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United States Tariff Commission
Washington, D.C.
. [AA1921-141]
October 21, 1974
Wrenches, Pliers,:Screwdrivers, and Metal-cutting Snips
‘ ' and Shears from Japan '

Deterﬁinafiﬁnzof No'Ihjufy.dr Likelihood Thereof
or Prevention of Establishment

The Treasury Department advised the Tariff Commission on July 19,
1974, that wrenches, pliers, screwdrivers, and mefal-cutting snips and
shears fromAJapan are being;‘or;arezlikély:to;bg,~sold in the United
States at less than fair value within tﬁe meaning of the Antidumping
Aét of 1921, as amended. In accordance with £he requirehents of
section 201(aj of the Antidumping Act (19 U.S.C. 160(a)), the Tariff

Commission instituted investigation AA1921-141 to determine whether an
industry in the United States is being or is likely to be injured, or
is prevented from being established, by reason of the importation of
such merchandise into the United States.

Notice of the institution of the investigation and of a public
hearing to be held in connection therewith was published in the Federal
Register of July 30, 1974 (39 F.R. 27614). The hearing was held during
August 20-23, 1974. |

In arriving at its determination, the Commission gave due consid-
eration to all written submiésions from interested parties, evidence
adduced at the hearing, and all factual information obtained by the
Commission's staff from questionnaires, personal interviews, and other

sources.



On fhe basis of the investigation, the Commission.l/_has unanimously
determined.thatlan industry in the United States is not being injured or
is not likely to be injured, or is not prevented from being established,
by'reason of the importétion of wrenches, pliers,'screwdrivers and metal-
cutting snips and shears from Japan that»are being, or are likely to be,
soid at less than fair‘value within the meaning of the Antidumping Act,

1921, as amended.

1/ Commissioner Minchew did not participate in the decision.



Statement of Reasons for Negative Detenmxnation of
Chairman Bedell, Vice Chairman Parker, and
‘CommiSSLOners Moore and Ablondi

The Antidumping Act, 1921, as amehded,,requires that the Tariff
Commission find two conditions satisfied before an affirmative determina-
tion can be made. First, there must be injury, or likeiihood of injury,
to an industry in the‘United States, or an industny in the United States
must be prevemted from béing established, Second, such injury or likeli-
hood éf injury or prevention of establishment of an industry E/ must be
"oy reason of" the importation into the United States of the class or
kind of foreign merchandise which the Secrétary of the Tfeasur} has de-
termined is being, or is likely to be, sold at less than fair value (LTFV).

Cn the basis of the investigation, we have determined that an industry
in the United States is not being; nor,is it likély‘to be, injured by
reason of importation of wrenches, pllers, screwdrivers, and metal-cuttlng
snips and shears from Japan found by the Secretary of the Treasury to have
been sold or likely to be sold at LIFV within the meaning of the Antigump-
ing Act, 1921, as amended. |

The domestic industry of concern in this investigation consists of
the facilities in the United States devoted to the production of wrenches,
pliers, screwdrivers, and metal-cutting snips and shears, Such articles
are produced at plants locatéd'throughout the United States. The domestic
industry produces primarily forged tdols,_whiie the Japanese articles sold at
less than fair value have been mostiy cast or parti& forged ané»caat.

Hand @ools, including the types found b& the Treasury to have beén

sold at less than fair value; are sold in the United States in several

1/ Prevention of the establishment of an industry is not an issue in
the instant case and will not be discussed further.



differentiated markets-~a market for higher priced, professional-quality
tools of the types considered here serviced primarily by hardwere stores;
one for mid-priced, medium-quality tools serviced pre&ominantly by de-
partment stores- and one for low-priced, low-quality tools serv1ced
mostly by discount outlets, drug stores, and supermarkets. The bulk of
the domesﬁic tools (probably more than 75 percent) are sold in the mar-
ket for professional tools, and most of the remainder in the market for
medium~quality toolg. In contrast, the Japanese tools sold at less than
fair value are sold.chiefly in the market for low-priced tools.

Sales éf tools in department stores, drug stores, supermarkets, and
discount outlets.a;e a relatively.recent development, in contrast with
the more traditional hardware-store outlet., Sales in the newer outlets
comprise ﬁhe faétest growing segment of the market, Several importers
afe credited with the dévelopment of this market through such innovative
‘ﬁafketing devices as racking.a full line of tools in blistered cards,
which at the tiﬁe bf its introduction was untried by domestic hand-tool
ﬁ?oducers. The imported tools so marketed were genérally of a lower
quallty and price than the traditional professional tools.

