing and recital instrument.

Before Ohio Wesleyan University could begin to select an organ
builder, it vas necessary for us to establish the musical needs, func~
tions and requirements which must be met in a nev organ. In a school
vhich has the kind of educational program we have, it was essential that
a new instrument be as musically versatile as possidle. It would be used
primarily as a teaching tool and therefore must allov for the interpre~
tation of the broadest possible range of organ literature. In addition,
the organ would be used for recitals, daily practice, as an accompani-
mental fastrument for choral concerts, and for use with other instru-
ments, band and orchestra. Since the new organ would be housed in Gray
Chapel, the University concert hall, it would be in every seunse a true
concert organ.

From the outset, several more specific prerequisites wvere set down:

(1) The organ must have mechanical (tracker) playing action, which
allows for the most sensitive communication between organist and
instrument, and vhich has, by far, the longest life expectancy with
resultant lowest maintenance costs;

(2) The organ must be a true work of art; that is, it must be built
with the very finest materials, craftsmanship and aesthetic appeal;
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(3) The builder must be of the highest personel integrity, have had
vast experience, and have acquired an acknowledged international
reputation based on the quality of organs he has bduilt;

(L) The builder's personal philosophy of organ building must include
electric tonal design, steady wind pressure (essentisl for the
versatility to perform romantic and modern organ music), and tuning
in equal temperament;

(S) The builder must be of unquestioned financial stability.

As a result, we approached the selection of an organ builder with a
viev to the entire world market. In 1971, following a thorough study of
the credentials of both foreign and domestic forms, the University
selected Johannes Klais Crgelbau of Bonn, West Germany. The firm of
Klais has had experience continuously since 1882, The president, Hans
Gerd Klais, is the third generation of the founding family and is a
musician, a scholar, the author of several internationally known books
and treatices, and a man wvhose experience and broad views are reflected
in the tonal design and voicing of his instruments. He uses only the
very highest quality materials. His staff of over 50 highly skilled
wvorkers ensure impeccable craftsmanship. His assistant, Josef Schafer,
is among the most brilliant organ design architects in the world. Al-
though the Klais firm builds organs of all sizes, it is especislly
acclaimed for outstanding and beautiful large organs, such as those
found in the European cathedrals of Trier, Wurzburg, Limburg, Graz and
Berlin. Therefore, the firm brings experience end expertise to the dif-
ficult task of designing and building large mechanical action organs,
such as the one for Cray Chapel. Finally, the Klais firm is financially
very stable.

To be sure judgment does play a role in the selection of an organ
builder, just as it does in the commissioning of any artist. However,
several objective generalizations are appropriate:

(1) Perhaps 90 per cent of ell pipe organs built in the United States
are electric or electro-pneumatic action instruments. America's
best known builders -- Austin, Moller, Schantz and Reuter -~ had
built a total of only two tracker action instruments prior to 1972;

{2) Only two or three tracker organs as large as the OWU instrument had
been built by any U.S. builder prior to 1972;

(3) The quality American builders of tracker organs; e.g., Brombaugh,
Fisk, Holtkamp and Noack had little experiencé prior to 1972 and
that experience was primarily with small and specialized instru-
ments designed to play Baroque music. Our specifications required
a versatile instrument that could play romantic and modern organ
music as well. No American builder could present the overall
strength of qualifications of Klais Orgelbau.
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All of owr negotiations with Klais have been direct. Klais has no
American sales representative or ageat. We asked to be placed on the
Klais production list in March of 1972. Our final contract was signed
March 8, 1978. The organ arrived in the U.S. in January and is being
assembled in owr Chapel, Ve expect to dedicate the organ with a recital
concert in the late spring of 1980,

We ask the Subcommittee to recommend passage of H.R. 3317 to exempt
the University from tariff duty on this unique instrument which will be
used exclusively for educational and cultural purposes at the University
and in the Delaware, Ohio, community. Thenk you for the opportunity to
appear before you today,
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[The following letter was submitted for the record by Senator
Byrd on H.R. 3317:]

FIRsT PRESBYTERIAN CHURCH,
Waynsesboro, Va., January 10, 1980.
Senator Hazry F. Byrp, Jr., .
Russell Buildi
Washington, D.

Dzar SenaTOR BymDp: It has come to my attention that St. Paul's Episcopal
Church in Greenwich, Connecticut, is seeking to be exempted from ent of the
import duty on their new European pipe organ, and that several other institutions
are doing the same regarding imported and largely mechanical action organs
(organs built in the ‘“classic” style). The proposal has already received approval from
the House Ways and Means Committee.

As a church musician and Dean of our local chapter of the American Guild of
Organists, I wish to convey to your my opposition to this measure which would have
a harmful effect on our fine domestic pipe organ builders.

You may be aware that one of the 0 builders in the United States, and
certainly one of the leaders in the world i: this area, has recently located in
Swoope, (near Staunton) here in Virginia. Taylor Organbuilders, h by Virginia
native, George Taylor, and John Boody, have built and will continue to build some
of the ve est classic mechanical action organs to be found anywhere, here or in
Europe. The workmanship and sound of these organs is equal to, if not surpassing,
gnﬁoompamb“ le European firm.

. Furthermore, there are many superior small and large builders in the United
States which are fully capable of servicing the needs of our country in this )
While there was a time in the past when many of us looked to European builders
for fine organs, it is no longer the case today. We are now fully competitive with
any organ the European builders may offer. In fact, oftentimes our organs are
superior to the Eur:]fean types.

r own fine builders deserve protection from the sort of proposal now beiﬁ
considered. The need is even more pressing when our builders must pay substanti
imgort duties should they wish to sell to Euro) buyers.

lease consider opposing the cancellation of import duties in the above mentioned
case. If the opportunity should present itseif, you may feel free to pass this informa-
tion on the ap})ropriate pemn:h 1o of Virgini 1 in Washt
you for represen e people of Virginia so well in Washington.
With very best regards.
Sincerely,
EDWARD ZIMMERMAN.

Senator RiBicorr. The committee will stand adjourned.

[Whereupon, at 11:35 a.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 hearing record:]
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U 30 January 19%“4 e o
Senator David Durenburger Re: HR 3317

Washington, D, C,
Dear Senator Durenburger

Your committee will be having a hearing on the above bill on February
5th, Unfortunstely I will be unable to attend, but hope that you will

be able to consider some objections to sections in the bill relating

to the waiver of import tax on two pipe organs,

Ohfo Wesleyan University wishes to import a pipe organ from the Klais
Organ Co, of West Germany, snd a church in Riverside, Conn,
wishes td import an organ from the Hradetsky Co, (I believe in Austrin),

1, naturally, have no objections to these institutions wishing to purchase
an instrument from overseas, but I strongly object to their being granted
exemption from import tax, It sppears from the information presented
to the house committee that they are requesting exemption from tax

on the grounds that no American Builder could produce such instruments,
or produce them quichly enough for the purchasers, This {s a very
falge fabrication based on limited data, and I can assure you that thece
are firms in this country which could build such instruments within the
time span of a reason dble contract,

1 object that these firms are being allowed to import without tax on
an uncontested assumption that no American firm can do equal work,

It is all the more objectionable when we realize that because of the
reatrictions and purchase methods utilized in most European countries,
it is almost impossible for any American builder to be considered for
sales in exporting to these tries, The ber of pipe organs sold
to European countries by American builders {s almost zero, It is not
possible that any American firm could ever pose a competitive ti.reat
to a European firm on their own ground,

t
Even though I am too small a firm to bulld an instrument of the size
that Ohio Wesleyan is purchasing from Germany, I am close to it, and
may other American firms have the staff and facility to do so, 1 cduld
certainly build an instrument of the size for the Connecticut church,

Many American firms do import some pipe organ materials from Europe,

and are taxed accordingly for these materials, and we do not object to
this,

(Jpgrl very truly,

Charles Hendrickson
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STATEMENT BY CONGRESSMAN ADAM BENJAMIN JR.

AND_SENATOR BIRCH BAYH BEFORE THE SENATE SUBCOMMITTEE ON TRADE

February 5, 1980

Mr. Chairman and Members of the Tr;de Subcommittee. Thank
you for the opportunity to testify in support of S. 1275, a
bill proposing to amend the Uniteé'States Tariff Schedules to
provide for the proper classification of cold finished steel bars.

It is our.contention that there is an obvious anomaly in the
United States Tariff Schedules which misclassifies approximately
20-30% of the total imports of cold finished steel "bars” as
"wire.” 1In 1978, 48,000 tons of cold finished steel bar was
classified for tariff purposes as wire. Since wire is generally
dutied at $6 per ton compared to $40 per ton for a comparable
ton of cold finished steel bar, the revenue loss to the United
States exceeded $1,6 million.

More important than the revenue losses are the distortions
in import statistics and the inequity within the cold finished
steel bar industry which is characterized by less protection for
more processing. In other words, contrary to custom and common
usage, the tariff schedule simply but categorically states that
any cold finished steel bar less than .703 inches (17.8MM) in
cross-section dimension is "wire" even if all of its characteristics
indicate to every normal human being that it is a "bar.”

We don't know of any magic in a cross-section dimension of

.703 inches. However, we do know that wire and bars can be

$9-253 0 - 80 - 1&
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distinguished 1og§ca11y. distinctly and rationally and that its
manufacturing proc;sl is different and that it ought to be
treated for tariff purposes as it is for commercial purposes.

Very simply - S. 1275 proposes that drawn products sold in
coil form should be considered wire. If cut to length - it
should be considered bar.

wWe find this distinction to be logical, as well as technically
correct, Some of our government agencies agree. The Commerce
Department has modified the Export Schedule B 80 that the definition
of "wire” is limited to coiled products. (See headnote 3(H) to '
subpart B, Part 2, Schedule 6.) The International Trade Commission
staff has also accepted the proposed change in tariff nomenclature.
In addition, representatives of the European Communities have pro-
posed a similar limitation to the definition of “"wire®™ in the
Brussels Tariff Nomenclature. (See, Doc. #1833/71 B Rev. 8,
English Version, Page 7.) This proposal has also been endorsed
by the American Iron and Steel Institute.

On the other.  hand, as is often the case in government, policy
considerations supercede rationale and logic. The Special Trade
Representative, through his capable and cooperative staff,
apparently believes that there are policy consldérneionl that
disuade the adoption of this remedial proposal. The Special
Trade Representative believes that any modification of the
trade schedule which wou}d place items in a higher classification,
even if properly so, would invoke GATT Article 28. While we do
not necessarily aéree, we believe that this can be accomodated.
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The Specfﬁl Tt;de Representative leo ékut!ons that any
change could impact on the Specialty Steel Qubtan. Again, we
do not necessarily agree. .

However, in both instances, the problem, if any, can be
properly handled. First, in the spirit of compromise, the
industry agreed to an amend;d bill which provides a trade
weighted average adjustment in duties immediately and an increase
to a constant duty level of 1982 for all dimensions of cold
finished steel bar. This timing would allow the Administration
to deal with any tariff issues that might arise in the context
of multilateral customs negotiations now planned. Seéondly,
the Committee Report can exempt this from any conflict with
the Specialty Steel Quota.

It is essential that Congress provide the legislation which
explicitedly expresses the Congressional intent to remove this
loophole in our tariff schedules. The Special Tr;de Representative's
office must be forced to negotiate foreign trade agreements from
‘a position of itrength, keeping the domestic producers foreﬁost
in their minds.

This bill would correct a mistake that is acknowledged by all
objective observers ~-- including those representing the supplying
countries. Closing this kind of loopholes should not create any
obligation to pay compensation under Article 28.

Also, the duty in question would only be raised to equal the
rate applied to o?hor cold finished bar. Since the higher duty

has not prevented record imports in recent years, that equalization
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would be very unllkely to result in any sfgnificant reduction
in existing trade.
We urge that S, 1275 be considered favorably by your

s&bcommittee. Thank you.
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Pebruaxy 6, 1980

Mr. Michael Stern,

Staff Diredtor,

Cosmittes on Pinance

Room 2227

Dirksen Senate Office Building
Washington, D. C. 20510

Dear Mr. Stern:

As an American organbuilder whose firm has been in
business in this ocountry since 1835, I wish t0 express the
strongest possible cbjection to Ml{l H.R, 3755 and H.R,
3317 to exenpt two private institutions, Ohio Wesleyan
University, Delawvare, OH, and 8t. Paul‘'s Episcopal Church,
Riverside, CT, from paying import Quties on their large
European tracker organs plus oomp te (Xlais and Rradetsky
respectively).

1'!111! is 11; :o sense uh:bjmton based ov; 'f‘n: of
foreign oompetition. I am happy to compete with any organ~
builder in the world today. Both of these Buropean firms
are good firms and build good instruments, Better instru-
ments are available in the United States from American
firms. I simply object most strongly to this attempt on
the part of European firms to encourage their Aserican
clients to seek to avoid lawfully imposed Import Duty.

I expressed my feelings to the Honorable Charles Vanik,
Mpresentative from Ohio, vho headed the Committee on Trade
that originally looked at these bills., Both Mr. Vanik and
his staff gave me full assurance these bills would never
leave his committee. Obviously other voices were heard and
Mr. Vanik changed his mind. He wrots me to u! that since
these two institutions (a church and a university) had not

Established 1858
THE HOLTKAMP ORGAN COMPANY ¢ 2909 Meyer Avenue * Cleveland Ohio 44109
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Mr. Michael Stern
Pebruary 6, 1980

budgeted money to pay the duty it was unfair to ask them
to do s0. This kind of specious ar t from a man of
Mr. vaniks caliber is exceedingly 4 npgointlnq to me as
an Amsrican and as a taxpayer. Mr, vanik's argument would
excuse us all from paying taxes. I enclose a copy of Mr,
vanik's letter, It uﬂ{:st this xind of chicanery that

makes Americans doubt ir government,

incerely,

Walter Holtkamp
THE HOLTKAMP ORGAN COMPANY

wi/ay

Encl.
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MICHARD Y. SCMANE, PR,
W, NEMOEN Mbeng, LA,
Ex Orvnn
L 1Y V¥ WX
Mr. Walter Holtkamp
- President
Holtkamp Organ Company
2909 Meyer

Cleveland, Ohfio 44109
Dear Mr. Holtkamp:

As you know, my Subcommittee on Trade has had before it
this year two bills which would provide tariff relief to two
institutions for the {mportation of organs.

In our discussions of these bills, it hecame clear that,

rightly or wrongl the tw n-profit ins¢itutions ha
-&- 0 _re . e S were heav upported by
EM?E éég areas concerned, and on November 27

they passed the House by voice vote. During the hearings on
these bills, however, as a result of my staff's discussfons

with yau, | brought out fn the hearing record that there is,
indeed, sufficient domestic production ca?ability. and that

the rather routine way in which organ bills have beeh introduced
and considered 1n the past 1s not acceptable.

We have included in the Committee's report on this legislation
a very clear warning that we do not want to consider any Wore

bills of this nature, because domestic suppliers are availlble.
While the two bills which have been introduced wili probably be
enacted, I do believe we have established guidance (barring major
changes in domestic capabilfities) against the consideration of

any more bills providing tariff reductions for organs in the

future, Y
o
erely youri o3
S
Charles A. Yanik
Chairman
CAV:NKYe

Enclojure
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OEPARTMENT OF STATE Fobruary 1 3, 1500
Washirnglen, 0.C. 20520

Dear Mr, Chairman:

The Delegation of the Commission of the
European Communities has delivered the enclosed
Alde-Memoire concerning S 1275 to the Department
of State. The Delegation has asked that the
Note be made part of the public record on this

Bill.
Sincerely,
Assistant Secretary for
Congressional Relations
Enclosure:

Aide-Memoire from the
European Communities.

The Honorable
Abraham Ribicoff, Chairman,
Subcommittee on Trade,
Committee on Finance,
United States Senate.
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oELEGATION: () FEB 15 PH I 03
OF THE
COMMISSION OF THE EUROPEAN COMMUNITIES

AIDE-MEMOIRE

The Delegation of the Commission of the European
Communities wishes to draw the attention of the U.S.
authorities to proposals in the Congress for amendments
of the tariff classification of Qiie products.‘ The U.S.
Senate will organize a hearing on these proposals (S 1275)

on 5 February, 1980.

