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LOST JOBS, MORE IMPORTS; UNINTENDED
CONSEQUENCES OF HIGHER STEEL TAR-
IFFS (PART II)

WEDNESDAY, SEPTEMBER 25, 2002

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Committee met, pursuant to call, at 10:05 a.m. in Room
2360, Rayburn House Office Building, Hon. Donald Manzullo,
Chairman, presiding.

Chairman MANzZULLO. We will call this meeting of the Small
Business Committee hearing to order. What I said two months ago
is still true today. The higher steel tariffs imposed for a noble pur-
pose have been devastating America’s steel user manufacturers.

Some in the steel industry are doing better. We all want a strong
and vibrant steel industry, but there are 59 jobs in the steel con-
sumer sector for every one job in the steel producing sector in
America.

I am going to waive the reading of my opening statement here
because I understand we are going to have about three votes com-
ing up at 10:30, but I just want to take 20 seconds to point out to
you the headline that appeared in the Rockford, Illinois newspaper,
Sunday, July 21st—“Bush tariffs backfire on local steel users.”

[The information may be found in the appendix on page 115.]

Chairman MANzZULLO. What started out as something well-in-
tended has turned into a monstrosity. I talked to a gentleman in
my office from National Metalwares just 20 minutes ago. He has
lost three contracts to the Chinese because he could no longer be
competitive because of price gouging by the U.S. steel manufactur-
ers.

Another person in my office knows of a firm that is trolling
China for $750 million worth of production. It is all going offshore.
It is because of the tariffs on the steel.

I will now yield to our ranking minority member, Ms. Velazquez.

[Chairman Manzullo’s statement may be found in the appendix.]

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Today, we are continuing our examination of the impact the
Bush Administration’s steel tariff has had on American small busi-
nesses. It remains no surprise to anyone here that the core of
American heavy industry is weak, and that our steel producers are
in trouble.

Burdened with crippling legacy costs and facing foreign competi-
tors who dump their steel here for valuable dollars, the President
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simply has to protect American steel to give the industry time to
consolidate and grow stronger.

The immediate effect of the tariffs has been to shore up this crit-
ical component of our economy while saving thousands of jobs.
There has been some evidence that the tariff spiked steel prices for
some small manufacturers, despite the fact that steel costs remain
at historic levels—low.

Now a few months later, I believe that the conclusion made then
that this tariff has both positively and negatively impacted small
businesses is just as true now as it was then. I will say again that
this issue, like any other issue we deal with on this Committee, is
complex and contains no easy answers or solutions.

It is true that some small businesses were harmed by increased
tariffs, but others have thrived. In a diversified production base
some companies have done well and others need some help. This
is not a black and white issue. These industries are, indeed, hurt-
ing. I realize that these tariffs are having a negative effect, but
since we are concerned with all small businesses, I hope we can
work together to find solutions to the challenges that face them.

For example, the markets have fallen. Consumer confidence is
down, and unemployment remains a present danger. The economy
is affecting all businesses—small and large alike. Small businesses
face a variety of challenges. Finding solutions to the tariffs prob-
lems will be good, but some will find them a way to contain health
care costs.

Steel costs has spiked by about 40 percent since the tariff was
imposed. This is, indeed, shocking even though steel prices remain
below historical levels, but health care costs have increased even
more—10 percent on average each year during the past decade.
These price hikes burden both steel-dependent companies and
those entirely unrelated to the steel industry.

Nearly 40 percent of Americans without health insurance work
for small businesses. If we could cut this cost, we will more than
make up for the increase in steel prices that small manufacturers
face and help cover more Americans in the process. The issue we
are addressing today is a difficult and complex one. I do not doubt
that some small businesses have been harmed by the increase in
steel tariffs, though some have benefited.

I look forward to addressing the challenges that all small busi-
nesses in America face, and I look forward to working with my
friends on both sides to find solutions to them. Thank you, Mr.
Chairman.

Chairman MANZULLO. I yield the time it would have taken for
my opening statement to Mr. Toomey, and then we will go directly
to Mr. Aldonas’ testimony.

Mr. TooMEY. Thank you very much, Mr. Chairman.

Mr. Chairman, as you know, I am a passionate believer in free
markets and free trade. I have voted to reduce trade barriers and
expand trade at every opportunity from the trade promotion au-
thority to free trade agreements with Jordan, bilateral trade agree-
Iél}(;:nt with Vietnam and permanent normal trade relations with

ina.

In fact, last year I held a Small Business Subcommittee hearing
on Trade Promotion Authority and its impact on small business ex-
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ports and farmers; and we heard from a number of witnesses the
benefits of free trade and the opportunities it presents for small
businesses, farmers and workers. I would like to thank Under Sec-
retary Aldonas for participating in that hearing, and I welcome
him back today.

I am convinced when people have more freedom to exchange the
goods and services they produce, including with people in other
countries, all parties benefit. Unfortunately, though, Mr. Chair-
man, the world’s steel market is not a free market. The President’s
temporary safeguards under Section 201 of our nation’s trade laws
will allow the steel industry the time needed to carry out further
investments and restructuring.

More importantly, it will give foreign governments and foreign
steel producers an incentive to reduce their inefficient, subsidized
excess capacity, which is really at the bottom of this problem. I am
very sympathetic to the problems that small businesses are facing,
and I want to be helpful in any way possible to ensure that small
businesses in America are able to acquire the necessary steel prod-
ucts to operate their businesses.

First and foremost, we are here to work with you to address the
very legitimate concerns you are going to raise today.

Having said that, Mr. Chairman, I must say I think our fire is
being unfairly aimed at the domestic steel industry. It is not the
domestic industry or the modest price recovery that is now occur-
ring that is at the root of this problem. The problem, as the presi-
dent has correctly identified, is foreign over capacity.

The truth is that steel prices, prior to the President’s steel pro-
gram, were at a 20-year low. This is the result of a massive, world-
wide over capacity in steel production, which was caused by foreign
government policies, such as subsidization and protection in their
home markets. The flood of steel imports that has resulted has cost
thousands of jobs, dozens of bankrupt companies and the devasta-
tion of entire towns and communities.

The President understood this problem, and that’s why he initi-
ated a three-part plan to address the steel crisis. This plan calls
for negotiations to eliminate foreign market distortions; negotia-
tions to eliminate foreign over capacity and investigation of the ef-
fects of steel imports on the domestic market under Section 201 of
our trade laws.

After the most intensive investigation in its history, the Inter-
national Trade Commission ruled in a unanimous six to nothing
vote that imports were the primary cause of the serious injury to
the domestic steel industry. It is essential that we keep in mind
that the effects of low-price imports are not just low-priced steel for
consuming industries, but by undercutting the U.S. market with
imports, foreign producers have put our domestic steel industry at
risk.

The President announced Section 201 tariffs in March 2002 to
help remedy this situation. Now I know that tariffs can cause
harm. I believe they should only be used as an absolutely last al-
ternative when all other remedies have failed, but such exactly was
the case regarding foreign subsidized steel by March 2002 when
the president decided that it was the only remaining viable option.
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The bottom line, I believe, is this. Only when they know that we
are willing to retaliate with tariffs, can we realistically expect for-
eign governments who heavily subsidize their steel productions to
reduce those subsidies and this massive distortion of the global
steel market.

Steel prices are beginning to return to normal levels, but prices
are only now reaching the level of average steel prices over the last
20 years. At this point, the process must be given time as prices
recover and the industry has an opportunity to restructure.

The President also included a release valve under his Section 201
program. The product exclusion process was instituted to allow cer-
tain steel imports to enter the United States market duty free. The
domestic industry has worked with the administration and its cus-
tomer

[Mr. Toomey’s statement may be found in the appendix.]

Chairman MANZULLO. Pat, how are you doing on time? I really
want to get to the Under Secretary before the bells go off in 15
minutes.

Mr. TooMEY. Well, I appreciate that, Mr. Chairman. I will just
wrap up then, very quickly.

Chairman MANZULLO. Let’s do it very quickly.

Mr. ToOMEY. And simply make the point that many products are
not included and not covered in the tariffs. There have been many
exceptions, and I believe it is in everyone’s interest—steel mills and
customers—that there be a healthy domestic steel industry. I think
this tariff decision puts us on that road. I thank the Chairman.

Chairman MANZULLO. Thank you very much.

Our first witness on this panel is the Honorable Grant Aldonas,
who is the Under Secretary of the International Trade Administra-
tion. I look forward to your testimony, Mr. Secretary.

Mr. ALDONAS. Thank you, Mr. Chairman.

Chairman MANZULLO. Can you pull the mike closer? Thank you.

Mr. ALDONAS. Absolutely. The first thing I would like to do is re-
quest that I submit my written statement, Mr. Chairman.

Chairman MANZULLO. The entire statement will be submitted to
the record. We are advised, Mr. Secretary, that even though you
have to leave, you have members of your staff that will be sitting
here, listening to the entire testimony from the second panel.

Mr. ALDONAS. Absolutely.

Chairman MANZULLO. I appreciate that. Thank you.

STATEMENT OF GRANT D. ALDONAS, UNDER SECRETARY FOR
INTERNATIONAL TRADE, INTERNATIONAL TRADE ADMINIS-
TRATION (ITA), DEPARTMENT OF COMMERCE

Mr. ALDONAS. Thank you, Mr. Chairman, Congresswoman
Vealézquez and members of the Committee for inviting me to testify
today.

I want to thank you, Mr. Chairman, for holding the hearing.
Under your leadership, as you have worked together, the Com-
mittee has proved to be a consistent advocate for American small
business; particularly, the many firms that represent the heart of
U.S. manufacturing.

One of the many points in which I know we agree is the need
to expand export markets and level the playing field for our small-
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and medium-sized manufacturers. Trade offers substantial benefits
to American small businesses. It is in our best interest to enable
them to pursue free trade as small- and medium-sized enterprises
make up 97 percent of all American exporters.

I am sure that you and I also agree on the fact that we need to
rebuild trust in our trade policy, which frankly has been broken
over the last decade—specifically, trust between Congress and the
Executive Branch and between government and the people that our
policies are intended to serve.

In the President’s view we can only expect the American people
to support an aggressive, forward-looking trade agenda if we can
assure them that we will look out for their interest at the negotia-
tion table. I am here to affirm that we are.

There is understandably a need for a strong administration posi-
tion on behalf of U.S. manufacturers, but I have to emphasize that
steel lies at the heart of our manufacturing industry. The recent
safeguard measure on steel imports illustrates one of the examples
of the administration’s commitment to work on behalf of the Amer-
ican public.

What I want to do is really put the president’s decision in con-
text. The president’s efforts on steel are rooted in an effort to re-
store market conditions to the steel industry, which has been beset
for decades with government distortions. Our steel companies face
significant challenges. Most notably, they must compete with state-
owned and state-subsidized steel producers.

I think one single statistic is always helpful to bear in mind
when you talk about the level of distortion in the steel trade glob-
ally. Before the last 15 years of privatizations, governments owned
75 percent of the steel industry worldwide. That was the market
in which our producers had to compete.

Sadly, after 15 years of privatization, government still owned 25
percent of the industry worldwide, which is entirely insulated from
market competition. That’s the challenge that our guys have to
compete with in a global market where, frankly, our duties are low.
The barriers to trade are low in our market as they aren’t in other
markets. That’s why we oftentimes become a dumping ground for
steel.

While critics of the president’s action have often charged that the
domestic steel industry is plagued by problems of its own making,
the industry has actually proved to be very innovative over the last
several decades. In fact, generally, critics of the steel policy have
a tendency of think about the U.S. steel industry as being mono-
lithic in that is made up solely of integrated firms with 70-year old
technology. Frankly, nothing could be farther from the truth.

Fifty percent of our steel production now comes from minimills
using the latest electric arc furnace technology—the most efficient
producers in the world. Many of what were previously integrated
firms have moved in a direction of hanging on to their finishing fa-
cilities and now import slab from abroad as a way of reducing their
unit costs.

The integrated firms have, in fact, moved up the value chain into
niches where they can sustain their existing cost structure and still
turn a profit, but really does depend on the playing field being level
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at the end of the day, and ensuring that the competition in the
marketplace is fair.

Toward that end, the president put forward a long-term solution
to the problems that plague global steel trade. While the emphasize
of the hearing today is on the safeguard measure under Section
201, I want to emphasize that the first steps the President took—
for a President who is often accused of unilateralism—was for the
first time to bring all the steel-producing countries of the world to-
gether to take a step toward eliminating excess capacity and then
establishing new rules, new disciplines on government intervention
in the market so we don’t continue this cycle of government inter-
vention in the marketplace and then a U.S. response under our
trade laws.

In the long run the administration has sought a solution to a
more stable steel market and will benefit both producers and users
alike by providing greater certainty. In the short term, however, we
continue to monitor the impact of the safeguard measure on U.S.
businesses; particularly, steel-consuming industries.

We did act within the framework of the Section 201, including
the president’s initial determination, as Congressman Toomey has
already alluded to, to provide relief where needed without overbur-
dening consumers. The president established a process to exclude
products that are not sufficiently available from domestic sources.

We were very hard on the U.S. steel industry, as they will tell
you, in that process trying to ensure that they could provide proof
that products were, in fact, manufactured in commercial quantities
and available before we would deny an exclusion request. 727 such
requests have been granted, and each year which the safeguard is
in effect, additional products can be considered for exclusion.

In addition, we will continue to meet with the steel-consuming
industries to work on individual problems. In fact Secretary Evans
and I will be meeting with small businesses from Ohio, Indiana,
Pennsylvania, Illinois and Minnesota later today.

I have to say also that the domestic steel industry has actually
been very helpful and responsive where we have faced individual
situations and pointed out where, for example, the service supply
centers were jacking up prices and there was a way by selling di-
rect to address the problems that consumers faced in the market-
place.

Many of the exclusions that we granted, in fact, went to small
businesses. I am just going to cite three examples—the Industrial
Nut Corporation, a small family-run company in Sandusky, Ohio
was granted an exclusion for large hexagon bars that are used as
an input in precision machine nuts; Grasche, USA, a small com-
pany with 38 employees in North Carolina received an exclusion
for cold rolled sheet for saw bodies; Stamco Industries of Euclid,
Ohio is a small business supplier in the automotive industry and
received an exclusion for hot rolled steel.

The President has asked us to continue to monitor the impact of
the steel safeguard. I'm sure the steel industry would agree the
President has made clear that there is no free ride in the Section
201 process. We have consistently asked the steel industry to pro-
vide us with their plans for adjustment; how they would use the



7

breathing space that the three years under the safeguard will pro-
vide and they have responded.

We are engaged now, after a September 5th deadline, and a se-
ries of meeting with steel companies individually to review those
plans, and to mark progress in terms of their adjustment. And I
have to say, having looked at the latest news, that there is an
awful lot of adjustment that has already taken place.

I think what you're seeing in the marketplace right now is that,
not only have firms gone through bankruptcy and reemerged,
stripped of some of their previous excess capacity; but you are find-
ing that a lot of companies are diversifying how they produce their
steel in a way that will make them leaner and more efficient when
the safeguard ends.

In the meantime, though, the administration is still committed
to enforcing the U.S. trade laws. We want to use them as a cata-
lyst. The president has reinforced for us, as Secretary Evans does
almost on a daily basis that our goal is not simply to prosecute in-
vestigations under the trade laws, but to try and resolve the under-
lying trade disputes that often give rise to these trade cases.

In other words, I think the action under Section 201 is a catalyst
to move the whole process forward on a multilateral front, and we
will continue to use that pressure going forward so we can achieve
an outcome that is good for both steel producers and users in the
marketplace. Thank you, Mr. Chairman.

[Mr. Aldonas’ statement may be found in the appendix.]

Chairman MANZULLO. Thank you, Mr. Secretary.

Congressman Phelps had a short opening statement that he
wanted to read. I will yield to you, David, for that purpose.

Mr. PHELPS. Thank you, Mr. Chairman. I certainly want to
thank you for holding this hearing, as well as the ranking member.
It’s very important that we talk about this matter.

In my congressional district in Central Southern Illinois, the ef-
fects of illegal steel dumping have been devastating. I have to
admit to you I don’t relish the idea of looking the steel worker in
the eye and seeing the fear that is demonstrated—the uncertainty
of tomorrow.

Many of their widows have been left with lack of health care pro-
visions. Many of them that have been forced to retire or have re-
tired are facing these devastating situations in their lives.

Of the 31 companies that have filed for bankruptcy, four of those
in Illinois have been included in that. Over 5,000 steel workers
have lost their jobs in Illinois—in Central and Southern Illinois.
This is unacceptable. When you look at the 19th District, 27 coun-
ties, the largest geographic district east of the Mississippi, I can
tell you these trade policies have done nothing but kill us.

I can take you up and down the landscape of downstate Illinois
and demonstrate how we’ve closed shop after shop.

[Mr. Phelps’s statement may be found in the appendix.]

Chairman MANZULLO. How are you coming with your opening
statement? I want to get on with asking questions of the Under
Secretary before we head to votes.

Mr. PHELPS. We know that the Section 201 steel tariffs imposed
by President Bush were helpful and I applaud his efforts and I
firmly believe they have been effective; but even with this elevation
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of prices that we are experiencing now at the June 2002 levels, I
want to point out this is not inflation. It is the beginning of a mar-
ket recovery.

So we cannot afford to let our investment slide and our steel in-
dustry to go to waste. The tariffs are a strong step in the direction
of economic recovery. Hopefully, the exemptions that were imposed
will not be as great as we threatened to be. But we hope that the
potential for the steel industry will recover, and it can if we cooper-
ate and enforce our present laws. Mr. Chairman, thank you.

Chairman MANZULLO. What is your time frame, Mr. Secretary?

Mr. ALDONAS. I am here as long as you want me here, Mr. Chair-
man.

Chairman MaNzZULLO. We have got three votes that are going to
take at least 30 to 40 minutes. Are you okay on time?

Mr. ALDONAS. I will go and get a cup of coffee.

Chairman MANzULLO. We will take five minutes now and see
how far we can get ourselves. Will that be all right?

Mr. ALDONAS. Sure. Absolutely.

Chairman MANZULLO. My question is about the next round of ex-
clusion requests. Why that can’t start immediately? Why it has to
wait until November until the meetings begin with decisions ex-
pected in March?

Mr. ALDONAS. Frankly, it is to provide a little certainty to the
market. So traditionally, what has been done in safeguard actions
is we’ve established an annual process.

So we will provide a set of exclusions. What we will do is we will
take a look on an annual basis and see what has happened under
those exclusions as well as see where there are other demands in
the marketplace.

But in some respects, the goal of the safeguard is to ensure that
our steel industry does have some breathing space, and what I
really mean by that, Mr. Chairman, is access to capital. And until
the capital markets are certain about the underlying economic con-
ditions, it is a little difficult for them to make investments. So
you've seen a lot of fluctuation up until we close the exclusion proc-
ess.

I think things are leveling out at this points. So once the market
sees the ground rules are set for a period of time, then I think it’s
easier for the companies to get the capital they’re going to need to
make the adjustments. We will open the process up again in No-
vember.

Chairman MANzZULLO. What is bothering me about the exclu-
sionary process, and I will be quite frank, is that the decisions to
exclude are as political as the decision to impose the tariff in the
first place.

In fact, in the last round of exclusions, it was the U.S. steel com-
panies that got half the exclusions and they, themselves, wanted
cheap imported foreign steel, so they could take and slice that up
and sell it back to the steel users—many of whom are here today—
at 30 to 40 percent price increases.

Why were the U.S. steel manufacturers—the ones who com-
plained about importing of steel—granted half the exclusions to im-
port the very steel whose prices they said were wrong and which
lead to the 201 situation in the first place?
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Mr. ALDONAS. First, I need to take exception, Mr. Chairman,
with the impression that this was political. I know that the press;
particularly, in the Wall Street Journal and a number of other
places, described the exclusion process either, A, as being bending
over backwards for domestic political constituencies or alter-
natively, bending over backwards for our foreign trading partners.
It was neither.

Now the President set out a basic standard, which was we were
going to grant exclusions where steel was not available in par-
ticular grades with particular chemistry in reasonably commercial
quantities.

The problem that the steel industry themselves face is there is
actually no merchant market for slab any in the United States. So
if you are going to get slab to realign your plant, either you are
chipping away at your own inventory, which would have made
sense over time.

But if you are caught short, and you want to do the realign and
we want to continue the adjustment process in the steel industry
in our view it made sense to grant them exclusion for slab from
abroad. That was consistent with the original exceptions that the
President granted for slab at the outset.

What we have seen, frankly, is a higher demand for slab than
we expected as a part of that process. So I would have a tendency
to view what we did for the steel industry at the tail end of the
exclusion process something that was consistent with the Presi-
dent’s initial action in terms of providing that exclusion for slab be-
%ause there is simply no merchant market for that in United

tates.

Chairman MANZULLO. The argument also would then apply to
the steel users. They ended up being second-class to the steel pro-
ducers. They wanted the very same thing. They wanted the bread
and butter of steel so they could make their products. So the ad-
ministration discriminated against the producers in favor of the
manufacturers. Don’t you think that is inconsistent?

Mr. ALDONAS. I don’t see it that way, Mr. Chairman. Apart be-
cause what we really did press very hard on was whether or not
a product was produced in the United States, and I have gone
through the Midwest recently, what I think—a lot of the small
businesses that I talked with would agree is that the steel that
tshey use is garden variety steel that is manufactured in the United

tates.

From the steel industry’s perspective, with respect to slab, there
is no merchant market for slab in the United States. The only
source is abroad.

Chairman MANZULLO. That brings up another point. Mastercoil
Spring in McHenry, Illinois filed for an exclusion and the response
from Sumiden was an objection. Maybe the Attorney General
should be involved in this. Because lo and behold, after the exclu-
sion was denied, Sumedin sent this memo to Mastercoil.

[The information may be found in the appendix on pages 146—
150.]

Chairman MANZULLO It says “Currently Sumiden does not have
production capacity to produce 100 percent of requirements. We
would have to provide delivery information on an order by order
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basis.” And the price of coil was 33 percent more; this, to me, is
what it means to have political exclusions.

The steel companies came in. Their statements were accepted as
gospel. No one could go beyond the face of them. You didn’t give
the steel users the opportunity to challenge them.

The whole system of exclusions were skewered and bent in favor
of the objectors. And now we come back here, and my question to
you is, when we have obvious fraud that took place on the part of
Sumiden Wire Products Corporation out of Dixon, Tennessee, with
a memo coming after these exclusions were denied, do you have the
authority to go back——

Mr. ALDONAS. Sure.

Chairman MANZULLO [continuing]. And to take a look at those
exclusions?

Mr. ALbDoNAS. What I have asked the——

Chairman MANZULLO. Do they have to wait until March?

Mr. ALDONAS. No. I mean, this is one of those incidents where,
which I have said to a number of the users that I've met with—
is where there is real evidence that the objection was not one that
was based in fact, we will want to take a hard look at that.

We didn’t design this system to impose a dead weight loss on our
consuming industries. So where they had a legitimate claim, we
wanted to grant the exclusion where something wasn’t being pro-
duced in the United States of that type or grade. So where there
are instances where there was an objection registered, and in fact,
that objection didn’t prove to be accurate. I don’t wand the legal
finding to it.

Chairman MANZULLO. They lied.

Mr. ALDONAS. In those instances, I think we want to go back and
take a look at them. What I have done is invite the users, when
they have those situations, to get in touch with us directly because
I do want——

Chairman MANZULLO. A bunch of them are going to see you later
on this afternoon.

Mr. ALDONAS. I know that, Mr. Chairman. I do want to say,
though, in defense of the folks who—my colleagues at the Com-
merce Department—they did an extraordinary job. You can appre-
ciate that in a process like the exclusion process. You will get a lot
of pressure from both the steel consumers and the steel producers.

These guys played it right down the middle. They understood
what the standard was that the President had announced, and
they pressed very hard. Is it possible in instances we didn’t go far
enough? Sure. Absolutely. And we want to take a look at them.

Chairman MaNzUuLLO. We have go vote. We are going to stand
adjourned and appreciate your indulgence. Thank you.

[Whereupon, at 10:37 a.m., the meeting was adjourned to recon-
vene at 11:15 a.m.]

Chairman MANZzULLO. If all of you could please have a seat there,
if you can find one, the hearing will be back in session.

I have one more question, Mr. Secretary, and then we can finish
up here. We also have another constituent, Arnold Engineering, in
Marengo, Illinois. They import ARNOKROME-5C material and we
have the same problem there. They have a 30 percent tariff and
are liable for another 8.47 percent antidumping duty on some very
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sophisticated material that is not made in the United States. They
missed the May 20th deadline to file their exclusion request.

These go on by the hundreds. I guess what I am asking you is
probably the impossible, but we have to have a mechanism to proc-
ess these new requests. Give me some guidance on how, either our
office or somebody in your office that we can get these in. They are
all urgent, but could you give me some guidance on this, Mr. Sec-
retary?

Mr. ALDONAS. Well, certainly on the ones that we talked about
before, Mr. Chairman, about situations where we are arguably—
were mislead by a steel company’s objection or they misfired in
terms of the objection they registered, we want to hear about those
because those are things we should address.

They were in time. They made their application. Something that
if the facts were not as we understood them, that is something that
we ought to revisit. On the others, particularly, with respect to
dumping, where the product is—in fact, there is an exclusion proc-
ess, as I understand it, under the dumping laws as well. That is
something where it would be a question of either talking with me
or Faryar Shirzad, who is the Assistant Secretary for Import Ad-
ministration.

But as I have consistently said, Mr. Chairman, I think that con-
sumers should use me as a voice in the process, and that I want
to hear from them. When the President and the Secretary have
talked about the need for an initiative with respect to manufac-
turing, we want to make sure we honor the fact that steel is at the
core of that because I think that’s the core of our manufacturing
industry. But that certainly isn’t to the exclusion of everybody else
who at the Commerce Department we represent.

Chairman MANZULLO. [ appreciate your openness. Ms.
Velazquez?

Ms. VELAZQUEZ. Thank you, Mr. Chairman. I thank you, Under
Secretary Aldonas. After listening to Chairman Manzullo’s com-
plaints about whole exclusion process, how would you answer, or
what type of comment can you make regarding those steel manu-
facturers who claim that the exclusion process is biased and un-
fair?

Mr. ALDONAS. I just want to clarify, Congresswoman, when you
say steel manufacturers, do you mean the steel producers are say-
ing that it’s bias and unfair, or the steel consumers?

Ms. VELAZQUEZ. Consumers.

Mr. ALDONAS. Consumers? The President laid out in his decision
on March 5th, the standard which we would apply throughout the
process. We were guided strictly by the President’s standard, and
that was if a product was not available in commercial quantities
in the United States, we were going to grant the exclusion.

I think our steel producers would vouch for the fact that we
pressed very hard whenever they came in with an objection. I think
there is instances, which the Chairman has alluded to, where we
may not have pressed hard enough; but we really did press very
hard to insist that we had evidence that they—not only they were
going to produce it, and it wasn’t just a question of saying they
there capable of producing it; but I think actually produce it in the
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time frame that was relevant from the point of view of the con-
suming industry.

So the fact that they could say, look, we can be up and running
in two-and-a-half years, and that means we can produce the steel.
That wasn’t good enough for us. We had to say can you produce
it now and can you satisfy the needs of the consumer? Otherwise,
as far as we are concerned, the product is not made in the United
States in all practical terms.

So the bias in the system was one to use only the standard ap-
plied by the President, but to lean very heavily on the steel guys
to say we really have to understand whether you can produce this
way now in a way that is relevant, commercially, from the point
of the consumer.

Ms. VELAZQUEZ. How can you explain how the steel tariffs are
part of the administration’s three-year program to assist the steel
industry?

Mr. ALDONAS. Congresswoman, it’'s a good question. Tradition-
ally, what you are trying to do with one of these safeguards is you
create a price wedge between what had been the pricing situation
and what would be something more nearly historical market condi-
tions. The 30-percent tariff was designed to do that. I have to say
steel prices, while they are up in some categories, and up signifi-
cantly in some categories, overall they haven’t actually recovered to
the historical levels even with the 30-percent tariff.

In fact, looking forward toward the end of the year, steel prices
in the spot market are already softening again because of softer de-
mand and increasing imports, despite the tariffs.

But the point was to make sure that you drove that price wedge
in there so that the capital markets would see that there was a lit-
tle more profitability on behalf of the steel companies and that they
could go to the capital markets and look for opportunities for them
to try and, either retrofit their existing plant to become more com-
petitive or engage in mergers and acquisitions or consolidations
that would make them leaner and more efficient.

Ms. VELAZQUEZ. Mr. Aldonas, the Consuming Industries Trade
Action Coalition is recommending that the administration get rid
of the tariffs. Can you share your comments on that?

Mr. ALboNas. Well, in my view, the tariffs the President put in
place haven’t yet served their purpose. And I look at that two ways.
One, we haven’t yet seen the kind of adjustment in our own indus-
try that the breathing space is designed to encourage. It’s hap-
pening, but it’s not complete. So I think it is going to take some
more time for that process to play out.

The other thing is to the extent that tariffs serve as leverage
with respect to our trading partners. We have accomplished a lot
in the OECD negotiations, but we are nowhere near our goal. I
think that we have to stay the course in terms of trying to ensure
that other trading partners come around because, really, the solu-
tion to this problem in the steel industry is not the 201. Our own
steel industry will tell you that.

Until we get to the root cause of the problem, we haven’t really
solved it. We will continue in this cycle that we go through every
10 years, which nobody has an interest in doing. I was reminded
at the break that the steel industry in Paris at the most recent
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round of talks stood up and were unanimous about wanting to go
forward with market reforms. It was only when the governments
came to the table in the meetings later that we started to have
trouble.

So what I heard from industry across the board was an under-
standing that there is going to have to be adjustment in all coun-
tries in terms with coming to grips with the problem. We have a
little bit more difficult time when we get the governments in the
room to talk about that stuff.

Ms. VELAZQUEZ. You mentioned before that access to capital was
an important issue. Can you please expand on that?

Mr. ALDONAS. Sure. Well, first, let me say that access to capital
isn’t the only issue. The market has been working with brutal effi-
ciency in terms of driving adjustment through the industry with 34
bankruptcies and an awful lot of plant closures, but with more cap-
ital available, for example, it allows an integrated company to re-
align plants that will make them efficient going forward.

It allows companies to engage in acquisition strategies that
would consolidate capacity so that what is left in the U.S. market
is the most efficient production. It would also allow investment of
research and development, which would allow all U.S. companies
to move up the value chain and earn a higher rate of return.

Ms. VELAZQUEZ. Mr. Aldonas, are you aware that the administra-
tion, through the SBA loan programs, that these programs have
been cut—the funding has been cut?

Mr. ALDONAS. I am aware of that.

Ms. VELAZQUEZ. Would you approach the President and economic
advisor, Mr. Lindsey to tell that at this time is the wrong ap-
proach?

Mr. ALDONAS. Certainly, in terms of my own experience with my
good friend Hector Barreto and all the work that SBA does, any-
thing we can do to reinforce the SBA, but I will have to look into
that.

Ms. VELAZQUEZ. Yes. The administrator, believe me, he has done,
and he is trying to do everything he can because, he as a business-
man, understands the need for access to capital; and how this loans
programs through SBA played an important role. So 40 percent of
most loans in this country that are provided to small business come
through SBA. So it is not Mr. Barreto. It is Mr. Lindsey and it is
the President.

Mr. ALDONAS. No, all I was commenting on is the fact that I
think Hector is doing a wonderful job. I know that on the export
side, Hector and I have collaborated a lot. He is somebody who you
can have a lot of confidence in, but I am happy to take the message
back. I will raise it with Secretary Evans this afternoon.

Ms. VELAZQUEZ. Thank you, Mr. Chairman.

Chairman MANZULLO. Congresswoman Tubbs-Jones.

Ms. TuBBs-JONES. Thank you, Mr. Chairman. Good morning.
Just in case people don’t know, I hail from the great city of Cleve-
land, the home of LTV Steel. The home of many small steel manu-
facturing companies, and we have gone through a significant loss
of jobs and restructuring and reworking with regard to the steel in-
dustry. I have offered several pieces of legislation trying to address
the issue of legacy costs on behalf of the steel industry.
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I wonder, Mr. Aldonas, what is your position on legacy costs and
how do we pay for the legacy of great people who have worked in
the steel industry forever and ever and ever and deserve to have
some?type of retirement program that would cover their health care
costs?

[Ms. Tubbs-Jones’s statement may be found in the appendix.]

Mr. ALDONAS. Well, my instinct is always to say what is avail-
able already. And when we look hard at the legacy cost question,
what we found was—and let me break it down. With those folks
who were over 65 and already retired, the Pension Benefit Guar-
antee Corporation would take up 97 percent of their pension.

They would have Medicare, Medicaid and low cost insurance pro-
grams, Medigap, available to them from the government. And then,
with the folks who were 45 to 65, who—I think it’s reasonable to
say they should still find work elsewhere during that period of
their lives as you and I are going to have to do.

To the extent that you could help them in the interim with their
health care costs, it 1s pretty clear that under the Department of
Labor’s National Emergency Grants, you could make block grants
to communities to try and address that particular issue.

So in fact, when we looked at it from the point of view of the ad-
ministration, it looked like there was a panoply of programs avail-
able from the U.S. government that could actually help address
that without having to provide additional money from the Con-
gress.

The other point I think is fair to say is that

Ms. TuBBS-JONES. Let me stop right here for a minute. Are you
saying there are programs that could, in fact, cover those costs in
communities like the City of Cleveland, but that’s a “could.” That
is not that you’re committing—that the administration is commit-
ting dollars for that purpose, correct?

Mr. ALDONAS. No. What we have said is we are interesting in
trying to work with communities on that.

Ms. TuBBS-JONES. No, go back.

Mr. ALboNAs. What you asked me, Congresswoman, was what
was

Ms. TuBBs-JONES. Will you answer my question, sir? The ques-
tion—answer my question. The question is that you could do that.
You are not committed to doing that, have you, sir?

Mr. ALDONAS. The question you asked me was whether——

Ms. TuBBs-JONES. No, answer that question. You could do it,
1c{ou(lid you not, sir? Excuse me, Mr. Chairman, I am going to be

ind.

Chairman MANZULLO. I would instruct you to let the witness an-
swer the question.

Ms. TUuBBs-JONES. But he doesn’t want to answer the question,
but you could, correct?

Chairman MANZULLO. Give him the opportunity to do so, please.

Ms. TuBBS-JONES. Mr. Chairman, thank you.

Mr. ALDoNAS. But we have not had anyone take us up on that,
and this was a subject of a great deal of discussion at the time the
President took the action under 201.

Ms. TuBBs-JONES. You haven’t had anyone come to you and say,
okay, that the legacy costs are significant and we’re applying to you
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to take over those legacy costs through those programs, is that cor-
rect?

Mr. ALDONAS. What we have had is a number of companies that
have come and said to the Pension Benefit Guarantee Corporation
that we want you to take over the pension costs. That has taken
place. In fact, the PBGC has actually been proactive in many in-
stances in removing the legacy costs from certain companies since
they act in some sense as a steward of the pension program. So
that action has taken place.

I was actually discussing more narrowly the point about the
Labor Department programs, and in that case I don’t purport to
speak for the Labor Department. I know that the programs are
available, and that it was clear to many of the folks we were talk-
ing to, including the steel workers unions, that those were possi-
bilities.

I don’t know whether any community has actually come forward
and asked for national emergency capital.

Ms. TuBBS-JONES. Before you said no one had asked, did you not,
sir, in your answers?

Mr. ALDONAS. To the best of my recollection, no one has asked
for that

Ms. TuBBS-JONES. You can represent that?

Mr. ALDONAS. I just did.

Ms. TuBBS-JONES. But you are not speaking for the Department
of Labor?

Mr. ALDONAS. No.

Ms. TUBBS-JONES. Let me ask another question, okay? If you will
allow me.

Mr. ALDONAS. Yes.

Ms. TUBBS-JONES. In addition to legacy costs, there are small
businesses who believe that, as a result of the tariffs being im-
posed, that their businesses are suffering. When you look at tariffs,
is there a way in which small business can be successful or benefit
as well as the larger steel industry can benefit? And if so, what is
that balance or twix-between that we can weigh in to do so?

Mr. ALDONAS. I think the answer is it depends on their pricing
power in the marketplace. Small businesses that are stuck between
a service supply center, which is not a steel producer, but acts a
middleman who is jacking up prices on the one hand; and they buy
in very small quantities, isn’t going to have any market power with
respect to their supplier.

On the other hand, they are not likely to have a lot of market
power with respect to the upstream industry—the auto industry,
for example, to whom they sell. They are going to be caught in a
vise. Where small business have more a market nitch where their
product is more unique and things like that, and they have the
pricing power, I think they can pass the price on.

A point to make is that prices are already starting to abate in
the steel industry. So if you look forward to the fourth quarter, you
can already see spot prices starting to soften, which I hope, which
in addition to exclusions will provide some relief to small busi-
nesses.




16

Ms. TuBBs-JONES. I don’t want to presume that small business
is jacking the prices as you have said. I am sure there are some
small businesses who have succeeded out——

Mr. ALDONAS. That is not what I said, Congresswoman. What 1
said was service supply centers who are middlemen between the
steel producers and the small businesses where the consuming in-
dustries are reading the market and driving the prices up higher
than that which steel producers are selling in the marketplace.

Ms. TuBBs-JONES. You know what, I don’t want to take my time
to read back what you said, but I know that you said that small
businesses are jacking up prices.

Mr. ALboNas. I did not.

Ms. TUBBS-JONES. Let me finish, and just let me finish.

Chairman MANZULLO. You are out of time here.

Ms. TUBBS-JONES. I am out time. So let me complete with this,
sir. I don’t want to presume that there are small businesses across
this country who are not doing the job that they think are—they
are not true business people who are engaging in conduct that
would be inappropriate. So I am going to be there fighting on their
behalf, sir.

Mr. ALDONAS. Wonderful.

Chairman MANZULLO. I guess as the Chairman, I have the last
comment. Thank you, Mr. Secretary. We have in our book of steel
correspondence, Mr. Secretary, letters from steel manufacturing
users, accompanied with letters from the steel suppliers, and the
steel suppliers, the middle men are attaching letters coming di-
rectly from the steel manufacturers.

One of them is Bethlehem Steel. I would just like to mention
names because I like to hold people accountable. I really would
challenge the statement that the so-called middle men, or the steel
suppliers, are responsible for gouging. The steel companies call it
profit recovery.

I have written to the Attorney General. He has not had the kind-
ness to answer my letter yet asking for an investigation for collu-
sion, and anti-trust, monolopolistic type of practices.

[The information may be found in appendix on pages 97-98.]

Chairman MANZULLO. It has not happened. I can show you. In
fact, you have the latest steel correspondence book, I would you
track in there exactly the fact that it is the steel manufacturers
themselves break a contract with the steel suppliers, saying, sorry,
we are breaking the contract and the steel suppliers have to pass
that bad news on to the steel users.

You had a comment?

Ms. VELAZQUEZ. You just mentioned that the Attorney General
didn’t respond. He hasn’t responded?

Chairman MANZULLO. No, he has not responded.

Ms. VELAZQUEZ. So maybe we need to subpoena him.

Chairman MANzULLO. Well, let me take that under consider-
ation.

[NOTE FOR THE RECORD: The Justice Department responded on
October 3, 2002. See page 98.]

Chairman MANZULLO.Mr. Secretary, I want to thank you for your
indulgence, and to thank you for being here. I thank you also for
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the willingness to work with us on those exclusions that obviously
fell through the cracks.

Mr. ALDONAS. Thank you for the opportunity.

Chairman MANZULLO. Thank you, again. You are excused.

[Recess.]

Chairman MANZULLO. We have the second panel here. Congress-
man Nick Smith, would you like to introduce your constituent.
Your statement will be made a part of the record.

Mr. SmiTH. Thank you, Mr. Chairman, thank you. I do welcome
Christine Dowding from Dowding Industries here.

Just let me briefly say that the high tariffs in Michigan and
many other parts are having the result of losing jobs and driving
business out. Just for the statistics, for every one person working
in the steel-producing industry, there is 57 people working in the
steel-using industry.

The economist in Michigan suggest that we are going to lose 6
to 10 jobs for every 1 job we save in steel-producing. With that, it’s
my honor to introduce Chris Dowding, president of Dowding Indus-
tries and Dowding Industries is a 36-year-old family-owned stamp-
ing business that employs about 140 workers in my district. I am
very proud to have Chris here today.

I might add that many of the steel-using industries have come
to me. They would like to be added to the 700-odd exemptions that
the administration has already made on giving exemptions for
some of the steel for particular industries that causes great distor-
tion.

I have a Fortune 500 company that is threatening to move out.
This is one company that is under duress because of the problems
of the tariffs. I applaud the Committee for holding this hearing and
certainly welcome Chris Dowding, who is the president of Dowding
Industries. So thank you.

[Mr. Smith’s statement may be found in the appendix.]

Chairman MANZULLO. We appreciate your participation. Con-
gressman Hobson, you also have a constituent that is here today.