In the perlod of this investigation, the evidence indicates that
the domestic 1ndustry has not been injured., Domestic shipments of the
tools involved increased consistently, being about 39 percent greater in
1973 than inll971. Exports of such tools by domestic producers increased
from $28 miliion in 1971 to $37 million in 1973 and further teo $27 millior
in the first half of 197L (when thqf equalled imports). The increased

demand for 'domestic products was reflected in higher unfilled orders,



which rose from an approximate 3 to 4 months bacidog at year-end 1971
"to 5 to 6 months at year-end 1973. There is no evidente of price de-
pression during the period Qf sales at LIFV, and no evidence of price
suppression with respect to wrenches, pliers, screﬁdrivers-, and metal-
cutting snips and shears. The prices of these tools produced domesti-
cally rose in line with the Bureau of Labor Statistics index of all
hand-tool prijces. The avér@ge profitability of the domestic hand-tool
industry was maintained during the Apariod of this investigation, 1971=73.
To the extent that some dome.stic producers experienced reduced operating
margins, these were found to be caused primarily by incresses in raw ma-
terial costs during the perlod of price controls, and, in one instance,
by a prolonEéd strike. There was no evidenéé of causality between LTFV
sales of hand tools from Japan at less than fair value and any decreased
profit margins.

The evidence before the Commission indicates not only that the do-
mestic industry has not been ixi,jur'ed, but that there is no li?elihood of
injury within the terms of the antidumping statute. Domestic shipments
of hand tools were higher in the first half of _197h than in the cor-
responding period of 1973, responding to increased domestic thion.
The prices ;':of both the domestically produced and Japanese hand tools
involved have contimied to rise, but the prices of the Japanese articles
have increased more steeply 'th'.an‘ those of the domestic. The steeper
| price increase for the Japanese articles gme&a_to have resulted mostly
from rapidly rising Japanese costs,.as well as ;t.he changes in th_e dollar-

yen exchange rate,



Conelusion :?

o We oonoluac"ﬁhgt: iﬁ%ﬁiﬁmitxv.; 18 not being:injured:or is not: likely.
té be injured by -reufon: of ‘thel’tmtsa,.of--'wronphéer,».ﬂ pliers;. screwdrivers;:. .
_ and .metal=cutting mipgaé md':v.ahe:ar'a-‘rrom:Japan-;»:tha‘t.z. 'a_ner_-—bei'ng.,z, or likely. -
to be, sold a.-__t.v'L'i‘FV v'ithiﬁ_;th‘e'_t'n‘saning of -the Antidumping Act, 1921;. as

amended,



Statement of Reasons for Negative Determination
of Commissioner Leonard
In my opinion, an industry in the United States is not being

~or is ﬁot'likely to be injured by reason of the importation of
wrencheé; pliers, écrewdrivers and metal-cutting snips and shears
from:Japéh that_are‘being, or are likely fo be sold at less than
f;irlﬁalue (LTFV) within the meaning of the Antidumping Act, 1921,
as amended. —( In reaching this determination, I have considered
.the.most:likely domestic industry to be affected by such imports
_to'consist'of all of tﬁe facilities in the United States engaged in
the produc;ion of wrenches, pliers, screwdrivers and metal-cutting
snips'and.shéars (hereinafter referred to as "the specified hand
tools'").- Approximately 50 U.S. producers account for about

95 peréent of total value of domestic shipments of tﬁese tools.

| 'Different»markefs

The specified hand tools from Japan sold, or likely to be sold,
at.LTFV generally are manufactured by different processes and are
designed forvavspecific market that is not fully serviced by the
bulk pf'the domestic tools. The Japanese énd domestic tools, in
'many cases; are not alike. The specified handvtool imports from
':JépaﬁAhave been largely concentrated in the 'do-it-yourself' household
méfkét which has not been supplied traditionally by U.S. producers.

These pbols are of lower quality and are relatively inexpensive.

1/ Prevention of the establishment of an industry is not an
issue in the instant case.



hOver 90 percent of the specified hand tools imported from Japan are
distributed to.theihousehold }m5£ké£. This household market is
serviced by retail outlets ‘such as discount stores, supermarkets
and drug ‘stores for sale to theioccasional user or impulse buyer
whose trade or profession doesnnot involve the regular uselof hand
tools. This market is generally characterized by itsldemand for
lower-priced hand tools.

Domestic manufacturers traditionally havelproduceovthetséecified
hand tools of high quality for professional use. The‘trauitional
markets for the bulk of the &omestically produced speeified handt
tools are indepeéndent distributors who sell to.hardmareastores éﬁ&
to department stores catering'to tradesmen such as.machinists::car-
penters, plumbers; and general repairmen. “Invl973; for e#ample, ~
over 75 percent of total domestic shipments were soldlfor'such‘trade
or professional use. . ' : ; S

Moreover,'domesticiproducers have alleged that theygcannot
manufacture profitably the lower quality, relatively .inexpensive ..
tools sold in the household'market because of prevailing U.S. labor
and materials costs. Distributors of the higher quality hand tools
generally buy comparatively small quantities.ofﬁtools of,Japanese
origin and then only to_supplement domestic productslines‘or.for-.
the purpose of providing'tools for_immediateudelivery l/_when.domes-

tic hand tools are in short supply..