In particular, the U.S. Senate proposes that
headnote 3 (i) to sub-part B of part 2 of schedule 5 of
the tariff schedules of the U.S. be amended by deleting
the words "or cut to length". The effect of this change
will be that steel round wire over 0,60 inches and not
over 0.25 % carbon content, presently entering the United
States under TSUS item 609.41, will be classified under
TSUS 608.50. The actual rate of duty for this type of
round wire is 0.3 cents per pound with an actual ad valorem
equivalent of 1.8 %; the proposed tariff reclassification
would result in a duty of 5 . This not only constitutes a
‘substantial duty increase but also means a reconversion of
specific duties into ad valorem duties outside the framework

of Article XXVIII of GATT.

Moreover, it is proposed that on 1 January, 1982 the
U.S. tariff schedules be amended by inserting a general rate
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of 7.5 % ad valorem for all cold formed wire products

under TSUS item 608.50. The Commission of the European
Communities reminds the Department of State that in the
multilateral trade negotiations the United States agreed
to reduce the tariff rates for wire products that fall
presently under TSUS items 609.20 to 609.76 to rates well
under 7.5 % ad valorem. The Commission of the European
Communities would therefore strongly welcome comments from
the Department of State on the incidence of the U.S. Senate

reclassification proposals on the agreed MIN rates.

The Commission of the European Communities invites
the Department of State to present at the forthcoming
hearing on 8 1275 as its viewpoint that any proposal for
tariff reclassification of wire products that would entail
a change from specific to ad valorem duty should be done in
the ‘framework of Article XXVIII of the GATT and that any
reclassification of wire products that would result in a
modification of existing ad valorem rates ihould not result

in an increase in tariff rates as agreed in the multilateral

negotiations.

LIy ATION

<
s
WASIt.i‘JiO-‘f. DL ¥

wWashington, D.C.
February 4, 1980
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Nnational grange

Edward Andcrsen, Master

January 31, 1980

Honorable Abraham Ribicoff, Chairman
Subcommittee on International Trade
Committee on Finance

United States Senate

Washington, D, C, 20510

Dear Mr, Chairman:

The National Grange continues to be concerned over the short=-
age of railroad hopper cars necessary to move the grain production
from the nation's farms. It once was a problem only at harvest,
but in recent years, with heavy movement overseas of U, S, grain,
the railroad hopper car shortage is year-round,

Even with big increases in domestic production of hopper cars,
we still find the demand far exceeding the supply. This causes
delay in the movement of grain from the farm to domestic and over-
seas customers. The anticipated increase in demand for U, S. grain
by foreign buyers will only complicate an already serious problen.

All during this time of boxcar shortage our government assessed
a tariff on boxcars imported from Mexico. We have been informed
that if our government would remove the tariff the supply of box-
cars from Mexico would be substantially increased. Bills have been
introduced by Senator Bentsen and others (S. 1004), and Rep. Fithian
and others (H.R, 3046), that would suspend the present tariff on
cars imported from Mexico.

There are strong and compelling arguments to support such
legislation:

1. Nearly half of the value of the Mexican cars, both for
export and for domestic Mexican consumption, consists of parts
manufactured in the U,S., essentially eliminating any adverse
effects on the U, S, trade balance from the import of Mexican
cars. In fact, many American jobs are dependent on the Mexican
railroad industry.

2. Because of the 18% duty, it has become economically un-
feasible for Mexico to supply the U.S. market demand at a time
when the United States desperately needs railroad cars. Two major
railroads have stopped buying cars from Mexico. Other companies
which had anticipated buying cars called off negotiations.



246

3. The Rrice of the smaller number of Mexican cars which
are sold in the U. S. market will increase significantly, thereby
incre;sing inflationary pressures which the Administration wants
to reduce, =

4. There is no need for duties to protect domestic producers
of railroad cars, because the domestic industry cannot possibly
meet the demand durirg the next several years, The domestic com-
panies have a backlos of 120,000 cars, up from 37,000 cars a year
ago. Only two percent of U, S, railcars are imported.

S. Mexico is neither a short nor long-term threat to the
U. S. car manufacturing industry, since it would have a capacit
to ship only about 2,000 cars a year to the United States for the
two-year period of the proposed duty suspension,

We urge speedy adoption of S. 1004 to suspend the tariff on
railroad boxcars imported from Mexico, Please see that this
letter is included in the hearing record. Thank you.

Sincerely,

Edward Andersen
Master

EA:mm

¢c: All Members,
Finance Committee
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*FARM BUREAUx

*the netion’s largeet general farm organizetion*

STATEMENT OF THE AMERICAN FARM BUREAU FEDERATTON
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE SENATE COMMIITEE ON FINANCE
RE S, 1004 and H,R, 3046, SUSPENSION OF IMPORT DUTY
ON RAIL FREIGHT CARS

Presented by
Joseph W. Ayres, Assistant Director, National Affairs

February 5, 1980

Washington OHfice—425 - 13th Street, N.W., Washington, D.C. 20004. Phone 202-837-0600
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STATEMENT OF THE AMERICAN FARM BURBAU FEDERATION
. TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THS SENATE COMMITTEE ON FINANCE
RE S. 1004 and H.R. 3046, SUSPENSION OF IMPORT DUTY
ON RAIL FREIGHT CARS

Pregsented by
Joseph W. Ayres, Assistant Director, National Affairs
February 5, 1980

Parm Bureau is a voluntary, dues-supported organization repre-
senting more than 75 percent of the commercial farmers and ranchers
in this country with a membership of more than 3 million in 49 states
and Puerto Rico,

The broad base of Farm Bureau membership requires that we
constantly monitor transportation problems and issues, as Farm Bureau
members produce virtually every agricultural commodity produced on a
commercial basis in this country, and are directly or {ndirectly
involved with shipping and receiving freight as a part of their
farming operations.

Farmers and ranchers have a growing concern about the availa-
bility and dependability of transportation services, particularly by
raf{l. During the past 25 years we have witnessed a massive shift of
agricultural freight from rail to truck. Last summer's protest shut-
down by the independent truckers amply demonstrated the vulnerability
of agriculture to motor carriers, and we are therefore more aware
than ever of the need to shift a considerable amount of agricultural
freight back to the railroads.

That shift is not possible in most areas of the country because
of the severe shortage of railcars and locomotive equipment. 1In 1978
we experienced the worst shortage of rallcars in recent memory.
shippers of grain found it impossible to meet delivery agreements,
purchase contracts were cancelled and prices to farmers suffered.
This severe shortage, which affects not only shipment of grain and
other commodities from farms to market but also the shipment of vital
production inputs such as fertilizer and limestone to farms, has
become a serious problem that not only atfects agricultural producers
and others in the agricultural community but will inevitably have an
effect on agriculture's abllity to produce and market a growing tons-
nage of grain and other product for domestic consumption and the
expanding export market.

while we do not view the passage of S. 1004 and H.R. 3046 as a
simple solution to the railcar shortage, we see much to galn and
little to lose by temporarily lifting the 18 percent import duty on
railcars so as to make it possible for Mexican and Canadian manufac-
turers to provide some of our needs.

Objections to this legislation by some American manufacturers of
railcars are not valid as these manufacturers admittedly are two
years behind in filling actual orders by rail carriers and other
purchasers of railcars,

The enactment of 8. 1004 and H.R. 3046 is clearly in the public
interest and will not harm domestic manufacturers or workers. We
urge this Subcommittee to report a bill to the full Committee as
rapidly as possible and urge the full Committee to send the bill to
the floor of the Senate for the earliest possible enactment,

We appreciate the opportunity to present Farm Bureau's views.
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Mading Addrese: P. O. Box 820
Pinevile, N. C, 20134

W. Zimmer & Sons, inc.
pipe organ builders
Factory & Offices: Netions Ford Roed

Craniotte, N. C.
Telephona (704) 688-1208

6 February 19R0

¥r, ¥ichael Stern, Staff Director
Committee on Finance
Room 2227 Dirksen Building
Yashington, DC 20510
HR 3755
HR 3317
Dear ¥r. Sterni

While these matters were being considered before the House several months
ago, we wrote to our own Congressman, James Martin-RNC in this regard,
expressing the simple fact that while some particular individuals may

like the instruments one or another European builder designs and duilde,
there 1s nu question that there are domestic pipe organ tuilders with all

the qualifications that one could possibly desire, except with the difference
in national origin. ’

To be more specific, there are very high quality American pipe organ btuilders
who have sufficient capacity and short enough delivery time to build any one
of the instruments which are being considered for tax relief, The fact is
that it is not at all fair for European pipe organ tuilders to have the
advantage of no import duty, when that is certdnly not the case on any
Arerican instrument being imported into Cermany. This same situation even
applies with Canada and the several pipe organ builders there whose main
tusiness is exporting to the US,

¥We think it quite unfair to legislate against the pipe organ workers and
builders here in America by allowing foreign instruments to be irported
without duty, The production capability is here, the quality is here, and
the interest 1s certainly here as well, e appreciate your efforts on our
behalf and on the behalf of other pipe organ bullders here in America,

Sincerely,




251

Raymond Garner and Company

MECHANICAL - ACTION PIPE ORGAN SPECIALISTS

Nr. Michael Stern

Staff Direotor

Committee on Finance

Room 2227, Dirksen Senate Office Blg.

Washington, D,C, 20610 February 11, 1980

Dear Mr, Stern,

I am taking this opportiaity, as long as 1 am here in
Vashington personally for business reasons, to write this
letter to you and to deliver it to your office in person in
the hope that it is not yet too late to prevent the passage
of bills H.R, 3766 and H.R. 331" respectively, which desl with
exemptions from paying import duties for two private institutions.

These bills have apparently passed the House by a volce vote, and
now are pending before ths Senate Sudbcommittee on International
Trade of the Finance committee.

Although these are supposed "one-time" bills for the particular
institutions involved, the implioations (not to mention the
precedent which may be established) are enormous and will stifle
the enoouragement and growth of the domestio pipe organ industry
in a fair competitive environment. With the passage of these
bills, who will guarantes that further bills of this sort will not
be requested by many more institutions in the future?

If tariff relief is granted in this area of industry, then vhy

not also for the foreign oar market? The claim that good, efficient,
small automobiles are not made in America 1s not entirely spurious,
and opens an entirely fresh can of worms, If foreign organs oan

be exempt from duty, what product which is produced abrosd will

be exempted next? I'm sure that the case can be made for other
products as well,

our company frequently purchases organ components from Germany,
but only those which are not made in our own country. Altho
these compenents are not made here, we still must pay the duty
(whioch 1s ateep). laz we be exempted from import duty, ss there
is no domestio competitiont

1 hope that reason will prevail, and that our country will not

P.O. BOX 4478 TELEPHONE:
CRESTLINE, CALIFORNIA 923286 (714) 338-3781

$9-253 ¢ - 80 - 17



262

Raymond Garner and Company

0 MECHANICAL - ACTION PIPE ORGAN SPECIALISTS

institute one more policy which encourages the balance of trade
defiocit, and disooursges Americsan production,

If you have any questions, I will be in Washington through Tuesday
(the twelfth), and may be resched through the office of Washington
Cathedral Music Department, oare of either Mr, Richard Wayne Dirksen
or Mr. Douglas Major,

Raymond Garner and Company

P.O. BOX 4478 TELEPHONE:
CRESTLINE, CALIFORNIA 92328 (714) 338-37851
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GENERAL MOTORS CORPORATION
1660 L. STREET, N.'V.
WASHINGTON, D.C. 20036

ROLAND A. QUELLETTE
DIARCTOR

TRANSPOATATION AFFAIRS 12 Feb!'uary 1980

The Honorable Abraham Ribicoff
Chairman

Subcommittee on International Trade
Senate Finance Committee
washington, D. C. 20515

Dear Mr. Chairman:

We have been advised that you have scheduled hearings on

S. 1004, a bill that would suspend the duty on foreign
freight cars imported into the United States. We would
like to include in your hearing-record our support for
enactment of this legislation. General Motors Corporation,
in addition to being a strong supporter of the free trade
concept, is a significant user of American railroads and
from either standpoint would support the prompt enactment
of the proposed legislation.

GM, as a shipper, is indeed adversely affected by rail car
shortages when they occur. A significant portion of our
automobile production is transported throughout the country
by the railroads. 1In addition, many of our plants are
greatly dependent on railroads to ship the parts and com-
ponents used to assemble the final product. Altogether,
about fifty percent of all GM shipments go by railroads at
an annual cost of about $1.4 billion. (Our total freight
bill is abou! $3 billion annually.)

GM has 130 plants in 23 states. Twenty-six are car assembly
plants linked to 104 widely located facilities that provide
components and parts. These comprise a highly sophisticated
and tightly controlled manufacturing and distribution process
with the nation's railroads serving as a veritable moving
assembly line. As a result, any delay or interruption in
railroad service can generate repercussions throughout the
entire GM manufacturing and distribution mechanism to the
detriment of the consumer.
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When railroad management faces a problem over which it
has little or no control -- such as adverse weather con-
ditions, wildcat strikes and the like ~- car supply
continuity is at best difficult and costly to maintain,
When faced with a lack of rail cars, we try to route as
much as possible of our rail traffic to other modes --
usually at greater expense and inconvenience. Without
railroad service our entire uperations would be shut down
within two to three days. There is no substitute service
available adequate to keep our entire manufacturing and
distribution system going.

Generally speaking, the railroads have been able to meet
our needs over the years. Furthermore, railroads have been
making a praiseworthy effort to upgrade and modernize

their equipment and facilities. Rail car maintenance,
replacements and additions -- which are essential to main-
tain quality of railroad service -- have been among their
most serious problems.

In recent years, domestic rail car manufacturers have been
producing at capacity and experiencing delivery backlogs

running well into 1981, It has become extremely difficult
for railroads needing new cars to meet short-range demands.
Without access to foreign manufacturers it would be impos-
sible. It is our belief the railroads and their shippers

should not be penalized by an import tax as a result, -

Last year, in written testimony submitted to the House
Committee, it was stated that, although the rail car
shortage was critical in nature, the manufacturing industry
was only “temporarily experiencing high demand for their
products.” During 1979 that shortage and the production
backlog was still significantly high, And while the car
supply has been ameliorated during the current downtuxn in
automotive sales, we believe, nevertheless, that passage
of S. 1004 can have significant benefits.

With the Pederal Government greatly concerned about, and

in some cases directly involved in, upgrading weakened seg-
ments of the nation's railroad system, it stands to reason
that S. 1004 represents a common sense approach. Car
shortages make it more difficult for the railroads to improve
their service. The mechanism embodied in S. 1004 to ease

the shortage can therefore serve the long-term interests

of the producers themselves by helping to preserve their
customers. We support this bill as a reasonable method for
easing the shortage.
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It should be noted that General Motors is a member of the
Rajilway Progress Institute which opposes this legislation.
On this issue, we differ with RPI as does the North
American Car Company. This should be viewed as an honest
case of opposing views among the RPI membership and nothing
more. On almost all other issues, we support RPI positions
along with the majority of other members.

We urge this Trade Subcommittee to report favorably the
bill to the full Committee for eventual passage by the

Congress.
sincerely, % é ;4

Roland A. Ouelletta



:5vVCet Br iarc,ollece Department of Music

sweet Briar, Virginia 24595 Jln\ury %1, 1960 .

Senator Harry Byrd, Jr,
Room 417

Russell Building
%:&Lhingfog_t_!!-cs 20315

Cear Senator Byrd:

It {s my understending that you are & member of the Sub-
Committee on International Trade of the Senate Committee

on Finance. I em writing to ask that you vote egainst

two measures: HR 3317 which will allow the Klais Organ
Company to import an organ into this country duty free and
HR 3755 which will allow & siuilar privilege for the
Hraddesky Organ Company., The first instrument is to go

to Ohio Wesleyan University in Delsware, Ohio and the second
to St, Paul's Episcopal Church in Riverside, Conn.

1 keep close contact with several smsll organ shops through-
out the country. High quality pipe orgens cen be produced
only by expensive handworkmsnship., It is a time consuming
and expensive undertaking, and those who are committed to
it operate on the slightest of profit margins, I understend
that American builders suffer an eight percent tariff when
they export an instrument to European countries. Yet our
tariff on imported organs, which the above measures are
designed to circumvent, is & mere two percent. I urge you
to use your influence to protect American builders by
upholding the present modest tariff restrictions.