Mr. HOBSON. Thank you, Mr. Chairman. First of all, let me say
to you, Mr. Chairman and members of this Committee, I really ap-
preciate all the hearings you have had relating to small business.
As you know, we have had a couple of other areas where we have
worked together to try to improve things for small business, and
I really appreciate the proactive stance you have taken, not just for
this hearing, but with a couple of other issues that we have taken
on and your championship of that.

I, today, want to introduce my constituent Jennifer John Friel,
President of Midwest Fabricating in Amanda, Ohio. I have toured
this facility and seen first-hand how hard it has been for this com-
pany to operate in these uncertain times. Midwest is representative
of other small businesses that drive my state’s economy.

Most are family-owned and operated, and I think there are a cou-
ple in this room besides Midwest, and they are vital to our local
communities just like a lot of other small businesses. I am a small
businessman by background myself.

Nick Smith was talking about the business as it affects Michi-
gan, and the steel-consuming businesses, such as Midwest have 20
employees in the State of Ohio for every 1 that is a steel-production
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job. So we have a lot of people that are involved in the manufac-
turing side of this.

But the interesting thing about this is that Midwest is incurring
a lot of problems because of these tariffs, and hasn’t purchased any
imported steel. This is occurring not only there, but other people
in this room from our district are having the same problem.

I think the tariffs were well-intended, but I think they are cre-
ating new problems without solving the old one. If they were de-
signed to save our nation’s steel producers, who is going to rescue
Midwest and other companies as they suffer from these tariffs?

The other thing I would like to say, and I can’t say this for Mid-
west, but I have seen those letters that you referred to before
where people just broke the contract and they just said if you want
you, you are going to pay it. We don’t care what agreements we
made before. That’s the deal. I think that’s a terrible way to do
business in our society. I don’t think it should be stood for. With
that, at this point, introduce Jennifer to all of you.

She runs a wonderful company in Fairfield County, Ohio. She
has a couple of locations there. Thank you for allowing these people
to come in and tell their stories.

[Mr. Hobson’s statement may be found in the appendix.]

Chairman MaNzULLO. Thank you for participating. You are both
welcome to sit on the panel as long as you can, and we will go from
there.

Our first witness is Jon Jenson, President of the Consuming In-
dustries Trade Action Coalition. We look forward to your testi-
mony.

Mr. HoBSON. He is from Ohio, also; but he is not from my district
or Stephanie’s.

Chairman MANzZULLO. Okay. That’s great.

STATEMENT OF JON JENSON, CAE, VICE CHAIRMAN & PRESI-
DENT, CONSUMING INDUSTRIES TRADE ACTION COALITION
(CITAC), INDEPENDENCE, OH

Mr. JENSON. Mr. Chairman, the Section 201 tariffs are reeking
havoc in the steel market for downstream manufacturers, despite
what you are hearing today. Skyrocketing prices, uncertain supply
due to allocations and lengthening lead times, broken contracts and
growing quality problems are forcing steel users to the brink of dis-
aster.

We urge the administration to end this tax on steel-using indus-
tries as soon as possible.

We thank you for your leadership and your continued attention
to the steel issue. Many of the witnesses at the Committee’s July
23rd hearing testified to the damage done by the steel tariffs. As
you will hear from the witnesses today, the situation has not gotten
any better. In fact, it’s gotten much worse.

The exodus of business to offshore manufacturers who can obtain
steel at globally competitive prices is accelerating. Particularly
alarming are shocking indications that more, new designs for parts
and components for future products are being shopped overseas.
Once this business leaves this country, it is not likely to return.

Furthermore, the ripple effect of the tariffs impacts the compa-
nies that supply steel-using manufacturers such as service centers,
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machine tool builders, welders, finishers, platers, assemblers and
others. The list of well-documented reasons for ending the steel tar-
iffs is more compelling than ever.

First, the tariffs are doing far more harm than good to our econ-
omy at a time when we can ill afford it. Second, they do not ad-
dress the cause of the steel industry’s problem, which is the non-
competitiveness of certain integrated producers due to relatively
high costs and operating inefficiencies.

Third, they threaten relationships with our trading partners.
Fourth, they interrupt critical steel imports that are absolutely es-
sential since we must depend on imports to supply 20 to 25 percent
of our domestic demand. Fifth, they restrict fairly as well as un-
fairly traded steel for which antidumping and countervailing duty
laws exist and are widely used.

Sixth, ironically, the tariffs inhibit and delay realization of the
very goal for which they were imposed—the rationalization, re-
structuring and consolidation of non-competitive U.S. steel capac-
ity. How much damage must be done and how many U.S. jobs have
to be lost before the administration recognizes that the steel tariffs
was a mistake and must be lifted?

Exclusions are not the answer. The exclusion process, the only
mechanism for providing relief for steel users is a blunt instrument
ill-suited for the micromanagement of the international steel mar-
ket. It’s a flawed process, inadequate, ineffective, inherently unfair
and manipulated to the disadvantage of the steel user.

The steel companies would have you believe a lot of things,
among them that the exclusion process gutted the Section 201 safe-
guard remedies. That’s not the case. Steel tariffs still covers 75 per-
cent of the tonnage potentially subject to the tariff—about 9 million
tons per year.

Furthermore, about half of the excluded tonnage is semi-finished
steel for the sole use of U.S. steel companies themselves. Clearly,
the domestic steel industry has no basis to complain, and the exclu-
sion process was seriously flawed.

Steel producers manipulated the process by representing that
they were ready, willing and able to supply specific products when
that was not, in fact, the case. The process was neither transparent
nor fair. Those applying for exclusions had little opportunity to
rebut objections raised by the steel producers.

In many cases tonnage limitations on granted exclusions were
simply inadequate. Further, the process is fundamentally dysfunc-
tional because the benefit from any exclusion goes to those compa-
nies that import the product first. There is no guarantee that the
companies that actually file for the exclusions will receive any ben-
efit from the exclusions at all.

The bottom line is that even after all these and other problems
are resolved, the product exclusion process cannot solve all of the
dislocations caused by the steel tariffs because many companies use
domestic steel and are not eligible for product exclusions.

The only solution is early review and repeal of these tariffs. Be-
tween 1995 and 2001, steel-using manufacturers, mostly small
businesses, added 1,255,000 new jobs to the economy according to
the Bureau of Labor Statistics. Today, they employ 13 million
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Americans compared to less than 200,000 in steel-producing indus-
tries.

Chairman MANZULLO. How are you doing on time?

Mr. JENSON. One paragraph.

Chairman MANZULLO. One paragraph? Make it short.

Mr. JENSON. It is, indeed, ironic that such an important gener-
ator of economic growth is being punished by our steel trade policy.
Here is that paragraph.

Efforts to reduce the world’s excess capacity of non-competitive
steel production are laudable, but are proceeding at a snail’s pace—
maybe we will see results some day. Steel-using manufacturers
who are struggling now for their survival should not be held hos-
tage to this process. They can’t want until some day. The tariffs
must be lifted now regardless of the progress of the OECD negotia-
tions. Thank you.

[Mr. Jenson’s statement may be found in the appendix.]

Chairman MANZULLO. Thank you for your testimony. We are
going to have Mr. Mark Kennedy introduce his constituent, and
then we are going to go to Mr. Hobson’s constituent for the next
testimony. That is Jennifer Friel.

Mr. Kennedy.

Mr. KENNEDY. I thank you much, Mr. Chairman, and thank you
and the Committee for bringing up this very important topic.

I think when you look at the steel tariffs that were put in place
six months ago, they were meant to help a few; but as we are hear-
ing today, they have hurt many. We oftentimes hear the big compa-
nies story on this, but understanding how this effects small job-pro-
ducing companies in our districts is absolutely, critically important.

I have seen this over and over, but probably no case where it is
more real than in the case that we bring before you today in Wil-
son Tool, a manufacturer in Hugo, Minnesota outside White Bear
Lake. We have with us, Mr. Brian Robinson, the president of man-
ufacturing of this company. I have been there. I have seen the ex-
clusiolril that they should have received, and we’re putting 40 jobs
at risk.

We are putting export jobs at risk when we are competing
against foreign manufacturers and we impose a cost on our steel
fabricators that is higher than their export competitors are facing.
We are really putting out own economic vitality at risk.

So I am very pleased to have Mr. Robinson with us here today,
and just to show how this is impacting Minnesota, we are also very
pleased to have Erick Ajax from Minnesota here as well. It is a
very important issue, and I applaud you for bringing this issue up.

Chairman MANZULLO. Thank you for your participation.

Our next witness is Jennifer Johns Friel. We look forward to
your testimony.

STATEMENT OF JENNIFER JOHNS FRIEL, PRESIDENT,
MIDWEST FABRICATING CO., AMANDA, OH

Ms. FRrRIEL. Thank you for inviting me to participate in this hear-
ing. My name is Jennifer Johns Friel, as the Congressman said.
I'm president of Midwest Fabricating Company. Midwest is a lead-
er in the cold-forming of steel wire into special fasteners and rods
for automotive, lawn and garden applications as well as a mag-
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nitude of components for various industrial and consumer products,
including appliance, highway and housing construction.

Midwest Fabricating is a family-owned corporation. We were
started in 1945, headquartered in Amanda, Ohio. We also have op-
erating divisions in Lancaster, Ohio and in Santa Fe Springs, Cali-
fornia. We have approximately 260 families that rely on Midwest
for their employment.

My company has been adversely effected by the Section 201 tar-
iffs on steel, even though we only buy from North American pro-
ducers. We process an average of 20 million pounds of material
each year, which happens to be industrial quality rod.

The steel tariffs have prompted our suppliers to dramatically in-
crease the pricing of this material, and more importantly, extend
the lead times from a historic 4 to 6 weeks to upward of 12 to 14
weeks.

The 201 remedies have caused tremendous dislocation in the
market that have seriously affected my ability to get the steel I
need at a reasonable price. It is very difficult to operate under
these conditions. Our customers will not consider price increases;
do not give us firm schedules 12 to 14 weeks in advance; and there-
fore, we are not certain that today we are even buying the mate-
rials that we need to supply them in the future.

Here is an example of the problem that we are facing. Our steel
supplier pushed back a quoted lead time an additional three weeks.
Since we owed parts to an assembly line that could not wait three
weeks for parts, we had to purchase material on the spot market
from a supplier that we consider to be substandard.

Half of the material we purchased turned out to be defective, re-
sulting in contaminated material throughout out supply chain. The
sorting, evaluation and containment costs that were associated
with this one order caused us to lose a substantial amount of
money.

Obviously, we don’t want to, and more importantly, cannot afford
to, continue to repeat situations like this. It is very difficult to run
a business when you don’t have any assurance that you will be able
to obtain the raw material you need. While we are doing every-
thing that we possibly can to obtain the steel we need, we are very
concerned that a lack of steel will mean that we will not be able
to supply particular orders.

The pricing and delivery environment that has developed in
wake of this Section 201 decision is also of concern to our cus-
tomers. After the steel tariffs were put into effect, one of our long-
standing customers placed a huge order with a Canadian supplier
instead of with us because the customer was concerned that we
would not be able to get the steel we needed. Now this order was
worth $5 million a year over an eight-year span. We are a $25 mil-
lion company. It is a significant order to us and the people who
work with us.

It will be very difficult to replace this business. This particular
part will have a life span of eight years, as I said. It will not come
up for redesign for another eight years. So even if these tariffs are
not taken away today, I am still going to be suffering way after the
three years, if they last that long, because of what has happened
with the 201 decision right now.
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The steel tariffs have clearly harmed many downstream con-
suming industries. The impact, I think, is spreading far beyond
what could have been anticipated into businesses such as mine. We
are clearly an unintended consequence. Please help me and the
people who work with me by taking action to help lift these tariffs
as soon as possible. I thank you.

[Ms. Friel’s statement may be found in the appendix.]

Chairman MANzULLO. Thank you for your testimony. Our next
witness is Erick Ajax from E.J. Ajax and Sons, Inc. They are metal
stampers out of Fridley, Minnesota. We look forward to your testi-
mony.

STATEMENT OF ERICK AJAX, VICE PRESIDENT, E.J. AJAX AND
SONS, INC., FRIDLEY, MN

Mr. AJax. Thank you very much, Mr. Chairman, for inviting me
to testify today. I am vice president of E.J. Ajax and Sons, and we
primarily produce hinges and other steel parts that are used in the
appliance industry known as the light good industries, and also
electrical enclosures that we sell worldwide.

E.J. Ajax has made a concerted effort in the last 10 years to be
internationally competitive. In the last decade we have made siz-
able investments in the professional development and training of
each and every one of our employees. For the last five years, every
employee in our company—from the janitor to the president—has
average 200 hours a year of professional development and job-re-
lated education so that we can compete in the world market.

We put every nickel of our profit for the last decade—the last two
decades back into our machinery and equipment and paying our
taxes. We have been able to reduce our total cost of labor from over
15 percent to down under 9 percent.

Chairman MANZULLO. Why don’t you take a sip of water there.
We won’t charge you for the time.

Mr. Ajax. Thank you, Mr. Chairman. So these efforts are really
successful in helping us compete all over the world. We have, up
until recently, been able to export more than a third of the steel
hinges and parts. But I have to say that the 201 tariffs have made
it very difficult for us to sell domestically, yet abroad.

We primarily buy hot rolled and cold rolled steel and galvanized
from service centers. This is the plain manila material that we
have helped our customers engineer into their product, and we esti-
mate that 70 to 80 percent of this steel is purchased from domestic
sources and always has been.

However, since the imposition of the 201 steel tariffs, our raw
material lead times have gone from days to months. Most of our
long-term contracts were also broken within weeks of President
Bush’s proclamation of imposing the steel tariffs.

We have been forced into the spot market in many cases, and
this uncertainty as to supply makes it very, very difficult for us to
continue to do business. In addition, the steel tariffs have increased
our costs from between 30 and 60 percent. Keep in mind that the
steel that we use in the hinges that sell to the world market rep-
resent 50 percent—50—of our total costs.

Since the vast majority of our customers are unwilling to accept
the prices increases, they have turned to the world market. We
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have been successful in passing a small, and I emphasize a small,
portion of our price increases onto our customers. They have clearly
told us that we are shopping those parts so that we can remain
competitive in the world marketplace.

Several of our customers have already began to purchase parts
from the other countries, and some of them are seriously consid-
ering moving more and more of their manufacturing out of the
United States. We have lost several Fortune 500 companies out of
the Minneapolis area in the last 12 months and more are on the
way.

One of our largest customers just told me yesterday that a family
of parts that we sell to them was recently quoted with three Chi-
nese sources at a 50 to 70 percent savings over what we are cur-
rently charging for the part. That is a sizable contract that is really
is about 10 percent of our total sales.

Since the steel imports were imposed on March 5th, we have had
to lay off a total of 20 percent of our work force. You talk about
having to look someone in the eye—we have a small family busi-
ness and this is very, very difficult. I can attribute that 20 percent
directly to the 201 steel tariffs, and there is the prospect of more
to come.

On behalf of the employees of E.J. Ajax, and the other 13 million
employees that consume steel, we urge you to lift these tariffs as
soon as possible. Thank you very much, Mr. Chairman.

[Mr. Ajax’s statement may be found in the appendix.]

Chairman MANZULLO. Thank you for your compelling testimony.
Our next witness is Jay Carlson from G&R Manufacturing, Inc. in
Naugatuck, Connecticut.

Mr. CARLSON. Naugatuck, Connecticut. That is correct.

Chairman MaNzULLO. Is Congressman Nancy dJohnson your
member?

Mr. CARLSON. She is but she is not able to be here.

Chairman MANZULLO. I understand. We look forward to your tes-
timony.

STATEMENT OF JAY CARLSON, PRESIDENT, G&R
MANUFACTURING, NAUGATUCK, CT

Mr. CARLSON. I thank you for inviting me to testify this morning.
My name is Jay Carlson, and I am president of G&R Manufac-
turing. But I have got to be honest with you——

Chairman MANZULLO. Jay, could you put the mike closer to your
mouth when testifying? Thank you.

Mr. CARLSON. I have got to be honest. I feel like I am preaching
to the choir here because, as I see it, anybody who should be listen-
ing to our testimony this morning has already left the room. So
that’s actually a little bit disheartening.

G&R Manufacturing is located in Naugatuck, Connecticut. The
company began operations in 1972; primarily, as a metal stamping
house. We have grown into a full-service turn key manufacturing
facility. G&R Manufacturing provides everything from basic
stampings, progressive stampings, transfer press eyelets as well as
intricate multi-component assemblies. We currently employ 40
workers.
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G&R requires 550 tons of steel each year. We buy our steel do-
mestically through service centers. The steel tariffs imposed by the
present in March have reduced the availability of steel in the mar-
ket to the point that our supply of steel is not reliable.

Our service centers have been put on allocation. As a result, we
have experienced sever shortages of certain steel grades as well as
unacceptable increases in lead times for others. Lead times have
increased from 4 to 6 weeks to 16 weeks or more. The increased
lead times have places some of our automotive customers in poten-
tial lying down situations.

In order to avoid this situation, we have had to pay extra of ex-
pedited shipping and obtain our steel from alternative sources.
This has increased our costs significantly and it could potentially
jeopardize the quality of our products. The alternative sources that
we have to utilize are not necessarily the best quality, but they are
our only alternative.

In addition, we have to face steel price increases of 40 to 60 per-
cent. This translates into additional costs for my company of
$100,000 to $200,000 a year. G&R is a small business and cannot
absorb these costs, nor do we have the power to pass these higher
costs onto our customers. We are already competing in a global
market that is a rather uneven playing field in terms of labor,
health and environmental costs.

The steel tariffs have tipped the scales even further by making
my steel costs substantially greater than those of my foreign com-
petitors. On top of all that, our foreign competitors are able to im-
port their product to this country duty-free. As a result, G&R Man-
ufacturing, like many other small- and mid-size companies has a
difficult time competing and finds it difficult to stay in business.

I can tell you that G&R Manufacturing’s experience is not
unique. As a founding member of the Manufacturer Leadership
Group of Connecticut, which consist of 180 small businesses in the
Waterbury, Connecticut area, I know that the tariffs have had a
ripple effect. As U.S. steel-consuming industries lose business, so
do the companies that supply those industries—such as service cen-
ters, finishers, platers and assemblers. The situation is only getting
worse.

The steel 201 tariffs need to be lifted as soon as possible. We op-
erate on tight margins and a very competitive market. The hard-
ship of these tariffs, and our inability to pass on any price in-
creases, will costs not only jobs, but will also affect G&R Manufac-
turing’s ability to survive. Thank you again for letting me testify
this morning.

[Mr. Carlson’s statement may be found in the appendix.]

Chairman MANZULLO. Thank for your testimony. Our next wit-
ness is Christine Dowding. Could you bring the mike closer to you
and bring it down just a little bit there. That’s fine. Thank you. We
look forward to your testimony.

STATEMENT OF CHRISTINE DOWDING, PRESIDENT, DOWDING
INDUSTRIES, EATON RAPIDS, MI

Ms. DowDING. Thank you, Mr. Chairman. Good morning, it is,
indeed, an honor to appear before this Committee. My name is
Chris Dowding.
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As Mr. Smith stated, I am the president of Dowding Industries
with locations in Eaton Rapids and Springport, Michigan. I am the
second generation of our family business that my father started in
1965. We are a steel user employing about 150 employees.

We purchase nearly $7 million worth of steel that is turned into
products for the diesel and automotive markets. Our customers are
such companies as Cummins, Caterpillar, TRW and Borg Warner.

The Section 201 steel tariff is having a devastating effect on my
business. While we as steel users want producers to be stateside,
I, as a small business, now feel like I am David facing the immense
statute of Goliath.

As a small business, we do not want steel producers as our foe.
We want to join with our fellow Americans and find solutions to
help the ailing steel industries. Solutions that do not put American
steel users at risk of extinction. Solutions that do not pit 59 user
jobs against 1 producing job. We need to join forces with a solution
that does not put us at odds with each other. We are in business
together here.

There are enough economic constraints facing American compa-
nies against global third world competition as has already been ad-
dressed here today, such as the rising insurance health care costs.
Let’s not sustain another. We understand that President Bush has
closed his door to this issue, and in the light of the terrorism facing
America, I understand the priority.

However, President Bush, we pray you will open your door and
hear the voice of the small businessman in America. I am fighting
for the survival of not only my company, but the survival of my in-
dustry, for small businesses all over America. The heart of America
is small businesses. I am fighting for the long-term jobs of my em-
ployees, not the next election vote. My concern is how do we get
the message to President Bush.

My father frequently reminds me that God has blessed our com-
pany when I am feeling like we don’t feel so blessed, based on the
current conditions. We worked hard to make good business deci-
sions as some of our counterparts have stated here today. A second
generation trying to pass on my father’s dream. I graduated from
Northwestern University in 1990 with a Masters degree in Man-
agement. We have made a commitment to come out of every reces-
sion better than when we went in. We have invested in our people
through two training grants with our local community college. We
have purchased the latest technology in the world in both laser and
machine cutting.

We have purchased rundown factories and invested nearly half
a million dollars in their renovations. We have survived the eco-
nomic downturn of the heavy-duty truck market, and we had to lay
off 130 people. I had to look at those people in the face and it is
horrible. We came out of it and we have survived, and we still em-
ploy 150 people.

My father’s dream has been to develop our community and pro-
vide jobs for Americans, not move our company abroad. However,
due to the steel tariffs, we have begun conversations with a Mex-
ico-based company.

Please understand this was not in my five-year goals or objec-
tives that we established just last year. However, if this is what
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it takes to keep my family business ongoing, we will pursue it
versus the alternative, which is the elimination of it. We are seeing
an average of 16 to 20 percent increases in material prices, and I
have that here and I am willing to submit it—as much as 66 per-
cent on some of the items to the tune of $50,000 per month cost
impact.

On an annualized basis, this equals more than three times what
my company has made, entirely, in the last two years. As if piece
price wasn’t enough alone, we are now faced with longer lead
times, premium charges, charges due to unavailable material. As
a small business user, we buy steel through service centers. Before
the tariffs were imposed, our lead time on material was two to four
weeks. It is now as much as six months and delivery and quality
are unreliable.

We recently had a promise, and we were told, I'm sorry, we can’t
deliver that after all. I am running out of time, so I've got to skip
to the end.

Our customers demand 3 to 5 percent cost reductions. They will
not allow us to increase our prices. They are making us be competi-
tive with Taiwan, Vietnam and Mexico; and if we can’t match the
price, we lose the work.

It is an un-level playing field for the small business users, and
why does anybody think a small business user can play in it any
better than the big steel industry.

Mr. Chairman, we are asking for an opportunity to stay in busi-
ness and remain competitive in the global market. Without a reli-
able, competitive supply, Dowding cannot be a successful small
business. I am confident there is another solution to help the ailing
steel industry without victimizing small business USA and their
employees.

President Bush, let’s talk. Thank you, Mr. Chairman, for this op-
portunity.

[Ms. Dowding’s statement may be found in the appendix.]

Chairman MANzZULLO. Thank you for your enthusiasm and sin-
cerli{t% Our next witness is Brian Robinson from—is it really Ham
Lake?

Mr. ROBINSON. I am from Ham Lake, yes. The company is in
Hugo.

Chairman MANZULLO. Okay, I just never heard of Ham Lake be-
fore. There are a thousand lakes in Minnesota and they stopped
counting. I know the story. Brian, we look forward to your testi-
mony.

STATEMENT OF BRIAN ROBINSON, PRESIDENT OF MANUFAC-
TURING, WILSON TOOL INTERNATIONAL, WHITE BEAR LAKE,
MN

Mr. ROBINSON. Thank you, Mr. Chairman. My name is Brian
Robinson, and I am the president of Wilson Tool International.

Wilson Tool of White Bear Lake, Minnesota is a 36-year-old, pri-
vately owned corporation that is the world’s largest independent
manufacturer of punch press and press brake tooling. Wilson cur-
rently has 470 employees. In October of 2000 we employed 770 em-
ployees.
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The total reduction of over 280 employees has taken place since
that time due to the current economic down turn and its dev-
astating impact on the manufacturing sector. As I sit here today,
I currently have 40 more jobs at risk due specifically to the tariffs.

I am here to tell you that the steel exclusion process did not
work. It has unintended consequences for further job losses in the
manufacturing sector. Wilson Tool has applied as early as October
2001 for an exclusion on cold rolled steel products engineered into
special shapes, also known as profiles.

Wilson applied for this exclusion because we were unable to pur-
chase these profiles from a domestic source. Indeed, we were as-
signed an official “N” number to the exclusion request, and reason-
ably assumed that our exclusion request was accepted and would
be considered.

Accordingly, profile shapes remain subject to the 30 percent tar-
iffs. It does not make any sense to impose a tariff on a product that
is not made in the United States. It does not help any domestic
company and it simply increases our costs and makes it more dif-
ficult for us to compete in the marketplace.

Wilson Tool has always had a commitment to buy steel products
from domestic sources whenever possible. While Wilson currently
purchases 85 percent of its steel from domestic sources, Wilson has
had to import these profiles because we have been unable to pur-
chase this material from a domestic source.

When Wilson Tool first developed a need for these profiles, we
actively solicited bids from all U.S. steel manufacturers capable of
producing the profiles. Wilson required 29 separate profiles with
varying sizes and quantity limitations ranging from 1 U.S. ton to
a maximum of 21 U.S. tons per profile per year. Only one domestic
company submitted a bid, and it did not meet the requirements
and quantities or scope.

Accordingly, Wilson has had to resort to foreign producers and
accept the bid of Boehler-Uddenholm of Austria. Wilson Tools has
worked with Boehler over the course of the last two years and
spent tens of thousands of dollars to develop the profiles to our
specs. This development process was lengthy in part because of all
the products needed to be certified and to go through extensive
quality control.

Again, Wilson has always made a commitment to purchase steel
from the domestic source; but when we cannot purchase the steel
we need from the domestic source, we do not understand why we
should have to pay Section 201 tariffs. It makes no sense. If the
exclusion process of the tariffs remain, it definitely needs to be
more transparent to the smaller business.

In closing, I have come to Washington to testify because there is
something inherently flawed with the process of obtaining an exclu-
sion to the Section 201 tariff.

When small business must engage lobbyists to represent them or
to be compelled to travel to Washington in order to advocate their
right to be heard, or when a tariff is imposed on domestic manufac-
turers for importation of raw steel product only to have their for-
eign competition import the same steel product produced from the
same foreign mill as a finished product without a tariff, then we
have a problem.
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It is obvious that the exclusion process does not work. Therefore,
the tariffs do not work; and they have caused unintended con-
sequences to the manufacturing sectors. Thank you.

[Mr. Robinson’s statement may be found in the appendix.]

Chairman MANZULLO. Thank you. Our last witness is Bob Jones,
who is director of Marketing, Sheet Mill Group. Oh, Bob Johns. I
am sorry. Somebody correct his name tag there.

Mr. JoHNS. It’s handwritten.

Chairman MANZULLO. Johns—J-O-H-N-S?

Mr. JoHNS. That’s correct.

Chairman MANZULLO. I am sorry. Bob Johns, who is the Director
of Marketing of Sheet Products of Nucor Corporation. We look for-
ward to your testimony. We are going to correct your name plate
right now.

Mr. JoHNS. I feel like the fire ant at the picnic here.

Chairman MANZULLO. You are doing fine. You might want to pull
the mike closer to you. Thank you.

STATEMENT OF BOB JOHNS, DIRECTOR OF MARKETING,
SHEET MILL GROUP, NUCOR CORPORATION, CHARLOTTE, NC

Mr. JoHNS. I am Bob Johns of Nucor Corporation. We are a steel
mill, obviously. Perhaps one of the reasons we are here is that we
put a slightly different view of the 201 decision than a lot of people,
and we have been known for plain talk.

We put it in the context of the need for free and fair trade. And
to us, fair trade means trade according to international rules
agreed upon by the United States and over 100 of its trading part-
ners, not lawless chaos.

Our trading partners have violated the antidumping and coun-
tervailing duty laws with respect to steel so pervasively that en-
forcement of our trade laws is virtually impossible. As a result of
blatant violation of international trade rules, the domestic steel in-
dustry was undergoing unprecedented hardships.

The updated number of the number of bankruptcies—our count
is 35 as of a week and a half ago. Roughly 15 million tons of capac-
ity was shut down, either temporarily or permanently. I might add,
it was fairly suddenly. Even companies like Nucor, which is the
most efficient steel producer in the world, were finding it difficult
in our own home market.

Clearly, something is dysfunctional with the world steel market.
As the result of the presence of imports sold in the United States
in violation of international rules, steel prices were, as Treasury
Secretary O’Neil put it just a few days ago, fictitiously low. I think
that it is worth repeating—fictitiously low.

The 201 relief has had a beneficial effect on three classes of
small businesses not invited to today’s hearing—small steel pro-
ducers, companies supplying goods and services to the steel indus-
try and steel users who depend on a reliable source of domestic
steel and don’t have a problem. There are literally hundreds of
these countries in all parts of the United States.

There is a representative of one of these companies here today,
Doug Ruggles of Martin Supply Company. His operation nearest us
is in Decatur, Alabama. Mr. Ruggles, who supports the 201 deci-
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sion, had hoped to testify before you today, but unfortunately, he
was not invited as he does not oppose the 201 relief.

The Committee has not heard from any of the other hundreds of
small companies like Martin that supply the steel industry. I would
hope the Committee would hold a hearing that would be inclusive
of those small businesses supporting the 201 decision at some
point.

Some steel consumers have blamed the 201 for rising costs, in-
creased import competition, and even the movement of production
overseas. If you look at their claims, you will see that many of
these problems emerged well before the president acted. The over
valued dollar and the sluggishness of the U.S. economy have had
a much greater effect than any 201 relief.

At the same time, the economy data do not indicate that 201 re-
lief has caused either rising prices or increased unemployment in
the general economy. Steel prices have risen throughout the
world—and this is kind of an update for people that make charts.

In China, for example—and this is as of last week—transaction
prices now for hot rolled coil are higher than they are in the United
States. If foreign manufacturers have any advantages in steel
costs, those advantages are more than offset by the higher produc-
tivity of American workers and the costs of moving merchandise to
the United States.

As for the exclusion process, I can attest that it was not only ex-
haustive, but exhausting probably for all parties involved. The U.S.
government granted over one-half of the exclusions requested. As
a result, by our count, about 5.5 million tons remain covered by the
201 remedy. Let me qualify that by saying its finished product.

The supply issue is old news. Supply is balanced in most prod-
ucts, and becoming balanced rapidly in others and prices have sta-
bilized at low levels by historic measures. The shortage and price
message is no longer connected to reality in the products that
Nucor makes.

The president’s decision to provide relief under 201 has had an
immediate and positive effect on hundreds of small businesses
across the United States. I implore you to ask Doug Ruggles. By
ensuring that the U.S. steel industry can continue to supply its
customers’ needs, it will benefit the thousands of small businesses
using steel as well as those supplying the steel industry and its
workers for years into the future. We do thank you for the oppor-
tunity to express our views.

[Mr. Johns’ statement may be found in the appendix.]

Chairman MANZULLO. Well, thank you. We corrected your name
plate. It is extremely important. I appreciate your testimony.

We have another vote coming up here very shortly. Mr. Johns,
do you know how much, if any, Nucor has increased the price of
your steel in the past six months or so? Do you have those figures?

Mr. JoHNS. We don’t have a general figure. It really depends on
the individual product line. Where there is no relief afforded by the
201 there have been zero price increases, in fact, decreases.

Chairman MANZULLO. You have had zero price increase

Mr. JOHNS. On some products. Do you know anything about
Nucor’s breadth of products?
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Chairman MANZULLO. I know that you are a mini-mill, and I
know that you are located in Charlotte, North Carolina.

Has anybody here bought Nucor steel?

Ms. FRIEL. Yes. Actually, we were getting quotes from Nucor
January 1st, $16.20 a hundredweight. We got a quotation last week
$19.65 a hundredweight, which is a 21 percent increase from
Nucor.

Chairman MANZULLO. For what type of steel?

Ms. FrIEL. It was cold rolled bar.

Chairman MANZULLO. Would you want to comment on that, Mr.
Johns?

Mr. JOoHNS. I can’t comment on cold drawn bar because that is
a downstream product for us. I would have to look into that. I rep-
resent the flat roll division, and we are predominately involved in
the hot rolled, cold rolled and coated products.

Chairman MANZULLO. So the product to which she testified is an
increased step after it leaves your hands. Is that what you are say-
ing?

Mr. JOHNS. It’s a downstream product for our division.

Chairman MANZULLO. For Nucor?

Mr. JoHNS. For Nucor now. I certainly would like to look into
that, but what I would also suggest is when we see the term “price
increase,” and we see it all the time, I think it needs to be put into
context because I look at all these wonderful charts around the
room and I see they start at a 20-year low created by illegal dump-
ing, and the price was compelled by illegal dumping.

When you make that the start and say increase versus what the
price was in 1982, 1989, 1996, 1997, I would suggest that we have
had a restoration as oppose to increases.

Chairman MANZULLO. But you know 201 doesn’t deal with dump-
ing. It deals with surges.

Mr. JoHNS. I understand that.

Chairman MANZULLO. There has been no finding that the foreign
products that were shipped here were at predatory prices or that
the companies shipping them had been subsidized by the govern-
ment. That element is not here. You had used it in your testimony.

Mr. JoHNS. No, I would take you back to the genesis of the 201.
I also stated the pervasive nature of the violation of U.S. trade law
had resulted in—by the time the President looked at this issue,
there were about 200 active antidumping orders in place—proven
violations of U.S. trade law—another 50 pending. If you put your-
self in our shoes, you are looking at product and country switching
that had no end to it.

Chairman MANZULLO. My question here is these witnesses
here——

Mr. JoHNS. If you will allow me to finish the comment.

Chairman MANZULLO. I am sorry, go ahead.

Mr. JoHNS. When you are dealing with that pervasive nature of
violation of U.S. trade law, the only mechanism you have is the
safeguard mechanism provided by the 201.

Chairman MANZULLO. You could have enforcement of the dump-
ing laws.

Mr. JOoHNS. It’s a two-year process from the beginning to relief.



31

Chairman MANzULLO. That is correct, but it is also the fairest
because you can end up with retroactive tariffs.

Mr. JoHNS. Very seldom.

Chairman MANzULLO. If it is done right, you can, and you can
stop the practice.

Mr. JoHNS. It does not normally fall back.

Chairman MANZULLO. But we have got people here who have tes-
tified to the fact that they have had price increases. Mr. Carlson
testified that he had price increases of 40 to 50 percent. Who is re-
sponsible for that?

Mr. JoHNS. I will go back to the point I made before.

Chairman MANZULLO. But a TV costs less now than they did 10
years ago. How far are you going to go back and say they were at
an all-time low. I don’t think that is a valid argument. You keep
going back to where it was in the good old days.

Mr. JoHNSs. No, this is not the good old days. We are talking
about a 20-year average.

Chairman MANZULLO. I don’t know of any industry that says,
well, these prices are not where they were years ago. Granted, it’s
the farming industry, and everybody knows what happened there.
That is totally subsidized and there is a huge problem going on
there, but I just don’t see your point. What you have here is these
people are desperate.

If they go out of business, you won’t have a market to sell to.
That is the point they are trying to make, is eventually, one by one,
they are going to get picked off. They are going to get closed down
by the Chinese people. In fact, at the opening of this hearing, Na-
tional Metalwares lost three contracts to the Chinese.

If they take any more hits, they are going to be out of business.
And as this has a domino effect, because you won’t have anybody
to sell steel to. That’s what they are concerned about. There is a
balance in here that’s missing.

Mr. JoHNS. There is a balance clearly missing, and that is, you're
hitting on the fundamental issues that we ought to be addressing,
which are currency manipulation—the value of the U.S. dollar and
trade practices by our so-called trading partners.

Chairman MANZULLO. We continue to work on that, but unfortu-
nately, the administration is in favor of a strong dollar. We are just
having a very difficult time. Where are those letters from the steel
manufacturers? Jesco Industries here is a steel user out of
Litchfield, Michigan. Some of their suppliers increased their prices
dramatically. Some up to 50 percent.

Here is a letter from Crawford Steel Company. This says “Due
to the Section 103 decided by the government to warrant a 30 per-
cent tariff on flat rolled imports, we have been forced to raise
prices across the board on your sizes. Prices from the domestic
mills have increased from $200.10 a ton to anywhere from $300 to
$350 a ton as an unprocessed ban.”

[The information may be found in appendix page 153.]

Chairman MANZzZULLO. Buhrke Industries out of Arlington
Heights, Illinois employs 120 people, and they got a letter from
their intermediary, which is Viking Materials, and they attached to
it a letter from Bethlehem Steel that says the following purchase
orders will be increased $4.50 effective June 1st.
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[The information may be found in appendix pages 156-161.]

Chairman MANZULLO. They take existing purchasing orders—ex-
isting contracts and unilaterally raised prices. Has Nucor raised
the prices on existing contracts?

Mr. JOHNS. Nucor has honored its commitments on the agree-
ments that we have with customers.

Chairman MANZULLO. Good for you. That is why we don’t have
any letters in here complaining about Nucor.

Mr. JoHNS. I know you were looking for one.

Chairman MANZULLO. You bet. We were. I appreciate the fact
that we don’t have any evidence here on Nucor doing any gouging.
We do have other companies that are involved in it.

Mr. Johns, I want to thank you for the fact that there are no let-
ters in here with Nucor. I thought I ought to let you know this. The
purpose of this hearing, and the reason that you are outnumbered
up there, is the fact that these people have not had a voice. Your
industry has been welcomed into the White House.

Your industry has had a lot of friends on Capitol Hill going
around talking about this. The steel users have been scratching
around trying to bring together a bunch of little people. They are
little people, and it’s very difficult to bring together hundreds, if
not thousands, of small manufacturers compared to a relatively
small number of steel manufacturers.

So the only forum that they have been afforded is the Small
Business Committee, which we call the Committee of last resort.
When nobody else will listen to the little guys. That’s why we have
so many people that represent that perspective as opposed to yours.

But I just want to tell you I appreciate your testimony. I appre-
ciate your honesty and appreciate your integrity.

Mr. JoHNS. I would encourage you to talk to Doug Ruggles about
the other side of the small business.

Chairman MANZULLO. I can understand it. We have also talked
to them.

I have got to go vote to take part in this continuing process of
democracy. I really look forward to working with all of you again.
Mr. Johns, my door is open to you, also. This Committee is ad-
journed.

[Whereupon, at 12:45 p.m., the Committee was adjourned.]
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‘What I said two months ago is even truer today. The higher steel tariffs —
imposed for a noble purpose — are devastating American small steel-using manufacturers.
No doubt that some in the steel industry are doing better. We all want a strong and
vibrant steel industry. But when there are 59 jobs in the steel-consuming sector for every
1 job in the steel-producing sector and America ts projected to lose eight manufacturing
jobs for every steel job protected by the tariff, I cannot help but conclude that the
overwhelming majority of small manufacturers and their workers are hurting from
arbitrary price hikes and supply shortages. They are losing their global competitiveness,

~as foreign companies are able to sell finished goods made with steel bought at world
market prices in the US, undercutting American small manufacturers. That’s why 1 titled
this hearing “Lost Jobs, More Imports” because many small steel-using manufacturers are
laying off workers and more finished goods are eutering this country from abroad thanks
to the higher steel tariffs. There’s got to be a better way to solve the problems facing the
steel industry.

Many have mistakenly thought that the exclusion process would take care of this
probleme. However, for most steel-using manufacturers, the exclus:on process was
irrelevant. While the 30 percent duty was imposed on imported flat-rolled steel, this
price increase — plus more — was passed along to steel-using manufacturers who have
always bought American steel. This steel is not subject to the exclusion process. Thus,
we need to terminate the steel tariffs at a minimum by the mid-point review. Our small
manufacturers cannot hang on for three years.

Despite the weaknesses in the exclusion process, some further refief can be
achieved here. Hundreds of small companies were unaware of the May 20" deadline for
filing exclusion requests, including the 50 employee firm of Amold Engineering in
Marengo, Iltinois. They don’t have the luxury of reading the Federal Register everyday.
However, making them wait until next March for an exclusion decision could drive
companties like Amold Engineering to close. To add insult to injury, Amold leamed two
weeks ago that they are now subject to an additional 8.47 percent anti-dumping duty on



34

top of the 30 percent tariff even though no American steel producer makes the
customized magnetic steel product Armold needs to manufacture anti-theft tags used in
retail stores. Iurge the Administration to speed up the exclusion process so that decisions
can be reached by Christmas. Wouldn't that be a great gift to give our small
manufacturers and their employees!

