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THURSDAY, SEPTEMBER 6,  2007 

 
 
U.S. -CHINA ECONOMIC AND SECURITY REVIEW COMMISSION 
      Washington,  D.C.  
 
 
 
 The  Commiss ion met  a t  the  Univers i ty  of  Nor th  Carol ina  a t  
Chapel  Hi l l ,  The Kenan Ins t i tu te  of  Pr ivate  Enterpr ise ,  Kenan 
Conference  Center ,  Chapel  Hi l l ,  Nor th  Carol ina  a t  8 :30 a .m. ,  Chairman 
Carolyn Bar tholomew,  and Commiss ioners  Jef f rey  Fiedler  and Kerr i  
Houston (Hear ing Cochairs ) ,  pres id ing.  
 
 

OPENING REMARKS OF CHAIRMAN CAROLYN 
BARTHOLOMEW  

 
 CHAIRMAN BARTHOLOMEW:  Good morning,  everyone,  and 
welcome to  our  hear ing.   My name is  Carolyn Bar tholomew.   I 'm the  
chai rman of  the  U.S. -China  Economic  and Secur i ty  Review 
Commiss ion.   We are ,  as  many of  you know,  an  advisory  body to  the  
U.S.  Congress .   We were  crea ted  by legis la t ion  in  2000 to  advise  
Congress  on pol icy  toward the  People 's  Republ ic  of  China .   We hold  
e ight  hear ings  each year ,  and we produce  a  book- length  annual  repor t  
to  Congress ,  which inc ludes  our  recommendat ions  for  legis la t ion  and 
other  ac t ions  re la ted  to  U.S.  pol icy  on China .  
 One of  those  hear ings  each year  i s  dedica ted  to  going out  to  a  
s ta te  in  the  country  and l i s tening to  wi tnesses  and c i t izens  of  tha t  
s ta te .   We have been to  Dearborn ,  Michigan,  to  Akron,  Ohio ,  to  
Seat t le ,  Washington,  nor thern  Cal i fornia ,  southern  Cal i fornia ,  
Columbia ,  South  Carol ina ,  and th is  year  I  am very  p leased to  say  tha t  
we are  here  in  Nor th  Carol ina .  
 I  should  point  out  tha t  I 'm not  a  newcomer  to  the  Tarheel  Sta te .   
I  a t tended graduate  school  up  the  road a t  Duke Univers i ty .   I  have  
many fond memories  of  Nor th  Carol ina ,  especia l ly ,  of  course ,  the  
basketbal l  teams.  
 I  would  most  par t icular ly  l ike  to  thank today Mr.  Tom Mart ineau 



 

 

for  the  work he  has  done in  coordinat ing  the  hear ing,  providing the  
meet ing room and many of  the  ar rangements ,  and for  sugges t ing  
wi tnesses  for  our  hear ing.  
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 He seems to  wear  many hats  here  a t  the  Univers i ty :  China  
Projec ts  Manager ;  Associa te  Provost  for  In ternat ional  Affa i rs  and for  
the  Ins t i tu te  for  Global  Heal th  and Infect ious  Diseases .   He took t ime 
f rom his  busy schedule  to  help  us ,  and for  tha t  we are  gra teful .    
 We want  to  thank a lso  the  Univers i ty  of  Nor th  Carol ina  for  
hos t ing  the  Commiss ion on th is  beaut i fu l  and amazingly  growing 
Chapel  Hi l l  campus.  
 With  tha t ,  le t  me in t roduce  the  cochai rs  of  today 's  hear ing:   
Commiss ioner  Kerr i  Houston who is  s tanding in  for  Dennis  Shea ,  who 
had an  emergency and was  unable  to  be  here  today;  and Commiss ioner  
Jef f  Fiedler .   Thank you.   Kerr i .  
 
OPENING STATEMENT OF COMMISSIONER KERRI HOUSTON, 

HEARING COCHAIR 
 

 HEARING COCHAIR HOUSTON:  Thank you.   Hel lo  and thank 
you a l l  for  coming.   The Commiss ion chose  Nor th  Carol ina  for  i t s  
annual  f ie ld  hear ing because  i t  has  a  grea t  deal  of  exper ience  wi th  the  
chal lenges  of  g lobal iza t ion  and wi th  compet i t ion  f rom China  which i s  
rapidly  developing in to  the  wor ld 's  fac tory  f loor .  
 As  we wi l l  hear  dur ing th is  hear ing,  the  c lo th ing and text i le  
manufactur ing indust ry  here  has  been forced to  re t rench.   Many of  i t s  
workers ,  among the  most  product ive  in  the  wor ld ,  have  to  f ind  o ther  
jobs ,  take  ear ly  re t i rement ,  lower-paying jobs ,  or  leave  the  s ta te .  
 Par t  of  the  problem we look forward to  hear ing more  about  i s  
tha t  there  i s  no  level  p laying f ie ld .   I t  i s  d i f f icul t  to  reach the  goal  l ine  
when you 're  forced to  run uphi l l  to  meet  your  opponent .   China 's  
indust r ies  benef i t  f rom di rec t  government  subsidies .   Many of  China 's  
indust r ies  are  the  government .   They a lso  benef i t  indi rec t ly  f rom an 
ar t i f ic ia l ly  depressed currency,  which they keep tha t  way and tha t  
makes  the i r  expor ts  cheaper  and ours  more  expensive .  
 The solut ion  i s  for  the  Chinese  to  a l low thei r  currency to  f loa t  
on  the  in ternat ional  currency markets ,  as  we 've  heard  through many of  
our  previous  tes t imonies ,  but  Bei j ing  has  refused to  do so .  
 The government  of  Nor th  Carol ina  cont inues  to  meet  the  
chal lenges  of  g lobal iza t ion  by recogniz ing tha t  the  fu ture  requires  
d i f ferent  sk i l l s  and we hope to  gain  a  lo t  of  informat ion about  how that  
i s  be ing done in  th is  s ta te  dur ing th is  hear ing.  
 We wi l l  be  hear ing jus t  how the  s ta te  through the  Research 
Tr iangle  h igh tech and bio tech is  providing graduates  of  i t s  excel lent  
col lege  sys tems wi th  las t ing  jobs  and the  communi ty  col lege  sys tem is  



 

 

also  help ing the  current  workforce  to  adapt  to  today 's  g lobal  pressures .  
 We look forward to  hear ing a  fu l l  day of  tes t imony today.  
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 Thank you.   I  wi l l  turn  i t  over  to  my cochai r ,  Commiss ioner  
Fiedler ,  for  h is  opening remarks .  

 
OPENING STATEMENT OF COMMISSIONER JEFFREY 

FIEDLER, HEARING COCHAIR 
 

 HEARING COCHAIR FIEDLER:  Thank you.   As  you have 
heard ,  the  Commiss ion is  here  in  Nor th  Carol ina  today to  gather  
informat ion on the  s ta te 's  economy which has  been buffe ted  by the  
winds  of  g lobal iza t ion ,  par t icular ly  those  f rom China .  
 Nor th  Carol ina 's  manufactur ing indust r ies  have  been par t icular ly  
hard  h i t .   I t s  c lo th ing and text i le  manufactur ing workforce  has  
shrunken dramat ica l ly ,  as  we wi l l  hear .   The wooden furni ture  indust ry  
has  been hard  h i t  by  impor ts  f rom China .   In  both  cases ,  Washington 
has  taken ac t ion  to  help  reduce  job  losses  and to  provide  for  those  who 
have los t  the i r  jobs .  
 We 're  going to  hear  f rom the  management  of  the  Research 
Tr iangle  Park .   The Park  i s  an  ear ly  ef for t  to  harness  the  power  of  
s ta te  government  and pr ivate  enterpr ise  to  crea te  a  la rge  technology 
and research  center  tha t  wi l l  cont inue to  a t t rac t  indus t r ies  tha t  a re  as  
ye t  only  a  g leam in  the  eye  of  some of  the  engineer ing s tudents  and 
sc ience  s tudents  here  a t  Chapel  Hi l l  and a t  Duke and a t  Nor th  Carol ina  
Sta te .  
 At  the  end of  today 's  sess ion,  we hope to  have an  open mic  
per iod to  hear  f rom others  who wi l l  have  f ive  minutes  each.   We have a  
regis t ra t ion  procedure  for  those  who want  to  regis ter  for  the  open mic .  
 I ' l l  g ive  you two gent lemen our  s imple  ru les .   We would  l ike  
tes t imony of  seven minutes  f rom each f rom you.   We' l l  put  your  formal  
tes t imony in to  the  record ,  of  course ,  but  we 'd  l ike  to  leave  t ime for  
each of  the  commiss ioners  who have f ive  minutes  each for  ques t ions ,  
and hopeful ly  we ' l l  have  enough t ime for  a  second round.  
 On our  f i rs t  panel  today we wi l l  be  hear ing f rom Rick Weddle .   
Mr.  Weddle  i s  the  Pres ident  and CEO of  the  Research Tr iangle  
Foundat ion,  the  owner  and developer  of  Research Tr iangle  Park .   He 's  
in  the  process  of  de termining the  Park 's  s t ra tegic  d i rec t ion  for  the  next  
50 years .   I  don ' t  know how you picked 50.  
 We are  a lso  for tunate  to  hear  f rom Dr.  Pat r ick  Conway,  an  
economics  professor  a t  the  Univers i ty  here .   His  research has  focused 
on the  in ternat ional  aspects  of  t rade  and f inance  wi th  developing 
countr ies .   Among those  topics  he  has  researched is  the  impact  of  
impor ts  on  Nor th  Carol ina 's  text i le  and appare l  indust r ies .  
 We ' l l  s ta r t  wi th  Mr.  Weddle .  
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PANEL I:   NORTH CAROLINA’S CHANGING ECONOMY 
 

STATEMENT OF MR. RICK L.  WEDDLE, PRESIDENT& CEO 
RESEARCH TRIANGLE FOUNDATION OF NORTH CAROLINA 

RESEARCH TRIANGLE PARK, NORTH CAROLINA 
  

 MR.  WEDDLE:  Good morning,  Chairman Bar tholomew,  
Cochairs  Houston and Fiedler ,  members  of  the  Commiss ion,  
d is t inguished gues ts  and vis i tors .   I  am Rick Weddle .   I  am pleased and 
honored to  be  here  wi th  you th is  morning and have the  oppor tuni ty  to  
address  th is  impor tant  Commiss ion.   One quick  response  to  the  50-year  
t ime f rame is  tha t  in  January  of  '09 ,  RTP wi l l  be  50 years  o ld ,  and so  
we are  beginning to  p lan  for  the  next  50  years .   
 In  the  t ime a l lo t ted  to  me th is  morning I  wi l l  t ry  to  address  my 
remarks  f rom the  perspect ive  of  my posi t ion  as  head of  the  Research 
Tr iangle  Park .   As  such,  you wi l l  note  tha t  I  am not  an  economis t  but  
ra ther  an  economic  developer .   I 'm not  someone who spends  a  lo t  of  
t ime th inking or  theor iz ing,  but  ra ther  a  lo t  of  t ime doing and working 
to  br ing new jobs  and economic  prosper i ty  to  Nor th  Carol ina  and the  
region.  
 As  you may know,  the  Research Tr iangle  Park ,  or  RTP as  i t ' s  
of ten  known,  i s  one  of  the  larges t  and oldes t  examples  of  s t ra tegic  
inves tments  in  educat ion  inf ras t ructure  and bus iness  c l imate  which can 
pos i t ive ly  impact  an  economy.   RTP's  success  was  bui l t  a round i t s  
f i r s t -mover  s ta tus  in  the  f ie ld  of  sc ience  parks ,  i t s  abi l i ty  to  bui ld  a  
cr i t ica l  mass  of  technology companies  and knowledge workers ,  and i t s  
l inkages  wi th  the  region 's  f ine  univers i t ies '  research and development  
s t rengths .  
 The bus iness  of  research parks  as  an  indust ry  i s  cont inuing to  
evolve  today,  as  many of  the  ear ly  developments  were  semi-urban in  
nature  wi th  a  re la t ive ly  smal l  and enclosed campus.  
 With  g lobal iza t ion  increas ing,  countr ies  and regions  across  the  
wor ld  are  us ing research  and sc ience  parks  as  a  way to  jump s tar t  the i r  
knowledge economies .   Newer  ent rants  in to  the  research park  market  
such as  China  are  developing research parks  on such a  huge sca le  tha t  
they are  changing the  market  dramat ica l ly .  
 RTP and other  research parks  wi l l  need to  adopt  and adapt  to  
changing market  condi t ions .   Our  abi l i ty  to  compete  wi th  the  Chinese  
and other  g lobal  models  and i t s  fu ture  success  wi l l  depend on our  
abi l i ty  to  marshal  our  asse ts  and to  re invent  ourse lves  to  be t ter  address  
these  changing global  and technology t rends .  
 RTP was  once  the  f i rs t  mover  in  research park  development  and 
i t ' s  long been viewed as  a  model  for  success .   I  can  repor t  to  you today 

 
 
 
  



 

 

tha t  we bel ieve  tha t  RTP and,  therefore ,  Nor th  Carol ina ,  i s  wel l -
pos i t ioned to  respond to  the  threa ts  presented  by global iza t ion ,  
speci f ica l ly  the  threa ts  of  China  as  a  research park  and economic  
development  compet i tor .  
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 Suppor t ing  data  for  my remarks  i s  inc luded in  a  de ta i led  paper ,  
which to  your  note  wi l l  not  be  gone into  in  grea t  de ta i l  but  has  been 
provided to  you.   That  paper  i s  broken down in to  four  fundamenta l  
par ts :  
 Overview and his tory  of  RTP,  which I  wi l l  not  cover  in  any great  
de ta i l ,  but  i t  i s  impor tant  to  note  as  you peruse  the  genes is  of  the  
Research Tr iangle  Park  and how i t  has  evolved over  t ime;  
 The impacts  of  RTP and the  t ransformat ional  na ture  of  i t  on  a  
regional  economy.   This  covers  how the  Park  has  had a  ro le  in  
changing the  face  of  a t  leas t  the  Research Tr iangle  region 's  economy 
and in  many ways  North  Carol ina .   
 S ince  1970,  the  Research Tr iangle  region has  evolved on the  
s t rength  of  ac t iv i t ies  a t  RTP f rom among the  poores t  in  Nor th  Carol ina  
and among the  poores t  in  the  southeas tern  Uni ted  Sta tes  in  terms of  
per  capi ta  income to  among the  r iches t  in  the  s ta te  and among the  
r iches t  in  the  southeas tern  Uni ted  Sta tes  as  compared to  the  nat ional  
per  capi ta  income.  
 That  has  been made poss ib le  pr imar i ly  because  of  the  sca le  and 
scope of  RTP and i t s  abi l i ty  to  es tabl ish  wel l -developed technology 
c lus ters  t ied  to  the  s t rengths  of  the  Research Tr iangle  univers i ty  
communi ty ;  
 The th i rd  par t  i s  a lso  RTP's  pos i t ion  in  the  changing landscape 
of  research parks  g lobal ly .  In  th is  sec t ion  I  a t tempt  to  descr ibe  how 
RTP has  evolved to  meet  the  new chal lenges  and demands  fac ing 
research parks ,  but  more  impor tant ly  for  today 's  d iscuss ion,  f raming 
the  compet i t ive  impact  of  China 's  research parks  both  on RTP and on 
North  Carol ina .  
 S ince  1970,  there  has  been a  17-fold  increase  in  the  number  of  
research parks  in  the  wor ld .   Today there  exis t  700 formal  research 
parks  across  the  g lobe ,  400 outs ide  of  the  Uni ted  Sta tes .  
 The vas t  major i ty  of  the  research parks  in  the  wor ld  are  less  than 
250 acres .   The average  s ize  in  the  U.S.  i s  about  f ive  hundred acres .   
RTP is  7 ,000 acres  which is  more  than twice  as  la rge  as  the  second-
larges t  park  in  the  Uni ted  Sta tes .  
 The sca le  of  China 's  development  i s  such tha t  fo l lowing the  RTP 
model ,  they have over  70 percent  of  the i r  parks  larger  than 250 acres ,  
many larger  than RTP in  and of  i t se l f .   So China  has  taken our  model  
to  the  n th  degree  i f  you wi l l  and has  expanded dramat ica l ly  on tha t  
over  the  las t ,  beginning in  1984 wi th  some of  the  large  parks  coming 
on l ine  in  tha t  regard .  



 

 

 The  o ther  impact  i s  the  f low of  R&D inves tment .   As  we have 
seen over  tha t  same per iod of  t ime,  China  has  now ecl ipsed both  the  
U.S.  and Japan in  terms of  R&D inves tment  of  major  projec ts  on  an  
annual ized bas is  as  evidenced by IBM's  Global  Inves tment  Locat ions  
Database  repor ts  tha t  a re  produced annual ly ,  which we t rack in  the  
economic  development  indust ry .  
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 Whi le  the  U.S.  remains  the  number  one  source  for  R&D 
inves tments ,  we now rank behind both  China  and India  as  the  locat ion  
for  such R&D inves tments ;  
 The f ina l  sec t ion  summarizes  and reaches  some conclus ions  
about  what  we can learn  about  the  RTP exper ience  going forward.   
There  are  impor tant  lessons  to  be  g leaned f rom th is  exper ience .   In  a  
g lobal ly  dr iven knowledge economy,  even the  most  compet i t ive  
regions  are  consis tent ly  chal lenged f rom above and threa tened 
aggress ively  f rom below.  
 I t  i s  d i f f icul t  to  d isplace  top  p layers  in  regional  compet i t iveness .  
 Yet ,  the  chal lengers  f rom below cont inue  to  advance .   The Research 
Park  model  i s  a  way to  meet  both  threa ts  by  cul t iva t ing  knowledge 
asse ts  of  a  region and a t t rac t ing  the  cr i t ica l  mass  of  h igh technology-
advanced companies  to  bui ld  a  region 's  base .  
 Regions  have  to  demonst ra te  the i r  unique  value  proposi t ion  to  be  
compet i t ive  in  a  wor ld  economy where  more  and more  opera t ions  can 
be  located  anywhere  around the  g lobe .   To compete  or  remain  
compet i t ive  as  a  locat ion  of  choice ,  regions  must  p lay  to  and enhance  
the i r  s t rengths .  
 RTP cont inues  to  engage wi th  i t s  top- t ier  research univers i t ies  
and bui ld  upon th is  cr i t ica l  mass  of  companies  and knowledge workers  
to  mainta in  i t s  pos i t ion .  
 In  essence ,  we present  to  you and submit  the  thought  tha t  the  
s t ra tegy tha t  Nor th  Carol ina  began and that  now many regions  in  the  
U.S.  are  pursuing to  remain  g lobal ly  compet i t ive  i s  the  same s t ra tegy 
that  i t  was  50 years  ago when the  Park  began,  and tha t  i s  the  s t ra tegy 
that  we th ink makes  sense  today,  which is  to  bui ld  upon these  
knowledge asse ts  and bui ld  upon the  s t rength  of  these  univers i t ies  to  
crea te  new clus ters  of  advanced technology opera t ions  to  be  
successful .  
 RTP and the  U.S.  research parks  have  much to  learn  f rom the  
Chinese  and what  i t  wi l l  take  to  compete  in  the  fu ture :  sca le ,  
n imbleness ,  speed- to-market ,  and f lexib i l i ty  to  a t t rac t  ta lent  and 
recrui t  expat r ia tes  to  re turn .   Jus t  as  the  manufactur ing sec tor  has  to  
re th ink and re tool  how i t  works  because  of  the  emergence  of  China  and 
global iza t ion ,  the  R&D sector  i s  a lso  being impacted  and must  respond 
accordingly .  
 RTP is  a  microcosm,  I  be l ieve ,  of  how regions  can and must  



 

 

compete  going forward.   So,  in  c los ing,  le t  me again  thank you for  the  
oppor tuni ty  to  address  today 's  meet ing,  and I ' l l  be  happy to  respond to  
ques t ions  speci f ica l ly .  
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[The s ta tement  fo l lows:] 1   
 
 HEARING COCHAIR FIEDLER:  Thank you very  much.   Dr .  
Conway.  
 

STATEMENT OF DR. PATRICK CONWAY, BOWMAN AND 
GORDON GRAY PROFESSOR OF ECONOMICS,  UNIVERSITY OF 

NORTH CAROLINA, CHAPEL HILL,  NORTH CAROLINA 
 

 DR.  CONWAY:  Commiss ioners ,  Chairman Bar tholomew,  sess ion 
Chairs ,  i t ' s  a  p leasure  to  be  here  to  speak wi th  you today.   I 've  worked 
a  grea t  deal  here  in  Nor th  Carol ina  wi th  the  non-durable  manufactur ing 
sec tor ,  speci f ica l ly  wi th  text i les ,  and I 'm qui te  p leased to  be  able  to  
share  my exper iences  wi th  you.  
 What  you ' l l  have  in  f ront  of  you is  a  background paper  tha t  
responds  to  Paul  Magnusson 's  reques t  tha t  I  look a t  the  economic  
evolut ion of  Nor th  Carol ina .   You ' l l  see  tha t  I  begin  wi th  a  ra ther  
broad overview,  and then I  focus  on manufactur ing,  as  we go ahead.  
 I  have  a  few handouts  here  for  those  who don ' t  have  the  paper  
copy.   I  apologize  in  advance  tha t   I  won ' t  be  able  to  s tay  through the  
whole  day.   I  do  have to  teach today.   I  a lso  not ice  I  have  a  number  of  
s tudents  here .   This  i s  a  very  valuable  exper ience ,  but  there  wi l l  be  o  
ext ra  credi t  for  th is .    
 Let  me begin  wi th  the  seven,  e ight  major  points  tha t  I  make in  
tha t  paper .   Then i f  you 'd  l ike  I  can  answer  more  deta i led  ques t ions  
dur ing the  ques t ion  t ime.   The f i rs t  point :   Nor th  Carol ina  over  the  las t  
40  to  50 years  has  grown more  rapidly  than the  country  as  a  whole .   I t  
s t i l l  remains  a  re la t ive ly  low income s ta te  as  measured by per  capi ta  
income,  but  i f  you look a t  Figure  1  in  my handout  or  in  my paper ,  
you ' l l  see  tha t  re la t ive  to  the  Uni ted  Sta tes  as  a  whole ,  the  popula t ion  
has  been growing and so  a lso  has  the  income per  capi ta  re la t ive  to  the  
res t  of  the  s ta tes .  
 That  growth towards  the  mean ended in  1999 and North  
Carol ina’s  share  in  the  to ta l  has  s tagnated  s ince  then.    The second 
point :   one  major  d i f ference  in  the  Nor th  Carol ina  re la t ive  to  o ther  
s ta tes  wi l l  be  seen in  the  manufactur ing  sec tor .   Whi le  the  ent i re  
economy of  the  Uni ted  Sta tes  has  been evolving over  the  las t  50  years  
away f rom manufactur ing and towards  agr icul ture  and services ,  Nor th  
Carol ina  has  been doing so  a t  a  much more  rapid  ra te .   I f  you look a t  
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Figure  3 ,you’ l l  see  the  percent  of  employment  in  manufactur ing for  the  
s ta tes  wi th  the  h ighes t  percentage  in  the  Uni ted  Sta tes  and then for  the  
U.S.  average .   I f  you look a t  the  bot tom l ine  in  tha t  f igure  indica tes  
tha t  the  share  of  manufactur ing employment  in  to ta l  employment  in  the  
Uni ted  Sta tes  as  a  whole  has  been decl in ing over  t ime f rom 1990 on.   
That ' s  due  to  the  fac t  tha t  manufactur ing has  been more  product ive  
than other  sec tors .   Therefore ,  employment  in  o ther  sec tors  has  
necessar i ly  had to  increase  to  meet  s teady demand growth in  a l l  
sec tors .  
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 The  heavy- l ine  super imposed upon the  o thers  a t  the  top  of  tha t  
d iagram is  the  share  of  manufactur ing employment  in  Nor th  Carol ina .   
As  you ' l l  note  in  1990,  Nor th  Carol ina  was  by far  the  larges t  s i te ,  the  
s ta te  wi th  the  grea tes t  concentra t ion  of  manufactur ing employment .  
 By 2005,  Nor th  Carol ina  had los t  tha t  pos i t ion  and,  in  fac t ,  had 
los t  ground a t  a  fa i r ly  rapid  ra te .   The reason for  tha t  i s ,  as  the  
commiss ioners  ment ioned a t  the  beginning,  the  fac t  tha t  Nor th  
Carol ina  among U.S.  s ta tes  has  specia l ized  in  non-durables  
manufactures ,  speci f ica l ly  text i les  and appare l .   Text i les  and appare l  
have  los t  U.S.  product ion a t  a  much greater  ra te  than o ther  
manufacturers  have .   To that  extent ,  Nor th  Carol ina  i s  the  s i te  of  much 
of  the  compet i t ion  tha t  we ' re  descr ib ing here ,  the  compet i t ion  wi th  
fore ign producers .  
 I t ' s  a lso  impor tant  to  not ice  tha t  tha t  ra t io  of  manufactur ing 
employment  to  to ta l  employment  wi l l  be  moving down for  another  
reason.  We have had ra ther  robust  growth in  o ther  sec tors  of  the  
economy.   I t ' s  impor tant  as  wel l  as  to note  tha t  Nor th  Carol ina  i s  a t  the  
nat ional  average  in  unemployment  ra tes .  
 This  i s  not  a  s ta te  l ike  Michigan,  for  example ,  in  which 
unemployment  ra te  i s  grea ter  than in  the  res t  of  the  country .   We 
s imply  have  our  unemployment  concentra ted  in  the  manufactur ing 
sec tors  whi le  in  const ruct ion  and in  many services ,  we have ra ther  
robust  employment  growth.  
 I f  you look a t  the  table ,  Table  1  in  the  paper ,  and you ' l l  f ind  tha t  
on  about  the  th i rd  page  of  the  handout ,  you ' l l  see  tha t  be tween 1990 
and 2001,  manufactures  growth has  been qui te  anemic ,  but  the  growth 
in  const ruct ion ,  t ranspor ta t ion ,  re ta i l  t rade ,  f inancia l  services ,  o ther  
services ,  even government ,  has  been much more  rapid .   This  i s  an  
economy in  t rans i t ion .   Unfor tunate ly ,  for  the  manufactur ing sec tor ,  
i t ' s  in  t rans i t ion  away f rom manufactur ing.  
 Thi rd  point :   I s  in ternat ional  t rade  the  cause  for  th is?   I t ' s  
cer ta in ly  one  of  the  causes .  The problem that  manufacturers  are  fac ing,  
which I 've  seen both  through the  s ta t i s t ics  and through my many 
in terviews wi th  text i le  and appare l  execut ives ,  i s  tha t  the  
manufacturers  are  caught  in  a  pr ice  sc issors ,  pr ice-wage sc issors .   



 

 

Wages  cont inue  to  r i se ,  not  rapidly ,  but  they cont inue  to  r i se  
throughout  the  economy,  even in  the  non-durable  sec tor .   In  the  per iod 
f rom 1997 to  2004,  they went  up by 25 percent  in  manufactur ing.  
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 At  the  same t ime,  pr ices  for  f ina l  goods  in  the  manufactur ing 
sec tor  have  s tayed roughly  constant  except  in  some niche  areas .   The 
reason for  tha t  cons tant  pr ice  i s  fa i r ly  evident .   There  are  a  la rge  
number  of  fore ign countr ies  able  to  provide  those  goods  a t  the  same 
pr ice ,  and they don ' t  have  the  same upward pr ice  pressure  tha t  exis ts  
wi th  the  wage growth in  the  Uni ted  Sta tes .  
 So i f  you look a t  Figure  6  in  your  handout  or  in  the  paper ,  you ' l l  
see  a  char t  tha t  I  prepared wi th  Rober t  Connol ly  of  the  bus iness  school  
here  f rom a  survey of  text i le  execut ives .   We asked them how much 
had the  pr ice  of  the i r  major  good changed in  the  las t  seven years .   And 
you can see  tha t  whi le  a  few of  the  respondents  sa id  tha t  the i r  pr ice  
had gone up by more  than 30 percent ,  tha t ' s  only  a  very  few.  
 The o thers  indica ted  tha t  e i ther  the  pr ice  has  been s tagnant  or  i t  
has  fa l len .   That  coupled wi th  the  increased cos t  of  wages  and other  
cos ts  of  doing business  ( for  example ,  t ranspor t )  has  made i t  d i f f icul t  
to  imposs ib le  for  manufacturers  to  cont inue  in  the i r  current  pos i t ions ,  
and many of  them have found shut  down as  a  resul t .  
 Four th  point :   tha t ' s  only  one  s ide  of  i t .   The  o ther  s ide  i s  tha t  
the  in ternat ional  t rade  has  offered  a  grea t  number  of  oppor tuni t ies  for  
text i le  and appare l  manufacturers .   Some of  our  most  successful  
manufacturers  in  Nor th  Carol ina  have taken advantage  of  in ternat ional  
supply  chain  re la t ionships  to  become larger  bus inesses ,  even to  
increase  employment ,  a l though not  employment  in  bas ic  
manufactur ing.   Thei r  employment  growth i s  in  des ign,  i t ' s  in  sa les ,  
i t ' s  in  logis t ics ,  but  i t  tends  not  be  in  the  bas ic  low-ski l l  
manufactur ing jobs  tha t  we have become accustomed to  in  Nor th  
Carol ina .  
 F i f th  point :   th is  mismatch of  employment  oppor tuni t ies  and 
ski l l s  i s  a  b ig  problem for  Nor th  Carol ina .   I t ' s  a  problem of  
adjus tment .   Bet ty  McGrath  wi l l  be  speaking la ter  about  the  way that  
the  Nor th  Carol ina  Employment  Secur i ty  Commiss ion has  handled 
these  problems in  the  pas t ,  most  speci f ica l ly  the  Pi l lowtex c losure .   
This  i s  a  very  d i f f icul t  problem,  but  i t ' s  one  tha t  we face  whether  or  
not  China  i s  one  of  our  t rading par tners .    
 S ix th  point :  Whi le  I  agree  wi th many of  the  fac ts  tha t  the  
commiss ioners  brought  up  ear l ie r ,  I  d isagree  on the  impl ica t ions  of  
th is .   I  do  not  see  China  a t  the  center  of  th is  evolut ion .   China  i s  a  
major  t rading par tner  wi th  the  Uni ted  Sta tes ;   China  i s  the  source  of  
many of  the  low-cost  goods  tha t  we impor t .   I f  China  were  not  there ,  
there  would  be  o ther  sources  as  wel l .   Text i les  and appare l  as  i t  was  
done in  the  1950s  and '60s  i s  no  longer  a  comparat ive  advantage  



 

 

indust ry  for  the  Uni ted  Sta tes ,  and tha t  has  consequences .  
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 As  we adjus t  to  tha t ,  we have to  be  cognizant  of  the  needs  of  our  
c i t izens ,  but  I  do  not  see  th is  as  a  reason to  lay  the  b lame on the  s teps  
of  China  or  any other  country  for  tha t  mat ter .   I t  i s  an  in ternat ional  
t rade  problem,  i t ' s  one  tha t  we can a l levia te  by  negot ia t ion ,  but  i t  i s  
not  one  tha t  we can solve  by point ing f ingers  a t  any one country .  
 I 'd  be  happy to  answer  any ques t ions .  
[The s ta tement  fo l lows:] 2  

 
Panel  I :   Discuss ion,  Quest ions  and Answers  

 
 HEARING COCHAIR FIEDLER:  Thank you very  much.   
Commiss ioner  Wessel .  
 COMMISSIONER WESSEL:   Thank you,  gent lemen,  for  being 
here  and for  the  Univers i ty  hos t ing  us .   As  Chairman Bar tholomew 
pointed  out ,  and as  your  f igures  point  out ,  Dr .  Conway,  about  
const ruct ion ,  we cer ta in ly  saw qui te  a  b i t  of  tha t  th is  morning and the  
growth here  i s  formidable  and exci t ing .  
 DR.  CONWAY:  We do our  smal l  par t .  
 COMMISSIONER WESSEL:   Wel l ,  i t ' s  evident .  I 'd  l ike  to  
unders tand the  connect ion between both  what  you ' re  doing a t  the  RTP 
and the  changing nature  of  Nor th  Carol ina 's  economy,  the  decl ine  of  
the  non-durable  sec tor  as  you pointed  out .  
 Mr.  Weddle ,  you ta lked about ,  i f  I  remember ,  the  number  was  
700 technology parks  wor ldwide,  and cer ta in ly  RTP is  one  of  the  
leaders  of  tha t .   Technopol ises  in  Japan and many other  na t ions  have 
sought  to  harves t  what  they can do domest ica l ly .  
 In  our  examinat ion over  some t ime,  we 've  seen a  change,  though,  
in  the  way that  China  has  approached in ternat ional  compet i t ion:  tha t  
when China  PNTR was done in  2000,  the  concern  was  about  toys  and 
text i les ,  the  lower  wage indust r ies .   But  now we see  moving up the  
food chain  to  the  point  where  we now have a  def ic i t  in  advanced-
technology products .  
 We 've  seen tha t  China  has  begun crea t ing  vas t  technology parks  
focused on what  many consider  to  be  the  br ight  s tars  of  the  fu ture :  
opt ica l -e lec t ronics ,  nanotech,  b io tech,  e t  ce tera ,  many of  the  th ings  
tha t  I  be l ieve  Nor th  Carol ina  i s  focused on.  
 How do we compete  wi th  tha t?   How do we compete  wi th  a  s ta te  
ac tor  tha t  i s  not  jus t  looking to  advance  employment  in  the  non-
durable  sec tors  to  employ the i r  people ,  but  rea l ly  i s  moving up the  
food chain?   How do you as  a  RTP compete  agains t  tha t  wi th  a  s ta te  
ac tor  wi th  b i l l ions  of  dol lars  a t t rac t ing  U.S.  and other  fore ign nat ional  
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businesses  to  inves t  there ,  to  do R&D there ,  to  be  agents  of  change in  
the i r  indust ry .   How does  tha t  af fec t  o ther  indust r ies  in  looking to  the  
fu ture  a t  not  only  the  durable  sec tor  but  the  h igh tech sec tor?    MR.  
WEDDLE:  Yes ,  I  th ink a  very ,  very  good ques t ion .   In  October  I ' l l  
re turn  to  China  for  my th i rd  t r ip  in  the  las t  18  months  or  so ,  and you 
are  wel l  informed wi th  regard  to  the  impact  of  China 's  move to  the  top .  
 I t  i s  not  a l l  jus t  about  low-cost  manufactur ing.   In  fac t ,  one  of  the  
press ing concerns  in  the  Chinese  bus iness  mind-se t  today is  how they 
are  going to  compete  wi th  the  low-cost  producers  of  Vie tnam and other  
locat ions ,  and so  they are  moving quickly  in  the  urban centers  to  
develop advanced technology niches  in  tha t  regard .  
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 How do we compete  wi th  tha t  because  i t ' s  t rue  and indeed we are  
compet ing our  region agains t  country-sponsored in i t ia t ives ,  and they 
have the  Bank of  China  as  a  f inancier  of  many of  the i r  opera t ions?   We 
have to  compete  and we have to  compete  aggress ively ,  and I  th ink we 
have a  window of  oppor tuni ty  to  compete  a t  the  very ,  very  top  of  the  
food chain .  
 Our  univers i t ies  excel  way beyond what  i s  current ly  the  capaci ty  
of  Chinese  univers i t ies .   And so  we s t i l l  have  huge advantages  there ,  
but  we have to  se ize  the  advantages ,  and those  of  us  a t  the  local  and 
regional  and s ta te  level  need a l l  the  help  we can get  f rom the  federa l  
government .   I t  would  be  advantageous  i f  we had more  tools  in  our  
tool  box to  be  able  to  compete .  
 China  has  crea ted  these  h igh- tech indust r ia l  zones  tha t  rea l ly  
incent iv ize  the  locat ion  of  U.S.  or  Western  European advanced 
technology product  companies  for  locat ing  in  these  zones  and they are  
making huge s t r ides  in  tha t  a rea .  
 But  we do have to  compete ,  and I  th ink tha t  i t  i s  the  one  area  
where  we enjoy l imi ted  t ime but  s igni f icant  current  advantages  and we 
have to  bui ld  those  n iches  and s t rengthen those  n iches  in  tha t  process .  
 Much of  the  R&D that ' s  moving to  China  and India  today is  not  
the  h igher  order  R&D but  ra ther  R&D that  suppor ts  manufactur ing,  
R&D that  suppor ts  the i r  sa les  of f ices  and those  th ings  of  tha t  sor t .  So 
we s t i l l  have  a  n iche  there .   I t ' s  tough.   I t ' s  going to  be  very  tough.   I t  
wi l l  be  a  lo t  more  d i f f icul t  ten  years  f rom now i f  we don ' t  have U.S.  
federa l  suppor t  for  these  k inds  of  th ings .  
 COMMISSIONER WESSEL:   Can you qual i fy  before  you answer ,  
Dr .  Conway,  what  the  nature  of  federa l  suppor t  i s  here  and has  i t  
increased,  decreased,  s tayed the  same over  the  las t  years?   We've  had 
opera t ions  l ike  SEMATECH and many others  over  many years  tha t  
have  seemed sporadic .   What  are  you see ing in  te rms of  federa l  suppor t  
these  days?  
 MR.  WEDDLE:  The one area  where  the  federa l  government  
could  help  a  grea t  deal  i s  wi th  the i r  own funding for  research,  