Very sincerely yours,

Q“ R * %m""\——
John R. Shennon

Profeswor of Music
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POTTER-RATHBUN ORGAN COMPANY

SALPS - AIPARS - ABSUEDING - TNING
463 OAKLMWWN AYE. @ CRANSTON, RHOODE ISLAND 02530 o  Tol 4019434410

meew
aZpOm0

SSTADUSNED Y23

Pebruary 8, 1980

The Hon. JAhn H, Chafee
United States Senate
Washington, D. C, 20510

Dear Senator Thafee:s

It has come to our attention that the two “private”

bills, H. R, 3755 and H, R, 3317, for tariff relfef

for two Europeon tracker organs, at Ohio Wesleyan

_ University, Delaware, Chio and St, Paul's Episcoapl
Church, Riverside, -Connecticut, Elais and Nradets

respecticely have come before the U, S, Senate Subd-

Committee on International Trade.

These bills were passed by the House in Noveadber by
voice vote and are now fending before the Senate,

We strongly take exception to the favorable passsge
of these dills, These dills will move from the
Senate Sub-Committee to the Senate Pinance Committee,
chaired by Russell Long, D-IA,

We feel strongly that any foreign imports of pipe
organs or pipe organ parts must not receive any favor-
able relief from tariffs because the implication is
precendent setting and wil) serlously jeopardize the
Awerican pipe organ industry and related jobs. Churches
and Universities are both having difficulty in provid-
ing the needed money to carry out their goals and this
is uffoetint new organ purchares and we believe that
s

every holf needed for the survival of the American
Organ Bullder, including the tariffs on foreign organs
and parts,

¥e would appreciate your ccensideration in this matter,
Thank you,

Very truly yours,

POTTER-RATHBUN ORGAN CO.

> Ty
‘QZ:,JZ CZ;&:5C<~-
Arnold C, Rathbun
ACR/er

semvict M. P. MOLLER, INC.  saLts
HAGERSTOWN, MARYLAND



POTTER-RATHBUN ORGAN coMPANY |l }

.

Pertruary 8, "7

The Hn~, Tlaicnrre PV
United S*ates Se ~tn
dashinrt 1, D, 2, V7°F

Dear Sena< r Pel':

It has ccme to ~sr sttent or that the two"private”
billa, H. R, 37€< and ¥, R. 17, for tariff relief
for twc Suropear ‘rackor nrears, st Chio VWerleayan
'njversity, Delaware, Ohis, and St., Paul's Episcopal
Church, Riverc‘ie, Zonnecticut, Flais and Hrade’zky
respertively have come befare the U, S, Senate Sub-
Comrittees ~n 'riterravinng Trade.

These hills were vasgsed hy the He-.se in November by
voice vote ant are now pending r»fore the Serate,

We stroncly ta<e exr~oti~n to the favorable nasrage
of thege bills, These hills will move from tre
Senate Sub-Corvi‘tee to the Sena‘e Finarce Temwittee,
chaires Ly Russ»~1 long, %-TA.

We feel strenF’y that ar. Toreivn ipp-rts o vipe
organg or Tips ¢ an parts moct n~t receive any favor-
able relje: fr-r tatiffs bteeau-: ' e imnlicati-n is
precendent nettinr arnt w '~ rar’ ey fesrardize the
American c.re orean inuu ‘rv » ¢ calatad Jobs, Churches
and Univeraitien are r-th navi  «itficulty in provid-
{ne the neednd manny 7 o rey ~-* “wajp poals and this
is affacting new vine ary.n (-~ :-e. and wo bejjeve
that every nclp it nesaea 00 '»~  yreival of the
American Crpan Bulldar, inciudins *re tariffs on
foreipr organc and pa-t .

We would aprrecin's =~ 1o o n-aerntizn in 4hi-. matter,
Than% »ou,
Very trulv ycu- .,

POTPEF =RATLEN C-GAY 70,
e ose ( )/1/« I
Atreid 2. 2-thiun

ACK/cr

SERVICE M. P. MOLLER, INC. sALes
HAGERSTOWN, MARYLAND



Mim Hemrp

PIPE ORGAN BUILDER
Ckvd‘l;.\,dzm O.l‘::‘ 4“4
216/382-93%

redbruary 7, 1980
Mr. Michael Stern Staff Director
Senate Coamittes on Pinance
Washington, D.C. 20510

Dear Sir,

This letter is wrcitten in references to #HR 3755 and
#HR 3317 which would exempt some institutions from paying ime
port duties.

The claim is that there are no American organbuilders
that can build what is supposedly available only from European
builders. This is just a lame « The track organ huilding
industry in America was perhaps late in being revived but I
believe that it is every bit as good or better than the European
"school". Now every organ builder has a somewhat different approach
and philosophy of organbuilding and perhaps a particular customer
likes a particular sfyle of instrument, but any organbuilder of
skill is able to bend his style slightly to better suit a cust-
omer.

Quite frankly, European organs are expensive, it woule
seem to me that if the partichfar institution has the money to
first of all go shopping in Europe for an instrument and then
buy it, they ought to have the money to pay an import duty. wWhen
I buy a part or some p ts or terials from abroad for use
in ay instrusents, I have to pay a duty. I have to pass this on
to my customers. Are we to write a special bill for each church
that happens to buy some exctic wood parts or happens to have
a set of pipes or two that were built in a feoregn country?

HR3755 and HR3317 should not be passed. If they are
then they should De rewritten to include organbuilders in this
country so we don't have to pay duties on things we buy abroad.

Member American institute of Organ Builders %//@

$9-253 0 - 80 - 18
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THE WICKS ORGAN COMPANY

PIPE ORGAN CRAFTSMEN SINCE 1906
HIGHLAND, ILLINOIS 62249

TELEPHONE: 654-2191 - AREA CODR €18

February 8, 1980

Mr. Michael Stem, Staff Director
Senate Committee on Finance
Washington, D.C, 20510

Deor Mr, Stem:

8ills H,R. 3755 and H.R, 3317 have been passed in the House of Representatives
ond are now being studied by the Senate Committee on Finance. These bills

are intended to exempt pipe organs which two institutions have on order from
foreign manufacturers from import duty upon arrival. The institutions have claimed
that the organs required cannot be obtained from any domestic organ builder.

This claim is patently untrue, since there are o number of domestic organ

builders who can provide any type of instrument required and have done so
repeatedly in all styles and types of construction.

If these two bills pass, not only will this increase our balance of trade deficits,
by encouroging imports without corresponding benefits to our exporters, but
Congress will be beseiged with applications from every church and school in
America wanting this some exemption from duty.

It oppears to us that these bills are not in the national interest of the United States
of America, they are an insult to the domestic organ building industry, and they
are simply an attempt to avoid the payment of taxes for the special benefit of
certain purchasers. We strongly urge you to toke this into account when these bills
come before the Senate Committee on Finance, ond to enter these objections into
the Committee's report.

Sincerely yours,
WICKS ORGAN COMPANY

M. M. Wick

President

mmw:jms
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S i
b

2742 Avo. H Fort Worlh, Texas 7610S Tele. (817) 536.0090

february 5, 1980

¥r. wichael Stern, Staff Director
Comnittee on Finance, Room™ 2227
Dirksen Senate Office Ruilding
Washington, D, €, 20510

Dsar “r, Stern;

It has coms to our attention thst a bill to exempt fro~ duty a
£350,000. organ for Ohio Wesleyan Universityand a Hradetsky orgsn for
Riverside, Conn. is scheduled for hearing in co~mittee. Thess are
bills #HR3755 and HR3317.

We, elong with many other American organbuilders, are objecting
to this exe=ption. For many yeers our industry was lagging
behind the Europsan in development, but this {s no longer true.
There are a numbar of American builders capable of building a
product of similar construction and quality for these custorers.

At the sa~s tive, so~e parts and materisls sre still only available to
us fro~ Europe and we are required to pay duty on these. Thasa pro-
posed exe~ptions see~ particularily unequal and we ask you to take
note of our opposition,

Sincerely,

O @ Qi

Roy A. Redman
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experanced tince 1888

February 10, 1930

dear .ir. Stern.

As taxpayers we are definitely opposod to tie enclosed
siutation being permitted or even contemplated to be of
consideration. We will appreciate anything you do to
block this rediculous request from exemption from import
duty.

Tonanking you in advance for your support of tiae American

small buginess comnwunity, I am.
3{ a, 1 Itkay- 7

\ J

EH Helloway Corp. / 823 Mossachusetts Ave. / lndanagolis. Indiana 36208 / Phone 3t7/637-2029
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Finst Presbytorian’ Church

Wogeadem Digiie 1300

Dicsider of Baieon Biacalion
M GUSAN SIRFLEY
il 2 Peb 1980 &:«Lﬂ-ﬂ-.&,—u

To All American Organ-dbuilders:

You may already de aware that two "private" bille are being
considered by the 1I,S. Congress with a direct bearing on you

as organ-builders. These are bills H.R. 3755 and H.R. 3317

to exempt two private institutions, Ohio Wesleyan University,
Delavare, OH, and 3St. Paul's lplaeogll Church, Rivereide, OT,
from paying import duties on their large BEuropean tracker organs
pPlus components (Klais and Hradetsky respectively).

The present status of these bills is as follows, They passed
the House on 27 November 1979 by voice vote, and are now pend-
ing before the Senate Subcommittee on International Trade of
the FPinance Committee. Testimony is now deing taken.

The arguments for these bills rum generally as follows: large
tracker organs of the highest quality are not availadle froa

American dbuilders, and even if one or two companies are adle,
the waiting period is 80 long &8s to dbe prohiditive for pros-

pective buyers. Purther, as ;{rlvuto' ills, they are “one-

:1::' propositions for particular relief of particular insti-
utions.

Perhaps I need not .tell you the implications involved, nor that
only two American builders were contacted by one of the insti-
tutions involved, But I can tell you that as an organiet, I

an particularly desirous that Congress hear from our already
quite outestanding tracker organ~building industry, so that a
clirate of encouragement and growth in a .competitive en-
vironment will be secured for the future. th the passage of
these bills, who is willing to absolutely guarantee that further
bills of this sort will not be requested by many more insti-
tutions, doth past and future?

If you feel that the situation being considered is unfair, 1
would urge you to write: Mr. Michael Stern, Staff Director
Committee on Pinance, Room 2227, Dirksen Senate Office Buliding,
wasgington, DC 20£510, %o bs v a ay,

N ral tes 1-on§’v e t!ion on ebruary, t date
may well have passed defore you receive this, There is still
time to let your voice bdbe heard, hovever, in written protests.
It is adviseadble alsc to send a copy to ‘ho Senator from your
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state who aits on the committes: Ridicof? (Conn., Cham.), Tal---

madge (Ga.), Byrd (Va.), Gravell (Alaska), Koynihan (N,Y.)

Baucus (Mont.), Eradley (N.J.), Roth (Del:.), Danforth (Mo.},

Hines (Pa.), Dole (Xan.), Chaffee (R.I.). -

__If you are opposed to these billes, the arguments bdehind them,
and/or the possidle implications, I must tell you that Wash-

ington has not heard enocugh from American organ-builders.

If all of you voice your concerns, then perhaps Congress will

take heed, . :

I would remind you once more of the d.ud‘nne of 15 Pedbruary.

Vith every good wish. C. P
A 8incerely yours B




REISNER INC

:Acga:lon‘m MO 23780 u‘ - Mailgram ,_,:

4=0323975039 02/08/,80 ICS IPMMYZL COP NBKB
3017332650 MGN TOMT NAGERSTONN WD 152 02008 0427P EST

MR MICHAEL STYERN, QTAPF DIRECTOR
SENATE COMMITTEE ON FINANCE

Us8, JENATE BUILDOING

WASHINGTON OC 20510

OEAR MR JITERN

THE FOLLOWING MATLGRAMS HAVE BEEN SENT TO MARYLAND SENATORS MACK
HATHIAS, JR AND PAUL SARBANES

"] RESPECTFULLY ORAW YOUR ATTENTION YO HR BILLS 3755 AND 3317 FOR TNE
EXEMPTION OF IMPORY OUTIES ON THO SPECIFIC PIPE ORGANS TO BE INPORTED
FROM EUROPE, THE BILLS ARE SCMEDULED FOR REVIEW ON FEB 11, 8Y THE
SENATE COMMITTIEE ON FINANCE,

THE CONTENTIONS OF THE IMPORTERS AND OF THE SUBSEQUENT ABQVE HOUSE
BILLS I8 THAY TMEGE ORGANS CANNOTY BE OBTAINED FROK U,8, DOMESTIC
ORGAN BUILOERS,

THE FACT I8 THAT THESE ORGANS CAN GE OBYAINEO FROM ANY NUMBER OF U,S,
OOMESTIC MANUFACTURERS, 17T I8 CLEAR THAT THE IMPORTING INSTITUTIOND
ARE ATTEMPTING IMPORT TAX AVOIOANCE AND I URGE YOU TO LEND EVERY
EFFORT TONARD THE DEFEAY OF CORREOGPONDING SENATE LEGISLATION,®

YOURS VERY TRULY
DONALD G ANDERSON EXEC VICE PRES,, REISNER INC

10028 EOY
HGMCOMP MGM

TO REPLY BY MARGAAM. SEE REVERSE SIOE FOR WESTERN UMION'S TOLL - FREE PHONE NUMBERS
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. 213 9003561
ORGAN COMPANY 15 %5430
2 PINESTRERT R MAGUNGIE, PENNSYLVANIA 10062

P.0. BOX 474 MACUNGIE, PENNSYLVANIA 18082

February 9, 1980
Mr, Michael Stern, Staff Director
Senate Committee on Finance
Washington, D.C. 20510

Dear Sirj

I am particulerly distressed upon hearing of the introduction
of Bills #HR3755 and #HR3317 into Congress.

It is not justifiable to exempt complete Europesn pipe organs
from import duty when American builders must pay duty, ss well as
brokerage fees, eto., on imported parts end basic materials.

The argument has been advanced inm support of these bills that
certsain types and styles of pipe organs are unavailable from
Averican builders. This is patently false.

There are nuambers of Americen pipe organ aakers who are able
and willing to build whatever style and type of instrument the
customer may desire. ( Prospeotive purchasers may obuain information
froms The American In;:;amte of Orsmb\:ndou

P. 0.

Elids, Ohio 45807

Asgociated Pipe Organ Builders. of Amverics
252 Mllmore Avenue
Tonawands, New York 14150

The American Ouild of Organists
630 Fifth Avenue, Suite 2010
New York, N.Y. 10020 )

I must, therefore, vigorously protest this flagrant favoritiem
of foreign pipe orgea masnufacturers - and request your NO vote on
these, and similar future dills.

General Mansger
JCG/m

SUILDERS OF CUBTOM PIPRE ORSANS



267

hendrichacn orgen compeny inc.

1489 north 5k street e moadricknon
oL poler, minnesols $0062

phone §07/831-4271 Doy

8 February 1980

Mr, Mkchael Stern Re: H.,R, 3778
Staff Director H.R, 3317
Committee on Finance

Room 2227

Dirksen Senate Office Bldg,
Washington, DC 20510

Dear Michael Stern:
.
The American Pipe Organ Industry has become very interested in the movement
of these two bills which waive import duties for 2 European pipe organs
currently ordered by Ohio Wesleyan University and St. Paul's Episcopal
Church of Riverside, Conn, Efforts to have thege waivers of duty eliminated
in the house proceedings by the American organ builders were unsuccessful,
and I am hoping that you and the people involved with these might be able
to help us in your senate deliberations.

The American pipe organ industry is too small to have lobbylsts and lawyers
snd both of the professional organizations (Am, Institute of Organbuilders AIO,
and Assoc,. Pipe Organ Builders of America APOBA) are dedicated to the
improvement of our craft but are without hired staff or executives operating
these associadlons, We must, therefore, make our ideas known thoough the
individual efforts of our members, and these recent bills have prompted our
collected effort as no other tegislation has in over 30 years.