During this exclusion process, it is also imperative that it becomes more open and
transparent. Steel-users must have the opportunity to respond to the steel-producing
objectors. Steel-producers must not hide behind some brief statement that they can
produce 2 certain product and then not sell it to the steel-user seeking the exclusion
request,

Mastercoil Spring of McHenry, Itlinois has been diligently following up with the
two steel producers who objected to their stainless steel wire exclusion request ~
Sumiden Wire Products and Industrial Alloys. Sumiden got back to Mastercoil last
Friday with a quote ranging from 30 to 36 percent higher than the price they are paying
now for their product, even though the tariff imposed on imported stainless steel wire was
only eight percent. If Mastercoil accepted these prices, they could not remain in business
for very long. Plus, Sumiden would not guaraniee timely delivery of product to
Mastercoil because Sumiden is operating at full capacity. In effect, Mastercoil would
have to take a number and wait at the end of the Iine. This runs counter to Sumiden’s
objection in which they said, “Sumiden can supply all of Mastercoil’s demand for this
product.” At least Sumiden finally got back to Mastercoil. Industrial Alloys has yet to
respond. All this has caused Mastercoil last week to decide to purchase an Italian spring

“tnanufacturing company to keep its global competitiveness, not only in the Furopean
market but also domestically.

Similar stories are appearing across the nation, inclhuding the situation facing
David Pritchard of A L. Rose in Ohio who testified before this committee Jast July and
Brian Robinson of Wilson Tool in Minnesota who is testifying before us today. The
Commerce Department and the U.S. Trade Representative’s office must dig into these
exclusion requests more to make sure that steel producers are not hiding behind a smoke
screen of misleading statetnents that are not substantiated by the facts.

There have been tremendous unintended consequences of these steel tarills on
small steel-using manufacturers. This policy is obviously doing more harm than good.
We cannot afford to Jose any more jobs in America. American steel-using
manufacturers are in crisis right now. Many of them will not be around next year if this
tariff policy remains unchanged. At an absolute minimum, the Administration needs to
move up the start of the second round of exclusion requests. And, I strongly urge the
President to rescind these tariffs as soon as possible.
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MA Toov U{
Small Business Committee Hearing
September 25, 2002
I am a passionate believer in free markets and free trade. I have voted to
reduce trade barriers and expand trade at every opportunity: Trade
Promotion Authority (TPA), Free Trade Agreement with Jordan,
Bilateral Trade Agreement with Vietnam, and Permanent Trade

Relations with China (PNTR).

In fact, last year I held a Small Business Subcommittee hearing on Trade
Promotion Authority and its impact on small business exporters and
farmers. We heard from the witnesses that free trade is good for
American small businesses, farmers, and workers. Trade Promotion
Authority will energize efforts to remove artificial trade barriers, expand
U.S. trade, and provide a real boost to entrepreneurs, our economy, and
job creation. I would like to thank Undersecretary Grant Aldonas for

participating in that hearing and I welcome him back today.

T am convinced when people have more freedom to exchange the goods
and services they produce, including with people in other countries, all

parties benefit.
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Unfortunately, the world steel market is not a free market. The
President’s temporary safeguards under Section 201 of our nation’s trade
laws will allow the steel industry the time nceded to carry out further
investments and restructuring. More importantly, it will give foreign
governments and foreign steel producers an incentive to reduce their

. . suBsiDITEP . L .
inefficient, excess capacity, which is at the bottom of this problem.

I am very sympathetic about the problems you are facing. I would like to
be helpful in any way possible to ensure that our small businesses are
able to acquire the necessary steel products to operate their businesses.
First and foremost, we are here to work with you to address your very

legitimate concerns.

Having said that, Mr. Chairman, T must say that I think our fire is being
unfairly aimed at the domestic steel industry. It is not the domestic
industry, or the modest price recovery that is now occurring, that is at the
root of this problem. The problem - as the President has correctly

identified -- is foreign overcapacity.

The truth is that steel prices prior to the President's steel program were at
a 20-year low. This is the result of massive worldwide over-capacity in
steel production, which was caused by foreign government policies such

as subsidization and home market protection.
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The flood of steel imports has resulted in thousands of lost jobs, dozens
of bankrupt companies and the devastation of entire towns and

communities.

The President understood this problem and that is why he initiated a
three-part plan to address the steel crisis. This plan calls for negotiations
to eliminate foreign market distortions, negotiations to eliminate foreign
overcapacity and an investigation of the affects of steel imports on the

domestic market under section 201 of our trade laws.

After the most intensive investigation in its history, the International
Trade Commission ruled in a unanimous 6-0 vote that imports were the

primary cause of the serious injury to the domestic steel industry.

It is essential that we keep in mind that the effects of low-price imports
are not just low-priced steel for consuming industries. By undercutting
the U.S. market with imports, the foreign producers have put our

domestic steel industry at risk.

The President announced Section 201 tariffs in March 2002 to help
remedy this situation. Tariffs %:ucause harm and should only be used as
an absolutely last alternative when all other remedies have failed. Such
was the case regarding foreign subsidized steel by March 02 when the

President decided this was the only remaining option.
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Porm A LIng
Only when gl_g/_ know that we are willing to retaliate with tariffs, can we
realistically expect foreign governments who heavily subsidize their
domestic steel production, to reduce those subsidies and this massive

distortion of the global steel market.

Steel prices are beginning to return to normal levels -- prices are only
now reaching the level of average steel prices over the last 20 years. At
this point, the process must be given time as prices recover and the

industry has an opportunity to restructure,

The President also included a release valve under his 201 program. The
product exclusion process was instituted to allow certain steel imports to
enter the U.S. market duty-free. The domestic industry has worked with
the Administration and its customers and has only objected to the
exclusion of those products that it could produce and supply to its
customers. Nevertheless, the Administration granted 97 exclusion

requests over the objection of the domestic industry.

It is important to note that most impotted steel products are not covered
by the Section 201 tariffs as a result of the Administration's country and
product exclusions. In addition, steel imports have been returning to the
U.S. market and are increasing in recent months. The fact is steel

imports in 2002 are higher than in 2001.
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Further, while domestic steel prices have increased, so have steel prices
around the world. As a result, foreign competition in industries that use

steel as an input also are facing higher prices.

Nevertheless, I understand that there are businesses that have been
affected by the 201 remedy. I would like to be helpful in dealing with
these concerns. I will work to make sure steel is available to any small
business that feels it has been unable to acquire sufficient amounts of

steel.

With that said, businesses that consume steel must have known that these
low prices were unsustainable. I am not criticizing the business practices
of any company in particular. I am simply poiriting out that when steel
prices are at a 20-year iow) and approngngod§§§1§ costs this should be
seized as an opportunity to enhance profitability, but should not be relied
upon as a market certainty when it was inevitable that prices would -

Tecover.

It is in everyone’s interest -- steel mill and customer ~- that there be a
healthy domestic steel industry. It is important to our industrial security,
or economic security and our national security. Again, to the extent that
there are adverse consequences related to the steel industry's recovery, 1

am happy to assist in any way that I can.
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I would like to start by thanking the Chairman and the Ranking
member for holding this hearing.

In my Congressional district, central and southern Illinois, the
effects of illegal steel dumping have been devastating. I have been
to many steel rallies and have heard the stories firsthand.
Nationwide, 31 steel companies have filed for bankruptcy. Four of
these companies were located in Illinois. These bankruptcies
caused over 5,000 steelworkers to lose their job in Illinois alone. In
addition to being unemployed, many are without health insurance
and other basic benefits steel employment supplied.

The Section 201 steel tariffs, imposed by President Bush, were
designed to protect the domestic steel industry and I firmly believe
they are effective. Before their implementation, steel prices were at
a twenty year low. These below-cost levels were unsustainable.
Since the tariffs were initiated, the prices for hot-rolled steel, cold-

rolled steel and galvanized sheets have all risen. Even with this
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elevation, prices are still only at the June 2000 levels. This is not
inflation, it is the beginning of a market recovery that will allow the
steel industry to make an adequate profit.

A four year tariff allows U.S. steel companies to recover and
generate revenue. The domestic steel industry invested billions of
dollars in upgrading and modernizing its facilities, and as a result, is
one of most productive makers of high quality steel in the world.
We can not afford to let this investment in our steel industry go to
waste. The tariffs a are strong step in the direction of economic
recovery, which will utilize our maximum potential.

Thank you again to the Chairman and Ranking Member. 1
look forward to hearing more about this issue which is of great

importance to the steel industry in Illinois and across America.
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Chairman Manzullo, Ranking Member Valazquez, Colieagues, and Guests;

I am not a stranger to the issues affecting the domestic steel industry and the small
businesses that depend on steel products in their manufacturing processes. I am a member of the
Executive Committee of the Congressional Steel Caucus. 1 am an original cosponsor of the Steel
Revitalization Act, H.R. 808 and several other bills in Congress relating to steel. As the
representative of Ohio's 11th Congressional District, which includes parts of Cleveland and its
outlying communities, I am confronted with the issues and problems of the steel industry every
time [ return to my District. Cleveland is the home to what was once LTV Steel, until fairly
recently a powerful steel enterprise that is now restructuring itself in a bankruptcy overhaul.
Cleveland is also the home to hundreds of smaller shops and manufacturing facilities who use
steel producis and whose existence translates to thousands of jobs.

Like many people, 1 am troubled by the difficulties facing the steel industry because I
know how much working people depend upon it to help them create and maintain stable families
and communities. Since I have been in office, I have worked closely with Congressional leaders
and local constituents to develop solutions to the steel woes. As everyone here knows, that is not

~a one-time effort. Instead, it requires us to be constantly alert to changing economic conditions
and trends, closely monitor the policies of Congress and the Administration, and constantly re-
evaluate and re-interpret our policies toward the steel industry.

We are here to talk specifically about the unintended consequences increased steel tariffs
have had on American manufacturers. 1 have a vision of seeing the domestic steel industry and
the small businesses that use steel in their production activities both thriving under a fair and
responsible steel policy. Some would say that this goal is unrealistic, that for every winner, there
will necessarily have to be some losers. I don't buy into that mindset, and I am sure many of my
colleagues feel as I do.

Whenever [ come into a hearing, I have the interests of the businesses, particularly the
small and entrepreneurial businesses, in my District at the forefront of my thoughts. Today is no
different. Hearings such as this one are not always pleasant. Hard questions are asked, and hard
answers need to be given. Too many people and families depend upon a strong steel industry for
us to fail in our efforts here.

1 have been looking forward to hearing my colleagues and the panelists assembled here
ask those hard questions and give those hard answers that will shed light on addressing some of
the woes the steel industry faces and give insights into how we can work to ensure that in
focusing on the big picture--namely, ensuring a strong domestic steel industry, we maintain an
eye on the small picture as well--and by that I mean ensuring that those whose livelihoods depend
on the steel industry are, and will continue to be, able to maintain their economic dignity.

Distinguished guests, I thank you for your time. Mr. Chairman, I thank you for my time

PRINTED ON RECYCLED PAPER
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President Bush approved the new tariffs on steel imports, I think to help give the
steel industry and our American steelworkers a chance to make changes so that they
might compete in the long term. I suspect the President, who as a young man did physical
work in the oil fields, wanted to give a chance to save some of the jobs of the people that
do the hard physical work in the steel industry.

However, \the high tariff restrictions on steel imports have turned out to be a

mistake with a potential of losing more jobs than they save. The price of steel in the
i €s has risen since March by 30 to 50 percent. In addition to the large price

increases, there has been a reduction in the amount of steel available. This has made it
impossible for many steel-consuming industries to find sufficient supplies of steel.
Domestic steel producers have in many cases reneged on long-term contracts now that the
steel prices have leaped, with the result that the consuming industries have been forced to
pay higher than agreed-on prices or have been forced into the volatile spot market for
steel.

The President’s action turns against what he’s said on free trade and on taxes.
First, by definition "free” trade implies trade that is unencumbered by demands of third

-parties. WhEﬁ‘g\ovezwx; imposes tariffs on products, it reduces the ease with which

they cross borders. Secoiid; tariffs are just taxes by another name. Steel tariffs raise the
cost of buying products that contain steel - cars, and refrigerators, for instance — just as

raising the sales tax on these products would.

The new Bush tariff is expected to hike the cost of steel products by 6 to 8 percent
in its first 12 months — and Michigan citizens will be hit hardest. Here's why: One of the
most basic propositions of economics is the inverse relationship between price and
quantity demanded. When the price of some good — steel, in this case - rises, less of it
will be demanded. The result? Fewer sales of products containing steel and fewer jobs
for people who make finished goods with steel.

This has harmed American workers in a number of ways. First, some American
producers lose out because they are now competing with foreign companies that have
access to cheaper steel. Their products become relatively more expensive because the
steel in them costs our American producers more.

Second, many American firms have had trouble securing supplies of steel

-1-
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sufficient in quantity to keep that factory operating. I have had layoffs in my district
because plants have closed for lack of steel.

Third, it gives American firms a powerful incentive to move production out of the
—=~ United States to foreign plants where steel is available at the lower world market price.
This is so that they can compete, so that they can survive as a company.

Economists Joseph Francois and Laura Baughman, working on behalf of the
Consuming Industries Trade Action Coalition, have estimated the impact of the Bush
tariffs on the American economy in terms of their economic benefits and costs. For
instance, they found:

* Every state in the union will suffer net job losses as a result of the tariffs;

€ biggest job losses will chs such as Pennsylvania

* For every steel job "saved" as a result of the tariff, eight jobs will be lost in all sectors
of the economy; N

N
* The steel producing industry would save between 4,400 and 8,900 jobs at a cost\of
between $439,485 to $451,509 per steel job saved;

* Higher prices for steel products and related inefficiencies would decrease U.S.
national income from between $500 million and $1.4 billion at a time when

policy-makers are talking about ways to improve the U.S. economy.

Michigan, in particular, will suffer from the negative consequences of tariffs.
Francois and Baughman also found that

* Michigan will lose more jobs in steel-related industries than every state in the union,
save California.

* Under the most conservative scenario, Michigan will lose almost five jobs in steel
consuming industries for every job that is saved in Michigan's steel producing industry.

MQQ@@&@@% every ope wotkerin
! hb_asteel,ma:leng\m_@m Steel-using industries account for Han 13 percentof

gross domestic product, while the steel industry accounts for about one half of 1 percent.
J Thus, the steel tariff has threatened many more jobs than it has protected.

2-
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The Bush administration has recognized some of the distress that the steel tariffs
are causing. It has issued rulings that exclude 727 products from the tariff. And, of
course, this has set off a frenzy of lobbying as some of the steel-using companies angle
for exemptions. This causes distortions not only in the price of domestic and foreign
producers but between competing domestic producers as well.

The timing of the decision to impose the tariff could also be questioned. Steel
imports into the United States, however, had been declining. Steel imports, after reaching
a high of 4 million tons in August 1998, had declined by 36 percent to 2.6 million tons in
November 2001. Moreover, the market share of foreign steel producers has fallen from 28
percent in 1998 to 21 percent in 2001. This made the imposition of the tariff less
pressing.

It has been argued that the real threat to most of the domestic steel industry isn’t
foreign steel at all. Steel is manufactured in the United States at mini-mills and integrated
steel mills. It is the integrated mills that are having the greatest difficulty in making a
profit right now. Mini-mills are much more efficient at producing steel than integrated
steel mill and have a 25-percent cost advantage over producing steel than integrated mills.
As a result of their cost advantage, mini-mills have increased their market share from 10
percent in the 1970s to about 50 percent today. Over the same time period, the share of
imports in the United States market has increased by only 10 percent. Therefore, the real
threats to the integrated steel mills are not imports, but the mini-mills.

Finally, the steel tariff encourages retaliation from our trading partners. The
European Commission is now threatening retaliatory tariffs of 100 percent on a 22-page
list of goods ranging from rice to grapeftuit to shoes, brassieres, nuts, bib overalls, billiard
tables, ballpoint pens, et cetera. The Japanese are also drawing up their steel payback list.
Steel-exporting Russia has already retaliated by fencing out U.S. chicken. Hopefully that
is going to be resolved.

We can ask if the tariff has done that much for the steel industry. Over the past 30
years, the Federal Government has been implementing policies to keep the steel industry
in business despite its inefficiencies. These policies include voluntary quotas,
antidumping, countervailing duty measures. Some of the companies have moved up and
are now competitive, but much of the industry, instead of resulting in a stronger
manufacturing efficiency, these policies have allowed companies to continue with
production methods and labor contracts that keep it perpetually at the risk of dissolution.

Standard and Poor, for example, did not seem optimistic with the President's
decision and responded to the tariffs by refusing to raise the industry's credit ratings.

3.
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The steel tariff has turned out to be a mistake that is harming many industries both
in my State of Michigan and across the country. It is having the result of losing American
jobs. We need to repeal this kind of tariff restriction to allow our steel-using companies to
be competitive. We need to start reviewing the kind of overzealous regulations and
overzealous taxation that we have put on our steel industry and we need to assist in
research and technology to help allow them to be more competitive in an international
market.
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Remarks for Rep. Dave Hobson i

Introduction of Jennifer Johns Friel
before House Small Business Committee

MR. CHAIRMAN, and Members of the Committee, I appreciate
the opportunity to be here today to introduce my constituent,
Jennifer Johns Friel (pronounced- FREEL), president of Mid West
Fabricating in Amanda, Ohio.

I have toured this faéility, and seen firsthand how hard it has been
for this company to operate in these uncertain times for
manufacturing.

Mid West is representative of the small businesses that drive my
state’s economy. Most are family owned and operated, just like
Mid West. And they are vital to their local communities, just like
Mid West. In fact, steel consuming businesses such as Mid West
employee 20 people in the State of Ohio for every 1 steel
producing job.

L urge the Committee to consider this fact as you listen to Mrs.
Friel’s testimony.

The problems Mrs. Friel’s business is encountering because of
these steel tariffs---though Mid West does not purchase imported
steel---are occurring throughout my district and across the state.

Mr. Chairman, while these tariffs were well-intentioned, I feel we
are simply creating a new problem without solving an old one. If
these steel tariffs were designed to save our nation’s steel
producers, who will rescue Mid West, and the local jobs they
create, from these tariffs?

Thank you, Mr. Chairman, and I am pleased to introduce Mrs.
Jennifer Johns Friel.
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Mr. Chairman, Mrs. Velazquez, and members of the House Committee on Small
Business, while I would have preferred to speak today, I appreciate the opportunity to
submit this statement today to discuss the affects of the Section 201 decision on
manufacturers.

1 firmly believe the concerns of manufacturers with regard to the affects of the
Section 201 tariffs on steel prices are unfounded. Unfairly traded imports have pushed
steel prices to a twenty year low, representing unrealistic pricing levels that cannot be
maintained without potentially destroying our domestic steel industry. The modest price
increases experienced since the implementation of the Section 201 tariff measures
represent a normalization of steel prices, not an inflation of stec! prices. The United
States cannot afford sacrificing its domestic source of steel in order to maintain
artificially low steel prices. Attached is a chart comparing the price of steel from June of
1997 to June of 2002, which will show a price decline of up to 22 percent.

Around the world, excess capacity is now approaching 300 million tons a year —
around double the figure for U.S. demand as a whole. The steel industries of other
nations have not made the difficult restructuring decisions that our industry has done.
Instead, in too many countries, inefficient capacity has been propped up by outright
subsidies, or has been shielded behind anti-competitive trade barriers, both formal and
informal. This massive excess capacity results in enormous quantities of unfairly traded
imports that have seriously injured our domestic industry. And it is responsible for
driving down prices so low that even the most efficient producers simply cannot survive.

Within the last five years, more than fifty cases before the Commission and the
Department of Commerce have resulted in findings that illegally dumped and subsidized
imports have injured our steel industry. The sheer magnitude of these unfair practices
has had its effect on the domestic industry. The 34 steel companies that have gone
bankrupt over that same time period produce the very same products that have been.
found to be exported illegally to the United States. And even those steelmakers that have
managed to avoid bankruptcy have been hit with enormous losses. This is unacceptable,
and the government of the United States must act to protect our industry, our companies,
and our workers from these abuses.

In case after case, these unfairly traded imports have been proven to cause injury
to our domestic steel industry. The antidumping and countervailing duties imposed to
counter these illegal and unfair imports must remain in place. But as long as the amount
of foreign excess capacity remains so enormous, there are always new sources of low-
priced foreign steel ready to step up and take the place of imports that are under unfair
trade orders. And a surge of imports in one product, such as hot-rolled steel, will result in
a shift of production to related products, such as cold-rolled or corrosion-resistant steel,
that in turn drives down those prices as well.

Together with the President’s other multilateral steel initiatives, Section 201 relief
was necessary to respond to this ongoing structural distortion in the world steel market
and to ensure that the domestic steel industry can compete on a level playing field. In
past Section 201 cases, the Comumission had found serious injury and recommended relief
for U.S. industries ranging from mushrooms to motorcycles, from wheat gluten to lamb
meat, from footwear to line pipe. Surely our steel industry, which has endured so much
devastation from unfairly traded imports, and which contributes so much to our national
economy and our national defense, deserved no less.
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Finally, I must express my disappointment with the irabalance of this hearing. [
am concerned the hearing today fails to allow both sides of this issue to adequately
express their positions. Only one representative has been allowed to speak on the second
panel to present a point of view in agreement with President Bush’s decision to
implement tariffs. Additionally, today’s hearing is the second consecutive hearing that
does not provided parity on this important issue. Many Members of Congress,
Steelworkers, representatives from the domestic steel industry, and leaders from
communities across our country which have been found by the International Trade
Comunission to be seriously injured would have been happy to speak here today. 1 hope
that future hearings will be evenly representative of both sides.
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STEEL PRICES
Jan-02 Jun-01 Jun-97
June  March January June June to o to
Product 2002 2002 2002 2001 1997 Jun-02  Jun02  Jun-02
Hot Relled Steel 340 260 220 240 350 55% 42% ~3%
Cold Rolled 435 370 320 340 480 36% 28% -9%
Hot Rolled Plate 320 250 250 297 410 28% 8% -22%
Cold Finished Bar, SBQ 460 440 415 440 439 11% 5% 6%

Dollars per Ton % increase

Source: Purchasing Magazine Transaction Price Service.
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Statement by Congressman Jerry F. Costello
Committee on Small Business
Hearing on the Consequences of Higher Steel Tariffs
September 25, 2602
Mr. Chairman and Mr. Ranking Member, thank you for the opportunity to testify today at this

hearing on the consequences of higher steel tariffs.

Since 1997, over 31 steel companies have filed for bankruptey, with over 33,000 steel workers
having lost their jobs. The impact of these steel companies closing can be felt in communities
across the nation, including communities in my Congressional District, where one company has

closed because of bankruptcy and one other is operating while reorganizing in bankruptcy.

The United States has become the dumping ground for the world’s excess steel products. The
dumped foreign steel is then sold at prices below the cost of production, and is a significant

factor in the current near-crisis status of the American steel industry.

Earlier this year, the Administration recognized that this illegally dumped steel was a problem
and placed tariffs on many steel products. As a result, there has been a marked improvement in
the U.S. Steel industry. Prices are recovering, domestic mills are increasing production and
inventories are healthy. It is in everyone's interest - steel mill, steelworker, supplier and
customer - that there be a healthy domestic steel industry. Itis important to economic and
national security. The tariffs should remain in place for the full three years and the exemptions,

which have been granted by the administration, should be limited.

Mr. Chairman, these tariffs have been instrumental to the limited recovery of the domestic steel
industry that we have seen to this point. The tariffs have limited the unfair trade practices that
have been plaguing the industry in the last five years. It is imperative that they remain in place

and that no further exemptions are granted.
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House Small Business Committee Hearing Statement
Rep. Dennis J. Kucinich

Mr. Chairman, thank you for the opportunity to submit this statement.

Today the story of the American steel industry is quite familiar: 26 companies in
bankruptey, 27,000 jobs lost, hundreds of thousands of retirees at risk of losing their
health care coverage and a great deal of their pensions.

The cause of this crisis is clear. Since the onset of the Asian economic crisis is 1998, the
U.S. has been bombarded with cheap imported steel, encompassing an array of product
areas. Particularly troublesome have been the steel products importers have illegaily
dumped in the U.S. at prices well below the cost of production.

As aresult, I am proud of the efforts of the Steel Caucus, which continually advocated for
the Administration to initiate a Section 201 steel investigation into these imports. We
also succeeded in pushing the International Trade Commission to recognize the
devastating effect of steel imports through a finding of injury. We even gathered with
25,000 steelworkers on the ellipse to make sure the President imposed an effective tariff
to help stem the tide of imports and in March 2001.

The effect of the 201 -tariff program has meant everything to the steel industry. In my
hometown of Cleveland, it helped us find a new owner to keep our steel mills running.

Nationally, steel prices are beginning to return to normal levels — prices are now reaching
the level of average steel prices over the last 20 years. An analyst from the Washington
Post was even quoted that the tariffs have help boost America’s manufacturing output.

However, there is still much work to be done in order to protect the steel industry.  Steel
imports have declined but remain approximately 25 percent of the market. Spot steel
prices are up sharply, but are projected to decline steadily throughout 2003 and 2004, and
domestic steel shipments are below 2001 levels and about 1 million tons per month less
than 2000 levels.

Unfortunately, the 201-tariff exclusion process has not helped matters. Inall, 727
product exclusions out of the 1300 requested were granted. As a result, more than 25
percent of all foreign steel imports originally covered by the tariffs have been excluded.
Many of these exclusions were granted over the objection of domestic producers who can
and do have the capacity to produce the merchandise under consideration. The
Administration even went out its way to exempt NAFTA countries. In short, selectively
imposed tariffs are simply not enough to keep the American steel industry alive.

‘We must protect American steelworkers. The United States cannot stand by and watch
while thousands and thousands of workers who helped build this nation are left unable to
take care of themselves and their families. They need the security of health care,
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protected pensions, and the peace of mind in knowing that their government is on their
side, protecting their jobs from illegally dumped imports. Fair and effective tariffs
which help to stem the tide of imports is a start, but we must do a better job. It is my
hope we will.
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Prepared Testimony of
Under Secretary of Commerce for International Trade
Grant D. Aldonas
Before the House Committee on Small Business

September 25, 2002

Thank you, Chairman Manzullo, Congresswoman Velazquez, and Members of the
Committee for inviting me to testify before the Small Business Committee. Mr. Chairman, I
want to thank you for holding this hearing. Under your leadership, the Committee has proved a
consistent advocate for American small businesses, particularly the many firms that represent the
heart of American manufacturing. :

One of the many points on which I know we agree is the need to expand export markets
and level the playing field for our small and medium-sized manufacturers, Critics of
intemational trade often claim that trade agreements are for the large multinationals. We know
that tradc agreements, in fact, offer substantial benefits to American small businesses. The
reason is plain. While larger companies have the option of investing behind (and often taking
advantage of) foreign trade barriers, smaller American companies generally have only one option
— exporting.

Mr. Chairman, as you have often indicated to me, an effective trade policy will also help
those many American small businesses that provide the majority of American jobs and sustain
our economy through constant innovation and investment. You have been particularly
innovative in developing market-opening initiatives on behalf of the small businesses that make
up 97 percent of all American exporters.

At the same time, in the course of the recent congressional debate over Trade Promotion
Authority (TPA), you and many of the Committee members emphasized the need to rebuild
cooperation between Congress and the Executive Branch over our trade policy, and between the
government and the people who our trade policy is designed to serve.

In fact, perhaps the single most important step the President has taken in terms of trade
policy is not the passage of TPA or the launch of a new round of multilateral trade negotiations
in the World Trade Organization. The single most important step the President has taken is his
effort, along with that of Secretary Evans and Ambassador Zoellick, to restore the trust that must
prevail over trade policy if we are to secure the benefits of the world trading system for
American workers, manufacturers, and farmers.

The blunt truth is that we can only expect the American people to support an aggressive,
forward-looking trade agenda if we can assure them ~ and you as their elected representatives —
that we will look out for their interests at the negotiating table. We must be willing to confront
and challenge the trade barriers and other challenges facing our workers and firms in the
international marketplace and we must ensure that the rules of the game are clear and that the
players follow the rules.
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STEEL IMPORTS HAVE INJURED DOMESTIC STEEL FIRMS AND WORKERS

The steel industry worldwide is one of the most distorted in the global marketplace.
Today, the industry confronts the legacy of 50 years of government intervention. A single
statistic tells the story. Prior to the last decade of privatizations, governments owned 75 percent
of the steel industry worldwide. Despite the intervening progress, governments still retain
ownership of 25 percent of the industry.

Since the President initiated action under section 201 of the Trade Act of 1974, I have
heard eritics of the action claim that the U.S. steel industry is the source of its own problems.
The front pages and editorials ~ which often seem to be one and the same when it comes to
criticizing the President’s action on steel — seem to suggest that the U.S, steel industry is a
monolithic entity made up of nothing but old, uncompetitive integrated mills that must plead for
protection in order to stay in business.

‘What that ignores, of course, is the strong record of adjustment and innovation that has
characterized some firms in the U.S. industry over the last 20 years. Half of U.S. steel is
produced in new “minimills” with the latest electric arc furnace technology, which exhibits some
of the highest efficiency of any steel manufacturers in the world. In the other half of the steel
companies, particularly on the West Coast, we have seen firms adjust their production to take
advantage of synergies found in combining their finishing operations with foreign firms who
export slab to the U.S. market. And, within the existing integrated sector, we have seen firms
steadily drive up the value chain to find more profitable niche markets that require quality
products that only those integrated firms can produce with current steel-making technology.

That is not a record of wholescale failure or mismanagement, as steel’s critics often
suggest. It is a record of substantial adjustment and reformation in response to the pressures of
the market and competition from the foreign firms that benefit from the assistance and
intervention of their government in the marketplace. In fact, foreign government intervention in
the steel industry has contributed to a 200 million ton glut of excess capacity in the industry
globally. The net effect of that glut has been a death spiral in prices, sharp declines in capacity
utilization, declining employment, and a negative return on capital that now inhibits integrated
steel firms from adjusting further.

PRESIDENT BUSH’S AGENDA ON STEEL

President Bush confronted this situation upon taking office. To address the fundamental
problems affecting the industry, the President proposed a three-point plan. This includes WTO
consistent temporary safeguard measures — to provide breathing room for our industry while it
adjusts to import competition ~ as well as international talks to eliminate excess inefficient
global capacity and market-distorting practices, such as subsidies, that have led to current
conditions. While our trading partners often prefer to label American trade policy on steel as
unilateralist, no one should suggest that the President’s approach to the steel crisis was anything
other than an attempt to develop a multilateral approach.

o
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Indeed, the first action the President took was to invite all of the steel-producing nations
to the negotiating table to develop a common solution. He sought one that would address the
immediate problem of excess capacity in the marketplace and then create new disciplines on
government intervention in the market to ensure that we would not repeat the cycle that has
dogged the industry for many years — that of foreign intervention in the market on behalf of their
industry which, in turn, invited a U.S. response under its trade laws.

I had the privilege of representing the President and our country in those negotiations. I
am pleased to report that the countries participating in these discussions have forecasted to the
elimination of 128 million tons of excess capacity over the next three years. On the discipline
subsidies and market distortions, the President has put forward what can be described safely as
the most forward-leaning proposal ever to eliminate government intervention in the steel
industry, one that could well set a model for the trading system generally.

Our efforts to find a multilateral solution to the industry’s problems are consistent with
the direction we have received from both the President and Secretary Evans. Our goal is to cut
to the root of trade problems, rather than simply conducting investigations under U.S. trade laws.
‘What the President’s approach emphasized was the need to find a lasting solution — one that
restores market conditions — to the global steel trade.

At the time he launched his multilateral initiative, the President also laid down a marker
for our trading partners. He initiated an investigation under section 201 to determine whether the
U.S. industry had been seriously injured by reasons of imports stemming from the global glut of
excess capacity. Simultaneously, the President has launched an effort to solve one of the
underlying problems in the industry — global overcapacity in steel, much of which was financed
by government intervention over the last 40 years.

THE SAFEGUARD REMEDY WAS DESIGNED TO ADDRESS INJURIES LIKE THOSE TQ

THE U.S. STEEL INDUSTRY

In evaluating the action taken under section 201, it is important to remember that the
relief provided by the U.S. safeguard law and the WTO safeguard agreement was designed to
respond to those very conditions that the U.S. industry now faces. The International Trade
Commission (ITC) conducted a thorough investigation into whether the U.S. steel industry has
been injured by imports flooding the U.S. market. They found that imports had surged, U.S.
producers had sustained injuries, and effects were still being felt throughout the industry. And
they recommended that temporary tariffs be imposed on imported steel.

After much deliberation, the President decided that while the Administration worked to
address the underlying problems of global overcapacity and market distortions, he would accept
the recommendation of the ITC and provide temporary relief to American steel companies and
workers in the form of short-term tariff increases on some steel imports. In fact, one of the
reasons that the President took this step was his belief that a viable U.S. steel industry is
beneficial to the long-term success of U.S. steel users and the U.S. economy.
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Perhaps most importantly, I want o assure you, Mr. Chairman, and the members of the
Committee, the President’s action was not taken without consideration of the downstream effects
of imposing the tariffs. We understood that there would be repercussions from the imposition of
the tariffs. And, while we could not know the precise effects, it was also clear that the
imposition of the tariffs was likely to have the greatest impact on those downstream
manufacturers that lacked the market power either to exact lower prices from their steel suppliers
or the ability to pass on any price increases to their customers. Thus, while some small firms
may have been harmed by the steel price increases, this problem is in part a result of the global
steel problem.

Prices have risen for a number of reasons. One reason is industry restructuring that has
begun to occur, such as the closing of LTV steel. Industry restructuring was an intended and
expected reaction to the 201 tariffs. This is critical for the long-term health and survival of the
overall U.8. steel industry, which is equally critical to the long-term health and viability of U.S.
steel users. In addition, the U.S. market has exhibited strong consumer demand for cars,
appliances, and other goods that use steel. This increased consumer demand, coupled with an
increase in consumer spending due to the President’s tax cut and a general iroprovement in the
economy, had an impact on prices.

While there have been some short-term adjustments in steel-prices, the steel market
seens to be stabilizing and spot prices appear to be leveling for the fall and winter season.
Long-term contract prices are currently being negotiated. With this I believe the impact on small
businesses, which are most susceptible to changes in spot markets, will stabilize as the market
levels.

OQUR APPROACH HAS THE LEAST MARKET-DISTORTING EFFECT, WHILE STILL
PROVIDING THE NECESSARY RELIEF INTENDED BY OUR TRADE LAWS.

In order to meet the President’s objective of providing relief where needed without
overburdening steel consumers, the President directed the Department of Commerce and the
Office of the United States Trade Representative to establish an ongoing process to exclude
products that are not sufficiently available from domestic sources. In addition, as part of his
decision to enact the steel safeguard, the President excluded imports from our free trade partners,
including Canada, Mexico, Israel, and Jordan, and most developing countries.

Since March 5%, the Administration reviewed over 2,500 requests for exclusions. We
carefully considered all information submitted by interested parties and met with all parties that
wanted to discuss concerns. This was a difficult and technical process, requiring the analysis of
an enormous amount of information regarding U.S. consumers’ product needs and U.S. steel
producers’ production capabilitics. Commerce and USTR only granted exclusions to those
products that are not sufficiently available from U.S. producers at the quality required and would
not undermine the effectiveness of the safegnard on steel products.

In total, Commerce and the USTR excluded 727 products from the steel safeguard
measures. The 2001 import volume of the excluded products was approximately 3.2 million
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metric tons, or approximately 25% of the total 2001 import volume of products subject to the
201 relief (13.1 million metric tons).

MANY OF THE EXCLUSION REQUESTS BENEFITTED SMALL BUSINESSES

Many of the 727 exclusions granted were requested by, or on behalf of, small businesses.
For example, Industrial Nut Corporation, a small family-run company in Sandusky, Ohio, was
granted an exclusion for large hexagon bars used as input in precision machined nuts. Grasche,
USA, a small company that employs 38 people in Hickory, North Carolina received an exclusion
for cold-rolied sheet for saw bodies. Hedstrom Corporation, with over 500 employees in
Bedford, Pennsylvania, manufactures swing sets, trampolines and spring horses. The company
was granted an exclusion on the gaivanized sheet it uses in its finished products. Stamco
Industries of Euclid, Ohio is a small business that supplies the automotive industry. It received
an exclusion on the hot-rolled steel used to make its automotive parts.

Although we have concluded our review of this year’s requests, U.S. steel consumers,
importers, and foreign producers will have another opportunity to a submit requests in November
2002 for consideration by March 2003. We will announce in March of each year in which the
safeguard is in effect any additional products to be excluded from the safeguard.

We are mindful of the effect that the safeguard action has on steel consumers, and over
the last ten months, I have met with numerous representatives of steel consuming companies to
discuss their concerns regarding the safeguard remedy and the exclusion process. In fact, the
Secretary and I will be meeting with a number of small manufacturers today, including
cornpanies from Ohio [A.J. Rose Manufacturing], Indiana [Batesville Tool & Die], Pennsylvania
{New Standard Corporation and Oberg Industries], and [llinois {Parkview Metal Products].

THE ADMINISTRATION HAS AND WILL CONTINUE TO MONITOR ECONOMIC
CONDITIONS AND RESTRUCTURING EFFORTS BY THE U.S. STEEL INDUSTRY

The purpose of the safeguard law is to give the U.S. industry the breathing room it needs
to adjust to import competition. The President has made it clear that there is no "free ride” for
the steel industry, and has retained the right to modify or terminate the safeguard measure, as
appropriate, after conducting a mid-term review of the measures next year. The Administration
is also closely monitoring economic conditions and the steps taken by the U.S. steel industry to
restructure and increase competitiveness. We have atready seen some changes in the steel
industry — inefficient capacity is coming off-line through bankruptcies, consolidations, and
mergers.

‘We have asked for regular reports from the U.S. steel industry on their progress with
restructuring in response to the section 201 remedies imposed by the President. We will evaluate
these reports, along with other economic indicators, to monitor their overall efforts at
restructuring. We will also meet with individual companies to discuss their own efforts, as well
as broader restructuring plans for the industry as a whole. Furthermore, I have met personally
with many manufacturers and steel consuming industries to monitor the downstream impact of
the safeguard measures. For example, I recently attended the AMT {Association for
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Manufacturing Technology) Trade Fair in Chicago, where I met with numerous manufacturers of
machine tools. Ialso met with several steel users in Minnesota. I will continue to conduct such
meetings.

As this process continues, we will update Congress on developments and issues related to
the steel safeguard measures. I am pleased to participate in this consultative relationship today,
and 1 look forward to working with you and members of the Committee as we continue to
consider the issues involved.

THE PRESIDENT’S STEEL POLICY HAS FORCED STEEL-PRODUCING COUNTRIES TO
SIT DOWN AT THE NEGOTIATING TABLE TO ADDRESS OVERCAPACITY

The second element of President Bush’s three-part initiative is to work with other steel-
producing countries to facilitate the market-based reduction of inefficient excess capacity in the
global steel industry. In a landmark agreement last September, thirty-nine countries agreed that
overcapacity was a global problem in the stee! trade, and each participating government pledged
to evaluate its own industry to identify and address excess capacity. As a result of these self-
assessiments, in April, countries reported projected capacity closures of up to 128 million metric
tons by the end of 2005.

While we have made substantial progress in addressing overcapacity, there is still much
work to be done. We are encouraging participating countries to take a closer and more realistic
look at their steel industries and how they will respond to future market forces. We have
established a framework for countries to semi-annually submit updated capacity forecasts and
repOrts on their respective steel industries. These forecasts and reports will then be subject to a
vigorous peer-review process, ensuring the accuracy of the information. As countries submit
more complete reports, we will update the snap shot of the steel industry worldwide and each
country’s steelmaking capacity forecast. This information is crucial and will allow us to better
understand and address the problem of excess capacity.

WE HAVE AN AMBITIOUS AND COMPREHENSIVE PROPOSAL TO ADDRESS OTHER
MARKET-DISTORTING PRACTICES

The third element of the President’s steel initiative focuses on the market-distorting
practices that have led to current conditions in the industry. Our work at the OECD has
generated broad support for enhancing disciplines on subsidies and other market-distorting
practices. Participating countries agreed that government intervention in steel has hampered the
efficient functioning of the market and that the problem of overcapacity will likely recur without
effective market disciplines. '

Earlier this month, Assistant Secretary of Commerce for Import Administration Faryar
Shirzad chaired the most recent meeting of the Disciplines Study Group. He made significant
progress in building international consensus on the nature of the problems and the most effective
solutions. The United States tabled an ambitious and comprehensive proposal to address the
market-distorting practices that plague the international steel market and contribute to the
perpetuation of uneconomic steel production capacity.
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Our proposal also addresses anti-competitive conduct, tariffs, non-tariff barriers to trade
in steel, and other measures that distort markets and impede the elimination of excess, inefficient
steelmaking capacity worldwide — or which lead inappropriately to the creation or expansion of
such capacity. Our suggestions received significant interest and support, although much more
ground needs to be covered before we arrive at a clear international consensus on the identity and
priority of the issues to be tackled. We will be making full use of the coming months to reach
out to our trading partners to shape that consensus in time for the next High Level meeting in the
OECD process in the latter half of December.

THE ADMINISTRATION HAS MADE EVERY EFFORT TO FACE THIS CHAILLENGE
WITH A BALANCED APPROACH

1 want to underscore the President’s commitment to restoring market forces to the global
steel trade. In the long run, a more stable steel market will benefit both producers and users
alike. To reach this goal, we must eliminate the underlying conditions that led to the problems in
the first place. This Administration will use the trade laws as a catalyst to pursue solutions to
address those underlying conditions.