 

 

univers i ty  research and development ,  which has  been decl in ing as  a  
share  of  overa l l  R&D spending in  the  U.S. ,  and so  we need to  reverse  
tha t  pa t tern .  
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 We could  f ind  maybe some addi t ional  tax  credi ts  or  something.   
There  needs  to  be  something to  offse t  the  tax  hol idays  tha t  a re  
fundamenta l ly  provided to  U.S.  f i rms enter ing in to  those  markets .  
 COMMISSIONER WESSEL:   Okay.   Dr .  Conway,  any comments?  
 DR.  CONWAY:  The issue  of  technology dr iven growth is ,  I  
th ink,  very  impor tant  both  in  China  and the  Uni ted  Sta tes .   There  was  
a  very  in teres t ing  ar t ic le  recent ly  by Kei th  Bradsher  in  the  New York 
Times  d iscuss ing the  problems that  China  i s  having in  keeping up i t s  
low-level  or  low-tech product ion.   We're  proud of  h im.   He 's  one  of  
our  UNC grads .    
  COMMISSIONER WESSEL:   A f r iend as  wel l ,  yes .  
 DR.  CONWAY:  He has  an  economics  degree  and so  everything 
he  knows,  he  learned here .   Pr inceton was  jus t  a  f in ishing school  for  
h im.  
 The problems in  technology,  I  th ink,  a re  problems tha t  a re  
problems of  inves tments ,  and technology is  an  inves tment .   I t  has  a  
cos t  and i t  has  a  payoff .   Our  univers i ty  sys tems are  t remendous  
incubators  of  technology.   So a lso  i s  the  Research Tr iangle  Park ,  the  
Research Tr iangle  Ins t i tu te  and other  nonprof i t s  and even some for-
prof i t  ac t iv i t ies  in  th is  region.  
 Once we get  pas t  the  incubat ion s tage ,  tha t  technology then has  
to  be  put  in to  p lace  and a t  th is  point ,  i t ’ s  be ing put  in to  p lace  where  
the  product ion i s  expected  to  occur .   That  tends  to  be  in  China  and 
India .  
 We can reverse  tha t ,  but  as  I  say ,  i t ' s  a  cos t ly  process .   The 
inves tment  in  bas ic  research has  been spot ty .   We 've  had searches  in  
var ious  areas  tha t  the  government  sa id  th is  i s  a  good area  to  put  money 
in to ,  but  we’ve  seen a t rophy in  o ther  areas .   I 'm perhaps  too  
macroeconomic  in  nature- - I  fa l l  back on the  fac t  tha t  China  i s  a  
country  which i s  saving a  grea t  deal  a t  th is  point ,  and tha t  saving is  
going in to  inves tment  throughout  the  country .  
 I f  you th ink that  we have const ruct ion on the  UNC campus,  I  
suspect  tha t  you’d  consider  i t  peanuts  re la t ive  to  tha t  observed in  
Bei j ing .   We're  not  anywhere  near  tha t .   Technology is  expensive  and 
whi le  we have the  raw mater ia ls  to  produce  i t  here ,  we do have to  
provide  the  resources  to  make tha t  technology happen and to  
implement  i t .  
 I f  we were  to  say  ( in  l ine  wi th  something perhaps  Dr .  Gereff i  
wi l l  say  la ter )  tha t  we wish  to  crea te  a  c lus ter  of  technology l ike  the  
RTP and we want  to  see  some innovated  technology ac tual ly  
manufactured here ,  as  i t  worked out  wi th  IBM when the  RTP s tar ted ,  



 

 

we can make i t  happen.   But  i t ' s  a  cos t ly  enterpr ise .   I t  i s  the  case ,  and 
I  th ink th is  i s  the  point  we share ,  tha t  the  Chinese  government  i s  
inves ted  in  tha t ,  and i f  we wish to  compete  in  tha t  a rea ,  our  
government  needs  to  be  inves ted  in  as  wel l ,  not  taking ownership ,  but  
providing suppor t .  
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 COMMISSIONER WESSEL:   Thank you.  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Wortzel .  
 COMMISSIONER WORTZEL:  Gent lemen,  thank you for  being 
here  and for  your  tes t imony.   I  have a  speci f ic  ques t ion  on your  Figure  
7 ,  Dr .  Conway.   And then I 'm actual ly  going to  cont inue  to  pursue  th is  
idea  of  what  can be  done e i ther  by  government  or  the  federa l  
government  or  s ta tes  or  univers i t ies  to  make not  only  employees  but  
research  more  compet i t ive .  
 F igure  7--a l l  your  char ts  are  grea t - -but  I  not ice  tha t  Hong Kong 
speci f ica l ly  and Macao,  g iven the i r  a rea ,  jus t  have  t remendous  
numbers  of- - these  are  shi r t s .   Do you know i f  a  lo t  of  tha t  out  of  Hong 
Kong and Macao speci f ica l ly  i s  rea l ly  made there  or  are  we looking a t  
s imply  reexpor t ing  th ings  tha t  a re  done ins ide  China?  
 DR.  CONWAY:  Re-expor t  has  become much less  of  a  problem 
for  these  types  of  s ta t i s t ics  s ince  the  end of  the  agreement  on  text i les  
and c lo th ing,  but  i t  i s  s t i l l  the  case  tha t  Hong Kong has  l imi ted  
manufactur ing capabi l i ty  on i t s  own.   These  indica te  tha t  once  the  
quotas  came off ,  China  no longer  was  sending i t s  low-cost  goods  
through Hong Kong.   That ' s  a  content ion  on my par t ;  tha t ' s  not  a  fac t  
a l though I  th ink a  lo t  of  people  would  agree  to  tha t .  
 So those  goods ,  the  low cost  goods ,  a re  coming more  d i rec t ly  
f rom other  countr ies .   Hong Kong has  become a  p lace  for  more  
specia l ized type  shi r t s .   Now even when we ta lk  about  kni t  cot ton  
shi r t s ,  th is  might  be  something you 'd  buy a t  Lands  End.   I t  could  be  
something you 'd  buy a t  Target .   There  are  d i f ferent  gradat ions  in  cos t  
and in  qual i ty  even wi th in  tha t  ca tegory .  
 The point  for  th is  f igure  i s  s imply to  i l lus t ra te  tha t  i f  you look a t  
the  cos t  of  sh i r t s  coming in to  the  U.S. ,  i f  you measure  the  cos t  af ter  
ta r i f fs ,  a f ter  sh ipping,  af ter  everything e lse ,  as  they enter  the  Uni ted  
Sta tes ,  there 's  s t i l l  a  grea t  deal  of  var ia t ion  in  tha t  pr ice  per  dozen.   
China  i s  not  the  lowest  cos t  suppl ier .   I t  i s  the  suppl ier  wi th  the  bes t  
supply  chain ,  and th is  i s ,  I  th ink,  something Dr .  Gereff i  wi l l  ta lk  to  
you about  la ter .   The supply  chain  i s  the  most  re l iable ,  and i f  you ' re  
Lands  End,  you ' re  wi l l ing  to  pay a  b i t  more  i f  you can be  sure  those  
th ings  are  going to  be  on your  doors tep  on the  date  tha t  you agreed.  
 I f  you look a t  Egypt- - I  hope they ' re  no  Egypt ians  here--not  to  
p ick  on Egypt ,  but  i f  you look a t  Egypt ,  i t s  pr ices  are  a lso  qui te  low,  
but  i t s  re l iabi l i ty  as  a  suppl ier  i s  much less ,  and so  purchas ing shi r t s  
f rom Egypt  i s  a  much more  specula t ive  ac t iv i ty .  



 

 

 The  f igure  shows that  China  i s  not  the  lowest -cos t  producer .   
Put t ing  res t r ic t ions  on Chinese  expor ts  to  the  U.S.  or  any in tervent ion 
in  tha t  way may take  one  of  the  l ines  out  of  th is  d iagram,  but  the  res t  
of  them are  going to  be  there ,  and there  i s  capaci ty  in  those  countr ies  
to  provide  those  goods .  
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 COMMISSIONER WORTZEL:   Thank you very  much.   I 'm 
in teres ted  f rom ei ther  or  both  of  you in  the  incent ives  f rom the  
surrounding c i t ies  or  the  s ta te  to  a t t rac t  in  indust ry  whether  the  tax  
s t ruc ture  i s  se t  up  to  incent iv ize  tha t .   We went  to  Zhongguancun and a  
couple  of  o ther  centers  in  China—and there  are  these  tax  hol idays .   
There  i s  inf ras t ructure  suppor t  provided by the  nat ional  government  
and provincia l  or ,  in  the  case  of  Bei j ing ,  munic ipal  governments  to  
provide  a  legal  suppor t  and adminis t ra t ive  suppor t  in  centers  l ike  tha t .  
 A l i t t le  h is tor ica l  s tuff- -d id  tha t  happen when Research Tr iangle  
Park  s tar ted ,  or  d id  companies  take  i t  out  of  h ide  and does  i t  go  on 
today?   I 'd  be  very  in teres ted  in  the  percentage  of  Park  employees  tha t  
a re  ac tual ly  f rom North  Carol ina?   Are  you able  to  f ind  the  in te l lec tual  
capi ta l  or  the  working knowledge capi ta l  here  in  the  s ta te  or  are  these  
a l l  impor ted  people?  
 We vis i ted  an  $11 bi l l ion  o i l  c racking fac i l i ty  out  in  the  middle  
of  nowhere  in  nor theas t  China ,  and none of  the  employees  came f rom 
the  area ,  and no businesses  were  spun off  i t ,  no  service  indust r ies  or  
anything.   So is  tha t  the  phenomenon here?  
 I f  you can ' t  ge t  tha t  capi ta l  here ,  a re  you working wi th  the  s ta te  
or  munic ipal i t ies  or  col leges  to  develop tha t  k ind of  capi ta l?   And that  
ge ts  to  where  people  go when they lose  jobs  out  in  o ther  indust r ies .   
Do they go to  service?   Can they move in to  th is  k ind of  th ing,  the  
oppor tuni t ies  to  do tha t?  
 F inal ly ,  i f  you had to  craf t  a  speci f ic  legis la t ion--and th is  i s  a  
good business  school  projec t ,  i f  you had to  craf t  speci f ic  legis la t ion--
e i ther  for  s ta te  legis la ture  or  for  the  Congress ,  how would  you craf t  
tha t  legis la t ion  g iven what  you 've  la id  out  and you 've  learned about  
get t ing  people  moved in to  o ther  forms of  manufactur ing?  
 HEARING COCHAIR FIEDLER:  He asked you a  lo t  of  
ques t ions .  I  hope you were  taking notes .  
 MR.  WEDDLE:   I ' l l  take  a  quick  cut  a t  the  f i rs t  one  and le t  my 
col league answer  a l l  the  res t .   You 've  ra ised  some very ,  very  
in teres t ing  points .   Let  me say on the  subjec t  of  incent ives ,  and I 've  
been in  the  economic  development  bus iness  for  30  years ,  and I 've  
worked in  f ive  s ta tes .   I  would  say  tha t  a lmost  a l l  U.S. -based,  and by 
tha t  I  mean speci f ica l ly ,  by  and large ,  s ta te  and local -based incent ives  
for  indust ry  are  des igned to  help  us  compete  wi th  each other .   We view 
cross  border  moves  as  f rom North  Carol ina  to  South  Carol ina ,  f rom 
Cal i fornia  to  Arizona and so  on and so  on.  



 

 

 The  China  incent ives  today are  country-based,  and tha t ' s  an  
inherent  d i f ferent ia t ion  point .   I  don ' t  th ink we 've  enjoined the  debate  
or  d iscuss ion in  the  U.S.  today about  the  ro le  of  federa l  government  in  
help ing to  nur ture  or  meet  or  address  these  chal lenges .  
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 How would  we craf t  tha t  legis la t ion  i s  a  ques t ion  tha t  we must  
f i rs t  ask  how are  we going to  craf t  tha t  pol icy?   We can get  to  the  
speci f ics  of  the  legis la t ion  once  we reach agreement  tha t  the  federa l  
government  i s  going to  p lay  some in  tha t  space  around,  and I  don ' t  
th ink we are  there- -  
 DR.  CONWAY:  Right .  
 MR.  WEDDLE:  - -anywhere  near  tha t .   In  China  today,  the  
Centra l  Par ty ,  which is  how they now refer  to  what  we used to  refer  to  
the  Communis t  Par ty ,  has  two fundamenta l  objec t ives :  one  i s  s taying 
in  power  and the  o ther  i s  economic  growth.  And that ' s  the i r  pol icy ,  and 
there  i s  no  o ther  pol icy  than tha t .  
 So  a l l  of  the i r  ac t ions ,  the i r  tac t ica l  ac t ions ,  s tem from how do 
they fac i l i ta te  economic  growth,  and they are  making mass ive  
inves tments  in  improving the i r  univers i ty  excel lence  oppor tuni t ies .   
They ' re  making mass ive  publ ic  inf ras t ructure  inves tments  to  crea te  the  
zones ,  the  areas  of  ac t iv i ty .   They ' re  providing mass ive  tax  hol idays  i f  
you wi l l ,  but  then not  to  be  outdone by themselves ,  they ' re  now 
moving quickly  and making very  s t ructured  inves tments  to  br ing  
Chinese  in te l lec tuals  home,  to  recrui t  home thei r  expat r ia tes ,  to  recrui t  
the  ta lent  back tha t  we have  so  wel l  t ra ined in  our  schools  and 
univers i t ies  in  the  U.S.  over  these  years ,  and they are  ac tual ly  
providing d i rec t  f inancia l  incent ives  to  those  individuals  to  come home 
and s tar t  new businesses .  
 So they are  in  consensus  on the  i ssue  of  economic  growth and 
they know they 've  got  to  keep double-digi t  growth going to  s tay  in  
power  and so  they are  working very  hard  in  tha t  area .  
 Regarding the  percentage  of  employees  a t  RTP that  work or  who 
are  f rom North  Carol ina ,  we don ' t  have  hard  data .   I t ' s  hard  to  col lec t  
tha t  da ta .   I  would  jus t  submit  to  you that  ear ly  on,  RTP was  
es tabl ished to  s tem a  bra in  dra in  where  s tudents  and chi ldren  of  Nor th  
Carol ina  went  to  school  a t  these  f ine  univers i t ies  and had to  go to  
Chicago or  Washington or  New York or  At lanta  or  somewhere  e lse  or  
Phi ladelphia  to  get  good jobs ,  and so  i t  was  about  the  bus iness  of  
crea t ing  good high-paying jobs  for  Nor th  Carol in ians .  
 We have now probably  crea ted  a  demand curve  tha t  exceeds  our  
abi l i ty  to  crea te  those  technology workers  even though we 're  soaking 
them up as  fas t  as  we can as  we crea te  th is  going forward.   So 
probably  we are  now,  ins tead of  bra in  dra in ,  we ' re  a  bra in  magnet ,  i f  
you wi l l ,  and lo ts  of  people  come f rom al l  a round the  wor ld  and a l l  
a round the  country  to  work here .  



 

 

 That ' s  my bes t  cut  a t  as  many of  your  ques t ions  tha t  I  could  
remember .  
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 COMMISSIONER WORTZEL:   I  apprecia te  i t .   Yes .  
 HEARING COCHAIR FIEDLER:  Dr .  Conway.  
 DR.  CONWAY:  As you say,  those  are  very  good ques t ions .   Let  
me make a  few points  about  them.   F i rs t  of  a l l ,  le t ’s  address  the  
ques t ion  of  indust r ia l  recrui tment  because ,  as  Mr.  Weddle  says ,  we 
have a  h is tory  of  tha t  in  Nor th  Carol ina .   For  us ,  i t  i s  typica l ly  
in ters ta te  compet i t ion  ra ther  than compet i t ion  in  a t t rac t ing  f rom the  
res t  of  the  wor ld .  
 We do have memories  of  t ry ing to  a t t rac t  Mercedes  and BMW to  
the  s ta te ,  and so  there  i s  an  in ternat ional  component  to  i t .   But  i t  i s ,  
when you compare  tha t  wi th  the  Chinese  ac t iv i ty ,  we are  a  s ta te  
compet ing wi th  a  s ta te’s  resources .   China’s  i s  a  na t ional  government  
and that  i s  inherent ly  going to  be  unequal .  
 Whether  tha t  i s  the  bes t  way to  a t t rac t  those   companies  to  Nor th  
Carol ina  i s  another  ques t ion  tha t  I  would  leave  open because  I 'm not  
sure  tha t  indust r ia l  recrui tment  i s  the  bes t  way to  handle  tha t .  
 One of  the  problems that  you ra ise  in  terms of  mobi l i ty  of  
workers  i s  one  tha t  I  th ink i s  very  impor tant  for  Nor th  Carol ina ,  and I  
touched on i t  very  obl iquely  in  my ear l ier  remarks .   Nor th  Carol ina  
rea l ly  i s  a  s ta te  of  two s ta tes .   I 'm not  cr ibbing tha t  f rom John 
Edwards ,  but  we ac tual ly  are  a  s ta te  of  two s ta tes .   And one of  the  
s ta tes  i s  h ighly  educated ,  mobi le ,  wi l l ing  to  move to  p laces  l ike  the  
RTP for  h igher  paying jobs .   The other  par t  i s  rura l ,  and by rura l ,  I  
don ' t  mean l iv ing on a  farm necessar i ly .   Nor th  Carol ina  i s  one  of  the  
most  rura l  s ta tes  in  the  nat ion  because  of  i t s  many smal l  towns 
throughout  the  eas t  and west ,  and those  smal l  towns are  of ten  bui l t  
a round one text i le  p lant ,  one  appare l  p lant .  
 Those  p lants  were  wi l l ing  to  a t t rac t  individuals  who hadn ' t  even 
f in ished high school  yet ,  and they sa id  come work here ,  we ' l l  pay you 
wel l ,  you ' l l  have  a  job .   We've  been in  the  locat ion  for  a  hundred 
years .   When Pi l lowtex c losed,  for  example ,  a t  leas t  30  percent  of  the  
people  had not  f in ished high school .   When those  people ,  when those  
res idents  leave  a  job  l ike  tha t ,  they don ' t  have  tha t  many other  
oppor tuni t ies .   Moving to  RTP to  work a t  the  IBM plant  i s  out  of  the  
pale .   So  in  our  rura l  sec tors ,  there 's  th is  d i f f icul ty  of  moving not  only  
because  you have a  house  and you 've  got  a  mor tgage  and your  k ids  are  
in  school ,  but  a lso  what  do  these  ski l l s  tha t  I 've  got ten  t rans la te  in to?   
That  rura l /urban dis t inc t ion ,  I  th ink,  i s  the  one  tha t  i s  the  most  
d i f f icul t  to  handle  for  Nor th  Carol ina  r ight  now.  
 F inal ly ,  what  i s  the  bes t  pol icy  for  address ing th is  and br inging 
high tech manufactur ing back?   Wel l ,  le t  me give  you three ,  and they 
may not  sound l ike  manufactur ing pol ic ies ,  but  I ' l l  s tand by them.  



 

 

 One is  pre t ty  s t ra ight forward and that  would  be  an  inves tment  
tax  credi t ,  an  R&D tax  credi t .   In  1997,  f rom my reading of  the  text i le  
p lants  in  Nor th  Carol ina ,  they s topped inves t ing .   That  was  the  end.   
Even though they kept  running for  awhi le ,  they s topped inves t ing  
because  they saw in ternat ional  compet i t ion  f l ipping the  cos t  benef i t  on  
new inves tments  in to  negat ive  ter r i tory .  
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 Up unt i l  tha t  t ime,  text i les  had been a  very  capi ta l - in tens ive  
indust ry .   I t  had been an  area  in  which inves tment  in to  product iv i ty  
enhancement  was  cent ra l  to  compet i t ive  s t ra tegies .   Af ter  1997,  i t  was  
as  i f  tha t  s t ra tegy was  abandoned.   We saw very  l i t t le  of  tha t  a f ter  
tha t .   So  inves tment  tax  credi ts  to  change tha t  ca lculus ,  I  th ink,  i s  one  
pol icy .  
 A second is  a  so lu t ion  to  the  heal th  care  problem.  When you look 
a t  a  p lant ,  especia l ly  a  p lant  tha t  has  been in  bus iness  a  hundred years ,  
a  s izable  number  of  your  workers  are  going to  be  o lder .   You 're  going 
to  have  a  legacy cos t  of  people  who have re t i red  and are  s t i l l  insured.   
These  are  heavy cos ts  for  a  bus iness  in  a  low markup arena .    And 
the  th i rd  one-- th is  goes  back to  the  very  beginning of  my ta lk--Nor th  
Carol ina  i s  a  s ta te  of  manufactur ing,  but  i t ' s  a lso  a  s ta te  in  which our  
manufactur ing workers  were  not  wel l  educated .   Probably  the  bes t  
s t ra tegy a t  th is  point  would  be  to  ra ise  workers’  sk i l l s  so  tha t  our  
producers  could  be  product ive  compet i t ive  wi th  those  h igher  
product iv i ty  workers .  
 I t ' s  a ,  I  d is l ike  saying i t  g iven the  qual i ty  of  the  Univers i ty  of  
Nor th  Carol ina  and given the  qual i ty  of  individual  pr imary and high 
schools  throughout  the  s ta te ,  but  on  average  our  school  sys tem has  not  
been as  suppor t ive  as  i t  could  be .   I f  we ra ise  tha t ,  I  th ink we 'd  
become more  compet i t ive  r ight  away.  
 HEARING COCHAIR FIEDLER:  Thank you.   I  have  a  quick  
couple  of  fac tual  ques t ions .   F i rs t ,  we were  a t  the  Dal ian  sof tware  park  
in  Apr i l ,  which is  thousands  of  acres  ac tual ly ,  and we were  there  for  
three  or  four  hours .   You sa id  tha t  the  Chinese--we 're  behind the  
Chinese  now on inves tment  in  research parks ,  essent ia l ly ;  r ight?   I s  
tha t  la rgely  because  of  the  mass ive  inf ras t ructure  cos ts  tha t  the  
Chinese  are  put t ing  in to  i t  now?  Is  tha t  a  temporary  lead  they have?  
 MR.  WEDDLE:  I  th ink i t  i s  because a t  the  na t ional  level ,  a t  the  
country  level ,  China  has  concluded tha t  the  model ,  tha t  the  research 
and sc ience  park  model ,  i s  an  appropria te  model  for  them to  a t t rac t  the  
advanced technology product ,  whether  i t ' s  manufactur ing or  sof tware  
development  in  tha t  regard ,  and tha t  they have crea ted  country  speci f ic  
inves tment  in i t ia t ives  to  cause  those  th ings  to  happen.  
 HEARING COCHAIR FIEDLER:  We a lso  saw i t  was  less  a  
research park  even though they c la im to  have had 10,000 s tudents  
s tudying computer  sc ience  there .   As  we ta lked to  them,  we discovered 



 

 

tha t  they were  wide  open to  what  we would  ca l l  outsourc ing.   There  
were  ca l l  centers  developing there .   There  were  a  lo t  of  o ther  th ings .   
So tha t  I  thought  I  concluded in  the  end tha t  i t  wasn ' t  so  much a  
research park  as  i t  was  they needed to  f i l l  the  space  wi th  the  
outsourc ing as  wel l .  
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 MR.  WEDDLE:  That ' s  a  good point ,  but  I  th ink i f  you s tudy 
large-scale  parks  l ike  RTP in  the  U.S. ,  what  you ' l l  f ind  i s  tha t  whi le  
there  are  research  and development  occupat ional  ac t iv i t ies  occurr ing  in  
the  park ,  you ' l l  a lso  f ind  many other  occupat ions .   With  the  11,000 
IBM workers  here ,  you ' l l  have  market ing;  you ' l l  have  revenue 
account ing;  you ' l l  have  sa les ;  you ' l l  have  a  lo t  of  d i f ferent  th ings .  
 So I 'm not  too  t roubled by thei r  brand confus ion on some of  tha t ,  
but  they are  very ,  very  compet i t ive .   Al l  you have to  do is  look a t  the  
d i f ference  tha t  infras t ructure  makes  between China  and India  in  the i r  
research park  models ,  and where  most  of  the  Indian  R&D act iv i t ies  are  
company dr iven,  where  the  companies  have to  go and bui ld  the i r  own 
sewer  p lants  and the i r  own water  p lants  and the i r  own infras t ructure  to  
make tha t  happen,  but  in  China  tha t ' s - -  
 HEARING COCHAIR FIEDLER:  In  China  they don ' t .  
 MR.  WEDDLE:  - - i t ' s  heavy-duty  up-f ront  government  funded to  
make that  and to  accommodate  tha t  growth.  
 HEARING COCHAIR FIEDLER:  Thank you.   Dr .  Conway,  one  
ques t ion .   You sa id  tha t  the  Nor th  Carol ina  unemployment  ra te  was  
t racking the  nat ional  average ,  but  what  count ies  in  th is  s ta te  have  out -
s ized  unemployment  ra tes?   What  are  the  h ighes t  ra tes  of  
unemployment?  
 DR.  CONWAY:  That 's  re la ted  to  the  two s ta tes '  not ion.   I f  you 
look a t  th is  area ,  the  Research Tr iangle  area ,  and then you draw a  l ine  
down I -85 to  the  Tr iad  and then to  Char lo t te ,  tha t  i s  an  area  of  be low-
average  unemployment  for  the  s ta te .   I f  you go in to  the  mounta in  
count ies  and you go out  to  the  coas ta l  count ies ,  those  are  the  areas  
wi th  above-average  unemployment .  
 HEARING COCHAIR FIEDLER:  Twice  or  three  t imes?  
 DR.  CONWAY:  Some of  that  i s  by  choice .   Some of  tha t  i s  the  
cycl ica l  na ture  of  the  tour ism business  because  the  coas t  and the  
mounta ins  are  both  tour is t  dr iven to  a  la rge  extent ,  but  a  lo t  in  the  
mounta in  areas  i s  due  to  the  c losure  of  a l l  these  smal l  manufactur ing 
p lants .  
 There 's  a  town cal led  Spindale  in  Rutherford  County ,  a  smal l  
town.   I t  counts  as  a  rura l  a rea  because i t  i s  such a  smal l  town.   I t  had 
three  text i le  mi l l s  a t  i t s  hear t  and they c losed down in  quick  
success ion,  '98 ,  '99 ,  2000.   There 's  h igh level  of  unemployment  there  
s t i l l  because  those  workers  remain t ied  to  the i r  homes,  to  the i r  
fami l ies ,  and nothing ent repreneur ia l  has  come in  to  replace  i t .   That ' s  



 

 

the  rea l  t ragedy of  those  areas .   There  was  one  ent repreneur  a  hundred 
years  ago,  put  tha t  p lant  in to  th is .   We haven ' t  seen the  next  one  come 
in .  
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 HEARING COCHAIR FIEDLER:  Thank you.   Commiss ioner  
Houston.  
 HEARING COCHAIR HOUSTON:  Thank you very  much,  and 
thank you,  gent lemen,  for  be ing here  wi th us  th is  morning.   I  wanted to  
delve  jus t  a  l i t t le  deeper ,  Mr.  Weddle ,  in to  the  RTP's  re la t ionship  wi th  
China .   And correc t  me i f  I 'm wrong.   The Research Tr iangle  Park  
s tar ted  in  about  1970;  i s  tha t  r ight?  
 MR.  WEDDLE:  Actual ly  i t  s tar ted  in  1959.  
 HEARING COCHAIR HOUSTON:  Oh,  okay.   I t ' s  not  even as  o ld  
as  I  am.   So one of  my ques t ions  then i s ,  i t  s ta r ted  in  '59 ,  i t ' s  
obviously  grown.   At  some point  China  emerged,  and lo ts  of  people  
have di f ferent  numbers  about  when China  emerged,  but  for  the  sake  of  
argument ,  most  people  agree  wi th  the  PNTR and the  WTO, i t  was  
around '99 ,  2000.   How did  China 's  immers ion in to  the  wor ld  market  
change what  you do a t  RTP?  How did  i t  change your  goals ,  your  
s t ra tegies ,  and where  you see  the  Park  going now,  and i f  you didn ' t  
have  a  huge China  emergence ,  where  would  i t  go?  
 My second ques t ion  has  to  do wi th  par tnership  wi th  China .   You 
ment ioned you 've  been over  there  a  number  of  t imes .   Do folks  f rom 
China  come over  here?   Do they vis i t  the  RTP and what  k ind of  th ings  
are  they looking for  i f  they do?  
 And my th i rd  ques t ion ,  which both  of  you could  probably  address  
a t  some level ,  i s  tha t  one  of  the  th ings  we hear  repeatedly  in  our  
hear ings  are  problems wi th  in te l lec tual  proper ty  thef t - - IP ,  widget  
thef t ,  reengineer ing,  f rom fake  persons  to  fake  Microsof t  sof tware  and 
everything in  between.  
 What  are  the  concerns  of  the  members ,  in  par t icular  the  member  
companies  in  the  RTP,  about  in te l lec tual  proper ty  and how does  tha t  
f i t  in  wi th  your  re la t ionship  wi th  China  and the  going back and for th  
and the  shar ing of  ideas?  
 MR.  WEDDLE:  Yes .   Three  very impor tant  ques t ions .   How did  
the  i ssue  of  China  af fec t  our  approach,  s t ra tegy,  the  way we 're  going 
about  our  bus iness?   I f  you look on page 11 of  our  deta i led  repor t ,  
there 's  a  char t  tha t  shows the  t ime l ine  of  very  se lec t  la rge  parks ,  and 
you ' l l  see  tha t  a t  about  the  mid- '80s  was  when China  began to  rea l ly  
develop very  s igni f icant  research parks  around cer ta in  univers i ty  cores  
in  tha t  a rea .  
 I  would  sugges t  to  you that  tha t  fo l lowed a  ser ies  of  v is i t s  
a round the  wor ld .   Yes ,  they are  prone to  appropr ia te  in te l lec tual  
proper ty ,  but  they ' l l  a l so  s tea l  good ideas  wherever  they can f ind  them.  
 So they have copied RTP,  they 've  copied Cummings  Research Park ,  



 

 

they 've  copied  a  lo t  of  s t ra tegies  a t  the  local  level ,  very  aggress ively  
and very  capably .   We probably  have 35 to  40 fore ign vis i t s  a  year  a t  
RTP f rom countr ies ,  regions  of  the  wor ld  looking a t  how to  dupl ica te  
or  emula te  th is  k ind of  c lus ter ing  of  univers i ty  and indust ry  
technology opera t ions  together .  
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 So  how did  tha t  change?   I  th ink i t  woke us  up and caused us  to  
rea l ize  tha t  we ' re  not  jus t  a l l  about  us ,  and tha t  whi le  we can be  the  
b igges t  in  the  U.S. ,  and oldes t  in  the  U.S. ,  and the  most  successful  in  
the  U.S. ,  tha t  the  sca le  and the  n imbleness  and the  country  suppor t  tha t  
the  parks  in  China  have  mean tha t  there 's  a  whole  d i f ferent - - i t ' s  
complete ly  re leveled ,  renormed,  i f  you wi l l ,  the  p laying f ie ld ;  
 So we of tent imes  f ind  tha t  our  compet i t ion  i s  rea l ly  not  o ther  
U.S.  locat ions  but  g lobal  locat ions .   We 're  a  l i t t le  b i t  d i f ferent  than 
tha t .   So i t ' s  caused us  to  look a t  i t  d i f ferent ly .  
 Our  re la t ionship  wi th  China .   We are  ac t ive ly  involved in  a  
number  of  ongoing discuss ions  wi th  d i f ferent  locat ions  in  China ,  both  
park  to  park ,  but  our  China  Center  in  Nor th  Carol ina  and the  World  
Trade  Center  are  ac t ive ly  involved in  coopera t ive  re la t ionships ,  t ry ing 
to  f igure  out  how to  bui ld  sus ta inable  bus iness  models  tha t  wi l l  enable  
us  to  benef i t  both  our  companies  and the i r  companies  and begin  to  
break down some of  these  jus t  pure  compet i t ive  re la t ionships .   So 
we 're  probing and t ry ing to  f igure  tha t  out  together .  
 In te l lec tual  proper ty .   I  th ink companies  are  being very  careful  
and caut ious .   I  don ' t  know that  anyone has  an  answer  to  how you 
protec t  agains t  tha t  d i rec t ly .   Al l  you have to  do i s  walk  the  s t ree ts  in  
Shanghai  or  Bei j ing  and look a t  the  knockoff  goods ,  whether  i t  i s  
watches  or  whether  i t s  you name i t ,  and you rea l ize  tha t  i t ' s  a  huge and 
prol i f ic  problem.  
 HEARING COCHAIR HOUSTON:  Dr .  Conway,  do you have 
anything to  add?  
 DR.  CONWAY:  I  don ' t  th ink so .   On the  ques t ion  of  the  research 
parks ,  I  th ink Mr.  Weddle  had handled  i t  per fec t ly .   On in te l lec tual  
proper ty  protec t ion ,  tha t ' s  a  d i f f icul ty  in  every  country  tha t  we go to ,  
in  every  country  you vis i t .   China  i s  a  la rger  country  and i t ' s  perhaps  
not  pol ic ing i t  as  much.  
 HEARING COCHAIR HOUSTON:  Right .  
 DR.  CONWAY:  I  don ' t  have  any added informat ion.  
 HEARING COCHAIR HOUSTON:  I t  would  be  n ice  to  know,  and 
I  don ' t  th ink i t ' s  probably  even poss ib le  to  know,  to  say  because  China  
has  s to len  th is ,  tha t  or  the  o ther  IP ,  i t ' s  d isaffec ted  Nor th  Carol ina  in  
th is  much or  d isaf fec ted  any s ta te  in  tha t  amount .   I  suppose  in  the  
economis t ’s  wor ld ,  there  i s  no  way to  count  and ca l ibra te  and quant i fy  
tha t  i ssue?  
 MR.  WEDDLE:  I t ' s  probably  not  da ta  tha t ' s  col lec ted  publ ic ly .   