We do not object to these institutions (a college and a church) buying pipe

organs from overseas, but we certainly obfect to the waiver of duty for

such instruments, The American pipe organ industry e large enough and
competent to build the instruments that these intituions want, 8o that the

reasons put forth by these institutions as to our inability to build such instruments
are completely false, The supposed glamar and fame that a Yabel "Imported

from Europe' might give to these instruments is mostly the basis for their

being purchased overseas, and that is all the more reason that the duty should

be Imposed on their importation, -

The objection that theae are tax exempt institutions buying the orgens and are
therefore worthy to receive a walver of duty is even more offensive when the
fact that 90% of all American pipe organs are built for tax exempt instituttions
and if an American firm has to import certain organ parts from Europe for his
own production, the duty is most certainly imposed, American organ builders
have paid many thousands of dollars in import duties on those things which
sre routinely imported from overseas,

I realize that the approximate 30 million dollaras in sales that the American
plpe organ industry generates each year {s too small by any standard to
warrent the protection of any government sgency; there is hardly an industry
in the country smaller than we are, but growth will certainly come hard

if such anti-competitive waivers of duty are made available to our possible clients,



hendrickeon organ Compeny Inc.
1483 ort 40 st W
phone 137/8314271 ———

A disappointing secondary issue has always been the near impossibility
of the American organ industry being able to pete for the Europ
market, Because of the method of purchase and financing utilized in
most European countries, it is almost impossible for any American firm
to ever be considered for such work, The number of orgars exported
to Europe 18 80 small as to be counted on one hand over the past years,

What could be more offensive to an American firm than to have his
products excluded from the European market but to find hia own market
in this country taken over by duty free imports?

Hoping that you might be able to help us in this matter, 1 remain,

.lgu very truly,

Charles Hendrickson



269

LAWRENCE L SCHOENSTEN JACK o ’
ORGANSUR DEN MANAGER OF COUMSEL
g WeT. 1877 N %
PIPE OBGANS

3101 TWENTIETH STREET » TEL (415) Mission 7-5132
GAN FRANCISCO, CALFORMIA 84110

Pebruary 6, 1980

Mr. Michael Stera

Steff Director

Committees on Fiaance, Room 3387
Dirksea Bemate Officc Buildiag

VYashingtoa, D.C. 20510
Re: MF OtE! I?'on Duties
&, aad I.X,

Dear Mr, Stern:

I'was absolutely appalled to bear that two iasti-
tutions may receive a waiver os import duties. I can mee
20 resson whatsosver for such sctioa. As owner of the third
oldest pipe organ firs ia the sation sad the largest in the
Yestera states, I must register a vehemeat protest.

Our firs has beea building orgaas for five geaera-
tioas. In additiom to this practical experieamce, I wrote my
master's thesis oa the soonomic aspects of the pipo orgaa ia-
dustry at the University of Califarais at Berkeley. It is
commonly acoepted today that Americam organbuilders imoludiag
makers of tracker action fastruments sre far aad away amoag
the finest is the world. There is mo justificstion oa artis-
tic or workmaaship grounds for the importation of foreiga ia-
strumeats. JFurthersore, iAmericaz orgaabuilders are well
versed ia adapting instrumsats to our requiremsats which are
vastly differeat from those in Burope., As to delivery time,
many of our finest Amsricas builders caa match or beat the
lead time of Ruropean builders.

Oa the other side of the ooia, the American pipe
organ iadustry is being faced with the worst cost spiral of
its history. This situation is not of ite makiamg but rather
1 feel, due to the iaflatiocn-escouragiag policy of the Uuto&
States goverament, Must our small iadustry be placed at still
apother disadvaatage through reductioa of import duties?

You may aot be aware that many Amsricaa builders
buy compoaeat parts from Europe, Ve pay import duties. V¥by

/ ocoat'd ...

ORGAN BULDING ANO AUTHENTIC RESTORATION OF HISTOMC INSTRUMENTS TUNING CONTRACTS, REPAIRS,
INSTALLATIONS. TONAL & ACTION REVISIONS, ADOITIONS, PARTS § SUPPLIES PLANNING & DESIGN. CONSULTATION.
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in the world should we pay them whea a Europeaa builder

can buy these component parts 'lthout duty i hropo aad
thea tranship them to the Uaited States - without

duty? The situation 1s obviously imequitable.

I urge the Committee to consider this testimoay.

Yours siacerely,

cc: MNr, Edward Zismexrsan
HMrst Presdyterian Church
P.O, Box 877
Vaynesboro, Virginia 22080

Congressman Joha Burtoa
5th Coasgressiocsal Distriot
Loagworth Buildiag
Vashingtoa, D.C. 20508

Coagresssaa Philip Burtoa
6th Congressional District
Raybura Buildiag
Vashisgton, D.C. 20502
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STE'NER Factory 1138 Garvin Place
ORG ANS Louisville, Kentucky 40203

Incorporated February 8, 1980 Phone (502} 583-5032

Mr, Michael Stern, Staff Director
Committee on Finance, Room 2227
Dirksen Senate Office Building
Washington, DC 20510

Dear Sir:

This letter is in regard to two bills currently being considered; H. R, 3755
and H, R, 3317, which would exempt two private inatitutions, Ohio Wesleyan
University, Delaware, Ohio, and St. Paul's Episcopal Church, Riverside,
Connecticut, from paying import duties on European tracker organs. We
must strongly protest these bills even being considered for passage!

We find it totally unfair and irresponsible to consider these bills for
the following reasons:

(1) If either of these bills should be passed, one would have to expect an ever-
increasing number of organizations applying for similar bills.

(2) There is absolutely no reason for these particular institutions to be exempt
from import duty, while thousands of others have paid the same over the last
25 years.

(3) While it may not have a large-scale economic impact on this country to see
our tracker organ industry being treated unfairly, it is the very reasoning for
these bills (in essence, that larger tracker organs of highest quality are
supposedly not available, or at least not within a reasonable amount of time)
that is an insult to the large number of fine organ companies in this country
who have long surpassed the state of organ building in Germany or Austria,
Having learned the trade in Germany, I can readily attest to this fact.

(4) We certainly appreciate any fair competition from anywhere in the world,
but we must voice our strongest protest against a bill that will allow foreign
companies to sell their products in this country without any sales tax or duties,
while all non-profit organizations in Germany, for example, are being penalix-
ed for buying products of our organ industry by having to pay 8% import duty,
plus 15% sales tax -- and similar regulations are prevalent in other countries!

Continued.....
Partners: Phares L. Steiner / Gottiried C. Reck
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Passage of these bills would represent unfair treatment to everyone involved
in the organ industry of this country.

In order to provide an environment which will continue to encourage the kind
of artiatic and progressive organ budlding that we have witnessed in this country,
it is imperative that bills such as these are not passed.

We are enclosing & list of American organ companies who build ¢utstanding
tracker organs, most of which could easily build either of the organs in question
within optimum Hmae.

In closing, we wish to impress upon you the far-reaching consequences in-
volved in this matter, and to urge you not to pass these bills,

Most sincerely,
I ﬂA’i; 0/%@41

Gottfried C. Reck
Vice-President
STEINER ORGANS, INC.

GCR/lw
Enclosure
c¢: Hon, Romano Maszold

2246 Rayburn Building
Washington, DC 20515
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LIST OF AMERICAN ORGANBUILDERS

Abbott and Sieker

C. F. Adams
Aeolian-Skinner

James F. Akright
Andover Orgar Co., Inc.
Philip A. Beaudry & Co,
Gene R. Bedient Co.
Berkshire Organ Co., Inc.
Joseph E. Blanton
Richard L. Bond
Bozeman-Gibson and Company
John Brombaugh & Assoc.
Juseph Chapline

Kenneth Coulter

Jeremy Cooper

Jan van Daalen

Lynn A. Dobson

C. B. Fisk, Inc,

Rubin Frels

Steuart Goodwin & Co.
Paul Gunzelman

Richard Hamar
Hartman-Beaty Organ Co.
Harvey & Zimmer
Hendrickson Organ Co., Inc.
Otto Hofmann

Hollender Organ Co.

The Holtkamp Organ Co.
Kinzey-Angerstein Organ Co.
Dewey W. Layton

Lewis & Hitohcock
Michael Loris

McManis Organs, Inc.

M. P. Moller

A, David Moore & Co.

The Noack Crgan Co., Inc.
Edwin Alau Ohl

Olympic Organ Builders
Martin Ott

George L. Payne
Lawrence Phelps and Assoc.
Daniel F. Pilzecker & Co,
Roy Redman

Reuter Organ Co.

Continued.....

Los Angeles, California 90025
New York, New York 10014
Randolph, Massachusetts
Baltimore, Maryland 21217
Methuen, Massachusetts 01844
Lowell, Massachusetts 01851
Lincoln, Nebraska 68508

West Springfield, Massachusetts 01089

Albany, Texas 76430

California

Deerfield, New Hampshire 03037
Eugene, Oregon 97401
Philadelphia, Pennsylvania 19119
Eugene, Oregon 97405

Concord, New Hampshire 03301
Minneapolis, Minnesota 55427
Lake City, Iowa 51449
Gloucester, Massachusetts 01930
Victoria, Texas 77901
Redlands, California
Washington, DC

Collinsville, Connecticut 06022
Englewood, New Jersey

Dallas, Texas

St. Peter, Minnesota 56082
Austin Texas 78704

Fresno, California

Cleveland, Ohio 44109
Wrentham, Massachusetts 02093
Florence, Colorado 81226
Silver Spring, Maryland 20910
Barre, Vermont

Kansas City, Kansas 66104
Hagorstown, Maryland 21740
North Pomfret, Vermont 05053
Georgetown, Massachusetts 01833
Warrington, Pennsylvania 18976
Seattle, Washington 98109

St. Louis, Missouri 63124
Richmond, Virginia

Erie, Pennsylvania 16512
Toledo, Ohio 42609

Fort Worth, Texas 76105
Lawrence, Kansas 66044
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List of American Organbuilders - Continued

Roche Organ Company, Inc.
Roderer Organ Company
Chatles M. Ruggles
Norgish Ryan

St. Thorhas Organ Company
Schlicker Organ Co., Inc.
Robert L. Sipe, Inc.

Sipe- Yarbrough

Steiner Organs, Inc.

Stuart Organ Company
Michael Hartman Swinger
Visser-Rowland Associates
Ronald Wahl

Charles R. Ward

Wicks Organ Co.

W. Zimmer & Sons, Inc.

Taunton, Massachusetts 02780
Evenston, Illinois

Cleveland, Ohio

Winston-Salem, North Carolina
Gardner, Massachusetts 01440
Buffalo, New York 14217
Dallas, Texas 72531

Dallas, Texas

Louisville, Kentucky 40203
Springfield, Massachusetts 01100
Caroll, Ohio 43112

Houston, Texas 77055
Appleton, Wisconain 54911
Berea, Kentucky

Highland, Ilincis 62249
Charlotte, North Carolina 28207
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MANUEL ROSALES AND ASSOCIATES - ORGAN BUFLDERSi‘

160 NORTH GLENDALE BOULEVARD * LOS ANGELES, CALIFORNIA 90028 « (213)662-3222

FEBRUARY 5, 1980

COMMITTEE ON FIN
DIRKSEN SENATE 0#5 £ Buunms
WASHINGTON,

MR, MICHAEL STERN, STAFF D:R5g9n

DEAR MR, STERN:

IT HAS RECENTLY BEEN BROYGHT TO OUR ATTENTION mar m "rnlvus' BILLS
ARE BEING CONSIDERPED BY CONGRESS (H.R, 3 7} H ¥OULD
EXEMPT OHIO WESLEYAN UNIVERSITY AND SAINT AUL 5 CHURCH m lvsasms,
CONNECTICUT FROM PAYING IMPORT DUTIES ON THE LARGE MECHANICAL-ACTION
ORGANS WHICH THEY HAVE RECENTLY PURCHASED FROM EUROPEAN FIRMS,

THE ARGUMENTS THAT HAVE BEEN MADE IN FAVOR OF THESE BILLS, THAT AMER-
1CAN ORGANBUILDERS CANNOT PRODUCE kansagnonsms OF THE HIGHEST QUALITY
WITH REASONABLE DELIVERY TIMES IS 1 AM ENCLOSING A LIST OF
BUILDERS WHO COULD HAVE PRODUCED THESE INSTRUMENTS. AM ACQUANTED
WITH GERHARD HRADETZKY, THE BUILDER OF THE CONNECTICUT ORGAN, AND |
KNOW THAT HE HAD NEVER BEFORE BUILT AN ORGAN AS LARGE AS THE ONE IN
xUESTIONr IT MAKES NO SENSE FOR AN AMERICAN INSTITUTION TO TRUST AN

USTRIAN FIRM WITH LESS EXPERIENCE THAN SEVERAL AMERICAN COMPANIES
WHICH COULD EASILY AND WILLINGLY PRODUCE AN ORGAN OF HIGHER OR EQUAL
QUALITY, EVER, SINCE THESE INSTITUTIONS DECIDED TO PURCHASE FOREIGN
INSTRUMENTS, THEY SHOULD PAY THE PROPER DUTIES.

MOST AMERICAN ORGAN COMPANIES PURCWASE SMALL PARTS FROM EUROPEAN-SUPPLY
HOUSES, HEY ARE THE LARGEST IN THE WORLD, AND MANUFACTURE MANY ITEMS
POT MADE IN THIS COUNTRY,) EACH TIME WE RECEIVE A SHIPMENT, WE PAY
DUTY, IF THESE BILLS ARE PASSED, WILL WE BE A3LE TO IMPORT PARTS
DUTY-FREE IN THE FUTURE ON THE GROUNDS TRAT THE AMERICAN SUPPLY MOUSES
DO NOT MAKE THESE PARTS AND THEIR DELIVERY TIME 18 TOO LONG?

PLEASE DO _NOT ALLﬂ THESE BILLS TO PASS. [T WOULD BE A LARGE SYEP
ge'c(iﬂkl. ARD FOR THE AMERICAN ORGANBUILDING COMMUNITY AND FAIR TRADE IN

new organs, restoration, rebuilding. service

$9-253 0 - 80 - 19
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ASSOCIATED PIPE ORGAN BUILDERS OF AMERICA



Builders that have constructed organs of 30 renks and lerger during the past 5 years.

Asgorr [ SIEKER ORGANBUILDERS
7 PONTIUS A
Los ANGELES, CA
ANDOVER ORGAN COMPANY, INC.
P, 0. Box 36
METHUEN, MASs, 01844y
OZEMAN-GIBSON AND COMPANY, INC.
DeerF1ELD, N.H. 03037

H Enonsauen & Assoc., INc.
EUGENE, geeson 97401

2800 AeD e RE LaKke RoAD
MINNEAPOLIS, HINNFSOTA 55427

C. 8. Fisk, INC.

. 0. Box 28
GLOUCESTER, MAss. 01930

BIN S. F
387 NORTH VlNE STREga
VICTORIA, TEXAS 1
HENDR ICKSON_ORGAN COMPANY, INC.
1 NORTH STH STREET
ST. PETER, MINNESOTA 56082
%TTO HOFMANN

10 CARDINAL LANE
Ausrlu, TeExAs 78704

LTKAHP ORGAN COMPANY
9 YER AVENUE
CLevsLAnn, OHIO 44109
THE NOACK ORGAN COMPANY, INC.
MAIN AND SCHOOL rnserg
GEORGETOWN, MASs. 01833
ig}& ﬁxsn ORGAN Co., INC,
ILITARY R
BUFFALo. EW Yonx 14217
ar L, SIPE. INC,

FENTON DRy
ALLAs. TEXAS 72531

I af

T .
LOUISVILLE, KENTUCKY 40203

%IMHER & SoN, INc,
CMARLBrTE, Mz CaroLINA 28209

%EWT i :Dt‘) REET
Los GELES; 505?
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McMANIS ORGANS, Inc.
TELEPHONE: (913) 321-0008 TENTHA&%YGMFIELD
’ ' 66104

Feb, &, 1980

Mr. Nichaal Stern, Steff Director,
Comnittes on Finsace,Boem 2227,
Dirkeen Senate Office Bldg.
Waskington, D.C. 20510

Desr Mr. Stern::

Purpose of this letter fs to protest passsge of bille
KR 3755 end R 3317 which would exempt two privete imetitu-
tions, Ohio Wesleysn University of Delavere, Ohio, snd
8t. Pawl'e Bpiscopel Church, Riverside, Conn., frow psyisg
import duties on their lexge Europesn tracker organs.

