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Mr. Chairman, I want to thank you for inviting me to submit testimony on behalf of the Alliance for American Manufacturing at today’s hearing. My statement will focus on the state of American manufacturing and steps that state and federal policymakers can take to boost job creation within the sector. In particular, I will outline ways to ensure that tax dollars spent on materials for infrastructure projects and other government purchases are directed towards goods made by companies and workers in Nebraska and elsewhere in the United States. Simply put, it makes no sense to send our tax dollars abroad to support the creation of jobs for workers in foreign factories. We hope you will agree.
First, I would like to introduce the Alliance for American Manufacturing (AAM) to you. We are a partnership formed in 2007 by some of America’s leading manufacturers and America’s largest industrial union – the United Steelworkers – to work in a cooperative, nonpartisan way for one goal: strengthening American manufacturing and therefore our nation’s economic and national security. Our mission is to provide policymakers like you with useful analysis of the issues, as well as innovative policy ideas to move us toward effective solutions.

STATE OF AMERICAN MANUFACTURING

Manufacturing is the backbone of our economy, spurring job creation and innovation. American manufacturers are responsible for 70 percent of the research and development performed by industry in the United States; roughly 90 percent of all patents filed come from the manufacturing sector; and American manufacturers are the leading buyers of new technology in the United States. American manufacturing directly employs 11.7 million Americans and directly supports millions of additional jobs in other sectors. American manufacturing has a higher multiplier effect than other sectors, supporting four to five jobs indirectly. And manufacturing jobs also pay better wages – 22 percent higher on average – than other sectors and are more likely offer better training.

Unfortunately, the last decade has not been a kind one for American companies and their workers. Well over 5 million American manufacturing jobs have been eliminated in the last 10 years; that represents a third of all manufacturing jobs in this country. Over 50,000 manufacturing facilities have closed over last ten years.

Our trade deficit with China alone has climbed steadily since it joined the World Trade Organization in 2001 – from $83 billion in 2001 to a record $273 billion in 2010. According to the Economic Policy Institute, 2.8 million American jobs were lost or displaced from 2001 to 2010 due to our massive and growing trade deficit with China – fueled by currency manipulation and other illegal, protectionist trade practices that put American producers at a significant disadvantage.

The decline in U.S. manufacturing has ramifications beyond just employment. As our manufacturing base continues to decline, our position as a world leader is put at risk. AAM polling shows that less than a third (32 percent) of voters believe the U.S. is the world’s strongest economy, with the plurality (39 percent) saying it is China. According to IHS Global Insight, the U.S. has already lost its position as the world’s largest manufacturing nation by output to China – a position held for 110 years. China surpassed Japan in 2010 to become the world’s second-largest economy by GDP, and according to the IMF, China could surpass the U.S. by as soon as 2015.
 
Aggressive steps must be taken to rejuvenate the productive sector of our economy. Our nation will never realize its full potential to grow the manufacturing sector of our economy without a robust strategy and aggressive set of public policies to complement private sector efforts by business and labor to maintain a globally competitive industry.
BUY AMERICA

The Federal and state governments are unique market participants in that they establish the laws regulating the way we produce goods while at the same time constituting the markets for these products. These are big markets. The Federal government, for instance, is the largest customer in the world. It would make sense then that U.S. state and federal procurement policies reflect U.S. and state policy priorities. As we develop our infrastructure, we should do so with a larger policy perspective in mind so that we don’t penalize domestic producers and encourage production overseas. But, that is exactly what happens when tax dollars are used to purchase products made overseas – our governments reward those companies who moved their operations, investment dollars, and jobs to foreign countries where they can disregard environmental and safety regulations with impunity and where inefficient energy processes are the norm. Our procurement policies should give a preference in taxpayer-financed spending for products produced in accord with U.S. environmental and workplace safety standards. When they don’t, they discourage production in the United States, potentially export U.S jobs, and condone production practices long since regulated into obscurity here in the United States.
When applied correctly, domestic content provisions maximize the use of American-made steel, concrete, glass, rubber, and other manufactured goods in the construction of public buildings and for roads, bridges, sewers, schools, and other infrastructure projects. For nearly 80 years, dating back to the Buy American Act of 1933, the federal government has had domestic sourcing – or Buy America – laws on the books to ensure that hard-earned tax dollars are reinvested in the American economy and that they create jobs in America and not abroad. To support our national security capabilities, Buy America laws were expanded in the 1940s to apply to defense spending. In the early 1980s, President Ronald Reagan signed into law an expansion of Buy America for highway and transit projects that are funded by federal grants. 