 

 

I 've  never  seen a  repor t  on  s to len  IP .  
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 HEARING COCHAIR HOUSTON:  Yes .  
 MR.  WEDDLE:  My guess  i s  i t ' s  very  d i f f icul t  to  aggregate  tha t  
da ta ;  i s  i t  not?  
 HEARING COCHAIR HOUSTON:  Yes .  
 DR.  CONWAY:  I  be l ieve  that  would  be  the  case ,  and i f  i t  were  
poss ib le ,  I  th ink Mr.  Weddle  would  know.   Many of  the  p laces  tha t  we 
have been worr ied  about ,  many of  the  manufactur ing es tabl ishments  
were  not  bui l t  upon new technology;  they were  bui l t  upon exis t ing  
technology.  
 HEARING COCHAIR HOUSTON:  Right .  
 DR.  CONWAY:  And so  in te l lec tual  proper ty  thef t  was  not  as  
impor tant  for  many of  the  text i le  and appare l  bus inesses .    
 HEARING COCHAIR HOUSTON:  Right .  
 DR.  CONWAY:  I t  was  a  ques t ion of  jus t  s imply  moving exis t ing  
technology f rom one place  to  another .  
 HEARING COCHAIR HOUSTON:  Thank you very  much,  
gent lemen.  
 HEARING COCHAIR FIEDLER:  Chairman Bar tholomew.  
 CHAIRMAN BARTHOLOMEW:  Thank you very  much.   
Gent lemen,  thank you for  appear ing here  today.   I t ' s  rea l ly  wonderful  
to  have  both  a  th inker  and a  doer  on the  same panel .   Though I  don ' t  
th ink we 've  p layed you off  agains t  each other  as  much as  we poss ib ly  
could .   Thank you a lso  for  your  commitment  to  improving the  l ives  of  
the  people  of  Nor th  Carol ina ,  and i t  i s ,  jus t  even s i t t ing  here  a l ready,  
to  look a t  Nor th  Carol ina  as  a  microcosm of  the  chal lenges  fac ing a  lo t  
of  o ther  s ta tes  i s  a  rea l ly  impor tant  th ing.  
 Two ques t ions .   Mr.  Weddle ,  one  i s  how do you balance  g iving 
the  Chinese  what  they probably  want  to  learn  f rom Research Tr iangle  
Park  wi th  what  you need to  be  able  to  do  to  mainta in  your  compet i t ive  
edge as  we move forward in to  the  next  50  years?   You ment ioned you 
were  th inking about  tha t .    
 And then I 'd  l ike  both  of  you to  s tep  back jus t  a  l i t t le  b i t .   You 
sa id  you 've  been doing th is  work for  30 years .   You 've  been here  for  
24 ,  25  years  as  an  academic--  
 DR.  CONWAY:  Twenty-f ive .  
 CHAIRMAN BARTHOLOMEW:  - -economist ,  though I  
unders tand you 've  a lso  ac tual ly  had some pract ica l  exper ience  out  
there ,  but  some of  the  th ings  tha t  we 've  learned have ca l led  in to  
ques t ion  even Ricardo 's  theorem,  tha t  the  China  chal lenge i s  so  much 
bigger  and so  much fas ter  than anybody could  have predic ted .   I  would  
jus t  l ike  your  observat ions  on tha t .    
 Mr .  Weddle ,  you have worked in  a  number  of  regions  of  the  
country .   You 've  been doing th is  for  30  years .   You ta lk  a  l i t t le  b i t  



 

 

about  the  nature  of  the  problems,  but  are  they so  much bigger  than any 
of  us  could  have predic ted  and how do we get  a  handle  on tha t  i f  tha t ' s  
the  case?  
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 MR.  WEDDLE:  Fi rs t  ques t ion  is  how do we balance  the  t radeoff  
wi th  what  they want  to  learn  f rom us?   I  th ink  of  i t  as  a  l i t t le  b i t  of  an  
even swap.   I  would  be  remiss  i f  I  d idn ' t  note  tha t  there 's  much tha t  we 
can learn  f rom the  Chinese .   They are  leapfrogging many,  many th ings .  
 We 've  had to  go,  what  we 've  done in  50 years  a t  RTP,  they ' re  doing in  
15 years  and repl ica t ing  tha t  now and even shor tening those  t ime 
hor izons  in  f ive  to  seven to  e ight  in  some of  the i r  smal ler  th ings .   So 
there  are  some th ings  we can learn  about  n imbleness  and focus  and 
some th ings  in  tha t  regard .  
 They are  g lobal  a lmost  to  a  faul t  in  the i r  th inking in  many ways .  
 We toured a  research  park  there  in  Suzhou tha t  i s  a  jo in t  venture  
between the  Chinese  government  and Singapore .   We wouldn ' t  even 
th ink about  tha t .   They par tner  up  in  ways  tha t  we wouldn ' t  even th ink 
about  or  we might  have  i ssues  or  ge t  a l l  caught  up  in  our  knickers  
worrying about  how i t  works  out  in  th is ,  tha t ,  and the  o ther .  
 So I  th ink i t ' s  an  even swap.   I  th ink there 's  a  lo t  tha t  we can 
learn  f rom them and we need to  learn  tha t  even as  they a t tempt  to  
cont inue  to  learn  th ings  f rom us .   We ' l l  a lways  k ind of  be  a  l i t t le  b i t  
guarded because  they ' re  not  on  our  team yet  rea l ly  as  we look a t  tha t .  
 From the  larger  sca le ,  I  th ink tha t  the  wor ld  has  changed in  ways  
tha t  we could  not  rea l ly  have  imagined when the  fa l l  of  the  I ron 
Cur ta in ,  the  rapid  ons laught  of  a  quar ter  of  the  wor ld 's  popula t ion  tha t  
were  here tofore  not  in  the  f ree  market  economy moving in to  the  f ree  
market  economy.  The labor  arbi t rage  tha t  tha t  c rea ted ,  jus t  a  se ismic  
shi f t  tha t  tha t  c rea ted  in te rms of  how indust ry  in tegra ted  in  tha t  whole  
process ,  I  th ink we 're  s t i l l  learning.   We're  s t i l l  jus t  beginning to  chip  
away a t  the  edges  of  what  does  tha t  mean.  
 Because  I  don ' t  th ink of  i t  as  g lobal iza t ion;  I  th ink of  i t  as  
g lobal  in tegra t ion  because  i t ' s  to ta l ly  d i f ferent .   We are  now moving,  
in  my opinion,  f rom,  I 'm not  sure  we have many big  U.S.  based 
companies .   They ' re  rea l ly  t ransnat ional  companies  and they ' re  
becoming fu l ly  in tegra ted  not  only  supply  chain  but  a lso  human capi ta l  
chains  in  tha t  regard .  
 I  th ink we 're  s t i l l  k ind of  myopic .   You may have a  d i f ferent  
v iew.   We're  s t i l l  k ind of  myopic  in  the  U.S.  in  th inking we 're  the  
center  of  the  universe ,  and we 're  jus t  one  p lace  in  the  universe  of  
economics  and we have to  learn  how to  funct ion in  a  g lobal ly  
in tegra ted  environment  bet ter  than we have before .  
 HEARING COCHAIR FIEDLER:  Dr .  Conway.  
 DR.  CONWAY:  I t  would  be  di f f icul t ,  and I  know I 'm the  th inker  
so  I  should  respond to  the  Ricardo par t .  



 

 

 CHAIRMAN BARTHOLOMEW:  Especia l ly  i f  you have s tudents  
here .  
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 DR.  CONWAY:  I  know the  economics  profess ion would  make 
me give  up my tweed coat  i f  I  sa id  tha t  Ricardo has  been over turned.   
So I 'm not  going to  do tha t .  
 Let  me f i rs t  say ,  to  echo what  Mr.  Weddle  has  sa id ,  I  don ' t  
be l ieve  tha t  i t ' s  necessar i ly  useful  to ta lk  about  the  compet i t ion  s ide  so  
much as  the  coopera t ion .   I  know that  even in  my in terviews wi th-- I 'm 
th inking of  one  appare l  assembly group,  especia l ly  they opera te  out  of  
Mount  Airy .   They outsource  to  var ious  countr ies .   They provide  the  
des ign.   They provide  the  logis t ics  and they se l l  to  p laces  l ike  Lands  
End.  
 They to ld  me that  they had been working t radi t ional ly  wi th  the  
CAFTA countr ies ,  wi th  Mexico and a lso  wi th  the  Centra l  American 
countr ies  in  the i r  assembly opera t ions .   Once they went  to  China  and 
s tar ted  opera t ing  there ,  they learned a  grea t  deal  about  what  was  
poss ib le  in  tha t  type  of  opera t ion ,  not  in  a  bad way.   We're  not  ta lk ing 
about  exploi ta t ion  here ,  but  s imply  in  the  abi l i ty  to  organize  the  
product ion tha t  they were  able  to  br ing in to  the i r  opera t ions  e lsewhere .  
 So even they wouldn ' t  say  th is  i s  a  b ig  compet i t ion .   This  i s  an  
oppor tuni ty  for  coopera t ion .    
 Now,  has  Ricardo been over turned?   I 'd  say  not .   I  agree  wi th  
Mr.  Weddle  tha t  what  we 've  seen wi th  the  addi t ion  of  China  to  
in ternat ional  t rade  i s  a  t remendous  shock to  the  in ternat ional  t rading 
sys tem.   We have a  country  tha t  has  insa t iable  demand for  raw 
mater ia ls ,  not  insa t iable- - tha t ' s  not  a  good economic  term--but  they 
have very  large  demands  for  raw mater ia ls ,  and they have very  large  
capaci ty  for  supplying non-durable  goods  and even moving up to  
durable  goods  and high tech goods .  
 That  change in  the  overa l l  supply  and demand balance  has  led  to  
a  grea t  deal  of  adjus tment  throughout  the  res t  of  the  wor ld .   We may 
th ink of  ourse lves  in  Nor th  Carol ina  as  be ing a t  the  epicenter  of  tha t ,  
but  af ter  spending t ime a t  UNCTAD and e lsewhere  ta lk ing wi th  o thers  
wi th  text i les  and appare l  sec tors  throughout  the  wor ld ,  we ' re  jus t  
ge t t ing  the  r ipples .   The hurr icane  i s  h i t t ing  e lsewhere .  
 And i t  i s  a  very  large  ef fec t  on  a l l  o ther  text i le  suppl iers  and by 
analogy to  a l l  o ther  suppl iers  wi th  whom China  now is  in  compet i t ion .  
 That  sa id ,  the  ru les  of  compet i t ion  remain  the  same.   Supply  and 
demand s t i l l  hold ,  and what  we ' re  going to  f ind  i s  tha t ,  and th is  i s  what  
I  thought  Kei th  Bradsher  d id  so  n icely  in  h is  ar t ic le ,  tha t  once  they 
come in ,  once  the  Chinese  face  the  demand for  the i r  goods ,  they ' re  
going to  f ind  tha t  they run up agains t  the  same sor t  of  const ra in ts  tha t  
we a l l  do .   I t ' s  a  la rger  country  and so  i t  takes  longer .  
 But  they ' re  now having to  pay higher  wages  for  the i r  workers ,  



 

 

they ' re  having to  search e lsewhere  for  the i r  workers ,  and as  they do 
tha t ,  the  sys tem reequi l ibra tes .   We wi l l  be  back in  supply  of  some 
goods .   We wi l l  be  f inding niches  in  which we can opera te  in  Nor th  
Carol ina .   Throughout  the  Uni ted  Sta tes  and throughout  the  wor ld ,  
people  wi l l  se t t le ,  countr ies  wi l l  se t t le  back down again ,  suppl iers  wi l l  
se t t le  back down again .  
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 CHAIRMAN BARTHOLOMEW:  I t ' s  in teres t ing ,  jus t  an  
observat ion ,  and tha t  i s  your  comments  both  s t i l l  pos i t  a  g lobal  
economy that  i s  based on f ree  market  pr incip les  and the  Chinese  
economy is  s ta te-contro l led .   I  th ink tha t  tha t ' s  where  some of  the  
ques t ions  come.   How does  a  Research Tr iangle  Park  compete  wi th  a  
ser ies  of  research parks ,  R&D parks  in  China ,  tha t  have  been crea ted  
based on an  indust r ia l  pol icy  and a  s ta te-contro l led  economic  s t ra tegy 
that  has  deep pockets  tha t  go  a long wi th  i t .  
 I t  seems to  me tha t  there  are  rea l  ques t ions  about  these  f ree  
market  pr incip les  and how they survive  wi th  a  s ta te-contro l led  
economy of  the  s ize  of  the  Chinese .   I  know we have other  ques t ions ,  
but  I  a lways  th ink about  in  tha t  context ,  too ,  tha t  i f  the  Chinese  
government  were  doing what 's  rea l ly  f ree  market  pr inc ip les ,  th is  a l l  
might  be  unfolding di f ferent ly ,  but  they aren ' t .   I t ' s  probably  not  fa i r  
to  jus t  put  tha t  out  there .  
 MR.  WEDDLE:  Let  me make one comment  and you may want  to  
comment  on th is .   The i ssue  of  s ta te  cont ro l ,  I  th ink in  my vis i t s  to  
China ,  I  th ink tha t  I 've  redef ined my own th inking about  what  s ta te-
contro l led  means .  
 I  th ink tha t  they have  evolved to  the  s ta te  as  an  ac t ive  p layer  
ra ther  than necessar i ly  the  s ta te  as  s ta te-contro l led  as  we are  
hardwired to  th ink of  the  China  government .   I  th ink the  s ta te  i s  an  
ac t ive  p layer ,  an  advocate ,  a  par tner ,  a  ru ler  to  some degree ,  but  i t ' s  
more  of  a  proact iv i ty  than jus t  control .   I  don ' t  know i f  you would  
agree  wi th  tha t  or  not ,  but  tha t ' s  been one of  the  observat ions  I  would  
make as  where  we s t i l l  have  our  s ta te  as  more  of  an  enabler  in  a  f ree  
market  crea t ing ,  and they ' re  more  of  an  ac t ive  p layer ,  but  you walk  the  
s t ree ts  in  Shanghai ,  and you do not  ge t  the  fee l ing  of  s ta te  control .   
You get  the  fee l ing of  wide  open f ree  markets  but  maybe not  f ree  
people ,  and more  the  Hong Kong model  I  th ink is  what  you see  in  tha t  
regard .  
 So I  may argue a  l i t t le  b i t  about  what  we th ink of  as  s ta te  
contro l ,  and we may get  caught  up  in  our  semant ics  on  tha t  because  I  
see  i t  as  a  s ta te  p layer  ac t ive ly  dr iv ing.  
 There  i s  something l ike  22 cr i te r ions  by which publ ic  of f ic ia ls  a t  
the  local  and s ta te  level  in  China  are  evaluated  to  see  i f  they get  to  
keep the i r  job  each year ,  and 17 or  18 of  those  have to  deal  wi th  
economic  growth.   So i t ' s  pre t ty  wide  open,  I  th ink,  in  tha t  regard  



 

 

when i t  comes to  making deals  and doing bus iness .   At  leas t  tha t ' s  my 
anecdota l  references .  
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 DR.  CONWAY:  I  haven ' t  done di rec t  research on the  degree  of  
s ta te  contro l  in  te rms of  Chinese  government  te l l ing  workers  or  te l l ing  
employers  th is  i s  what  you must  do  a t  th is  t ime.   From what  you have 
d iscussed,  and I  hope you ' l l  ask  some of  your  o ther  panel is ts  because  
I 'm rea l ly  not  the  one  to  address  the  degree  to  which the  s ta te  i s  te l l ing  
individual  suppl iers  what  they must  do  a t  any point  in  t ime,  what  I 'd  
l ike  to  do i s  break your  comments  in to  two par ts .  
 I t  i s  cer ta in ly  the  case  tha t  the  government  i s  one  of  deep 
pockets  and tha t  those  deep pockets  are  being used to  provide  the  
inf ras t ructure ,  to  provide  the  t ra in ing,  to  provide  the  R&D, the  R&D 
locat ions  l ike  the  Research Tr iangle  Park ,  which fac i l i ta te  the i r  
success ,  the  Chinese  success .  
 But  the  success  i s  never theless  going to  be  a t  the  f i rm level ,  and 
tha t  f i rm is  compet ing wi th  o ther  f i rms to  get  workers  and is  forced to  
pay higher  wages  when i t  can ' t  f ind  the  workers  i t  wants .   To that  
extent  I  see  them as  fac ing the  same degree  of  market  forces .   
 I  would  agree  wi th  you that  the  Chinese  government  i s  more  
ac t ive  in  providing resources  to  enable  tha t  compet i t ion ,  but  as  I  say ,  
there  may be  o thers  who you wi l l  be  ta lk ing to  today who can ta lk  
more  about  a  d i regis te  approach of  the  Chinese  government  to  you 
produce  th is  now for  tha t  pr ice .  
 HEARING COCHAIR FIEDLER:  I 'd  l ike  to  come back to  that  in  
a  second round,  but  I  want  to  get  Commiss ioner  Videnieks  in  here  on 
the  f i rs t  round.  
 COMMISSIONER VIDENIEKS:   I 'd  jus t  l ike  to  fo l low up on the  
chai r ' s  comment  about  indust r ia l  pol icy .   Both  you gent lemen used the  
term.   One used indust r ia l ;  the  o ther ,  or  v ice  versa ,  pol icy .   I t  was  not  
used together  unt i l  the  chai r  brought  i t  up .   Does  PRC have indust r ia l  
pol icy?   Should  we have one?   Or  i s  i t  a  d i r ty  word in  our  sys tem? 
 And the  o ther  ques t ion  I 'd  jus t  l ike  to  comment  on is  one  of  the  
tables  here  where  you have 36 percent  increase  in  const ruct ion  in  the  
s ta te .   I f  const ruct ion  were  to  be  considered manufactur ing,  the  whole  
p ic ture  would  change.   Jus t  a  comment .   But  f i rs t  there  was  a  ques t ion .  
 MR.  WEDDLE:  Does  China  have indust r ia l  pol icy?   My sense  i s  
yes  in  mat ters  of  degree .   They have economic  growth pol icy ,  and 
when I  th ink of  indust r ia l  pol icy ,  I  think of ,  wel l ,  a re  we picking th is  
sec tor  or  th is  indust r ia l  sec tor?   Are  we going to  bet  on  p las t ics?   Are  
we going to  bet  on  semiconductors?   Are  we going to  bet  on  these  
th ings ,  and they may be  doing that?  
 I  th ink  the  far  more  impact ful  th ings  tha t  they are  doing is  
exact ly  what  Dr .  Conway sa id-- inves t ing  in  inf ras t ructure  tha t  c rea tes  
p la t forms,  crea tes  p laces ,  and fac i l i ta tes  f i rm growth across  a  wide  



 

 

array .   Jus t  as  Commiss ioner  Fiedler  sa id ,  you f ind  a  lo t  of  
outsourc ing.   You f ind a  lo t  of  d i f ferent  th ings  under  the  roofs  of  these  
parks  tha t  they ' re  crea t ing ,  but  they ' re  crea t ing  the  hos t  locat ions  for  
tha t .  
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 But  my sense  i s  the i r  move to  crea te  excel lence  in  the i r  h igher  
educat ion  sys tems,  the i r  move to  t ra in  workers ,  the i r  move to  inves t  in  
inf ras t ructure ,  and the i r  move to  recrui t  expat r ia tes  back in  h igher-end 
technology is ,  I  guess  maybe tha t ' s  indust r ia l  pol icy .   I t  i s  economic  
pol icy  to  me.   Do we have one?   Not  a t  tha t  sca le  or  a t  tha t  level  of  
proact iv i ty ,  I  th ink.  
 COMMISSIONER VIDENIEKS:   I s  the  ques t ion  of  
cent ra l iza t ion?   The s ta tes  compete  agains t  s ta tes ,  and over  there  
maybe advantages  and disadvantages  of  an  autocra t ic  government ,  
they ' re  r ight  or  they ' re  wrong.   Jus t  a  comment .  
 DR.  CONWAY:  Let  me jump in  there .   I  be l ieve  tha t ,  as  you 
say,  China  has  more  of  what  we would  ca l l  an  indust r ia l  pol icy  than we 
have.   They wi l l  p ick  indust r ies .   They ' l l  say  okay,  we ' re  going to  
develop these  indust r ies .   Perhaps  they don ' t  bui ld  the  p lants  
themselves  but  they provide  the  inf ras t ructure ,  they provide  loans ,  
perhaps  tax  hol idays  and so  on.  
 I  don ' t  have  the  fac ts  on  th is ,  but  I  be l ieve  they ' re  wrong jus t  
about  as  of ten  as  they ' re  r ight  about  tha t ,  and i t ' s  the  ones  tha t  a re  
r ight  tha t  s t ick  and tha t  we not ice .   I  do  know that  over  many more  
people  have  los t  the i r  jobs  in  text i les  in  China  than have los t  the i r  jobs  
in  the  U.S. ,  and tha t  I  be l ieve  i s  due  to  the i r  regional  indust r ia l  pol icy  
of  c los ing down,  put t ing  out  of  compet i t ion  local  text i le  p lants ,  
pul l ing  the  workers  down in to  the  specia l  economic  or  enterpr ise  
zones ,  and then producing there .  
 There  has  been a  grea t  deal  of  churning going on as  they 
fo l lowed th is  pol icy  to  enhance  the i r  economic  growth.   What  we 
observe  are  the  winners .   This  i s  s imi lar  to  the  d iscuss ion we had 15 
years  ago about  Japan.   Japan was  a  country  wi th ,  i s  a  country  wi th  
indust r ia l  pol icy .   They would  p ick  winners ;  they would  p ick  losers .   
But  they would  p ick .   We've  decided not  to  do tha t  or  we aren ' t  as  
voci ferous  about  doing that .  
 One point - - I  l iked your  comment  about  the  growth in  Nor th  
Carol ina--  
 COMMISSIONER VIDENIEKS:   Const ruct ion.  
 DR.  CONWAY:  - -const ruct ion versus  manufactures .   Let  me 
make one impor tant  d i f ference  between those .  
 COMMISSIONER VIDENIEKS:   Wage ra tes .   Rela t ive  wage 
ra tes .  
 DR.  CONWAY:  True .   Here 's  how I  would  expla in  what 's  been 
happening,  and you can take  th is  as  an ivory  tower  explanat ion i f  you 'd  



 

 

l ike .   We are  a  country  of  excess  demand.   We are  consuming much 
more  than we produce .   We can see  tha t  f rom our  current  account .   The 
def ic i t  i s  f ive  percent  of  GDP.   That  means  we 're  spending more  than 
we 're  consuming.  

 

 
 
 
  

- 27 -

  

 Some of  the  th ings  tha t  we buy can only  be  bought  here .   That  
inc ludes  bui ld ings .   So why do we have a  const ruct ion boom?  Wel l ,  
because  we can ' t  impor t  i t .   And because  of  tha t ,  cons t ruct ion  cos ts  are  
going up;  wages  for  const ruct ion workers  are  going up.   We're  ac tual ly  
see ing a  lo t  of  immigra t ion  in  Nor th  Carol ina  and much of  const ruct ion  
i s  done by immigrants  a t  th is  point .  
 So you get  tha t  growth process  for  non- t raded goods .   
Const ruct ion  and services  are  non- t raded goods .   This  excess  demand 
is  caus ing demand for  these .   They can ' t  be  met  e lsewhere .   I t  pul ls  
workers  in to  those  two sectors .  
 We a lso  have excess  demand for  manufactures .   But  there 's  a  
d i f ference  for  manufactures .   They ' re  t raded and we can buy them 
somewhere  e lse .   Others  are  wi l l ing  to supply  them to  us  and the  pr ices  
don ' t  go  up.  
 This  i s  in  the  academic  l i te ra ture :   i t  i s  ca l led  the  "Dutch 
disease ,"  and i t  of ten  happens  for  na tura l  resource  expor t ing  countr ies .  
 When the  natura l  resource  pr ices  goes  up,  o ther  manufactur ing 
decl ines  because  of  th is  type  of  ef fec t .   In  th is  case ,  what  we 've  got  i s  
jus t  a  growth in  nat ional  debt .   We 're  borrowing more;  we ' re  having 
th is  excess  expendi ture .   Const ruct ion and f inances  are  booming,  
services  are  booming,  but  the  manufactur ing which can be  replaced 
f rom fore ign sources  i s  be ing replaced.  
 But  tha t  a l l  comes  out  of  tha t  excess  demand,  and I  would  say  
i t ' s  a  U.S.  source ,  not  a  Chinese  source ,  a t  tha t  point .  
 COMMISSIONER VIDENIEKS:   Thank you very  much.  
 HEARING COCHAIR FIEDLER:  I 'm going to  take  the  
prerogat ive  to  s tar t  the  second round here .   I  want  to  cont inue  th is  
d iscuss ion,  but  in  a  s l ight ly  d i f ferent  way.   Mr.  Weddle ,  you ta lked 
about  semant ics  ear l ie r ,  and I ' l l  take  a  l i t t le  i ssue  wi th  tha t .   Every  
economis t  tha t  we 've  had tes t i fy  th is  year ,  I  have  asked pre t ty  much 
the  same ques t ion ,  and s ince  we 're  in  an  academic  a tmosphere  and 
you 've  got  s tudents  here ,  I  would  ask  you the  same ques t ion ,  and I  
would  then proffer  the  not ion that  probably  you ought  to  have 
somebody do a  master ' s  thes is  or  doctora l  d isser ta t ion  on the  ques t ion ,  
and i t ' s  not  semant ics .  
 What  i s  i t  tha t  we ca l l  the  phenomenon of  the  Chinese  pol i t ica l  
economy?  What  i s  i t  tha t  we are  fac ing?   We s i t  here  and we ta lk  
about  tax  hol idays ,  te rms of  economic  development  we use  in  the  
Uni ted  Sta tes ,  but  are  they rea l ly  appl icable  there?   Okay.   What  i s  i t?  
 Now some of  the  answers--Dan Rosen,  an  economis t  who 



 

 

specia l izes  in  China ,  sor t  of  mumbled a  b i t  when we asked him th is  
ques t ion .   I  sa id  i s  i t  s ta te  capi ta l i sm?  Some have ca l led  i t  
bureaucra t ic  capi ta l i sm.   I s  i t  undemocrat ic  capi ta l i sm?  Is  i t  fasc ism? 
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 I t ' s  an  o ld  word,  but  a  lo t  of  the  cr i te r ia  f i t .   We 're  hes i tant  to  
use  tha t  te rm because  you wouldn ' t  ge t  a  v isa  to  go back to  China .   I f  
you sa id  yes  to  me,  I  would  unders tand that .   
 What  i s  i t?   Because  unless  we unders tand what  i t  i s ,  i t ' s  not  jus t  
another  ac tor  in  the  in ternat ional  t rading sys tem l ike  Botswana;  China  
i s  jus t  a  country  l ike  Botswana.   What  i s  i t  i s  necessary  to  rea l ly  ge t  a t  
and unders tand before  we can determine  how we compete  wi th  i t ,  how 
we act  wi th  i t ,  how we develop pol ic ies  about  i t?  
 I t ' s  not  a  specious  or  semant ic  exerc ise ,  I  th ink.   I  haven ' t  got ten  
a  lo t  of  good answers ,  I  must  te l l  you.  
 DR.  CONWAY:  I  must  te l l  you you 're  not  going to  get  a  good 
one f rom me.   And some of  my s tudents  have lef t  a l ready.   They knew 
there  was  no good answer  coming f rom th is  guy.   I  agree .   I  th ink 
you ' re  both  asking the  same ques t ion .   I s  i t  appropr ia te  to  ta lk  about  
economic  pr incip les  and in ternat ional  t rade  and the  market  sys tem i f  
you ' re  deal ing  wi th  an  ac tor  tha t  doesn ' t  p lay  by those  ru les?  
 My answer  takes  two par ts .   One is  tha t ,  yes ,  the  in ternat ional  
t rading sys tem wi l l  s t i l l  opera te  in  the  same way.   But  number  two,  and 
th is  i s  your  point ,  i f  we don ' t  unders tand the  mot ivat ion  of  the  Chinese  
government ,  then we 're  going to  have a  great  deal  of  d i f f icul ty  
unders tanding what  to  expect  f rom th is  in ternat ional  t rading sys tem.  
 I  don ' t  have  the  answer  to  the  second one.  My reading,  my casual  
empir ic ism,  i s  tha t  th is  i s  a  count ry  tha t  has  one  goal  and is  working 
very  s t rongly  to  achieve  tha t  goal .   Perhaps  I 'm seeing i t  through 
bl inders .   I t  looks  to  me as  i f  i t ' s  the  same s t ra tegy tha t  was  used by 
the  Four  Tigers  before  i t .   China  i s  jus t  a  b igger  country .  
 But  you ' re  r ight .   I f  I  don ' t ,  i f  you as  a  group and i f  I  don ' t  
unders tand the  mot ivat ions  of  tha t ,  I  won ' t  be  able  to  expla in  what  
types  of  in tervent ions  to  expect  f rom them in  the  wor ld  marketplace .  
 MR.  WEDDLE:  And the  award for  bes t  ques t ion goes  to- -  
I  th ink you ' re  r ight .   This  i s  a  d i f f icul t  ques t ion .   I  th ink you are  wel l  
on  task  wi th  probing to  unders tand what  i t  i s  to  know how to  respond 
to  i t .  I  s ta r ted  my remarks  by saying I  am not  an  economis t ;  I 'm an  
economic  developer .   Those  of  us  in  the  economic  development  
bus iness  in  the  U.S.  have  s t ruggled wi th  th is  ques t ion  for  severa l  
decades  of  what  i s  i t  tha t  we do because  i s  i t  a  profess ion or  i s  i t  a  
prac t ice?  
 I  would  pos i t  to  you that  what  we ' re  see ing in  China  today is  a  
lo t  of  the  pract ice  of  economic  development  a t  a  na t ional  level ,  and 
jus t  as  we don ' t  unders tand i t  much in  the  U.S.  because  when we ta lk  



 

 

about  economic  growth in  the  U.S. ,  we tend to  have academics  and 
theor is ts  and pol i t ic ians  and others  ta lk  about  i t  f rom the  profess ion 
point  of  v iew,  but  not  a t  the  prac t ice  level ,  but  a  lo t  of  the  work i s  
done a t  the  prac t ice  level .  
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 So  what  we ' re  see ing in  China  today is  a  lo t  of  prac t ice  of  
economic  development ,  of  put t ing  fundamenta l  programs and plans  
together  to  do--you asked the  ques t ion  do we have indust r ia l  pol icy?   
At  the  local  and regional  and s ta te  level  in  the  U.S. ,  we do.   We do.   
We have not  aggregated  tha t  a t  the  nat ional  level .  
 RTP is  an  example  of  indust r ia l  pol icy ,  1950s ,  p icking high 
technology.   Back then i t  was  chemist ry .   We thought  tha t  was  pre t ty  
much where  i t  was  going to  be ,  but  p icking a  sec tor ,  inves t ing  heavi ly .  
 1984 wi th  the  b io tech center  es tabl ished in  Nor th  Carol ina ,  we picked 
a  sec tor  and made s t ra tegic  inves tments ,  and saw huge benef i t s  and 
dividends  come f rom that .   Today we 're  the  f i f th  larges t  concentra t ion  
of  l i fe  sc ience  ac t iv i ty  in  the  U.S.  
 So we do a t  the  local .   At  the  prac t ice  level ,  we have those  
pol ic ies .   My guess  i s  s ince  no one e lse  has  g iven you a  good answer ,  
I ' l l  say  i t ' s  the  prac t ice  of  economic development  tha t ' s  going on over  
there ,  and i t  was  the  Tigers  were  doing,  and i t ' s  how they engaged 
markets  in  a  proact ive  way wi th  the  s ta te  as  p layer  and not  jus t  a rb i ter .  
 HEARING COCHAIR FIEDLER:  Okay.   Thank you.   Mr.  
Wessel ,  you had one.  
 COMMISSIONER WESSEL:   Yes .   Thank you.   This  has  been 
very  in teres t ing  and probably  we could  take  most  of  the  day jus t  
having th is  in terac t ion .   Dr .  Conway,  I  be l ieve  Nor th  Carol ina  has  
probably  been one of  the  greater  uses  of  t rade  laws.   I f  you look a t  
furni ture ,  you look a t  s tee l ,  you look a t  paper  or  wood products ,  I  
guess  shr imp on the  coas t ,  you have some shr impers ,  text i les ,  e t  
ce tera ,  and I  guess  one  of  the  grea ter  ta rgets  has  been the  ques t ion  of  
China .  
 How does  a l l  th is  p lay  in  your  v iew in  terms of  how we in terac t  
wi th  China?   Cer ta in ly  our  t rade  problems are  not  so le ly  caused by 
China ,  but  they seem to  be  the  accelera t ing  force  in  many of  our  
problems,  and looking a t  the  t rade  data ,  I  would  probably  look a t  
Nor th  Carol ina  as  be ing a  microcosm of  the  u t i l i ty  of  the  t rade  laws 
and how maybe they need to  be  enhanced in  terms of  the i r  
ef fec t iveness .  
 DR.  CONWAY:  I 'd  separa te  the  t rade  laws in to  two par ts .   And 
your  ques t ion  i s  wel l  posed because as  a  source  of  nondurables  p lus  
the  furni ture  sec tor ,  as  you point  out ,  which has  taken qui te  a  b i t  of - -
has  faced a  grea t  deal  of  compet i t ion-- the  Nor th  Carol ina  economy is  
one  of  impor t  compet i t ion .   The t rade  laws are  des igned to  lessen the  
impact  of  t rade  compet i t ion  on impor t  compet i tors .   We can ta lk  about  



 

 

t rade  laws as  be ing e i ther  the  tar i f f  sys tem or  the  temporary  quotas  
l ike  the  Mul t i -Fiber  Arrangement  or  the  Stee l  Reference  Agreements .  
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 COMMISSIONER WESSEL:   Or  the  address ing,  which is  WTO 
i l legal  for  us  to  address  dumping subsid ies ,  e t  ce tera .  
 DR.  CONWAY:  Right .  
 COMMISSIONER WESSEL:   So not  protec t ionis t  prac t ices ,  but  
t ry ing to  ensure  market  forces  are  being appl ied  appropr ia te ly .  
 DR.  CONWAY:  Uh-huh.   In  those  cases  in  which there  i s  unfa i r  
compet i t ion ,  as  we def ine  i t ,  then,  yes ,  we are  benef i t ing  to  some 
extent .   Those  have not  been tha t  impor tant  in  the  area  of  text i les  
because  qui te  f rankly  most  everyone knows that  tha t  type  of  
compet i t ion  i s  low cos t ,  but  i t ' s  not  meet ing the  def in i t ion  of  dumping.  
 There  have been examples  of  appl ica t ion  of  what 's  known as  the  
"escape  c lause ."  
 COMMISSIONER WESSEL:   Surge  protect ion.  
 DR.  CONWAY:  Yes .   Surge  protec t ion .   And those  have helped 
out  the  economy,  the  Nor th  Carol ina  economy,  helped out  the  exis t ing  
members  in  Nor th  Carol ina  economy to  some extent .  
 In  my in terviews wi th  the  text i le  execut ives ,  I  found four  
d i f ferent  s t ra tegies  tha t  these  guys  had developed to  respond to  impor t  
compet i t ion .    And they were  a l l  guys .   I 'm sorry .   There  were  no 
women among these .   The f i rs t  was  to- -and that  doesn ' t  inc lude  
shut t ing  down so  tha t  would  be  the  f i f th-- the  f i rs t  was  s imply to  do 
what  they ca l led  "harves t ing ,"  and tha t  meant  no  new inves tment ;  
we ' re  s imply  going to  run our  p lant  unt i l  i t  no  longer  runs .   We ' l l  se l l  
our  product  t i l l  then and then we ' l l  be  out  of  the  bus iness .  
 The second was  to  keep the  exis t ing  brand but  to  purchase  a l l  the  
product  overseas  so  tha t  they remained in  bus iness ,  but  they d idn ' t  
produce  anymore .   Those  were  usual ly  p laces  tha t  had some brand tha t  
they could  re ly  upon,  but  o therwise  were  h igh cos t  producers .  
 The th i rd  i s  the  group that  you ' re  descr ib ing,  the  group that  i s  in  
favor  of  the  types  of  pol ic ies  you ' re  descr ib ing,  and tha t  i s  the  group 
that  sa id ,  wel l ,  we jus t  need to  get  a  l i t t le  protec t ion  and then we ' l l  be  
back on our  fee t ,  so  they would  put  through reques ts  for  escape c lause  
Sect ion 201 or  Sect ion 301 for  ant idumping or  expor t  subs id ies .  
 And then the  four th  group s imply  sa id ,  okay,  i t ' s  a  new world  
marketplace .   We want  to  be  able  to  compete  wi th  a l l  of  these  guys  in  
o ther  countr ies .   Let ' s  in tegra te  our  opera t ions  around the  wor ld .  
That ' s  an  extended digress ion,  but  i t  leads  to  the  point  tha t  I  wanted  to  
make now,  and tha t  i s  tha t  whi le  the  t rade  pol ic ies  have  been 
successful  in  he lp ing tha t  th i rd  group,  who then have to  decide  
whether  or  not  they ' re  going to  modernize  in  order  to  remain  in  
bus iness ,  i t  has  worked agains t  the  four th  group,  which is  t ry ing to  be  
forward looking and is  t ry ing to  in tegra te  wi th  the  wor ld  economy,  but  



 

 

cannot  make those  choices  of  where  to  s i te  the i r  opera t ions  unt i l  they 
know what  the  t rade  laws are  going to  be .  
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 The  t rade  laws are  shi f t ing  as  these  th ings  go in to  p lace .   For  
example ,  i f  someone wanted to  coopera te  wi th  China ,  to  have  a  p lant  
in  China ,  have  a  par tner  in  China ,  and they were  producing socks ,  and 
in  June 2005,  they found out ,  wel l ,  no ,  you can ' t ,  you ' re  now going to  
have to  face  a  whole  new game,  you can ' t  use  tha t  coopera t ion  anymore  
in  the  way you wanted to ,  go  f ind something e lse .   That  k ind of  on and 
off  t rade  pol icy  helps  some,  and i t  could  be  useful  in  the  adjus tment  
process ,  but  doesn ' t  he lp  o thers  who are  t ry ing to  compete  on tha t  
in ternat ional  marketplace .  
 The par t  of  t rade  pol icy  tha t  I  th ink i s  ext remely  impor tant  i s  the  
par t  you ' l l  hear  about  in  your  next  sess ion,  and tha t  i s  the  Trade  
Adjus tment  Ass is tance ,  because  text i les  have  a lways  been a  churning 
business .   There  have a lways  been plants  c los ing down,  p lants  opening 
up,  of ten  in  the  same bui ld ing,  but  new opera t ions ,  a  new product .    
 This  churning leads  to  a  lo t  of  layoffs .   I t  leads  to  downsiz ing,  
and i t  leads  to  people  who are  no longer  in  the  jobs  they 've  become 
accustomed to  and need to  move.   Trade  Adjus tment  Ass is tance  i s  
des igned to  handle  those  people ,  to  help  them to  move to  tha t  new job,  
and tha t ' s  the  par t  of  t rade  pol icy  tha t  I  th ink i s  f rankly  of  most  va lue  
to  the  res idents  of  Nor th  Carol ina .  
 You can pick  individual  companies  tha t  wi l l  benef i t  f rom the  
surge  protec t ion ,  f rom ant idumping,  f rom countervai l ing  duty  
ac t iv i t ies ,  but  i t ' s  tha t  adjus tment ,  the  s t ruc tura l  adjus tment ,  tha t  I  
th ink i s  ac tual ly  in  the  long run the  most  impor tant  to  Nor th  Carol ina .  
 HEARING COCHAIR FIEDLER:  Thank you,  Dr .  Conway.  
 COMMISSIONER WESSEL:   Could  I  jus t  make one  quick  
comment?   I  would  say  i t ' s  not  the  t rade  laws.   I t ' s  the  appl ica t ion  of  
the  t rade  laws.  
 DR.  CONWAY:  Okay.  
 COMMISSIONER WESSEL:   Because  s ince  2000,  we rea l ly  have 
had no big  changes  o ther  than maybe the  Byrd Amendment  to  the  t rade  
laws.   I t ' s  a  ques t ion  of  uncer ta in ty  as  to  whether  the  laws are  going to  
be  appl ied  consis tent ly  across  a l l  these  i ssues .  
 HEARING COCHAIR FIEDLER:  I  want  to  thank you,  
gent lemen.   You 've  been very  in teres t ing .  
 CHAIRMAN BARTHOLOMEW:  Very in teres t ing.  
 HEARING COCHAIR FIEDLER:  We're  going to  have  our  next  
panel  now.  
 DR.  CONWAY:  Thank you very  much.   We apprecia te  your  
coming here  to  ask  our  v iews.  
 CHAIRMAN BARTHOLOMEW:  Very in teres t ing.   Thanks .  
 MR.  WEDDLE:  Thank you.  
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PANEL II:   HOW CHINA TRADE HAS AFFECTED NORTH 
CAROLINA’S ECONOMY 

 
 HEARING COCHAIR FIEDLER:  Dr .  Gary Gereff i  i s  Professor  
of  Sociology a t  Duke Univers i ty  and Direc tor  of  the  Center  on  
Global iza t ion ,  Governance  and Compet i t iveness .   He has  publ ished 
extens ively  on global iza t ion  and i t s  e f fec ts .  
 One of  h is  pr inc ipal  in teres ts  i s  analyzing the  compet i t iveness  of  
Nor th  Carol ina 's  indust r ies .   Dr .  Gereff i  current ly  i s  complet ing  a  
major  s tudy on employment  in  Nor th  Carol ina .  
 Dr .  Bet ty  McGrath  i s  the  Manager  of  the  Off ice  of  Pol icy  
Program Evaluat ion and Research a t  the  Nor th  Carol ina  Employment  
Secur i ty  Commiss ion.  For  the  pas t  ten  years ,  she  has  watched f i rs thand 
the  ef fec ts  of  Chinese  impor ts  and global iza t ion  on the  indust r ies  of  
Nor th  Carol ina .  
 You are  famil iar  wi th  our  ru les  of  seven minutes  and then lo ts  of  
ques t ions .   Dr .  Gereff i ,  would  you l ike  to  s tar t?  
 