- As & memder of the Associeted Pipe Orgen Buildere of
Americe, the American Institute of Orgenduilders end pree~
ident of thie firm I object etrongly to the psnding exespe
tion for these reseonst

1. At lesst & dosen Americon orgenbuilders sre cepsdie of
duilding noteworthy inetruments of the calidre desired,with
the obviows benefits to our Americen economy end balenmce of
trade probless, ond

2. Ia folling to protect Americen orgenbuilders with right-
fully imposed import dwty the Tressury loses $29,750 in
toxes st o time whea it needs sll the tex dollsrs it cen get.

Presumedbly MR 3317 has psesed the Nouse Committes by
voice vote dut 1s now pendiag before the Senste Sudcommittee on
Internstionsl Trede of the FINANCE CUMMITTRE.

1 strongly urge that the Congress encourege rsther than
destroy o climote of grewth in o competitive cnviroament
for its outetendiag Americen orgsnbuilders.

Best wishes to you ené your Committeee im their deliberstions.
S$iacytely yours,
Chorles W. McMonis, President

McManie Orgons, Ihe.

cec: Senstor Rodert Dole
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CHARLES M. RUGGLES
PIPE ORGAN BUIHLDER

3028 Fairmount Bivd., Clevelsnd, Ohlo 44118

Pebrusry 6, 1980

¥r. Micheel Stern, Ste(f Director
Coxmittee on Pinence

Room 2227

Oirksen Senste Office Building
Wsshington, DC 20510

Desr Mr. Stern:

I have recently become awere of two "private" bills being
consldered by the U,3. Congress which hove direct bearing on the
Americsn orgsn-bullding industry. These are bills H.R. 3755 end
H.R. 3717 to exempt two private institutions, Ohio Wesleysn Uni-
versity, Delawsrs, OA, and St. Psul's Episcopel Church, Riverside,
CT, from paying import dutles on their lsrge European trecker organs
plus components (builders Klais end Hradetzky respectively).

The srguments for these billls run generally as followss large
trscker orgsne of the highest quality are not availsable from the
American builders, end even if one or two compenies ere sble, the
weiting period is so long aes to be prohibitive for prospective
buyers, Purther, as "private" bllls, they sre "one-time" propo-
sitions for particulsr rellef of pertioculsr institutions.

The allegstion that lerge, qurlity instruxents sre not avail-
abdble from American organ-duilders is simply not true. I have en-
closed o 1ist froa The T () A s oompiled
#nd edited by Uwe Pape, «10-1, of firas 11ding
trecker organs in Cenads #nd the United States., While I have not
hesrd or played organs by sll of these builders, I cen vouch from
personsl experience for the high quality of the instruments built
by et lesst twenty of the American bullders. Many of these duilders
are constructing orgsns of much higher quality than the two firas
Klais snd Hredeteky. There are five duilders in Ohlo glone, who
night heve been considered to build the Ohlo Wesleyan Univereity
organ, (See the enclosed 1ist) To the best of ay knowledge none
of them were contacted.

Not all of the bduildere hsve waiting periods which would de
considered "prohibitive® by any standards., In this business it
18 normal to expect n vii~tng period of one to four years, I know
two Americen builders ;-r~-13lly who have wailting periods of four

Tracker Action Organs ‘ Restorations
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yesrs or more. However, most of the others with whom I have spoken
have weiting periods of one to three yesrs. Most of the Europesn
builders heve wsiting periods of st least eighteen months.

1 do not object to institutions in this country buying imported
products, This 18 a free country and we ought to be sble to purchase
equipment from whatever source we mey desire, I import certsin perts
for orgsn building, ss do msny other American bdullders. We all pey
import duty on these perts.

} I feel that 1t is to allow certain organizations to pur-
chsse imported organs duty-free, simply because of the false clsinm
that lerge tracker orgsns of the highest quality are not svalleble
from Americen bullders, snd that delivery times are prchibitive., It
is important to me that Congress hesr from our alresdy quite outstand-
ing tracker orgsn-building industry, so that a climate of encoursge-
ment and growth in a competitive environment will dbe secured for
the future, We shoul Ty to support our Americsn economy by encour-
aging our own builders, rather thsn promoting more imports, #ith
the pesasage of these bills, who 1s willing to quarantee absolutely
that further bills of this sort will not be requested by many more
institutions, both psst snd future?

I hope that you will give this matter serious thought before
you constder encouraging Americans to buy foreign orgens instead of
domestic ones. Perhaps the low import duties on foreign eutomobiles
snd stesl have csused the American industries to be unable to compete
with foreign prices, resulting in layoffs, unemployment snd & slump
in our economy. I suggest we support our own economy. .

Sincerely yours,

Chalis WA

Charles M. Ruggles

+ AMdf Regy

Richard L. Ruggles, partner
©c. Riblcoff .
Talmsdge
Byrd
Gravell
Moyaihen
Bsuocus

Cheffee
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Opus Lists of Ameri

1ad Canadisa Orgaobuik

Opus Lists of American and Canadian
Organbuilders

The Opus Lists of American and Canadian or gunbuilders contain information - a3 moch
as the would release - sbout all organs instatied in the USA with stider-chests and
mechanical key-action. Organs with other types of chests or those with all-electric action
such as electropneumatic key-action, and instruments irstalied outside the USA, for
¢u@hn€amdno|£umpe are not contained in the following list.

of the tist and the abbreviations used are the same as in Part I1. The
m&rntelemdlolbﬂnuod\muolhnll
The foliowing firms aze known to build mechanical organs:

Abbott and Sieker Los Angeles, California 9002S
C. F. Adams New York, New York 10014
Acolian-Skinner Randolph, Massachasetts
James F. Akright Baltimore, Maryland 21217
Andover Osgan Co., Inc, Methoen, Massachusetis 01844
Philip A. Beaudry & Co. Lowell, Massachusetts 01851
Geoe R. Bediemt Co. Lincoln, Nebraska 68508
Berkshire Organ Co., Inc. West Springfield, Massachusetts 01089
Joseph E. Blanton Albany, Texas 76430
Richard L. Bond California
B -Gibson and Company Deeifield, New Hampshire 03037
John Brombaugh & Assoc. Eugene, Orepn 97401
Castvant Fréires St. Hyacinthe, Quebec, Canada
Joseph Chapline Philadelphia. Penns)dvlnh 19119
Keaneth Coulter Eugene, Oregon 97405
Jeremy Cooper Coacord, New Hampshire 03301
Jan van Daalen Minncapontis, Minnesota 55427
Lyna A. Dobson Lake City, lowa 51449 Scandord
C. B. Fisk, Inc. Gloucester, Massachusetts 01930 Resideace of Don wed 5ill Keuth
Rubin Frels Victoria, Texss 77901 Abbo ead Sicker, 1975
Steuart Goodwin & Co. Redlands, California
Paul Gunzelman Washinglon, D. C.
Richard Hamar Collinsville, Connecticut 06022
Hartman-Beaty Orgaa Co. Englewood, New Jersey
& Zimmer Dailas. Texas

Hendrickson Organ Co. Inc St. Peter, Mianesota 56082
Otto Hofmann Austin, Texas 78704
Hollender Organ Co. Fresno, California

~» The Holtkamp Organ Company Cleveiand, Ohio 44109

-Angersiein Organ Co. Wrentham, Massachusetts 02093

Gabdriel Kaey & Co. London, Ontaric NSW 422, Cansda
Dewey W. Layton Floreace, Colorado 81226
Lewis & Hitchoock Sitver Spring, Marytand 20910
Miclsel Loris Barre, Vermont
McManis Organs, Inc. Kansas City, Kansas 66104
M. P, Mdlter Hagensown, Maryland 21740
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A. David Moore & Co. North Pomirer, Vermoot 05053
The Nosck Organ Co., Iac. Mamachusetts 01833
Edwin Alsn Obl Wi 10976
Otympic Organ Builders ;Searde, Washington 98109
in Ot St. Louis, Missowri 63124
ol LW Ass. hmx&'l“ﬂ
3 Daniel F. Pilzecker & Co. Toledo, Ohio 43609
Roy Redman Forth Worth, Texas 76108
Reuter Organ Co. Lawrence, Kansts 66044
Roche Organ Compeny, lnc. Tauaton, Massachusetes 02780
Orgaa Company Evenston, 1llinois
— Charles M. Ruggies Cleveland, Obio
Norman Rysa Winsto-Salem, North Carolins 27108
St. Thomas Organ Company Gardner, Massachusetts 01440
Schlicker Orgaa Co., Inc. Buffalo, New York 14217,
Robert L. Sipe, Inc. Dallas, Texss 72531
Sipe-Yarbrough Dallss, Texm
Steiner Organs, Inc. Loaisville,
Stuart Organ Company Massachusetts 01100
—> Michael Hartman Swinger Caroll, Ohio 43112
Visser-Rowland Associates Howuston, Texas 77055
Ronald Wahl Appieton, Wiscomsia $4911
Charles R. Ward Beres,
Wicks Orgaa Co. Highland, IMinois 62249
Kar! Wilhelm, Inc Moat $2. Hilaire, Quebec )30 456, Canada
Helimuh Wolff Laval, Quebec H7E 4P4, Canada
W. Zimmer & Sous, Inc. Charlotte, North Carobias 28207
= Jea 6.2 Leek Oharlin Olis WYNYY

Some of the organs histed undes the name of Americas organbuilders were built entirely by
A. Laumsurr,
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310 Nesches Streee Pictsbusgh, Penasyivanis 15211 Phome: 431-7508

Peb. 10, 1980

Mr, Michael Stern, Staff Director
Senjite Comaittes on Finance
Washington, D.C. 21510

Dear Mr. Stern,

It has e to my attention that there are two
bills, 755 and 3317 being introduced into
Congress that will allow pipe or"u to imported
into this coun duty free. I feel that this would
:;oa uﬂo\u’:il ‘:; ;‘ has been &s{ng by those

are impo: 56 Organs o orgsns
required emnocngo obe:igod from domestic organ builders.

This ie not the case. There are at least six major
organ builders and most likely ten to fifteen of the
"uoqui“o‘d duilders that could dbuild any kind of pips organ
r ode

Please register opposition to the passage of these
%ille with your .Yco-iteu. "

Thank you for your attention in this matter, I remain,

Yowrs truly,

it A



- SHOP: 1612} 781-2332
CLARENCE GOULD: 1612} 633-3008
STEVE LETHERT: 612} 6339810

3.R. Gould and Sons, Inc.

v PIPE ORGAN BUILOERS / 3820 FOSS ROAD / MINNEAPOLIS, MINNESOTA 55421

Cory

Pebruary 9, 9980
Senator Dave Durenberger

Dear Senator Durenberger:

I am writing to you to ask you to consider votilig against
biiis H.R. 3735 And H.R., 3317. :

These bills favor the foreigner and give the tax paying
hardvorking middelcalss american another kick in the face.
A mx brake for the American people would be nice for

a ¢ -1 1)

9incerely,

Clarence h, Gould

owG/eg

Manufacturer’s Representative of M. P. Méller, Incorporated
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A Quarterly for Those with a Serions Interest in the Organ L0 [~

ART#: ORGAN

POST OFFICE DOX 878, ALBANY, TEXAS 7649

eoirons:

Joserw €. BuLANTON 10 February 1980
POSY OFFICE BOX 204

ALBANY, TEXAD 76450 -

geossa b, Bozewan, ;. COMMittee on Finance

8 HARLE AVENUE United States Semate
Axooven, Mass.enie /o Mr, Michael Stern, Staff Director
TrHoMAS McBeTH Washington, D.C. 20510

118 aPRVCE STREXY

PRINCETON, N.J. ssn Ga‘tlm:

It has come to my attention that two priwste bills, H.R.3317 end
R.R.3755, are now in your committee for consideration. I am informed that these
bills provide for the exemption from customs duties of two organs to be imported
from Burope, such exemption being on the claim of the importers that the organs
required cannot be obtained from any domestic organ builder.

I can testify unequivocally that there is no type of pipe organ built by
foreign builders which cannot be built as well by organbuilders in the United
States. The passage into law of these bills would not only set a dangerous and
pernicious precedent but also would reward the importers for contributing to
this contry's current unfavorable balance of trade,

My qualifications as an "expert witness" are: I have conducted research on the
subject of pipe organs for twenty-five years; I am the author of THE ORGAN IN
CHURCH DESIGN (1957) and THE REVIVAL OF THE ORGAN CASE (c1965), both of which
books are in many libraries abroad as well as throughout the United States; I was
senior editor of the quarterly magazine, "Art of the Organ' (no.longer published
due to inflation and exorbitant postal rates); I have built in my own shop two
experimental pipe organs; I have been invited to address the coming Congress of
the International Society of Organbuilders which is to meet in the United States
and Mexico for its first meeting outside of Burope in the existence of that
highly respect professional organization. :

&spectﬁxlly urge your committee not to report these bills favorably to the
te.

Sincerely yours,

SV

Joseph E. Blanton

EN



The

Uﬂ 1 V(')e;: S1 t_}’ *ﬁ- -l')_ STORRS, CONNECYICUT 06268
Connectic% @ ° O bomant o/ s

82 ¥Willowbrook Road
Storrs, Coan. 06268
29 January 1980

Senator Abrahaa Ribicoff
United States Senate
Yashington, D. C. 20510

Dear Senator Ribicoffs

I am writing to you in my capacity as University Organist at the
University of Connecticut and Director of Music at St. Mark's Chapel.
It has come to sy attention that St. Paul's Episcopal Chucch in River-
side, Conn. has a bill befors your comaittee [nux # H. R, 5755]
in which they are attempting to avoid the paysent of import duty on
their SO tapioutmwagssy It is pot trus that they could not
have purchased as fine an instrument in this country. 4s a matter of
fact the Americen organ builders compare in quality with any in the
world, If import duty was of such consequence, why did they not buy
an organ from an American duilder. Why should they object to a
mere 2% duty when, it is sy understanding, our own organ builders
must pay 1% duty vhen they export to Austria. I ses no reason why
this church should be granted special privileges. The same reasoning
sppltes to [ 212 # 8. R 3317] vhich 10 o like instance coming from
Ohio Weslyan University.

I understand that these messures are coaing before the Senate
on February 5th and I can only hope that you will vote sppropriately
so that all institutions in our country will pay the ssme import duty.
Thank you for your consideration. I am a long time sdairer of your
outstanding record in our state and nation.

‘(t..ws A ?‘”'Jl \ﬁ«w«./

Virginis H. Eerrsanon °
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TESTIMONY
oF
‘ EUGENE A. MARCH, CHAIRMAN
TOOL AND STAINLESS STEEL INDUSTRY COMMITTEE ADVISORY CCMMITTEE
BEFORE '
THE
SENATE FINANCE COMMITTEE.SUBCOMMITTEE ON INTERNATIONAL TRADE
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\ My name is Eugene A. March, and I am a gfoup vice
president of Colt Industries and chairman of the Advisory
Committee for the Tool and Stainless Steel Industry Committee,
a; association of America's major specialty steel producers. I
wish to testify in opposition to H.R. 2535, the duty suspension
bill on chipper knife steel. _

My opposition, and the opposition of the specialty
steel incustry, to H.R. 2535 rests on the proposition that a
duty suspension on individual speel products, like chipper
knife steel, is an attack on the specialty steel industry of
the United States. Indeed, duty suspension bills on 1ndividual
steel products weaken the competitiveness of the United States

steel industry in general.

Por thcse unfamiliar with chipper knife steel, it is
a speoclalty steel used to make 1qdustr1a1 knives known as
"chipper knives". These industrial knives are used to process

"wood in the production of paper and a lumber of products.