1/ The buildup-of foreign supplies by domestic distributors of hand
tools to insure immediate delivery is not typical of domestic versus
foreign competitive situations. Generally, domestic products are

relied upon for rapid delivery, and foreign goods require longer lead
times.



No_injury

Strong market demand for the specified hand tools of all quali-
ties is illustrated by the increase in apparent domestic consump-
tion over the period of 1970-1973. In dollar terms, overall domes-
tic consumption of the tools covered by this investigation were 66
percent larger in 1973 than in 1970. Consumption of wrenches in-
creased 76 percent; pliers, 26 percent; screwdrivers, 6 pefcentg
and metal-cutting snips and shears, 58 percent. Domestic shipments
of the specified hand>tools rose because of increased demand. Do-
mestic shipments of wrenches increased 66 percent; pliers, 31 per-
cent; screwdrivers, 66 percent; and metal-cutting snips and shears,
.52 percent., Thus; the increase over the period 1970-73 of domestic
shipments of the specified hand tools was similar to the increase
in total consumption, Imports took a slightly larger share of con-
sumption during this time, and whatever increase imports were able
to register in their share of the market seems to have been due to -
the inability of tﬁe domestic producers to satisfy the increased
demand . | |

Unfilled domestic orders for each type of tool increased in
1972 and, with the exception of screwdrivers, again in 1973. In-
ventories of domestic producers began to decline in 1973 as cémpared
wiﬁh 1972. The combined effect of increased shipments, increased
bgcklogs of unfilled orders reported to the Commission by pnoducers

(confirming the claims of distributors), declining inventories and
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temporary shortages.of :component materials during 1973974 resulted
in lengthened delivery times for the specified domestic hand tools.~
and contributed to the demand for imported tools,

During the 1970-1973 period, U.S.wexports of alinhese,toois ‘
. increased hy about 44 percent. :Exports exceeded imports-in 1970
and 1971 and again during‘the first 6(months?offl974.. Due to the
increase in demand for the:specified‘hand tools35domestic producers
haVe.enlarged.existing production facilities, undertaken new plant
construction, and registered increases in mamhours of production-
related workers for the years, 1972 and 1973. |

~ There has been no price.depression, as_prices‘of the specified

donestic hand-tools generally rose betueen 1971 and 1974. Similarly,
there appears to be no evidence of price suppression —  Prices
for all 1ndustr1al commodities advanced 7 9 percent from 1971
through 1973, with price advances for ali hand;tools averaging
8.7 .percent. In such a situation, it.is difficult to conceive of
any price suppression. .

The lack of injury to the domestic industry is also reflected

in its financial experience.. As a:share’of net.sales, net operating

1/ For a discussion of price-depressionzand: ‘price ‘suppression,
see: Metal Punching Machines, Single=End-Type;.Manually Operated,
from Japan ... . Investigation No. AA19212133 Under the Antidg;ping
Act, 1921, as Amended, TC Publication, 640;:19745.pp.-5-6.
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'.profits of the domestic manufacturers whefe the specified Hand
tools were produced averaged 11.8 percent in 1971, 12.9 percent

in 1972, and -11.8 percent in 1973. Although profits in 1973
failed to ipcreasefwith increased sales, rising material'costs

and price éontrol regulation were_at_least.in part responsible

for the reduction. For the period 1971-1973, the operating profit
ratios for the domestic manufacturers of the spécified hand tools

were equal to or better than other U.S. industries.

_No likelihood of injury
For there_to be likelihood of injury, there must be a realistic
’ connectién between a situation that presently exists and what will
pfobably happen should the p;esgnt situation continue. A trend
thaflindicates future injury musf be shown. Given the evidence
developed in this investigation, such a connection, suéh a trend,
cannot be made. It would be a flight of fancy to forecast injury
to the domestic industry in the future based upon the‘infofmation
at hand,.

Demand for the specified hand tools as measured by apparént
. domestic consumption continued to increase in the first half of 1974
as compared with the first half of 1973, and so did domestic ship-
ments. Prices of both the specified domestic and Japanese hand
tools haveAcontinued to increase. The two currency revaluations

affecting the relationship between the dollar and the yen and
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‘rapidly rising Japanese costs By"theiendAof'1973‘had:subatantially
reduced. price differentials between the speéified'domeetie and
Japanese hand tools wherever they competed. During the iZ-month
pe:iodAJune,1973-June 1974; Japanese:prices genefail& rose ae a

.steeper rate ‘than did U.S. prices for the specified hand'todls,

éonclusion

Accordingly, for the reasons indicated I conclude that .an
industry is not being injured or is not likely to be injured or is
not prevented from being established by reaaon'of'the-importation
of wrenches, pliers,. screwdrivers, and metal-cutting snins and
shears' from Japan that aré being, 'or are likely to be, sold at LTFV

thhin,the meaning of the Antidumping Act, 1921, as amended