STATEMENT OF DR. GARY GEREFFI 
DIRECTOR, CENTER ON GLOBALIZATION, GOVERNANCE & 

COMPETITIVENESS (CGGC),  DUKE UNIVERSITY,  
DURHAM, NORTH CAROLINA 

  
 DR.  GEREFFI:   Thank you very  much for  invi t ing  me and I 'm 
glad  to  see  we had such a  l ive ly  in i t ia l  sess ion when a l l  those  hard  
ques t ions  are  a l ready out  of  your  sys tem and we 're  on eas ier  th ings .  
 HEARING COCHAIR FIEDLER:  Oh,  no,  we can ask  them again .  
 DR.  GEREFFI:   Okay.   That ' s  f ine .   In  the  remarks  I  prepared I  
wanted to  focus  on a  ser ies  of  i ssues  having to  do wi th  Nor th  
Carol ina 's  pos i t ion  in  the  g lobal  economy,  and I  want  to  s tar t  wi th  two 
observat ions  tha t  have  come up in  th is  in i t ia l  sess ion as  wel l .  
 The  f i rs t  i s  tha t  I  th ink Nor th  Carol ina  in  many ways  rea l ly  i s  a  
microcosm of  the  U.S.  economy.   We have such a  broad range of  
indust r ies  tha t  have  been impor tant  to  the  s ta te .   We have  t radi t ional  
manufactur ing indust r ies ,  text i les  and appare l ,  and furni ture ,  where  
Nor th  Carol ina  has  been the  leading producer  in  the  U.S.  for  decades .  
We have resource-based indust r ies  l ike  tobacco and hog farming,  but  
we a lso  have  h igh- tech indust r ies  l ike  b io technology,  informat ion 
technology,  banks  and f inance .  
 And when you th ink about  a l l  of  those  indust r ies  in  a  s ta te  of  ten  
mi l l ion  people  tha t  has  very  ac t ive  government  pol ic ies  and labor  
market  in i t ia t ives ,  I  th ink t ry ing to  ba lance  the  indust r ies  tha t  a re  in  
decl ine  wi th  the  indust r ies  tha t  a re  on  the  r i se ,  labor- in tens ive  



 

 

indust r ies  and research- in tens ive  indust r ies ,  we get  a  good sense  of  the  
chal lenges  tha t  the  country  as  whole  i s  fac ing.  
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 So  in  many ways ,  th is  i s  a  grea t  s ta te  to  look a t  to  t ry  to  deal  
wi th  those  i ssues .  S imi lar ly ,  Nor th  Carol ina ,  l ike  the  res t  of  the  U.S.  
has  def in i te ly  been very  af fec ted  by global iza t ion .   But  as  has  a l ready 
come up in  some of  these  in i t ia l  comments ,  i t ' s  rea l ly  c lear  tha t  
because  of  th is  mix of  indust r ies ,  g lobal iza t ion  i s  not  v iewed as  a  
zero-sum game f rom the  point  of  v iew of  the  s ta te .   There  are  ways  in  
which Nor th  Carol ina  has  been hur t  by  in ternat ional  compet i t ion ,  but  
there  are  a lso  ways  in  which i t  has  been advantaged by in ternat ional  
compet i t ion .  
 So hopeful ly  in  the  res t  of  the  remarks  tha t  I ' l l  summarize  here ,  I  
can  g ive  you a  sense  of  how that  takes  p lace .  
 In  the  f i rs t  par t  of  my wri t ten  tes t imony,  I  wanted  to  h ighl ight  a  
da ta  resource  tha t  I  th ink is  very  useful  for  your  Commiss ion and 
others  looking a t  Nor th  Carol ina ,  which i s  a  Web s i te  ca l led  Nor th  
Carol ina  in  the  Global  Economy.   In  th is  Web s i te ,  which we put  
together  over  severa l  years  a t  Duke Univers i ty ,  we deal  wi th  seven of  
the  s ta te’s  most  impor tant  indust r ies :  text i les  and appare l ,  furni ture ,  
tobacco,  informat ion technology,  b io technology,  banking and f inance ,  
and hog farming.   They represent  rea l ly  d i f ferent  character is t ics .  
 We 've  t r ied  to  br ing  together  the  bes t  avai lable  s ta te- level  da ta ,  
l ike  the  k ind tha t  the  Nor th  Carol ina  Employment  Secur i t ies  
Commiss ion provides  a t  a  county  level ,  and we 've  supplemented tha t  
wi th  f i rm-level  da ta  f rom a  source  ca l led  Reference  USA.  
 What  th is  a l lows us  to  do  i s  to  rea l ly  zero  in  on the  employment  
ef fec ts  of  how these  indust r ies  have  changed over  t ime and a lso  where  
Nor th  Carol ina 's  unique  compet i t ive  advantage  i s  in  each of  these  
indust r ies  and how that ' s  changing over  t ime.  
 I t  in i t ia l ly  s tar ted  out  as  a  teaching tool  and a  research tool ,  but  
now I  th ink i t  ac tual ly  has  qui te  a  b i t  of  publ ic  pol icy  re levance  as  
wel l .   Jus t  yes terday,  we re leased a  new vers ion of  i t  on  the  Websi te  
tha t  has  lo ts  of  updates  and upgrades ,  and some of  those  are  descr ibed 
in  the  paper ,  and I  encourage  you to  v is i t  i t  and you ' l l  see  for  yourse l f .  
 The one  point  I 'd  l ike  to  emphasize ,  though,  in  analyt ica l  te rms 
about  how we look a t  Nor th  Carol ina 's  indust r ies ,  i s  tha t  we contras t  
the  c lus ters  model  wi th  something tha t  we ca l l  g lobal  va lue  chains .   In  
th is  or ig inal  c lus ter  model  of  development ,  the  idea  was  tha t  i f  you 
could  get  concentra t ions  of  f i rms inc luding re la ted  and suppor t ing  
indust r ies  in  one  p lace ,  and you could  suppor t  tha t ,  the  indust ry  wi l l  
grow and become compet i t ive .  
 I t  was  def in i te ly  a  p lace-based model  of  development  and tha t  
worked very  wel l  when we were  s t i l l  th inking about  product ion  ins ide  
U.S.  borders .   We s t i l l  have  s ta tes  compet ing wi th  one  another ,  but  i t ' s  



 

 

rea l ly  t ry ing to  say  i f  we ' re  in  th is  locat ion ,  we have  a  cr i t ica l  
advantage  i f  we can br ing these  p ieces  together .  
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 In  the  Web s i te ,  we take  a  d i f ferent  approach,  which we cal l  
g lobal  va lue  chains .   The whole  idea  of  g lobal  va lue  chains ,  or  g lobal  
supply  chains ,  i s  tha t  a l l  indust r ies  now have become global ly  
d ispersed,  and increas ingly  f ragmented.   Nor th  Carol ina  in  every  one  
of  these  indust r ies  i s  t ry ing to  capture  cer ta in  p ieces  tha t  i t  has  and 
mainta in  the  advantage  of  those  p ieces ,  and i t ' s  see ing other  par t  of  the  
indust ry  migra te  e lsewhere ,  and thus  i t  ra ises  ques t ions  such as  what  
are  the  cr i t ica l  p ieces  of  text i les  to  have i f  low wage product ion is  
moving offshore?  
 I f  furni ture  i s  exper iencing a  lo t  of  in tense  compet i t ion ,  can  you 
add in  a  des ign piece  tha t  might  ac tual ly  supplement  what  you 've  done 
t radi t ional ly  to  make you more  compet i t ive?   How do you br ing in  
R&D?  How do you br ing in  branding,  logis t ics ,  and di f ferent  e lements  
of  a  complete  not ion of  g lobal  indust r ies?  
 I t ' s  not  jus t  the  product ion of  goods  anymore ,  but  a lso  the  
provis ion of  cr i t ica l  h igh level  services .   I  th ink wi th  tha t  k ind of  a  
f ramework,  we have a  much bet ter  fee l  for  the  changes  tha t  a re  
af fec t ing  these  Nor th  Carol ina  indust r ies  and how th is  s ta te  and other  
s ta tes  in  the  U.S.  are  t ry ing to  deal  wi th  those  changes  in  a  way to  
remain  g lobal ly  compet i t ive .   So the  f ramework is  as  impor tant  as  the  
data  tha t  a re  there .  
 In  te rms of  the  cent ra l  par t  of  the  paper ,  I  t r ied  to  d iv ide  
g lobal iza t ion  or  the  g lobal  economy into  four  d imensions  tha t  a re  
af fec t ing North  Carol ina .    
 One is  in ternat ional  t rade .   Another  i s  fore ign d i rec t  inves tment .  
 Another  i s  immigra t ion ,  and the  four th  i s  educat ion .   We can th ink 
about  these  as  four  k inds  of  f lows tha t  have  crea ted  th is  
in terconnectedness :  f lows of  goods;  f lows of  capi ta l ;  f lows of  people ;  
and f lows of  ideas .  
 The ques t ion is :   How is  Nor th  Carol ina  pos i t ioning i t se l f  v is -à-
vis  China ,  for  example ,  in  a l l  of  these  d i f ferent  areas?   In ternat ional  
t rade  i s  cer ta in ly  the  i ssue  tha t ' s  got ten  the  most  a t tent ion ,  especia l ly  
g iven China 's  ro le  as  an  emerging expor t  phenomenon in  the  g lobal  
economy,  but  especia l ly  wi th  t rade  we see  some of  the  complexi t ies  in  
looking a t  th is  U.S. -China  re la t ionship  and the  China-North  Carol ina  
re la t ionship .  
 When you look a t  China 's  ro le  as  an  expor ter ,  las t  year ,  once  
again ,  i t  se t  another  record  in  te rms of  b i la tera l  t rade  def ic i t s  wi th  the  
Uni ted  Sta tes .   The def ic i t  was  something l ike  $233 bi l l ion .   So i t  
means  China  was  expor t ing  to  us  around $290 bi l l ion  and impor t ing  
around $55 bi l l ion .  
 But  the  fac t  i s  China 's  ro le  as  an  expor ter  be l ies  the  fac t  tha t  i t  



 

 

rea l ly  impor ts  most  of  the  components  i t ' s  us ing in  a  lo t  of  those  
products  and i t ' s  p laying th is  ro le  as  an  assembler  of  f ina l  par ts .  
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 So  expor ts  tha t  had been coming to  us  previously  f rom Japan,  
Taiwan,  South  Korea ,  and Singapore ,  have  ac tual ly  now been going 
di rec t ly  in to  China  and are  being re-expor ted  as  f ina l  products .  China  
s t i l l  has  an  impor tant  ro le  to  p lay ,  but  I  c i te  in  the  paper  the  example  
of  Apple 's  iPod.   There  was  an  in teres t ing  ar t ic le  in  the  New York 
Times  in  June  tha t  took the  iPod and decomposed i t  in  te rms of  where  
a l l  the  par ts  came f rom and what  China 's  ro le  was  s ince  China  
assembles  iPods  and expor ts  them to  the  U.S.  
 The re ta i l  cos t  of  th is  30  g igabyte  v ideo iPod is  $299.   Of  tha t  
$299,  Apple  gets  $80 for  the  des ign and concept ion of  the  product .   
Apple  has  no fac tor ies  to  make i t ,  but  i t  c rea ted  the  product .   The  
b igges t  component  in  tha t  i s  the  d isk dr ive ,  tha t  Toshiba ,  the  Japanese  
company,  makes  and i t  cos ts  $63.   When you put  together  what  a l l  of  
the  American companies  involved in  tha t  supply  chain  get ,  i t ' s  about  
$163 or  55 percent  of  the  to ta l  va lue  of  the  iPod.  
 China 's  cos ts  to  assemble  tha t  and se l l  i t  to  the  U.S.  i s  about  $4  
per  uni t .   That  means  China  i s  ge t t ing  jus t  one  percent  of  the  re ta i l  
va lue  of  the  iPod in  terms of  i t s  assembly work,  but  when you look a t  
our  b i la tera l  t rade  re la t ions  wi th  China ,  the  wholesa le  va lue  of  those  
expor ts  i s  $150,  so  China  i s  ge t t ing  charged $150 for  every  iPod that  i t  
sends  out ,  but  i t se l f  i s  rea l ly  only  contr ibut ing about  $4  out  of  tha t  
va lue  chain .  
 This  shows the  d i f f icul ty  in  t ry ing to  unders tand China 's  ro le  or  
any of  the  countr ies '  ro les  in  th is  k ind of  a  g lobal  economy where  
th ings  are  spread a l l  over .   From an account ing points  of  v iew,  China  
i s  going to  get  charged wi th  whatever  comes out  f rom i t s  borders ,  but  
in  te rms of  what  China’s  rea l  capabi l i t ies  are ,  we need to  break apar t  
these  indust r ies  in  th is  k ind of  de ta i l .  
 And that ' s  jus t  one  example .   I  g ive  an  example  of  Wal-Mart  as  
wel l .   China 's  ro le  as  an  expor ter  has  largely  been fac i l i ta ted  by U.S.  
brands ,  U.S.  manufacturers  and U.S.  re ta i le rs  tha t  see  China  as  th is  
grea t  source  of  low-cost  goods .   Wal-Mart  ge ts  over  70  percent  of  a l l  
the  goods  tha t  i t  se l l s  a round the  wor ld  f rom China .   Wal-Mart  has  
moved i t s  g lobal  procurement  centers  to  Shenzhen.   
 Now how does  China  become so  successful  in  a l l  these  d i f ferent  
consumer  goods  indust r ies- -c lo thes ,  toys ,  shoes ,  te levis ions ,  spor t ing  
goods ,  on  and on,  everything we can f ind  in  a  depar tment  s tore  shel f?  
 They ' re  taught  tha t .   They ' re  g iven those  speci f ica t ions  and 
taught  to  be  good expor ters  by  the  Mat te ls ,  the  Nikes ,  the  Apples ,  and 
the  Wal-Marts  of  the  wor ld .   Nothing bad about  tha t .   That ' s  the  way 
global  compet i t ion  works  nowadays ,  but  i t  cer ta in ly  shows how U.S.  
companies  are  pos i t ioned in  one  par t  of  these  g lobal  indust r ies .  The 



 

 

supply  base  has  moved e lsewhere ,  and i t ' s  not  jus t  China;  i t ' s  Mexico,  
Eas tern  Europe.   
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 We need to  unders tand th is  k ind of  complexi ty .   What  came out  
in  the  f i rs t  sess ion [ th is  morning] ,  which I  th ink is  ext remely  
impor tant ,  i s  tha t  China  i s  moving very ,  very  fas t  up  the  value  chain .   
I t  rea l ly  doesn ' t  want  to  jus t  keep doing that  low-end assembly work 
and a l l  the  d iscuss ion on the  R&D parks  and the  h igh tech development  
i s  ext remely  impor tant .  
 The second dimension is  d i rec t  fore ign inves tment .   Table  2  in  
my paper  l i s t s  the  number  of  companies  in  Nor th  Carol ina  and in  China  
tha t  inves t  in  each other .   We have the  IBMs,  Del l ,  and a  whole  se t  of  
h igh tech  companies .   I  th ink i t ' s  through fore ign di rec t  inves tment ,  
not  through the  t rade ,  tha t  we s tar t  see ing how China  i s  t ry ing to  move 
in to  these  h igh- tech indust r ies ,  but  a lso  how North  Carol ina  companies  
are  t ry ing to  tap  in  wi th  these  R&D parks .  
 The la tes t  s ta t i s t ics  are  tha t  China  has ,  depending on how you 
count  them,  one  thousand of  these  mul t ina t ional  corpora t ion  R&D 
parks  in  the  country ,  and tha t ' s  an  enormous source  of  the i r  
compet i t ive  advantage .  
 Let  me jus t  focus  on two points  tha t  weren ' t  brought  up  in  the  
f i rs t  sess ion,  the  point  about  immigra t ion  and the  point  about  
educat ion ,  because  I  th ink they ' re  impor tant  for  Nor th  Carol ina .  
 Pat  Conway used the  not ion tha t  Nor th  Carol ina  i s  two s ta tes :  the  
urban s ta te  and the  rura l  s ta te ,  or  h igher  income/ lower  income,  
d i f ferent  ways  of  cut t ing  i t .   In  terms of  immigra t ion ,  there  are  a lso  
two types  of  immigra t ion  tha t  have  been very ,  very  impor tant  in  Nor th  
Carol ina .   One has  been the  South  to  Nor th ,  low-wage and largely  
Hispanic  immigra t ion  tha t  has  moved in to  agr icul ture ,  moved in to  
some of  the  low-end manufactur ing and lo ts  of  service  indust r ies .  
 Over  the  las t  ten  to  15 years ,  Nor th  Carol ina  has  probably  been 
among the  most  impor tant  s ta tes  in  the  U.S.  in  te rms of  a t t rac t ing  
Hispanic  migrants .  
 But  there  i s  an  upper  end of  tha t  immigra t ion  s t ream as  wel l ,  the  
people  who are  coming f rom China ,  India ,  Taiwan and e lsewhere  who 
are  moving in to  the  h igh tech indust r ies ,  b io tech,  IT,  e t  ce tera .  
 I  th ink both  of  those  s t reams are  ext remely  impor tant  i f  Nor th  
Carol ina  i s  going to  cont inue  to  be  compet i t ive  and I  refer  in  the  paper  
to  a  se t  of  s tudies  we 've  been doing recent ly  on  th is  topic  of  immigrant  
ent repreneurship  in  the  U.S.  
 We looked a t  the  number  of  technology s tar t -up f i rms in  the  U.S.  
be tween 1995 and 2005.   We asked of  those  technology s tar t -ups ,  how 
many of  them had a  founder  tha t  was  not  born  in  the  U.S.   I t  turns  out  
25  percent  were  se t  up  by immigrant  ent repreneurs .  
 In  th is  s ta te ,  most  of  those  ent repreneurs ,  about  25  percent ,  come 



 

 

f rom India .   We a lso  have the  Chinese;  both  mainland Chinese  and 
Taiwanese  are  ext remely  impor tant  in  p laces  l ike  Si l icon Val ley ,  a l l  
throughout  Cal i fornia .   One of  the  th ings  we need to  unders tand is  
what  ro le  do we want  immigra t ion  to  p lay  or  wi l l  i t  p lay  in  how North  
Carol ina  i s  t ry ing to  make some of  the  adjus tments  to  the  way i t s  
indust r ies  are  changing.  
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 Let  me jus t  conclude wi th  a  note  on educat ion.   As  brought  up in  
the  f i rs t  sess ion,  Nor th  Carol ina 's  univers i t ies  and a lso  i t s  communi ty  
col leges  are  ext remely  impor tant  in  i t s  abi l i ty  to  move in to  th is  h igher  
technology,  research or iented ,  and high value  end of  the  way di f ferent  
indust r ies  are  moving.  
 There  have been s tudies ,  for  example ,  of  supply  of  engineers  in  
the  U.S. ,  China ,  and India .   The numbers  tha t  have  previous ly  been 
given was  tha t  the  U.S.  produces  about  70 ,000 engineers  a  year ;  India ,  
350,000;  and China ,  over  600,000.  
 With  some col leagues  a t  the  engineer ing school  a t  Duke,  we 
revis i ted  those  numbers ,  and found that  the  China  and India  numbers  
were  rea l ly  inf la ted  compared to  the  four  year  bachelor 's  degree  
numbers  for  the  U.S. ,  and we readjus ted  them because  one  of  the  
impl ica t ions  for  the  Nat ional  Academy of  Engineer ing in  the  U.S.  i s ,  i f  
tha t ' s  the  case ,  then we should  double  or  t r ip le  the  number  of  
engineers .  
 This  k ind of  a  response ,  tha t  i t ’ s  a  quant i ty  problem,  not  a  
qual i ty  problem,  i sn ' t  r ight .   What  k ind of  engineers  do  we need?  
When you look a t  the  Ph.D.s  and the  M.E.s  be ing crea ted  in  India ,  
the i r  s lope  or  ra te  of  growth is  much greater  than we have in  the  U.S.  
 They ' re  being t ra ined to  do the  k ind of  work that  U.S.  
mul t ina t ionals  want  them to  do because  of  those  R&D centers ,  and I  
th ink  th is  i s  something tha t ' s  real ly  cont r ibut ing  to  the  compet i t iveness  
of  China .   What  we 're  doing in  the  U.S.  in  engineer ing schools  and in  
sc ience  depar tments ,  i s  t ry ing to  f igure  out  how w increase  or  crea te  
something ca l led  “dynamic  engineers”  who know business ,  who know 
communicat ion ,  and who can ac tual ly  p lay  a  cr i t ica l  ro le  in  innovat ion.  
 China  i s  copying us ,  but  we 're  def in i te ly  t ry ing to  s tay  ahead of  
the  curve  by changing the  way we educate  our  own engineers  and 
sc ient is t s .   So  le t  me s top there .  
[The s ta tement  fo l lows:] 3 
 
    HEARING COCHAIR FIEDLER:  Thank you.   Ms.  McGrath .  
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EMPLOYMENT SECURITY COMMISSION OF NORTH 

CAROLINA, RALEIGH, NORTH CAROLINA 
 

 DR.  McGRATH:  Good morning.   I 'm not  as  versed in  the  
g lobal iza t ion  and t rade  economics  as  some of  your  ear l ier  panel is t s ,  
but  what  I  hope to  do for  you today is  to  share  wi th  you some 
informat ion about  what  i s  happening to  the  workers  in  Nor th  Carol ina  
and our  abi l i ty  to  t rack  the i r  reemployment  exper iences  and the  
workforce  development  services  tha t  they receive .  
 Our  nat ion 's  economy is  undergoing a  major  economic  
t ransformat ion.   This  t ransformat ion i s  evident  in  the  major  changes  
tha t  a re  occurr ing  in  our  indust r ia l  employment .  
 Our  goods  producing indust r ies  which once  were  the  corners tone  
of  our  nat ion 's  economy have shed mi l l ions  of  jobs .   At  the  same t ime,  
our  economy is  be ing dominated  by growth in  our  service-providing 
indust r ies .  
 According to  data  f rom the  Bureau of  Labor  Sta t i s t ics '  Current  
Employment  Sta t i s t ics  Program,  between 1996 and 2006,  our  nat ion 's  
to ta l  non-farm employment  added over  16.5  mi l l ion  jobs .   Between 
2000 and 2006,  our  nat ion 's  economy added over  4 .3  mi l l ion  jobs .  
 This  inc ludes  the  growth of  over  6 .4  mi l l ion  jobs  in  our  service  
providing indust r ies ,  and the  loss  of  over  two mil l ion  jobs  in  our  
goods  producing indust r ies .  
 Within  our  goods  producing indust r ies ,  the  larges t  change has  
been the  decl ine  of  our  manufactur ing employment .   Between 2000 and 
2006,  our  nat ion 's  manufactur ing indus t r ies  have  los t  over  three  
mi l l ion  jobs .   In  1996,  manufactur ing employment  accounted for  14 .4  
percent  of  our  na t ion 's  to ta l  employment ,  and by 2006,  manufactur ing 
accounted for  only  10.4  percent  of  our  to ta l  employment .  
 Here  in  Nor th  Carol ina ,  our  economic  t ransformat ion has  been 
even more  pronounced.   Dur ing the  la t ter  have  of  the  20th  century ,  
manufactur ing was  seen as  the  source  of  good s table  jobs  for  our  
workers .   Between 1996 and 2006,  our  economy has  added over  
480,000 jobs .  
 This  inc ludes  the  addi t ion  of  over  687,000 service  providing jobs  
and the  decl ine  of  over  200,000 goods  producing jobs .   Within  our  
goods  producing indust r ies ,  we have exper ienced the  loss  of  over  
256,000 manufactur ing jobs .  
 In  1996,  manufactur ing accounted for  22.9  percent  of  Nor th  
Carol ina 's  to ta l  non-farm employment ,  or  809,400 jobs .   By 2006,  
manufactur ing accounted for  only  13.8  percent  of  our  to ta l  
employment ,  or  553,000 jobs .   Job losses  have been exper ienced in  
both  durable  goods  manufactur ing and non-durable  goods  
manufactur ing.  

 
 
 
  



 

 

 Our  durable  goods  manufactur ing has  los t  over  74,000 jobs ,  and 
our  non-durable  goods  manufactur ing has  los t  over  181,000 jobs .   
Within  our  durable  goods  manufactur ing,  the  larges t  decl ines  have  
come wi th in  our  furni ture  indust r ies .  
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 These  inc lude  large  decl ines  wi th in  household  and ins t i tu t ional  
furni ture  manufactur ing,  but  Nor th  Carol ina 's  la rges t  decl ines  have  
come wi th in  our  non-durable  goods  manufactur ing indust r ies .  
 These  inc lude  decl ines  in  text i le  mi l l s ,  text i le  product  mi l l s ,  and 
appare l  manufactur ing indust r ies .   In  1996,  these  indust r ies  accounted 
for  237,000 jobs .   By 2006,  they accounted for  a  l i t t le  over  80,000 
jobs .  
 Much of  the  decl ines  in  our  manufactur ing indust r ies  have  been 
due to  mass  layoff  events  which have impacted thousands  of  workers  
across  Nor th  Carol ina .   Without  the  services  provided through our  
unemployment  insurance ,  Wagner  Peyser ,  Trade  Act  and Workforce  
Inves tment  Act  programs,  these  layoffs  would  have been even more  
devas ta t ing  to  our  workers  and to  our  communi t ies .  
 I  have  brought  wi th  me two maps  produced by the  Uni ted  Sta tes  
Depar tment  of  Labor 's  Employment  and Training Adminis t ra t ion .   The 
f i rs t  map depic ts  the  number  of  t rade  cer t i f ied  events  tha t  have  
occurred  across  America  and the  second map,  which provides  the  
number  of  t rade  cer t i f ied  workers  by the  locat ion  of  the  event .  
 Did  you get  a  copy of  them?  As I 'm sure  you are  aware ,  Trade  
Adjus tment  Ass is tance  helps  individuals  who have become unemployed 
as  a  resul t  of  compet i t ion  f rom fore ign t rade .   The program encourages  
the  reemployment  of  e l ig ib le  individuals ,  provides  t ra in ing and income 
suppor t  necessary  for  workers  to  achieve  reemployment  and ass is t  
individuals  wi th  becoming reemployed in  f ie lds  where  they are  l ike ly  
to  remain  employed and wi th  wages  which are  comparable  to  the i r  
pr ior  employment .  
 In  f i sca l  year  2006,  there  were  over  1 ,400 Trade  Act  
cer t i f ica t ions  cover ing an  es t imated 120,000 workers  na t ionwide .   
Between f i sca l  year  2004 and f i sca l  year  2006,  t rade  pet i t ions  cer t i f ied  
over  387,000 workers .   The larges t  number  of  workers  were  in  the  
text i le  indust ry ,  fo l lowed by the  e lec t ronic  and o ther  e lec t r ica l  
equipment  indust ry ,  appare l  indust ry  and rubber  and plas t ics  
indust r ies .  
 As  you can see  f rom these  two maps ,  Nor th  Carol ina  leads  the  
nat ion  in  t rade  impacted  layoffs ,  TAA pet i t ions  cer t i f ied ,  and the  
larges t  number  of  workers  enrol led  in  TAA t ra in ing.  
 Between f i sca l  year  2004 and f i sca l  year  2006,  Nor th  Carol ina  
had 39,849 workers  cer t i f ied  for  t rade  services .   Dur ing th is  same t ime 
per iod,  we provided t ra in ing to  over  21,000 of  those  worker  through 
our  Trade  Act  programs.  



 

 

 In  addi t ion  to  the  services  provided through our  Trade  Act  
programs,  between July  2001 and June 30,  2006,  over  270,000 
manufactur ing workers  appl ied  for  unemployment  insurance  benef i t s  
through the  Employment  Secur i ty  Commiss ion.   Almost  ha l f  of  these  
workers  enrol led  in  educat ion and t ra in ing programs through the  Nor th  
Carol ina  communi ty  col lege  sys tem.   Over  24,000 of  these  workers  
par t ic ipa ted  in  employment  and t ra in ing programs opera ted  by our  
workforce  development  boards ,  and a lmost  a l l  of  these  workers  
regis tered  for  Wagner  Peyser  employment  services  wi th  the  
Employment  Secur i ty  Commiss ion.  
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 In  2003,  Nor th  Carol ina  exper ienced the  larges t  mass  layoff  
event  in  our  s ta te 's  h is tory  when Pi l lowtex c losed.   This  c losure  
impacted  over  6 ,000 workers  nat ionwide and over  4 ,800 workers  here  
in  Nor th  Carol ina .  
 The major i ty  of  these  workers  were  located  in  Cabarrus ,  Rowan 
and Rockingham count ies .   In  August  of  2003,  Cabarrus  County 's  
unemployment  ra te  rose  to  9 .7  percent .   In  2002,  Cabarrus  County 's  
average  unemployment  ra te  was  5 .5  percent .   
 In  August  of  2003,  Rowan County 's  unemployment  ra te  rose  to  
9 .5  percent .   In  2002,  Rowan County 's  average  unemployment  ra te  was  
6 .3  percent .   In  August  of  2003,  Rockingham County 's  unemployment  
ra te  rose  to  10.1  percent .  
 In  2002,  Rockingham County 's  unemployment  ra te  was  e ight  
percent .   Rockingham is  a  county  which has  been impacted  by other  
layoffs  and c losures  wi th in  i t s  text i le  and appare l  indust r ies  over  the  
las t  severa l  years .  
 The events  surrounding the  Pi l lowtex c losure  brought  wi th  i t  
na t ional  a t tent ion  due  to  the  number  of  workers  impacted  by the  
c losure ,  both  nat ional  a t tent ion  to  the  manufactur ing indust ry  and the  
ro le  of  workforce  development  services  to  d is located  workers .  
 The impacts  fe l t  by  workers  involved in  o ther  layoffs  and 
c losures  are  jus t  as  devas ta t ing  to  those  workers ,  the i r  fami l ies ,  and 
the  communi t ies  in  which they l ive .  
 Due to  the  large  number  of  workers  impacted  by the  Pi l lowtex 
c losure ,  we have been under taking a  longi tudinal  s tudy so  tha t  we can 
unders tand the  pos t - layoff  employment  pat terns ,  educat ional  
exper ience  and impacts  of  workforce  development  services .  
 Ut i l iz ing data  f rom the  Unemployment  Insurance  System along 
wi th  data  f rom our  o ther  workforce  development  par tners ,  we have 
been t racking the  pos t - layoff  exper ience  of  these  workers .   We have 
been fo l lowing 4 ,820 Pi l lowtex workers .  
 The services  provided by our  Trade  Act ,  UI ,  Wagner  Peyser ,  and 
WIA programs have been cr i t ica l  in  ass is t ing  Pi l lowtex workers  wi th  
ski l l  upgrading,  educat ion ,  and reemployment  services .  



 

 

 The  educat ion and t ra in ing services  provided by the  Nor th  
Carol ina  communi ty  col lege  sys tem is  cr i t ica l  in  ass is t ing  our  workers  
wi th  upgrading the i r  sk i l l s ,  obta in ing GEDs and post -secondary  
credent ia ls .  
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 Between 2003 and June 2006,  2 ,417 Pi l lowtex workers  enrol led  
in  our  communi ty  col lege  sys tem.   Over  950 of  these  workers  enrol led  
in  bas ic  sk i l l s  programs which helped to  prepare  them for  obta in ing 
GEDs and adul t  h igh school  d ip lomas.  Over  930 workers  have enrol led  
in  curr iculum programs which lead  to  associa te 's  degrees ,  cer t i f ica tes  
and dip lomas,  and 683 individuals  enrol led  in  occupat ional  t ra in ing.  
 Ut i l iz ing Nor th  Carol ina 's  unemployment  insurance  wage f i les ,  
we have been able  to  a t t rac t  the  reemployment  and wages  of  Pi l lowtex 
workers .   In  the  four th  quar ter  of  2003,  jus t  a  few months  af ter  the  
layoff ,  only  27.8  percent  of  Pi l lowtex workers  were  found to  earn  
wages  f rom a  Nor th  Carol ina  employer .   By the  four th  quar ter  of  2004,  
the  percentage  rose  to  45.7  percent ,  and by the  four th  quar ter  of  2005,  
the  percentage  rose  to  58.8  percent .  
 By the  four th  quar ter  of  2006,  the  percentages  reached 60.4  
percent .   In  the  four th  quar ter  of  2006,  the  average  quar ter ly  wage of  
workers  who have been reemployed is  $6 ,122,  and thei r  median wage 
was  $5,490.  
 We have a lso  been able  to  analyze  the  indust r ies  of  the i r  
reemployment .   A large  number  of  these  workers ,  30 .4  percent ,  were  
found to  be  employed in  the  manufactur ing sector .  
 23 .3  percent  of  them are  employed in  the  t rade ,  t ranspor ta t ion  
and ut i l i t ies  indust r ies ,  22  percent  in  our  educat ion  and heal th  services  
indust r ies ,  and 15.2  percent  in  profess ional  and bus iness  services  
indust r ies .  
 Dur ing our  analys is  of  Pi l lowtex workers ,  we have been not ic ing 
a  t rend wi th in  our  profess ional  and business  services  indust r ies .   What  
on the  surface  appeared to  be  a  posi t ive  outcome for  these  workers ,  
upon fur ther  analys is  revealed  a  growing t rend in  our  indust r ia l  
employment  s ta t i s t ics .  
 A large  number  of  workers  who are  f inding employment  wi th in  
profess ional  and bus iness  services  indust r ies  are  on the  payrol ls  of  
temporary  heal th  f i rms.   A substant ia l  amount  of  growth tha t  i s  
occurr ing  in  profess ional  bus iness  services  i s  ac tual ly  due  to  the  
growth of  temporary  heal th  services .  
 Our  research regarding Pi l lowtex workers  cont inues  today.   We 
hope tha t  th is  research can help  us  shed l ight  on  the  reemployment  
exper iences  of  a  broader  group of  manufactur ing workers .   What  we 
have learned from our  Pi l lowtex exper ience  and exper ience  wi th  o ther  
layoff  events  i s  tha t  many of  our  d is located  manufactur ing workers  had 
ski l l  se ts  which prepared them for  o ther  manufactur ing jobs .  