Any specialty steel compahy is capable of producing
this fundamental alloy steel pfoduet.. Presently, only one U.S.
specialty steel producer, Guterl in Lockport, New York, produces
‘chipper knife steel. Yet only a decade ago, there were three
American producers of this steel product. Two of them, Bethlohgn
and Cy¢lops, have discontinued production on ohipper knife

steel because of the strain of foreign competition.
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Guterl serves a substantial portion of the domestic
market for this steel. Guterl has served domestic consumers
well by expanding fts producéion better than five times sirce
“~"1977. During this period, Guterl's cost for the proQuotion o( .
this product has increaseq with i{nflation; yet, their prices
have remained relatively stable.
The American specialty steel industry, lsvtechnologlcally
competitive. It is, as a consequence, eapaleror c&mpetlng on
_ fair terms with any §pecia1zy steel producer in the world.
'?_~§u§p§nsiqn of the duty on this steel product would radically
alter .the terms of combetitlon on this product and provide
foreign producers of this product a distinct advantage. On
.behalf of the specialty steel {ndustry of the United States, I
urge you to reject H.R. 2535, and in so doing, afford the specialty
stee]l industry a c¢hance tg retain its capacity to product a

wide variety of products for domestic and {nternational consumers.

Thank you.



) February 29, 1980

Chairman Harry P. Byrd

Senate Finance

Taxation and Dept. Management
Subcommittee

2221 DSOB

Washington, D.C.

Dear Senator Byrd:

We understand that your subcommittee is considering 81900, a
bill to amend the International Revenue Code of 1954 with
regspect to the treatment of casualty losses in the cases of
fruit and nut trees. e

Western Growers Association strongly supports this legislation.
We request that this statement be made a part of the hearing
record. b

Thank you for yourlgonsideration of this most important matter.

Sincerely,

“oms &, e —

Thomas A. Hammer -
Western Growers Association-
Washington Representative
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WESTERN GROWERS ASSOCIATION

$1900 -~ A Bill to Amend the International Revenue Code of 1954

wIth Respect to the Treatment of Casualty Losses in the
Cases of gruIt and Nut Trees.

Western Growers Association is a trade association which represents
grg::rc ;nd shippers of fresh fruit and vegetables in Axizona and
California.

Among the 1600 members are citrus growers in both states, as well
as growers of many other fruit and nut crops.

The fact that the heavy rain and high waters of the past few weeks
did not cause permanent damage to trees, only serves to point up
the constant threat of natural disaster that hangs over farmers.
This near miss threatened thousands of acres of tree crops in both
Arizona and California, most of them mature groves, particularly
in the Ventura County area of California.

Only a few more inches of high water could have breached levees
with a resulting flood sweeping through citrus groves in the area.

Western Growers Association strongly supports 81900, a bill allowing
fruit and nut producers a tax deduction for a casualty loss incurred
to nut and fruit trees. Such a deduction will be equal to their

- "fair market value® on the date on which this loss occurred. Cur-
rently, the tax laws allow a person who suffers a casualty loss

to deduct the loss from the current years' income; but, the deduc-
tion is limited to the lesser of the "fair market value™ of the
items destroyed or the persons "basis® in such property. Generally
no basis is acquired in fruit and nut trees other than the initial
‘planting cost. This cost is often minimal because the trees were
planted by the individual grower many years earlier. As a result,
the basis or book value may approach zero. Additionaly, the grower
may have chosen to "capitalize" his grove and after taking the al-
lowable depreciation the book value may be zero.

Also 81900 would permit an individual to carry back the excess loss
deduction ten years and if necessary he could carry the loss forward
an additional four years in the event that the tax payers. loss were
greater than his income for the loss year. Liberlizing the carry-

- back and carry-forward provisions of the tax code would allow the

* fruit and nut producer who experienced the loss to be able to gen-
erate a "pool of capital” by means of tax refunds which would enable
the grower who suffered the economic loss caused by a disaster to
get back on his feet and reestablish his grove.

Western Growers Association recognized that 81900 would make a special
excaption to the Internal Revenue Code in the case of casualty losses
to fruit or nut trees. However, due to the unigue situation regard-
ing nut and fruit production, we believe that such consideration

are entirely justified. As we stated earlier, there is enormous

59-253 0 ~ 80 - 20
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lcapital investment in such trees. There is no insurance available.
It takes, in most cases, many years to nurture the trees into prod-
uction. Many times trees planted years ago, have a basis or book
value equal to zero.

Natural disasters such as hurricanes, floods, or heavy rains can
destroy in a matter of hours what it has taken years to develop
into productive groves. FPor these reasons, Western Growers Associ-
ation feels that the provisions in 81900 are well justified. Nut
and fruit producers operate under enormous risk, The passage of
81900 would go a long way toward resolving one of the major risks
and enable a producer to replant his groves after a disaster, and

- thus continue to provide high quality and reasonably priced produce .
to the consumer.

Thank you for your consideration of this important matter. We
urge your adoption of 81900.
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GLOBE senwy Dusen « 0L008-0% 02,

Janvary 29, 1980

The Honorable Walter D. Buddleston . o 9‘ :
Dirksen Senate Qffice Building 371
Washington, DC 20310

- Dear Senator Huddleston:

This 1s written to ask your support for Globe-Union Ise.
and the lead consuming industry f{n legislative efforts to .
repair & dameging increase in the rate ot dur.y on_unwrought )
lead “gortc (TSUSA 626 0350). "

e

Effective January 1, 1980, as a resuit of changes nego-

tiated in the “Tokyo Round" of 'multilateral trads negotiations, -

the duty on unwrought lead was converted from the specific .

rate of duty of 1,0625 cents per pound to an &d valorem rate.

Unfortunately for lead consumers, the price of lead rosa pre- -
_eipitously from approximately 21¢ to over 60 cents per pound,

The application of sn ad valores rate to so price sensitive a

commodity 19 a severe blow to consumers of lud.

On December 11, 1979, Cougressman Frensel introd:eod
JR6089 which would delay the conversion of the rates of duty
on lead until January 1, 1982. On the same day, Senator 7
Melson, in a colloquy with Senator Long, indicated his support
for a change which would provide relief from the excessive in-
crease. We expect a Senate bill similar to the House bill will
be offered early in the Senate session.

Globe-Union is a significant consumer of lead, with a
battery manufacturing plant in your district. We ask that
you contact the office of Congressman Frenzel and/or Senator
Meleon for their vievs on this issue. We are confideat that
you will support legislative actions which will be taken to
retura the duty on legd to a fair and equitable level.

Sincérely,
Piant Nanager

GLOBE-IMION INC,

uu FEAN VALLEY ROAD » LOUIVDLLI. KENTUCKY 40213
RALAS Rissvenies / N

/7 GLOBE BATTEA



December 28, 1979

The Honorsble Walter D. Huddleston
U. S, Senate
Washington, D.C. 20810

. Dear Senator Huddieston:

Barring & sudden romn of plans, the tariff on imports of Umwought Tead
will riun:? January 1 by nppmmmy' one cent per pound, to sbout double the
current rate,

This s the uninundd result of & change in the ny 1n which the tariff is
calculated. In the recent Tokyo round of tariff negotfations, tbc United States
Trade Representative (STR) decided to change the mmt lead tariff of 1.0625¢ per -
pound to an “ad valores™ tariff. This was ori Mlly set at 4.0 percent in the
expectation that 1t would de a tariff reduction. 1In tht cour“ of bdilatera)
mot‘lmm ulth nuico. tMl has baen funhr redur.od to 3.5 percent. But with

mmr:'m! *'r"rimxnm: .

mls radlcn uriff increase will aoffect not only the lead industry. but
ultiaste -’y he Amerfcan coniuser, on whom the total adverse impact will exceed
thirty sillion dollars mally. This 1s hardly the kind of "tariff reduction®
. mmomd in the Tokyo round - :
Efforts to p-'sum the STR to reduce the lead tariff to a more reasonable
Tevel proved unavaili Accordi y. c ressmen Frenzell, Gibbons, Moore and
Vento ntroduced H.R. esder 11, On the same day Semators
Long and Nelgon made clewr on ttn Semu ﬂoor that this effort would receive early
Senate action next year. {Ses attached Congressional Record excerpts.)

As your constituents, we strongly urge you to support this legislation and
would very much appreciate having your vuvs on tMs fssve.

smmly yours,

//ﬂi&l\

Alan Noble

Richmond, Kentucky
Attacheent ‘
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WASHINGTON, PENNSYLVANIA 18301 .
(e12) 222-4000 > Conpeny
.
BINNETT SACK Pebruary 14, 1980 .
PRESIDENY

The Ronoradble Russell B. Long
217 Russell Senate Office Bldg.'
Washington, D.C. 20510

Dear Senator long:

1 have just read the statenents made to the Senate Finance
Cosaittee on February 5 by representatives of Bethlehem Steel Corporation
snd Guterl Specisl Steel Corporstion, both of whom expressed opposition to
H.R. 2535, & bill to suspend the duty on chipper knife steel, 1 hope you
vill be interested in Jessop's viev of this bill,

Unt{l the early 1970's Jessop Steel produced chipper knife
grades at {ts steel mill in Vashington, Ps, Because of intensive price
cutting from foreign producers Jessop stopped msking and selling chipper
knife steel at that time, since it was no longer adle to sell at a profit.

During the last three years Jessop has msde & multi-million
dollar investment in facilities. We have recently determined that s portion
of this new equipment is capable of making chipper knife steel by & differ-
ent process than we formerly used. Ve have taken trisl orders from tvo
domestic users of chipper knife steel, at a selling price comparadle fo
i{sported steel, in order to verify our capadility to produce this product.
At this price ve expect the trisl orders to result in breakeven performance.

We are willing to entertein a certain smount of bdusiness at
breakeven today because 9.4% of our unfon work force of 670 was on layoff
last week, We prefer to have these men working st breskeven, rather than
run the risk of persanently losing sowe highly skilled steelworkers. 1In
the long run, however, if our customers are satisfied with Jessop's chipper
knife steel, we must sell at & profit. Our policy in this regard is simple.
1f we break even or better, we will produce; 1f ve must sell at a loss we
vill get out of the business.

Suspension of the duty on chipper knife steel as proposed by
H.R. 2535, vill almost certainly have the effect of eliminating Jessop as
s born-again supplier of chipper knife steel. Neither we nor our workers
wvant to sea that happen. I therefors urge you to vote sgainst H.R. 2535 4n
the interests of our participstion in this business, the incressed employment
it will generate in Southwestern Pennsylvanis, snd the opportunity it will
provide for Jessop to earn some money with vhich to continue moderniszing ite
facilities in order to sssure our long-ters survival, .

Sincerely, °

att Sack

-

BS/pe .
PLANTS AnD BEAVICE CIMTEAS: CHICASO - DLTACIT « NOUSTON ¢ LOB ANGELES - OWENSBONO, KY, « PHILADELPHIA - WABMING TON, PA,
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VISSER-ROWLAND ASSOCIATES

ORGANBUILDERS L INCORPORATED
&4 2033 JOHANNA

SUITE B

HOUSTON, TEXAS

29 February 1980 77055 USA

: 713 / 688-7346 “
Senator Russell B. Long, Chafrman
Senate Committee on Finance
2227 Dirksen Buildi
Washington, D.C. 20510

Dear Senator Long:

Two private bills, HR 3317 and HR 3755, are now pending action in your
comittee. These bills provide for the relief of customs duty from g(lr-
organs purchased from European firms for private institutions, s ¢chu

in one case, and Ohio Wesleyan U. in the other. :

Our fndustry strongly objects to this relief. Contrary to prior testimony,
there has been a very viable, albeft stmgg‘ling pipe-organbyilding industry

in this country since days before the 1776 Revolution. Since the mid '60's,
we have been equalling qualfty available from furope, and now there is
absolutely no question that most of us builders sun(ms it by & great margin.
¥hile some of us do have retatively 1 «Hnas attesting to our qualityt),
some of us can compete for s;@xd of delivery with the Europeans.

Much of the testimony for puur of these two bills 1n the House Report on
Miscellaneous Trade and Tariff Bills of 27 July is misleading, exaggerated,
or downright false. 1 hesitate to enumerate exactly which is false, as it
would require the virtual quoting of half the testimony and refuting each

piece in turn, However, I certainly stand reidy to do this 1f you request.

Unfortunately, our industry s not rich enough to permit many, 1f any of us
to come to Washington to mti:n Indeed, we 1earned of the deadline for
doin’ $0 only two days before date! It appears to most of us that we
are "getting the short end of the stick" and we urge you to do what you can
to stop the passage of these bills, as they have no just basis. .

Further, some parts of organs are manufactured only in Germany, and we have

to pay duty on these items for our own domestic production. It seems doubly
unjust, then, that others should be able to get complete fnstruments duty-free.
The organ industry 1n this country very much needs the protection of duty on
complete imported organs, snd more, -

Your attention to these matters will be very much appreciated by a growing
number of excellent American craftsmen and small businesses! .

stncgrely, . Photocopies: Each Sen. Fin, Com, member :
i L s
[ 3
. # Acrliia The President of the United States
] Jan Rowland, Vice {dent

Mimbe: inemarions] Sociefy of O LR S W gan TUTS R lv o sSle SYE e $3
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- BERKSHIRE ORGAN COMPANY s

60 BOUTH BOULEVARD + WEST SPRINGFIELD * MASSACHUSETTS « 01089 « (413) 7343311

| ‘ o) Bipe Orgon Aochisocts & Builder
l T DAVIO W, COSSWELL  faootoue sus +athe 0essie
&gf l.'!'ll)ﬂﬂﬂ." mmo-u\::ﬂ“

March 10, 1980

Senator Russeil B, Long, Chairman
Senate Committee on Finance

2227 Dirksen Building

Washington, D.C, 20510

Dear Senator Long,

We are much concerned about two private bills, HR3317 and HR 375S which we under-
stand await action by your committee, These bills would excuse customs duty on two pipe
organs being purchased from German and Austrian firms by Ohfo Wesleyan University and
& church in Connecticut.

- We have read the testimony given ia support of these bills and find it untrue and mis-
leading. The statements made by Thomas B, Wenzlau, President of Ohlo Wesleyan Univ-
ersity and The Honorsble Samuel L, Devine, Representative of Ohfo may contain outright
les that are not even arguable. The specifications for the organ laid down by Ohjo Wes-
leyan are completely obtainable in the highest degree of quality in the world by a number
of American organ builders here in the United States and they are also available at rea-
sonable delivery times and are more than competitive with any Buropeansource. There
is absolutely no legitimate reason whatever for anyone fn this country to buy organs else~
where- for artlstic, musical, functional, reljability, durabilty oxr ecomomic - all of which
features can be achieved in a superfor way in this country by at least a dozen builders and
within the same (ime frame.

Further, the artisap organbuilding industry in this country is hard pressed to main-
tain ftself because of lack of state or government controls upon organbuilders. The Amer-
ican market {5 exposed to 8 vast number of self-styled or untrained butlders offering their
cheap work at cut-rate prices. This makes it difficult for the quality builder to maintain
an adequate vaolume of business especlally when Buropeans are allowed also to compete
easily. The nucleus and artistic core of the American organ building industry is therefore
substantially threatened by these billa especially considering that 2 high percentage of parts
and materials employed by American artisan organ builders also are imported and also are
taxed by duty to the American manufacturer.

We have seventeen (17) bullders in New Bngland alone, most of whom could have built
both of these organs in a superfor, more artistic way and at a lower cost than the Buropean
firms have selected. There are also other organ builders throughout the United Stz tes
that could have done the same- and I am referring specifically to the five (5) prerequisices
outlined by Thomas Wenzlau for an organ.

AMZRICAN DUTITUTE OF ORGAXMALDERS (A10)
MEMIRR:  |NYERNATIONAL SOCISTY OF ORGANSUTLDEAS (HH0)
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We might make the point also that perhape the American market nseds & bit of pro-
tection from self-serving representitives and previous purchasers of Buropean orgens
who constantly tell lies and misrepresent these matters, Iam coavinced, for example,
that Mr, Wenzlau probably was reciting statements made to him by a faculty member who
also happemsto be & sales representstive of the Buropean firm from whom he purchased
the organ - and not information of his own Immvlodg While the orgen he has purchased
is without question everything he expects it to be, he has beea duped into spending far
more than necessary to obtatn such an instrument because he could bave purchased an
equal or better instrument in this country if he had been guided by objective advisors.