Again, Mr. Chairman, I want to thank you for holding this hearing. I appreciate frequent
consultation with Congress as this dialogue ensures that all voices are heard and considered as
we undertake future action in this matter.

1 look forward to your questions.
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Mr. Chairman. My name is Jon Jenson. I am President of Consuming
Industries Trade Action Coealition (CITA(). CITAC is a growing coalition of
companies and trade associations representing the interests of American consuming
industries in the trade policymaking process. CITAC’s mission is to promote trade
policies in which U.S. consuming industries and their workers have access to global
markets for raw materials and other imports that enhance the international
competitiveness of U.S. firms.

CITAC's top priority is the repeal of the steel tariffs that are wreaking
havoc in the steel market for downstream manufacturers. Skyrocketing prices,
uncertain supply due to allocations and lengthening lead-times, broken contracts
and growing quality problems are forcing steel users to the brink of disaster. We
strongly urge the Bush Administration to review the economic impacts and
unintended consequences of the Section 201 tariffs as soon as possible and act to

end this fax on steel-using industries.
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Mr. Chairman, thank you for your leadership and continued attention
to this steel issue. Many of the witnesses at the Committee’s July 23" Hearing
testified that, as a result of the steel tariffs, they were running out of steel, had
become uncompetitive in the international market, were losing business to foreign
manufacturers, and were uncertain as to how much longer their business would be
able to survive. As you will hear from the witnesses today, the situation has not
gotten any better—in fact, it has gotten much worse.

The exodus of business to offshore manufacturers who can obtain steel
at globally competitive prices is accelerating. (Recent reports reveal that the price
of hot-rolled sheet, for example, is 32 percent lower in Europe, and 34 percent lower
in Asia, making the U.S. an island of high steel prices.) Particularly alarming are
indications that more new product designs for parts and components for future
products are being shipped overseas. Once this business leaves the country it is not
likely to return.

Furthermore, the steel tariffs have had a ripple effect. As U.S. steel
éonsuming industries suffer, so do the companies that supply those industries such
as service centers, finishers, platers, and assemblers.

The list of well-documented reasons for ending the steel tariffs is
growing in its clarity and urgency:

(1)  The tariffs are doing far more harm than good to our economy,
at a time when we can ill-afford it.

(2)  They do not address the root cause of the steel industry’s
problem, which is the non-competitiveness of certain integrated
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producers due to relatively high costs and operating
inefficiencies.

(3)  They threaten relationships with our trading partners.
(4)  They interrupt critical steel imports that are absolutely
essential, since we must depend on imports to supply 20 to 25

percent of our domestic demand.

(5)  They restrict fairly as well as unfairly traded steel, for which
AD/CVD laws exist.

(6)  They inhibit and delay realization of the goal for which they
were imposed — the rationalization, restructuring and
consolidation of non-competitive U.S. steel capacity.

One might reasonably ask: What good are the steel tariffs doing? They
have made the U.S. an island of high steel prices, causing steel-using
manufacturers to export their business opportunities, their growth potential and
their workers’ jobs to offshore manufacturers, while bringing windfall profits to
competitive U.S. steel producers, sustaining non-competitive domestic steel capacity,
and encouraging investors to re-open still more non-competitive capacity.

How much damage must be done, and how many U.S. jobs have to be
lost before the Administration recognizes that the steel tariffs were a mistake and
must be lifted?

Exclusions Have Not Solved The Problemsg Of Consuming Industries

The exclusion process is the only mechanism currently in place that
offers any potential for relief to steel using manufacturers. The Administration has
just completed round one of the exclusion process. This has been a very

disappointing exercise.
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While the exclusion process was presumably established to provide
some relief to steel-using manufacturers from the steel tariffs, the needs of steel
consumers have not appeared to be of paramount consideration. The process is a
blunt instrument ill-suited for the micro-management of the international steel
market. Itis a flawed process — inadequate, ineffective, inherently unfair, and
manipulated — to the disadvantage of the steel user. Exclusions clearly did not
provide relief to all steel-using manufacturers that were deserving of relief or that
truly needed it.

The steel companies would have you believe that the exclusion process
gutted the Section 201 safeguard remedies. That is not the case. Steel tariffs still
cover 75% of the products potentially subject to the tariffs. Furthermore,
approximately 1.5 million tons, or half of the total volume of excluded products, was
granted for the sole use of U.8. steel companies. These exclusions were for slabs
and flat-rolled products to be further processed by U.S. steel companies into
finished steel products. The remaining exclusions were for products for which there
\;vere no objections from the domestic industry and/or domestic producers could not
meet the needs of the end-user. Many of these exclusions are subject to volume caps
less than the amounts imported in 2001 — which make them less than fully effective
for the steel user. Clearly the domestic steel industry has no basis to complain.

The steel tariffs continue to cover roughly 9 million tons of steel a year. The

exclusions clearly did not go far enough. The exclusion process clearly did not-and
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cannot—address the fundamental problems faced by the U.S. Steel consuming
industry as a result of the steel tariffs.

As will be evident in the testimony today, not only did the exclusion
process not solve the fundamental dislocations caused by the steel tariffs, but no
amount of tinkering with the exclusion process could solve these problems. The
steel tariffs have not only caused dislocations with respect to imported steel, they
have also caused severe dislocations with respect to domestic steel. Obviously, the

exclusion process does not address the latter situation.

The Exclusion Process Cannot Help Those Consuming Industries That Relv On

Domestic Steel

As a number of witnesses in the July 23 hearing testified, and as a
number of witnesses today will testify, the negative consequences of the steel tariffs
have been felt by those companies that rely on domestic steel, as well as those
companies that rely on imported steel. American steel consumers must compete
globally. Restraints on steel imports deal those steel-using manufacturers a serious
blow, regardless of where they purchase their steel, through:

(1}  increased raw material costs {prices have risen between 40-75%
over the last eight months);

(2)  delays (some steel users say that only 50 percent of deliveries
are on time -- delays can force costly shutdown of operations and
create critical uncertainties for small business owners);

(8)  shortages created by domestic steel mills putting users on
allocation;

(4  inability to pass price incresses on to customers (steel users

can’t change their contracts with customers even if the steel
mills have broken contracts with them to raise prices);

5
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(5)  greater competition from abroad for the steel-containing
products they make. Steel-using competitors abroad have access
to world-priced steel, allowing them to export a less expensive
end product to the U.S.; and

(6) lack of choice in the market. Steel users choose their inputs
based on processing characteristics, availability, price and other
variables. With restrictions, they have no choice but to buy
whatever they can get at whatever price it is offered.

The exclusion process does nothing to help those companies that
purchase their steel domestically. The only means to address their problems is to
lift the tariffs as soon as possible.

Problems With The Exclusion Process

Furthermore, even though the relief provided by the exclusion process
was severely limited, there were many flaws even with that process.

¢ Steel producers manipulated the product exclusion process

Steel producers manipulated the product exclusion process by

representing that they were ready, willing, and able to supply the

products that were the subject of product exclusion requests when that
was not, in fact, the case.

¢ The process was neither transparent nor fair

There was inadequate opportunity for those applying for exclusions to
rebut objections raised. The Administration rejected unsolicited
rebuttals to objections that were filed. Even when the Commerce
Department did solicit a response in a particular case, the domestic
steel producers’ unwarranted claims for proprietary treatment of their
objections made it extremely difficult for product exclusion requestors
to fully address any objections that had been raised.

¢ Tonnage limitations on exclusions are unfair.
In many cases, tonnage limitations on granted exclusions were simply
inadequate. Part of this was due to the fact that the Administration

actively discouraged companies from filing duplicative exclusion

6
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requests. Therefore, there was no information on the record as to what
tonnage might he necessary to address shortages or unavailability of
steel in the U.S. market as a whole. Also, because the benefit from any
exclusion goes to those companies that import the product first, there
is no guarantee that the companies that actually filed for the
exclusions will receive the benefit from any exclusions granted.

s Companies cannot wait until March 2003 to obtain further
exclusions

Under the current scheme, companies that apply for exclusions in

November will not be able to receive any rehief until March 2003.

Many small businesses may simply not be able to wait that period of

time to obtain needed relief—they may go out of business first. The

President already modified the March Proclamation to authorize

exclusions after July. There is no reason that the President couldn’t

provide for the granting of exclusions on an on-going basis.

This is only a short summary of the litany of problems with the
product exclusion process. The bottom line is that even if these problems are
resolved, the product exclusion process cannot solve all of the dislocations caused by
the steel tariffs because many companies that have suffered from the tariffs are not
eligible for product exclusions. Indeed, as a number of the witnesses today will
testify, although they rely on domestic steel, they have experienced significant
s;hortage problems and pricing difficulties that jeopardize their very survival.

The Tariffs Should Be Rescinded As Soon As Possible

Thus, the only solution to the “unintended consequences” that the steel

tariffs have inflicted on U.8S. steel consumers is early review and repeal of these

tariffs. This is CITAC’s top priority and we hope it is the top priority of members of

this Committee.
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Efforts to reduce the world excess capacity of non-competitive steel
production are laudable, but are proceeding at a snail’s pace. Steel using
manufacturers who are struggling now for their survival should not be held hostage
to this process. The tariffs must be lifted now, regardless of the progress of the
OECD steel negotiations.

Between 1995 and 2001, steel-using manufacturers added 1,255,000
new jobs to the economy, according to the Bureau of Laﬁor Statistics (while jobs in
the manufacturing sector as a whole actually declined by 829,000). Today steel-
using manufacturing employ 13 million Americans compared to about 200,000 in
steel-producing industries. Many are small businesses, which have been the engine
of growth for the Ameriean economy. Steel-using industries provide good jobs and
are invaluable contributors to their communities. It is indeed ironic that such an
important generator of economic growth is being punished by our steel trade policy.

The U.S. steel industry has enjoyed 30 years of protectionism and
import restrictions, yet certain producers still cannot compete globally. Continuous
grade restrictions are hurting U.S. steel.consuming industries and threatening the
U.8. economy. The tariffs need to be lifted as soon as possible.

Again, Mr. Chairman, thank you for the opportunity to testify heve

today.
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MID WEST

FABRICATING CO. TESTIMONY OF

JENNIFER JOHNS FRIEL
MID WEST FABRICATING COMPANY

HEARING BEFORE THE
HOUSE COMMITTEE ON SMALL BUSINESSES

“Lost Jobs, More lmp'orts, the Unintended Consequences of the Stee! Tariffs”

SEPTEMBER 25, 2002

Thank you for inviting me to participate in this hearing. My name is Jennifer
Johns Friel. | am President of Mid West Fabricating Company. Mid West Fabricating is
a leader in the cold forming of stee! wire into special fasteners and rods for automotive
and lawn and garden customers, as well as a magnitude of components for various
industrial and consumer products including appliance, highway and housing
construction. Mid West Fabricating Company is a family owned corporation that was
started in 1945. We are headquartered in Amanda, Chio, but we also have plants in
l.ancaster Ohio, and Santa Fe Springs, California. We have approximately 260 families

that rely on Mid West for their employment.

My company has been adversely affected by the Section 201 tariffs on steel even
though we only buy from North American steel producers. We process an average of
20 miltion pounds of steel each year. The bulk of that steel is Industriai Quality Rod, a
lower quality steel. The steel tariffs have prompted our suppliers to dramatically

increase the pricing of this material, and extend the delivery times from historic four to

313 North Johns Street » Amanda, Ohio 43102 » 74019692411 » FAX: 740/969-4433
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six week lead times to upwards of 12 and even 14 weeks. The 201 remedies have
caused tremendous dislocations in the market that have affected my ability to get the
steel | need at a reasonable price. ltis very difficult for my company fo operate under
these conditions. Our customers will not consider price increases, do not give us firm
schedules 12 to 14 weeks in advance and therefore we are not certain that we are
purchasing enough material to meet their future demands.

Here is one examplé of the problems we are facing as a direct result of the steel
remedies. Our steel supplier pushed back a quoted lead-time an additional three weeks.
Since we owed parts to an assembly line that could not wait an additional three weeks
for parts, we were forced to purchase material on the spot market from a suppiier we
consider to be sub-standard. Half of the material we purchased turned out to be
defective, resulting in contaminated material throughout our supply chain. Sorting,
evaluation and containment costs associated with this event caused us to lose
substantial money on this shipment. Obviously we don't want to, and can’t afford fo,
repeat this situation.

it is very difficult to run a business when you have no assurance that you wil be
able to obtain the raw material you need. While we are doing everything we can to
obtain the steel we need, we are concernad that lack of steel will mean that we are not
able to supply particular orders.

The pricing and delivery environment that has developed in the wake of the
Section 201 decision is also of concern to our customers. After the steel tariffs were put
into effect, one of our long-standing customers placed a huge order with a Canadian

supplier, instead of with us, because the customer was concerned that we would not be
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able to get the steel we needed. The order that we lost was worth five million dollars
per year for eight years. We are a twenty-five million dollar company. This order would
have been very important o us, and the people who work for us. It will be very difficult
to recover this lost business. This particular part will have a life span of approximately
eight years. We will not have a chance to recapture that business until the next redesign
— eight more years. Therefore, the steel tariffs will continue to have a negative impact
on our business long after the tariffs are lifted.

The steel tariffs have clearly harmed many downstream consuming industries.
The negative impact is spreading far beyond what could have been anticipated--even
into small businesses such as mine. Please help me, and the people who work with me,
by lifting these tariffs as soon as possible.

Thank you.
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SEPTEMBER 25, 2002

Mr. Chairman, thank you for inviting me to testify today about the unintended
consequences of higher steel tariffs. My name is Erick Ajax. I am the Vice President of EJ Ajax
and Sons, Inc., in Fridley, Minnesota. We primarily produce hinges and other steel parts that are

used in appliances and electrical enclosures worldwide.

EJ Ajax has made a concerted effort to be internationally competitive. In the past 10
years, we made sizeable investments in employee training and productivity equipment that
reduced our labor costs from 15% to 9% of total costs. These efforts were successful and
aliowed EJ Ajax to service 2 wide range of companies located all over the world.  Until recently
EJ Ajax exported almost a third of our metal stampings. The Section 201 steel tariffs have,
however, undermined our competitiveness. They have made it difficult for us to continue to sell

parts domestically, let alone abroad.

‘We buy hot-rolled, cold-rolled and galvanized steel from service centers. We

estimate that seventy to eighty percent of the steel we use is from domestic sources.
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Since the imposition of the Steel Tariffs, raw material lead times have gone from
days to months. Most of our long-term contracts were broken within weeks of the President’s
Proclamation imposing the Steel Tariffs. We have been forced into the spot market. This
uncertainty as to supply makes it very difficult to continue to do business.

In addition, the steel tariffs have also increased our costs. Our steel prices have
increased 30 to 60 percent. Since steel represents close to 50% of our costs, these increases have
had a significant impact on our bottom line--particularly since we have not been able to pass the
vast majority of these increased costs to our customers. Where we have been successful passing a

small portion of our steel tariff increases on to our customers this has forced them to turn to

global market for competitive bids so that they can stay competitive in the world market.

As a result of the steel tariffs, we are simply no longer able to compete in the
international market. In eight short months several of our customers have already begun to
purchase their parts from other countries, and some are seriously considering moving more of
their manufacturing out of the United States where companies are not saddled with unpredictable
and dramatic increases in material costs or late deliveries. Indeed, one of our larger clients
recently informed us that our price for a family of parts was 50 - 70% more than the bid of three
of our international competitors. Clearly we are in danger of losing this business. This is a

sizeable contract that constitutes almost 10% of our annual sales.

Since the steel tariffs were imposed on March 5th, we have had to lay off 20% of
our workforce. This was unbelievably difficult for us. Our employees are a huge part of our
small family business, and we have always sought to provide all EJ Ajax employees with a safe,

positive working environment.
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Thus, because of the steel tariffs, all of our investments in productivity and
employee training and professional development have basically been for naught, we have had to
lay-off 20% of our work force, and our entire business is threatened. The very business that three
generations of my family has spent almost six decades building. On behalf of the employees at

E.J. Ajax and Sons and the other 13 million Americans that consume steel in manufacturing, we

urge you to lift these tariffs as soon as possible. Thank you.
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SEPTEMBER 25, 2002

Good morning. Thank you very much for inviting me to testify about the
consequences the Steel 201 tariffs have had on my company. My name is Jay Carlson and I am
President of G&R Manufacturing.

G&R Manufacturing is located in Naugatuck, Connecticut. The Company began
operations in 1972 primarily as a metal stamping house and we have grown into a full-service
“turn-key” manufacturing facility. G&R Manufacturing provides everything from basic
stampings, progressive stampings, transfer press eyelets as well as intricate multi-component
assemblies. We currently employ 40 workers.

G&R Manufacturing requires 550 tons of steel each year, We buy our steel
domestically through service centers. The steel tariffs imposed by the President in March have
reduced the availability of steel in the market to the point that our supply of steel is not reliable.
Our service centers have been put on allocation. As a result, we have experienced severe
shortages of certain steel grades, as well as unacceptable increases in lead times for others. Lead

times have increased from 4-6 weeks to 16 weeks or more.
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These increased lead times have placed some of our automotive customers in
potential line-down situations. In order to avoid this situation, we have had to pay extra for
expedited shipping and obtain our steel from alternative sources. This has increased our costs
significantly and it could potentially jeopardize the guality of our products. The alternative
sources that we have to utilize are not necessarily the best quality but they are our only
alternative.

It addition, we have to face steel price increases of 40-60%. This translates into
additional costs for us of $100,000 to $200,000 a year. G&R Manufacturing is 2 small business
and can not absorb these costs. Nor do we have the power to pass these higher costs on to our
customers. We are already competing in a global market that is a rather uneven playing field in
terms of labor, health, and environmental costs. The steel tariffs have tipped the scales even
further by making my steel costs substantially greater than those of my foreign competitors. On
top of all of that, our foreign competitors are able to import their product to this country duty free.
As aresult, GR Mamufacturing like many other small and mid size companies has a difficult time
competing and finds it difficult to stay in business.

I can tell you that GR Manufacturing’s experience is not unique. As a founding
member of the Manufacturer Leadership Group of Connecticut, which consists of 180 small
businesses in the Waterbury Connecticut area, I know that the tariffs have had a ripple effect. As
U.8. steel consuming industries lose business, so do the companies that supply those industries,
such as service centers, finishers, platers and assemblers. The situation is only getting worse.

The steei 201 tariffs need to be lified as soon as possible. We operate on tight

margins in a very competitive market. The hardship of these tariffs and our inability to pass on
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any price increases will cost not only jobs, but will also affect G&R Manufacturing’s ability to
survive.

Thank you very much for this opportunity to testify.
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SEPTEMBER 25, 2062

Good morning. It is indeed an honor to appear before this committee.
My name is Chris Dowding. I am the President of Dowding Industries, Inc., with
locations in Eaton Rapids and Springport Michigan. I am second generation of our
family’s business, which my father started in 1965. We are a steel “user”,
employing 150 employees. We purchase nearly 7 million dollars worth of steel that
is turned info products for the diesel and automotive markets. Our customers
include such companies as Cummins, Caterpillar, TRW and Borg Warner.

The Section 201 steel tariff is having a devastating effect on my
business. While we as steel “users” want steel “producers” to be state side. I,asa
small business now feel like T am David, facing the immense stature of Goliath. As
a small business, we do not want the steel producers as our foe. We want to join
with our fellow Americans and find solutions to help support the ailing steel
foundries. Solutions that do not put the American steel “users” at risk of extinction.
Solutions that do not pit 59 steel “user” jobs against 1 steel “producing” job. We

need to join forces with a solution that does not put us at odds against one another.
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There are encugh economic constraints facing American companies against global
third world competition, such as rising health care costs of 25-30% per year.....
Lets NOT sustain, yet another.

We understand that President Bush has his door closed to this issue and in
light of the terrorism facing America, I understand the priority. However,
President Bush, we pray that you will open your door and hear the voice of the
small business steel “user”. I am fighting for the survival of not only my company,
but the survival of my industry, for businesses all over America. I am fighting for
the long-term jobs of my employees, not the next election vote. And, my concern is,
how do we get this message directly to President Bush?

God has blessed my father’s business and we have worked hard at trying to
make good business decisions and investments. As second generation trying to pass
on my father’s dreams, I graduated from Northwestern University in 1990 with a
Masters in Management. We have made a commitment to come out of every
recession better than when we went in. We invested in our people through twe
training grants with our local community college. We have purchased the latest
technology in the world, in both laser and machine cutting. We have purchased
run-down factories and invested nearly a half million dollars in their renovations.
We have survived the economic downturn in the Heavy Truck industry and we were
“NOT” one of the ones on the auction block in 2000-2001. My father’s dream has
been to develop our community and provide jobs for Americans, not move our

company abroad. However, due to the steel tariff, we have begun conversations
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with a Mexico based company. Please understand, this is not in our five-year
objectives or goals. However, if that is what it takes to keep our family business on-
going, we will pursue it, verses the alternative, which is the elimination of it.

We are seeing an average of 16 to 20% increases in material prices, (with
some as high as 66%) or a $50,000.00 per month cost impact. On an annualized
basis, this equals more than three times my entire company's profits for either of
the last two years, 2000 and 2001. As if piece price wasn’t encugh alone, we are
faced with longer lead-time, premium charges and line down costs due to
unavailable material. As a small “user” business, we buy steel through service
centers. Before the tariffs were imposed our lead-times on steel use to be two to
four weeks. Current lead-times are as much as four to six menths and deliveries
and quality are unreliable. Recently, a written promise date by our steel supplier
was later denied with an, “I'm sorry, we can’t do that after all”. Upon notifying my
customer, we were threatened with “line down charges” which range in the
hundreds of thousands of dollars. The only way we were able to avert these
charges was by paying a $16,000 premium for expedited delivery of “foreign
material”. Dowding Industries can not pass these type charges, or material price
increases on to our customers, nor can we afford to pay such increases. In
fact, our customers demand a 3-5 percent cost reduction each year. We are caught in
a pricing squeeze. When we can not give our customers the cost reduction they
demand, they go elsewhere. We are being forced to have competitive prices for

products produced in Vietnam, Taiwan and Mexico, or lose the business. We are all
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aware of the un-level playing field when pitted against third world countries, now
add steel prices. And I ask, how is the small “user” company supposed to have the
ability to play in this arena, any more than the steel producers?

The steel tariffs have brought us to the point that we are now seriously
considering moving some of our production to Mexico. We cannot continue to
operate when our profit is eroded to a point it doesn’t justify the business any longer.
This could mean the loss of 150 jobs in Mid-Michigan. That impact extended to our
suppliers and their employees is enormous.

Mr. Chairman, all we're asking for is an opportunity to stay in
business and remain competitive in this global economy. Without a reliable,
competitive supply of steel, Dowding cannot be a successful small business. I am
confident there is another solution to help the ailing steel industry without

victimizing the small businesses and their employees. President Bush, lets talk!

Thank you, Mr. Chairman for this opportunity to present my views.
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Good morning. Thank you for inviting me to testify today about the Steel 201
tariffs. My name is Brian Robinson and I am President of Manufacturing, Wilson Tool
International. Wilson Tool International, Inc, of White Bear Lake, Minnesota is a 36-year old
privately owned corporation that is the world’s largest independent manufacturer of turret punch
press and press brake tooling. Wilson currently has 470 employees. In October 2001 we
employed 770 people. The total reduction of over 2835 employees has taken place since that time
due to the economic downturn and its devastating impact on the manufacturer sector.

[ am here to tell you that the Administration’s Steel Section 201 exclusion process
did not work, it was unfair and it has dire consequences for further job fosses in the
manufacturing sector. Wilson Tool applied, as earty as October 2001, for an exclusion on AISI
4150 cold rolled steel products engineered into special shapes (profiles). Wilson applied for this

exclusion because we were unable to purchase these profiles from domestic sources. Not only
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did the Administration after six (6) letters from Wilson Tool, three (3) from two Congressmen,
plus the submission of the Exclusion Questionnaire, not grant Wilson Tool’s exclusion, the
Administration never even posted our exclusion—that is the Administration never considered
our exclusion request and did not provide the domestic industry any opportunity to comment on
it. What is worse, the Administration never even told us that they were not going to act on our
exclusion request. Indeed, when the Administration assigned an official “N” number to our
exclusion request, by the way fhat was the only acknowledgement and contact we had from the
Administration during this long, extensive effort, we reasonably assumed that our exclusion
request was accepted and would be considered.

Accordingly, profile shapes in 4150 steel grade remain subject to the steel section
201 action and Wilson Tool is currently subject to 30% percent tariffs on these imported profiles
from Austria. It does not make any sense to impose a tariff on a product that is not made in the
United States—it does not help any domestic company ——it simply increases Wilson Tool’s
costs unnecessarily and makes it more difficult for us to compete in the market place.

Wilson Tool is currently the largest single independent purchaser of cold worked
tool steel stock in the United States. Wilson Tool has always had a commitment to buy steel
products from domestic sources whenever possible. While Wilson currently purchases 80-85%
of its steel from domestic sources, Wilson has had to import these profiles because Wilson has
been unable to purchase this material from domestic sources.

‘When Wilson Tool first developed a need for these profiles a couple of years ago,
Wilson Tool actively solicited bids from all U.S. steel manufacturers capable of producing the

U.S. grade 4150 profiles. Wilson required 29 separate profiles with varying sizes and quantity
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limitations ranging from ! U.S. ton to a maximum of 21 U.S. tons per profile per year. Only one
domestic company submitted 2 bid and it did not meet the requirements in quantities or scope.

Accordingly, Wilson had to resort to foreign producers and accepted the bid of
Boehler-Uddeholm AG Ybbstal Profile of Austria, Wilson Tool has worked with Boehier over
the course of the last two years, and spent tens of thousands of dollars to develop the profiles to
our specifications. This development process was so lengthy in part because all of the products
need to be certified and go thrdugh extensive quality control testing. Thus, even if domestic
producers could produce some of the profiles we needed, it would not be feasible to purchase
from them as we would have to go through the certification process muitiple times.

Wilson Tool has always made a commitment fo purchase steel from domestic
sources, but when Wilson cannot purchase the steel we need from domestic source, we do not
understand why we should have to pay Section 201 tariffs on that steel. It makes no sense. We
are also very frusirated that our exclusion request was in effect denied without any opportunity
for us to make our case. The exclusion process needs to be more transparent and accessible to
small businesses such as Wilson Tool.

In closing, T have come to Washington 1o testify because there is something
inherently flawed with the process imposed by the Administration for obtaining an exclusion to
the Section 201 Steel Tariff when our exclusion request is totally ignored and we are not even
told why, and even our elected Congressional representatives and their staff members are denied |
any acknowledgement to their inquiries, much less provided information regarding their
constituent’s issue; when small businesses must engage lobbyists to represent them or be
compelled to travel to Washington in order to advocate their right te be heard; when a tariff is

imposed on domestic manufacturers for importation of a raw steel product only to have their
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foreign competition import the same steel product produced at the same foreign mill as a finished
product without a tariff, then we have a serious problem.

Thank you for providing me with an opportunity to testify today.
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Introduction

Mr. Chairman and members of the Committee, I would like to thank you on be-
half of Nucor Corp. for the opportunity to present this testimony before you today. My
name is Bob Johns, and I am Director of Marketing for Nucor’s Sheet Mill Group. Nucor
is the largest producer of steel in the United States, and also the largest recycler. Accord-
ing to World Steel Dynamics, we are the most efficient, lowest cost steel producer in the
world. I am proud to say that we pioneered many of the most important technolégical
breakthroughs in the industry over the last two decades.

Yet even we have not been able to eam ouf cost of capital. If Nucor, with all its
competitive advaniages, still faces these problems, then something is clearly wrong with
the U.S. steel market. The problem is that foreign steel producers have been able to
freely sell illegally dumped and subsidized steel in the United States, and that this coun-
try’s trade laws have been ineffective in preventing this illegal behavior. We believe that
the President’s decision under Section 201 is the first step in reversing this process.
Summary

I would like to address several points today regarding the President’s 201 decision
and small business:

o The President acted after the U.S. steel industry had been badly damaged by years of

illegally traded imports, imports which the antidumping and countervailing duty laws
had been unable fo stop.

WREMAIN 11728652
9/23/02
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e The 201 relief has directly benefited hundreds of small businesses throughout the
United States that supply the domestic steel industry with goods and services.

» By giving the domestic steel industry the opportunity to rationalize and consolidate
itself, the President’s 201 decision will prevent dislocations in the market, to the
benefit of steel users.

e Since the President’s decision, prices for flat-rolled products have only returned to
their normal levels from historic 20-year lows, while prices for many long products
remain far below their historic levels.

» Steel prices have risen around the world, so that U.S. steel users are not suffering a
competitive disadvantage by the return of some prices to historic levels.

¢ The exclusion process was exhaustive, and resulted in the removal of 201 temporary
tariffs from 25% of the imports that would otherwise have been subject to them.

The President’s 201 Decision

In March 2002, President Bush made the bold decision to provide relief to the
domestic steel industry under Section 201. His decision reflected the fact that the U.S.
steel industry was in dire straits. The reason was simple; by the end of 2001, steel prices
had dropped to artificially low levels. These price levels reflected massive imports of
steel that was being sold at less than fair value (“dumped™) or that had received subsidies
from foreign governments.

The U.S. industry has often been criticized for its frequent resort to the unfair
trade laws in an attempt to counter these imports. The bald fact is that, despite literally
hundreds of findings by the U.S. Department of Commerce that imported steel had been
dumped or subsidized, and by the U.S. Intemational Trade Commission that these im-
ports had injured the U.S. industry, imports continued to flow into the United States. The
domestic industry could have continued on its previous course, and filed still more dump-
ing and countervailing duty cases. President Bush, however, concluded that this course

would not provide any meaningful or timely legal remedy for the industry. To the con-

WRFMAIN 1172865.2
9/23/02
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trary, the trade laws alone had proven ineffective in maintaining or restoring legal trade
to the U.S. steel market.

Instead, President Bush decided to strike at the root of the problem. He formu-
lated a comprehensive steel strategy:

1. Impose a temporary “time out” under Section 201 on unfairly traded steel im-
ports that have devastated the U.S. steel industry and its workers;

2. Launch intemati(;nal negotiations to eliminate global excess capacity; and

3. Conduct negotiations to address market-distorting subsidies and énﬁcompeti-
tive practices.

The President realized, correctly, that other countries would negotiate only if they
saw that they could not use the U.S. market as a dumping ground for their excess produc-
tion. Instead of continuing an ad hoc strategy based on individual trade cases, the Presi-
dent decided to use relief under Section 201 to achieve ﬁesc objectives. This was the
right decision.

The President’s 201 Decision and U.S. Steel Consumers

Nucor firmly believes that the President’s 201 decision was very much in the best
interests of businesses in the United States that use steel. The reason is simple. Without
201 relief, the United States was lkely to lose a substantial part of its steel-ymaking capac-
ity. Thirty steel producers have entered bankruptcy over the last few years. This in-
cludes some of the biggest and best known steel companies, such as Bethlehem, LTV,
and National. Absent the temporary protection provided by the 201, more companies

were going to fail.
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While this flood of foreign steel would appear to be good for consumers in the
short run, in the long run, it would be disastrous for them. As U.S. producers shut down,
the supply of steel in the United States falls. This is exactly what happened when LTV
stopped production in December 2001. When LTV took about six million tons of capac-
ity out of production, the market was disrupted. When LTV closed down, these custorn-
ers found out why they need a healthy domestic industry in order to maintain sources of
supply. 4

The President’s decision to provide relief to the domestic steel industry will help
avoid similar situations in the future. Many steel consumers have recognized this, and
publicly stated their support for the President’s action. They realize that, as users of steel,
it is in their own best interest to have a healthy domestic industry. 201 relief will not
keep inefficient producers in the market. It will give the U.S. industry the breathing
space it needs to consolidate in a manner that will minimize the ill effects on steel con-
sumers such as occurred after LTV’s sudden shut-down.

201 Relief and Prices

‘We have been hearing a great deal about how the 201 relief has resulted in “arbi-
trary” price increases for various steel products. The evidence does not bear these claims
out. In December 2001, when the International Trade Commission made its recommen-
dation for relief to the President, stecl prices were near or at 20-year lows. These prices
were not sustainable.

Secretary O’Neill recently made exactly this point. To quote:

1 think it is implicit that people down the value chain understand that it’s

not possible for them to count on general taxpayers subsidizing their sup-

pliers so that they can have a false notion of what the real cost, the total
cost, of capital is to provide a semi-finished product coming downstream
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toward more value added. Let me tell you I am not in favor of maintain-

ing low prices if we do it by collecting money from the general taxpayer

and providing subsidies to keep a non-performing industry operating at the

fictitious low prices so that people downstream can be happy. I want to

cover all the cost of capital so I am not living in some fool’s paradise and

expanding the non-profit {sector}.

The extent of price movements has been greatly overstated. The President’s 201
decision imposed tariffs of up to 30% on a range of products. With some exceptions,
price restorations have generally been less than 30%. Foreign producers and importers
are willing to absorb part of the duties if that is necessary to sell steel here. This is 2 fur-
ther demonstration that the United States has become the market where the rest of the
world sells its excess production.

Another reason reported price “increases” are erroneous is that many producers
sell a significant portion of their production under long-term contracts. These contracts,
which are normally for one year, tend to lock in low prices. These coniracts are not re-
served for large customers; to the contrary, Nucor and other domestic producers have
coniracts with customers of all sizes. Contract customers continue to pay low prices for
their steel, even if spot prices rise. |

Of course, some customers chose over the last few yeafs to take advantage of the
low prices on the spot market. Now that spot prices have risen for many products, they
are complaining about “arbitrary price increases.” They made a deliberate decision to
take their chances on spot prices, and are seeing the flip side when legal trade is restored.
We certainly did not hear them complaining when spot prices were at “fictitious” low
fevels as a result of a flood of illegally-traded imports.

To some extent, customers themselves were responsible for some of the instability
in the market over the past few months. As spot prices returned to normal levels, many
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customers doubled up on orders, placing orders both with domestic mills and importers to
ensure that they had suppfy. They would then cancel the domestic order once the impor%s
were on the water. This gave the appearance of a spike in demand, and served to push ‘
prices upward, when in fact overall demand for steel has been falling this year.

Flat rolled steel prices have stabilized, and are even falling for some products, in-
cluding hot-rolled sheet. Some steel distributors are reporting large inventories and de-
clining orders, a condition that contradicts claims of shortageé. Lead times from mills are
decreasing, and mills are actively soliciting orders. For many products, such as construc-
tion-related long products, prices never recovered, and mills have been scurrying for or-
ders.

The Trade Case Alternative

The President’s 201 decision did not require any finding that imports have been
unfairly traded, ie., dumped or subsidized. The fact is, though, as the U.S. Department
of Commerce has found in a huge number of investigations, a significant portion of steel
imports are unfairly traded. Instead of supporting the 201 process, the domestic steel in-
dustry certainly could have filed a siving of antidumping and cgtmtervaiﬁng duty cases
covering a broad range of products. This could have resulted in average duties well
above 30%. In a series of recent antidumping investigations of cold-rolled steel, for ex-
ample, the Department of Commerce found an average dumping margin of 57%. The‘
201 remedy has had a smaller impact on domestic steel consumers than a massive new

round of antidumping and countervailing duty cases would have had.
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The Macroeconomic Effects of the 201 Relief

If the 201 ‘reh'ef has had the catastrophic effects described by some, these effects
have not shown up in any of the U.S. government’s economic statistics. Inflation and
unemployment remain solidly under control. The largest domestic consumers of steel,
the automotive companies, are reporting strong sales; indeed, General Motors, Ford and
DaimlerChrysler all recorded double digit increases in sales compared to 2001.

The Impact of the Presideﬁt’s Decision on Small Businesses Supplying the Industry

‘While the subject of this hearing is the effect of the 201 on small business, the
other testimony has focused solely on steel consumers. The Cormittee has not heard
from the thousands of small businesses that supply goods and services to the steel indus-
try. Many of these small businesses have literally been saved by the 201 relief. Over 500
of them have demonstrated this by publicly declaring their support for the President’s ac-
tion. In considering the impact of the 201 relief on small business, the Committee should
keep in mind these companies as well.

A representative of one such company is with me today. Mr. Doug Ruggles is the
owner of Martin Supply Co., a provider of industrial products and services located in
Sheffield, Alabama. Martin was founded in 1934, in the heart of the Great Depression,
by Mr. Ruggles’s grandfather. ﬁnﬁl recently, Martin’s largest customer was LTV’s
Trico Steel. In 2000, though, Trico was forced to shut down because of illegally traded
imports. Martin had invested a great deal of money in inventory for Trico, and has been
struggling to recover. Now, because of the relief provided by the President’s 201 deci-

sion, Mr. Ruggles and his company are ﬁnding new customers, including Nucor-Decatur.
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As Mr. Ruggles told me, “for the first time since March 2000, when Trico closed, we
have hope in the future.”

Mr, Ruggles had hoped to tell his story before the Committee today. Unfortu-
nately, although the Committee ‘scheduled five witnesses from small businesses that
claim to have been Aurt by the President’s 201 decision, it could not find five minutes to
hear from Mr. Ruggles,k whose small business has been helped by the 201. He is here
with me today, and is availaB]e to tell his story. 7
201 Relief and Import Competition

Some have claimed that steel users have been placed at a competitive disadvan-
tage, because their foreign competitors can purchase steel more cheaply. These claims
are exaggerated and even untrue. Steel prices have been increasing around the world,
including in Europe, Japan and China. In some cases, the magnitude of the increases has
been as great as, or even greater than, the increases in the United States. Steel traders tell
us, for example, that prices in China for hot-rolled coil, a key input into many manufac-
fured products, are higher than in the United States.

One industry in particular that has supposedly suffered from the 201 relief is the
steel drum industry. Yet imports of steel drums have been, and remain, negligible, and
90% of the imports come from Canada. Canadian steel prices are the same as in the
United States. Indeed, the economics of the industry are such that steel drum producers
themselves have said that they generally sell their products within 200 miles of their
plant. While spot prices for the cold-rolled steel used to manufacture steel drums have
begun to return to historic levels, producers who have long-term contracts continue to pay

artificially low prices for their steel. Given these facts, the reports of the looming death
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of the domestic steel drum industry have been greatly exaggerated, if not totally fabri-
cated.

A number of small businesses opposing the President’s 201 decision have made
statements in hearings such as this that are directly contradicied by their other public
statements. In many cases, they have blamed the 201 relief for problems with their busi-
nesses that began long before the President announced his decision. We would be happy
to supply the Committee wiih several such examples.

The Exclusion Process

I would like to conclude with a few words about the exclusion process. As soon
as he announced his 201 relief, President Bush also announced a procedure by which
domestic steel consumers could seck to exclude products that are not being produced in
the United States in sufficient quantities. So far, the government has considered more
kthan 700 individual requests, and has granted more than half of them. As a result, ap-
proximately 25% of the imports that would otherwise have been subject to the 201 tem-
porary tariffs have been excluded from them. When the exclusions are combined With »
the exemptions for imports from NAFTA and developing countries and other exemptions,
the temporary 201 tariffs reach only about one-quarter of U.S. steel imports.

The exclusion process was both exhaustive and fair, perhaps to a fault. We know
- we had to fill in many, many voluminous questionnaires required of U.S. producers
who make products for which exclusions were requested. The scale of the exclusions
granted provides still further proof that the process was more than fair.

In considering exclusion requests, though, the government was confronted with

comparies clearly trying to “game” the system, by submitting muitiple requests for the
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same product, for example. Other companies requested exclusions that were incredibly
broad, such as for “all rebar.” Given these practices, we think that, if anything, the U.S.
government was too Ienient in granting exclusions.

The exclusion process has had a demonstrably negative impact on another cate-
gory of small businesses — small steel producers. Several small producers, such as Steel
of West Virginia, Kentucky Electric Steel, and Gautier, have watched as any remedy they
would have received from >the temporary 201 duties was sﬁpped away by the exclusion
process. In many cases, the U.S. government granted exclusions even though at least one
U.S. producer made the preduct concemned in commercial quantities. As a consequence,
these companies may have to decrease production and lay off workers. These workers
certainly deserve the same consideration being shown the workers in steel consuming in-
dustries.

k Conclusion

The President’s 201 relief has had a positive effect on small businesses in the
United States. The vast majority of steel-consuming companies have adapted to the
changes in the market. These changes will enable the domestic steel industry to rational-
ize and consolidate, and will ensure that small businesses in the United States that depend
upon steel will continue to have a reliable source of supply. The President’s decision will
also ensure that the thousands of small businesses supplying the domestic steel industry

will have customers in the future.
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~DONALD A. MANZULLO, hLiNnOIS NYDIA M. VELAZQUEZ, New York
CHAIRMAN

Congress of the Wnited States

House of Representatioes
1o7th Congress
Committee on Small Business
Tuly 23,2002 2567 Ragbum Aouse Ofice Buitding
Aashington, BE 20515-851F

The Honorable John Ashcroft
Attorney General

Department of Justice .
950 Penmsylvania Avenue, NW
Washington, DC 20530

Dear Mr. Attomey General:

Tam writing to bring fo your attention my serious concerns about possible
anticompetitive behavior in the U.S. steel market today as a result of the recent Section
201 steel tariffs. Many small manufacturers across the nation, including several of my
constituents, have complained that domestic steel producers have dramatically increased
steel prices in the last several months—in many cases, by more than 50 percent. Irealize
that some price increases were expected and anticipated as a result of the steel 201 tariff
remedy, but the magnitude of price increases reported seems excessive and suggests that
U.S. steel producers may be engaging in unlawful anticompetitive activity. I urge you to
conduct an investigation to determine whether that is the case.