 

 

 Many of  these  workers  are  in  need of  addi t ional  t ra in ing in  order  
to  prepare  them for  our  growing service  providing indust r ies .   You wi l l  
hear  la ter  today f rom Dr .  James  Owen,  Pres ident  of  Piedmont  
Communi ty  Col lege ,  who wi l l  be  able  to  provide  you wi th  addi t ional  
informat ion regarding the  programs and services  provided by our  
communi ty  col leges  and the  chal lenges  tha t  they face  in  serving 
displaced workers .  
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 You wi l l  a lso  hear  f rom Mr.  Thomas Whi te  wi th  the  Nor th  
Carol ina  Depar tment  of  Commerce 's  Divis ion of  Workforce  
Development  regarding the  s ta te 's  response  to  our  many layoffs  and 
c losures .   
 Nor th  Carol ina 's  economy is  undergoing a  major  t ransformat ion.  
 Our  economy cont inues  to  shed jobs  in  our  manufactur ing indust r ies ,  
but  a t  the  same t ime is  exper iencing t remendous  growth wi th in  our  
service  providing indust r ies .   I  hope tha t  I  have  helped to  shed some 
l ight  on  the  cr i t ica l  changes  tha t  have  occurred  wi th in  our  economy,  
and I  thank you for  your  t ime.  
[The s ta tement  fo l lows:] 4    
 

Panel  II:   Discuss ion,  Quest ions  and Answers  
 

 HEARING COCHAIR FIEDLER:  Thank you.   Thank you very  
much.   Commiss ioner  Wessel .  
 COMMISSIONER WESSEL:   Thank you both .   Very  helpful  
tes t imony.   Dr .  Gereff i ,  you were  involved,  f rom what  you sa id  ear l ier ,  
in  the  debate  tha t  occurred  las t  year  on  the  number  and qual i ty  of  
engineers  between the  U.S.  and China  and India .  
 Did  I  hear  correc t ly  tha t  you sa id  tha t  your  most  recent  da ta  
indica ted  tha t  there  i s  now a  qual i ty  increase  or  a  numerica l  increase  
in  the  number  of  h igher  level  engineers  coming out  of  India ,  and what  
i s  the  case  wi th  China?  
 DR.  GEREFFI:   The most  recent  resul ts  come in  an  ar t ic le  ca l led  
"Where  the  Engineers  Are"  tha t  I  c i ted  in  my wri t ten  repor t  tha t  was  
presented  a t  Nat ional  Academy of  Sciences .   In  the  in i t ia l  s tudy,  we 
were  jus t  focusing on undergraduate  degree  holders ,  and when we 
redid  the  numbers  and made U.S. ,  Indian  and Chinese  graduates  
comparable  in  terms of  four-year  degrees  and s t r ipped out  the  
computer  sc ience  and IT workers ,  i t  turns  out  tha t  U.S.  and India  are  
producing about  the  same number  of  engineers  a t  the  undergraduate  
level  and China  i s  producing about  three  t imes  as  many.  
 However ,  what  we added in  more  recent  s tudies  i s  informat ion 
about  the  master ' s  and Ph.D.  level  t ra in ing which had not  been 

 
4 Click here to read the prepared statement of Dr. Betty McGrath 
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avai lable  before .   When you look a t  those  numbers ,  China  in  par t icular  
has  a  very ,  very  s teep increase  in  Ph.D.  and master ' s  engineers  
compared to  both  the  U.S.  and India .   I  th ink th is  ref lec ts  the  fac t  tha t  
China  in  1999 sa id  they wanted to  increase  engineer ing and sc ience ,  
and i t ' s  ref lec ted  a lso  in  th is  15  year  sc ience  and technology plan  tha t  
China  came out  wi th  tha t  covers  2006 to  2020.  
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 You were  ta lk ing ear l ier  about  indust r ia l  pol icy  and th ings  l ike  
tha t .   China  i s  very  expl ic i t ly  t ry ing to  develop a  sc ience  and 
technology pol icy  and par t  of  tha t  i s  to  ge t  more  people  t ra ined to  go 
in to  these  f ie lds  a t  the  h igher  level .   So the  newer  f igures  ref lec t  the  
Ph.D.  and M.E.  s ta t i s t ics  tha t  we didn ' t  have  before .  
 COMMISSIONER WESSEL:   I f  you could  send the  s taf f  a  copy 
of  those  recent  ar t ic les ,  we would  love  to  see  them.  
 DR.  GEREFFI:   Absolute ly .  
 COMMISSIONER WESSEL:   Ms.  McGrath ,  I  apprecia te  your  
tes t imony and am fasc inated  by the  longi tudinal  s tudy of  Pi l lowtex.   I  
th ink tha t  informat ion could  be  very  helpful  to  pol icymakers .  
 I 'd  l ike  to  ge t  a  l i t t le  compar ison f rom you re la t ing  to  some of  
the  data .   As  I  unders tand what  you sa id ,  roughly  40 percent  of  those  
workers  are  s t i l l  unemployed as  of  the  four th  quar ter  of  las t  year?  
 DR.  McGRATH:  Of  2006;  correct .  
 COMMISSIONER WESSEL:   Correct .  
 DR.  McGRATH:  I  would  say that  we have not  been able  to  f ind  
them as  employed.  
 COMMISSIONER WESSEL:   I  unders tand.    
 DR.  McGRATH:  You can ac tual ly  be  in  non-covered 
employment  or  se l f -employment  or  o ther  types  and not  be  in- -  
 COMMISSIONER WESSEL:   You a lso  g ive  some quar ter ly  wage 
data  here .   How does  tha t  compare  to  what  they were  making pr ior  to  
th is?   Are  these  wages  above,  equal  to ,  or  be low what  the i r  comparable  
wages  were  f rom thei r  previous  employment?  
 DR.  McGRATH:  When you go back in  t ime,  s ince  many of  those  
workers  had been on temporary  layoffs  in  the  quar ters  fo l lowing so  
you don ' t  have  as  complete  p ic ture  when you t ry  to  t rack them back.   
But  i f  you go back to  say  the  four th  quar ter  of  2002,  about  s ix  months ,  
a l though some of  them are  on layoff  a t  tha t  t ime,  the  average  wage of  
a l l  workers  was  $6,592,  and thei r  median wage was  $5,642.  
 Of  the  ones  who have become reemployed,  compar ing that  2006 
quar ter  four ,  those  wages ,  when you go back in  t ime were  ac tual ly  
s l ight ly  h igher .  
 COMMISSIONER WESSEL:   Adjus ted .   So in  an  adjus ted  sense--  
 DR.  McGRATH:  No,  tha t ' s  wi thout  an  adjus tment  for  inf la t ion .   
Those  workers  made $6,760 on average  in  a  quar ter .  
 COMMISSIONER WESSEL:   So would  tha t  mean that  we have 



 

 

roughly  a  $1 ,300 average  reduct ion  per  quar ter  or - - i s  tha t  r ight?  
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 DR.  McGRATH:  I t ' s  about  $600 wi thout  adjus tment- -  
 COMMISSIONER WESSEL:   $600.   So i t ' s  up  to  $5,400.   Okay.  
 DR.  McGRATH:  Yes .   You take  $6,760 in  the  four th  quar ter  of  
2002,  compare  i t  to  $6 ,120--  
 COMMISSIONER WESSEL:   Okay.   So roughly  a  ten  percent  
non-adjus ted  impact  per  worker?  
 DR.  McGRATH:  For  those  who have become--  
 COMMISSIONER WESSEL:   I  unders tand.   Also  as  i t  re la tes  to  
heal th  care  and other  benef i t s ,  and th is  only  deals ,  I  assume,  wi th  
wages  and not  to ta l  compensat ion--  
 DR.  McGRATH:  Right .  
 COMMISSIONER WESSEL:   - -my unders tanding of  the  federa l  
programs tha t  re la tes  to  t rade  adjus tment  and the  abi l i ty  to  ge t  heal th  
care  i s  tha t  most  s ta tes  have  a  three  to  f ive  percent  take-up ra te  a t  
most  because  the  cos t  of  the  heal th  care  i s  prohibi t ive .  
 What 's  happened to  these  workers  in  te rms of  the  heal th  care?  
 DR.  McGRATH:  Actual ly ,  as  you jus t  asked your  ques t ion ,  our  
Trade  Act  supervisor  walked in to  the  room.   Cur t i s  Morrow,  who is  
s tanding in  the  back fanning himself .   One of  the  i ssues  wi th  
Pi l lowtex,  I  be l ieve  i t  was ,  Cur t i s ,  and correc t  me i f  I 'm wrong,  i s  tha t  
th is  was  the  f i rs t  t ime tha t  the  federa l  government  was  able  to  take  
advantage  of  the  HCTC tax  credi t ;  correc t?  
 MR.  MORROW:  Yes ,  i t  was .   In  fac t ,  one  of  the  th ings  tha t  we 
suggested  to  the  company,  and excuse  me for  fanning,  because  I 've  got  
a  backache th is  morning and I  walked up.   But  we encouraged the  
company to  submit  the i r  t rade-backed pet i t ion  so  tha t  those  workers  
would  be  e l ig ib le  not  only  for  the  heal th  coverage  tax  credi t ,  but  so  
they would  a lso  be  e l ig ib le  for  the  advance  payment  opt ion,  which 
means  tha t  the  IRS,  once  they ' re  in  the  nat ional  sys tem,  would  pay the  
65 percent  up  f ront  ins tead of  the  worker .  
 In  Nor th  Carol ina ,  we a lso  d id  something a  l i t t le  d i f ferent  than 
in  most  s ta tes ,  and most  s ta tes  have  copied  i t  now.   There  was  some 
money avai lable  through the  Workforce  Inves tment  Act ,  the i r  Nat ional  
Emergency Grant  System,  and we used what  we ca l l  a  "Br idge  
Program,"  and tha t  was  dur ing the  appl ica t ion  per iod in to  the  Nat ional  
Heal th  Coverage  Tax Credi t  Sys tem.   We,  the  Employment  Secur i ty  
Commiss ion in  Nor th  Carol ina  would  a lso  pay the  t rade  impacted  
worker  i f  they were  t ry ing to  obta in  heal th  care  coverage .   We would  
pay the i r  65  percent  up  f ront .  
 What  we would  do is  mai l  a  check to  the  worker  af ter  we 
gathered informat ion about  the i r  heal th  insurance  p lan  and a l lowed 
them to  add the  35 percent  to  i t  and submit  i t  to  the i r  heal th  care  
provider .   And th is  br idged them from not  having to  pay such large  
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 When you go f rom group coverage  to  individual  coverage ,  most  
Americans  have no c lue  how much of  a  d ispar i ty  tha t  i s ,  and our  fo lks  
in  Nor th  Carol ina  got  a  rea l  eye  opener  when you go f rom paying $200 
a  month  to  $750 or  $1,000 a  month .  So those  were  the  k inds  of  th ings  
tha t  we s tar ted  a t  P i l lowtex,  and we cont inued i t  through,  even up to  
today.  
 I  th ink over  the  las t  four  years ,  we have paid  out  over  $5  mi l l ion  
in  heal th  insurance  premiums to  Nor th  Carol in ians .   And that  by  far  i s  
tops  in  the  country .  
 COMMISSIONER WESSEL:   I  apologize .   Jus t  one  c lar i fy ing 
ques t ion .   I  don ' t  know who to  d i rec t  i t  to .   That  te l l s  me about  the  65 
percent ,  but  the  65 percent ,  for  example ,  in  the  s tee l  indust ry  has  s t i l l  
been--35 percent  has  s t i l l  been a  barr ier  to  a  lo t  of  people  get t ing  
heal th  care .  
 And,  in  fac t ,  the  three  to  f ive  percent  take-up ra te  recognizes  the  
65.   Do you know what  the  take-up ra te  has  been in  your  Pi l lowtex 
workers?  
 DR.  McGRATH:  No,  I  do  not .   Cur t i s ,  do  you?  
 COMMISSIONER WESSEL:   Is  tha t  something you ' re  
measur ing?  
 MR.  MORROW:  No,  no.   We haven ' t  measured.  
 HEARING COCHAIR FIEDLER:  We can ask  Harr is  when he  
comes.  
 MR.  MORROW:  The problem is  for  heal th  care  coverage  i t ' s  
even wi th  the  65 percent ,  fo lks  jus t  can ' t  a f ford  the  35 percent .   We 
recognized that  f rom day one.    
 DR.  McGRATH:  One of  the  reasons  a lso  tha t  some people  
couldn ' t  even take  advantage  i s  tha t  they couldn ' t  a f ford  even tha t  
p iece .  
 COMMISSIONER WESSEL:   I  unders tand.   They ' re  t ry ing to  
increase  i t ,  I  be l ieve ,  to  90  percent  a t  the  federa l  level ,  but - -  
 HEARING COCHAIR FIEDLER:  Before  I  go  to  Chairman 
Bar tholomew,  le t  me ask  a  quick  ques t ion.  The loss  of  manufactur ing 
jobs ,  or  le t ' s  take  Pi l lowtex and then the  larger  number  of  jobs ,  has  i t  
had a  more  dramat ic  ef fec t  on  the  Afr ican American popula t ion  in  
Nor th  Carol ina  than others?  
 DR.  McGRATH:  I  th ink I  can g ive  you the  s ta t i s t ics  f rom the  
popula t ion .   About  57 percent  of  them were  whi te ;  a lmost  30  percent  
were  b lack;  about  5 .2  were  Asian ,  ac tual ly ,  I  th ink,  Nor th  Carol ina 's  
popula t ion  i s  about  2 .8  percent  Asian ,  so  i t ' s  in teres t ing .   And we have 
another  7 .7  which are  o ther ,  and we had over  340 Hispanics .  
 So i t  depends  on where  in  the  s ta te .   I  th ink some of  the  o ther  
presenters  have  ta lked about ,  tha t  we have two North  Carol inas .   I  



 

 

th ink there  are  many of  us  who actual ly  t ry  to  analyze  the  data  and 
repor t  before  the  s ta te  rea l ize  tha t  there  are  mul t ip le  Nor th  Carol inas  
where  you have the  i ssue  of  our  eas tern  count ies  which are  heavi ly  
popula ted  by Afr ican Americans  and very  rura l  and poor .   You have 
our  major  urban areas  which are  expanding in  terms of  the i r  d ivers i ty ,  
and you have some other  areas .   We have the  mounta ins  which are  
predominant ly  whi te .  
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 So  we span large  demographic  character is t ics  of  the  s ta te ,  and 
i t ' s  changing,  as  our  co-presenter  sa id .   We have one  of  the  larges t  
growing Hispanic  popula t ions  in  the  nat ion.  
 HEARING COCHAIR FIEDLER:  Thank you.   Chairman 
Bar tholomew.  
 CHAIRMAN BARTHOLOMEW:  Thank you to  both  of  our  
wi tnesses  for  very  in teres t ing  tes t imony.   I  fee l  l ike  we 're  delv ing in to  
some of  the  guts  of  what ' s  going on here .   I  have  two very  d i f ferent  
k inds  of  ques t ions .  
 Dr .  McGrath ,  a re  you a lso  t racking the  impact  of  the  r ipple  
effec t  f rom layoffs  in  these  communi t ies?   I 'm presuming tha t  i t ' s  not  
jus t  the  Pi l lowtex workers  who los t  the i r  jobs ,  but  the  bus inesses  tha t  
surrounded them that  have  a lso  exper ienced layoffs?  
 DR.  McGRATH:  We have not iced in  some of  the  surrounding 
economies  tha t  they have been impacted  by our  manufactur ing losses .   
Even some of  our  service  res taurants  tha t  were  in  the  area  are  no  
longer  there .   And there  a lso  were  I  be l ieve  three  or  four  companies  
who are  what  are  ca l led  secondar i ly  impacted  companies ,  companies  
who actual ly  provide  services .   One I  be l ieve  was  an  e lec t r ica l  
company who had workers  on s i te  a t  P i l lowtex.   You have a  pr imary 
impact  under  t rade  and then you can have o ther  indust r ies  which a lso  
are  cer t i f ied  under  t rade ,  depending i f  they kind of  have a  downstream 
effec t  f rom that  company.  
 We have not  done as  much analys is  in  tha t  a rea ,  but  i t  i s  
def in i te ly  something tha t  happens .  
 CHAIRMAN BARTHOLOMEW:  Okay.  
 DR.  McGRATH:  And in  some of  these  smal l  communi t ies ,  a lso  
bes ides  Pi l lowtex,  the  manufactur ing p lant  was  more  than jus t  the  
p lace  of  work.   I t  was  the  core  and center  of  tha t  communi ty ,  many 
genera t ions .   I 'm not  f rom North  Carol ina .   I  grew up in  the  Bronx.  
 CHAIRMAN BARTHOLOMEW:  You do not  sound l ike  you grew 
up in  the  Bronx.    
 DR.  McGRATH:  So learning the  cul ture  over  the  las t  ten  years ,  
and I  ac tual ly  l ive  out  r ight  now in  a  very  rura l  a rea ,  and you go 
through some of  the  smal l  towns,  and you see  what  were  mi l l  houses ,  
and you see  the  one  large  manufactur ing plant  tha t  was  there ,  and you 
see  a  house  which was  obviously  the  manager  or  the  p lant  owner ,  and 



 

 

you could  see  tha t  there  i s  very  l i t t le  le f t  in  those  communi t ies .   So  
whi le  they may not  have  major  res taurants  and other  services ,  i t  was  
the  core  of  tha t  communi ty ,  and in  some cases ,  those  workers  l ived in  
houses  tha t  they e i ther  rented  or  bought  f rom the  text i le  manufacturer .  
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 Somet imes  you can ' t  see  i t ,  and some of  our  data  can ' t  ge t  down 
as  low.   We have a  hundred count ies  in  Nor th  Carol ina  and s t ruggle  
many t imes  to  even produce  accura te  es t imates  a t  our  lowest  level .   
But  when you dr ive  around the  s ta te  and see  these  areas ,  tha t ' s  where  
i t ' s  be ing impacted .   And what 's  a lso  happening is  the  young people  
are  leaving many of  these  areas .   They ' re  leaving because  there  are  no 
jobs .  
 CHAIRMAN BARTHOLOMEW:  When we were  in  Ohio  a  couple  
of  years  ago,  we were  to ld  tha t  Ohio 's  b igges t  expor t  was  i t s  young 
people  because  there  was  no fu ture  for  them there .   In  Columbia ,  South  
Carol ina ,  people  were  ta lk ing about  the  impact ,  the  consequences  for  
heal th  care  providers  in  communi t ies  where  there  was  no heal th  
insurance .   The demands  were  going up for  the i r  services  a t  the  t ime 
that  the  local  tax  revenue was  going down and that  even the  churches  
were  f inding tha t  they were  not  be ing given as  much in  the  p la tes  a t  
Sunday services  and had fewer  resources  to  meet  grea ter  demands .   So 
the  consequences--  
 DR.  McGRATH:  I  wi l l  say  tha t  many of  our  fa i th-based 
communi t ies  around the  Pi l lowtex layoff  ac tual ly  p layed a  b ig  ro le  in  
t ry ing to  ass is t  those  workers .   So i t  was  not  jus t  our  government  
programs tha t  t r ied  to  a id  the  mass ive  amount  of  workers  tha t  h i t  a t  
one  t ime,  but  many of  our  churches  and other  local  socia l  service  
ent i t ies  s tepped up to  the  p la te .  
 CHAIRMAN BARTHOLOMEW:  Thank you.   I 'd  l ike  to  shi f t  
gears  complete ly .   Dr .  Gereff i ,  you ment ioned the  debate  or  the  
d iscuss ion we had in  our  f i rs t  sess ion,  and two ques t ions  for  you.  
 I  unders tand tha t  Nor th  Carol ina  was  buffe ted  by c lo th ing 
impor ts  f rom Mexico even before  the  China  t ida l  wave came in .   Do 
you see  tha t  there 's  anything di f ferent  about  China  as  a  compet i tor ,  
d i f ferent  f rom Mexico?  
 My second ques t ion:   you ment ioned hog ra is ing.   There  was  a  
p iece  in  the  Washington Post  Business  Sect ion in  the  pas t  couple  of  
days ,  a  smal l  p iece  about  how the  Chinese  government  i s  dr iv ing an  
increase  in  pork  product ion because  i t  i s  very  concerned about  
inf la t ion ,  and one of  the  ways  tha t  i t  i s  in tending to  manage inf la t ion  
over  a  course  of  t ime is  to  dr ive  the  pr ice  of  food down and pork  is  a  
very  large  consumpt ion i tem.  
 Do you have any observat ions-- th is  ge ts  to  the  nature  of  China 's  
economy and i t s  abi l i ty  to  ac tual ly  do  something l ike  command a  major  
change in  the  product ion of  a  resource .  



 

 

 DR.  GEREFFI:   In  terms of  China-Mexico compet i t ion ,  they ' re  
d i rec t  compet i tors  in  te rms of  the  U.S.  market .   Mexico has  been very  
concerned about  Chinese  compet i t ion ,  and they 've  been los ing out  in  
a lmost  indust ry  af ter  indust ry ,  but  there  are  some except ions .   Text i les  
and appare l ,  when the  whole  debate  about  NAFTA was going on in  
1992-93,  there  was  a  spl i t  in  the  Nor th  Carol ina  indust ry .  
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 The  text i le  f i rms,  by  and large ,  decided tha t  they were  going to  
go wi th  NAFTA.  The appare l  f i rms opposed i t .   The reason for  the  
logic  of  the  text i le  f i rms was  tha t  i f  you didn ' t  have  NAFTA, a l l  of  the  
appare l  sourc ing would  go to  Asia ,  and i f  i t  goes  to  Asia ,  then the  
text i les  would  come f rom Asia .   But  i f  you had the  Nor th  American 
Free  Trade  Agreement  or  CAFTA af ter  i t ,  and appare l  f i rms s tay  in  the  
hemisphere ,  i t ' s  eas ier  for  Nor th  Carol ina  text i le  f i rms to  supply  them.  
 So in  some ways  they did  tha t ,  and that  provided about  a  f ive-
year  respi te  for  the  indust ry ,  but  then the  Nor th  Carol ina  text i le  f i rms 
a lso  have been inves t ing  in  Mexico,  as  wel l .  
 I  c i te  a  s ta t i s t ic  in  the  paper  about  expor ts  f rom North  Carol ina 's  
text i le  indust ry .   There  was  a  recent  ar t ic le  saying how these  are  going 
up.   And i t  ment ioned tha t  there  i s  $52 mi l l ion  in  expor ts  of  Nor th  
Carol ina  text i les  to  China .   The number  of  expor ts - -China  i s  the  
number  e ight  expor t  market  for  Nor th  Carol ina  text i le  makers .  
 The number  one  market  i s  Honduras  wi th  $500 mi l l ion  of  
expor ts .   Mexico i s  number  two wi th  l ike  $380 mi l l ion ,  e t  ce tera .   So 
i t ' s  c lear  tha t  Mexico and Centra l  America  s t i l l  have  a  much bigger  
weight  for  the  Nor th  Carol ina  economy than China  does  because  of  the  
proximity  and because  of  the  ways  we 're  t ied  in to  Mexico and Centra l  
America  in  terms of  what 's  ca l led  product ion shar ing in  the  U.S.  
 In  terms of  the  hog product ion,  I  d idn ' t  see  tha t  par t icular  a r t ic le  
about  how China  might  be  t ry ing to  move food pr ices  down,  but  there  
i s  a  genera l  observat ion  about  Chinese  government  tha t  re la tes  to  your  
ear l ie r  conversa t ion  as  wel l .   
 Business  Week had a  cover  s tory  in  July  23,  2007 ca l led  "Broken 
China ."   And the  main  idea  of  th is  i s  tha t  the  cent ra l  Chinese  
government ,  which is  la rgely  ru led  by the  Communis t  Par ty ,  comes out  
wi th  these  ideas ,  has  been coming up wi th  a  ser ies  of  major  reforms 
l ike  the  need for  environmenta l  safeguards ,  the  need to  have  s t r ic ter  
in te l lec tual  proper ty  r ights ,  e t  ce tera ,  tha t  a l l  make a  lo t  of  sense  f rom 
the  point  of  v iew of  the  pressures  China  i s  fee l ing  and where  the  
country  wants  to  go and how i t ' s  deal ing wi th  th ings  l ike  food 
shor tages  and other  problems.  
 But  the  fac t  i s  tha t  i t ' s  the  local  level  governments  in  China ,  the  
munic ipal  governments ,  which af ter  decent ra l iza t ion  and pr ivat iza t ion  
in  the  ear ly  '90s  got  t remendous  power  v is -à-vis  the  companies  tha t  a re  
located  there  to  t ry  to  increase  product ion.   And so  the  mismatch is  



 

 

tha t  China  i s  so  large  and there  are  these  d i f ferent  levels ,  the  cent ra l  
government ,  provincia l  government  and munic ipal ,  as  we have here ,  
but  the  munic ipal  governments  are  much s t ronger .  
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 In  a  sense ,  I  th ink  they ac tual ly dr ive  a  lo t  of  the  rea l  changes  on 
the  ground that  may or  may not  be  occurr ing in  China .   So the  rea l  
d i f f icul ty  they confront  in  terms of  th is  p lanning is  not  jus t  coming up 
wi th  s ta te  p lans  a t  the  cent ra l  level ,  but  f igur ing out  can you rea l ly  
implement  those  p lans  because  China  has  so  many di f ferent  regional  
dynamics .   The southern  par t ,  Guangdong Province ,  expor ted  or iented  
to  the  U.S. - - i s  growing so  much fas ter  than other  par ts .  
 And I  th ink what  China  i s  rea l ly  t ry ing to  do is ,  as  somebody 
sa id  in  the  ear l ie r  sess ion,  s tar t  to  move the  labor  in tens ive  expor t -
or iented  indust r ies  f rom the  coas ta l  provinces  inward.   And they ' re  
s t i l l  having di f f icul ty  get t ing  the  munic ipal  governments  to  go a long 
wi th  tha t  p lan .   So there  i s  a  p lanning impasse .  
 HEARING COCHAIR FIEDLER:  Can I  add something on the  
pork?  
 CHAIRMAN BARTHOLOMEW:  You ' re  in  charge .  
 HEARING COCHAIR FIEDLER:  China  has  d isease  among i t s  
p igs  in  the  south  and so  Smithf ie ld  Foods ,  for  ins tance ,  jus t  negot ia ted  
a  deal  where  they ' re  going to  do 40 to  60 mi l l ion  pounds  of  pork  
because  i t  takes  a  long t ime for  producing sow to  be  product ive--you ' l l  
see  a  temporary  burs t  in  pork  expor ts  f rom North  Carol ina  to  China ,  
but  i t  wi l l  probably  not  be  sus ta ined over  a  long per iod of  t ime.  
 The unevenness  of  economic  development  in  Nor th  Carol ina  
geographical ly ,  even af ter  the  mass ive  layoffs ,  resul t ing ,  and you 
correc t  me i f  I 'm wrong,  resul t ing  in  more  sys temat ic  cont inuous  
unemployment  in  cer ta in  count ies  tha t  had large  manufactur ing 
enterpr ises  before  seems not  to  have  been inc luded in  the  economic  
development  p lan .  
 We're  not  ge t t ing  new businesses .   I  haven ' t  heard  anybody ta lk  
about  new businesses  in  the  towns tha t  you were  descr ib ing.   What  i s  
be ing done to  develop new employment  in  those  p laces?  
 DR.  McGRATH:  I 'm not  the  exper t  in  our  economic  development  
ac t iv i t ies .   I  th ink th is  af ternoon,  you may hear  f rom somebody who 
has  a  l i t t le  b i t  more  exper ience  who was  a  local  economic  developer ,  
Tom White ,  when he  speaks ,  and he  could  probably  ta lk  more  on tha t  
i ssue .  
 One of  the  i ssues  tha t  you can ta lk  about  i s ,  and these  are  very ,  
very  smal l  towns,  and so  somet imes  when you get  a  major  
manufacturer  to  come in to  a  smal l  town and locate  there ,  there  are  
i ssues  re la ted  to  tha t .   But  I  th ink Mr.  Whi te  could  probably  g ive  you,  
I  would  sugges t  tha t  you save  tha t  ques t ion .   He 's  nodding his  head out  
in  the  back.  



 

 

 CHAIRMAN BARTHOLOMEW:  We don ' t  want  to  s tea l  h is  
thunder  e i ther .  

 

 
 
 
  

- 50 -

  

 DR.  McGRATH:  He has  worn both  s ides  of  the  hat  and he  was  
on the  economic  development  s ide  and now he 's  on  the  workforce  
development  s ide  and business  development .   So he  probably  could  
g ive  you the  bes t  answer .  
 HEARING COCHAIR FIEDLER:  Okay.  
 DR.  GEREFFI:   I  do  have a  comment  on tha t .  I  th ink the  Nor th  
Carol ina  communi ty  col leges  developed a  course  ca l led  "Bio-Work"  
tha t  was  speci f ica l ly  in tended to  t ry  to  t ra in  people  who were  la id  off  
in  text i les  and furni ture  count ies  in to  learning some of  the  ski l l s  to  ge t  
in to  the  b io technology indust ry .   Nichola  Lowe,  a  professor  a t  UNC,  
has  been t racking tha t  very  careful ly ,  and I  th ink a  lo t  of  people  have  
been looking a t  i t .   So  tha t  seems to  ac tual ly  have  been one  successful  
mechanism to  get  the  ski l l s  in .  
 In  te rms of  the  c i t ies ,  my unders tanding is  tha t  those  Pi l lowtex 
fac i l i t ies ,  in  fac t ,  have  now been purchased by somebody who is  t ry ing 
to  put  a  sc ience  park--and people  wi l l  know the  name of  th is  
individual - - r ight  there  in  those  same places .  
 There  was  an  ar t ic le  in  Monday 's  Washington Post  by  Peter  
Goodman that  ta lked about  another  b io tech company moving in to  an  
o ld  text i le  p lant .  
 So one kind of  success ion that  seems to  be  occurr ing  i s  to  take  
the  fac i l i t ies  in  some of  these  towns tha t  had been in  one  indust ry ,  
text i les  or  furni ture ,  and t ry  to  move something l ike  b io tech or  
sof tware  in  and then t ra in ing the  people  to  f i l l  those .  
 The one  o ther  th ing about  unevenness ,  nobody has  thus  far  
ment ioned,  Research Tr iangle  Park ,  th is  par t  of  Nor th  Carol ina ,  i s  
c lear ly  very  R&D or iented .   But  90  mi les  or  so  to  the  west ,  there 's  the  
Piedmont  Tr iad  area ,  Greensboro-Winston Salem-High Point ,  and they 
got  a  $15 mi l l ion  grant  f rom the  U.S.  Depar tment  of  Labor  over  a  three  
year  per iod,  and they are  in  the  mids t  of  an  economic  res t ructur ing 
p lan  tha t  says  how wi l l  they take  indust r ies  l ike  tobacco and text i les  
and furni ture ,  which are  a l l  concentra ted  in  tha t  e ight  county  region,  
and refashion those  in  ways  tha t  move beyond that .  
 And some i f  i t  i s  taking pieces  of  those  indust r ies  and moving 
them high tech.   But  o thers  are  looking for  complete ly  d i f ferent  
replacements ,  so  some of  the  tobacco farms are  moving in to  v ineyards  
and t ry ing to  do wine .  
 I  th ink tha t  could  be  a  par t  of  the  s ta te  tha t  you could  look a t  as  
a  microcosm again  of  these  shi f t s  and what  they ' re  t ry ing to  do in  
terms of  developing new forms of  inves tment  in  p lace  of  the  o ld .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Wortzel .  
 COMMISSIONER WORTZEL:  Dr .  McGrath ,  we ac tual ly  heard  



 

 

very  s imi lar  s tor ies  in  Ohio  in  manufactur ing.   One of  the  th ings  tha t  
s t ruck me there  was-- I  don ' t  want  to  ca l l  i t  iner t ia ,  but  a  genera l  
unwil l ingness  despi te  educat ional  or  t ra in ing programs of  the  
popula t ion  to  move.  So to  what  extent  have  you been able  to  measure  
in t ras ta te  migra t ion  for  work or  do  people  end up t ied  to  a  communi ty-
- I  grew up here ,  my grandfa ther  was  here ,  I 'm on the  family  farm or  
the  family  p lo t  of  land,  and i f  no  ent repreneur  comes here ,  I ' l l  jus t  s tay  
unemployed.  To what  extent  i s  tha t  a  fac tor?  
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 DR.  McGRATH:  I  don ' t  have  any hard  data  on that .   I  do  know 
af ter  the  Pi l lowtex layoff ,  there  were ac tual ly  jobs  down jus t  nor th  of  
Char lo t te  which would  have required  t ranspor ta t ion ,  and many of  the  
people  d id  not  want  to  leave  the i r  communi t ies .  
 But  many of  those  workers ,  i t ' s  been a  long genera t ional  i ssue .   
When one manufacturer  was  who they worked for ,  somebody e lse  came 
in  r ight  behind them and bought  i t .   So ,  in  many ins tances ,  they 
thought  somebody e lse  was  coming,  and yes ,  my co-presenter  here  i s  
correc t ,  i s  tha t  those  p lants  have  been imploded now,  and in  i t s  p lace  
i s  the  Nor th  Carol ina  Research Campus,  which is  going to  be  a  par t  
f rom Dole  Food who is  t ry ing to  put  b io technology in to  food 
product ion.  
 But  there  are  i ssues  wi th  having people  to  uproot  themselves  and 
go to  where  the  jobs  are .   Those  are  rea l ,  and I  know our  case  
managers  ta lk  about  those  i ssues ,  but  I  th ink tha t ' s  where  in  some of  
our  programs we need to  provide  more  case  management  career  
counsel ing  services  tha t  have  not  necessar i ly  been a lways  provided in  
some of  our  Trade  Act  programs.  
 The dol lars  in  terms of  our  shr inking federa l  programs have 
removed a  lo t  of  what  were  the  career  counselors  and the  numbers  are  
dwindl ing.  
 So when you have large  numbers  of  la id  off  workers  s tanding in  
f ront  of  you to  t ry  to  work wi th  them,  the  amount  of  t ime that  you can 
work one-on-one to  rea l ly  expla in  tha t ,  no ,  tha t  employer  i s  not  
coming back,  here 's  where  the  jobs  are  growing.   And then case  
management ,  not  jus t  send somebody-- these  are  people-- .   I  go  back to  
a  s tory  tha t  I  read  in  the  Char lo t te  paper  of  a  woman,  af ter  the  layoff- -
th is  was  severa l  months  af ter  the  layoff .  
 She  was  I  be l ieve  in  her  la te  30s ,  ear ly  40s ,  she  had gone to  
work a t  tha t  p lant  when she  was  16.   She  had dropped out  of  school .   
And she  worked there .   Her  husband worked there .   Her  s is ter - in- law 
worked there  for  years  and years  and years .  
 At  the  t ime of  the  layoff ,  she  had made $13 to  fo ld  f i t ted  sheets .  
 She  d id  not  dr ive ,  and a t  the  t ime of  the  s tory ,  she  was  enrol led  in  
Rowan-Cabarrus  Communi ty  Col lege  and s t ruggl ing wi th  bas ic  ski l l s .  
So now thei r  whole  wor ld  has  changed.   I t ’ s  very  easy  for- - I  le f t  my 



 

 

home in  the  Bronx and went  to  Delaware  and have l ived in  Chicago.   
The way that  we perceive  where  job  oppor tuni t ies  are  i s  d i f ferent .   
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 I t ' s  very  d i f ferent ,  and here  in  Nor th  Carol ina ,  the  th ing tha t  I  
have  rea l ized  i s  tha t  the  sense  of  communi ty  i s  very  inherent  in  
people ,  the  p lace  of  land--my family  emigra ted  f rom Ire land.   To us  
the  sense  of  our  homeland is  there .   Here ,  i t ' s  down the  road where  my 
mother  l ives .   I t ' s  down the  road where  my family  farm is .  
 There  are  many people  who l ive  here  in  Orange County  or  in  
Rale igh,  and they have a  sense  of  where  the i r  home place  i s ,  and i t ' s  an  
hour  away.  So i t ' s  easy  to  say  go take  advantage  of  t ra in ing and go get  
a  new job.   I t ' s  a  complete  overhaul  of  the i r  perspect ive  on what  the i r  
re la t ionship  to  work i s .  
 COMMISSIONER WORTZEL:   Can I  fo l low on that?  
 HEARING COCHAIR FIEDLER:  Please .  
 COMMISSIONER WORTZEL:   In  a  lo t  of  these  rura l  
communi t ies ,  you had one  indust ry ,  and tha t ' s  the  center .   The o ther  
center  in  some of  the  rura l  communi t ies  tends  to  be  bui l t  a round smal l  
church communi t ies .   And that  sugges ts  la rger  organiza t ions  depending 
on the  denominat ion.  
 Has  there  been any work or  ass is tance  to  help  crea te  a  magnet  in  
re l ig ious  communi t ies  or  communi t ies  where  you could  a t t rac t  people  
away and they would  f ind  jobs .   Has  tha t  he lped or  does  i t  exis t?  
 DR.  McGRATH:  Meaning the  ro le  of  our  fa i th-based--  
 COMMISSIONER WORTZEL:   Yes ,  the  fa i th-based 
organiza t ions .  
 DR.  McGRATH:  - - in  ass is t ing .   Yes ,  I  th ink tha t  i s  happening in  
some ins tances .   Some of  our  federal  programs are  t ry ing to  have  more  
involvement  wi th  our  fa i th-based communi t ies ,  and I  know in  the  
Pi l lowtex s i tua t ion ,  there  was  a  b ig  ro le  of  our  fa i th-based communi ty  
to  ass is t  workers  in  help ing to  make those  t rans i t ions .  
 COMMISSIONER WORTZEL:  Or  even to  help  wi th  moving.   
Here 's  another  communi ty ,  but  you don ' t  see  tha t?  
 DR.  McGRATH:  I  couldn ' t  speak to  tha t .  
 COMMISSIONER WORTZEL:   okay.  
 DR.  McGRATH:  You may have to  ask  somebody e lse .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Wessel  or  
Chairman Bar tholomew.   Both  of  you had a  ques t ion.  
 CHAIRMAN BARTHOLOMEW:  I  have a  quick ques t ion.   Has  
anybody quant i f ied  how much i t  cos ts  to  go through a  re t ra in ing 
process  and provide  the  k inds  of  heal th  insurance  subs id ies  or  
anything?   Do we have any sense  of  how much federa l  tax  revenue,  
s ta te  tax  revenue cos ts  to  do  th is?  
 DR.  McGRATH:  No.   I  th ink i f  you t r ied  to  add up a l l  the  
dol lars ,  i t  would  be  a  lo t  depending on a l l  the  d i f ferent  funding 