The excellence of instruments now available In this country may be somewhat new
because the industry here has experienced re-education about organ building standards
only in the Last fifteen years, although this has to do only with matters not effecting re~ .
liability or durability which have always been superior to Buropean work, Our industry
1s one of the few remaining vestiges of true individual craftsmanship and creativity; it
needs to be nurtured, honored, and supported by our government not stamped on, ignored -
and denjed as Mr. Wenzlau teaches,

We urge you to recommend defeat of these bills to recognize the interests of a small
and tmpoverished industry, defiantly staying alive since before the American Revolution. -

Sincerely,

1 -
David W. Cogswell|] Master Organbuilder
President and Artistic Director
(Founder of the Amer Institute of Organ Builders
’ (Member of the Otrgan Historical Society and
- the American Guild of Organists and
the International Soclety of Orgasbuilders)

cc: Senate Finance Committee Member
* Senator Tsongas (MA)
Senator-Bdward Kennedy (MA)
Thomas B, Wenziau

Selected Members of the American Institute of Organ Bullders
The President of the United States

MEMBER: INVERNATIONAL SOCIETY OF ORGANBUILDERS (190)
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T ANTHONY J.AUSSO  * ALERED W. MARTINOG - SAUCS SOUEGLIA
Ounersi Choirmen Vice Cheirmen Soe.Pre. B4,
QUEENS LODGE No. 886 - LOCAL PROT'EC'{;)I; BOARD

| DBrotherhood @
Railay QY

Office: 90-24 Sutphin Bivd, - Affisted With AFL.CIO and CLC o
Jamaics, New York 11438 . .
Tol. 207- 2283

Narch 3, 1980

Senator Russell Long
Senate Office Buildlng
Washington, D.C. 20510

Dear Senator Long:

It has deen bdrought to our attention that dills A.R. 3046
and 8. 1004 are presently before the Senate Pinance Committaee.

On dehalf of the members of this organisation, I strongly
urge you to oppose H.R. 3046 and 5, 1004. These Dills will
eliminate the 18% duty on imported freight cars theredy
transferring this indugtry out of the United States.

At a time when unemployment is rising, these Dpills will
cause many thousands of railroad craftsnon to lose their
" Jobs. <These dills must not reach the Senate floor.

This erosion of a United States industry is ocourring at a time
when otrer manufacturing jobs are shrinking - Decause of energy
related problems which this industry can help reduce. ZThe
railroad industry is increasingly {mportant in the future as
the United States faces energy problems in the 1980's. Ne have
the workforce tc supply our needs. Many of our jods are at
stake 1f these bdills are passed.

70 reiterate, it is imperative that you vote against these
dills. Attached is a Pract Sheet for your information.

Vil 2

Anthony J. Russo
General Chairman

AJR:r 89
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" SOME PACYS AND MYTHS ARGUT THX FREICHT CAK DUTY BILL (N.R. 3046)

TALY: Suspension of the 182 duty ea fraight care for two years von't produce one
additional freight car and won't mwove one edditional tom of cargo. There {s mo
vay sny Coreign suppller cen imcreass his capacity during the coming tve yesr period.

The duty suspenslon vill give railroad cor leasers aad car purchasers & §9 million
vindfall.

FACT: The U, 8. freight cav producing {ndustry s a stadle, efficlent industry
that provides 63,000 jobs to steslvorkers, machinlete, electrical workers, csreen,

boilermakers and others, vhich has met all pravious shortager and is nov expanding
to meet U. S. needs. .

FACT: When & duty auspension is voted, it has been h{etorically a clear signsl to
wultinational corporations and foreign producers to axpsod their capacity in that

industry; it has also been & signal to domsestic firms to abandon any expansion
plans and to conaider relocation sdroad.

FACT: The duty suspeasion bill is not for the relief of Mexico. 1t will be a bonanzs
to Canada (a larger exporter to the U.S.) and to all other exportars of raflrosd
equipment to the U.8., including Romanla, Brax{l, and Xorea, snd could, in the long
run, hwret the balanced U.S,-Mexicen Trade,

PACT: The U.S8. i buying every freight car that Mexico has for export == at 13%
duty, Mexico's car building industry is booked to capacity; so is Csnsda’s. In
fect, Mexico ie now rveceiving critically scarce freight cer parts from the U.8,,
reduzing the U.8. ability to manufacture adéivional freight cars.

FACT: The U, S. car-building industry is cyclical and todsy's record demand can
evaporate tomorrow in the recassion, as car orders are cancalled. Already nev coy
orders have levelled off. As recent as 1976, industry orders were aspproximately
voe half of cepacity. (See attached chart). Hovever, once oversess expansion is

encouraged by this bill and imports soar, U.8, plants will close and jods will
disappear.

FACT: Mexico has enjoyed s unique perference vheredby ite freight car exports were
alTowed to enter the U.8. duty free. Hovevar, the preference limits were exceeded
and Mexico lost that sdvantage. There {s strong likelibood chat Mexico will requalify
for preference later this yeasr. Such an action would confine the benefite of dyty-free

entry to Mexico alone ~ s grester bensfit than duty suapension snd in line with the
goals of the U.5. trade lave.

FJACT: The domeatic car bullding {nduetry has an estimaced producticn capacity of
35,500 to 90,000 cara-a year; more than smple to sstisfy the sustained dewmand for
frelght cara vhich has sveraged 67,000 cars pear year since 1966,

FACT: Canads has & car buitdiag capacity of 12,000 cars por year of vhich spproxi~
mitely 6,000 are used domestically. Mexico has a capacity of 5,000 cars per year.
Both countries cen sell into the U.S, evary car mada ~ with the 18X duty. Incressed
exports to the U.8. will wvorsea the U,8. balance of payments deficit.

FACT: Y. 8. bulldere are cormitted to incressed capacity, dut duty suspension will
discourage expsnsion. The FMC plent in Oregon has announceu s plant exprasion of
50% capacity; many U.S. plants - if the heavy demand remains ~ can tool up to incresse

production of roller bearings and castings - thus ensdbling 0.8, railcar manufacturers
to add sddicional shifts and increase dafly output.

FACT: 1n every bumper grain year =~ (ncluding the years of record grein shipmeats
to Russis = the freight car needs bave been met. There bave bdeen delays but no

agriculture crops or other bulk cargoes have besn lost. .-
FACT: U. $. freight cars belp meet the energy need of Aserics and the freight car

construction is an industry that will expand to provide wore = not fever -~ jods
in the 19805, thus lessening the need for federal dollars ia CETA programa and
displacement paywests to discharged vorkers.
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LBrotherhood Railuay Carmen
of the Ynited States and Canada <

AN

Afflated with AFL..CI.0. and CLC. “%
Offes of
U o. ~‘A~u~y.;4k5btanl g;:nanzlltzmﬁdcnl
m:&lén Carmen's &tM..,-om Maia Street
<" Kansas City, Mhusourt 64112

February 29, 1980

The Honorable Russell Long
U. §. Senate

Senate Office Building
Washington, D. C. 20510

Dear Senator Long:

It is my understanding that on February 5, 1980, the
Senate Finance Subcommittee on International Trade held
hearings on a bill to suspend the duty on imported freight
cars (H. R, 3046 and S. 1004).

In my opinion this bill {s an attempt to do on the
Senate side what supporters of this bill were unable to
accomplish on the House side. That is, eliminate the 18%
duty on imported freight cars and bring about the transfer
of this industry out of the United States.

The United States freight car producing industry is a
stable, efficient industry that provides 100,000 jobs to
Steelworkers, Machinists, Electrical Workers, Carmen, Boiler-
makers, Blacksmiths and others. The Brotherhood Railway Car-
men represent approximately 65,000 members on the railroads
and in contract shops who will be directly affected by this
bill,
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When a duty suspension is voted, it has been histor-
ically a clear signal to multinational corporations and
foreign producers to expand their capacity in that indus-
try; 4t has also been & signal to domestic firms to aban-
don any expansion plans and to consider relocatfon abroad.

The duty suspension bill is not for the relief of
Mexico. It will be a bonanza to Canada (a larger exporter
to thé U. S.) and to all other exporters of railroad equip-
ment to the U. S., including Romania, Brazil, and Korea,
and could, in the long run, hurt the balanced U. S. - Mexi- -
can Trade.

The United States is buying every freight car that
Mexico has for export -- at 18% duty. Mexico's car build-
ing industry is booked to capacity; so is Canada's. In
fact, Mexico is now receiving critically scarce freight car
parts from the United States, reducing the U. S. ability to
manufacture additional freight cars.

The United States car-building industry is cyclical and
today's record demand can evaporate tomorrow in the recess-
ion, as car orders are cancelled. Already new car orders
have levelled off. As recent as 1976, industry orders were’
approximately one half of capacity. However, once overseas
expansion is encouraged by this bill and imports soar, U. S.
plants will close and jobs will disappear.

The domestic car building industry has an estimated
production capacity of 85,000 to 90,000 cars a year; more
than ample to satisfy the sustained demand for freight cars
which has averaged 67,000 cars per year since 1966.

Canada has a car building capacity of 12,000 cars per
year of which approximately 6,000 are used domestically.
Mexico has a capacity of 5,000 cars per year. Both coun-
tries can sell into the United States every car made --
with the 18% duty. Increased exports to the U, 8. will wor-
sen the U. S. balance of payments deficit.
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United States builders are committed to increased
capacity, but duty suspension will discourage expansion.
The FMC plant in Oregon has announced a plant expansion
of 50% capacity; many U. S. plants -~ if the heavy demand
remains - can tool up to increase production of roller
bearings and castings - thus enabling U. S. railcar manu-
facturers to add additional shifts and increase daily out-
put.

In every bumper grain year - including the years of
record grain shipments to Russia - the freight car needs
have been met. There have been delays but no agriculture
crops or other bulk cargoes have been lost.

U. S. freight cars help meat the energy need of Amer-

ica and the freight car construction is an industry that

will expand to provide more - not fewer - jobs in the
1980s, thus lessening the need tor federal dollars in CETA
programs and displacement payments to discharged workers.

With the unemployment rate in the United States over
6% I am sure that the members of the Congress of the United
States will not consider such a bill as H. R, 3046 and
§. 1004, and respectfully request your opposition to these
bills. -

Very truly yours,

: ,f//' ’ /
” Woli/m ‘Aa.i::/a’:fé c'e{eufﬁ’r: Lgé@' Lo

PN
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STATE LASOR COUNCR ¢ AR-CIO

witn OF LABOR AMD o
T KING COUNTY LABOR COUNCIL
OF WASHINGTON :
Avi-cso v L S 1060 RRST AvEVE
\ MEETS 10 AN 3nd WIOHEROAT <> . "i/"?a * HATRE, WABSNOTON W11

LABOR TEARE AUDHEOMSS—8 00 PN, . ' F.bm,,]d, 1980 Teiephose MAis 31220

* The Honomble Russell Long

~ United States Senator
Senate Office Sulidl
Washlngton, D. C. 20510

Dear Senator Long:

We are extremsly concemed about the possibllity of syspending the duty on
Imported freight con,yu H.R. 3046 and S. 73& v panding 4

“This would in essence take an 18% duty off of Imported frelght con and if
it ho 1t would seriously impact the employment of many people In our area
os well as other parts of the United Siotes. * This would be disadvaniogeous to
the United Sxates in compeHition with Canado ond Mexico os they are not removing
thelr tarfff ogalnst the United States. -

The United States has besn Importing ratlread frelght cars of on acceleroling
rote despite the U. S, tarlff. Foraign subsidies ond low wages affect the forelgn
trade, Imports from both Mexlco and Canada have increased since 1977,

' If these biils were 10 pass it certalaly would be devaslating to the American -
freight car Industry, putting a lot of our people out of work .

We strongly request that you do not support H.R. 3048 or $. 1004.

1nc«§ly,
e s ‘%M <
JAMES K. BENDRR

Executive Secretary

ivB
ofl-cio
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JFepruary 27, 1980
(Y o ” .:v

Dear Sirs:

Pleass be advised that I am of total opposition to
the legislation of Bills K,R. 3046 and S. 1004,

I feol that if these Bille are enacted into law, our
country balance of trade would become more adverssly
effected, Also, it will bring great damage to the raile
road car construction industry and the loss of thouserds
of jobs at a time when we are sliding into a recession
and railroad car orders are diminishing.

Therefore, I urge the Senate Filnance Comrzittee
. Members to oppose M,R. 3045 and S. 1004 and not report
these Bills to the Senate floor, Thank you,

With best wishes
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e;x::‘y 7, 1980
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Dear Sirs:

Please be advised that I am of total opposition to
the legiclation of Bills H.R. 3046 and S. 1004,

I feel that lf these Bills are enacted into law, our
country balance of t%ado would decome more adversely °
effected, Also, it will dring great damage o the raile
road car construction industry and the loss of thoussrds
of jobs at a time when we are 8liding into a recession
and railroad car orders are diminishing.

Therefore, I urge the Senate Finance Coxrittee
Members to oppass H.R. 3044 and S, 1004 and not report
these Bills to the Senate floor, Thank you,

With best wighes
and kindest regards,

d’,&m%j@/
LoDT Smery
Riveriicte Car 72509
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" Dear Sirss
K Please be advised that I am of total opposition to
' the legislation of Bills H,R. 3046 and S, 1004,
o I feel that if these Bills are enacted into law, our
. :,ir*u\country balance of trade would become more advortoly'
effected, Also, it will bring great damage to the raile
road car corstruction industry and the loss of thousends
—..77 7 of jobs at s time when we are sliding into a recession
: and railroad clr'ordor' are diminishing.
© Therefore, I urge tho.ﬁonnto Pirance Comrittee
Members to oppose H,R. 3044 and S, 1004 and not report
these Bills to the Senate floor. Thank you.

With best wiches
and kindest regards,

Frms O, “"’M’*
r6E L Cuv?vetc 8¥#
Lokon, ORLiP 92324

59-253. 0 - 60 - 21
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Dear Sirs:

Please be advised that I‘an of total opposition to
the legislation of Bills H,R. 3046 and S. 1004,

I feel that if these Bille are enacted into law, our
country balance of trade would become more adversely
effected, Also, it will dring great damage to the raile
road car construction industry and the loss of thouserds
of jobs at a time when we arse sliding into a recession
and railroad car orders are diminishing.

Therefore, I urge the Senate Finance Committee
Membera to oppose H,R, 304X and S, 1004 and not report
these Bills to the Senate floor, Thank you,

With best wishes
and kindest regards

Sn AR

2333 0civg Tres L)
HioHcawp Ch.
Ga3%
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i
Dear Sirs:

Please be advised that I am of total opposition to
the legislation of Bills H,R. 3046 and S, 1004,

I feel that if these Bills are enacted into law, our
country bdbalance of trade would become more adversely
effected, Also, it will dring great danege to the ralle
road car construction industry and tha loss of thouszrds
of jobs at a time when we are sliding into a recession
and railroad car orders are diniaishing,

Therefore, I urge “he Senate Plhante Corxmitiee
Members to oppose H.,R%. 374X and S, ‘004 and not report
these Bills to the Senate floor, Thank uou,

#ith best wishes
and kindest regards,

/%4 g 177, %A-

Aog8 o7 o AVE
Cosron AL 232y
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Pebruary. 27, 1980

~ ),"

2
Dear Sirs:

Please be advised that I am of total opposition to
the legislation of Bills H.R, 3046 and S, 1004,

I feel that if these Bills are enacted into law, our
country balance of trade would become more adversely
effected, Also, it will bring great damage to the raile
road car construction industry and the loss of thou=serds
of jobs at a time when we are sliding into a receseion
and railroad car orders are diminishing.

Therefore, I urge the Senate Finance Committee
Members to oppose HY.R. 32K and S, 1004 and not report
these Bills to the Senate floor, Thank you.

With best wishes
and kindest rjﬁards

ST

Por Me ouﬁ’ € 4u€

¢ Calf
Lyre Caeck 92358



W PARK AVE. SOUTH
Now Yok, K. V. 10048

99 WASHINGTON AVIR
Ay, N Y. 12018
T
February 13, 1980 '
Hon. Russell Long
" Senste Office Buildin

Washington, D. C. 20510

Niie)

Dear Senentor Long:

I

'3
1.
Vi

ﬁ‘

The Senate Finance Committee has presently under
consideration S. 1004 which deals with the suspension of
the duty on imported freight cars.

We have witness a steady deterioration of our position
in balance of payments. All this bill will do is to trans-
fer out of the U.S. this industry,

A transfer which we can i11 afford with its potsntial
loss of thousands of jobs and its irreparable damage to the
railroad car construction industry. An industry whose
record is so important in this period of energy crisis,

Ne know that you will want to protect the American economy.
A distruction of the work potential of so many workers, will
not be helpful in attaining this goal. Our domestic economy
needs strengthening and not weakening., We urge you to give
this measure your serious attention, a vote against this
legislation will be an effective measure of streagthening the
American economy.