Tunderstand that, during the Section 201 proceeding, the Justice Departinent was
concerned that steel import restrictions might have an unacceptable anticompetitive effect
on a domestic steel industry that is in the process of rationalizing and consolidating
production, and that the Justice Department conducted an investigation to evaluate these
concerns. It now appears that these concerns were well founded, and I urge the Justice
Department to reopen this investigation. The Section 201 tariffs appear to have reduced
domestic competition, as evidenced by the level of recent steel price increases.

Accordingly, I respectfully request that the Justice Department investigate the recent
pricing behavior of the domestic steel indusiry. This is a matter of some urgency to the
nation’s small manufacturers whose businesses may not be able to survive much longer
in light of these excessive domestic steel price increases.

Sincergly-yours,
2N,

/
A)G{ d 45/13/

Chairman
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U. S. Department of Justice

Office of Legislative Affairs

Office of the Assistant Attorney General Washington, D.C. 20530
October 3, 2002

The Honorable Donald A. Manzullo
Chairman, Committee on Small Business
U.S. House of Representatives
Washington, DC 20530

Dear Mr. Chairman:

Thank you for your letter of July 23, 2002, raising concemns regarding potential anticompetitive
behavior in the U.S. steel market and requesting that the Justice Department investigate. Although it
would be inappropriate for the Department to make specific comments regarding its investigations, I
can advise you that the Antitrust Division does monitor the steel industry for indicators of
anticompetitive conduct, including conduct that has an impact on prices. Most recently, the Division
began an investigation of ongoing merger and acquisition activity in the domestic steel industry. As part
of this ongoing merger review process, the staff actively monitors pricing trends and their impact on
customers.

If any of the small manufacturers referenced in your letter, or others in the steel industry, have
evidence of anticompetitive conduct related to the recent price increases, they should provide it to us.
If the Antitrust Division’s review reveals activity in violation of the antitrust laws, the Division will take
appropriate enforcement action.

Thank you for writing to us on this important issue. If we may be of further assistance on this or
any other matter, please do not hesitate to contact this office.

Sincerely,

Dt 3By A

Daniel J. Bryant
Assistant Attommey General
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Steel Exclusions
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Written Testimony of
‘Wes Smith
E&E Manufacturing Co, Inc.

THE UNINTENDED CONSEQUENCES OF INCREASED STEEL TARIFFS
ON AMERICAN MANUFACTURERS

Submitted to the
House Committee on Small Business

My name is Wes Smith, and I am the President and owner of E&E
Manufacturing Co. I appreciate the opportunity to submit this testimony to bring
attention to the fact that the Steel 201 tariffs have had a dramatic impact on the price
and availability of steel in the market, and have resulted in a significant and negative

impact on our company.

E&E is located in Plymouth, Michigan, and is a world-class leader in metal
joining technology. It meets the needs of its world-class automotive customers by
manufacturing heavy gauge stamped metal fasteners, progressive die metal stampings,
and high value added assemblies. E&E was founded in 1963, and provides meaningful
employment to over 250 dedicated employees. Steel comprises 40 percent of our total
cost of producing these products.

For our raw steel needs, we generally have relied upon six-month or yearly
contracts with steel warehouses that obtain their supply from domestic mills, with 75
percent of our requirements met by one major supplier. Our relationship with this
supplier has been positive and constructive, but the day after the Steel 201 tariffs were
imposed last March, this supplier broke its contract with E&E and imposed a hefty
increase on our pricing. I have prepared a spreadsheet, which is appended to my
testimony, that tracks the significant and sudden price increases we have been

experiencing in our raw material purchases since the imposition of the steel tariffs. This

\\\DC - 60957/0018 - 1579090 v1
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analysis illustrates the significant effect these additional tariffs have had on the pricing
and availability of steel, as well as a drop in our revenue. Since February of 2002, our
steel costs have increased by 42.4 percent, which amounts to $350,000.00.

Aside from pricing, a continued reliable supply of steel is of great concern
to us. The lack of available steel has brought us close to shutting down our OEM and
Tier One customers. Because of late deliveries due to capacity limitations that the steel
mills have had since the imposition of steel tariffs, we have had to pay expedited freight
costs in order to get our shipments in time 8o that we can deliver the final product to our
customers in time. In addition, E&E have had to spot buy material at a significantly
higher cost because our suppliers have failed to deliver steel we have ordered.

The consequences of the Steel 201 tariffs have already impacted E&E ina
dramatic way. Nearly half of our fastener produet is supplied to an OEM, which has
bought its requirements from E&E since the 1970’s. This account comprises a third of
our sales. It involves a proprietary product that is now subject to a reverse auction
process, whereby the contract is auetioned off on a yearly basis. In February, 2002, E&E
had to negotiate a significant price decrease to keep this business, because our customer
has made it clear that it has the increasing option of purchasing its requirements from
off-shore sources, such as China.

Immediately after making this concession — at a loss of a half-million
dollars in revenue — the Steel 201 tariffs were imposed, and the price spikes I described
earlier hit us. At this point, it is absolutely out of the question for E&E to approach this
customer to renegotiate this deal in a way that would cover the increased costs of our
raw materials. The customer has made it abundantly clear that it will exercise its option
to take its business off-shore for this product.

I fear that this illustrates the flaw in the reasoning underlying the Steel 201
tariffs. The assumption was that the small businesses, the steel-consuming industries in
this country, wouldn’t get hurt by the Steel 201 tariffs. We should be able to pass this
cost on to our customers, who would pass the cost on to their ultimate consumers or

DG - Bog37/0018 - 579090 ¥1
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absorb the cost themselves. But this doesn’t work in reality, as my example proves. Ifa
components manufacturer like E&E tries to pass these significant increases on to its
customers, those customers will procure their products from off-shore sources, where
cost of production is cheaper for a lot of reasons, including a raw material cost
unfettered by significant additional tariffs. Our customers tell us that in this economy,
we need to compete globally. We cannot, however, compete under the best of
circumstances when our raw material costs are artificially inflated as a result of the Steel

201 tariffs.
As you can see, the price increases and supply constraint resulting from

the Steel 201 tariffs have had a significant impact on our company. Unintended or not,

the consequences of the increase steel tariffs have been significantly detrimental to us.
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National Metalwares chief Gary Hill inspects steel tubing the Aurora-based company makes for home and office products. Hill said
soma of his customers have turned to offshore suppliers as the tariffs imposed by the Bush administration raised his steei casts.

Tribune phatos by Jahn Kiingas

U.S. businesses say they are unintended victims of Bush policy |

By Melita Marie Garza
“ibune staff reporter

Three years ago, Chuck Kuhn
and his business partner, Paul
Kasperski, mortgaged their
homes, secured a Small Bust-
ness Administration Joan and
rehabbed an abandoned factory
in Aurera with sweat equity.

The result is Great Lakes Tu-
bular Products inc., a firm that
makes steel components for stp-
pliers to General Motors Coip.,

Ford Motor Co. and Harley-Da-
vidson Inc., among others.
Their business plan seemed
promising. The firm grew from
just Kuhn and Kasperski to 15

employees, with sales averaging |

about $325,000 a month, sald
Kuhn, Great Lakes president.
But never did Kubn imagine
that his small, steadily growing
business wouid take a wallop
from President Bush, whose de-
cision to impose steel tariffs in

March tremendonsly increased
Great Lakes’ costs.

“It’s been a nightmare,” said
Kubn, a lifelong Rspublican.
“Cur raw materials have gone
up 40 percent to 50 percent. And
supplies ave tight, sowe can'tal-
ways get the quantities that we
need, when we need them.

“We've had to send our work-
ers home at least eight or nine
days in the last four months be-
cause shipments have not ar-



rived.”

Although the firm hasn’t laid
off any workers due fo the tar-
iffs, it has canceled plans for
starting a second shift. Kuhn is
meeting this week with mem-
bers from House Speaker Den-
nis Hastert’s staff to discuss the
situation.

As small and medium-size
U.S. steel-consuming business-
es protest the increasing toll
Bush’ssteelfariffsaretakingon
their businesses, Commerce De-
partment officials announced
Monday that they plan to callfor
the elimination of all steel sub-
sidies internationally.

The Commerce Department’s

Welded steel tubing manufactured by National Metalwares ends
up being used in chairs, desks and lawn and garden equipment.
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plan, to be presented at a meet-
ing of the Organization for Eco-
nomic Cooperation and Devel-
opment in Paris this week, s a
prelude to negotiations that are
to take place in December, 2
Commerce Department spokes-
man said.

However, the administra-
tion’s proposal does not directly
address the concérns of hun-
dreds of users of domestic steel

products—like Great Lakes—.

that believe their businessesare
being sacrificed to save long-ail-
ing domestic steel producers.
The tariffs—widely viewed as
an election-year political move
by Bush—range from 8 percent

to 30 percent, with the highest
tariff increase applying to fiat
steel products and hot and cold

- “bar” steel products. Slab steel

also is subject to the 30 percent
tariff, but only after countries
ship 5.4 million tons.

Encumbered by high-cost
health and pension benefits for
retirees, production inefficien-
cies and overcapacity, the U.S.
steel industry has been strug-
gling for years to remain com-
petitive. The issues are net new;
nearly every president has
grappled with the problem for
the past 40 years.

The tariffs have been severely
criticized by other steel-produc-
ing nations, leading the admin-
istration to announce several
rounds of exemptions for cer-
tain steel products. So fan
roughly a quarter of the 13.1 mil-
lion metric tons of bmported
steel covered by the tariff has
been exempted.

Even before the Bush admin-
istration imposed the Section
201 steel tariffs, U.S. steel prices
were rising, in part because the
closure of LTV Corp. last De-
cember took a chunk of steel
production off the market.

“I don’t think the 20} tariffs
will preserve the long-term via-
bility of the stesl industry,” said
Gary Hill, president and chief

PLEASE SEE STEEL, PAGE 4
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SECTION 3

Workers at National Metalwares stack steel tubing. CEO Gary Hill complains that tariffs imposed
on foreign steel are raising his costs and putting bis business at an economic disadvantage.

STEEL:
Tariffs added
to aid U.S.

steelmakers

CONTINUED FROM PAGE 1

executive of National Metal-
wares LP in Aurora. National
Metalwares, a 56-year-old com-
pany, has 282 employees and
makes steel tubing products.

“I think what is being over-
looked in this equation is thata
good deal of the customer base
of the stee] industry is béing put
atrisk,” said Hill, who has seen
some clients move to cheaper
offshore suppliers. “It’s going to
putall of us at a competitive dis-
advantage to our direct compe-
tition offshore.”

The steel tariffs, which are to

last three years, were an effort
by the Bush administration to

give the steel industry a re-
prieve until it could right itself
financially.

As part of the deal, steel com-
panies were required to file res-
tructuring plans around Sept. 5
to demonstrate to the adminis-
tration that they were using the
three-year time period to re-
build their businesses.

Tariff war stories

At a meeting in Chicago last
week at McCormick Place, a
group of executives from steel-
consuming industries besieged
Grant Aldonas, the U.S. under-
secretary for international
trade, with stories about how
the tariffs were damaging their
businesses.

Richard Wilkey, president of
Fisher Barton Inc., Watertown,
Wis., said his business, which
makes lawn mower blades, is
struggling as a result of the tar-
iffs.

“Frankly, the steel industry
has been at the irough for 40
years,” Wilkey said. “This is
nothing more than a tax on the

‘steel producers also were a vital

Tribune photo by John Kringas

steel consumers.”

Ed Farrer, purchasing manag- |
er for Olson International Lid.,
a metal gtamping firm in Lom-
bard, said his firm is paying be-
tween 30 percent and 50 percent
more for raw. materials since
March. “We have requested raw
materials and goods shipped via
premium freight in order to
keep our customers supplied ;
with product.” |

Fear of closures

Some executives said they |
thought a number of companies |
would go out of business before
the three vears of tariffs expire.
Others placed hope in the ad- |
ministration’s 18-month review !
of the tariffs, saying that they
hoped they could influence the |
administration toend the tariffs |
S00Ner :

Aldonas pointed out that the |

part of American manufactur-
ing. Still, he told the steelcon-
suming businesses, “I am get-
ting the message loud and
clear.”
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Errant Shot? Shot?

So Far, Steel Tariffs Do Little
Of What President Envisioned

Nations Cut Neither Subsidies
Nor Capacity, and Industry
In U.S. Remains Inefficient.

Political Gains Seem Transient

Rnbert Gu Y -
5 Matthews in Pnru

Nels Leutwiler has often voted Repub-
ican. Then this March President Bush
imposed sweeping tariffs on steel im-
ports. When the GOP hit him up last
month for a $1,000 contribution, the chief
of Parkview Metal Products Inc., an auto-
parts maker, sent a note instead.

“T don’t have any money to contribule
bacause of the exorbitant-cost of steel asa
result of the Bush tariffs,” he wrote. He
says the tariifs added more than $200,000
in costs per month for his company, which
isbased in Chicagoand has factoriesin Iili-
nois, New Mexico, Texas and Mexico.

Mr. Bush’s tariffs were key to his cam-
paign to end the international steel wars,

. i
The administration hoped they would |
give U.S. steelmakers time to modernize, |
bolster Republican candidates in vote- |
rich patches of the heartland, and give !
the U.S. a club to use in continuing ef-
forts to cut global steel overcapacity and
curtail foreign steel subsidies.

Six months later, the gambit has back-
fired on nearly every front.

Steel prices are up more sharply than
Bush advisers anticipated, Lured by the
higher prices, mills around the world are
producing more steel today than they were
two years ago, worsening the global glut.
Brazil produced 36% more steel in July
than in July 2001. Production in Russia,
the EU and Japan is up about 3% in a year.

U.S. trade pariners are angrier thas
Mr. Bush's foreign policy advisers ex-
pected, And users of steel are morevocil-
erous than hig business advisers antici-
pated, prompting the administration to
carve exceptions to the tariffs. These, in
turn, have angered the ste¢l-stale legisia-
tors and union members whom Mr.
Bush’s political advisers were courting.

The Bush strategy’s shoricomings
were painfully evident yesterday in Paris,
where officials of 39 steel-producing cou-
tries proved once again unable to find 2
way o do what all agree is needed: Close
some mills somewhere, There simply isne
consensus on what constitutes the “inetfi-
cient steel capacity” that they generally
agree should be shuttered, said T.H. Chen,
vice president of China Steel Corp. Each

Steel Barriers
Mare than 30 years of presidential aid to
the stes industry

= 1268 lohnson imposes “veluntary”
sesmints on Imports of stee! from
Japen, Europe

#1877 Caner approves minkmum price
for steed imports

* 1984 Reagan imooses “voluntary”
rasteaints on majoc Asian and
Eurapean steel producers.

W 1989 Bush extends restrainis,
launches globai effart to cut
governmant subsidies

= 1934 Clinton atlows voluntary restraints
10 lapse

% 2002 George W, Bush imposes three-
year tanits op wide sange of steel
imports

1
i
!
t
i
|
|
|
|

country thinks another nation should be:
the one to close a mill.

Criticism for Bush

Although most participants were too
diplomatic to criticize the U.S., a few said,
what was clearly on many minds. “Mr. |
Bush has been hypocritical,” said D.j
Singh, joint secretary for India’s ministry:
of steel. “It is difficult to explain or under-|
stand how one argues for free markets andx
have safeguards at the same time.” f

Continued consultation remamsmpuy—
tant to the government officials, lawyers:
and steel-industry executives who gather‘
periodically to ponder the steel glut. They‘
agreed tn meet again in December.

The tariffs Mr. Bush imposed mnge
from 8% {0 30% on a wide range of prod-
ucts and are supposed to phase cul by -
March 2005. Bush aides call them a legifi-
mate way to help a troubled domestic
industry that's suffering because foreign
governments subsidize their steslmak-
ers. The administration also defends the
taritfs as a way to buy U.S. steelmakers
time to become more efficient and com-
petitive~the same arguments that presi-
dents since Lyndon Johnson have made
when they moved to limit steel imports.
The Bush aides say six months isn't long
enough 1o judge the strategy's success.

Had Mr. Bush nof imposed tarifis, the
aides also argue, Congress might have
passed evenr mere stringent remedies.
They say Mr. Bush had to prove himself &
tough enforcer of trade laws to win support *
for goals such as broad free-trade pacts.

“We live in a world that isn't always
abolit living on a free-trade basis,” says
Grant Aldenas, undersecretary for inter-
national trade at the Commerce Depart-
ment. “It’s about moving the process in
the right direction. And I truly believe
that this action has done that.”

The administration has scored one vic-
tory sineg March, persuading Congress
to give Mr. Eush authority —denied to Bill

Please Turn to Page A12, Column §
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Goals for Steel Tariffs Are Elusive

Continugd From First Page
Clinton—to negotiate new trade agree-
menis that Congress can only approve o
reject, not amend. But even that triumph
is clouded, Washington irade amalysts
say, because the steel tariffs have ignited
foreign protectionism in agriculture and
textiles that is endangering the larger
free-trade ambitions. “With siepl, Bush
unieashed the hounds, and he may nof be
able to put them baek,” says Gary Huf-

bauer of the Institute of International !

Heonowics, a Washington think tank.
Mennwhile, the demestic poiitieal pay-
off from the tariffs isn't apparent. The
price rises have drawn the wrath of 1.8,
manufacturers, whe represent a bigger
glice of the economy than steelmakers,
Qver three decades, federal efforis to pro-
teet steelmakers from imports have cost
steel users $120 billion, Mr. Hufbauer cal-
culated in & study he did last year.

Steel consumers used to be a disparate |
group withlittle might in Weshington, But ¢

in the past six months, they’ve hired pub-
Heerelations Hrms, staged protests az;d m»
fored Mr. Bush talesof ial

|
|
|
|

money, and that Hmits their financial
ahility to modernize and get more effi-
clent,

Giant U.8. Steel Corp. does expect to
he profitable this year, however—for the
first time since 1999, Its chief executive,
Thomas Usner, likens the tariffs to a be-
lated tourniquel: “For those who still
“have some blood left, this will heip. For

tthose who don't, it's another story.”

. In discussions with Comiperce Secre-
;tary Donaid Evans and other US. offi-
icials, stest chiefs say their

Bush aides say they were surprised at
ihe uproar, bl pronounce it more bark
han bite. The iariffs have acted a5 a sort
of eatalyst by making countries realize
that only by cutting production and end-
ing subsidies will the world avoid similar
upheaval, Mr. Allonas contends.

Bush administration officials in Paris
gay much hard work remains to convince
other countries that the U.S. tarifls and
global capacity cuts aren’t contradictory.
They'vé expressed retief that there’s siilt

;ened companies now are making plans
o eonsolidate and recruif new outside
investors, moves they say would be i
possible i not for the tariffs. But so far,
the tariff wall appears fo have been dis-

* couraging sorely needed consolidation,

by giving the weakest players just
enough maneuvering room so they can
Tesist takeover presswre.

Meanwhile, the higher prices the tar

1
/‘ |

1tfs ave caused on many key steel prod- i

uets are coaxing more capaeity on line..

These ted the adeinistration fo carve ex-
ceptions to the tariffs. As a resull, about
25% of the 13 million tons of faports origi-
nally hit by the duties now are exempt. Ex-
ecutivesof auto-industry suppliers, partic

wiarly hard hit by tariffs, pian o descend

on Washington Oct. 1 to pressure the ad-
ministration to end the tariffs.

‘The exclusions-are depleting the good-
-will Mr, Bush initially won feom steeh ;

workers. in March, lhe rank-ami{ile

were clamoring to invite the president !

and cabinet members o visit mills, says

United Steelworkers President Lao Ger
ard. Now, he says, the line he hears most
frora workers is, “Hey, I thought these
guys were on our side.” He adds, “Many
of our members even zalk of betrayal.”

Price Action

The tariffs pushed 1.8, prices higher,
ecause the foreign stesl on which tariffs
wereimposed stopped coming in, restriet-
ing supply. This shortfali—more than U8
producers could quickly make up--caused
11.8. prices to leap. The U.8. price for hot-
rolled steel, a basic item that bears a 30%
taritf, has jumped to around 5350 2 ton
from 3210 late last year. Because i usually
isn’t possiple to substitute anything else

for steel, at least not on short notice, the .

higher prices didn’t damp demand,

Shuttered mills such 25 Acme Mefals |
Inc., Trice Steel Co. and Qualitech Steet
SBQ LLC are skated to resume operations |

this year, and weak mills such as Bethle-

hem are more likely to hang on. The :

same thing is happening abroad,

In Paris this week, as in the past, dele-
gates from outside the U.S. argued that
high-cost producers should be expected to

close, Many of these ave in the U.8. Byt . !

U.S. and 2 fow other steelmaking coun- -
tries counterthat, when all factors arecon- ©
sidered, the U.5. planis aren't the probs

tem. They say same low-cost producers, in-

cluding those in Russia and Bastern Eu-

Tope, are low-cost only because they are
permitted to pollute more heavily.

Some struggling national economies
see steel as vital, Bulgaria's ehief of in-
dustry policy, Andrey Breshkov, says
steel jobs ave critical io his countiry,
where the unemployment rate is 20%. B~
garia's three major steel companies ex-
port 8% of their production. mainly o
the Buropean Union.

Today in Paris, the steel-making coun
tries are to grapple with how to end steei
subsidies, & step 4ll agree ought to be
taken. The controversy involves defining
the term. Subsidies can mean tax breaks
or loans from a government. Or they could
mean governments’ past decisions to re-

The 1.8 tarifls left foreign p 3

with steel they had to seli elsewhers. For- -

eign countrisg, fearing this steet would
flaod into thely markets, imposed import

restrictions of their own. Those cansed |

steel prices to rise for these countries’ own

producers, just as prices had risenfor .8, ¢

producers. These higher prices spurred
wore production, worsening the glut.
Meanwhile, the higher U.S. prices
stil! baven't produced profits for most of
the old-line American steel eompanies.
Bethlehem Steel Corp. and National Stag
Corp., for instance, are still iosing

of costs—such agretives
health bifis-they otherwise have io bear,
One thing that seeras o unite foreign
steglmakers {4 dismay about the Bush
ariffs. It has {or exceeded the muted
response io Ronald Reagan's steel-protec-
tion measures in the early 1980s. Ons
reason is that his “voluntary restraint
agreements” were less onerous. Another
is that national economies are more inter-
connected npow, Nearly a dozen nations
have filed actions against the ULS. at the
World Trade Organization, arguing that
the Bush decision violates WTO rules.

some {hat world-wide capacily
reeds to shrink somehow,

Winimills and Legacy Costs

-Bui not all of the U.S. steel Industry’s
problems are made abroad. No mors
than about 30% of U.S. stee] consumption
last year was accounted for by imports.
Another big problem for old-line compa-
nies is the rise of 1.8, minimills, which
make steel from melted serap instead of
from scraich, Minimills such as Nucor
Corp. are far more competitive than the
industry's former gianis, not only be-
cause melting sorap s cheaper but alss
besause minimills are generally non-
union.

The beleaguered industry isn't likely

' to see much consolidation until it re-

solves the issue of “legacy costs™—the
$13 hillion promised to retirges by union
contracts in the past. Big steel compa-
nies resist aking over a weak player he-
cause doing so means absorbing 18 leg-
acy costs, to. Many executives say con-
solidation won't proceed unless tha US.
assumes some of these costs, & move Con-
gress has so far resisted.

S0 the indusiry appears doomed to
the peak-and-valley cycle that has
plagued it for decades. Prices are up now
but could ease if production continues to
increase, “What we could see is ancther
pricing deathispiral that woukt bring
more pain and suffering,” says Pater
Marcys, managing parfrer of World
Steel Dynamics, & consulting fivm.

Pre only leng-term hope, he says, is
for the industry to develop an ironclad
early-warning system. Then, when de-
mand begins to slip, mills around the
world would scale back production in unl-
son, “And the chance for that happen-
ing,” he adds, “is about nil,"
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Steel Union Seeks Changes in Pacts

Firms Under Chapter 11
Are Asked for New Terms
To Protect Jobs, Benefits

By ROBERT GUY MATTHEWS

PITTSBURGH—Worried that {ts mem-
hers will lose crucial retirement, health
and pension benefits if steel companies
-are forced to liquidate, the United Steel-
workers of America is calling on the most
troubled steelmakers io reopen labor
pacts and negotiate new terms, which it
believes will help corapanies operate more
profitably and protect workers’ jobs.

The union’s proposal, drafted follow-
ing a meeting of union officers Friday,
will be sent this week to companies oper-
ating under Chapter 11 bankruptey-court
protection, including Bethlehem  Steel
Corp., National Steel Corp, and Wheeling-
Pitishurgh Corp. While these steelmak-
ers all have agreed they need new labor
terms, the union's offer wouldn't signifi-
cantly reduce their biggest burden—leg

management staffs and the number of
corporate lawyers, while preserving
union members’ wages and benefits.
“We are tired-of waiting for manage-
ment to get its act together. We are open
to start a dialogue,™ said Leo Gerard,
president of the USWA. The union feels it
can't afford to let companies such as Beth-
lehem, National and Wheeling-Pittsburgh
simply go oul of business. Thousands of
the union’s current members and stesl-
company retirees were left joblesss and
lost benefits when LTV Corp., the fourth-

Tracking the Economy, page C15

largest steelmaker at the tfme, ceased op-
erations almost a year ago.

“We welcome the umion’s call fo
launch innovative new bargaining initia~
tives,” said Bethlehem Steel Chairman
Rebert S. Miller. However, Mr. Miller
neted that regardless of what the union
proposes, the company stiil can’t pay its
$5 biflion of retiree health and benefits
costs and continue operating.

Ailing § are anxious to e

acy costs, which include retiree health-
care and pension obligations. Instead,
the proposal calls for the companies to
relinquish more power to the workers,
saying rank-and-file employees can help
ihe companies save money, which then
can be used io pay the legacy costs. More-
over, it also calls for the companies to cut

ther dump er severely downscale the
costs of maintaining retirees’ health care
and pensions.

The union is just as adamant about
retaining those bepefits. (.S, "Steel
Corp., the country's largest steeimaker,

said it would be unwilling to take on any -

of its ailing competitors’ retiree costs,

stymieing much-needed consolidation in:
the industry. i

In its proposed bargaiming agree-|
ment, the union says it has the know-how
to get plants to operate more efficiently
by letting workers operate with less influ-
ence and encumbranees from manage- ;
ment. ?

The union also warned that it iso't!
going to “fix” these steelmakers only to
have them spld, and wants management
assurances that union members will be
part of the companies’ future.

This isn't the first time the union has
offered to step in and help steelmakers.
Nine months age, the union offered what
it caled a “comprehensive program for
an industry consolidation that would save
jobs, protect retirees and preserve steel-
making.” That proposal met with no
meeningful response from the cormpanies.

The USWA says it will take its ideas to
the Bush administration next week in
hopes of gaining seme government muscle |
to help the union persuade the steel compa-
nies to implement its plans.

Many U.S. steelmakers have suffered
losses for years because of increased for-
eign competition and the high cost of main-
taining retiree benefits. President Bush in
March imposed three-year tariffs on for-
sign-made stee! o allow the domestic in-
dustry time to consofidate and become
more efficient.
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STEEL SHAKEOUT: AN INDUSTRY UNDER ATTACK

& You're (President Bush) costing us American jobs. Americans are
getting laid off because of what you are doing. ¥7

— Don Metz of Metz Tool on the steel tariffs imposed four months ago by the Bush administration

& Heavy toll in a short time

More than 34 U.S. steel companies have gone bankrupt
since late 1997. In an effort to turn the tide, President
Bush has imposed tariffs on steel imports, but experts
question whether the industry can be saved.

To small manufac-
turers, some of
whom inherited
machine shops from
their fathers and
grandfathers, the
business represents
a job and a heritage.
Now, as dozens of
companies go
bankrupt, these
people say their
lifestyle is under
attack.

FMIXED BLESSING

Although the steel
tariffs have taken a
toll on tool-and-die
manufacturers,
other Rockford
companies say they

#® Small manufacturers struggle

Bush’s tariffs have added to the woes of small manu-
facturers in the Rockford area who already face threats
from intense foreign competition and a lackluster
economy. '

Rep. Don Manzuilo,
chairman of the U.S.
House Committee
on Small Business,
has scheduled hear-
ings on the tariffs
Tuesday. He hiopes
to persuade the
administration to
rescind the taxes.

ZHNSIDE

B Heritage Mold inc, is one
example of dozens of area
manufacturers trying to sur
vive. 1F

How a tool-anddie firm
made life better for Matthew
Metz, a victim of Duchenne's
muscular dystrophy. 1F

;Z%ﬂ rrstar.com

Find qut how the steel indus-
try has deterforated.

Track bankruptcies of U.S.
steel companies,

What are tariffs and how do
they affect manufacturers?

have seen few
adverse effects.

Holly McQueen/Rockford Register Star
Crane operator Joe Perry moves a coil of steel onto a press at Rockford Toolcraft. The steel wiil
be twrned into parts for a Dell computer product.

Link to Tuesday's live broad-
cast of hearings at the U.S.
House Committee on Small
Business.
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STEEL SHAKEQGUT: AN INDUSTRY UNDER ATTACK

& They can't stay afloat for another 17 months before the tariffs end. »9

— Rep. Don Manzulle, who will hold hearings Tuesday on how the
Bush administratinn’s steel tariffs affect small manufacturers
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Already-fragile manufacturing base damaged, threatened

By SASHA TALCOTT
Rockford Regtsier Star

At twilight, a street lamp
shines on a can of lukewarm
iced tea outside Heritage Mold
Inc., the only sign of life in the
Rockford toolmaker’s weedy
parking lot.

: Two years ago, the shop on
‘Forest View Road brimmed
with activity as men worked
60 hours a week, second shifts
and vertime. Now, with a 32-
hour'workweek and the num-
per of employees reduced al-
‘maost by half, Heritage Mold
joins dozens of Rockford-area
manufscturers trying to sur-
vive in a business climate
where the rules never again

As global competition in-
tensifies, Rockford small marn-
ufacturers are cutting costs
and reducing work schedules,
haping that the economy will
rebound.

Se far, layoffs have been
light, but manufacturers said
that’ will change if orders
remain stagnant for too long.

#The shakeout is already
going on,” said
Lioyd Falconer,
setretary-trea-
surer of Seward
Screw Products
Inc. in Seward.
“It’s really com-

will be the same. ing t0 2 head now.
For small facturers  Tre comattionds . Hovd
such as Herltage Mold, Presi- Ferce. You sither Falconer

dent Bush's tariffs on import
ed steel expose a painful con-
wradiction: Designed to bail out
America's steel mills and keep
jobs at home, the tariffs dlso
deal a harsh biow to many
sheps that rely on steel. Steel
prices have soared 20 percent
to 40 percent in the four
months since the tariffs took
effect, and Rockford manu-
facturers report shortages in
supply as well, Steel that once

grow or vou die. No one can
stand still, or a train will hit
you”

Local manufacturers also
say they are fighting to pre-
serve something far more fun-
damental than gears, machin-
ery and profits: They refuse to
give up their optimistic, utili-
tarian American g
way of life.

“The saddest
truth is, off the
backs of your

took weeks to order now takes
months -~ if urers
cangetitatall

1f the high cost of steel for-
ces businesses 1o raise prices,
manufacturers fear that their
customers will take their work
elsewhere — to companies in
China, Malaysia or Japan,
which can produce many of
the sarne products at a fraction
of the cost.

my grandfather
is how we built
this country,” said
Don Metz, presi-
dent of Metz Tool & Die in
Rockford.

“Now that economy is not
being passed down to future
generations. I'm still optimistic

about where we're going 10 go,
but the bottom line is that the
steel tariff does not help.”
Rep. Don Manzullo, R~
Fgan, will hold hearings Tues-
day on how the rariffs affect
small manufacturers.
Manzullo, chairman of the
House Carmurittee. on Small Busi-
ness, already has brought two
Rockford tool-and-die manufac-

L urers to Washington to speak 1o

Congréss and lobby the Bush
administration to rescind the tar-
iffs. The congressman has re-
ceived a thres-inch stack of let-
ters .from people nationwide

 protesting the tariffs.

He campaigned successfully
to get toof steel, used by many
Rockford shops, exempted from
the tariffs.

“Thege things have hurt the
very fragile manufacturing base
we have in Rockford,” Manzullo
said. “All of the wrong stars are

 lined up against them. These peo-

ple can’t stay afloat for another
17 months befors the tariffs end.”

Saving steel

When President Bush issued
an executive order in March to
tax foreign steel, he spoke most-
Iyof hope compassion and the
need to save American jobs.

In the past four years, more
than 30 American steel compa-
nies have declared bankruptey,
throwing meore than 45,000 peo-
ple out of work. The bankruptcy
of Northwestern Steel and Wire
Co. 18 months ago sent shock-
waves through the community
of Sterling and left more than
1,500 people jobless.

Steel companies blamed the
decline of the industry on a glut
of cheap foreign steel that flood-
ed the marketplace. The indus-
oy appsaled 1o Washington for
pmtectmn, and it received relief

in the form of wide-ranging tax-
es on steel imports.

The tariffs, which range from
8 percent to 30 percery, last for
three years - enough time, s
mills argue, for them to consol-
idate business and adapt to glob-
al competition.

But the protectionism evoked
an outcry from American steek-
using industries and foreign
countries, which contend the
tariffs violate the rules of inter-
national trade.

In Rockford and across the
country, steel users argued that
bailing out large steel mills
placed small businesses in a
stranglebold and forced therm to
absorb unfair cost increases.

“Iwish President Bush were
sitting here with you and me
right now $o he could see the
problem,” said Don Metz of
Metz Taol. He would tell Bush:
“You're costing us American
Jjobs. Americans are getting laid
off because of what you're
doing.”

Aaron Schavey, policy analyst

at the Heritage Foundation, a
conservative Washington, .C.,
think tank, estimated that for
every job saved in the steel
industry, eight will be lost in
industries that use steel.

“Users of steel have been
harnmered by it,” Schavey said.
“You're hurting far more people
than you're helping.”

But some Rockford manu-
facturers said they are willing to
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pay higher prices if it prevents
America from
becomning depen-
dent on foreign
steel,

Jerry  Busse,
president of Rock-
ford Toolcraft, said
national  defense
should take priority
over his own busi-
1ess interests. In the past four
raenths, Busse said, the dormnes-
Ttb" steel he buys has increased
from 17 cents a pound to 20

4& “Alotof these
Roekford shops are
hanging on by a thread.
1t's very slow. They're
dead i the water. 7%
- Jack Wilcox, an

angineering managar for
Heritage Mold Inc. of Rockford

cents - a figure that adds up
quickly when Rockford Tool-
craft ugses 178,000 pounds of
steel a day.

Stlt, he said steel is cheaper
than when he started the die-
and-starmping business 23 years
Ao, costing “less than you'd pay
for vecks.” The Rockford com
wany employs about 140 people

Seiry
Busse

and has made parts for Daim-
lerChrysler and Ingersoli-Raod
Co.

By eryone is looking at it in
a very selfish manner,” Busse
said. “Ir's unpatriotic, Alt of
these crybabies should pay
more for steel if iW's going 10 help
save our industry Fm all for

{mpact on workers

For workers, too, the string of
msnufacturing woes creates an
enviromment of constant urer-
tainty: They see friends and col-
leagues laid off from jobs, and
thay know they could be next,

Marcelino Fajarde, produe-
tion manager at Cherokee
Industries in Harrpsmre works
e howss a day, and soon might
seale back to aight.

He notices the difference in
his paycheck, which now is far
smaller than when he put In
back-to-back shifts of up to 20
hours a day.

Sales at the 20-employee
company sank from 33 million
0 $2 million last year, and the
epmpany reduced its work force
by one-third.

“Everyone is worried about
being laid off,” said Fyjarde, who
emigrated from Mexico in 1978,
“We just dom't have enough
work for everyone. I van see that

Christing ¥. ElbersiRocigard Register Siar
Nicholas Dominguez, a partsfinisher at Uebovich Bmmers Steel & Aluminum Co. in Reckford, cleans parts after they were
flame-cut. For such small manufacturers, President. Bush's tariffs on imported steel have deail a harsh blow. Many area shops
are cutting costs and reducing wark schedules, hoping that the: economy will rebound.

the orders are not there.”

Two months ago, A-Ameri
can Machine owner Mark Kel-
ler called his workers together
for a painful anzxouncemept:
The company’s profits had
shuraped and orders wers bare-
1y trickling in. He would lay Gﬁf
four of his 20 employees, and

Sales at A-American dipped
to $1 million this year from §1.4
million last year, Keller said.
The company’s steal costs have
Jjumped 20 pereent since Bush
imposed the tariffs. After man-
ufacturing orders sagged more
than 70 percent, Keller said A-
American will shift its focus

trim the workweek 1o 32 houys  Other enferprises, o
unti] things got going again. "The company how maintaing
Kelier,a wiorward man printing presses. It

who fondly refersto
employer:s as “my
guys,” said the deci-
sion was painful but
RECESSary.

“It was  very
emotienal,” he said,
“It affected each
and every one of us.
Ithurts.”

For those who vemain, the re-
duced workweek means some
small sacrifices, but cmployees
stll worry they could be next in
the unemployment line,

Shawn Van Barriger, a mill
operator at A-American, said
smualler paychecks mean he will
give up his hobby of carving
poker tables out of wood, cut
back on eating out and climinate
vagations in Wisconsin,

Machinist Warren Weerda
said he likely will notbe ableto
attend another NASCAR race
until business picks up again.

Mark
Keller

also bought a line of hand tools
and a food-packaging machine.

Instead of manmfacturing
parts toorder, A-American will
specialize in repairing and
replacing parts for customers.

" We'll survive,” Keller said.
“We're just vo‘mg o have o
adapt. We'll play by different
rules and make money whera
i’s available. If it means we'll
have to change fields or re-
structure, we'll do it.”

As sales of foreign steel
slowed in response to higher
prices, local soxall manufactur-
ers report that American steel
has become more difficult to
obtain.

Randy Gay of Action Tool
saiif it takes up to two months to
order steel. Bafore March, it
took five weeks. Al the same
dme, ke said, the price he pays
for that stee! increased between
40 percent and 50 percent.
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lariffs strangle, threaten area
g manufacturers

Photos by Eddy Montville/Rockford Register Star
Machinist Warren Weerda does milling work at A-American Machine and Assemibly in Rockford. Two morths ago, A-American owner
Mark Keiler 1aid off four of 20 employees and trimmed the workweek to 32 hours because of siumping orders and profits.



When a customer recently
placed an ordex; Action Tool had
to scour local steel distributors
to meet it. Gay said the compa-
ay ended up buying part of the

- steel from one distributor and
part from another — and that
Action Tool was lucky to get the
steel at all.

*“This could put us right out
of the ball game,” Gay said. “It

could snowball into something

the president never expected.”

Steef artists

Though struggting, the tool-
and-die industry still employs
some of the region’s rost highy
Iy skdilled and highest-paid blue-
collar werkers.

Most tool-and-die makers
undergo years of education and
training, including formal ap-~
prenticeship programs with
manufacturers. The U.S. Bureau
of Labor Statistics estimates that
Rockford tool-and-die workers
earn nearly $21 an hour, which
does not include overtime pay
that workers reaped when the
£conomy was strong.

The Rock River Valley is
home 1o about 70 tool-and-die
shops and hundreds of other
companies that use steel. Be-
yond making parts, many in the-

fool-and-die industry view themn:~

selves as creators and innova-
tors as much as manufacturers.

In: the office of his Rockford
shop, Don Metz has covered a
countertop with AstroTurf On it
he placed miniature statues of
farnous American haseball play-
ers made by Metz Tool for
Major League Baseball more
than a decade ago.

He said Metz Tool fashioned
its identity around pioneering
new products, hoping to ward
off foreign competition. The 30-
person company designs spe-
cialty molds, faucet heads and
other custom metal parts.

“We are artists who sculpt in
steel,” Metz told the U.S. House
Committee on Small Business
when he testified in April.

“Everything that is mass-pro-
duced, from the plastic rattie
you shake as a baby to the hard-
ware that decorates your casket
when you are laid to rest, comes
from our industry.”

‘Taday, many in the industry
link tool-and-die manufacturing
with down-home American val-
ues in the face of a market im~
possibly stacked against them.