 

 

s t reams tha t  come in to  provide  i t .   I  see  Dr .  Owen has  ar r ived.  He 
could  probably  te l l  you the  cos t  of  going to  one  of  h is  communi ty  
col lege  campuses  and the  cos t  to  people  in  re t ra in ing when he  speaks  
la ter  th is  af ternoon.  
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 CHAIRMAN BARTHOLOMEW:  Al l  r ight .   We ' l l  ask  h im la ter .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Wessel .  
 COMMISSIONER WESSEL:   A quick  ques t ion,  and,  Dr .  Gereff i ,  
i f  you need to  provide  th is  la ter ,  tha t ' s  f ine .   What  has  been the  
exper ience  regarding fore ign-born  s tudents  in  the  engineer ing and 
technical  appl ica t ions  in  Nor th  Carol ina?  
 Do you have a  la rge  percentage  in the  schools  here?   Are  they,  in  
fac t ,  s taying here  and going in to  RTP and other  s ta te-based ac t iv i t ies?  
 Are  they the  proverbia l  sea  tur t les ,  as  they say ,  tha t  go  home af ter  
the i r  educat ion  i s  done?  
 DR.  GEREFFI:   There  are  a  large  number .   In  p laces  l ike  NC 
Sta te ,  which has  probably  the  bes t  col lege  of  text i les  for  h igh tech in  
the  wor ld  f rom what  I  can  te l l ,  draws a  lo t  of - -when you look down the  
l i s t  of  who 's  done a l l  these  sc ient i f ic  advancements ,  they ' re  a l l  people  
who were  born  somewhere  e lse .   The same th ing is  t rue  in  Duke and 
UNC,  I 'm sure ,  in  the  sc ience ,  engineer ing f ie lds .  
 I  th ink the  rea l  problem that ' s  now occurr ing i s  rea l ly  around 
th is  H-1B visa  program,  and whether  people  can s tay  af ter  ge t t ing  the  
degree .   This  has  now become another  par t  of  the  immigra t ion  debate .   
I  wi l l  g ive  you a  repor t  tha t  the  Kauffman Foundat ion jus t  came out  
wi th  las t  week,  and the  i ssue  i s  rea l ly  tha t  a  lo t  of  the  people  who are  
get t ing  advanced degrees  tha t  a re  fore ign born  and are  t ry ing to  get  
c i t izenship  through H-1B,  there 's  jus t  th is  b ig  backlog.  
 We have 120,000 H-IB visas  a l lowed a  year .  The backlog is  
500,000 people  in  the  process  and up to  a  mi l l ion  when you count  in  
family  members .   So what  we ' re  s tar t ing  to  f ind  out  i s  people  are  
saying they 've  been working four  and f ive  years  in  a  job  af ter  ge t t ing  
the i r  degrees  in  a  technology f ie ld ,  and then the i r  H-1B visa  runs  out ,  
they have to  get  a  green card  or  go  home,  and they can ' t  ge t  through 
the  sys tem.  
 One of  the  rea l  problems that  th is  immigra t ion  ent repreneur  
l i te ra ture  i s  a lso  reveal ing  i s  i f ,  indeed,  we have a  lo t  of  pa tents  tha t  
are  being f i led  in  the  U.S.  by  people  born  e lsewhere  but  the i r  Ph.D.  i s  
here ,  people  working here ,  and the  fac tor  tha t  came out  in  the  f i rs t  
panel ,  China ,  Taiwan,  South  Korea ,  a l l  want  to  t ry  to  ge t  the i r  bes t  and 
br ightes t  to  come back,  so  they ' re  crea t ing  very  a t t rac t ive  packages  in  
terms of  labs  l ike  nanotechnology and engineer ing.  
 So we 're  los ing,  and there 's  a  lure .   I  th ink we are  in  the  process  
of  beginning to  have  a  reverse  bra in  dra in .   I  mean that  we are  going to  
cut  of f  tha t  pool  of  people  because  in  terms of  ent repreneur ia l  



 

 

oppor tuni t ies ,  there  i s  no  p lace  tha t  r iva ls  the  Uni ted  Sta tes ,  and when 
you ta lk  to  the  bes t - t ra ined people  everywhere ,  they ' l l  look a t  the  U.S.  
as  the  p lace  they would  l ike  to  come and se t  up  a  bus iness ,  and I  th ink 
tha t ' s  now running in to  some rea l  roadblocks ,  but  there 's  p lenty  of  
people  in  the  sys tem.   
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 I t ' s  jus t  tha t  whether  they can s tay  and develop technologies  and 
s tar t  bus inesses  and work in  these  f i rms,  tha t ' s  ques t ionable .  
 COMMISSIONER WESSEL:   Do you bel ieve  there  are  not  
enough U.S. -born  people  wi th  the  technical  sk i l l s  necessary  to  f i l l  
these  jobs?  
 DR.  GEREFFI:   Great  ques t ion.   I t ' s  come up in  a  number  of  
s tudies .   Richard  Freeman did  one  on the  sc ience  and technology 
workforce .   I t ' s  not  tha t  there  are  not  enough very  smar t  U.S. -born  
people  who could  do th is .   I t ' s  when you look a t  our  univers i t ies  l ike  
Duke and a l l  the  o thers ,  they have  so  many opt ions  in  terms of  o ther  
profess ional  f ie lds  to  go in to ,  tha t  going in to  bus iness  or  medic ine  or  
law or  consul t ing  of ten  looks  a  lo t  more  a t t rac t ive  than going in to  
engineer ing or  computer  sc ience  when they ' re  a lso  reading repor ts  tha t  
increas ingly  a  lo t  of  those  jobs  can now migra te  to  India  or  China .  
 So the  rea l  problem is  compet ing for  tha t  ta lent  pool .   Also ,  as  
we know,  you go back and look a t  sc ience  and technology educat ion in  
middle  schools ,  in  h igh schools .   We rea l ly  need to  do a  much bet ter  
job ,  as  a l l  the  engineers  and sc ient is t s  wi l l  say ,  in  developing a  
p ipel ine .   So,  sure ,  I  th ink we should  do more  to  get  U.S. -born  people  
going in to  these  f ie lds ,  but  they 've  got  p lenty  of  o ther  very  a t t rac t ive  
and good opt ions .  
 I  jus t  heard  on the  radio  today that  Wipro ,  one  of  the  b igges t  
Indian  IT outsourc ing companies ,  i s  se t t ing  up a  f i rm in  At lanta  for  
500 sof tware  developers ,  and they ' re  making the  argument  tha t ,  in  fac t ,  
the  U.S. - t ra ined people  l iv ing in  the  U.S.  have  a  var ie ty  of  addi t ional  
sk i l l s  you can ' t  f ind  e lsewhere .  
 So  there  i s  a  ta lent  base  here  tha t  we def in i te ly  can tap  fur ther ,  
and other  countr ies  are  going to  s tar t  coming in  and doing the  same,  
but  I  th ink we 've  got  to  f igure  out  how do we a t t rac t  our  bes t  and 
br ightes t  in to  those  f ie lds  to  the  degree  we th ink is  necessary .  
 HEARING COCHAIR FIEDLER:  On that  note ,  I 'd  l ike  to  thank 
you both  for  your  tes t imony,  and we wi l l  have  a  ten-minute  break 
before  we s tar t  our  next  panel .   Thank you rea l ly  very  much.  
 [Whereupon,  a  shor t  break was  taken. ]  
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 HEARING COCHAIR FIEDLER:  The t ime has  come for  our  
th i rd  panel .   I 'd  l ike  to  welcome Harr is  Raynor ,  the  In ternat ional  Vice  
Pres ident  of  UNITE HERE,  the  union tha t  represents  many c lo th ing 
and text i le  workers  in  the  Uni ted  Sta tes .   Mr.  Raynor  i s  the  union 's  
Southern  Regional  Direc tor ,  which inc ludes  Nor th  Carol ina .   Mr.  
Raynor  a lso  has  served in  pos i t ions  wi th  the  Uni ted  Furni ture  Workers  
of  America  so  he  i s  very  famil ia r  wi th  the  problems of  manufactur ing 
workers  in  Nor th  Carol ina .  
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 I 'd  a lso  l ike  to  welcome Darryl  Jackson.   He is  the  Pres ident  of  
Uni ted  Stee lworkers  Local  959 in  Fayet tevi l le .   This  local  represents  
the  workers  a t  the  Goodyear  t i re  p lant  there .    
 As  those  of  you who fol low th is  indust ry  know,  China  has  
become a  major  producer  of  t i res  and t i re  impor ts  f rom China  have 
been the  subjec t  of  unfa i r  t rade  complain ts  and I  would  add a  major  
safe ty  problem of  la te .  
 I  would  l ike  to  s tar t  wi th  Mr.  Raynor  and remind you that  we 
have seven minutes  of  ora l  tes t imony.   We' l l  put  your  wri t ten  
tes t imony i f  any in to  the  record  and then the  commiss ioners  wi l l  ask  
you ques t ions  so  you ' l l  have  lo ts  of  t ime to  go back and for th .  
 

STATEMENT OF MR. HARRIS RAYNOR, VICE PRESIDENT, 
UNITE HERE, UNION CITY, GEORGIA 

 
 MR.  RAYNOR:  Thank you very  much for  a l lowing me the  
oppor tuni ty  to  tes t i fy  before  th is  Commiss ion again .   
 This  i s  not  the  f i rs t  t ime tha t  I 've  been here ,  and I  do  apprecia te  
your  in t roduct ion,  saying tha t  we represent  a  number  of  workers  in  the  
c lo th ing and text i le  indust ry .   Unfor tunate ly ,  tha t ' s  less  t rue  everyday.  
  
 That  indust ry  has  bas ica l ly  d isappeared in  th is  country  for  a l l  
in tents  and purposes .   What  i s  le f t  of  the  sewn products  indust ry ,  
which i s  the  labor- in tens ive  s ide  of  the  c lo th ing indust ry ,  i s  mainly  
some of  the  f iner  manufacturers  of  cus tom-made c lo th ing and cus tom-
made sui tes  l ike  Har t ,  Shaffner  and Marx,  but  a t  a  modicum of  the i r  
former  s ize ,  and mi l i ta ry  contrac tors  who under  the  Berry  Amendment  
are  able  to  survive  the  ons laught  of  fore ign compet i t ion .  
 In  the  text i le  indust ry  s ince  the  las t  t ime tha t  I  tes t i f ied  before  
you,  I  note  tha t  only  a  few weeks  ago,  a  very  wel l - respected  f r iend of  
mine  who owns,  whose  family  has  owned Spr ings  Indust r ies  for  over  a  
hundred some odd years ,  Crandal l  Close  Bowles ,  announced that  she  
was  res igning as  CEO of  the  company,  and that  she  would  s tay  on the  
board ,  but  tha t  family ,  which has  owned Spr ings  Indust r ies ,  which was  
the  th i rd  major  home furnishings  text i le  manufacturer  in  th is  country ,  
was  exi t ing ,  bas ica l ly  exi t ing  the  indust ry .  



 

 

 They now have a  South  Carol ina-based company,  in  For t  Mil l .   
They now wi l l  have  700,  less  than 700 employees  in  the  s ta te  of  South  
Carol ina ,  a l l  of  whom wil l  be  in  d is t r ibut ion ,  none in  the  
manufactur ing of  text i le  products .   And that  company was  sold ,  by  and 
large ,  to  a  Brazi l ian  company cal led  Coteminas ,  which is  now 
opera t ing .   But  here  we have the  las t  of  the  rea l  venerable  text i le  
famil ies  in  the  home furnishing s ide  of  the  text i le  bus iness  exi t ing  the  
manufactur ing.   There  were  thousands  upon thousands  of  Spr ings '  
workers  in  th is  country  a t  one  point .  

 

 
 
 
  

- 56 -

  

 I  had the  oppor tuni ty  to  deal  wi th  th is ,  and in  some ways  an  
honor  of  deal ing wi th  some of  th is  s tuff  because  of  the  workers  tha t  I  
have  deal t  wi th ,  as  the  chief  negot ia tor  for  the  union wi th  Pi l lowtex 
Corporat ion,  which we th ink of  much more  as  Fie ldcres t  Cannon.   
P i l lowtex was  a  smal l  p i l low company that  bought  Fie ldcres t  Cannon,  
af ter  Fie ldcres t  had bought  Cannon,  and then he  bought  them,  and we 
los t  8 ,000 members  across  the  Uni ted  Sta tes ,  the  bulk  of  them in  th is  
s ta te ,  in  one  day.  
 I  d is t inc t ly  remember  i t  was  a  day in  June  when the  company 
human resource  off icer  ca l led  me and sa id ,  Harr is ,  I  can ' t  be l ieve  what  
I  have  to  te l l  you.   I  sa id  what 's  tha t ,  Don,  and he  sa id ,  wel l ,  we have 
a l l  the  vacat ion  checks:   ( In  the  text i le  indust ry ,  everybody gets  the i r  
vacat ion  pay on the  same day for  the  whole  year ,  t radi t ional ly  before  
the  shutdowns tha t  occur  on July  4 . )   He ca l led  and he  sa id  I  have  a l l  
the  vacat ion  checks  wri t ten ,  and I 've  been to ld  by the  banks  tha t  we 
can ' t  re lease  them because  they ' re  not  going to  g ive  us  the  money to  
cash  them.  
 So i f  I  g ive  them to  your  people ,  they ' re  a l l  going to  bounce.   
And I  sa id ,  gee ,  Don,  how can you do tha t?   And he  sa id  I  can ' t  l ive  
wi th  mysel f ;  I  don ' t  know how I  can do i t ,  but  I 've  got  to  do  i t  because  
th is  i s  what 's  going to  happen and I  hope l ike  hel l  tha t  you can f ight  
for  these  people  and do something.   
 I  am s t i l l  the  head of  the  unsecured credi tors  commit tee  a t  
P i l lowtex,  and we have-- I 'm not  going to  ta lk  a  lo t  about  i t  because  
there 's  some papers  tha t  were  wr i t ten  by a  gent lemen who 's  in  th is  
room and some other  people  about  the  rapid  response  to  tha t ,  tha t  I  
th ink rea l ly  ac tual ly  ref lec ts  a  lo t  about  Pi l lowtex,  but  I  wi l l  say  tha t  
we were  able  to ,  through the  bankruptcy  re turn  $13.5  mi l l ion  to  the  
col lec t ive  group of  employees ,  which made up for  the i r  weeks  of  
vacat ion,  which I  consider  to  have been s to len  f rom them.  
 That  was  the i r  money tha t  they got  re turned to  them af ter  they 
los t  the i r  homes and the i r  jobs  and the i r  cars  and the i r  k ids  couldn ' t  go  
to  col lege .   So a  couple  of  years  la ter ,  I  s tood up wi th  the  governor  of  
Nor th  Carol ina  in  a  church in  Kannapol is  and announced the  
se t t lement ,  and people  cheered and hugged me and kissed me,  and I  



 

 

looked a t  them and sa id ,  gee ,  what  d id  I  do?   I  jus t  got  you what  you 
deserved and what  was  yours .  
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 And we got  a  l i t t le  ext ra  b i t  of  pay because  there  was  no warning 
not ice  g iven.   I t  was  a  despicable  event ,  and i t  was  a  very  t remendous  
t ragedy.   Almost  a l l  those  workers ,  as  the  papers  have  shown,  a lmost  
a l l  those  workers  could  not  af ford  heal th  insurance .   There  were  no 
government  programs avai lable  for  them.   What  programs there  were  
were  to ta l ly  inadequate ,  d id  not  unders tand workers ,  d id  not  
unders tand the  educat ion  level  of  these  fo lks ,  many of  whom t r ied  to  
go to  school ,  many of  whom thought  tha t  they had to  go to  school  to  
get  the  extended unemployment  benef i t s  tha t  were  there ,  and most  of  
whom wound up taking remedia l  c lasses  because  they couldn ' t  even 
read wel l  enough to  take  the  c lasses  tha t  they needed to  take  in  order  
to  get  degrees  and do the  jobs  tha t  they have.  
 I  know a  bunch of  them.   I  would  say  less  than 15 percent  of  the  
Pi l lowtex workers ,  most  of  whom were  in  the i r  la te  40s ,  ear ly  50s ,  had 
three  of  four  weeks  of  vacat ion,  had paid  medical  insurance  tha t  they 
maybe paid  20 percent  of  the  cos t  of ,  had a  pension plan  tha t  now is  
pa id  for  through the  PBGC,  they had good jobs .   And thei r  k ids  were  
able  to  go to  col lege  and have decent  l ives  and have a  chance  of  l iv ing 
the  American dream.  
 That ' s  a l l  gone.   Now,  they meet  you a t  Wal-Mart  and say  
welcome to  Wal-Mart ,  here 's  your  shopping car t ,  and they have no 
medical  benef i t s  and they ' re  working par t - t ime,  and anybody who te l l s  
you tha t  unemployment  in  Nor th  Carol ina  i s  the  same is  a  l ia r  and 
doesn ' t  know anybody who is  unemployed.  
 Those  people  are  a l l  underemployed.   Those  people  are  a l l  
suffer ing.   And they cont inue  to  suffer  by  and large ,  and you don ' t  
have  to  ask  a  union rep  tha t .   You can jus t  go  out  and meet  those  
people .   I  got  26  seconds .   I 'm never  going to  make that .  
 HEARING COCHAIR FIEDLER:  That ' s  okay.   Keep going.  
 MR.  RAYNOR:  I  th ink that  my point  i s  not  tha t  people  suffered .  
 We ' l l  deal  wi th  our  suffer ing.   As  a  union,  we ' re  going to  s tay  on that  
bankruptcy.   I  would  be  proud to  say  publ ic ly  tha t  not  one  worker ,  not  
one  union worker  has  spent  one  penny being represented  in  the  
bankruptcy despi te  what  corpora t ions  love  to  say  about  unions ,  how al l  
we care  about  i s  people 's  dues  and everything e lse .   We represented  
those  workers  and cont inued to  for  years  when none of  them have paid  
dues  to  the  union s ince  2003,  and we wi l l  cont inue  to  represent  them in  
tha t  bankruptcy and cont inue  to  ge t  money for  them,  and not  one  penny 
of  tha t  goes  to  my organizat ion .   I t  goes  to  my former  members  who 
deserve  every  penny of  i t ,  much more  than Pi l lowtex did  for  them,  I  
would  add.  
 But  a t  the  end of  the  day,  th is  d idn ' t  have  to  happen the  way i t  



 

 

happened.   Our  union is  not  about  saying tha t  people  in  the  res t  of  the  
wor ld  don ' t  deserve  to  make a  decent  l iv ing,  don ' t  deserve  to  have  jobs  
and that  we can somehow rol l  back the  c lock of  g lobal iza t ion .   
Everybody seems to  pa in t  th is  debate  in b lack and whi te .   You 're  e i ther  
for  f ree  t rade  or  you ' re  agains t  f ree  t rade  and you ' re  some kind of  
Neander thal .   In  th inking about  my tes t imony,  I  turned on the  TV the  
o ther  day,  and I  watched something tha t  I  th ink i s  sor t  of  an  example  
of  what  goes  for  c iv i l  and pol i t ica l  and economic  d iscourse  in  th is  
country .   I  turned on one  of  the  ear ly  morning news shows,  and they 
were  four  ta lk ing heads .   I t  was  r ight  af ter  the  market  had jus t  gone 
way down for  the  problems that  were going on wi th  the  subpr ime issue  
and the  Fed had jus t  ta lked about  changing the  ra tes .  
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 And so  there  were  four  people ,  and the i r  idea  of  pol i t ica l  
d iscourse  was  to  yel l  a t  each other  across  the  TV screen,  and the  poor  
modera tor  was  t ry ing to  get  them to  s top  ta lk ing a t  the  same t ime,  and 
they were  a l l  saying the  Fed shouldn ' t  do  anything,  the  market  should  
take  of  th is ,  the  Fed should  s tay  out  of  i t ,  the  Fed should  leave  us  
a lone ,  as  i f  Alan Greenspan,  Bernanch and the  Fed never  exis ted .  
 I  thought  about  them,  and I  thought  about  tha t  imbeci le  who 's  
on-- I  can ' t  remember  which s ta t ion  he 's  on--but  tha t  guy who runs  
around giving economic  advice  and smashes  l i t t le  ba l l s  and yel ls  and 
screams and ro l l s  up  h is  s leeve .   I  th ink h is  name is  Cramer;  r ight .  
 HEARING COCHAIR FIEDLER:  Cramer .  
 MR.  RAYNOR:  And that ' s  what  passes  for  an  economis t  in  th is  
country  these  days .   I  th ink about  those  people  and what  they say about  
f ree  t rade ,  and I  th ink about  i f  we bel ieved what  they bel ieve ,  which is  
tha t  the  market  wi l l  take  care  of  everything,  what  i s  the  market?   The 
market  i s  about  supply  and demand.   The market  i s  about  who has  
dol lars  or  currency and who wants  i t .    
 I t ' s  not  about  poor  people  tha t  don ' t  have  purchas ing power .   I t ' s  
not  about  chi ldren who need schools  and educat ion and maybe don ' t  
want  to  work over t ime in  a  sweater  fac tory ,  taking the  s tuff  home wi th  
them in  Centra l  America .   I t ' s  about  who has  money.   And we look 
around a t  what  happened wi th  t rade  in  th is  country .   I t ' s  our  American 
companies- -my f r iend f rom Goodyear  i s  going to  te l l  you about  
Goodyear  in  China-- i t ' s  about  our  American companies  tha t  a re  
opera t ing  a l l  over  the  wor ld ,  and those  bus iness  leaders  are  labor  
s ta tesmen,  they ' re  ta lked about  in  the  papers ,  they ' re  enhancing 
shareholder  va lue ,  they ' re  doing a l l  these  wonderful  th ings .  
 Now that ' s  capi ta l .   There 's  something e lse  ca l led  labor .   That ' s  
human beings .   Let  some poor  human being who happens  to  l ive  in  
Mexico walk  across  an  imaginary  l ine  tha t  we a l l  c rea ted  ca l led  the  
border  and say you know what ,  I  am wi l l ing  to  go in to  a  country  where  
I  don ' t  speak the  language,  where  I 'm going to  be  exploi ted ,  where  I 'm 



 

 

going to  have to  borrow money a t  r id iculous  ra tes  of  in teres t ,  where  
I 'm going to  have  to  shop in  someplace  tha t  cheats  me and tha t  has  
pr ices  four  t imes  h igher  than any o ther  supermarket  in  my area  because  
I  have  to  walk ,  I  don ' t  have  a  car ,  I  got  to  go f rom my t ra i ler  park .  
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 I 'm going to  leave  my ent i re  family ,  my kids ,  my wife  and 
everybody e lse ,  and I 'm going to  l ive  underground,  and th is  man,  
according to  many of  our  pol i t ic ians  and my good f r iend Lou Dobbs ,  
th is  i s  a  cr iminal ,  a  fe lon.   I  th ink they ' re  heroes .   I  th ink they ' re  
somebody t ry ing to  feed the i r  family  and take  care  of  the i r  chi ldren  
and making an  enormous sacr i f ice .  
 But  labor  has  no mobi l i ty ;  labor  has  no r ights .   Labor  i s  i l legal .   
Capi ta l  goes  a l l  over  the  wor ld ,  does  whatever  i t  wants ,  and they ' re  
heroes .   I  don ' t  qui te  ge t  i t  f rankly .   I  took some economics  when I  was  
in  col lege  and th is  d idn ' t  make a  lo t  of  sense  to  me.  
 We don ' t  have  a  t rade  pol icy  tha t  says  i f  you want  access  to  our  
markets ,  there  i s  a  pr ice  to  be  paid for  tha t  access ,  and tha t  pr ice  ought  
to  be  tha t  you have to  do th ings  proper ly .   We don ' t  care  about  what  
happens  in  China  unt i l  the  babies  get  poisoned wi th  the  toys  wi th  lead 
poisoning.   Then a l l  of  a  sudden,  there  i s  th is  b ig  hue  and cry ,  and we 
should  regula te  what 's  happening f rom China .  
 China  i s  no  d i f ferent  than any other  country .   Al l  of  a  sudden,  
now we care  about  the  s tandards  in  China ,  jus t  l ike  we cared whether  
we had spr inkler  sys tems in  bui ld ings  af ter  the  Tr iangle  Shir twais t  
f i re ,  not  before .  
 I f  our  country  were  to  use  i t s  economic  muscle  to  say  i f  you 
want  to  t rade  wi th  us ,  then you need to  have  cer ta in  s tandards ,  maybe 
you need to  ac tual ly  pay the  minimum wage tha t  your  country  says  i t  
has ,  maybe you need to  have  s tandards  about  chi ldren  get t ing  educated  
and not  working in  fac tor ies ,  maybe there  oughtn ' t  be  s lave  labor  and 
maybe,  God forbid ,  your  workers  ought  to  have  a  r ight  to  organize  and 
speak for  themselves ,  a  r ight  tha t  we don ' t  rea l ly  prac t ice  very  much in  
th is  country  e i ther ,  maybe a l l  of  those  th ings  ought  to  be  what  we do,  
and maybe,  jus t  maybe,  i f  the  Uni ted  Sta tes  enforced tha t  as  the  pr ice  
for  access  to  our  markets  and our  capi ta l  and our  f inancing and our  
bus inesses  going everywhere  e lse  in  the  wor ld ,  maybe the  people  in  
those  countr ies  would  say ,  hey,  you know what ,  i t ' s  the  Uni ted  Sta tes  
tha t  upl i f ted  our  s tandards ,  tha t  c rea ted  bet ter  educat ion  for  our  
people ,  tha t  d id  th ings  tha t  made us  a  be t ter  country ,  ra ther  than i t ' s  
U.S.  companies  tha t  a re  exploi t ing  our  chi ldren  and tha t  a re  making 
them work in  Nike  soccer  fac tor ies  or  sneaker  fac tor ies  or  whatever  i t  
i s  tha t  they 've  got ,  and look a t  our  country  as  the  ugly  Americans  
ra ther  than as  the  Americans  tha t  br ing a  pos i t ive  s ide  to  t rade .  
 So I 'm sorry  to  have  gone on so  long,  but  I  owe i t  to  an  awful  lo t  
of  people  who los t  the i r  jobs  under  my watch to  t ry  to  express  what  I  



 

 

th ink most  of  them feel .   So thank you.  
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 HEARING COCHAIR FIEDLER:  Thank you very  much.   And 
we ' l l  come back to  you on ques t ions .   Darryl .  
 
STATEMENT OF MR. DARRYL JACKSON, PRESIDENT, UNITED 

STEELWORKERS LOCAL 959,  FAYETTEVILLE, NORTH 
CAROLINA 

 
 MR.  JACKSON:  Good morning.   I 'd  l ike  to  thank you for  the  
oppor tuni ty  to  be  before  you th is  morning and ta lk  to  you about  th is  
i ssue .   This  i s  something las t  year  I  spent  f ive  months  in  negot ia t ions  
wi th  Goodyear  Tire  and Rubber  Company ta lk ing about  the  very  th ing 
tha t  we ' re  ta lk ing about  th is  morning.   
 One of  the  th ings  they wanted to  ta lk  about  was  shut t ing  down a  
fac tory ,  and one of  the  fac tor ies  they wanted to  shut  down,  we s tar ted  
out  negot ia t ions ,  they wanted to  shut  down three  fac tor ies  in  Nor th  
America  and to  see  anybody lose  the i r  job  i s  d i f f icul t .   When you see  
someone that  you know and you love  and you come to  know over  a  
per iod of  t ime,  many years ,  and you 've  seen them once  or  twice ,  three  
t imes  in  a  year ,  you become c lose  to  them,  and in  negot ia t ions  th is  las t  
t ime,  I  spent  f ive  months  in  Cincinnat i ,  and they shut  down,  they 
announced that  they ' re  going to  shut  down Tyler ,  Texas  a t  the  end of  
th is  year .  
 Tyler ,  Texas  i s  a  fac tory  tha t ' s  very  product ive .   They ' re  
reaching 100 percent  of  the i r  goal  everyday.   They ' re  in  t icket  
compl iance ,  very  h igh in  t icket  compl iance .   They ' re  one  of  the  bes t  
p lants  tha t  Goodyear  has ,  so  you might  ask  yourse l f ,  wel l ,  why are  
they going to  shut  down the  Tyler ,  Texas  p lant?  
 The reason why they ' re  going to  shut  down the  Tyler ,  Texas  
p lant  i s  because  Tyler  can ' t  compete  wi th  China .   They can ' t  compete  
whenever  China  can se l l  t i res  four  for  $99.   I t ' s  jus t  imposs ib le  to  
compete  wi th  tha t  type  of  labor  pr ice  when we have the  labor  pr ice  we 
have in  the  Uni ted  Sta tes .  
 In  2003,  I  wasn ' t  there ,  thank God.   I t  was  d i f f icul t  enough 
negot ia t ing  se t t lement  shut t ing  down a  p lant  in  2006.   2003,  they shut  
down Huntsvi l le ,  Alabama.   So they shut  down Huntsvi l le ,  Alabama.   
People 's  l ives  are  af fec ted .  Any t ime you shut  down a  fac i l i ty- - the  
Huntsvi l le  p lant  employed between 12 and 1 ,400 employees--any t ime 
that  a  p lant  shuts  down,  there 's  two percent  of  people  tha t  commit  
su ic ide .  
 We 're  not  jus t  ta lk ing about  people 's  l ive l ihood.   We're  ta lk ing 
about  people 's  l ives .   I  th ink,  and th is  i s  one  th ing I 've  to ld  my 
membership  because  we recent ly  went  through an  86-day s t r ike--we 
went  through th is  86-day s t r ike ,  and I  to ld  the  membership ,  I  sa id  



 

 

there  was  two th ings  the  company promised me.   I  sa id ,  Goodyear ,  
when I  got  h i red  29 years  ago,  to ld  me that  i f  I  worked 30 years ,  I  
could  re t i re  wi th  a  fu l l  pens ion and fu l l  medical  benef i t s .  
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 I  sa id  tha t ' s  two promises  they made to  me.   I  sa id ,  so ,  therefore ,  
I 'm going to  hold  Goodyear  to  the  promises  they made to  me.   I  sa id  
they never  promised me they 'd  never  shut  your  p lant  down.   I  sa id  as  
bad as  I  ha te  i t  and as  bad as  I  ha te  to  see  anybody lose  the i r  job ,  
Goodyear  never  promised me that  we ' l l  never  shut  your  p lant  down.  I  
sa id  tha t  f ight  i s  wi th  our  government .  
 Our  government  has  got  to  s top  the  b leeding.   They have got  to  
s top  a l lowing our  jobs  going overseas .   That  f ight  you can ' t  expect  
Goodyear  not  to  go overseas  when Br idges tone  Fi res tone ,  Michel in ,  
Uniroyal  i s  going overseas ,  how can Goodyear  not  af ford  to  go 
overseas  i f  they ' re  going to  s tay  compet i t ive  in  the  market?  
 So therefore ,  tha t ' s  the  reason why I  th ink i t ' s  such an  
oppor tuni ty  for  us  here  in  the  Uni ted  Sta tes  to  do something about  the  
impor ts  tha t ' s  taking p lace .  
 I  wi l l  te l l  you th is ,  in  Fayet tevi l le ,  we have been af fec ted  by i t  
as  wel l .   Ten years  ago or  less  we were  the  larges t  t i re  p lant  in  the  
Uni ted  Sta tes .   We put  out  be tween 65 and 70,000 t i res  a  day.   By us  
put t ing  out  65  and 70,000 t i res  a  day and people  were  proud,  people  in  
tha t  p lant  had a  grea t  deal  of  pr ide .   Now,  we ' re  down to  producing 
48,000 t i res .   We 're  s t i l l  very  v iable .   We 're  s t i l l  very  compet i t ive .  
 But  the  reason why we 've  reduced our  t icket  15  to  17,000 t i res  i s  
because  of  the  low value-added t i res .   We can ' t  compete  wi th  China .   
No company,  no  p lant  in  the  Uni ted  Sta tes  can compete  wi th  China ,  not  
in  the i r  labor  cos ts .   But  you 've  got  to  look a t  the  whole  s i tua t ion  as  a  
whole .   You 've  got  to  look a t  i t  and say ,  jus t  l ike  I  te l l  people  
everyday,  you get  what  you pay for .  
 I f  you go and you hi re  somebody for  $10 an hour  and somebody 
r ight  bes ide  them is  make $25 an  hour ,  do  you th ink tha t  person 
making $10 an  hour  i s  going to  do the  same job as  the  person working 
bes ide  the  same person doing the  same job a t  $25 and one i s  making 
ten?   I t ' s  not  going to  happen.  
 You get  what  you pay for  in  l i fe .   And what  we 're  doing,  I  th ink,  
as  a  socie ty  to  the  working men and women of  the  Uni ted  Sta tes  i s  
we ' re  saying we 're  going to  do nothing t i l l  a f ter  i t  happens ,  and then 
when everybody loses  the i r  job ,  and I  th ink a t  some point ,  we ' re  going 
to  become a  th i rd  wor ld  country  because  we 're  cont inuing to  a l low our  
jobs  to  go overseas .   I 've  been very  for tunate  to  l ive  a  l i fe  and be  able  
to  prosper  wi th  a  h igh school  educat ion.  
 I  went  to  work a t  Kel ly  Spr ingf ie ld ,  used to  be  Kel ly  
Spr ingf ie ld ,  now i t ' s  Goodyear .   I  s tar ted  my senior  year  in  h igh 
school .   I  worked th i rd  shi f t  and went  to  school  to  graduate .   I 've  been 



 

 

very  for tunate  to  mainta in  a  h igh s tandard  of  l iv ing.   I 'm very  insecure  
about  the  fu ture  of  my chi ldren.   I  have  two daughters ,  and my 
grandchi ldren  tha t  I  don ' t  have  r ight  now,  which one day I  hope to  
have.  
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 I  don ' t  see  the  way the  American people  are  looking a t  i t  and the  
way our  government  i s  looking a t  i t  protec t ing  our  jobs .   We've  got  to  
do something.   We must  do something.   And we must  ac t  now.    
 One of  the  o ther  th ings  we ta lked about  in  local  negot ia t ions  or  
master  negot ia t ions  was  th is :  looking a t  t ry ing to  come up wi th  
a l ternat ives  when people  lose  the i r  job ,  and what  do  we do as  far  as  
t ra in ing them to  be  prepared to  go out  in to  the  workforce  and to  bet ter  
themselves  in  the  market?  
 I f  we ' l l  spend more  t ime worr ied  about  not  los ing those  good-
paying jobs ,  then I  th ink tha t ' s  the  r ight  avenue to  take .   Respond,  
react  before  you need to  respond.   So i f  we ' l l  do  tha t ,  I  th ink we ' l l  be  
much bet ter  people .  
 I  wi l l  say  th is ,  the  China  market  has  f looded the  Uni ted  Sta tes  in  
the  las t  two years .   I t ' s  about  a  40  percent  increase ,  and as  bad as  I  
ha te  to  say  th is ,  in  the  las t  four  years  s ince  I 've  been union pres ident  
a t  my locat ion ,  which I  represent  a  l i t t le  over  1 ,800 members ,  I  to ld  
the  people ,  I  sa id  i f  our  government  doesn ' t  do  something about  i t ,  I  
sa id  wi th in  the  next  ten  years ,  you ' l l  see  two to  three  p lants  in  the  
Goodyear  family  in  Nor th  America ,  I  sa id  so  we have to  pos i t ion  
ourse lves  to  be  one  of  those  two or  three  p lants .  
 Now,  we have an  oppor tuni ty  f rom the  s ta te  of  Nor th  Carol ina .   
We've  been working on i t  for  the  las t  four  to  f ive  months  t ry ing to  get  
incent ives  f rom the  s ta te  of  Nor th  Carol ina ,  35  to  $40 mi l l ion  
incent ive  f rom the  s ta te  of  Nor th  Carol ina ,  so  Goodyear  wi l l  inves t  
200 to  $250 mi l l ion  in to  the  workers  and in to  the  equipment  a t  the  
p lant  to  guarantee  our  fu ture .  
 I t  passes  the  Senate  and i t  passes  the  House  overwhelming,  and 
then we have a  governor  tha t  decides  tha t  no ,  he 's  worr ied  about  
protec t ing  750 jobs .   I t ' s  nonsense .   He 's  jeopardiz ing 2 ,700 jobs .   I t  
has  to  s top.   We have to  wake up and we have to  use  some common 
sense ,  and I  would  apprecia te  anyone tha t  wi l l  l i s ten  to  me to  react  to  
tha t .  
 Thank you.  
 