The effectiveness of Buy America laws on the federal level has been eroded over time due to various loopholes and other efforts to make it easier for foreign goods to be purchased instead of those made in Nebraska or elsewhere in the United States. And, on the state level, the patchwork of Buy America laws across the country means missed opportunities to support American companies and their workers. To realize the job creating and economy-expanding potential of Buy America preferences in our procurement laws, it is important that the preference apply to all manner of state infrastructure and spending programs in a way that maximizes domestic content. 
According to an AAM report entitled How Infrastructure Investments Support the U.S. Economy, 18,000 new jobs would be created for every $1 billion in new infrastructure spending on our nation’s transportation, energy, water systems, and public schools. Other estimates are even higher at 35,000 jobs per $1 billion spent. Yet, of greater importance, when the use of U.S.-made materials is maximized with a strong Buy America provision, manufacturing employment gains from infrastructure investment increase by up to 33 percent.
Buy American policies are effective tools to stimulate a nascent industry and create jobs. For instance, a recent report by the Duke University Center for Globalization observes, “[d]omestic content requirements have helped develop a robust U.S. component supply chain and give vital opportunities to U.S. firms.” Over the long term, sustained government investment in our crumbling infrastructure network, coupled with strong Buy America laws, presents an opportunity to expand supply chains and create desperately-needed manufacturing jobs in the United States.
To anyone who questions the effectiveness of our Buy America laws, perhaps suggesting that they are not achievable, desirable or realistic or that the U.S. does not currently have sufficient capacity to meet a particular domestic content threshold, I would respond by reminding them that domestic content laws merely create a preference, not a mandate or a requirement, for American-made goods when they are available and competitively priced. To alleviate any short-term market limitations, our Buy America laws have been carefully crafted to provide common-sense waiver flexibility in instances when excessive cost or limited product availability would be an impediment in the completion of a project.

BUY AMERICA IS TRADE COMPLIANT
Claims that Buy America stands in the way of balanced trade or that it somehow undermines our ability to access foreign procurement markets show a lack of understanding on the issue. Some critics of domestic preferences contend that other countries might retaliate by restricting U.S. imports. However, a recent Northeastern University report on the U.S. rail industry states, “many of the same countries that object to U.S. domestic content are far more strategic in developing their own industries.” If the U.S. is to compete internationally, then it must adopt more strategic, trade-compliant policies that foster and don’t disadvantage U.S. manufacturing.  To be clear, our Buy America laws are 100% compliant with our international trade obligations.

BUY AMERICA WORKS

There are numerous examples of how an effective Buy America policy promotes the development of domestic supply chains, benefiting the American worker. More than 30 foreign and domestic rail manufacturers and suppliers have already committed to locating or expanding their base of operations in the U.S. if given the opportunity to supply components for new high-speed rail development.  In fact, the recent study released by the Duke University found that it is “largely thanks to Buy America that the domestic supply chain is already quite well developed.” For instance, Siemens is manufacturing train cars and other equipment in Sacramento, California; CAF is manufacturing train cars and other equipment in Elmira, New York; Caterpillar/EMD is building a locomotive assembly plant in Indiana; and Steel Dynamics, Inc. is expanding a steel manufacturing plant in Columbia City, Indiana. 