In Seward, a tiny town of 300
people i western Wi
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Machinist Shawn Van Barriger works at A-American Machine and

i

Assembly in Rockford. Sales dipped

R

to $1 million this year from $:1.4 million last year. Meanwhile, the company's steel costs have
jumped 20 percent since President Bush imposed the tariffs. The company maintains newspaper
printing presses, inciuding those owned by the Rockford Register Star and the Chicago SunvTimes.

packing plant and & sovbean
field, 2 mile or so down the road
from a barn painted with an
American flag.

Seward Screw is by far the
town's largest employer, draw-
ing 125 workers from all over
the region.

Business remains strong —
thanks, in part, to Seward
Screw's largest customer, Har-
ley-Davidson.

4% Everything thatis
mass-produced, from
the plastic rattle you
shake as a baby to the
hardware that decorates
your casket when you arg
laid to rest, comes from

our industry. ¥

— Jookand-die waker
Don Metz to the U.S. House
Committee on Small Business

parts for Harley’s Milwaukee
plant.

Still, Seward Screw’s Falcon-
er said planning for orders has
become far more difficult since
Bush imposed the tariffs. It now
takes up to five mouths to order
steel, where it once took six
weeks v

County, the post office shares
space with the general store,
across the street from a kindef-
garten classroom. Seward
Screw is next door to a meat-

The alsa makes
gear blanks and electrical fit-
fings, but not screws.

“We're a can-do, nuts-and-
Dbolts kind of town,” Falconer

said. “That’s just who we are.
The heart and soul of the Rock-
ford area is the beart and soul of
America. We have a lot of com-
mon sense and a real lot of prac-
tical knowledge of how to get
things done.”

Threats from abroad .

Although Bush’s steel tariffs
have pumimeled local manufac-
turers, the tariffs are just one in
a series of problems they face.

Intense competition from for-
eign companies and high labor
costs put pressure on local
shops, and manufacturers saw
orders slurmp when the dot-com
bubble burst two years ago.

Many Rockford shops tell the
same tale: Once-loyal customers
are flocking to Chingse manu-
facturers, which are freed from
the demands of unions or envi-
ropmental cORLCois.

Customers often force small
manufacturers fo make the
painful decision 1o either accept
impossibly low prices or forfeit
the job altogether.

“We're expected to compete
against countries whexre work-
ers earn $20 a week and live in
cardboard boxes,” said A-Amer-
ican’s Keller “We're not going to
compete. I'm not going to ask
my guys to live in a cardboard
box.”

At Heritage Moid, foreman
Tim Rarkdoll said that every
day he sees the empty benches
of five men whe no longer work
in the shop.

Buckling under the compa-
ny’s reduced work schedule, two

men left for other jobs. One died,
and two were laid off near
Christmas. None was replaced.

“Morale has been bad,” said
Todd Friberg, & tool maker who
has worked at Heritage Mold for
seven years. “It’s just depress-
ing. The shop is quiet. The
machines arer’'t running, We're
just scraping by."

Heritage relies mostly on tool
steel, which is exernpt from the
steel tariffs. The exemption
heiped, owner Bennett Franzen
said, but not nearly as much as
if Heritage could match the low
prices of its global competitors.

In the past two years, sales
have shriveled to $700,000 from
$2 million, a “devastating” de-
cline that Franzen blames on

global competition, a sagging

economy and Sept. 11 attacks.
Franzen, who scaled back to
a 32-hour workweek, said he

sees small signs that orders are

picking up.

But foreman Barkdoll said
that the slight increase has yet
to register in the shop. With the
reduced schedule, he said, be no
longer can afford o buy a used
car for bis 16-year-old daughter

“This is the first time I've not
been able to say; ‘Hay, it's going

to get better; ” Barkdoll said. "It *

hasn’t happened. We're still
dewn.”

For now, most Rockford tool
and die manufacturers are play-
ing a waitng game.

“’ lot of these Kockford

shops are hanging on Dy a
thread,” said Jack Wilcox, an
engineering manager for Her-
itage Mold. “It’s very slow
Thev're dead in the watar”
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Bush administration’s tariffs a compromise

Steel tariffs imposed by Pres-
ident Bush four months ago cov-
er a wide range of
materials and cour
tries.

Critics have ac-
cused Bush of put-
ting the tariffs in
place to win votes

in steel-producing’ pregident
states such as Penn- Bush
sylvania; but in

marny ways, the tariffs represent
a compromise.

For example, the administra-
tion exempted from the taxes a
variety of the metal called tool
steel, which about one-third of
Rockford small manufacturers
use.

The steel industry had lob-

Local steel shops

feel the strain

They're some of the highest-
paid and most skilled blue-collar
workers in America, S¢ why are’
focal manufacturers fighting for
their lives?

R Foreign competition: Many
companies in developing countries
pay workers less and are not sub-
ject 1o environmental regulations.
They can make cheaper products
and undercut U.S. manufacturers.

Recession: Manufacturers are
one of the best barometers of eco-
nomic health. They generally are the
first to experience slowing orders
and also the first to see the econc-
my pick up. Some say they see no
end to the economic slump.

M Steel tariffs: in March, Pres-
ident Bush imposed taxes of 8 per-
cent to 30 percent on imported
steel. Shielded from foreign com-
petition, domestic steel companies
raised their prices as wet. Overall,
the price of steel has increased 20
percent to 40 percent since the tar-
iffs were imposed, according to the
Heritage Foundation in Washington.

M Strong U.S. doflar: Weak for-
eign currencies and a strong U.S.
doliar make it easier for U.S. com-
panies to import products but more:
difficult for manufacturers to selt
their products abroad.

bied the government to impose
40 percent tariffs and to assume
responsibility for the health and
pension funds of thousands of
aging steelworkers nationwide.
Those legacy costs total about
$12 billion, steel companies esti-
mate.

The administration refused
to do that, saying it would seta
bad precedent for other indus-
tries.

Robert Crandall, senior fel-
low of economic studies at the
Brookings Institution, said no
amount of tariffs or bailouts
could save large old-line steel
mills.

Worrying about their demise

is“like worrying about the dis- .

appearance of the manual type-

writer industry,” he said.

While old-line steel mills
stagger, a new type of American
mill is taking market share away
from the industry leaders.
Called “mini-mills,” these lean-
er competitors make steel from
scrap metal and have signifi-
cantly lower labor costs.

Steel-tariff opponents argue
that mini-mills are the real
threat to the old-line facilities
and that government should let
market forces wipe out ineffi-
cient steel companies.

“It makes (Bush) look like a
fool in the eyes of the world,”
said Crandall, who has studied

+the issue on behalf of steel-using
“companies. “It has subjected

him té such enormous ridicule.

Steel companies blame imports
for job losses, but critics doubtful

Steel companies and unions say a surge of unfairly priced imports is killing
U.S. steel mill jobs. But imports fell in recent years and the American industry
simply cannot compete with madern, cuttingedge plants in Europe, Asia and

South America, critics say.

U.S. steel blast fumnace, pipe and
tube industry jobs
{in thousands)

0
1962 72 '82 ‘a2
~Rremilinary figure.

Top foreign steel suppliers in 2001

Brazil

Canada

10 biggest steel makers
in bankruptey LTV Com.

Eethiehem Steel

GS Industries Inc.
Acme Metals?

Northwestern Steel and Wire® T 3,600
Laclede Steel Co.* [l 1,475

South Korea

Number of workers affected

U.S, steel Imports
(In mmillions of metric tons)

Japan

Germany

Russia

1 Closed August 2000
2 Closed October 2001
3 Glosed May 2001

4 Undergoing fiquidation

Gannett News Service

Really, it'd be much cheaper to
pay off all the people in the steel
industry who have lost their jobs
and ship them all off to Florida.”

In Rockford, many smail
manufacturers said they likely
would support bailing out old-
line steel mills if the tariffs were
guaranteed to work.

But Lloyd Falconer, secre-
tary-treasurer of Seward Screw
Products Inc. in Seward, said
America’s steel mills might be a
Iost cause.

“They're operafmg in the
19th century,” he said.

“They never made it to the
20th. They're going to walk to
their own drummer and the cus-
tomer be damned.”

— Sasha Talcott

ﬁstar.com

View pictures of Rockford's steel
industry.

By the tum of the century, A+
drew Camegie was the world's
richest man, and he made much
of his money through steet. Find
out how the steel industry has
deteriorated.

Track the banlauptcies of Amer-
ican steel compariies by region.
What are the steel tariffs and
how do they affect Rockford man-
ufecturers?

Leam quick facts about the steel
crisis.

Fndt out which stee! products are
affected by the tariffs.

Read a Rockford manufacturer's
testimony in Congress.- .
Linkto T 's live broadcast
of U.S. House Committee” on
Smali Business hearings.
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Some shops not hurt
by steel tariffs — yet

By SASHA TALCOTT
Rockford Register Star

As rising steel costs make it
tough for many small Rockford
manufacturers to stay afloat, oth-
er companies say tariffs that have
forced steel prices upward have
had mixed effects.

Liebovich Bros. Inc. is the
largest local player in Rockford's
steel industry, shipping 700 tons of
steel daily. When President Bush
announced the tariffs four months
ago, the value of the company’s
inventory of 26,000 tons of steel
increased immediately.

Although pmﬁts ave down and
the company is not hiring, Liebo-
vich recently expanded its Rock-
ford distribution plant to anticipate
an economic upswing.

At Liebovich’s 500,000-square-~
foot distribution center on a mug-
gy June afternoon, workers wear-
ing blue hard hats with U.S. flag
decals maneuvered overhead

. cranes to hoist bars of steel, cut
them to order and sort them by an
intricate color-coding system.

The company buys steel from
mills and cuts it'to the specifica-
tions of heavy-metal users, saving
their customiers the cost and has-
ste of cumng metal themselves.

Lany h, executive vice
president, said that the company
has had trouble maintaining a
steady supply as steel mills have
failed. So, he said, the tariffs will
bring much-needed stability to the
industry.

“Our prices were way too low;”
Liebovich said. “I knew the prob-
lems were ing a long time ago.
Tt was just a matter of which reces-
sion was going to get them.”

Although the value of Lie-
bovich’s inventory increased, he
worries that the tariffs will not be
enough to bail out besieged steel
mills.

Conversely, he said, he’s con-
cerned that his customers may be
squeezed out of business by over-
seas competition if the price of
steel rises too high.

To anticipate these scenarios,
Liebovich will sell its inventory as
quickly as possible. It also is
prepaxmg to pick up the slack from

any competitors who go bankrupt.

Liebovich recently expanded
its operation by 125,000 square

feet, linking its train tracks with its
storage center.

In the midst of that expansion,
however, a red sign in Liebovich’s
entryway cautions visitors, “Em-

&4 1t's very vulnerable, ‘
but we don’t lose money.
‘We don't print red ink
around here. ¥¥

— Larry Liebovich
about how his company has
been affected by stee tariffs

ployee applications not being tak-
en at this time.”

Although the company’s for-
tunes generally paratlel the ups
and downs of the-steel mills,
Liebovich said, it has managed to
stay above water even as other
mills have gone under.

“It’s very vu.lnerable but we
don’t lose money,” he said. “We
don’t print red ink around here.”

A-1 Wire, which makes stain-
less steet and nickel alloy wire, is
another Rockford company that
has experienced few negative
effects from the steel tariffs.

In the past four months, A-1
Wire saw overall cost of stainless
steel jump by about $1 million, but
the company passed much of that
price increase on to customers,
said controller Tony Coldagelli.

The 75-person company uses
about 10 million pounds of steel a
year, much of it imported.

After Bush imposed the steel
tariffs, A-1 stopped importing steel
from Korea and Taiwan but still
buys steel from India, which is not
covered by the tariffs.

8till, Coldagelli expects the tax-
es totake a toll in the longrun.

Like Liebavich, Coldagetli said
he fears A-1 could suffer if manu-
facturers and tool-and-die makers
that buy A-1 Wire's products strug-

“It's a wash for us,” he said.
“Business is better this year, but
our customers will have more
trouble competing in the future.”

Elbers/Rockford Register Star
Tom Ditzler, a crane material handler at Liebovich Bros. Inc. in
Rockford, unhooks the crane from a large piece of steel while
preparing it for transport. Liebovich is the largest local player in
Rockford's steel industry, shipping 700 tons of steel daily.




122

Rockford tool and die shop supported
family, disabled son in living full lives

By SASHA TALCOTT
Rockford Register Star

At age 16, Matthew Metz’s
heart stopped beating.

Years sarlier, he lost his
ability to reach up and give his
mother a hug or to jump off
the couch and grab a Coke
from the fridge. ’

He could not getin and out
of bed on his own. Unruly
shoelaces eluded his faltering
fingers. He would never catch
a foul ball at the White Sox
games he loved to attend.

Diagnosed with Du-
chenne’s muscular dystrophy
at 5, using a wheelchair by 8,
dead by 16, Matthew Metz
lived a lite'few would envy.

“We had one daughter who
was, a Division I basketball
player and another child, just
as big of a sports fan, who was
in a wheelchair,” said Matt’s
father, Don Metz, who is pres-
ident of Metz Tool & Die in
Rockford. “Matt never got to
go from first to third on a base
hit or shoot a jump shot. Those
things were taken from him.”

But for 16 years, the Metz
family tool-and-die business
helped make it just a little eas-
ier for Matt to deal with his
day-to-day struggles.

When Matt’s shoulders
cramped his child-sized wheel-
chair, his grandfather fash-
ioned a “big man” chair to
hold him more comfortably.

On trips to Disneyland,
White Sox games or weekend
basketball tournaments, the
family drove a van outfitted
with a special seat and a
wheelchair lift. Their home
had an elevator so Matt could
venture outside by himself.

“I'd never wish muscular
dystrophy on anyone, but it
changes you, it teaches you, it
humbles you in a way you
never imagined,” Metz said.
“You begin to appreciate the
business. You appreciate man-
ufacturing. I'm proud of the
things we build here.”

In April, Metz told the sto-

Photo courtesy of Don Metz

Matthew Metz visited Duke University as a 12yearold. His |
wheelchair was designed by grandfather Jim Metz of Metz Tool |
& Die in' Rockford. It included safety features and extra room.

ry of his son to the U.S. House
Comunittee on Small Business
while ‘testifying about the
struggles of Rockford’s small
manufacturers. He said his
use of the-tool-and-die busi-
ness to help Matt demon-
strates the need to protect
small manufacturers and pre-
serve an American way of life.

Metz told Congress that
when he agonized over how to
make Matt’s bed more com-
fortable, his son turned to him
and said, “Don’t worry about
it, Dad. Grandpa (Jim Metz)
is a mold maker. They can
make anything.”

The family went on long
road trips to watch Matt’s sis-
ter play in basketball tourna-
ments. They wheeled a folding
hospital bed with them to keep
Matt comfortable in hotels.

“We went all over the Mid-
west, and we'd take the bed
with us,” said Matt’s sister,
Jennifer, who is pursuing a
doctoral degree in sports psy-
chology at the University of
Tlinois. “After you've gone into
the Chicago Hyatt with a hos-
pital bed, you learn not to get
embarrassed easily.”

Although Matt died eight
years ago, Jennifer and her
father said it forever changed
the way they view the family
business.

“It made all of our lives
easier,” Jennifer said.

“There was a definite faith
in ‘you could take it to the shop
and dad or grandpa could fig-
ure it out.” If my dad or grand-
pa couldn’t figure it out, we
always knew someone who
could.”
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PETE DU PONT

Paying a price for stee

teel prices have risen by

30 percent to S0 percent

since President Bush an-

noungced the imposition of

special tariffs on steel im-

ports in March. Steel con-
sumers — firms that process steel
for specific applications and manu-
facturers who use steel to make
machines, equipment and con-
sumer products ~ report supply
shortages, lost contracts and pro-
duction cutbacks.

Mr. Bush was relentlessly lob-
hied by domestic steelmakers and
the United Steelworkers of Amer-
ica te impose the tariffs — which
range from 8 percent to 30 percent
on various forms of steel — in
order to shield dormestic industry
from foreign competition and save
American jobs.

But as demonstrated in an aptly
named heariag before the House
Small Business Committee on the
“Unintended Conseguences of In-
creased Steel Tariffs on Ameri-
cap Manufactarers” the tariffs
ar¢ making US. manufacturers
less competitive in world markets
and threaten the loss of manufac-
turing jobs — including those of
members of the United Steel-
workers of America.

While employment In the steel
mills has been shrinking for
decades, between 1995 and 2001
steel-consuming employers added
1.2 million jobs. Workers in steel-
consuming indusiries outnumber
workeys employed in the steel in-
dustry by more than 5§ te L.

Among those testifying was
Lester Trilla of Trilla Steel Drum of
Chicago, 11, a family-owned busi-
ness that employs 70 people and
manufactures 55 gallon steel
drome used © transport hazardous
materials. Mr, Trilla can’t find im-
ported steel of the necessary qual-
ity, and the domestic stegl it must
oy has increased by more than 54
percent since the imposition of the
steel tariffs. That equates to around
a 20 percent increase in the costof
a drum.

Another £

Finally, Merle Emery, of GR.
Spring & Stamping, reported that
the company lost a longstanding

S

April 12, and extended the periodfor

processing the applications until

Aug 31 By the end of July, the trade
ice b tarif

contract 1o a Canadian

that
now pays steel prices 30 percent
lower than US. stee] users pay.
Economist Lagra Baughman,
who has studied the steel industry
for 20 years, testified that 8 times as
many jobs will be lost in steel-con-
suming businesses as may be saved
among steel producers. She pre-
dicts job losses in the middle range
of projections in a study she coau-
thored with i h Fran-

ity
that testified, A. Rose, makes after-
market auto parts and employs 250
members of the steel workers’ union.
Robert Herrman, a machine tech-
nician at Rose, asked the committee:
“So why do the steel mills deserve
to stay In business more than AJ,
Hose? And why are jobs at steel mills
more important than the 250 jobs of
the union associates who work at
A.J. Rose?”

Cold Metal Products of Swickley,
Pa., employs more than 400 work-

cois for the Consuming Industries
‘Trade Action Coalition, a group of
steel consumers.

Miss Baughman and Mr. Francois
estirnated that 5,000 109,008 steel in-
dustry jobs mxght be saved by the
tariffs, but cost around 36,008 to
74,000 other jobs — including 15,000
o 36,800 jobs in manufacturing.
They estimate tha loss of

ermg 261 steel-product categox‘ies
aceounting for about § percentdl e
ported steel products, and just
800 exclusion requesis were waiting!
Other countries were also quick'to
react, and the European Union,
wbzch threatens retaliatory
on such U.S, imports as Florida or-
ange juice, textiles, frozen vegeta-®
bles and paper products, is negatl;
ating exemptions for steel especially
important to EU countvies. !
Intended or not, the conse}
quences of the steel taritfs will be
borne by workers, retirees, in:
vestors and consumers. The cost
wor't be as high as the notorigus
Smoot-Hawley Tariff Act that:
helped spark a S0 percent plunge |
in US. trade in 1930, but they set a H
for other i

each job saved in the steel indnstry
at more than $400,000.

Aithough economists predicted
from the tar-

ers and strip steel
used for precision autometive parts
and other geods, Its production
workers are members of the United
Stestworkers. The price of the steel
it processes has risen 30 percent,
suppliers are rationing steel and
deliveries run late haif the time.
According to John Grove, head of
procurement, ane of its langstand~
ing customers, Stanley Tool, is now
purchasing lower-cost products
from England and plans to buy ad-
ditional products from China.

iffs, they were surprised at how
quickly markets reacted. In a fow
weeks, for example, hot-rolled steel
prices rose to about $300 a ton, com-
pared to $210 late last year, and
prices for some other types of steel
have risen by 50 percent from a
year ago,

Steel users also reacted quickly,
seeking relief from the tariffs. The
Office of the US. Trade Representa-
tive was swamped by more than
1,000 requests for exemptions by

dustries clamoring for protectis

Finally, the tariffs uadermine
President Buisl's arguments for in-
creased global trade, with Emitson
subsidies and tariffs worldwide.
Howsver, we can hops other cefn
tries will learn an unintended lesson
from the steel tariff debacie: that
profectionism is the econontc

equivatent of shooting yourseif m
the foot.

Pete du Pont, former governor
of Delaware, is the policy chajr:
man of the National Center for
Policy Analysis,
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October 4, 2002

The Honorable Donald Manzullo
House Small Business Committee
2361 Rayburn House Office Building
Washington, DC 20515

Dear Congressman Manzullo:

In response to the issue of fraudulent and misleading domestic mill objections, raised
by yourself at the House Small Business Committee Hearing on September 25, Commerce Under
Secretary Grant D. Aldonas invited product exclusion requestors to bring any such evidence to his
attention, and further assured the Chairman that the companies whose exclusions were denied based
on unsubstantiated objections should not have to wait until March 2003 for reconsideration.

During a meeting on June 27, I discussed the possible approval of Nesco’s exclusion
request, designated X-214, with Mr. Aldonas. He suggested that Nesco should first request quotes
(RFQ) for the steel it needs, per Nesco’s specification requirements, from the two steel companies
that objected to Nesco’s exclusion request. In a letter dated July 22, I informed Mr. Aldonas that
U.S. Steel offered to provide only 300 tons per month of steel that was allegedly “functionally
equivalent” to Nesco’s specifications (20% of the steel Nesco requires) effective for October
shipment. Up to that time, Bethlehem Steel failed to respond to Nesco’s RFQ. This positioned
Nesco to run out of steel by mid-October, and out of business.

Nesco received its first response to its RFQ from Bethlehem Steel on August 13, in
which Bethlehem offered to provide 1,000 tons per month (66% of Nesco’s requirements) with
availability beginning November I. Nesco contacted Bethlehem on August 14 and asked for
confirmation that Bethlehem could provide steel meeting Nesco’s specification requirements. A
phone conversation on August 23 revealed Bethlehem’s uncertainty regarding its ability to meet
Nesco’s product specification requirements. Nesco was told that its product specifications were
being considered by the mill to determine if Bethlehem would be able to meet Nesco’s requirements.
Nesco notified Bethlehem on September 13 that it had not heard from Bethlehem yet regarding
whether it could provide Nesco with the steel it needs. Finally, on September 19, Bethlehem
confirmed to Nesco that its mill is unable to meet Nesco’s product specifications.

In its objection to Nesco’s exclusion request for “cold-rolled, extra-clean,
lamination/pin-hole free steel,” Bethlehem stated that it currently produces the “exact product to the
exact specifications as described in exclusion requestor’s questionnaire” and currently has the
“capability to produce this exact product to the exact specifications as described in exclusion
requestor’s questionnaire.” Bethlehem also stated it would take “0 months” to begin supplying
commercial quantities of this product because “this product is currently produced and supplied.”
Additionally, Bethlehem stated that it currently retains inventory of this exact product, and answered
“none” to the question; “what factors limit the amount of this product you could supply to potential
customers.”

2391 Cassens Drive Fenton, Missouri 63026-2502 (800) 966-3786 (636) 343-7300 (636) 326-2891 FAX
www.nescocontainer.com
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The accompanying attachments will attest to the following:
1) Bethlehem’s delayed response to Nesco’s RFQ effectively prevented it from being used as
evidence before the August 31¥ deadline for granting exclusions.
2} Bethlehem now confinms it does not currently produce the exact product, as represented in its
objection, and furthermore, it is unable to produce the exact product as specified in Nesco's
product exclusion request.
Bethlehem now confirms that it is unable to supply any steel to Nesco in “0 months,” as
represented in its objection, but rather has a lead-time of four months.
Bethiehem will not guarantee its product to be free of pinholes and laminations. The mill
will work to Nesco’s Rockwell hardness range, but will not guarantee other items, even those
outside of Nesco’s specification range, for such critical variables as chemistry requirements,
yield strength, tensile strength, elongation minimum, and standard thickness tolerance. In
addition to adverse repercussions on Nesco’s production efficiency and yield, using cold-
rolled steel with the above characteristics would disqualify Nesco from meeting some of its
customer minimum standard requirements.
Nesco requires an electrolytic cleaning system due to customer cleanliness requirements.
Bethlehem does not have this system and failed to address whether they can meet Nesco’s
cleanliness standard with the system they use.

~

3

Pl

4

—

5

D

The preceding information and accompanying documentation confirms that
Bethlehem Steel submitted inaccurate and misleading information to the Commerce Department,
which was used in the Department’s consideration and ultimate denial of Nesco’s product exclusion
request.

Congressman Manzullo, T urgently need your help! Neither US Steel nor Bethiechem
Steel are able to supply Nesco with the requested steel it needs, which both mills objected to, and
Bethlehem Steel now admits it cannot meet Nesco’s product specification requirements.
Reconsideration and approval of Nesco’s exclusion request in the very near future is paramount to
Nesco’s future success,

1 respectfully request your support by writing a letter to the Commerce Department
and asking Under 8ecretary Aldonas to reconsider and approve Nesco’s request for exclusion,
designated X-214, because of the untimely, inaccurate and misleading information contained in the
objections filed by domestic mills.

The 65 employees of Nesco and I thank you for your support and immediate attention
to this decisive matter.

Dale M. Cann
President

Attachments
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October 4, 2002

The Honorable Grant Aldonas

Under Secretary for International Trade
U.S. Department of Commerce

1401 Constitution Ave. NW, Rm. 3850
Washington, D.C. 20230

Dear Mr. Under Secretary:

This is in response to your invitation at the September 25" hearing before the
Committee on Small Business to companies whose product exclusion requests were denied on
the basis of potentially misleading objections by the domestic industry.

1 was very grateful to leam that your office will review tariff-exclusion requests
denied as the result of misleading information supplied by domestic steel producers. Nesco’s
experience with the product exclusion process has been the same situation Chairman Manzullo
described to you at the hearing — domestic mills objected to Nesco’s product exclusion request
(X-214 for “cold-rolled, extra-clean, lamination/pin-hole free steel”), claiming that they produce
and could supply the requested material within the time frame and quantity required. When
Nesco contacted them about potential orders, they made clear that the quantity and type of steel
that they would supply could not meet Nesco’s requirements, in stark contradiction to their
representations to the government. In the end, after over eight months of extensive work on our
product exclusion request, testimony before the Trade Policy Steering Committee, and numerous
visits to Washington D.C. to visit with Department officials and Members of Congress, Nesco
received a devastating decision on its product exclusion request.

U.S. Steel and Bethlehem Steel filed objections to Nesco’s product exclusion request:
Bethlehem Steel claimed to produce the exact product described in exclusion request X-214 and
U.S. Steel claimed to produce a “functionally interchangeable equivalent” to the product
described in exclusion request X-214. Both companies claimed to produce these materials in
“commercially available quantities.” Their claims, however, are not true. This was apparent to
Nesco based on its past experiences with these companies and has become even more clear now
that they have finally responded to Nesco’s requests for quotes. Neither company has agreed to
supply a product conforming to Nesco’s specifications.

When I met with you on June 27, 2002 as a part of a meeting with Lewis Leibowitz and
the Consuming Industries Trade Action Coalition (CITAC), you suggested that Nesco request
quotes from the two steel companies that objected to Exclusion Request X-214. Nesco sent
quote requests on July 1, 2002 to both U.S. Steel and Bethlehem Sieel, asking for current pricing
and status of availability for product tonnages and delivery dates for cold-rolled steel meeting

2391 Cassens Drive Fenton, Missouri 63026-2502 (800) 966-3786 (636) 343.7300 {636) 326-2891 FAX
www.nescocontainer.com
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The Honorable Grant Aldenas
October 2002
Page 2

Nesco’s specification requirements (Please see Attachment 1: Request For Quote sent to U.S.
Stee!l and Bethlehem Steel).

First, U.S. Steel concedes that it does not make the requested product. Although it claims
that its product is functionally equivalent, Nesco’s past experience with U.S. Steel demonstrates
that this is not the case. Furthermore, U.S. Steel offered to provide up to only 20% of the steel
Nesco requires to stay in business. Specifically, U.S. Steel stated that it could only supply 300
tons of cold-rolled steel per month, well under the 1500 tons required by Nesco. (Please see
Attachment 2: E-mail response from U.S. Steel).

Second, when it finally responded to Nesco’s request for bid on September 19,
Bethlehem imposed so many qualifications on its ability to produce the product that it is clear
that Bethlehem does not produce a product meeting Nesco’s required specifications, as it
represented in its objection. Specifically:

1) Bethlehem now confirms that it is unable to supply any steel to Nesco in “0 months,” as
represented in its objection, but rather has a lead-time of four months.

2) Bethlehem will not guarantee its product to be free of pinholes and laminations. The mill
will work to Nesco’s Rockwell hardness range, but will not guarantee other items, even
those outside of Nesco’s specification range, for such critical variables as chemistry
requirements, yield strength, tensile strength, elongation minimum, and standard
thickness tolerance. In addition to adverse repercussions on Nesco's production
efficiency and yield, using cold-rolled steel with the above characteristics would
disqualify Nesco from meeting some of its customer minimum standard requirements.

3) Nesco requires an electrolytic cleaning system due to customer cleanliness requirements.
Bethlehem does not have this system and failed to address whether they can meet
Nesco’s cleanliness standard with the system they use.

(Please see Attachment 3: E-mail from Bethlehem Steel (Sep. 19, 2002) (emphasis added))
Bethlehem has effectively gutted Nesco’s request — the product that Bethlehem has offered to
Nesco in no way resembles the “exact product as described” in Exclusion Request X-214 (Please
see Attachment 4: Analysis of Bethlehem Steel’s Exceptions), and is unacceptable by Nesco to
produce its steet drums.

Third, Bethlehem Steel did not fully respond to Nesco’s request for bid until
September 19, 2002. (Please see Attachment 3: Sumunary of Communications between
Bethlehem Steel and Nesco, 2002) Because of this delay, the Department did not have an
opportunity to take Bethlehem’s response into consideration.

In summary, Exclusion Request X-214 should be granted, as the requested
product is not produced by the objecting mills, the product is fundamental to Nesco’s efficient
production of steel drums, and there is no substitute product for Nesco’s specialized application
of manufacturing new steel drums. Nesco has always and continues to pay a premium for its
imported steel. Nesco has made this decision to use imported product in order to avoid the
substantial increases in processing costs, breakdowns in machines and excessive scrap and
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The Honorable Grant Aldonas
October 2002
Page 3

significant added production costs that it experienced with domestic steel. Most significantly,
granting this request will not undermine the purpose of the safeguards remedy, 35 Nesco's
imports do not displace any sales that would otherwise be made by domestic mills — it is clear
now that the domestic mills that objected have no basis for objecting.

Thank you again for your consideration of Nesco’s request. It is essential for
Nesco’s continued success. If you have any questions, please let me know.

Dale M. Cann
President

cc: Senator Kit Bond, Member of Congress
Senator Jean Camahan, Member of Congress
Congressman Donald Manzullo, Member of Congress
Congressman Todd Akin, Member of Congress
Lewis Leibowitz, Esq., Hogan & Hartson LLP
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. Attachment 1
July I, 2002

M. James D. Wolf

Sales Representative
Rethlehem Steel Corporation
11820 Tesson Ferry Road
Suite 204

St. Louis, MO 63128

Telephone: (314} 842-0329
Fax: (314) 842-2940

Dear Mr. Wolf,

1 respectfully request your company to provide Nesco with current pricing information for “cold-rolled
extra clean, lamination/pin-hole-free steel.” If possible, we would like the quote to reflect both FOB and
delivered pricing. Also, please supply us with the status of availabilify for product tonnages and delivery
dates as well.

Because Nesco has not purchased steel from your company within the Jast 18-24 months, { would like to
wire transfer funds to you for material we may purchase from your company. We will be purchasing steel
on a weekly basis. This should expedite the process of getting us back into your system,

The accompanying attachment contains the specifications for the steel Nesco requires. After reviewing
our specification reguirements, please advise us of any condition that your company may be unable ‘o
meet.  This will allow us to evaluate whether changes can be made to our present specification
requirements in qualifying your product for Nesco use. ’

Because of our qualification process and given our near-term requirements for steel deliveries, a response
by July 8, 2002, would be greatly appreciated.

With beshregards,

P B
Dale M. Cann
President

Fax: (636) 326-3619%

PP

1 Neseo S

23931 Cassens Drive  Fenion, Missouri 63025

02 (800} 966-3786 {636) 343-7200 {6363 326-2891 FAX

www macesenntalner cam
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July 1, 2002

Mr. Jeff J. Bush
Manager-National Accounts
U.S. Steel Group

600 Grant Street
Pittsburgh, PA 15219-2749

Telephone: (412) 433-2090
Fax: (412) 433-4273

Dear Mr. Bu§h,

1 respectfully request your company to provide Nesco with current pricing information for “cold-rolled
extra clean, lamination/pin-hole-free stecl.” If possible, we would like the quote to reflect both FOB and
deliverad pricing. Also, please supply us with the status of availability for product tonnages and delivery
dates as weil. ’

Because Nesco has not purchased steel from your company within the last 18-24 months, I would like to
wire transfer funds to you for material we may purchase from your company. We will be purchasing steel
on a weekly basis. This should expedite the process of getting us back into your system.

The accompanying attachment contains the specifications for the steel Nesco requires. After reviewing
our specification requirements, please advise us of any condition that your company may be unable to
meet. This will allow us to evaluate whether changes can be made to our present specification
requirements in qualifying your product for Nesco use.

Because of our qualification process and given our near-term requirements for steel deliveries, a response
by July 8, 2002, would be greatly appreciated.

gards,

Dale M. Cann
President
Fax: {636) 326-3619

Attachment: Nesce Specifications

2391 Cassens Drive Fenton, Missouri 63024-2302 (800) 966-3786 (636) 343.7300 (636Y 326-2891 FAX
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NESCO CONTAINER CORPORATION - FENTON PLANT

MATERIAL SPECIFICATIONS 7/23/96 MS
01

SUBJECT: Cold Rolled High Carbon Steel ||  1of4 || 521/02 |

1.0 SCOPE: This specification covers cold rolled extra clean,
lamination / pin-hole free carbon steel (Class 1 material) in coil,
cut sheets or blank forms that is used in the production of steel
containers. '

2.0 Applicable Documents:

A) ASTM Standard A 568 - General requirements for Carbon
steel. '

B) ASTM Standard A 366 / M9 Commercial steel Type B or
AISI-SAE 1006 or 1008

3.0 CHEMISTRY REQUIREMENTS:

A) Body stock: . Carbon 0.02 to 0.06

B) Head/Bottom Stock: Carbon 0.02 to 0.06

C) All Stock: Manganese  0.2-.35 Max.
Phosphorus 0.02 Max.
Sulfur 0.025 Max.
Silicon 0.030 Max.
Tin ‘ 0.020 Max.

D) Sum of copper, nickel, & chrome 0.20 Max.

E) Columbium, Vanadium, Titanium Trace Only

F) Aluminum. : 0.02 to 0.07 Max.

4.0 DE-OXIDATION REQUIREMENT:

Continuously cast steel (CON CAST) aluminum killed is preferred:
mechanically capped; aluminum killed steel produced as ingots is
permitted. However, once the purchaser and seller agree on de-
oxidation practice, no substitution or intermixing of de-oxidation

practices will be permitted without authorization by Quality and
Purchasing.

NESCO CONTROLLED DOCUMENT
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NESCO CONTAINER CORPORATION - FENTON PLANT

MATERIAL SPECIFICATIONS 7/23/96 MS
01
[SUBJECT: Cold Rolled High Carbon Steel || 20f4 || 5/21/02 |
5.0 MECHANICAL PROPERTY:

A) Rockwell Hardness: 35 to 55 on B Scale
B) Elongation: Minimum 39 % in 2 inches
C) Flatness: 3/8 inch
D) Yield Strength: 25 — 32 KSI
E) Tensile Strength: 43 — 49 KSI
F) Metal Gauge Thickness (-0+1 %)
Body Stock

16 gavge  .0508 Minimum

18 gauge ..0398 Minimum

19 gange  .0362 Minimum

20 gauge  .0287 Minimum

.0323 Minimum

- Head/Bottom Stock
16 gauge  .0508 Minimum
18 gauge  .0437 Minimum {1.2mm)
.0398 Minimum (1.1mmy})
19 gauge  .0362 Minimum
20 gauge  .0323 Minimum
() Matte Finish — Ra 30-60 micro-inches
_ Peaks per in. 100 minimum -
H) Width Tolerance: Minimum specified by P.O.
Mill Edge

6.0 SURFACE CLEANLINESS:

A) Continuous annealed steel is preferred; batch (BOX)

annealing is acceptable providing the material can meet steel
surface condition requirements.

B) Electrolytic cleaning line preferred. Steel surface must be free of
carbon, smut, or other contamination that would interfere in the
adhesion of organic coatings and paints with an extra clean
surface, measuring at “1” for carbonaceous material on the
surface using the scotch tape test, or (C) below.

C) ESB - M2117A (Ford Motor Company Spec.) of 0.20 mg/f2
maximum of carbonaccous material on the surface of the steel.

NESCO CONTROLLED DOCUMENT
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NESCO CONTAINER CORPORATION ~- FENTON PLANT

MATERIAL SPECIFICATIONS 7/23/96 || MS
01
[SUBJECT: Cold Rolled High Carbon Steel ||  30f4 || 5721/02 |
7.0 OILING PRACTICE

A) Dry = Electrostatically applied DOS oil preferred. No oil surface
contamination. This steel may be used as is, and would undergo
no cleaning process (steel may not be washed or phosphate

" treated). This steel has organic hmngs and exterior enamels
applied to the surface.

B) OGiled = Lightly oiled — 100 mg/sq. ﬁ. max. Electrostatically
applied DOS oil preferred (Quaker 61 Aus approved), Oiled
steel is cleaned and treated in a iron phosphate system prior to
coating/painting and assembly.

C) Kosher = In consideration of the dietary restrictions of certain
religious groups, post-anneal applied oils (for wet temper
rolling or for rust inhibiting) will not contain animal fats or
derivatives. Suppliers will be expected to certify that no such
oils have been used in the process afler annealing of the steel.

8.0 COIL DIMENSION AND WEIGHTS:

A) The inside diameter (1LD. ) will'be 20 - 24 inches for a conled
stock.
B) The weight of any one coil shall not weigh more than 24,000 lbs,

9.0 YIELDS

Steel is purchased on theoretical minimum weight (TMW) or actual
vield; tolerance is 1% over ordered thickness.

10.0 PACKAGING:
A) Coils will be paper wrapped with vapor barrier materials;

supplier standard, unless otherwise specified by the purchaser.
: I D. protectors required,

NESCO CONTROLLED DOCUMENT
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NESCO CONTAINER CORPORATION - FENTON PLANT

MATERIAL SPECIFICATIONS 7/23/96 - MS
. ) 01
SUBJECT: Cold Rolled High Carbon Steel 4o0f4 { 5/21/02
11.0 SHIPPING:

A) Coils will be shrouded and tarpaulin covered on flatbed trailer or
dovered gondola car, as designated by purchaser. Coils must be
loaded eye to the rear for unloading. Coil position, pallet or
blocking must permit the use of an overhead crane with a “C”
hook for removing coils from the trailer. Must use chain

© protectors on truck.

12.0 MARKINGS - None permitted - omit all branding and no welds.

13.0 INTENDED USE

A) Steel purchased under this specification will be used in the
manufacture of steel shipping containers used in domestic and
" international shipment of regulated and non-regulated materials.
Finished containers must be able to pass rigid performance
testing for UN certification (Drop test, hydrostatic, vibration,
" and compression tests)

14.0 QUALITY ASSURANCE

A) Steel suppliers will be expected to certify their cornphance
with the requirements of this specxﬁcatxon

CHANGE HISTORY
DATE DESCRIPTION-OF CHANGE :

11/22/96 Section 5.0 B Changed Head/Bottom Stock Metal Thickness to
meet DLO.T. Standards for Drum Reconditioners.

035/15/01 Revise specification to match LLC specs. Sections 3.0, 5.0 &
7.0 .

04718702 Updated section 3.0A & B, 5.0A & B, 8.0A & 0.0 to meet
current practice

05/21/02 Revised specification to match current ordering practice

Dogument Apprqval , | Effective Date: 7/23/96 [Revision: 5721702

N,

L F

// M’U/(

1500001

NESCO CONTROLLED DOCUMENT
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Afttachment 2

w~mail Response from U.B, Steel to Nesco’s Request for Quote

- QOriginal Message -
From: <RTHoelke@uss.com™>

To: <dalec@nescocontainer.com™

Cc: <JIBush@uss.com™; <dwhitaker@uss.com>
Sent: Monday, July 15, 2002 9:36 AM

Subject: USS Quote

Dale,

Per your letter to Jeff Bush dated July 1, 2002, US Steel is able to offer the following quote for your CR
requirements:

$24.75/cwt FOB mil} plus all applicable width/thickness extras

Effective for October shipment 300 ton per month

All orders are subject to US Steel Treasury Approval

If you have any questions, please give me a call at 412-358-0306 {office) or 412-889-7377 (cell).
Tharks,

Bob Hoelke
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Attachment 3

Summary of Communications between Bethlehem Stee! and Nesco, 2002

July 1, 2002;

July 8, 2002

August 13, 2002

August 14, 2002

August 23, 2002

August 26, 2002

September 13, 2002

September 19, 2002

[£~mail message one]

Nesco sent its request for quote to Bethlehem Steel on July 1, 2002, specifically
asking for a reply by July 8, 2002.