Panel  III:   Discuss ion,  Quest ions  and Answers  
 

 HEARING COCHAIR FIEDLER:  Thank you very  much.   F i rs t  
ques t ion .   Harr is ,  I 'd  l ike  to  ta lk  about  your  comments  on 
underemployment  and the  fu ture  prospects  for  the  fo lks  a t  P i l lowtex,  
and the  fo lks  a t  P i l lowtex are  jus t  an  example  of  many,  many other  



 

 

members  and fo lks  who have los t  the i r  jobs  throughout  Nor th  Carol ina .  
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 How sys temic  i s  tha t  underemployment  and what  i s  the  Nor th  
Carol ina  Economic  Development  Author i ty  doing to  br ing jobs  to  those  
areas?  
 MR.  RAYNOR:  I  can ' t  speak as  wel l  as  to  what  they ' re  doing.   I  
th ink  tha t  i t  i s  sys temic .   I t  re la tes  to  a  number  of  i ssues  and Darryl  
ta lked about  some of  them.   You 're  ta lk ing about  in  the  Pi l lowtex case  
and in  most  of  the  text i le  indust ry  because  i t ' s  a  senior i ty  based th ing 
so  we had layoffs  before  and the  people  who f ina l ly  los t  the i r  jobs  
were  the  more  senior  workers ,  you ' re  ta lk ing about  people  who are  the  
product  of  the  educat ion  sys tem in  th is  s ta te  and throughout  the  South  
in  genera l .  
 Anybody who reads  the  papers  can look and see  what  the  SAT 
scores  were  for  th is  par t  of  the  country  and what  we inves t  in  
educat ion here .   You 're  ta lk ing about  people  who went  to  e lementary  
school  25 years  ago,  which magnif ies  th is  problem even worse ,  and I  
th ink tha t  was  one  of  the  b igges t  i ssues  tha t  happened,  i s  tha t  our  
members  came back,  the  members  who went  to  the  communi ty  col leges  
and t r ied  to  go in to  the  t ra in ing program,  and they sa id  th is  i sn ' t  for  
us ,  we don ' t  unders tand,  we don ' t  read wel l  enough,  we don ' t  do  the  
math ,  we don ' t  have  the  ski l l s ,  we ' re  embarrassed to  be  in  these  
c lassrooms.  
 Adul t  educat ion for  people  of  tha t  age  in  any one  of  these  s ta tes  
i s  a  pre t ty  d i f f icul t  task ,  and these  are  proud people  who were  making 
a  l iv ing and they ' re  adul ts .   They don ' t  want  to  go in to  a  c lassroom and 
fee l  l ike  chi ldren;  they don ' t  want  to  be  embarrassed about  the  fac t  
tha t  they have to  sound out  words .  
 I t  makes  t ra in ing a  very  d i f f icul t  th ing.  And so  what  we have,  
and then the  o ther  ques t ion  i s  what  are  we t ra in ing people  for?   Where  
i s  the  growth in  th is  country?   The growth is  in  the  service  indust ry?  
 I ' l l  be  hones t  wi th  you.   My union,  which used to  be  ca l led  
UNITE when I  s tar ted  tes t i fy ing before  th is  Commiss ion,  i s  now cal led  
UNITE HERE.   UNITE once s tood for  the  Union of  Needle  Trades ,  
Indust r ia l  and Text i le  Employees .   We don ' t  have  very  many of  those .   
HERE is  the  Hote l  and Restaurant  Employees .   
 My bes t  pa id  members  r ight  now are  servers  a t  Disney World  
who make upwards  of  50,  60,  $70,000 a  year  or  more  wai t ing  tables  a t  
Wal t  Disney World  in  Or lando.   That ' s  a  job  and I  have  nothing agains t  
tha t ,  and I  th ink i t ' s  a  grea t  th ing,  and I  love  having those  members ,  
but  a t  the  end of  the  day I 've  got  to  wonder ,  I 've  got  to  wonder  what  
we produce  a t  Disney World  tha t  somehow makes  th is  country  s t ronger  
and makes  our  economy more  v iable .  
 I  say  tha t  wi th  a  rea l  hes i tancy because  I  don ' t  want  to  in  any 
way impugn my own members  or  the  people  who do that  work because  



 

 

i t ' s  hard  work and they earn  every  penny of  i t  they get .  But  end of  the  
day,  we ' re  not  producing product ,  and I  rea l ly  worry  about  tha t .  
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 I  th ink my members  in  Kannapol is ,  mainly  the  ones  who got  
jobs ,  o ther  than few ski l led  maintenance  people ,  the  vas t  major i ty  of  
them are  not  in  manufactur ing any longer .   They ' re  in  service  
indust r ies  and those  indust r ies  tend to  have  lo ts  of  re ta i l ,  tend to  have  
lo ts  of  par t - t ime employment  and lo ts  of  uninsured employment ,  and 
tha t ' s  what 's  happened to  people .   Most  of  my members  do not  have  
any insurance  any longer .  
 HEARING COCHAIR FIEDLER:  Carolyn.  
 CHAIRMAN BARTHOLOMEW:  Thank you.   Thank you both  for  
appear ing today and for  the  work that  you ' re  doing on behal f  of  
American workers .   In  your  exper ience ,  how would  you ra te  the  federa l  
programs such as  Trade  Adjus tment  Ass is tance  in  terms of  he lp ing 
workers  to  adjus t?  
 Are  the  benef i t s  and e l ig ib i l i ty  cr i te r ia  easy  for  people  to  
unders tand?  Is  the  appl ica t ion  process  user  f r iendly?   I s  there  enough 
ass is tance  as  people  need to  t ry  to  get  in to  these  programs?   And do 
dis located  workers  get  enough informat ion?  
 MR.  JACKSON:  I  can ' t  honest ly  answer  tha t  ques t ion ,  Carolyn,  
as  far  as  to  te l l  you on every  answer ,  every  ques t ion  you ask  there .   I  
can  te l l  you th is :  i t ' s  too  la te  to  wai t  t i l l  people  lose  the i r  jobs  to  
react .   My suggest ion would  be  i s  we  need to  respond pr ior  to  jus t  l ike  
what  I  spoke about  a  few minutes  ago.   We 've  got  a  th ing working on 
our  agreement  now in  our  master  agreement  ca l led  "Ins t i tu te  to  Career  
Development ."   
 I t ' s  a  good procedure ,  but  why do you have something in  the  
contrac t  tha t  a l lows people  to  ge t  prepared for  the i r  next  th ing,  and 
even though we 're  get t ing  ready to  s tar t  i t  a t  our  locat ion  because  we 
know what 's  going on wi th  the  American workforce  today,  but  i f  the  
government  would  respond and s top the  b leeding tha t ' s  taking place ,  
tha t ' s  the  answer .   I t ' s  not  about  more  programs to  help  people  to  
adjus t ,  in  my opinion.  
 I  th ink i t ' s  to  s top  the  b leeding tha t ' s  taking p lace  so  tha t  the  
American people  can keep the i r  jobs ,  and as  my brother ,  Mr.  Raynor ,  
sugges ts ,  i t  was  we are  producing a  product .   The rubber  indust ry  i s  a  
product .   Everyone in  th is  room has  to  have  t i res  to  r ide  on the i r  
vehic les .   I f  you have to  have  t i res  to  r ide  on your  vehic les ,  I  don ' t  
want  China  bui ld ing my t i res .   I  don ' t  want  Russ ia .   I  don ' t  want  
anybody e lse .   I 'm an American and I  want  to  r ide  on American-made 
product ,  not  to  ment ion the  safe ty  aspect  of  i t .   I  don ' t  t rus t  r id ing 
around on fore ign t i res .    
 HEARING COCHAIR FIEDLER:  Harr is .  
 MR.  RAYNOR:  Let  me answer  that  in  two ways .   Number  one ,  I  



 

 

agree  complete ly  wi th  Darryl  about  the  idea  of  th is - -when we ta lk  
about  these  k inds  of  i ssues ,  for  me i t ' s  k ind of  l ike ,  okay,  wel l ,  what  
k ind of  casket  are  we going to  have a t  the  funera l  and how are  we 
going to  comfor t  the  bereaved.   I 'm in teres ted  in  not  having funera ls .  
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 But  I  th ink to  ta lk  about  the  government  programs,  my 
exper ience  wi th  government  programs is  they are  the  most  worker  
unfr iendly  programs that  exis t .   Somehow very  wel l  in tent ioned people  
in  Washington des ign th ings  tha t  become such bureaucra t ic  messes  tha t  
nobody can navigate  through them.  
 I  th ink tha t  par t  of  the  problem is  tha t  there 's  not  enough worker  
input  in to  what  would  work for  us ,  jus t  l ike  the  educat ion  programs 
tha t  I  descr ibe  a t  the  communi ty  col leges  where  our  people  need to  be  
educated  jus t  to  par t ic ipa te  in  the  program.  
 There  were  some very  good communi ty  groups  in  Nor th  Carol ina  
tha t  he lped us  through.   And I  got  to  say  to  you the  governor  of  th is  
s ta te  and his  s taf f  f rom the  labor  depar tment  were  wonderful  to  
Pi l lowtex because  we were  r ight  a t  the  cusp of  where  there  was  a  
program coming in  to  provide  people  for  benef i t s  tha t  had been passed 
by Congress .   I t  was  not  enacted  yet .   I t  wasn ' t  here ,  and they t r ied  a l l  
k inds  of  th ings  to  get  i t  to  happen quickly  in  Nor th  Carol ina .  
 But  even when i t  d id ,  the  cos t ,  what  people  d idn ' t  rea l ize ,  they 
t r ied  to  do a  tax  credi t .   Our  people  d idn ' t  have  the  cash  to  pay for  the  
benef i t ;  what  good is  a  tax  credi t .   When you 're  ta lk ing about  workers ,  
you ' re  ta lk ing about  people  have  no money in  the i r  pockets .   You ta lk  
about  people  who ra ided the i r  401(k)s .   I  know people  who qui t  jobs  
jus t  so  they could  get  access  to  a  401(k)  so  tha t  they could  have cash .  
 This  doesn ' t  make sense  to  me.   So I  do  th ink tha t  there  are  some 
th ings  tha t  we can do,  but  I  go  back to  what  Darryl  was  saying before .  
 I 'm a  l i t t le  b i t  less  about  car ing  about  where  th ings  are  made.   I  
rea l ize  tha t  we have  to  make th ings  a l l  over  the  wor ld ,  and I  rea l ize  
tha t  c i t izens  of  o ther  countr ies  ought  to  have as  many r ights  as  we do.  
 I  want  to  have a  wor ld  where  everybody can prosper .  
 But  I  th ink you 've  got  to  have  p lanning and you got  to  have  
control .   And r ight  now,  we have a  sys tem that  i s  he l l  bent  on  going 
wi th  an  unregula ted  marketplace .   My union was  formed on ending 
sweat  shops .   We had an  unregula ted  marketplace  and what  tha t  d id  
was  i t  goes  to  the  lowest  b idder .   That ' s  why China  i s  doing so  wel l ,  
because  China  has  the  lowest  pay.   India  i s  r ight  behind them and other  
people .  
 I f  we had a  t rade  sys tem that  sa id  we could  do th is  in  a  more  
p lanned manner ,  we could  have  t ime to  p lan  about  d is locat ion .   We 
could  have  t ime to  p lan  about  educat ing  people  and a t  the  same t ime 
we could  use  t rade  pol icy  as  a  pol i t ica l  tool  to  upl i f t  the  res t  of  the  
wor ld .   That ' s  what  makes  sense  to  me.  



 

 

 What  doesn ' t  make sense  to  me is  when people  say  tha t  nobody 
in  academia ,  nobody in  government  can do anything r ight ,  and 
therefore  what  we have to  do is  jus t  le t  th is  Mal thus ian  marketplace  
run the  wor ld .   I t  jus t  doesn ' t  work;  i t ' s  never  worked.   And i f  i t  d id  
work,  we wouldn ' t  have  unemployment  insurance ,  we wouldn ' t  have  
Socia l  Secur i ty ,  we wouldn ' t  have government  programs,  we wouldn ' t  
have  the  heal th  and safe ty  agency,  we wouldn ' t  have  an  EPA,  and on 
and on and on.  
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 HEARING COCHAIR FIEDLER:  Thank you.   Commiss ioner  
Wessel .  
 COMMISSIONER WESSEL:   Thank you both  for  being here .   We 
know what  a  tough job you have a t  t imes  going back to  your  
membership  and t rans la t ing  some of  the  d i f f icul t  th ings  tha t  happen in  
the  economy that  d i rec t ly  af fec t  the i r  l ives .   I  don ' t  envy you for  
having to  do tha t  a t  t imes .  
 Over  the  las t  15  years ,  I  guess ,  we 've  seen NAFTA, we 've  seen 
PNTR,  we 've  seen a  number  of  individual  f ree  t rade  agreements ,  and I  
th ink,  I ' l l  jus t  say  my perspect ive ,  i s  tha t  they haven ' t  necessar i ly  
y ie lded the  benef i t s  tha t  the  proponents  have  argued for .  
 We seem to  be  in  a  s tand-s t i l l  on  most  of  th is  r ight  now.   That  
g ives  us  an  oppor tuni ty  to  t ry  and rebalance  the  equat ion.   As  you 've  
deal t  wi th  the  companies  out  of  Pi l lowtex,  the  o thers  tha t  have  come 
and sa id  we 've  got  to  shut  opera t ions ,  we got  to  be  compet i t ive ,  have  
they ever  come to  you to  t ry  and work th ings  out  in  advance?   Have 
they ever  sa id  we made mis takes  in  suppor t ing  these  t rade  deals ;  we 
want  to  work wi th  you on a  new approach?    
 We 're  deal ing  wi th  23-year-old  analys ts  on  Wal l  S t ree t  who te l l  
me they’ve  got  to  eke  out  another  penny of  earnings ,  we’ve  got  to  eke  
out  another  penny of  earnings  th is  quar ter .   We 'd  l ike  to  go to  some 
other  sys tem.  
 What  do we do posi t ive ly?   How do we change th ings  a t  the  
federa l  level  f i r s t?   That 's  where  the  t rade  pol ic ies  are  made and then 
a t  the  s ta te  level .   Other  than the  bur ia l  insurance  tha t  many people  
v iew TAA and other  programs,  what  do  we do posi t ive ly  to  s top  th is  
hemorrhage so  tha t  we don ' t  have  to  turn  to  these  people  wi th  the  
bur ia l  pol ic ies?  
 MR.  RAYNOR:  An in teres t ing ques t ion.   I 've  had a  number  of  
companies  tha t  have  come to  us .   P i l lowtex did .   This  was  the  second 
bankruptcy.   I t  wasn ' t  tha t  i t  was  unknown.   We've  had a  number  of  
companies  come to  us  and say,  look,  we have to  do th ings  smar ter  and 
bet ter  and more  ef f ic ient ly .  
 End of  the  day,  we 've  had a  tough t ime succeeding in  doing that  
because  of  the  d i f ference  in  cos t  be tween--again ,  tha t ' s  why I  say  
there 's  got  to  be  some kind of  a  f loor  se t  tha t  says  these  o ther  



 

 

countr ies  have  to  ra ise  the i r  cos ts  by  doing more  for  the i r  people .   But  
we have,  and there  i sn ' t  enough government  money to  suppor t  some of  
these  k inds  of  programs.  
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 I  represented  a  manufacturer  of  synthet ics  f ibers  in  Mobi le ,  
Alabama,  a  company cal led  Cour taulds .   The synthet ics  f ibers  indust ry  
in  th is  country  was  the  most  automated of  a l l  of  the  text i le  indust r ies .   
I t  was  jus t  an  incredible  opera t ion .   Very ,  very  o ld-fashioned labor  
re la t ions .   We had th is  guy 's  job  was  there  so  you didn ' t  touch th is ;  he  
d idn ' t  move tha t  over  there .  
 And the  company came to  us  and they sa id  we 've  got  to  do some 
th ings .   We brought  in  an  employee  workplace  development  consul tant .  
 We put  in to  p lace  a  program,  and I  remember  the  manager  of  tha t  
company cal l ing  me one day and saying,  Harr is ,  you ' re  not  going to  
bel ieve  th is ,  and I  sa id  what 's  happened,  Dave?   Are  my people  
walking out  again?  
 He sa id  no,  no ,  no .   He sa id  your  ent i re  execut ive  board  i s  out  in  
the  p lant  pa in t ing  f i re  hydrants  and s tuff  because  we 're  having vis i tors  
coming in ,  cus tomers .   These  are  people  who would  have sa id  tha t ' s  the  
pain ter ' s  work;  I 'm never  going to  touch that  again .   But  we had by 
educat ing people  and by giving them a  rea l  sense  of  what  the  bus iness  
was  doing and what  was  impor tant  for  the  bus iness  and t rea t ing  
workers  as  i f  they ac tual ly  had a  bra in ,  ra ther  than doing what  most  
companies  do,  which i s  t ry  to  d isc ip l ine  people  in to  doing what  they ' re  
to ld  ra ther  than br inging us  in  as  par tners  and expla in ing to  us  how the  
bus iness  i s  and what  we 've  got  to  do and what  the  cus tomers '  needs  
are ,  we have the  wrong kind of  labor  re la t ions .  
 We did  tha t ,  and tha t  p lant  was  c losed.   That  p lant  i s  now closed 
and that  work is  now offshore ,  par t ly  because  we couldn ' t  overcome 
the  environmenta l  cos ts  tha t  our  country  demanded of  us  here  tha t  was  
not  demanded in  the  res t  of  the  wor ld .    We couldn ' t  overcome some of  
the  wage di f ferent ia ls .   We couldn ' t  overcome the  fac t  tha t  the  
cus tomers  had lef t  th is  country  so  the  advantages  tha t  we have in  
producing here ,  because  i t ' s  a  f iber ,  r ight ,  so  producing for  the  sewing 
indust ry  tha t  wasn ' t  here  anymore  d idn ' t  do  very  much good.  
 But  I  te l l  you tha t  manager  who now works  for  another  company 
in  Canada ca l led  me one t ime and sa id ,  you know,  nobody knows how 
great  we did .  We did  everything r ight  and i t  s t i l l  d idn ' t  mat ter .  So I  do  
th ink i f  the  government  would  suppor t  more  of  these  k ind of  programs,  
and we could  have  s tar ted  ear l ier ,  I  do  th ink there 's  ways  of  looking a t  
th is  indust ry  and doing some very ,  very  pos i t ive  th ings .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Videnieks  had a  
ques t ion .  
 COMMISSIONER VIDENIEKS:   I 'm a  - former  member  of  s t ree t  
pavers  and sewer  d iggers  local  in  Tacoma,  Washington.   So my 



 

 

quest ion  i s  going to  be  not  necessar i ly  ant i - labor .   What  percent  would  
you es t imate  are  labor  cos ts  in  the  t i re  here  in  a  U.S.  as  compared to  
labor  cos ts  in  China?   And what  i s  the  value  added in  China?   Do they 
impor t  rubber  f rom someplace?  
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 What  I 'm rea l ly  ta lk ing about  i s  the  argument  of  environmenta l  
impact  and the  law as  appl icable  to  the  product ion process .   How much 
weight  should  we rea l ly  be  g iv ing to  the  d i f ference  in  labor  cos ts  in  
t i re  manufactur ing?  
 MR.  JACKSON:  I  would  say the  labor  cos ts  i s  somewhere  
probably  between 60 and 80 percent  of  the  cos t  per  t i re ,  a t  leas t - -  
 COMMISSIONER VIDENIEKS:   Here  and there?  
 MR.  JACKSON:  Yes .   Wel l ,  a t  leas t  60  to  80 percent .   So i f  you 
take  the  American worker  wage ra te  here  and you take  o ther  countr ies  
here ,  i t ' s  hard  to  compete .  
 COMMISSIONER VIDENIEKS:   Do the  Chinese  manufacture  the  
ent i re  t i re?    
 MR.  JACKSON:  Yes .   From what  I  unders tand they do.  
 COMMISSIONER VIDENIEKS:   They import  the  rubber  f rom 
some-- .  
 MR.  JACKSON:  I  have  never  been to  a  Chinese  fac tory ,  but  
f rom what  I  unders tand they do the  whole  process  the  same as  we do.  
 HEARING COCHAIR FIEDLER:  We have.  
 COMMISSIONER VIDENIEKS:   That  answers  my quest ion.  
 HEARING COCHAIR FIEDLER:  We were  in  the  Goodyear  t i re  
p lant  in  Dal ian  and i f  I  reca l l  correc t ly ,  the  top  wage was  probably  
around $200 a  month .    
 MR.  JACKSON:  We make a  b i t  more  than that .  
 HEARING COCHAIR FIEDLER:  Yes .  
 COMMISSIONER VIDENIEKS:   Wel l ,  tha t  answers  the  ques t ion,  
60  to  80 percent .  
 MR.  RAYNOR:  But  there  are  some in teres t ing  th ings  to  say  
about  tha t .   I t ' s  c lear  tha t  we can ' t  compete  on jus t  hour ly  pay a lone .   
Our  U.S.  minimum wage would  make a  c i t izen  in  China  weal thy.  So I  
mean there 's  no  way that  we can compete ,  but  then you a lso  look a t  
what  we ca l l  loaded labor  cos ts  i f  you ' re  looking a t  t rue  labor  cos ts ,  
r ight ,  and in  the  s tee lworker  case ,  the  UAW, we 're  ta lk ing about  the  
cos t  of  re t i ree  benef i t s ,  we ' re  ta lk ing about  the  cos t  of  heal th  
insurance ,  but  again ,  tha t ' s  what  I 'm t ry ing to  say  to  you about  t rade  
pol icy .  
 This  country  saddles  pr iva te  indust ry  wi th  a l l  these  cos ts  l ike  
heal th  insurance .   When we s i t  down and negot ia te  a  contrac t - - I  th ink 
I 'm speaking for  both  of  us  here-- the  f i rs t  th ing you do is  you say,  
okay,  how much do we have to  feed the  benef i t s  cow and is  there  
anything lef t  over  for  wages;  r ight?  



 

 

 When I  ta lk  to  my brothers  and s is ters  in  Canada,  they don ' t  have  
to  do tha t - - r ight?   In  the  res t  of  the  c iv i l ized  wor ld ,  the  responsibi l i ty  
of  heal th  care  i s  the  responsibi l i ty  of  an  ent i re  country  and you pay for  
tha t  through a  d i f ferent  method of  taxat ion.   In  the  U.S. ,  we have 
employment-based heal th  care .   We have employment- -  in  many ways  
we have a  minimal  re t i rement  sys tem and we have employment-based 
re t i rement .  
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 I  applaud the  UAW for  what  they ' re  t ry ing to  do r ight  now in  
negot ia t ions  about  the  unions  taking over  the  provis ion of  re t i ree  
heal th  care .   Now whether  they ' re  going to  be  successful  or  not ,  I  don ' t  
know.   But  I  am a  pension fund t rus tee  and I  unders tand something 
about  how these  k inds  of  th ings  work.  
 The way U.S.  pension laws have worked,  i t  makes  i t  very ,  very  
d i f f icul t  for  a  pr ivate  company to  mainta in  a  pens ion plan ,  which I  
would  say  to  you is  by  far  the  bes t  form of  re t i rement ,  much bet ter  
than the  nonsense  about  401(k)s ,  which I  won ' t  s tar t  about  now.  
 But  what  we 've  done to  reform pensions  has  ac tual ly  been ant i -
pension and has  forced many pr ivate  companies  to  say  we can ' t  
cont inue  to  carry  these  th ings  on our  books  in  the  way we have to ,  and 
i t ' s  a l l  about  manipula t ion  of  f inances .   I t ' s  not  necessar i ly  about  
making heal thy  re t i rement  p lans .   Lucki ly  for  us ,  we have  mul t i -
employer  pens ion plans  wi th  the  unions  tha t  have  some rea l  advantages  
tha t  way.  
 But  s t i l l  i t ' s  a  pr iva te  sys tem and I  would  say  in  th is  country  
probably  45 to  50 percent  of  labor  cos ts  i s  benef i t s .  
 COMMISSIONER VIDENIEKS:   Right .   Which are  absent  I  guess  
in  China?  
 MR.  RAYNOR:  Yes .  
 MR.  JACKSON:  Yes .   That ' s  one  of  the  th ings  we recent ly  d id  
in  master  negot ia t ions  wi th  the  s tee lworkers .   We negot ia ted  our  heal th  
care  because  Goodyear  wanted to  walk  away f rom the  heal th  care  
responsibi l i t ies  and now i t ' s  been turned over ,  not  to  the  s tee lworkers ,  
but  i t ' s  been turned over  to  an  independent  fund.  
 COMMISSIONER VIDENIEKS:   But  the  ques t ion  tha t  
Commiss ioner  Wessel  was  asking,  I  th ink,  was  what  should  the  U.S.  
government  do?   Maybe "P"  i s  not  a  bad word,  okay,  or  protec t ionism.  
 But  what  speci f ica l ly  are  the  unions  pushing for  the  U.S.  government  
to  do to  not  b leed?  
 MR.  JACKSON:  I  th ink one th ing Brother  Raynor  jus t  sa id ,  he 's  
very  r ight  in  what  he 's  saying as  fa r  as  American,  we have to ,  any t ime 
you go to  the  table- -he 's  absolute ly  r ight - -you go to  the  table ,  f i r s t  
th ing you ta lk  about  h is  heal th  care .   Heal th  care  i s  a  b ig  impor tant  
par t  of  the  process .   I f  there 's  anything less ,  then we ' l l  look a t  o ther  
th ings .  



 

 

 Normal ly  there 's  nothing lef t  a f ter  you get  through wi th  heal th  
care .   I t ' s  not  fa i r  for  Canada and di f ferent  countr ies  tha t  don ' t  have  
the  same rules .   I  th ink one  th ing,  to  answer  your  ques t ion ,  i s  I  th ink 
i t ' s  t ime tha t  we look a t  a  heal th  care  sys tem for  everyone in  the  
Uni ted  Sta tes  so  tha t  we can make i t  a  more  even playing f ie ld .  
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 MR.  RAYNOR:  Let  me a lso  respond to  tha t  a  l i t t le  b i t  i f  I  can .  
 HEARING COCHAIR FIEDLER:  Sure .  
 MR.  RAYNOR:  I  don ' t  want  to  s i t  here  and say  to  you the  
unions  have the  answer .   We don ' t  have a  c lue  what  to  do,  and hal f  the  
t ime we 're  as  j ingois t ic  and protec t ionis t  as  anybody e lse  and ought  
not  to  be .   
 I  th ink the  ques t ion  i s ,  number  one ,  we 've  l ived for  e ight  years  
under  the  most  ant i - labor  adminis t ra t ion  in  my used to  be  not  so  
considerable  l i fe t ime,  I  guess  considerable  l i fe t ime now.   And so  there  
i s  rea l ly  no input  in to  government  pol icy  f rom working people ,  which 
only  have a  way of  having input  f rom labor  organiza t ions ;  I  guess  we 
can re ly  on Ela ine  Chao to  te l l  us  what  workers  th ink.   So we don ' t  
have  any kind of  ef fec t ive  input ,  number  one .  
 Number  two,  we have to  get  our  ac t  together ,  and we have to  get  
our  ac t  together ,  I  th ink,  be tween labor  and academia .   I 've  spoken a t  a  
number  of  conferences  about  g lobal iza t ion--a t  univers i t ies- -and we,  
again ,  there 's  a  whole  r ight  segment  of  the  Republ ican Par ty  and some 
of  the  Democrat ic  Par ty  in  th is  country  tha t  bas ica l ly  have  become the  
"know nothings ,"  and they don ' t  be l ieve  tha t  people  can p lan  and th ink 
thei r  way out  of  the  economic  mess  tha t  we ' re  in .  
 But  very  s imply--and I  th ink we a l l  know th is - -  we 've  got  a  
g lobal  economy that  we ' re  t ry ing to  regula te  through nat ional  
ins t i tu t ions  and i t  doesn ' t  work.   I  d idn ' t  e lec t  anybody to  the  WTO, 
but  they have an  awful  lo t  to  do wi th  everybody 's  l i fe  in  th is  room.  
 So we 're  so  far  behind where  the  economic  sys tem is ,  I  don ' t  
want  to  pre tend that  labor  knows what  to  do  wi th  i t ;  I  can’ t  snap my 
f ingers  and te l l  you a  magic  solu t ion .   But  I  do  th ink tha t  we need to  
begin  th is  k ind of  debate  and under  th is ,  the  present  government  tha t  
we have in  th is  country ,  the i r  a in ' t  no  debate .   I t ' s  those  yel l ing  
screaming guys  on CNN or  the  cable  news networks  or  Fox and the  
ignorance  caucus .  
 I t ' s  a  guy in  At lanta ,  one  of  the  most  popular  radio  personal i t ies ,  
who ta lks  about  government  schools  l ike  tha t ' s  some ter r ib le  s in .   Al l  
the  res t  of  the  wor ld  would  love to  have government  schools ,  any 
schools .   I  jus t  don ' t  unders tand what 's  happened.  
 HEARING COCHAIR FIEDLER:  Larry .  
 COMMISSIONER WORTZEL:  Mr.  Raynor ,  one  of  the  points  you 
made rea l ly  got  me th inking about  these  o lder  workers  tha t  lose  jobs  
and —their  30s ,  40s ,  50s ,  who can ' t  read ,  are  f rus t ra ted ,  can ' t  do  math .  



 

 

 I  qui t  h igh school  when I  was  17 years  o ld ,  went  in  the  Marine  Corps .  
 Got  sent  overseas ,  f i r s t  sergeant  cal led  me in ,  and I  guess  was  a  PFC,  
and of  course ,  be ing a  young man,  the  f i rs t  th ing I  wanted to  do was  
get  of f  pos t ,  ge t  of f  the  base ,  ge t  downtown and go par ty  wi th  the  
o ther  mar ines  and my squad,  and he  sa id  I  see  you qui t  h igh school .   
And I  sa id ,  yes ,  I  d id .  
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 He sa id  you 're  not  get t ing  off  th is  pos t ,  you ' re  not  ge t t ing  a  
l iber ty  pass  unt i l  you get  a  GED.   And he  ca l led  in  a  p la toon sergeant  
and they picked a  bunch of  guys  f rom the  squad or  in  the  p la toon and 
sa id ,  okay,  you ' re  going to  work wi th  th is  guy in  Engl ish ,  you ' re  going 
to  work on math ,  and by God,  wi th in  about  a  month ,  I  was  going 
downtown get t ing  drunk.   And that  was  my goal .  
 What  I  don ' t  unders tand is  how as  an  organiza t ion  you unions  
can le t  a  man or  a  woman go to  the  age  of  30  or  40  wi thout  those  
ski l l s .   I 'm very  in teres ted  i f  you could  descr ibe  what  you as  a  union 
do?   Here  th is  f i r s t  sergeant  sa id  you ' re  jus t  not  going to  do anything.   
How can you le t  a  person be  a  fu l l  union member  and get  through an  
apprent iceship  wi thout  the  bas ic  sk i l l s  to  do  a  checkbook?   
 What  are  you doing for  these  people?   Do you have in ternal  
programs that  say  we 're  going to  help  you,  but  you ' re  not  going to  be  
fu l l  union member  unt i l  you can read and wri te  and add up a  
checkbook?   Can e i ther  of  you ta lk  about  those  k inds  of  programs in  
your  unions?   Do they exis t?  
 MR.  JACKSON:  Yes ,  le t  me respond to  tha t .   That ' s  one  reason 
th is  ICD that  I 'm ta lk ing about ,  th is  was  a  negot ia ted  benef i t  we jus t  
come up wi th  in  2003 for  the  union members ,  and I  say  union members ,  
anyone tha t  works  in  the  p lant .   Unfor tunate ly ,  working in  Nor th  
Carol ina ,  a  r ight - to-work s ta te ,  i t ' s  hard  enough anyway to  get  people  
to  unders tand the  r ight  th ing to  do is  jo in  a  union.  
 So when you go s tar t  put t ing  res t r ic t ions  on te l l ing  somebody 
you 're  not  going to  do th is  and we 're  not  going to  le t  you do th is ,  
they ' l l  te l l  you,  f ine ,  I  d idn ' t  rea l ly  care  to  jo in  your  organiza t ion  to  
s tar t  wi th .   On top of  tha t ,  then they ' l l  look a t  i t  and say ,  wel l ,  we ' re  
going to  get  the  benef i t s  and we 're  going to  get  the  wages  anyway,  so  
you keep paying our  way.   So that ' s  the  f i rs t  point .  
 Second point  i s  the  only  reason I  suppor ted  th is  ICD,  and th is  
was  a  negot ia ted  i tem,  was  because  I  had mixed emot ions  in  suppor t ing  
i t .  I t ' s  the  Ins t i tu te  Career  Development .   I t ' s  a  good th ing,  but  when 
workers  are  having to  pay more  for  the i r  re t i rement ,  your  benef i t s  a re  
going up and th ings  of  tha t  na ture ,  I  had a  major  problem wi th  the  
ICD,  us  doing something.   I f  you 've  got  s teak,  then put  something e lse  
wi th  tha t  s teak,  but  when you 're  ea t ing  hamburger ,  I  rea l ly  had a  
d i f f icul t  t ime.  
 But  to  answer  your  ques t ion,  now wi th  us  s tar t ing  th is  ICD 



 

 

program,  we 're  going to  open i t  up  and ask  the  membership  in  the  p lant  
what  they want  to  take .   You 're  exact ly  r ight  because  the  bes t  
workforce  you can have is  an  educated workforce ,  whether  i f  tha t ' s  a l l  
they ever  do  in  the i r  l i fe .   Jus t  l ike  Brother  Raynor  sa id  over  here ,  a  
lo t  of  people  are  too  scared  to  te l l  someone they can ' t  read  or  they 
can ' t  do  the  bas ic  ski l l s .  