Meanwhile, to support new demand for streetcar projects, Oregon Iron Works is building the 
first modern streetcars in the U.S. in over 60 years. This would not have occurred if not for our Buy America laws, which have helped to spawn a robust domestic supply chain ranging from front and rear shell pieces that are made in Oregon to wheel sets with gear boxes made in Pennsylvania to seats made in Michigan to flooring materials made in Wisconsin.
PUBLIC SUPPORT

Public support for Buy America laws could not be stronger: 91 percent of voters said they support policies to ensure that their tax dollars are used to buy American-made materials – this includes 94 percent of Democrats, 88 percent of Independents, 90 percent of Republicans, and 89 percent of Tea Party supporters. Thus, following passage of the Recovery Act in 2009 which directed substantial spending through the states, it was no surprise that over 500 state and local governments passed Buy America resolutions of their own seeking to direct spending towards job creation in their region. Meanwhile, Americans feel strongly that American-made goods are of the highest quality: 90 percent of voters have a favorable view of American manufacturing companies – up 22% from 2010 – and 97 percent have a favorable view of U.S.-made goods – up 5% from 2010.
PASS A STRONG BUY AMERICA LAW
AAM supports the passage of a strong Buy America provision into state law to ensure that Nebraska tax dollars create jobs in the United States and are not needlessly directed to support production in China and other foreign factories. We suggest modeling legislation after the federal statute used by the U.S. Department of Transportation. As mentioned previously in my statement, waivers should be allowed to account for short-term limitations in instances when availability or unreasonable cost merits the sourcing of materials from outside the United States. Over the long-term, the development of domestic supply chains will alleviate such gaps.
It is worth noting that when a legislature of a state adopts a statute that is clearly modeled after one in another jurisdiction, the courts of the adopting state usually follow the original jurisdiction’s construction of that statute. Indeed, it is a general rule of statutory interpretation that judicial and administrative interpretations of federal statutes are useful to construe state statutes modeled after federal acts. Courts will look to factors such as the similarity in language to determine whether an act was copied from another state or the federal government. By adopting key federal statute language in its own domestic preference legislation, a state administrative body or court administering or reviewing the law will be more inclined to interpret it in conformance with long-standing federal Buy America laws and practice to provide for continuity and predictability in the application of Buy America.
PROMOTE WAIVER TRANSPARENCY

We also recommend a transparent and public reporting of waiver requests and disclosure of waivers if and when they are granted. Doing so would provide a clear process by which to notify the public of a request or determination to waive that law, and to permit the public an opportunity to review the request or determination and to refute the claims underlying the waiver request. Under most domestic content laws, waivers may be granted if the needed product is believed to not be made in the U.S. in a sufficient quantity or quality, or if the product is not deemed to be available within a reasonable cost threshold. This approach to waiver transparency is similar to the highly-successful and similar practice used by the U.S. Department of Transportation’s Federal Highway Administration.

TRANSPARENCY IN PROCUREMENT
Even with a Buy America law in place, questions can remain as to how vigorously they are enforced. Transparency in public procurement is an important tool to deter corruption and to maintain the public’s trust in government contracting. Taxpayers deserve an open and transparent accounting of how, and importantly, where their tax dollars are being spent. 

One option is to require the head of a state public agency to report the total number and value of contracts and subcontracts awarded to foreign contractors and suppliers. In short, we suggest giving taxpayers a transparent accounting of the amount of state procurement spending that is directed abroad rather than being reinvested with U.S. employers and workers. This approach is modeled after a similar procedure conducted by the U.S. Department of Defense. 
Another option is to permit the inclusion in procurement bids the consideration of the impact on U.S. jobs posed by the award of a contract. Specifically, this would permit bidders to insert a “jobs impact statement” in bids that include information on the number of jobs expected to be created in the United States, or the number of jobs retained that otherwise would be lost, if the contract is awarded to the offeror. Similar legislation is currently pending in the U.S. Congress.
The Alliance for American Manufacturing stands ready to assist in the development of these recommendations and we thank you for the opportunity to share our views on the state of American manufacturing and steps that can be taken to boost production and employment within the sector.
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