Bethlehem Steel did not contact Nesco.

After business hours on August 13, 2002, the evening before the final meeting
Nesco’s counsel had scheduled with the Department of Commerce, Nesco
received an e-mail from Bethlehem Steel’s salesman, apologizing for the delay in
responding. This e-mail offered “up to 1000 tons per month beginning in
November 2002,” but did not directly address Nesco's requested specification.

Nesco’s steel purchaser immediately responded to the e-mail, asking them to
confirm that Bethlehem can meet all of Nesco’s relevant specifications.

Bethlehern Steel promised to call with a response the following day.

Bethlehem Stee! did not contact Nesco.

Bethiehem Steel called Nesco and conveyed that it (1) is unsure whether it can
meet Nesco specification requirements, (2) is sending Nesco's specification
requirements to its mill for determination, and {3) premised fo deliver a response
by Monday, August 26, 2002.

Bethiehem Steel did not contact Nesco.

Nesco’s steel purchaser notifies Bethlehem Steel that Nesco has not heard from
them yet.

As discussed above, Bethlehem {inally responded to Nesco’s Request For

Quote.

E-mail Messages between Bethlchem Steel and Nesco, 2002

-~ Original Message -~
From: "Dale Cann" <dglec@nescocontainer.com>
To: "John Vogt" <johnvogt@nescocontainer.com>
Sent: Wednesday, August 14, 2002 8:22 AM

Subject: Fw: Col Rolled

-~ Original Message -----

From: "James Wolf” <james. wolf@bethsteel.oom>
To: <dalec@nescocontainer.conr™

Sent: Tuesday, August 13, 2002 5:38 PM

Subject: FW: Col Rolled
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Dale, I think I sent this to the wrong mail box. Hopefully you will get it this time.

----- Original Message---

From: James D, Wolf [mailto;jdwolf@bethsteel.com]
Sent: Friday, August 09, 2002 8:19 AM

Te: deann@nescocontainer.com

Subject: Col Rolled

Dale, sorry for the delay in getting you this quotation. Things have been happening which may just gjve
us some additional tonnage and I did not want to respond until I knew for certain. We have had some
production problems in the Burns Harbor cold mill but those should be behind us soon. With thatin
mind, I believe we would be able to supply you with up to 1000 tons per month beginning in November,
2002. Since we have not been a supplier in quite some time, I believe it prudent to start small with a
couple of "trial” orders to make sure the product we provide will perform up to your expectations,

We would propose the following:

Cold Rolled Class 1, Commercial Steel Type B, Continuous Cast, Continuous Annealed, Dry, 24,600#
max coil weight.

Base Price: $26.50 CWT.

All published extras to apply

F.0.B. mill, Burns Harbor, In. or Chicago, IL

Prices would be firm for all orders accepted and promised for shipment 11/01/02 thru 3/31/03.
Initially, payment would be made via wire transfer. It would be out intention to work toward standard
payment terms of 30-3/4-10.

Again, I apologize for the delay in answering your quotation. However, I believe the delay was justified.

James D. Wolf
Bethichem Steel Corporation
8/5402 .

[E-mail message two)

e Original Message »---

From: John Vogt

To: james.woli@bethsteel.com

Ce: Dale Cann

Sent: Wednesday, August 14, 2002 1:47 PM
Subject: cold roliled steel

Good Aftemoon Jim,

Dale Cann forwarded your e-mail to me to respond. Thank you for replying to our July 1 request for a quotation on
steel that meets our requirements. As Dale indicated in our July 1 request, gauge control and surface cleanliness are
essential characteristics for us. Due to our past history with you, we are frankly worried that Bethlehem will not be
able to meet these requirements. Iam concerned that Bethlehem will have a problem meeting our gauge control and
surface cleanliness sections of our specification. Iagree with you that it would be prudent to start off with trial
orders to be certain that Bethlehem can meet Nesco's Steel Specification. However, before discussing a trial order
for this material, Nesco would appreciate your confirmation that Bethlehem will meet our specifications, including
gauge tolerances and cleanliness of the steel,

Since we last purchased stee! from Bethlehem, Nesco has had the opportunity to use Korean steel, We have
experienced tremendous cost saving advantages because of their gange tolerance and the cleanliness of their
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steel, The benefits of this steel greatly exceeded the difference in acquisition cost. But due to trade restrictions, this
steel may not be available to us.

Nesco would expect the same quality of material from Bethlehem that we have become accustomed to receiving
from Korea. Qur ability to make stee}l drums depends on consistency of quality of steel. Therefore, we need
Bethlehem's confirmation that the steel will meet all of our relevant specifications. We would expect Bethlehem to
eredit us for any verifiable expenses that we would incur due to Bethlehem's inability to meet our specification, We
do not believe it should cost Nesco if Bethlehem's products do not meet our requirements.

1 would appreciate your confirmation of these points so we can move forward to a trial order,
Tharks, John Vogt

[E-mail message three]

e Original Message--—

From: John Vogt [mailto;johnvogt@nescocontainer,com]
Sent: Friday, September 13, 2002 2:33 PM

To: james.wolf@bethsteel.com

Ce: Dale Cann

Subject: steel orders

Hi Jim,
1 have not heard anything {rom you since we last talked on August 23rd. At that time you told me
that Bethiehem might not be able to meet Nesco's Steel Specification. You said that you had forwarded our steel

specification to the mill and that you expected a reply back from them on Monday, August 26th,

Has the mill given you an answer yet and if Bethlehem can meet our steel specification what is your Jead time.
thank you

John H. Vogt

[E-mail message four)

—e-Original Message---—

From: James Wolf

To: John Voat

Sent: Thursday, September 19, 2002 10:08 AM
Subject: RE: steel orders

John, | finally received the mill's response to your inquiry. Their comments are as follows:

1.0 - Milt will not guarantee that the product will be free of pinholes and laminations since it is supplied as
a coll product, but would stand behind the product if either were detected during processing or
testing at your plant.

3.0 - Chemistry requirements are acceptable with the exception of Mn. Mill would supply Mn to @ range of
0.15 - 0.25%.

4.0 - Material would be supplied as aluminum killed, sontinuously cast product.

5.0 - Mill will work to the requested hardness range, as is typical for container manufacturers. Mill will not
guarantes the yisld strength, tensile strength or elongation.
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Mill will work to 1/2 standard thickness tolerances and would not guarantee the -0, +1% requested
tolerance. This tolerance is not considered attainable by any producer on a regular basis.

8.0 - Material will be supplied as continuous anneal which employs a non-electrolytic cleaning system out
of Burns Harbor and potentially a hydrogen batch anneal if produced at other Bethlehem facilities.

7.0 - Mill will utilize Quaker ELG-1 oil which is the same base product as §1AUS, but with increased rust
pravention.

9.0 - Mill will not guarantee 1% maximum over ordered thickness, but will work to enhance yields via
interaction with your technical and operations staff.

Please ook this aver and give me a cali with any questions. 1 will be in the office tomorrow and Monday
but then 1l be gone for the next 2 weeks.
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Attachment 4

Analysis of Bethlehem Steel's Exceptions to Nesco’s Requirements

Bethichem Exceptions {described
in Bethlehem's response to
Nesco's RFQ Sept. 19}

Nesco's Requirements {described in Exclusion
Request X-214)

1.0 - Mill will not guarantee that the
product will be_free _of pinholes and
laminations since it is supplied as a
coll product, but would stand behind
the product if either were
detected during processing or
testing at your plant.

Nesco requires cold-rolled steel coils that are free from
faminations. Laminations are surface defects, including
“pin-holes” which can form in steel during the milling
process. Such pinholes can be detected if liquid is
poured into a steel drum manufaciured from such
laminated steel, and the liquid spouts out through the
pinhole. If steel has laminations, Nesco cannot use it to
manufacture new steel drums. Nesco employs an
ambient air tester for state-of-the art, advanced leak
detection, and will not allow any drum that has a leak to
leave its facility. As discussed above, Nesco's
customers fill their new steel drums with a variety of
materials, many of which are liquid or semi-solid, some
of which are hazardous or sensitive, and most of which
must be shipped or frucked some distance, or stored for
some period of time. Nesco must use steel that is
reliably free of laminations, which the domestic mills
cannot provide, but Dongbu can

3.0 - Chemistry requirements are
acceptable with the exception of
Mn. Mill would supply Mn to a range
0f0.15-0.25%.

Nesco's range is 0.20 - 0.35% maximum.

4.0 - Material would be supplied as
aluminum killed, continuously cast
product,

This is acceptable to Nesco.

5.0 - Mill will work to the requested
hardness range, as is typical for
container manufacturers. Mill will
not guarantee the vield strength,
tensile strength or elongation,

By strictly controlling the chemical composition of the
steel, as well as the utilization of their superior cold
reduction equipment, Dongbu can hold the Rockwell B
scale hardness readings to a 5-point spread. Domestic
producers offer steel that is within ASTM tolerances (15
point tolerance on the Rockwell scale), but the sleel
used by Nesco for the manufacture of new steel drums is
much more sophisticated than standard commercial
quality cold-rofied. The hardness consistency has been a
major factor in the dramatic decreases in downtime and
scrap for Nesco.

Rockwell range is expressed in a low and high number
range of 15 numbers with a central tendency, or targetf at
the middle of this range. Within the domestic industry, it
is well known and accepled, and experience has shown,
that tolerances can and will fluctuate within the entire
spectrum of the fifteen-point spread among different colls
within the same stee! shipment, This presents a serious
problem for Nesco. Such tolerance variations from coll
to coif from the same steel shipment requires Nesco to
stop production and re-calibrate manufacturing
equipment from coil to coil to minimize product and
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Bethlehem Exceptions (described
in Bethlehem’s response to
Nesco’s RFQ Sept. 19)

Nesco’s Requirements (described in Exclusion
Request X-214)

equipment failure. The Rockwell range for all coils within
a Dongbu steel shipment consistently and reliably falls
within a five-point spread, 2-3 points plus-or-minus of the
central tendency, or target point. Rockwell range
variations from coil to coil for Dongbu stee! shipments
are within manufacturing tolerance ranges that allow
continuous manufacturing from coil to coil without the
need to stop production fo re-calibrate equipment. This
reduces manufacturing downtime, increases
manufacturing performance, and improves product
quality and service performance.

Mil! will work to 1/2 standard
thickness tolerances and would not
guarantee the -0, +1% requested
tolerance. This tolerance is not
considered attainable by
any producer on a regular
basis.

Nesco requires a high degree of gauge control. A steel
coil that is not uniform in gauge results in problems with
forming and welding drums, equipment breakdowns and
downtime spent repairing and recalibrating the
equipment.

For instance, steel that is not uniform in gauge, i.e.,
thicker in some parts and narrower in others, can "blow
holes" as it is run through the weld wheels, resulting in a
defective weld. The weld wheels are a set of copper
wheels, about ¥%-inch wide, that roll against each other
with an electric current running through them to heat the
edges of a steel sheet to form a weld line. The two
edges that are to be welded together must be smooth.
Any indentation or unevenness in the edges will "blow a

.| hole" at the point of the weld. This is a critical stage in

the manufacture of a steel drum, as the two edges are
welded into a cylinder, forming the body of the drum. A
defective weld along this weld line results in a virtually
unusable drum —a drum with a hole along its side cannot
be used to store or ship liquid or semi-solid products
without hazard to the product or the environment.

After the part is welded, the drum must be "formed.”
Hoops are formed over the body of the drum and each
end of the drum body must be curved so that a top and
bottom can be set. The chemistry and tolerance must be
consistent so that the forming equipment does not have
to be continually readjusted for varying widths and
chemistries. Unreliable gauge control means that drums
can be misformed. For the machinery to make reliable
and consistent steel drums, the gauge must be reliably
within tight tolerances. If a drum is misformed because
of uneven gauge or inconsistent chemistry in a coil or as
between two coils, the production line must be shut
down, the “bad piece” removed, and the equipment
readjusted to account for the different gauge or
chemistry. This results in a higher cost and less efficient
production. The incidence of such equipment downtime
was unacceptably high when Nesco used domestically
produced cold-rolled steel and only improved when
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Bethlehem Exceptions (described
in Bethlehem’s response to
Nesco’s RFQ Sept. 19)

Nesco’s Requirements (described in Exclusion
Request X-214)

Nesco began using cold-rolled steel from Dongbu. In
fact, Nesco conducted a study of its “down-time” over
two 4-month periods of time in 2000 and 2001. In 2000,
when Nesco exclusively used domestically produced
steel, it had 21.9 hours of equipment downtime at the
welder. During the same 4-month period in 2001, when
Nesco exclusively used steel from Dongbu, Nesco had
1.1 hours of downtime. The dramatic reduction in
downtime is atiributed to the superior tolerance, gauge
control and chemistry consistency of the steel purchased
from Dongbu. Indeed, Nesco pays a premium for this
superior quality. Dongbu is capable of controlling the
gauge to within approximately one-thousandth of an inch
because they use superior equipment consisting of a 6-
stand, one-pass cold mill that is capable of 120-percent

cold reduction in_one pass. In addition, Dongbu uses the
highest quality hot bands as its raw material, which is the

principle reason it is able to deliver steel with a
consistent chemistry, which is so critical to both the
quality and safety of Nesco's finished product. In
Nesco’s experience, domestic steel producers fail to
produce steel coils with a uniform gauge control.

6.0 - Material will be supplied as
continuous anneal which employs a
non-glectrolytic cleaning system out
of Burns Harbor and potentially a
hydrogen batch anneal

if produced at other Bethlehem
facilities.

Nesco requires a cleaner surface than domestic
suppliers generally can provide. In the milling process,
oils, smut, and carbon are present, and may be rolled
into the finished steel product. This is usually addressed
with the use of a cleaning ling, in which a person stands
by the raw slab and washes carbon and oils off of a steel
slab before it is rolled. Nesco's supplier consistently
provides cold-rolled steel thatis "1" on a cleanliness test
(on a scale of 1 — 5, in which "1" is the cleanest). Most
domestic and other offshore suppliers have a "3" or "4"
on this test, which is unsatisfactory performance for the
following reasons.

Steel drum custorers need clean, dry steel drums.
Certain food products are stored and shipped in unlined
drums manufactured by Nesco. Impurities in the steel
can contaminate the food product that they come into
contact with. In addition, because many chemical
products, acid- or water-based, will attack the steel and
cause it to rust or corrode, many of Nesco's customers
require that the steel drums be lined. If the stee! is not
clean, however, the lining will not adhere to the steel. if
the steel is greasy or dirty, there will be no bond. In
addition, because of the sensitive nature of certain
materials, like pharmaceutical alcohol, some of Nesco's
customers will test the drums, and reject them if they fail
cleanliness tests. For this reason, Nesco requires that all
steel for drums meet its strict surface cleanliness
requirements. Indeed, one of Nesco's customers
requires Nesco to perform an alcohol rinse test to
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Bethlehem Exceptions (described
in Bethlehem’s response to
Nesco’s RFQ Sept. 19)

Nesco’s Requirements (described in Exclusion
Request X-214)

measure the interior cleanliness of the drum and ensure
that the drums meet its particular requirements for
cleanliness. This test, which is required for every load
shipped to this customer, involves "rinsing” the interior of
a drum with one gallon of denatured aicohol, and
subsequently assessing the contamination level of the
drum interior by filtering the alcohol through a 50 micro
filter. The filter is then placed on a slide and examined
for contamination. This slide must be sent to the
customer along with a certificate of analysis and the bill
of lading.

Nesco's supplier Dongbu accomplishes this requisite
cleanliness level because of their state-of-the-art
equipment, which was installed in 1988, and includes an
electrolytic cleaning line and a continuous annealing
process. When Nesco used domestically-produced
steel, each steel coil was run through the shell-washer
bypass process by which the steel was cleaned with
soap, water, and chemicais to ensure that the steel
surface was clean enough to apply the interior and
exterior lining required by certain customers, described
above. Using Dongbu steel, Nesco can now skip the
entire "cleaning step” process in the production of certain
accounts with exterior coatings and no difference in the
product quality. This new capability of Nesco, facilitated
by its use of cold-rolled extra-clean, lamination/pin-hole-
free steel from Dongbu, has led to an increase in
business for Nesco. Nesco now has contracts with
customers who require that its steel drums be comprised
of steel that has notf been washed. These customers
ship and store a raw, concentrated sealer material,
which cannot come into contact with any odors,
chemicals, or fluids due to the chemical reaction it can
cause. Nesco is now able to cater to a class of
customer, previously unattainable by Nesco.

7.0 - Mill will utilize Quaker ELG-1 oil

which is the same base product as
61AUS, but with increased rust
prevention.

Electrostatically-applied DOS oiling is essential for
Nesco's production because it protects the steel, but it is
applied in a fine, uniform manner that allows Nesco to
treat it as “dry,” clean material. The DOS oiling process
used by Dongbu is not used by domestic mills, but is an
essential requirement for Nesco’s steel needs. The oil is
first atomized in the chamber by air atomization nozzles.
The oil mist that has been atomized is then carried by
controlied air in proportion to both surfaces of the steel
after passing an ionizer electrode. ‘In this process,
coarse oil mist is filtered out mechanically and
electrically, and only microscopic charged oil is
deposited electrostatically on the surface of the steel.

9.0 - Mill will not guarantee 1%
maximum over ordered thickness,

but will work to enhance yields via
interaction with your technical and

Nesco's past experience with Bethiehem was 6 2% (7
Ve% - 1%) over TMW. “TMW" is the theoretical minimum
weight of steel. It is computed by taking the length x
width x thickness x density of the steel coil. Nesco
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Bethlehem Exceptions (described
in Bethlehem’s response to
Nesco’s RFQ Sept. 19)

Nesco’s Requirements (described in Exclusion
Request X-214)

operations staff.

requires the steel mills to maintain a maximum of one
percent variance of TMW on their shipments. The
significance of TMW represents the total amount of
pieces that can be produced from a coil. Anything less
than TMW results in additional cost becal 1se of exces
steel in the final product. (Please see Att achment 5
Bethlehem Actual Units vs. TMW Units)
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Attachment 5

The following chart shows that steel used by Nesco and supplied by Bethlehem Steel was
running 7.5% over TMW during an analysis performed in 1994 and 1995. The same analysis
performed on steel recently used by Nesco and supplied by Dongbu resulted in an average of less
than 1.0% over TMW.

The analysis shows that Nesco used 711 tons of steel to produce 64,686 units. Based on TMW,
Nesco should have produced 69,507 units, a loss of 4,821 units. Comparing Dongbu (1% TMW)
to Bethlehem (7.5% TMW), Nesco loses 6.5% on all steel consumed from Bethlehem as opposed
to Dongbu. Based on a 40 pound TMW drum, a Dongbu steel drum will weigh 40.4 Ibs and the
Bethlehem Steel dram will weigh 43.0 lbs, resulting ina 2.6 Ib loss for each drum produced
using Bethlehem Steel material.

Bethlehem Actual Units vs. TMW Units

Gauge Width Weight/Lbs TMW © Units/ Actual % Over
: Weight/Lbs T™MW Units TMW
0.0220 34.625 48,130 7.47 6,443 5,872 .0973
0.0220 44.3125 112,720 7.66 14,715 13,529 .0877
0.0280 47.75 48,510 12.12 4,002 3,728 0736
0.0320 35.75 315,930 22.93 13,778 12,847 0725
0.0320 36.5 98,970 23.41 4,228 3,939 .0733
0.0420 3575 533,630 30.1 17,729 16,627 .0663
0.0420 36.5 264,633 30.73 8,612 8,144 0574
TOTALS: 1,422,523 69,507 64,686 .0745
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[astERCOLL SPRING

4010 Albany * McHenry, IL 60050 * Tel: (815) 344.0051 * Fax: (815) 344-0071

September 23, 2002

Mr. Philip Eskeland
Commiftee on Small Business
U.S. House of Representatives
2361 Rayburn Building
Washington, D.C. 20513

Dear Phil,

We have now received the first formal response to the inquiries that we placed with the
two objectors to our exclusion request.

This response is from Sumiden and the prices quoted are in the area of 33% higher than
we are currently paying. This company is well aware of the current pricing in the market.
They know that we are unable to pay these prices and remain competitive in our market.
‘What this says to us is that they are really uninterested in the business since they didn’t
even make an attempt 1o quote a reasonable price, In addition, they have indicated that
they have insufficient capacity to produce 100% of our requirements and “would have to
provide delivery information on an order-by-order basis.” This runs counter to their
claim in their objection to our exclusion request. Under 11 (vi}, they state thar, “Sumiden
can supply all of Mastercoil’s demand for this praduet.”

It certainly appeats to us that the objection was filed with false and/or misleading
information and that they have no real interest in participating in this market,

Please let me know if you have any questions.
Sincerely, M

Richard Piwonka

Dvirector of Sales and Marketing

www.mastercoil.com
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+£154463197
From-SUMIOEN RIRE PRODUCTS +6154463187 T-127  P.0G1/802Z  Fe813

710 Marshall Swan Drive
Dicksen, TN

(615) 436-3159 x-104
(618) 446-3197 fax
bilimu@anmidenwire com

Ta: Dick Powonka/Mastercoll Spring Fax: {815) 344-0071
7‘ ugo z

From: Bill McClenathan Data: 3

Ra: Quote ) Pages: 2

Ce: Jeff ¥,

T Urgent O For Review [ Piease Comment O Please Raply O Please Recycle

Drick,
- Thank you for your lemer of Augost the 28 requesting quote for stainless T302
spring wire for aczasol application.
Prices are as follows:

Product: T302 Stainless Spring Wire X 30" Reel  ASTM A-313-58

Size foe
0.0307 32.2071b.
0,034“’ 32,20/,
0.0317" $2.22/0b.
0,032 $2.22/1b.
0.024" $2.50/1b.
0.020" $2.80/1b,
0,027 $2.36/Ib.

FOB Deliversd {trucklagd quantiries 3¢,0001b,) Net 30 days

T S S P T T S S T O
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Sep-20-2002 1412 From~SUMIDEN WIRE PRODUCTS +6154463187 T-i27  P.002/002  F-9)8

Curcendy SWPC doss not have production capacity ta produce 100% of requirements

We would have 1o provide delivery inforration oa sw order-by-erder basis,

Aleo, as we discussed SCOA (Sumitoma Corporation af America) wonld require financial
informaticn to establish credit line.
Information needed:

1) Cenifled Financia] Documents

2} Bank Infommetien

3) Thsee sizable aud supportive wade references o7 irrevocable letter of credit,

Tknow this is & sensirive subject but SCOA insists this information be pravided,

Please advise any questions.

Best Regards,

Bill MeClenathan
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WastERCOIL SPRING

4010 Albany ¢ McHenry, IL 60050 * Tel: (815) 344-0051 * Fax: (815) 344_0071?

September 20, 2002

The Honorable Donald Manzullo

11.8. House of Representatives

2361 Rayburn Building

Washington, D,C. 20515

Dear Congressman Manzullo,

I wanted to be sure you received the information contained in the following press release.
September 19, 2002

Mr. Don Musielak, COO of Mastercoil Spring Company announced today that ke has

reached an ag) 4, in principal, to purchase Mollificio Astigiano, an Yalian Spting
manufacturing company.

Mr. Musielak made this 1 at an empl meeting that was held on
September 19, 2002. He explained to the employees that he was taking (his step in
order o respond 1o the ongoing threat of Imported springs. Mastercoil has seen
cheaper springs from Europe begin to erode its market posinan The recent sizel

tariffs have only exacerbated the probiem. By pur g an established 1y in
Eurape, Mastercoil will be ablz ta not only be competitive in the Esropean market but
more competitive in the dy tic market. This move will help Mastercoil to

solidify its position with major customers and gain new ones, The addition of another
manufacturing facility witl greatly enhance their flexibility and their ability to respond
to customer requirements.

Mollificio Astigiano offers Mastercoll the opportunity to attack additional market
segments, both foreign and domestic, due (o the types of machinery they have as well as
the products they produce. Mr. Musielak pointed out that he was doing this for the
“long term health” of Mt oil. The anticipation is that this will add strength to the
current operations and will ultimately provide additional jobs in the McHenry fecility.

Mastercoil Spring is a major producer of springs for the packaging industry which
includes aerosol, pump and trigger spray devices. In addition, Mastercoil produces
Pprecision springs for a variety of other industries.

This information was provided to The Northwest Herald and a small portion of it
appeared in the Septemaber 20, 2002, edition.

www.mastercoil.com
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We were already investigating such a move prior to the imposition of the 201 tariffs, but
the advent of the tariffs certainly “forced the issue™ The lower price of stainless steel
wire in Europe, coupled with governmental assistance to spring manufacturers gives them
the ability to sell at lower prices in Europe and in the U.S. The tariffs have only helped
to make the European manufacturers even more competitive. If the administration
continues with its ill-conceived tariffs, it will only serve to drive more manufactuting
jobs from this country. As stated above, we hope that this will assist us in entering new
markets which can then provide new jobs here at home, as well, To do this, we will have
10 have access to raw material that priced competitively in the world market. We carmot
hope to compete with artificially high steel prices.

I spoke last week with a customer who uses a large number of springs which are
assembled into a product for commercial buildings. He said that his company has always
prided itself on making their own product and using domestic sources. Unfortunately,
they are now being forced to look to Asia and will, within 6 months, be buying at least
50% from Asia and within & year at least 90%. They can buy the completed assembly,
packaged and shipped to their door for less than they can buy the raw material in the U.S.
These items are made from steel! Somebody within the government had better wake up
to the fact that our manufacturing base is being eroded faster and faster. Itis a World
economy and the sooner everyone realizes this, the better!

We continue to support your efforts on behalf of Smail Business and the steel consuming
companies. Please let us know if we can provide any additional information.

Sincerely,
Richard Piwonka
Director of Sales and Marketing

Cc: Mr. Phil Eskeland
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GROUP ARNOLD
300 North Streer, Marengo, 1L 60152
Michael D. Nelson, General Manager - ROLLED PRODUCTS DIVISION
TEL: 815-868-2207 FAX: B15-568-2477
muelson@grouparnold.com

To: COMMITTEE ON SMALL BUSINESS Fax: 202-225-3587
Attention: Phil Eskeland Date:  September 16, 2002
‘This is page: t of: Telephone: 202-225-5821
Confidentinlity Notive:
The documents accompanying this transmission contain confidentlal information intended for a speeific
individual or purpose. [fie information Is privite, and is legally protecied by law. Ifyou are
not the inended recipient, please call immedigtely. You are hereby notified thet any disclosure,
copying, distribution, or use of the contenty of this tranymission,_or the taking of any sction in reflapce
thereon, iy strictly prohibited,

REGARDING: COMMITTEE ON SMALL BUSINESS/ TARIFF HEARING / SEPTEMBER 25,
2002.

Dear Fhil:

Thank you for your time on Friday, September {3, and for wHowing me the opportunity to share with
you the latest issue facing our imported Arnokrome-5C material. As [ explained on Friday, in
addition to the 30% tarill, we are now liable for an 8.47% anti-dumping duty (referencing 19 CFR
351402 ANTI-DUMPING AND COUNTERVAILING DUTIES).

Thank yeu for direeting me to Bryan Davis at Congressman Manzullo’s Rocklord Olffice. | spoke
with Bryan on Friday, September 13 and taday, September 16, | faxed all of the pertinent details
concerning this anti-dumping duty issue fo his attention. Bryan has commitied ta fooking at the
information and he will try to provide seme direction on haw to procsed or whom we should be
contacting.

enefal Manager
ROLLED PRODUCTS DIVISION
GROUP ARNOLD

Copy: Dennis Shea: SPS TECHANOLOGIES 215-517-2032
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. Telephone: 1-517-542-2903
J < 'o Fax It: 1-517-542-2501 —
) : ® E-Mait: Jesco@JescoOnline.com
—Since 1132 — May 5,2002 Web Site: www.JescoOnline.com

Honorable D ynald A. Manzullo
U.S. House ¢ f Representatives

409 Cannon . {ouse Office Building
Washington, D.C. 20515-1316

Attn: Philip ). Eskeland
Fax: (202)2.:5-3587

Dear Congres sman Manzulio:

1 am writing ¢n behalf of my company, Jesco Industries, Inc.
We are locate:l in Litchfield, Michigan and we employ 65 workers. We need vour help !

The steel tarii fs imposed by the President in March have increased the price and reduced the
availability oi steel to the point that our supply of steel is not reliable. Our suppliers are
increasing the:r prices drastically, some up to 50% (see attached letters). The President could not
have expected that prices would rise so fast or that the ability of companies like mine to obtain
steel would virtually disappear. I have no assurance of steel supplies past June of this year.

My business i- in danger if I cannot get steel. My customers will not pay the increased prices
that I am bein;: charged for steel. Unless things change rapidly, my company will lose business

to foreign con petition that now has a build-in cost advantage, thanks to the actions of our own
government.

We are a smal business. We need the steel that we buy to be priced by the market, not by the
government.

Please ask the President to help us get the steel that we need to stay in business in the USA.

Thank you.
Sincerely,

Bonny K. Des)ardin
President

attachments (2.

BKD:ae

L Jesco, Industrizs, Inc. + P.0.Box 388 » 950 Anderson Rd. + Litchfield, Ml 49252-0388 ——
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CRALFNRD STEEY

(773) 376-6969

HOT RELLED - PIC XLED - CILD ROLLED - CALVANIZED - VITREQUS ENAMEL - TERNE PLATE - ETRIP - SHEET - SHEARING
T

Tuesday, June 34, 2002

Anijra Evers

Jeses Indnstie -

950 Andersen Zoed
Lizchficld, MI 19252

Dear Anita:

Due o the secti m 103 deciged by the government to wartant a 1% sariff on flat refled tmpens , we have been

forced to raise { sicing across the board on all your sizes. Pricing from the domastic mills b 2ased from 3210
aton 1o anywhe ¢ from $300- $350 a top as an unprocessed band. Not only has pricing bes: ryetional in 2 short
period, but therc is a shartage in marerial like never before, No imports are on the way te th ags and vnless the

government con 5 off there'section 103'stand thiere is no telling Where domestic manufacturing is headed. We don’t
set pncmg ar Cr wiord, We are forced at this time to follow the lead of the domestic mills because they aro the oply
option to have s sel rolled. At this time your pricing has increasad $60.00 a ton, Thare is phyrry of steel world wide.
It the govemmer « didn't imtervens with free trade none of this would have besn necessary.

Smcemly,

Howard Friedma
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Jun-08-2002 06:13am  From-MUNCY CORPORATION +8378847837 T-583 P.001/002 F-988

m MUNCY CORPORATION 2601 Enon Road
Enon, Ohie 45323

(937) 8647305

(937) 8647637 Fax

June 6, 2002

Hon, Donald A. Manzullo

U.8. House of Representatives

409 Cannon Honse Office Building
‘Washington, D.C. 20515-1316

Atm: Philip D. Eskeland
Fax: 202-225-3587

Dear Congressman Manzuollo:

1 am writing on behalf of my company, the Muncy Corporation. We are located in Enon, Ohio
and we employ 95 workers. Our production workers are members of the LA.M. union. We need your
help.

iffs imposed by the President in March have increased the price and reduced the

3-the point that our supply of steel is not reliable. We have received price increases
arned that the supplies are very limited and unreliable. We had an agreement to
r all of 2002, However, the supplier won’t honor the agreement because of the
they are absorbing another 15% so the real cost increase is 40%. The
g{expacted that prices would tise so fast or that the ability of companies like mige to
irtually disapp I have no of steel supplies past August of this year.

danger if T caunot get steel. My customers will not pay the increased prices I

; charge 2el. Unless things change rapidly, my company will Jose business to foreign
cotapstition thalgbw has a built-in cost advantage, thanks to the actions of our own government, To
help fight the problem and remain in business, I am starting to purchase foreign steel
components instead of making them myself. This of course is xidiculous. Because of our
government's action, I am laying off American workers and buying foreign steel products.

We are 2 small business. We need the steel we buy to be priced by the market, not by the
government.

Please ask the President to help us get the steel we need to stay in business in the USA.

Thank you.

President and Owner
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Jun-08-2002  08:13am  From=MUNCY CORPORATION +0378847637 T-583  P.002/002  F-998

MIAMI VALLEY STEEL SERVICE INC.
P.0.Box 1191 = 201 Fox Dr. » Piqua, Ohio 45356
Phone (337) 773-7127 + Fax (937) 7731615

April 12,2002

Terry Cooney

Muncy Corporation

2601 Enon Road

Enon, OH 45323

Dear Terry:

Confirming our conversation of this week, due to the domestic mills restriction of supply
and tariffs on foreign steel, we are increasing our prices to you effective on shipments as
of 6-1-02.

The increase is as follows:

Terry, pricing from the mills has increased 40% and is continuing to rise. Our mill
sources say we will not have an uninterrupted supply of steel, but it will be at market
prices.

Call me with any questions.
Sincerely, W
%a A 4
We

M 9 50 7. ﬂ)(,/

Wﬂ S ey T

ISk
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Hivolume Precision Metal Stampings » Presious Metal Contact Welding # Mechanical Assembiies  Metat Stamging Dies in Steel and Carbide

June 5, 2002

Hon. Donald A. Manzullo

U.S. House of Representatives

409 Cannon House Office Building
‘Washington, D.C. 20515-1316

Att’n: Philip D. Eskeland
Fax: 202-225-3587

Dear Congressman Manzullo:

T am writing on behalf of my company, Bulirke Industries, Inc. We are located in
Arlington Heights, lilinois and we employ 120 workers. We need your help.

The steel tariffs imposed by the President in March have increased the price and reduced
the availability of stee] to the point that our supply of steel is not reliable. Attached are
sample letters from vendors and steel suppliers that verify placement of our vendors on
allocation and price increases, etc. The President cannot have expected that prices would
rise so fast or that the ability of companies like mine to obtain steel would virtually
disappear. 1have no assurance of steel supplies past September this year.

My business is in danger if I cannot get steel. My customers will not pay the increased
prices [ am being charged for steel. Unless things change rapidly, my company will lose
business to foreign competition that now has a built-in cost advantage, thanks to the
actions of our own government.

We are a small business. We need the steel we buy to be priced by the market, not by the
government. We cannot afford to come to Washington to buy steel.

Please ask the President to help us get the steel we need to stay in business in the USA.

President

MFC:jnf
Attach.

Corporate Headguarsers: 5711 West Algonquin Road, Arlington Heights, Hiincis B0005-4488 Tel (B847] 881-7550
Office Fax [B47) 9810772 Customer Service Fax {847) 280-1504 E-Mail: BUHRHET S3@MAILIDT.INET

Southern Feacility: 2448 Pine Lake Trail, Arab, Alabama 35015
Tel 1(800) 561-8502 Fax (205) 586-3218
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do

HARRAIS sTRRL ™

April 11, 2002

To Our Valued Customers:

Tough market conditions and unprecedented times are changing how we evaluate and
review the market. Pricing, lead-times, product availability, and mill philosophies are
changing daily.

Pricing has been extreme in many cases. Dramatic increases reported in the market are on
all products and include changes in base prices, extras, quantities and those items on
programs as well (increases up to $120/ ton being reported). It is not unusual for the
mills to change pricing posture two or three times on the same segment of business or
timeframe of delivery. The mills are looking to regain profitability, and with many in
chapter 11 or with heavy sustained losses in 2001, they are looking to reverse their plight
as opposed to accept the altemative. Three key components in the domestic market that
have accelerated the shift of orders to the domestic doorsteps are the closure of LTV, the
closure of Acme Steel and the Section 201 rulings. The shift in capacity has fueled the
pricing schemes we are facing from the domestic mills. With a 30% tariff on imported
finished goods, offshore material has been held in check and domestics have become
overbooked.

The shift to domestic doorsteps has caused confusion at the mill level, and they have all
extended lead-times. The mills are operating at fuil capacity and are not used to such a
frantic pace. The sorting out and juggling of orders has just begun, and their order book
continues to grow as the market clamors for available steel. Days, weeks, and months
have been closed out for material delivery, and in many cases eliminated any reaction
time from customers. Lead-times have doubled from 8-10 weeks to 16-20 weeks. The
potential for further concern looms large as the market evolves.

As the mills begin to sort out their order book, product availability is becoming strained.
Profitable and high production efficient orders take priority, and the mills have not been
shy in turning orders back that currently do not fit their plan. Allocation allotments and
restricted supply are part of daily conversation with them. Some mills are electing to
discontinue product lines entirely as they attempt to clean house of the unwanted business
they have kept from the previous market. Increasing tonnage levels with them is not
currently a given. Due to the aforementioned variables, many requests have to be
negotiated.

HARRIS STEEL COMPANY « 1223 SOUTH 55TH COURT, CICEROQO, ILLINOIS 60804-1297
(708 656-5500 « FAX (708 AS6-0151
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April 11, 2002
page 2

The mills are running towards profitability as quick as they believe they can get there.
Certainly those mills that are in chapter 11 (Bethlehem, National, etc.) see it as the
obvious path they need to follow to regain positive revenue growth. Those that have
sustained huge losses in 2001 (USS, National, Beth, Rouge, AK Steel) and are looking to
avoid chapter 11 in 2002 are also bent on regaining positive revenue. While LTV and
Acme Steel face huge start up costs just to reopen the doors before the first ton of steel
weuld be made, their future 1s still up in the air.

The future will be challenging. We have to address the market as it has been forced upon
us. We will keep you informed as to the changing landscape and will do everything we
can to maintain a supply of steel and a win-win relationship for all of us. The first step is
to recognize the music has changed, and in order to make the next best decision for our
companies, we have to acknowledge that fact. In working together, we can develop plans
that will work, but they have to be put together based on the market of today, not the one
from last year.

Thank you for your patronage and the opportunity to be part of your future.
Sincerely,
S STEEL COMPANY

e AEN

Thomas G. Eliasek
President
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HARRAIS sTeeL”

April 24, 2002

Mrs. Judy Sears
BUHRKE INDUSTRIES

Fax: 847-290-1504
Dear Judy:

Over the past several months, 1 have tried to keep you up-to-date with regards to the
quickly changing market conditions we are all experiencing. As a result of several piant
closures, in addition to a lower import levels, it has been extremely chalienging to
maintain a consistent source of supply. All service centers and OEM’s are on allocation
with every domestic mill. Even though pricing is considered very important, it has taken
a back seat over availability of metal.

As you know, pricing has escalated to enormous proportions overnight, putting both
service centers and OEM's at the mercy of the steel mills. Although not every supplier
has put pricing in writing, our costs for third quarter will be well over 30% of what our
pricing was at the beginning of the year. As an industry, steel service centers are not
fortunate enough to enjoy profit margins in excess of 30%.

Obviously, this has created quite a challenge in our industry’s intent towards pricing
commitments. All of our contracts with our customers have been amended to
accommodate these unprecedented market conditions. Because of this, it is necessary
to review our pricing arrangements as established in our three-year agreement.

It is important to note that your business is important to Harris Steel and me. The
decision to revise pricing has been difficult. However, in this business environment, it is
a decision that it is necessary to make. | am optimistic that we will work through what
appears to be some challenging times ahead and continue to grow the relationship
between our companies for years to come.

Sincerely,

Larry J. Vena
Sales Representative

cc: John Coia

HARRIS STEEL COMPANY - 1223 SOUTH 55TH COURT, CICERO, ILLINOIS 60804-1297

/TnON €24 £2an RAY /mRON rL0 AtEn
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N
MoTERIDLS INC. May 3, 2002

Dear Valued Customer
Steel is in short supply and prices are skyrocketing!

Within the last several months we have seen the demise of several domestic
producers including LTV, Acme and Geneva Steel. On top of this, the 30%
tariffs imposed in the Government’s 201 ruling of late March, have virtually
frozen imports out of the market.

The remaining domestic suppliers are taking full advantage of the current
situation. We have been given price increases that will total as much as
$200 per ton by the third quarter with further increases likely to follow. Ina
number of cases mills have reneged on agreed upon prices in the second
quarter and basically taken a “take it or leave it” attitude.

We are writing to inform you of the severity of the situation. We know how
disruptive these increases can be to your business and how difficult it is to
recoup these additional costs.

We will keep you informed as this market situation evolves.

Please call your sales representative with questions.

Bill Olson Mike Allen
Director of Sales - Chicago Sales Manager - Minneapolis

3225 COMO AVENUE S.E., MINNEAPOLIS, MN 55414 » (612) 617-5800 » FAX (612) 623-9070
EQUAL OPPORTUNITY / AFFIRMATIVE ACTION EMPLOYER
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Viking Materials, Inc.

Attention: Mr. John Applegate

3434 Powell Street

Franklin Park, IL. 60131

Desr John,

Chestarton, IN

=

5

46304

May 2, 2002

PHONE: 213-787-7430
800-543-2127

The following purchase orders will be increased $4.50 effective June 1, 2002 and the
price will remain inchanged through August 30, 2002.