. Sincerely yours,

Fogred T Cat—

Raysond R, Corbett
President

L2
. wertoatigs’ tirptres

B, Howard Molisani
Secretary-Treasurer

7es L paeee 00
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LON . MARTELL P, SLAKE + SAN SHLLIOFIR THOMAS J. BARER
PRES:DENY VICS-PRESIDENTS EXECUTIVE SECRETARY.TREASURER

AFfL-CIO

918 N.5. DAVIS, SUITE A
PORTLAND, ORIGON 97332 . Phoe 2314944

February 12, 1980

Honorable Russell Long
c/o Senate Office Building
Washington, D,C. 20510

Dear Senator Long:

At the regular Council meeting of the Nultnomah County Labor Council,
AFL-CIO, Portland, Oregon, held Monday, February 11, 1980, a motion
was passed unanimously opposing ER and 8. 1004 which, as you
vell knov, eliminates the 18% duty on imported freight cars and

will cost the United States many thousands of Jjobs.

We think that enough of our work has been sent to foreign countries,
damaging the labor movement here in the United States. In owr opinion,
charity begins at home and ve-sincerely oppose HR 3046 and S. 1005.

Seeking your support and consideration of our position on these Bills,
we remain

8incerely,

MULTHOMAR COUNTY LABOR COUMEJL, CI0

Thomas J, Baker, kecuy‘e Secretary

TJB:gh
opeufll
afl-cio

LABOR COUNCIL MELTS 2nD AND 47 MONOAYS 7 30 ¥ M ? 3 EXECUTIVE COMMITTER MELTS RVERY MONDAY 1 20 P M
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cALIFORNIA LABOR: FEBERATION, AFL=-C 10

JOHN F. HENNING 195 MARKET STAEET, SUITE 210
Roscuive SAN FRANCISCO. CALIFORNIA 96102
Secromy Toomoure Mo

ALBIN J. GRUHN R
Pol February 13, 1980

VICE PRESIDENTS

Distsit No. 1 The Honorable Russell Long, U,S. Serator
“ﬂJN?? Senate Office Building :

mu“.‘m Washington, D.C. 20510
Ray 3 Mendoss .

DisaNa.3 Dear Senator Longt: . ,
Emr . s
mr.c-&' The Senate Finance Committee has .befoxe it S. 1004
Hrod X Whimind and H.R. 3046 to suspend the 18 perdent duty on
Ray M. Wilsca foreign built freight cars.

Pilas

District No. § This proposal would transfer a major industry out of
lhw“'?* the United States, eliminating thousands of jobs for

Dl N S aces skilled American workers at a time when we are on the

Dimsia No. 7 brink of a national recession and when raflroad car

ey orders are in a decline. -

. Val Coanolly

DgggNn9‘ Preight car production directly affects the jobs of
m"m car men, electricians, machinists, boilermakers,

N L 31:“ steelworkers and others. In an industry so vital to

Distics Nox 10 our nation's economy the proposed duty elimination
"“- K's;.‘n-h would also impact seriously on the jobs of railroad

Dot N 11 m2intenance and service employees whose skills are
. Desa Coler essentis]l to maintaining an effective rail transportation

D"'fh‘:_"‘u::n“ system in this country. }

Distriar Nov 13 .

""1:?h On behalf of 1.7 million members of the AFL-CIO in

California, represented by this Federation, I urge that
you oppoee H.R., 3046 and S. 1004 and that you act in
committee 80 that the proposa) will.not be reported

to the Senate floor.

i
¥

«Ez K
i

i
i

:
¢
§

g
Executive Secretarf-Treasurer

fr
;f

]
;

JFH:1db
ope-3-afl-cio(3l)
-

¢
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LOGAN E. JONES
Prexsdent
A. A. ANOR : DAVID J. GREENE
Secreiary Trea: I V /_. Recoromy Seceetary
v 57, A '50

Fedruaxy 12, 1990

Dear Senator Long:

The Greater Canton AFL-~CIO Council, representing &5
local unions in the Greatsr Canton area, with an approxi-
nate mesbership of 30,000, urges you as a mesber of the
Senate Finanoce Committes to oppose bringing H.R, 3046 and
8. 1004 onto the Senats floor.

These bills would eliminate the 188 duty oo
freight ocars and would bring sbout the transfer of this
industry out of the U.S., vhich would damage the railroad
car oonstruction industry snd mean the 1068 of thousands of
Jobe .

Thank you for your consideration and cooperation.

R

1BJsjc

1330 Market Avenve, N. PHONK 483-36324 Canton, Ohio 44714
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Arta VicK- PREMDEINTS
DELALAT Miitn

MARYLAND STATE AND D.C.ARLCID =25

BONALS W CARCELLA

¢ COwang 3 CouRTMEY

AFFILIATED WITH NATIONAL ARCIO NANGARCTA CHAPTIN
CRNEAY CROPOOT
¥ NiCHARL SILOCA
CHAANLY MARRIS

93 Main Street (2nd Fioor) cwaahey wasn
' Annapotis, Maryland 21401 e b

s 724 e
Balto. 752-5211  —  Cope 269-5744 avecng BeTE
FinsY Vick-PaeiEwY suTea MADASH
THOuAS M SAADLEY -t ateas weoozuys
Secone ync:-m-u:v ::v‘:s:: o saEN

MO PADELETT
SecHtrany. TReasunen February 12, 1980 e o
SOWAMS A. MONLER HAROLE ROV

4

JOMPH TALERCS
Honorable Russell Long Sramey semick
United States Senate
Senate Office Building
Washington, O, C. 20510

Dear Senstor Longt

1t is our understanding that the Senate Finance Subcammittes on Inter=
national Trade recently held hearings on a bill (S, 100k).to suspend
the duty on {mported freight cars. The purpose of this letter is to
urge that you, as a member of the Senste Finance Comittee, ‘oppose this,
bi11 becauss of the damdge it can do to the railroad car construction
industry and the loss of thousands of jobs.

We belfeve this bill could permanently export production and jobs from

a Us S, industry which {s essential for U, S. energy and sgriculturat

needs, Frefight car production directly affects the jobs car men,
slectricians, muchinists, boflermekers, stesiworkers and meny other -
workers, as well as afners and farmers, whose cutput {s shipped on the

cers. The integrated. industry sffects the jobs of maintenance and service
employees, whose skills are essential to maintain an effective rail system

and rai) repair and production.

Freight cer production supports the U. S. transportation system, the jobs
thet go with ft, and the ability of the U. S. to serve its national needs.
The reilroad industry §s increasingly important in the future as the U. S,
faces energy problams in the 1580's. The U, S. has the workforce to
supply our needs.

Tax avoidance, spectal incentives of foreign governments for amxports,
nationslized refl systems abroad, plus protected markets sbroad are alrsady
encoursging expansion of forefgn capacity, What . 1004 would accamplish,
therefore, 18 an extra tax break to expand production abroad of a product
vitally needed In the Unfted States.

For these reasons, we urge your support in opposing this legislation.
Sincerely,
%I;ﬂu;.‘._ %ﬁ?ﬂdi—d‘-
Oominic N. Fornaro

President
ONF/t i
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vy i Pabruary 27, 1980
14 ;’,}I 100

G potey.

Dear Sirs:
- Please be advised that T am of total opposition to#
" the legislatton of Bills H.R, 3046 and S. 10083,

I feel that if these Bills are enacted into law, our ~

country balance of trade would become more adversely
effected, Also, it will bring great damage to»tho raile
road car construction industry and the loss of thousands
of jobds at a time when we are sliding into a recession
and railroad car orders are diminishing.
Thersfore, I urge the Senate Flnance Comrittee

§~ ~—Members to opposs H.R. 3044 and S, 1004 and not report

these Bills to the Senate floor, Thank you.

With best wishes
and kindest regards,

I o A2 ~
S 3
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" Pebruary 27, 1980
Jf /’Gy

Dear Sirs:

Please be advised that'I am of total -opposition to
the legislation of Bills H.R. 7046 and 'S, 1008,

I feel that if these Bills are enacted into-law, our
country balance of trade would vecome more adversely
effected, Also, it will bring great damage to the rail« .

_road car construction industry and the loss of thousards
of jobs at a time when we are sliding into a recession
and railroad car orders are diminishing, »

Therefore, I urge the Senate FPinance Corxzitfee
Members %o oppose H.R. 374X arnd S, 1004 and not report
these Bills to the Senate floor, Thank you,

With best wishes
and kindest regards,

RAsAZ psS Hre

Snat )/ Aor—
% 92 Grs—



818

Pedruary 27, 1980
SR
Dear Sirs: ,

Please be advised that I am of total opposition td”
the legislation of Bills H.R, 3046 and S, 1004

I feel that if these Bills are enacted into law, our
country bdalance of trido wpuld become more adversely
effected, Also, it will bring great damage to the raile
road car construction industiy and the loss of thousands
of jods at a time when we are sliding into a recession
and railroad car orders are diminishing,

Therefore, I urge the Senate ?ihanoe Committee
Members to oppose H,R. 30446 and S. 1004 and not report
these Bilis to the Senate floor. Thank you,

With best wishes
and kindest regards,

W%// (s

23 w. % oano
Cavie Pr7%¢,
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IW. HUGHES LW. McALPING. JR.

SENENAL CuAIRBAN 18T VICE 64N Enariman
8 808 S04 . VIRA EASY SING ITREEY
WAYCROBS, SZORGIA HINt SAVANNAN, SEORGIA 21004

JOINT PROTECTIVE BOARD
SROTHERNOOD RANWAY CANEH OF THE UMTED STATES AND CAAMA o
APFILIATED WITH AFL CIO
o

Pebruary 20, 19¢0

Senator Russel Long
Senate Office Buildy,
Washingtom, D. C. 20510

Dear Semtor Lomms

In behalf of the 2,200 OCarmen Inmunt,w wrgs that you oppose bl

8. 1004 and B.R, 3046 which would suspend the on inported freight
ears, and that your Comsittee not revoet it to o e T,

Us 8. freight cer produning industry provides 65,000 jobe, not only to

the Carmen I represent, slong with Osreen cn other roeds, but sleo steel-

workers, sashinists, slectriosl nrbu, boihmm., and others, it a

tins when waq-n in this coumtry {q‘d \v m.om. frow
5.9% to 6,26, 1t is oritios] that a 2111 such as 3.100%

which would ereate even nore unsuploywsat not de puod

Our domsstic car tuilding induetry hes an estimeted production cspaoity
of 85,000 to 90,000 cars & yoary nare then upu to aatisfy the sustaimed
denand for frefight cars whioh has sversged &7 .”a'mrolml‘)“
The reported "shorteges® of freight eare .m g0 aTe B
9000 88 A8 m-m reticoale for lowering U.3. tariffe, The passage of
H.R, 3046 and 8. 1004 would emownt to unilatersl soticom for an ewrgency
that doss not -:m

e urgently request your opposition to 8. 1004 and H.R. 3046,
Yours truly,

Y g

INE/pad

oct Me, 0. W, Jsocbeon, Oeneral Presidemt
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- Gdword Sehlining, Gosurs! Chobmes Reaeld L Keosalng, Vies Chaimen Roaskd B Soairight, Searebory-Troosursr

Consolidated Jolat Protective Board of Chicago

15 EAST MICHIGAN BOULEVARD - @ MICHIGAN CITY, INDIANA 44360 © PHONE (2191972-8147

%«u ’,'ﬁcuan:::".m sﬁ.ﬁa%m% m;w”m
pordroy g Koy B i sy Yok Company.
mmuul-unlu-mmm
Alilisded with ARLCIO sed CLC
'

February 20, 1980

The Honorable Russell B. Long

United States Senate . -
Russell Senate Office Bullding - .
Washington, D. C, 20510

. : 1
Dear Senator Long: : . !

On behalf of the members of this Joint Board,’
all of whom are émployes of Railroads, I would like.to
inform you of gupQoposition to HR 3046 and 8 1004 and
other legislation that would eliminate the 18% duty on
imported freight cars. . .

This legislation would result in the loss of
thousands of ‘jobs in the Railroad and other related in-
dustries throughout the United States if allowed to pass.

As a member of the Senate Finance Committee,
you are respectfully requested to oppose HR 3046 and :
S 1004 and not report it to the Senate floor.

Sincerely, <
AL HE

Edward Schlining
General Chairman

ES:gJ

W

E PR
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INTERNATIONAL UNION
OF ELECTRICAL, RADIO
"AND MACHINE WORKERS

AFLAND WK DE AERSCAR FIOCKATON OF LABOR aad (OWGISSH OF MOVSTRWL OGANIATION
A T CARAOUN LADOUR CORGRER

[l PUONE: 206-1200 (Area Code 202) Talograms: TWX 718-022-1100
e “ BB Y26 SINVEENTN STREEY N.W., WASHINGTON, D.C. 20026
Puitir wunmar Kvrining ) CABLE ADRRESS: IFEELECERD

Pedruary 20, 1980

¢

loaonhlo Abraham Ribiocoff, Chairman
ubeo-ttm on International Trade

l;u Aance Committee
2227 Dirksen Senats o!ﬂoo Building
Washington, D.C. 20510

Dear Senator Ribiocoff:

© 1 am writ! to 844 the voice of the Intermational
Union of Blectrical, Radio and muu Workers to that ot
eu?n—coua other unions in ition to 6.1004 and
:.li ::6, buutgtch would m:ﬂa on u:“
relgl un. members prodwc ngs, oastings
other uu‘rx in freight car masufac
ing. We uum the §3,000 jobs in the freight car smltzy.
nqntrtng great lm skills and ,.urs of servioce,
be jeopardized pungo of this legislation.

The U.8. tnlght ur ind tly healthy,
It has provided, and co: u., the cars needed
for the enuporutloa ot ouuu mrgy uud Agﬂeulmul
products with little delay o
for freight cars has tlnomm vtd.ly.

strong demand for freight cars, which is
aluody Mtnnu\g to subside, is being met by domestio pro~
duotion and ts (almost exolusively from Mexioco and
Canada). The l\ tariff on freight cars has not prevented
any from entering the U,.8. market, as the xising value of
such imports over the last two years shows, In responss to
this situation, U.8. freight car producers are expandir:
their o.pu!.ey

pension of the tariff on !moht cars, by chang-
thoooauuouo!tudomdpm agmus.
u “:ry, ml:o:am‘z gda range of ’m?“:t.ﬁ lu 11
r: suspens tempora we in vo
tremendous done to l.nauq' b!
for a shorter period tlun tho time spec u.a by l.lo
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H,R.3046. Other ocountries produelu freight cars would
see, not & temporary change in the tariff, but a doc:lan-
tion of 'ma sesagon® on the U.8. industry. They could be
use the current domestic situation to establish
& magket tot their prodwe and then, when demand slackens,
as it has already started to do, to attampt to undo.wt
domestic rs. If such an a tnrt WEI'S SUCCess.
thers would be no increase in the avallability of !rolgﬂt
cars, just a replacement of domestl ic output by Smports

Another possidble result of uxi!t suspension would
be a re by U.8, p their expansion
plans. They would oonsider whether cnru“ investaent
would be more profitable, with no tariff on rts, than
continved of nz:md U.8, production. We bel u‘o&'
tz:rum of ' Luuuy. as a provider of o!
and a producer of goods essential to our energy and
icultural goods producers, makes the risk of this taking
g undesirable. IUE has been affected when U.S. pro~
woved o for this reason. NOVes OAUSE
serious uobl.c for wozkers and communities around the
oountry, they undermine vormo' ouul and the nation's
upuuy to make important produots.

believes that the oontinuing rtation of
!ulqht cars into the U.8. at the curreat tariff level indi-
cates that no action to suspend the urul is necessary.
l!olun poiated ontu.o!m ens such a suspension
could have, The good of the umldnotbouxndn
reporting §.1004 and !.l.”“ out o! ocommittes, We there-
fore ask that you join us in opposing this ugunuo-.

- §incerely yours,

David J. Pitsmaurioce
Ptnuat .

DIr/88:emd
ooples to lmm l(nm th

O