The purchase order numbers are:

100399
100419
100423
100342
100436
100420
100394

100300
100308
100477
100459
100423
100437

If you have any questions regarding this increase, please don't hesitate to contact me.

L.GB/dsh

Sincerely,

BE'

Louis G. Bower
Sr. Account Manager

1 CORPORATION



162

Jun-05-2002  02:57em  From-AJROSE + T-T1T P.ODI/00E  P-YR

— R
AJ.ROSE MANUFACTURING CO.

Established 1922
MOVING METALS IN INNOVATIVE WAYS

hume 3, 2002

Honorable Donald A. Mapzullo
(1.8, House of Representatives

409 Cannon House Office Building
‘Washington, DC 20515-1316

Attn: Philip D. Eskeland
FAX: 202-225-3587

Dear Congressman Manzullo:

1 am writing to request you help with regard to the 30% tariff on fmported steel imposed by
President Bush on March 11, 2002.

We are asking for this exemption on behalf of the 400 associates of A. 1. Rose Manufacturing
Company, headquartered in Avon, Ohio and our other plant in Cleveland, Ohio. Of the 400
assaciates, 270 are members of the United States Steel Workers® Local # 735, We have been in
business since 1922 and are a third-gensration, family-owned, domestic company. We specialize
in manufacturing tight tolerance metal stampings, air bag components and spun-formed products
for the automotive market, OF and aftermarket. Over 90% of these are engine components
ranning at very high RPM’s, therefors, there is high Hability associated with these parts. We
have been 100% dependent on using Corus (previously Hoogdvens) hot-rolled material since
1976. They, along with Imports Interpational / Chesterfield Steel, our U.S. processor and
ultimate supplier, have collectively assisted us in engineering unique steels to make ovr products.
We have been able to grow and add jobs because we manufacture products that no one or 2
limited few can do. Corus and Imports International / Chesterfield Steel have been an integral
and necessary part of our growth of supplying hor-rolled material with guaranteed (fo make the
part) tight tolerances and unique characteristics that cannot be duplicated by other mills. Many
mills and service centers have looked at our products and declined fo quote. In sopplying the U.
S. auto market, we have been unable to participate in hot-rolled steel “procurement programs”.
In those “programs”, the sutomakers partner with the U. S. mills to gensrate enough volume to
negotiate cheaper pricing for a large number of their suppliers. Auto companies have been
unsuccessful in finding aoy U. S. mill to supply us steel that meets the specifications that we
need 1o make their parts. I have attached examples of each of the above-mentioned simuations
(see BExhibit [ and Exhibit IT).

O ORTE HEADQUARTERS WWW.AJROSE.COM CLEVELAND PLANT
35000 CHESTER ROAD 5115 WEST 381 STREET
AVON, OHIC 44017 CLEVELAND, OHIO 44108

440:/934-7700 448/934-7700
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Jun-06-2002 02:57pm  From-AJROSE + T-71T  P.002/008  F-589

Letter to Congressman Manzullo
June 5, 2002
Page 2

I am also attaching a letter (Exhibit 1) we just received from onme of our major customers
advising vs they will be resourcing 11 of our current jobs overseas due to a savings of 38% to

42% on finished parts they will impert from Brazil and Asia.

This constant fhreat to our business is very real and will only accelerate if we ate forced to pay
such a premium for the steel we need to run our business. The hardship of this tariff and our
constant inability to pass on any price increases to the automotive companies will cost not only
jobs, but also most certainly, affect A. J. Rose Manufacturing Company’s ability to survive.

If you require additional informatior, please call me at (440) 934-7700.

Thanking you in advance for your help in this matter as time is of the essence!

H. John Warnkey
EVP & Chief Opetating Officer

HIW/bap
Attachments
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02:57pm From-AJROSE + T-717  P.003/008

Mr. Robert S-Nemeth, Jr. - - " . .
- A J: ROSE MANUFACTURING COMPANY
. 38000 Chester Road S
- Avéi, Ohio 44011

'Dea.f.B_u‘b:' -

Thisis in ﬁsponéa to yvou:»reddes‘t and cgnﬁr@ng our ’phoﬁe conﬁcrsétion_ regarding -
LTV's capability of mecting your requirements. . . " - o R

" The upggadc 1 t'he‘j84"’ Hot Strip Mill (HSM) to, achiéve gx;éétiy impréved t}_ﬁ;:knesé

control was plaimed to.occur in'stages. A nurnber of tages. have been completed to date,

installstion of the Hydrautio scrawdowns is not scheduled to e compléted until the 2

- quatter 6£2003, When'the installation is compléte, we expest to'be able to preatly

minimize thickness variations dne to relieat-fiumace skid marks..

1t is jmpossible that f}xs Sinanicial situation will charige-and some urlier installation of the
. new equiprient is:possible. However, we will not e capable of holding the desired

- minimurn thickness variationt until after that equipment is installed..

We aj:pteéiata your interest in our_compahy and trust tht our'companies can do business
inthe future. : S s

Sincerely,

LTV STEEL COMPANY, INC,
Lr I Elln
“Peter W. Ekiund

Account Manager

cer 7. K. Mahaney

LTV Steel Company. 36 Brandywine Drive, Hudson 44236
Phone: 330-342-8542 Fax: 330-528-0357

 but-all'stagés in 2001 and 2002 have been postponed dus to our financial sitation, The* "

F-589
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. Ttz Yiwas
gox WastBig Baavor F P:o- '!/'-er rees :
B TR R - e [ o
: - < Tt A dada et . i 00 =S5/ F 37
| i D . 3137405000% ... R0~ &30 = g | !
r L s S 00521 4T Oul el § — :
i‘ . . - B AN . ,B(D@ZEWZ(WIIMAMx(:lnunn, B H
L L prosedy C July 6,.1992° gl o0
: M thryn West .. .. - .0 N ) T
: - Gefieral Mators corporaticn . : Lo AT h T STE
3044 'W. Grand Boulevard ' o E}th b/T .
Dgtroit,.ul'4§_202 . : o e e

. Dear Kathrynm:. ' ~ . . . e :
H . Aftdr completion af. the A..J. Rose natallurgical review, the Primary |
] area, of concern remains the requested gqauge tolerancs. . AS you axre i
| aware, U. S, Steel's agreement with General Motors. quaranteas
thrde-quarter and. dims £6v one-half standard ‘on hot rolled product,
Iy certain. instances; the mill will guarantes ohe-half standavd on .
some Mot roll.parts:  In this.came, the custoner. is requeatitg
‘one<quarter gtandard telerance on a. hot rolled produtt and U. S.-
. Steel is unable: to furnisk the requested gauge remtriction. . -

Th .order to address this lague, wa reconsnend supplying .a trial of . -
culd rolled product in place of the hot rolled mateéria) with a- :
guarastee of .one~balf and an alm. of one-quarter standard gauge. The
trial may require A. J. Bogse to make adjustments to ‘thelr current
processing. . Lo . . N -

This . change in produétj..liné_’vqould ob¥icusly result in a change in
price. PR : T o N .

wa do not recommend updating the contract by converting all the
Parts to cold roll-until a tiial is complete. If this trial ig not -
successful, it is our recommendation to leave the parts with the
current. supplier. . ’ -

If you should have any additional questions concerning this
infc:tqat.{.un, please feel free to call, :

Sincerely,’

- i
Karen L. Viono
Sales Representative

’ |
GHCOQ9 i
Qo: J. J. Kutka
L. 8. Steal Graup -

A divisian of USX Corperation R Afl 5alas are subjeet to the conditicas .
sat (orih on the reverse side of iy sheel
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Jgn-DE-ZQUZ 02:57pm  From~AJROSE

+ T-717 P.005/006 F-588

- Columbis; Indiana
47202-3005 -

¥ March 5,2002 -

TS

Dear M. N‘ejman;_" )

1 atn writing this letfer to address the competitive threat that was presented to A.J. Rose in. a
. Qctober.2001, on the spun pulleys you currently produce for Cummms “'This threat is B
" very feal and currently represents a saving of 38 — 42.% on all components produced by - L
.+ AJ.Rose. With this type of savings available to out customers it is impossible to walk
'_’awayffomthis_opport\mity." A A S Yl

" However, the information presénted by.A.J. Roge as being & strong supplier to- Cummins +~

i duly noted. It is our impression thigt the savings offered by A’J. Rose through design

* “gnd innovation is an asset worth fuaintaining 2 ‘strong relatioriskip with. - We strongly

- associate A:J; Rose with-éné of our best suppliers genérating hew opporhimities for both
Stir organizdtions torbenefit from.” With this in ‘tmirid wé are proposing 3. solution that "’

" allows Cumimints to maintain our relstionship with A.J. Roseand to'alss develop this . )

" opportumity: © Do T E R

+ We will be resoutcing the following eleven components, We have done our best to Eeleqt :
components suggested by A.J. Rose and those components that represent the greatest | . :
opportunity for savings without dramatically impacting the total Cummiins’ spendat AJ. . . =
Rose. Ty oL S R :

The perts to be resonrced wil be 3943660, 3943661, 3943978, 3883324, 3914494,

3914461, 3926858, 3526859, 39_26855, 3046203, and 3680190.

- in genetating this list of parts for resourcing, the plan presented to Cummins’ . i
management includes savings proposed by AJ. Rose in the mix, However, we do ‘ !
recognize that this will be 2 reduction jn total business for A.J, Rose and as a result, you |
may elect to withdraw the proposed savings. If this is your decision we are able:to ‘
raintain the same savings tatio by moving patt numbers 3614463, 3073676, 3943591, !
and 395868010 the néw supplier, in addition to the eleven parts listed above. ) \

Phones 812-377-5000
Facsimlle: 812-377-3334 .
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Ttisour h pe- to maintain the relattonsh:p we have with AT Rose movxng forward

Today we are seemg pncmg opportumues a8 muchas 30~

"% from Asia for spun pomponénts.. It is our intention in providing you these ratios tonot -
be overbea.rmg bat to allow'A.J. Rose to understand the cimrent miarket place and: to
prov1de ameans whcreby you are able to devclop conﬂnued strategies to compete.

The nmmg for the movement of these pasts is stlll pendmg I w111 be pmwdmg this
mfoxmanon 1o yuu m the near. futu.re

Sincerely, R

Sourcmg Manazet o
Iron Machining T eam
. Cummms, Iuc s

3% from Brazl and 38 — 42 .

TriEm

Eoarres
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AJ. ROSE MANUFACTURING CO.

Established : 1gze

MOVING METALS IN INNOVATIVE WAYS

August 30, 2002

The Honorable Donald A. Manzullo, Chairman
House Small Business Committee

U.S. House of Representatives

2631 Rayburn Building

Washington, D C 20515

Dear Chairman Manzullo:

Thank you again for providing me the opportunity to testify at the July 237
hearing on the “Unintended Consequences of Increased Steel Tariffs on
American Manufacturers.,” The purpose of this letter is to supplement my
testimony regarding attempts that A. J. Rose has made to purchase the steel
that was the subject of our product exclusion requests from domestic
sources, and to bring you up to date on the disposition of those product
exclusion requests.

At the hearing, Congresswoman Velazquez asked me for details as to efforts I
had made to purchase the material that is the subject of the exclusion
requests from domestic sources. I was not able to provide many details at
that time because A. J. Rose does not purchase steel directly from steel
producers -- rather, A. J. Rose purchases steel through its steel processor,
Chesterfield Steel. As discussed below and in detail in Appendix A to this
letter, Chesterfield has made repeated efforts over the last several months to
purchase steel for A. J. Rose from U.S. steel producers, but these efforts
have been unsuccessful. Notwithstanding their clear inability to supply my
company’s needs, domestic steel producers filed objections to all of A. J.
Rose’s product exclusion requests.

A. J. Rose filed product exclusion requests for seven products. These were
designated as product exclusion requests N-330.01--.07. Chesterfield, our
steel processor/supplier also filed exclusion requests on our behall with
respect to four of these products (exclusion requests N-374.01, N-374.02, N-
374.04, & N-374.07). Only two of these exclusion requests were ultimately
granted. (Chesterfield’s exclusion requests nos. N-374.01 and N-374.07
corresponding to A. J. Rose’s exclusion requests N-330.01 and N-330.03).

CORPORATE HEADQUARTERS WWW.AJROSE.COM

AVON PLANT

38000 CHESTER ROAD
AVON, OHIO. 44011
440/934-7700

CLEVELAND PLANT

3115 WEST 38th STREET
CLEVELAND, QHIO 44109
440/934-7700
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Letter to The Honorable Donald A. Manzullo, Chairman
House Small Business Committee
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Unfortunately, the exclusions that were granted were subject to quantitative
limitations that are far below our annual requirements. We do not know the
basis for these quantitative limits. We received no relief with respect to our
five other product exclusion requests. ’

As my testimony before the Committee indicates, A. J. Rose specializes in
manufacturing tight tolerance metal stampings, air bag components, and
spun-formed products for the automotive market, OEM and aftermarket.
Qver 90 percent of our products are components used in motor vehicles,
running at very high RPM’s. Needless to say, the need to produce safe and
reliable products is of the utmost importance. Therefore, it is critical that we
use hot-rolled material with the guaranteed tight tolerances and unique
characteristics we need. Unfortunately, U.S. producers are currently unable,
or unwilling to produce products meeting these requirements.

As detailed in Appendix A, hereto, Chesterfield, our steel processor/supplier
has made numerous efforts to obtain the steel we need from domestic
sources. The domestic industry has either been unable or unwilling to
provide the exact specifications we need. The hot-rolled steel claimed by the
domestic industry to be interchangeable is not interchangeable and does not
meet A. J. Rose’s requirements, or the requirements of our customers.

The bottom line is that there seems to be little or no correlation between
what the U.S. domestic producers have claimed they can do in their
objections to our product exclusion requests and what they are willing to
commit to when contacted by customers.

At the hearing, Mr. Chairman, you generously offered to act as a broker with
domestic producers to help us obtain the steel we need. We would like to
take you up on this generous offer. Attached, in Appendix B, are
specifications for the steel we need. We would be happy to buy our steel
from domestic sources, provided they can meet our demanding
specifications.

We are very frustrated with the exclusion process. While we realize that we
were among the “lucky ones” in that we received exclusions on two of our
products, this may, in fact, be a hollow victory. Not only are the quantitative
limitations significantly below our annual needs, but under the current
system, there is no guarantee that we will ever benefit from this relief—
rather the benefit of the
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exclusions will simply flow to the first companies that happen to import the
specific product. Anyone can make use of these exclusions.

Clearly, a great deal of improvement is needed in the exclusion process.
However, our firm belief is that the early termination of the tariffs on steel is
the best solution for small business in America.

Thank you, Mr. Chairman, for your interest in, and support of, small
businesses that are suffering from the unintended consequences of the Steel

Section 201 tariffs.

Respectfully submitted,

David Pritchard
President and CEO
A. J. Rose Manufacturing Co.

Attachments



171

APPENDIX A

EFFORTS MADE TO OBTAIN STEEL FOR A. J. ROSE FROM U.S.
SOURCES

N 330.01

Bethlehem: Our steel processor contacted Bethlehem in July of 2002 to
request a quote on the exact specification. Bethlehem responded that it
cannot meet the specifications.

AK Steel: Our steel processor, Chesterfield, contacted AK Steel in July.
AK responded saying it does not make a non-earing product and that it
cannot make the grade requested.

US Steel: Our steel processor, Chesterfield, contacted USS in July asking
for a quote on our specifications and we were advised that the chemistry
is too restrictive to melt to, that at best they could only % standard ASTM
tolerances, and even with that to expect additional yield losses. The
further stated they did not make a non-earing hot roll. This directly
contradicts their objections.

Rouge: Our steel processor, Chesterfield, contacted Rouge in May and
July and was told that Rouge will not guarantee to make the part, that its
gauge tolerances would be guaranteed to % standard only (unacceptable
for our processing), that it would have to be allowed deviations in the
chemistry, and that it would not quote a non-earing product.

National: Our steel processor, Chesterfield, contacted National in April to
request a quote on this product and we were informed that National does
not have excess capacity to take on additional business. We were given
the same answer in response to an inquiry in July.

Nucor: Scrap-based mini-mills are not capable of producing the
restricted chemical composition requested and specified. Still, once we
found that Nucor claimed it could make the product, Chesterfield
repeatedly contacted the local Nucor representative and has received no
response.

These efforts are listed by A. J. Rose’s product exclusion request numbers.
We have limited our discussion to products that were also the subject of
product exclusion requests filed by Chesterfield Steel. For a description of
these products, see Appendix B.



172

o Weirton: Our steel processor, Chesterfield, contacted Weirton in May to
ask for a quote on this specification. We were told that Weirton is limited
in sizes, that chemistry restrictions and tolerances not only cannot be
guaranteed but must be waived, that they cannot do a tension leveled
item and that they are limited in grades and there is no availability they
can supply.

N-330.03

s Bethlehem: Our steel processor, Chesterfield, contacted Bethlehem in
July and August about this product and were told that they cannot
guarantee to make the part, cannot meet the thickness restrictions
and cannot provide non-earing steel.

¢ U.S. Steel: Our steel processor, Chesterfield, contacted U.S. Steel to
obtain a price quote on this specification and was told in April that
U.S. steel could not produce the material to the required chemistry
dimensions. This directly contradicts the assertion made by U.S. Steel
in its questionnaire responses that they make the exact product, and
has the capability to make the product, in the full range of sizes and to
the exact specifications as requested and that they have the exact
product in inventory.

» Rouge: Our steel processor, Chesterfield, contacted Rouge in May and
July and was told that Rouge will not guarantee to make the part, that
its gauge tolerances would be guaranteed to % standard only
(unacceptable for our customers), that it would have to be allowed
deviations in the chemistry, and that it would not quote a non-earing
product.

o National: Our steel processor, Chesterfield, contacted National in April
to request a quote on this product and we were informed that National
does not have excess capacity to take on additional business.
Chesterfield was given the same answer in response to an ingquiry in
July.

e WCI: WCI admits it does not produce, and does not have the
capability to produce, the exact product requested. The product
claimed by WCI to be interchangeable is not acceptable for deep draw
for the end-use applications of our customers.

e Nucor: Scrap-based mini-mills are not capable of producing the
restricted chemical composition requested and specified. Still, once we
found that Nucor claimed it could make the product, we repeatedly
contacted our local Nucor representative and have received no
response.
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N-330.04

Bethlehem: Our steel processor, Chesterfield, contacted Bethlehem in
July of 2002 to request a quote on the exact specification. Bethlehem
responded that it cannot meet the specifications.

Rouge: Our steel processor, Chesterfield, contacted Rouge in May to
obtain a price quote on this specification and was told that they
cannot guarantee the part, that gauge tolerances would be guaranteed
to Y% standard only (unacceptable for our process tooling), that they
could only aim to “minimize” earing, and that deviations would be
required for certain chemical restrictions.

National: Our steel processor, Chesterfield, contacted National in April
to ask for a quote on this specification. We were told that National has
no excess capacity to take on additional business. We were given the
same answer in response to an inquiry in July.

Nucor: Scrap-based mini-mills are not capable of producing the
restricted chemical composition requested and specified. Still, once we
found that Nucor claimed it could make the product, we repeatedly
contacted our local Nucor representative and have received no
response.

Weirton: Our steel processor, Chesterfield, contacted Weirton in May
to ask for a quote on this specification. We were told that Weirton is
limited in sizes, that chemistry restrictions and tolerances not only
cannot be guaranteed but must be waived, that they cannot provide a
tension leveled product and that they are limited in grades they can
supply. Weirton has also told us that it cannot provide non-earing
steel.

N330.07

Bethlehem: Our steel processor, Chesterfield, contacted Bethlehem in
July and was told that they cannot make the requested chemistry at
any of their facilities.

AK Steel: Our steel processor, Chesterfield, contacted AK Steel in July
to obtain a quote on this specification and was told that AK Steel
cannot provide the grade requested.

US_Steel: Our steel processor, Chesterfield, contacted U.S. Steel in
July and was told that they cannot produce the requested item.
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Rouge: Our steel processor, Chesterfield, contacted Rouge in May to
obtain a price quote on this specification and was told that they
cannot guarantee the part, that gauge tolerances would be guaranteed
to Y% standard only (unacceptable for A. J. Rose process tooling), that
they could only aim to “minimize” earing, and that deviations would be
required for certain chemical restrictions.

National: Our steel processor, Chesterfield, contacted National in April
to ask for a quote on this specification. We were told that National has
no excess capacity to take on additional business. We were given the
same answer in response to an inquiry in July.

Weirton: Our steel processor, Chesterfield, contacted Weirton in May
to ask for a quote on this specification. We were told that Weirton is
limited in sizes, that chemistry restrictions and tolerances not only
cannot be guaranteed but must be waived, that they cannot do a
tension leveled item and that they are limited in grades they can
supply.

Nucor: Qur steel processor, Chesterfield, contacted Nucor in July to
obtain a quote on this specification and was told that Nucor does not
produce the requested grade.
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APPENDIX B

PRODUCT DESCRIPTIONS FOR A. J. ROSE’S EXCLUSION

REQUESTS

EXCLUSION REQUEST N-330.01 - ASTM A1011 DS GRADE WITH
NON-EARING PROPERTIES

Hot rolled or hot rolled pickled and oiled tension leveled flat rolled steel
coils, guaranteed to make the part and with surface requirements
capable of being painted or plated for exposed applications in the as
received condition.

Tonnage Required

11,509 metric tons

Product Description

ASTM A1011 DS Type A with the following chemistry in percent by
weight: carbon .025/.064 (aim .045); manganese .175/.274 (aim .220);
phosphorus .017 max.; sulfur .020 max.; silicon .024 max.; aluminum
.025/.060 (aim .045); nitrogen .0025/.0050 (aim .0033); copper .040
max.; tin. 010 max.; chromium .040 max..; nickel .040 max.;
molybdenum .010 max.; columbium .005 max.; vanadium .005 max.;
boron .0005 max.; titanium .005 max.; and in the following gauges:

Applicable Gauges

0607 -0/+.005
069”7 =0/+.007
0727 —0/+.005
075"-0/+.007
.084” —0/+.005
.098” —0/+.008
.0985” ~ 0/+.007
.102"-0/+.007
1217 -0/+.005
12117 -0/+.005
.123” -0/+.005
.128” -0+.008
1677 =0/+.007
207" ~0/+.009
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EXCLUSION REQUEST N-330.02 - SAE J1392 070XLF MODIFIED

This is a special hot rolled, high strength, low alloy product used to
make deep drawn pressure vessel components for automotive air bags.

Tonnage Required

78 metric tons

Product Description

Hot rolled pickled and oiled flat rolled steel coils guaranteed to make the
part. Surface is equal to exposed. Thickness tolerance is less than one
half of standard thickness tolerance (ASTM 568).

Inclusion shape control by a calcium treatment with the following
chemistry in percent by weight.

Carbon 0.080 - .0100 (aim 0.100), manganese 1.370 - 1.500 (aim
1.440), phosphorus 0.020 max., sulfur 0.005 max., silicon 0.080 -
0.120 (aim 0.100), aluminum 0.015 - 0.055 (aim 0.030), nitrogen
0.0030 — 0.0060, copper 0.040 max., tin 0.010 max., chromium 0.040
max., nickel 0.040 max., molybdenum 0.010 max., columbium 0.040 -
0.050 (aim 0.045), vanadium 0.005 max., boron 0.0008 max., titanium
0.005 max., RB 88 MIN.

Applicable Gauges

1417 +.008”
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EXCLUSION REQUEST N-330.03 - SAE J1392 050XLF

This is a special hot rolled, high strength, low alloy product used to
make flow formed automotive components.

Tonnage Required

850 metric tons / 960 US tons

Product Description

Hot rolled flat rolled steel coils guaranteed to make the part. Surface
after pickling is equal to exposed. Thickness tolerance is one half of
standard thickness tolerance (ASTM 635).

Inclusion shape control by a calcium treatment with the following
chemistry in percent by weight.

Carbon 0.045 - 0.094 (aim 0.070), manganese 0.445 - 0.554 (aim
0.500), phosphorus 0.020 max., sulfur 0.005 max., silicon 0.030 max.;
aluminum 0.015 — 0.055 (aim 0.030), nitrogen 0.0050 max.; copper
0.040 max., tin 0.010 max., chromium 0.040 max., nickel 0.040 max.,
molybdenum 0.010 max., columbium 0.020 - 0.030 (aim 0.025),
vanadium 0.005 max., boron 0.0005 max., titanium 0.005 max.

Applicable Gauges

.310” 0/+.0127
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EXCLUSION REQUEST 330.04 - ASTM Al1011 CS GRADE WITH NON-
EARING PROPERTIES

Hot rolled or hot rolled pickled and oiled tension leveled flat rolled steel
coils, guaranteed to make the part and with surface requirements
capable of being painted or plated for exposed applications in the as
received condition.

Tonnage Required

11,509 metric tons

Product Description

ASTM A1011 CS Type A with the following chemistry in percent by
weight: carbon .025/.070; manganese .175/.274 (aim .220};
phosphorus .017 max.; sulfur .020 max.; silicon .024 max.; aluminum
.025/.060 (aim .045); nitrogen .0025/.0050 (aim .0033); copper .040
max.; tin. 010 max.; chromium .040 max..; nickel .040 max.;
molybdenum .010 max.; columbium .005 max.; vanadium .005 max.;
boron .0005 max.; titanium .005 max.; and in the following gauges:

Applicable Gauges

2447 —0+.012
2367 -0/+.012
3107 =0/+.012

3617 -0/+.018
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EXCLUSION REQUEST N330.05 - SAE J1392 060XLF MODIFIED

This is a special hot rolled, high strength, low alloy product used to
make deep drawn pressure vessel components for automotive air bags.

Tonnage Required

335 metric tons

Product Description

Hot rolled pickled and oiled flat rolled steel coils guaranteed to make the
part. Surface is equal to exposed. Thickness tolerance is less than one
half of standard thickness tolerance (ASTM 568).

Inclusion shape control by a calcium treatment with the following
chemistry in percent by weight.

Carbon 0.070 - .0110 (aim .090), manganese 0.175 - 0.274 (aim 0.220),
phosphorus 0.017 max., sulfur 0.020 max., silicon 0.024 max.,
aluminum 0.025 - 0.060 (aim 0.045), nitrogen 0.0025 — 0.0050 (aim
0.0033), copper 0.040 max., tin 0.010 max., chromium 0.040 max.,
nickel 0.040 max., molybdenum 0.010 max., columbium 0.005 max.,
vanadium 0.005 max., boron 0.0005 max., titanium 0.0005 max., RB
84 MIN.

Applicable Gauges

.134” +.008”
14117 + .008”
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EXCLUSION REQUEST N330.06 - SAE J1392 040XLK

This is a special hot rolled, high strength, low alloy product used to
make flow formed automotive components.

Tonnage Required

107 metric tons

Product Description

Hot rolled pickled and oiled flat rolled steel coils guaranteed to make the
part. Surface is equal to exposed. Thickness tolerance is less than one
half of standard thickness tolerance (ASTM 568).

Inclusion shape control by a calcium treatment with the following
chemistry in percent by weight.

Carbon 0.070 - .0110 (aim .090), manganese 0.175 - 0.274 (aim 0.220),
phosphorus 0.017 max., sulfur 0.020 max., silicon 0.024 max.,
aluminum 0.025 — 0.060 (aim 0.045}, nitrogen 0.0025 - 0.0050 (aim
0.0033), copper 0.040 max., tin 0.010 max., chromium 0.040 max.,
nickel 0.040 max., molybdenum 0.010 max., columbium 0.005 max.,
vanadium 0.005 max., boron 0.0005 max., titanium 0.0005 max., RB
84 MIN.

Applicable Gauges

.134” +.008”
.141” +.008”
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EXCLUSION REQUEST N330.07 - ASTM A1011 CS TYPE B MODIFIED

This is a special hot rolled product used in the manufacture of flow
formed automotive components.

Tonnage Required

173 metric tons

Product Description

Hot rolled or hot rolled pickled and oiled flat rolled steel coils guaranteed
to make the part. Surface is equal to exposed, or easily picked (HR) to
equal exposed. Thickness tolerance is one half or less than standard
thickness tolerance (ASTM AS68).

Chemical composition in percent by weight: carbon 0.080 - 0.100 {(aim
0.090), manganese 0.300 — 0.400 (aim 0.350), phosphorus 0.020 max.,
silicon 0.030 max.; aluminum 0.025 - 0.064 (aim 0.035), nitrogen
0.0050 max.; copper 0.070 max., tin 0.024 max., chromium 0.060 max.,
nickel 0.060 max., molybdenum 0.015 max., columbium 0.005 max.;
vanadium 0.005 max., boron 0.0005 max., titanium 0.005 max.

Applicable Gauges

3107 -0/+.012”
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SEWARD ScrRew PRODUCTS INC.

16377 THiRD STREET ® PO Box 86
SewARD, Il 61077

June 11, 2002

The Honorable Don Evans

Secretary of Commerce

Defartment of Commerce

14" Street and Constitution Avenue N.W.
Washington, DC 20230

Re: The unintended consequences of the 201 Steel Tariffs
Dear Mr. Secretary,

Thank you for the opportunity to present some observations and consequences of the recently
imposed steel tariffs.

Seward Screw Products, Inc. is a job shop that sells turned metal parts to Original Equipment
Manufacturers and tier one suppliers. Our family owned company was founded in 1954, and has
experienced several business cycles. Currently we employ 120 people.

Carbon stee] bars, tubing and stainless steel bars constitute approximately 90% of our raw
material requirements. Lately we have noticed increases between 1% and 40%on those
purchases. The majority of the products that we purchase have increased in cost between
3.6% and 7% and it is predicted will continue to rise to 10% or more yet this year.

Raw material cost represents between 25% and 40% of the price of our products. Thus we would
need to raise our prices from 1% to 3% just to stay even currently.

Our customers will not tolerate any price increases, because they have been unable to raise their
prices. We also have some customers who expect between 5% and 8% reductions in their costs
every year.

In addition to this dilemma, the steel producers have recently become very amogant. Lead times
have been lengthened, and availability of specialty items severely restricted. My discussions with
distributors, brokers, and cold finishing companies confirm these statements.

To make matters worse, small manufacturers that recently experienced 10% to 40% downtums in
their business, are either going out of business or have no profits to reinvest in newer technology.
Foreign competition has been devastating, and by adding the burden of a policy that discriminates
against them, definitely sends the wrong message to those struggling businesses, as well as the
rest of the business community and governments throughout the world.

Unfortunately, small businesses that disappear do not make headline news. They are a very
important part of the United States manufacturing base, and that base is eroding at an alarming
rate.

PHONE: 815-247-8411 ¢ Fax: 815-247-8443
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Automobile, truck, farm implement and appliance manufacturers are already planning higher
prices to offset the cost increases of flat stock. Contracts that have expired are not being renewed,
and some contracts are being rescinded by the steel mills.

In retaliation for the tariffs the American farmer is among the first to suffer. American exports
are being targeted by our trading partners, which upsets the dynamics of our free enterprise
system.

Inflationary pressures will trigger an increase in interest rates, further dampening recovery.
All Americans will pay for this event very soon.

We hope that the 201 Stee! tariffs will be rescinded soon before the situation escalates into a trade
war, and the whole world suffers.

Thank you for your time and consideration.

Yours truly,

Dbl

Lloyd E. Falconer
Secretary-Treasurer
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DRAWN STEEL & WIRE

1420 BARON STEEL AVENUE - TOLEDO, OHIO 43607 - (419) 531-5525 - Fax (419) 537-0754
8455 RONDA DRIVE - CANTON, MICHIGAN 48187 - (734) 455-3322 - Fax (734) 455-3615
7505 BARON DRIVE - CANTON, MICHIGAN 48187 - (734) 354-8100 - Fax (734) 354-8111

May 17, 2002

To our valued customers:

Due to continued raw material price increases and the effects of the Section 201 ruling,
Baron Drawn Steel Corporation must increase our prices as follows:

Effective June 1, 2002:

All shapes
1215 Billet Cast $1.25/cwt

1215 Bloom Cast $1.75/cwt
All other Carbon $1.25/cwt
Alloy $1.25/cwt
Leaded $1.50/cwt

If you have any questions please call me.

Regards,

Dave Gilb 6%1

Sales Manager



Dffice and Plant:
2800 South 81t Court
Cicero, lllinois 60804-3091

(708) 863-8000
(800) 323-2750
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STEEL COMPANY

TO OUR VALUED CUSTOMERS:

Maiting Address:

P.0. Box 5137

Chicago, linais 60680-5137
Facsimile:

(708) 863-1288

May 9, 2002

Due to a recent raw material increase, we are increasing our prices on cold finished steel bars
effective June 1, 2002 by $1.25 cwt. The grades affected by this increase are C-121.14 and all non-

icaded carbon and alloy steel bars.

If you have any questions concerning this, please contact your locai Corey representative.

RVN/mib

Yours truly,

Raymond V. Nadolny
Vice President-Sales
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July 18, 2002

Congressman Donald Manzullo
415 S. Mulford Road
Rockiord, IL 61108

Dear Congressman Manzullo:

I am writing to express our company’s dissatisfaction with President Bush’s decision to
taniff imported steel. We are a Rockford manufacturer that produces steel parts for a
variety of industries. Through June of this year, we were able to purchase coil steel for
$21.00 per one hundred pounds. Due to the President’s decision, our new steel price
effective Tuly 17 is now 331,62 per one hundred pounds. That's 2 50%-+ increase in our
cost of raw material!

We purchase approximately one million pounds of steel per year, so although we are
shopping to reduce our costs, we aren’t large enough to strong-arm our steel veadors.
Consequently, this price increase comes right off our bottom line. Another result of this
tarifFis that we are even less competitive versus other vendors outside the U.S.

In addition, we wanted to convey just how difficult it is becoming to remain a viable
manufacturer in America. One year ago, we sold a particular part for 9.2 cents sach.
Today, we must sell the same part for 4.7 cents each in order to keep the work from going
to Mexico. Our competitor in Mexico is paying his labor force 60 cents per hour. We
have worked hard in the past few years to reduce costs, become more lean, and re-
organize to meet such challenges, but we can only make so many cuts without affecting
our company's ability to perform.

Last week, we participated in a round table discussion with Chuck Sweeney of The
Register Star, along with several other Rockford area manufacturers. Their stories are the
same as ours. Despite being self-employed businessmen, many in the room were
questioning their ability to support President Bush in the next election given the results of
his tarifF decision. I’m concered that frustrated Republicans may stay home in the
upcoming election due to what is perceived as the increasingly anti-business climate in
Washington. Following are capies of two recent invoices for steel, showing our price
inerease. We would appreciate your thoughtful consideration of this matter.

Sincerely, g +%U/

Bret Rogers, Sales Director
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BLethlehem Steel/ Corporation

SUITE 550
1667 K STREET, N.W.

WASHINGTON, DC 20006

MAURICE E. CARINO, JR.
VICE PRESIDENT 4 H
FEDERAL GOVERNMENT AFFAIRS ;pETHEEHEN:
i STEEL

S

b October 4, 2002

PHONE: (202) 775-6211
FAX: (202) 775-8221

The Honorable Donald A. Manzullo
Chairman

House Small Business Committee
2361 Rayburn House Office Building
Washington, DC 20515

Dear Chairman Manzullo:

During at least two Small Business Committee hearings, on July 23 and September 25 of
this year, you publicly criticized the Bethlehem Steel Corporation from the chair. You
have accused Bethlehem of reneging on contracts, price gouging and profiteering in the
context of the safeguard remedy ordered by President Bush on March 3, 2002. I ask that
this letter be made a part of the record of both hearings, so that anyone relying on those
records to guide future actions or policy decisions will not be misled by your statements.

Following the September 25™ hearing, I met with the Committee’s deputy staff director,
Phil Eskeland, to obtain any information that would cause you to make-such serious and
degrading accusations. Mr. Eskeland provided me with a series of letters. One was from
Bethlehem to a service center announcing a price increase on existing orders.

The price increase was requested because of unscheduled shutdowns of the two blast
furnaces (iron making facilities) at our Burns Harbor plant. These shutdowns resulted in
an iron shortage of approximately 215,000 tons. Bethlehem was forced to buy slabs on a
rush basis in the open market. A significant price premium was paid to obtain a number
of the slabs. This added expense was the reason price increases were required. The
customers receiving these increases were not required to take any of the tonnage but
instead were free to purchase from other suppliers without any penalties. Bethlehem was
not price gouging, but instead was trying to recover unanticipated cost increases.

With regard to profiteering, Bethlehem is still not making a profit. Our second quarter
report showed a loss of $82 million. We anticipate an improvement in our third quarter
results but still expect to be operating in the red. Attached is a chart that shows
Bethlehem’s profits as compared to the 20 year average for hot rolled steel. Hot rolled
prices are quite representative of the steel market in general. The average includes both
spot and contract prices. You will note that it is only when prices are well above the 20
year average that profits can be made. The average hot rolled price today is still below
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the 20 year average — further proof that price gouging and profiteering is not taking place.
You can also see from the chart that steel was being sold at unsustainably low prices prior
to the President taking action under the trade safeguard laws. Approximately 35 steel
companies went into bankruptcy during this period, resulting in the loss of more than
50,000 jobs.

Mr. Chairman, you blame the President for the price increases that have occurred in the
steel market because of the import tariffs he imposed. Yes, the tariffs have helped to
restore prices as was intended by the President’s action. It was not, however, the only
factor causing price increases. One major factor you have failed to recognize is that price
increases were also caused by reductions in supply when a number of steel companies
went out of business because of the onslaught of imports. Millions of tons of domestic
capacity shut down. Had the President not acted, there is no doubt that other steel
companies would have been forced out of business, resulting in further supply shortfalls
and additional price increases.

I hope this information helps you, the Committee, and anyone reviewing the record of the

hearings to make an accurate assessment of the situation, on which any appropriate action

or sound policy decision must depend. Again, I request that you include this letter as part

of the record for both hearings in which your criticisms were made and your allegations

leveled.

If you would like additional information, I will be more than happy to furnish it.
Sincerely,

i s

Enclosures
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DONALD A, MANZULLO, ILumois NYDIA M. VELAZQUEZ, New Yorx

CHAIRMAN

Congress of the Wnited States

Fouse of Representatioes
107th Congress
Committee an Small Business
2361 Ragburm Fouse Office Building
AWashington, DE 20515-6315

SMALL BUSINESS COMMITTEE MAJORITY STAFF RESPONSE
TO BETHLEHEM STEEL CORPORATION SUBMISSION FOR THE
RECORD

October 4, 2002

On September 27, 2002, Maurice Carino, Jr., Vice President of Federal
Government Affairs of the Bethiehem Steel Corporation met with the Deputy Staff
Director and Policy Director of the Small Business Committee of the House of
Representatives, Phil Eskeland. At that time, Mr. Eskeland provided Mr. Carino with a
series of letters documenting instances of where small steel-using manufacturers were
complaining of price increases from steel companies, and Bethlehem Steel in particular.
Many of these letters are contained in the appendix section of the Fuly 23, 2002 hearing
record (Hearing Report #107-66). Most are general in nature because many of these
small companies fear documenting their allegations because of possible retaliation from
the larger steel companies.

In his October 4™ response, Mr. Carino answered just one of the instances cited
by one of the letters submitted for the July 23" hearing record. However, the response
illustrates the points made by Chairman Donald Manzullo. It appears from the
description in Mr. Carino’s letter that Bethlehem Steel was forced to pay a higher price
for slab on the open market because of a shortage of supply due to unscheduled
shutdowns of two blast furnaces at Bethlehem Steel’s Burns Harbor plant. However,
unlike many of the small steel-using manufacturers who have testified or submitted
statements before the Committee, Bethlehem Steel was able to pass this price increase
along to their customers. Mr. Carino’s response is silent on the allegation by small steel-
using manufacturers that contracts were broken to pass along this price increase.
Unfortunately, many steel consumers cannot unilaterally pass along price increases.
Because many small steel-using companies have entered into long-term contracts with
their customers, most are unable to “recover unanticipated cost increases” from the
higher steel prices. In fact, these small manufacturers are forced to absorb these steel
price increases and then offer further price reductions on their final product to their larger
customers while also trying to remain competitive against foreign producers who do not
have to pay higher prices for steel.
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Finally, it should be noted that about 1.5 million tons, or half of the total volume
of the exclusion requests from the steel temporary safeguards granted by the U.S.
government, was awarded for the sole use of U.S. steel companies. These exclusions
were for slabs (the product made at the Burns Harbor plant) and flat-rolled products to be
further processed by U.S. steel companies into finished steel products. However, many
exclusion requests by small steel-using companies were not granted based on, in some
cases, misrepresentations by some U.S. steel producers that they could supply the
particular steel product subject to the exclusion request in sufficient quantities to mest
demand (i.e., the problem facing Mastercoil Spring of McHenry, IL referenced in the
Chairman’s opening statement).

Hopefully, this information will provide further clarification for the hearing
record. The Committee also awaits the response of Bethlehem Steel and other steel
companies to the other allegations of broken contracts, price gouging, and their actions
during the exclusion process.
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