 

 
 
 
  

- 72 -

  

 This  i s  one  th ing tha t  we ' re  hoping to  do in  th is  ICD career  
development ,  i s  to  be  able  to  open up bas ic  courses  so  people  can 
fur ther  the i r  educat ion  jus t  to  have  the  bas ics .   I t ' s  jus t  l ike  the  o ther  
day my wife  and I ,  we both  have s t rengths  and weaknesses ,  and her  
weakness ,  one  of  her  weaknesses--she  has  many--of  course ,  nobody 
quote  me on tha t - -but  we were  somewhere  and she  was  shopping,  and i t  
was  40 percent  of f ,  and get t ing  there ,  and i t  was  addi t ional  20  percent  
of f ,  and she  looks  a t  me and she  says  how much is  tha t  going to  be?   
I 'm the  type  person,  when i t  comes to  numbers  and math  and th ings  of  
tha t  na ture ,  I  couldn ' t  imagine  not  knowing in  my head exact ly  what  i t  
was  pr ior .  
 And so  th is  ICD wil l  he lp  the  membership ,  i t  wi l l  he lp  people ,  
l ike  you sa id ,  people  tha t ' s  50 ,  55  years  o ld ,  tha t  would  l ike  to  be  able  
to  do the  bas ic  th ings  in  l i fe  so  tha t  when they get  grandkids--  
 COMMISSIONER WORTZEL:   They want  to  get  to  50.  
 MR.  JACKSON:  Yes .   Don ' t  le t  them get  to  50--  
 COMMISSIONER WORTZEL:   Like  that .   Yes .  
 MR.  JACKSON:  Unfor tunate ly ,  tha t  was  a  socie ty  tha t  50  and 60 
and 70 years  o ld ,  tha t  some people  d id  go through the  cracks .   And I 'm 
not  saying tha t  i t  doesn ' t  happen a t  30  and 40.   I t  can  happen a t  30  and 
40,  but  i t ' s  a  whole  lo t  less  suscept ible  to  happening today in  today 's  
s tandards .  
 MR.  RAYNOR:  Think about  your  l i fe  exper ience  tha t  you jus t  
descr ibed.   This  happened to  you.   You sa id  you dropped out  of  h igh 
school  so  I  imagine  you were  19 or  20  years  o ld .  
 COMMISSIONER WORTZEL:  17.  
 MR.  RAYNOR:  Okay.   At  a  t ime in  l i fe  when you could  s t i l l  
change and s t i l l  have  an  ef fec t  on  your  l i fe .   When you are  deal ing  
wi th  people  who are  45 and 50 years  o ld ,  and you have to  unders tand 
the  text i le  indust ry ,  there  are  no  apprent iceship  programs.  
 COMMISSIONER WORTZEL:   Wel l ,  tha t ' s  my ques t ion .   What  
are  you doing today for  new people?  
 MR.  RAYNOR:  The text i le  indust ry  and the  appare l  indust ry  
d idn ' t  ever  have  these  th ings .   People  got  t ra ined.   You don ' t  have  to  
have  a  lo t  of  educat ion to  put  your  foot  on  a  sewing machine  and sew.   
You didn ' t  have  to  have  a  lo t  of  educat ion,  and there  wasn ' t  a  c lass  on 
how to  weave or  how to  run a  cree l ing machine .   
 So people  learned.   They were  t ra ined on the  job .   There  was  on-



 

 

the- job t ra in ing.   They were  t ra ined by other  people .   The problem is  
tha t  they ' re  very  product ive  and they ' re  very  good,  but  they have very  
specia l ized  ski l l s .   We had maintenance  mechanics  who could  f ix  the  
most  compl ica ted  equipment ,  but  couldn ' t  read  a  b luepr in t .   When a l l  
of  a  sudden we went  to  having computer ized process ing equipment ,  
they couldn ' t  repai r  i t  anymore ,  r ight ,  because  they were  used to  
working-- i t ' s  l ike  a  car  mechanic .  
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 You probably  know plenty  of  people  who can t ime a  carbure tor  
and to  make a  car  run and change the  points  and a l l  tha t  k ind of  th ing.  
 You don ' t  do  that  anymore .   You dr ive  up to  the  p lace;  they p lug i t  
in to  a  machine  and a l l  of  tha t  s tuf f  i s  done.  
 So,  number  one ,  these  are  very ,  very  d i f f icul t  i ssues  a t  tha t  age  
in  l i fe .   Number  two,  as  he  sa id ,  we ' re  r ight - to-work s ta tes  down here .  
 You don ' t  te l l  our  members  what  to  do;  you ask  them what  to  do.   In  
your  case ,  the  mi l i ta ry  had a  good abi l i ty  to  te l l  people  what  to  do.  
 HEARING COCHAIR FIEDLER:  Yes .  
 MR.  RAYNOR:  But  we ' re  not  the  mi l i ta ry .   So we 've  got  to  do 
some th ings  d i f ferent ly ,  and I  th ink par t  of  tha t  i s  the  responsibi l i ty  of  
the  genera l  socie ty .   Al l  we have to  fund these  k inds  of  th ings  wi th  i s  
e i ther  money we can negot ia te  f rom the  employers ,  which then adds  to  
the  burden of  the i r  labor  cos ts ,  or  us ing our  own union dues ,  which in  
a  s ta te  l ike  th is  where  you 've  got  to  f ight  for  every  s ingle  member ,  
where  you have to  represent  everybody in  the  workplace ,  but  ye t  none 
of  them have to  pay for  tha t  representa t ion .   I t ' s  a  very ,  very  d i f f icul t  
process  for  unions  to  survive  in  the  South  and i t ' s  why many of  them 
don ' t  t ry .  
 MR.  JACKSON:  One las t  th ing to  respond to  tha t ,  though.   In  
today 's  technology,  you ' re  absolute ly  r ight .   In  today 's  technology,  you 
can ' t  take  the  bas ic  worker  l ike  go over  there  and show him anymore ,  
you go over  here  and l i f t  th is  and do th is .   Now,  i t ' s  here .   You 've  got  
to  have  a  whole  lo t  more  advanced technology.   
 So tha t ' s  another  th ing wi th  the  ICD program that  we ' re  going to  
be  working on to  t ry  to  get  people  up to  par  wi th  the  technology of  
today.  
 HEARING COCHAIR FIEDLER:  Yes ,  your  turn .  
 CHAIRMAN BARTHOLOMEW:  Thank you very  much.   This  i s  a  
very  in teres t ing  panel  and I  fee l  l ike  I  should  note  for  the  record  tha t  
whi le  Commiss ioner  Wortze l  might  have  par t ied  a  lo t  when he  was  a  
chi ld ,  and he  s t i l l  has  a  b i t  of  a  reputa t ion .   He 's  now the  most  
educated  of  a l l  of  us  and has  a  Ph.D.  and is  ac tual ly  an  exper t  on  
China  and a  number  of  o ther  th ings .  
 Darryl ,  I  a lso  rea l ly  wanted  to  ment ion,  of  course ,  tha t  you know 
that  George  Becker ,  the  former  Pres ident  of  the  Stee lworkers ,  was  a  
very  cher ished and valued member  of  th is  Commiss ion.   Our  2006 



 

 

Annual  Repor t  was  dedica ted  to  h im.  
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 He paid  a  lo t  of  a t tent ion  to  the  working condi t ions  and the  
r ights  of  workers  in  o ther  countr ies .   What  you could  te l l  us  about  
what  are  you compet ing agains t  wi th  workers  in  t i re  fac tor ies  in  
China?  
 MR.  JACKSON:  Fi rs t  of  a l l ,  we ' re  deal ing  wi th  the  menta l i ty  
tha t  you go to  work and you do what  you ' re  to ld  to  do .   I ' l l  compare  i t  
a  l i t t le  b i t  to  Smithf ie ld  here  in  Nor th  Carol ina .   They don ' t  have  a  
union there  a t  Smithf ie ld  and somet imes-- the  reason I  know th is  for  a  
fac t ,  not  jus t  media ,  i s  because  we 've  had some workers  to  come f rom 
Smithf ie ld  Packaging that  have  recent ly--we 've  h i red  about  360 
people ,  and they 've  to ld  me some horror  s tor ies- -be  s tanding in  water  
and they say  something to  the i r  supervisor  about  i t ,  and the  supervisor  
wi l l  te l l  them,  hey,  you keep working.   Your  opt ions  are  keep working 
or  qui t  and go home,  whatever  you want  to  do.  
 Same working condi t ions ,  I  th ink,  overseas .   I  th ink a  lo t  of  
t imes  tha t  they ' re  not  moni tored .   They ' re  not  under  the  same type  of  
condi t ions  tha t  we are  here  in  the  Uni ted  Sta tes ,  and I  thank the  Lord 
everyday for  a  union,  and I  constant ly  make th is  point  to  my 
membership .  
 I f  I  owned a  company,  an  American company,  there  would  be  no 
need for  a  union because  I  know how to  t rea t  people .   Unfor tunate ly ,  
today 's  corpora t ions ,  i t ' s  a l l  about  the  dol lars ;  i t ' s  a l l  about  the  one  
more  tenth  of  a  percent ;  i t ' s  a l l  about  what  Wal l  S t ree t  says .   And i t  
should  never  be  about  what  Wal l  S t ree t  says .  
 I t  should  a lways  be  about  the  workers ;  i t  should  a lways  be  about  
be ing fa i r  and t rea t  people  fa i r ly .   That  i s  the  problem that  we ' re  
having today,  i s  tha t  we ' re  compet ing in  America  where  we t ry  to  t rea t  
people  as  human beings ,  whereas  in  o ther  countr ies ,  they don ' t  t rea t  
the i r  people  wi th  respect  and digni ty .   They t rea t  them wi th  anything 
less  than you and I  would  ca l l  unacceptable  behaviors .  
 Therefore  i t ' s  very  hard  to  compare  Uni ted  Sta tes  versus  o ther  
countr ies  because  we 're  jus t  on  to ta l  d i f ferent ,  in  every  aspect .   The 
brother  ment ioned ear l ier  as  far  as ,  even environmenta l ly .   We have so  
many res t ra in ts  tha t  a re  put  on  corpora t ions  today,  you can ' t  mess  wi th  
the  redpecker .   You can ' t  do  anything.   You can ' t  touch th is  t ree  here ,  
and overseas  they don ' t  have  to  compete  wi th  tha t  type  of  th ing.   And 
so  i t ' s  very  d i f f icul t  for  the  American,  even as  a  corpora t ion ,  i t ' s  hard ,  
i t ' s  very  unfa i r  for  them to  have  to  compete  in  the  market  overseas .  
 HEARING COCHAIR FIEDLER:  Harr is .  
 MR.  RAYNOR:  Again ,  the  answer  to  tha t  i s  not  to  say  le t ' s  
b lame the  woodpeckers .   The answer  to  tha t  i s  to  say  le t ' s  ge t  the  res t  
of  the  wor ld  to  s top  pol lu t ing  the  a i r  and the  water ,  and we 've  jus t  
seen a l l  th is  s tuf f  of  the  lead-based paint  and everything e lse  tha t  came 



 

 

in  f rom China ,  and the  pet  food contaminat ion  and a l l  tha t ,  tha t  says ,  
hey,  we should  be  us ing th is  to  br ing everybody e lse  up to  these  
s tandards ,  not  le t  s ink  to  the  lowest  common denominator .  
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 So  I  th ink tha t  there  are ,  there  are  a  lo t  of  th ings  tha t  we can do,  
and I  th ink our  members  wi l l  do  a  t remendous  amount  of  th ings  when 
they ' re  asked.   They do very ,  very  l i t t le  when they ' re  to ld .  
 I  th ink one  of  the  th ings  tha t  has  to  happen,  and one of  the  
reasons  tha t  I  love  having unions ,  i s  because  when people  are  
represented ,  they have a  r ight ,  they have a  r ight  to  say  no.   
 Unfor tunate ly  I  have  s tor ies  of  th ings  tha t  don ' t  work,  but  a t  the  
las t  P i l lowtex negot ia t ion  before  the  bankruptcy,  the  company came to  
us  and they sa id  we cannot  g ive  a  ra ise .   We 're  in  b ig  t rouble ,  and 
we 're  negot ia t ing .   We had jus t  organized th is  company a  few years  
ago.   We were  bragging about  the  b igges t  e lec t ion  of  a  text i le  indust ry  
in  the  South  s ince  J .P .  S tevens ,  b igger  than Stevens  ac tual ly .  
 And the  company came to  us  and they sa id  we can ' t  g ive  a  ra ise ,  
and I  sa id ,  look,  I 've  got  an  80 person negot ia t ing  commit tee  tha t ' s  
here ,  you ' re  going to  have to  convince  them i f  you can ' t  g ive  a  ra ise  
tha t  there  i s  hope for  th is  company and there 's  a  reason to  do th ings .   
And I  asked the  pres ident  of  the  company to  come to  negot ia t ions ,  to  
lay  out  h is  bus iness  p lan  tha t  sa id  th is  i s  how I  th ink I  can  save  th is  
company.   He was  a  guy named Mike Gannaway.   He was  a  very  decent  
man.  
 He came,  he  la id  out  tha t  p lan;  i t  was  a  cogent  p lan .   I t  d idn ' t  
work,  par t ly  because  of  Wal-Mart ,  and par t ly  because  of  China  coming 
in to  the  WTO in  2005.   He la id  out  tha t  p lan  and he  got  those  workers  
convinced that  i t  wasn ' t  a  sure  th ing,  but  i f  we had a  wage f reeze ,  we 
would  g ive  i t  a  shot ,  and the  company met  us  hal fway.   And they 
agreed when we sa id  you’re  going to  f reeze  wages ,  then you can ' t  ra ise  
what  we pay for  benef i t s .  
 And so  a l l  r ight ,  they f roze  the  insurance  por t ion  and they took 
the  r i sk  there ;  we f roze  wages  for  three  years .   At  the  end of  tha t  
meet ing ,  i t  was  rea l ly  amazing to  me,  my ent i re  negot ia t ing  commit tee ,  
i t  was  a l l  workers  f rom the  p lant - - these  are  not  pa id  union off ic ia ls - -
got  up  and s tood up to  a  person,  to  a  man and a  woman,  and applauded 
a  negot ia t ion  where  they had jus t  f rozen wages  for  three  years ,  and the  
head of  the  company 's  negot ia t ing  commit tee  came to  me and he  had 
tears  in  h is  eyes .   He sa id  I  can ' t  be l ieve  what  good people  these  are .  
 One of  the  workers  came up to  us  and sa id  no pres ident  of  the  
company ever  asked me for  my help  before ;  of  course  I ' l l  g ive  i t  to  
h im;  of  course  I  want  to  save  my job.   I  jus t  want  to  be l ieve  tha t  th is  
guy has  a  p lan  tha t  goes  beyond screwing me.  
 I t  doesn ' t  take  much to  t rea t  people  wi th  respect .   I t ' s  usual ly  
pre t ty  f ree  as  far  as  I  can  te l l .  



 

 

 HEARING COCHAIR FIEDLER:  Commiss ioner  Wessel ,  you had 
a  ques t ion .  
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 COMMISSIONER WESSEL:   No.  
 HEARING COCHAIR FIEDLER:  I  ta lked in  the  ear l ie r  panel  
about  words ,  and see  i f  I 'm off  here  or  not .   You of ten  get  ca l led  
protec t ionis t  because  you ' re  t ry ing to  protec t  jobs .   Someone who 's  
t ry ing to  protec t  the i r  in te l lec tual  proper ty  doesn ' t  seem to  be  a  
protec t ionis t  even though i t ' s  in ternat ional  proper ty  protec t ion .  
 Free  t rade  has  a lways  s t ruck me as  an  easy  concept .   You se l l  us  
what  you make and we ' l l  se l l  you what  we make doesn ' t  take  a  lo t  of  
lengthy documenta t ion  to  come up wi th  i t .   Compl ica ted  t rade  
agreements  seem to  me to  be  less  than f ree ,  and so  you were  ear l ier  
ta lk ing about  the  debate ,  the  j ingoism that  goes  on here .   There  seems 
to  be  very  l i t t le  concern  for  the  meaning of  ac tual  words .  
 Al l  r ight .   And so  Trade  Adjus tment  Ass is tance--bur ia l  
insurance ,  as  you put  i t .   These  words  have di f ferent  meanings ,  and I  
th ink in  our  debates ,  we have to  ac tual ly  th ink whether  these  words  
mean what  they are  connota t ive ly  in tended to  mean.  And I  th ink you 've  
done a  grea t  deal  today in  terms of  ta lk ing about  the  human impact  of  
th is  and,  yes ,  we 've  heard  lo ts  of  s ta t i s t ics ,  but  in  fac t ,  the  human 
impact  i s  not  ye t  fu l ly  descr ibed,  and I  want  to  thank you guys  for  
going a  long way to  doing that .  
 Thank you.  
 MR.  RAYNOR:  I  apprecia te  i t .  
 CHAIRMAN BARTHOLOMEW:  Thank you,  gent lemen,  for  
appear ing before  us  today.   The Commiss ion is  going to  take  a  shor t  
lunch break .   Many of  the  people  in  the  audience  are  aware  tha t  
there 's  a  n ice  cafe ter ia  in  the  bui ld ing to  the  r ight  as  you walk  out  of  
the  main  ent rance ,  and we hope tha t  everybody wi l l  be  able  to  re turn  
and jo in  us  again  for  th is  af ternoon 's  sess ion tha t  wi l l  begin  a t  1 :15.   
Thank you.  
 [Whereupon,  a t  12:35 p .m. ,  the  Commiss ion recessed,  to  
reconvene a t  1 :20 p .m. ,  th is  same day. ]  
 

PANEL IV:  CASE STUDY OF CHINA’S IMPACT ON THE  
NEW ECONOMY 

 
HEARING COCHAIR HOUSTON:  I f  everyone wi l l  take  thei r  

sea ts ,  we ' l l  ge t  s tar ted .   Welcome back to  the  U.S. -China  Commiss ion 
hear ing here  in  Nor th  Carol ina .   We wi l l  now hear  f rom Michael  Chen,  
Vice  Pres ident  of  Corpora te  Market ing a t  Red Hot- -Red Hat- - red  hot - -
tha t  wouldn ' t  be  so  bad e i ther- -  
 Red Hat  Sof tware  which is  headquar tered  in  the  Research 
Tr iangle  Park .   Mr.  Chen was  ins t rumenta l  in  es tabl ishing Red Hat 's  



 

 

off ices  and opera t ions  in  China  when he  was  Genera l  Manager  of  Red 
Hat  China .  
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 He wi l l  ta lk  about  what  i t  takes  to  be  a  successful  compet i tor  
and expor ter  to  China .   I t  i s  impor tant  to  note  tha t  a l though China  does  
send us  $6 of  expor ts  for  each dol lar  tha t  goes  out  of  the  Uni ted  
Sta tes ,  t rade  wi th  China  i s  not  jus t  a  one-way s t ree t .    
 Mr .  Chen is  wel l -known in  Rale igh-Durham-Chapel  Hi l l  a rea .   
He received his  MBA from UNC, a  master ' s  degree  in  computer  
engineer ing f rom N.C.  Sta te  and a  bachelor 's  f rom Nanj ing Univers i ty .  
 Mr.  Chen wi l l  provide  us  wi th  Red Hat 's  case  s tudy on China 's  
impact  on  the  new economy,  or  perhaps  what  many would  consider  
making lemonade f rom impor ted  lemons.   Mr.  Chen.  

 
STATEMENT OF MR. MICHAEL CHEN 

VICE PRESIDENT OF CORPORATE MARKETING, RED HAT 
SOFTWARE, INC. ,  RALEIGH, NORTH CAROLINA 

  
 MR.  CHEN:  Thank you,  Kerr i .   Thank you,  everybody,  for  your  
t ime.   I  th ink i t ' s  a  grea t  oppor tuni ty  for  me to  s i t  here  and share  wi th  
you some s tor ies ,  and whether  you def ine  tha t  as  a  good or  bad,  
lessons  were  learned f rom China .   So I  th ink a  l i t t le  more  background 
about  Red Hat .  
 Red Hat  i s  Nor th  Carol ina  Rale igh based sof tware  company.   
We're  the  number  one  open source  sof tware  provider  in  the  wor ld .   
Today we have 70 percent  of  the  Linux sof tware  market  share  around 
the  wor ld ,  and we are  current ly  opera t ing  in  58 countr ies ,  but  our  
product  and services  are  provided in  117 countr ies  around the  wor ld .  
 I t ' s  a  company that ' s  growing very  fas t  as  wel l ,  the  fas tes t  
growing sof tware  company in  the  country ,  and r ight  now we have about  
2 ,000 people  wor ldwide.   Las t  year ,  our  revenue is  $400 mi l l ion  and 
we 're  growing a t  40  p lus  percent  on  an  annual  bas is .  
 I  jo ined Red Hat  about  four  years  ago in  2003.   When I  jo ined 
Red Hat  we had about  600 people .   So ta lk  about  g lobal iza t ion ,  I  th ink 
g lobal iza t ion  i s  something tha t ' s  inevi table .   When I  jo ined Red Hat ,  
Red Hat ,  our  CEO and current  CEO as  wel l ,  Mat thew Szul ik ,  has  a  
very  s t rong opinion tha t  we have to  have 60 percent  of  our  revenue 
coming f rom outs ide  of  the  Uni ted  Sta tes .  
 I t ' s  a  very  bold  s ta tement  where  I  th ink the  ent i re  company has  
been ra l ly ing around.   Today we are  a t  about  50  percent ,  somewhere  
between 40 to  50 percent  coming f rom worldwide ,  Asia-Paci f ic ,  India ,  
and Lat in  America .  
 There  are  three  key points  where  I  want  to  ta lk  about  in  Nor th  
Carol ina  and China .   I  th ink the  f i rs t  one  i s  g lobal iza t ion ,  l ike  I  
ment ioned,  i s  inevi table .   No mat ter  i f  you l ike  i t  or  not ,  i t ' s  here .  



 

 

Ins tead of  having some kind of  a  defense  s t ra tegy,  I  th ink jus t  face  i t  
and s tar t ing  to  th ink about  what 's  the  r ight  bus iness  s t ra tegy and 
global  s t ra tegy to  go af terwards .   That ' s  my point  number  one .  
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 Number  two,  i f  you look a t  China  speci f ica l ly ,  th is  i s  a  country  
which has  a  s ix th  of  the  popula t ion  around the  wor ld .   When China  
gradual ly  opened up-- I  was  born  and ra ised  in  China ,  by  the  way.   I  
grew up in  a  p lace  where  we had no bathroom in  our  house ,  no  
ref r igera tors ,  no  TV,  te levis ion,  in  my house .   The ent i re  country  was  
in  to ta l ly  d i f ferent  shape,  but  today i f  we look a t  China ,  everybody is  
dr iv ing a  Ford ,  a  GM, I  th ink r ight  now GM is  a  very  popular .   Buick 
is  a  very  popular  brand in  China .  
 And they ' re  running on Goodyear  t i res .   Everybody is  dr inking 
Coca-Cola .   I f  you go to  Bei j ing  you can see  hundreds  of  McDonalds .   
I  th ink tha t ' s  my second point ,  i s  tha t  when China  grew and China  
became an economic  superpower ,  i t  genera ted  a  lo t  of  demands .  
 There 's  a  d i f ference  between China  and India .   China  i s  a  very  
cent ra l ized control led  country .   So i f  you look a t  the  pol icy  of  China ,  
they have  a  very  s t rong cent ra l  government  tha t  cont ro ls  the  tax  
dol lars .  What  the  cent ra l  government  can  do essent ia l ly  i s  take  the  
taxes  and s tar t ing  to  spend a  lo t  of  th is  money in to  the  infras t ructure .  
  China  today has  the  second- longes t  in  te rms of  the  mi leage  
h ighway sys tem in  the  wor ld ,  jus t  a f ter  the  Uni ted  Sta tes .   The por t  
sys tem,  e lec t ronic  sys tem--everything infras t ructure-wise  i s  in  pre t ty ,  
in  very  good shape.  
 That  genera ted  a  lo t  of  in ternal  demand.   And that  demand is  a  
very  a t t rac t ive  marketplace  for  a  lot  of  g lobal  p layers  inc luding a  lo t  
of  Nor th  Carol ina  companies  such as  Red Hat .   That ' s  my second point .  
 So  China  i s  a  p lace  where  there 's  a  lo t  of  in ternal  and domest ic  
demands  tha t  a re  wai t ing  for  good services ,  ge t  products  to  tap  in to .  
 My th i rd  point ,  i s  essent ia l ly  for  a  sof tware  company l ike  us ,  we 
use  a  development  model  we ca l l  open source  development  model .   
Open source ,  unl ike  the  propr ie tary  sof tware  such as  Microsof t ,  where  
you have 40,  50 ,000 people  s i t t ing  in  one  room in  one  company and 
develop sof tware  in  tha t  way,  Red Hat  we have anyone of  our  
compet i tors  i s  about  30  t imes  of  my s ize .  
 Essent ia l ly  my R&D team today is  very  smal l ,  but  how come we 
can have the  same qual i ty  products  as  many other  companies?   That ' s  
because  we 're  us ing a  communi ty .   So i t ' s  not  only  Red Hat  but  a lso  
the  In te l ,  the  IBM, the  AMD, a l l  the  companies  g lobal -wide ,  NEC,  
NTT in  Japan as  wel l .   They contr ibute  in to  th is  communi ty  and where  
we col labora te  and where  we produce  and we chal lenge each other  so  
we can get  the  innovat ion fas ter .   We can get  the  qual i ty  bet ter .  
 That ' s  how we develop our  sof tware .   Essent ia l ly  i f  you look a t  
tha t  development  model ,  there 's  no  boundar ies .   I t ' s  not  a  U.S.  



 

 

control led  communi ty .   I t ' s  not  a  Japan contro l led  communi ty .  I t ' s  a  
wor ldwide communi ty .  
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 Taking tha t  as  an  assumpt ion,  we have to  th ink about  what 's  the  
supply  chain  for  open source  and how can we tap  in to  the  g lobal  
communi t ies  wor ldwide .   We found that  China  has  the  bes t  engineers .   
I t ' s  one  of  the  p laces  in  the  wor ld  tha t  they have  the  bes t  engineers  and 
the  very  d isc ip l ined working phi losophy where  we current ly  I  th ink 
we 're  growing our  R&D team in  China  a t  a  very  fas t  pace .  
 Look a t  the  supply  chain ,  look a t  the  ecosys tem and f ind  a  p lace  
where  you can leverage  the  s t rengths  of  Chinese  economy and Chinese  
ta lent .   I  th ink tha t ' s  my th i rd  point .  
 Red Hat  has  done a  very  good job in  terms of  enter ing in to  China  
and have a  very  s t rong s t ra tegy on g lobal iza t ion  and i t ' s  s tar ted  to  
bui ld  our  capaci ty  and our  compet i t ive  advantage  by leveraging 
Chinese  communi ty  and tapping in to  Chinese  marketplace .  
 With  tha t ,  I 'm going to  c lose  my s ta tement  and wai t  for  any 
ques t ions  you may have.  
 

Panel  IV:   Discuss ion,  Quest ions  and Answers  
 

 HEARING COCHAIR HOUSTON:  Okay.   Great .   When we were  
las t  in  China  in  Apr i l ,  we went  to  Dal ian  which is  bui ld ing a  huge 
por t .   There  was  an  enormous sof tware  park  there ,  which was  
somewhat  subs id ized by the  government  as  far  as  land and bui ld ing the  
inf ras t ructure  and those  k inds  of  th ings .  
 Does  Red Hat  have  a  presence  in  those  new sof tware  parks  tha t  
are  popping up a l l  over  China ,  and what  benef i t ,  i f  you look a t  
par t ic ipat ion in  China  for  Red Hat ,  what  d i rec t  benef i t  do  you see  
coming back to  the  U.S.  as  far  as  exchanging of  ideas ,  exchanging of  
personnel ,  those  k inds  of  th ings?    
 The other  ques t ion  would  be  what  about  in te l lec tual  proper ty?   
Do you have any concerns  or  problems wi th  IPR because  of  your  
bus iness  model  tha t  does  or  does  not  apply  to  you?  
 MR.  CHEN:  Thank you,  Kerr i .   I  th ink the  f i rs t  ques t ion  i s  
about  benef i t .   Yes ,  the  Chinese  government ,  I  th ink in  China  today 
f rom what  I  know,  they have 34 sof tware  parks  and a t  leas t  seven to  
e ight  of  them have very  s t rong government  background and very  
s t rongly  subsid ized by the  government .  
 Jus t  take  an  example ,  Suzhou Indust r ia l  Park .   The ent i re  
opera t ion  tax  in  the  park  can be ,  I  th ink they have 15 percent  as  the  
ent i re  tax  you have to  pay versus  outs ide  of  the  park ,  you have to  pay 
normal ly  30 to  40 percent  of  the  tax .   So,  yes ,  they are  us ing th is .   
They are  bui ld ing a  lo t  of  sof tware bui ld ings  where  they give  you the  
f ree  renta l  so  you can s tay  there  for  three  to  four  years .   They a t t rac t  a  



 

 

lo t  of  people  coming f rom overseas  to  s tar t  the i r  own companies  in  
those  parks .  
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 Our  s t ra tegy Red Hat  in  China  i s  not  to  go and take  advantage  of  
a l l  those  pol ic ies .   I  th ink the  bes t  benef i t  we can get  f rom China  i s  
tap  in to  the  communi ty .   We actual ly  formed th is  open source  
innovat ion center  where  we have our  bes t  engineers .   We recrui t  some 
of  the  bes t  ta lent  in  Chinese  Linux communi ty  to  become the  thought-
leader  in  China  where  we 're  s tar t ing  to  connect  the  Chinese  communi ty  
and global  communi ty .  
 For  example ,  on  the  Linux kernel  development ,  r ight  now 
probably  one  of  the  top  two developers  in  the  wor ld ,  one  i s  in  the  U.S. ,  
one  i s  in  the  UK,  and then we were  able  to  h i re  the  th i rd  one  in  China  
based in  Bei j ing ,  working hand- in-hand wi th  the  o ther  exper ts  in  the  
wor ld  and to  develop a  kernel -based Linux kernel .  
 I  th ink tha t ' s  how we can get  the  benef i t  f rom China .   I  th ink 
because  of  the  bus iness  model  i s  so  d i f ferent ,  tha t  we are  t ry ing to  
focus  on the  in te l lec tual  proper ty  s ide  so  the  ta lent ,  the  people  and the  
ski l l  se t  of  Chinese  communi ty .  
 Coming back to  the  in te l lec tual  proper ty ,  I  th ink Red Hat  unl ike  
the  propr ie tary  sof tware  company where  they have a  very  s t rong patent  
in  the  IP  depar tment  to  protec t ,  tha t ' s  the  way they ' re  t ry ing to  hold  on 
to  the i r  compet i t ive  advantage .   Whereas ,  in  Red Hat ,  we fo l low a  
l icens ing model  we ca l l  GPL,  which is  genera l  publ ic  l icense .    
 So under  GPL--does  anybody have any background on GPL?   
 HEARING COCHAIR FIEDLER:  No.   P lease  g ive  i t  to  us .  
 MR.  CHEN:  Very s imple  ru le .   There  are  three  th ings  tha t  you 
have to  do.   You can f ree ly  download.   You can f ree ly  redis t r ibute .  
You can f ree ly  use  the  sof tware  tha t ' s  under  GPL l icense .   But  there 's  
only  one  condi t ion .   So whatever  change you make in  the  sof tware ,  you 
have to  put  i t  back in to  the  communi ty .  
 That  crea tes ,  l ike  I  ment ioned before ,  the  open source  
development  model .   You can take  this  core ,  take  th is  Linux kernel  and 
s tar t  to  do th ings  in  your  own way and put  your  change,  and put  your  
updates  back to  the  communi ty  so  everybody can share .  
 With  tha t  model ,  we are  not  so  concerned about  the  IP  i ssue  in  
China .   I  th ink the  bes t  th ing tha t  we can leverage  in  China  i s  ac tual ly  
to  leverage  the i r  ta lent ,  to  bui ld  a  g lobal  communi ty ,  where  we can 
innovate  fas ter ,  we can bui ld  bet ter  qual i ty  sof tware .   So on the  IP  
i ssue ,  I  th ink we don ' t  have  such a  b ig  i ssue  as  many other  companies .  
 HEARING COCHAIR HOUSTON:  Thank you very  much for  your  
answer .   Commiss ioner  Wessel .  
 COMMISSIONER WESSEL:   Thank you for  being here ,  and I  
apologize  for  asking a  couple  of  na ive  ques t ions  to  unders tand the  GPL 
and the  Linux sys tem,  e t  ce tera .  



 

 

 Am I  r ight  in  unders tanding your  opera t ion  as  somewhat  of  a  
c lear inghouse  for  Linux developers?   You sa id  tha t  i t ' s  f ree ly  
avai lable ,  f ree ly  downloadable .   I t ' s  a  communi ty  opera t ion .   What 's  
your  revenue based on i f  anyone can download i t  for  f ree  and develop 
i t?   Are  you the  c lear inghouse  for  people  coming back and saying 
here 's  a  change tha t  needs  to  be  done?   That  your  company evaluates  i t  
quicker  and redis t r ibutes  i t  and people  pay for  tha t  d is t r ibut ion?   How 
does ,  what 's  the  revenue model  tha t  you ' re  opera t ing  on?  
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 MR.  CHEN:  About  e ight  years  ago,  a  group of  execs  went  to  
Virginia  and went  to  k ind of  an  outdoor  ac t iv i ty .   They ran  in to  th is  
gent leman in  Virgin ia  and bas ica l ly  asked the  same ques t ion .  
 What  do you guys  do?   They sa id  we se l l  f ree  sof tware .   I  sa id ,  
wel l ,  tha t ' s  hard .   So the  bus iness  model ,  I  th ink,  essent ia l ly  i f  you 
look a t  the  sof tware  bus iness ,  the  knowledge is  supposed to  be  open;  
r ight .   I f  you look a t  a l l  the  poems,  a l l  the  grea t  a r t ic les  f rom 
genera t ion  and genera t ions  before ,  those  are  the  knowledge tha t  the  
ent i re  human beings  can share .  
 Today,  the  sof tware  i s  the  same th ing.   I f  you look a t  cer ta in  
programs,  the  way you put  i t  together ,  the  way you put  a l l  the  cer ta in  
funct ions  together ,  I  th ink i t ' s  common across  the  board .   So the  value  
of  holding on to  sof tware  and se l l  tha t  as  a  product  i s  decreas ing.    
 However ,  the  rea l  va lue  comes f rom the  maintenance  and the  
service  and the  ongoing suppor t  of  tha t  sof tware .   I  th ink in  recent  
years ,  you’ve  heard  th is  te rm "sof tware  as  a  service ."   That ' s  where  I  
th ink we rea l ly  g ive  the  power  back to  the  cus tomers  and le t  them 
decide  how they should  pay for  the  sof tware .  
 I f  you look a t  the  cos t  for  producing the  sof tware ,  i t ' s  bas ica l ly ,  
I  th ink the  in i t ia l  cos t ,  the  f ixed cos t  i s  b ig ,  but  the  incrementa l  
var iable  cos t  i s  a lmost  to  zero;  r ight .   But  i f  you look a t  the  use  and 
a lso  the  deployment  and implementa t ion  s ide  of  the  sof tware  usage ,  I  
th ink there  i s  a  lo t  of  inves tment  in  there .  
 I f  I 'm a  company who is  running mul t i -mi l l ion  dol lar  in  
opera t ion  on a  core  sys tem,  I  don ' t  want  th is  sys tem to  go down.   I f  
there  are  any issues ,  I  want  tha t  to  be  f ixed as  soon as  poss ib le .  
 I f  there  i s  any secur i ty  i ssues ,  I  want  the  updates  and the  
secur i ty  bug f ixed immedia te ly ,  ins tant  on  t ime.   Those  are  the  values ,  
and whenever  there 's  a  va lue ,  there 's  a  need,  and for  bus iness  people ,  
tha t ' s  where  you should  focus  on to  produce  your  value ,  to  help  the  
cus tomer  to  recognize  tha t .  
 COMMISSIONER WESSEL:   So should  I  be  looking a t  your  
product  more  as  a  service  than as  a  sof tware?   Going back to  the  
ear l ier  ques t ions  and the  ques t ion  of  IP ,  you want  to  have Linux,  Red 
Hat  Linux dis t r ibuted  as  broadly  as  poss ib le  so  tha t  you can provide  
the  service  i f  a  company wants  to  protec t  i t s  core  opera t ions ,  ge t  any 



 

 

kind of  suppor t  they need?   Is  tha t?  
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 MR.  CHEN:  In  a  nutshel l ,  yes .   But  we are  se l l ing  th is  as  a  
subscr ip t ion .  
 COMMISSIONER WESSEL:   Okay.  
 MR.  CHEN:  Think about  a  magazine .   When you pay $3.95 for  
the  Time magazine ,  you are  not  buying the  media ;  r ight?   You 're  not  
buying for  the  paper .   You 're  buying for  the  content ,  you ' re  buying for  
the  brand and you 're  buying for  the  services  you get  f rom that .  
 This  i s  t rue  for  Red Hat .   So i t ' s  not  only  a  box where  you go 
back and a  regis t ra t ion  number ;  tha t ' s  the  money.   I  th ink the  money is  
the  unl imi ted  phone suppor t ,  1-800-Go-To-Red Hat ,  unl imi ted  suppor t .  
 Unl imi ted  updates  on whatever  the  new updates  come out  but  f ix  
ins tantaneously  push to  your  machine .   So we package a l l  those  
together .   We ca l l  i t  an  annual  subscr ip t ion .   You can buy i t  for  one  
year ,  two year ,  or  mul t i -years ,  and tha t ' s  essent ia l ly  our  bus iness  
model .  
 COMMISSIONER WESSEL:   So the  semant ic  or  one  of  the  o ther  
v i rus- -a  f ree  v i rus  p la t form,  you ' re  providing the  updates  and the  
service  and suppor t  long term.  
 MR.  CHEN:  Yes .  
 COMMISSIONER WESSEL:   Are  Chinese  companies  compet ing 
wi th  you in  terms of  t ry ing to  provide  service  for  your  product  and is  
tha t  a  v io la t ion  of  any of  your  core  r ights?  
 MR.  CHEN:  I  th ink the  compet i t ion  comes back to  how do you 
want  to  compete?   Yes ,  we do we have compet i tors  in  China .   We have 
a  compet i tor  ca l led  Red Flag .   That ' s  a  funny name,  but  essent ia l ly  
what  they do is ,  remember  GPL,  r ight ,  so  they can take  our  code base  
f ree ly  and take  tha t  and get  r id  of  a l l  the  t rademarks  tha t  Red Hat  has  
because  that ' s  owned by Red Hat .   So  put  out  a l l  the  t rademarks  and 
put  on  a  Red Flag t rademark and say th is  i s  Red Flag Linux.  
 What  they forgot  i s  they thought  th is  i s  a  product -based 
compet i t ion  so  they made th is  and they pushed th is  to  the  market .   
Whenever  a  new box,  a  new update  comes out ,  they cannot  keep up.   
They jus t  cannot  ge t  the  ins tant  service  to  the  cus tomers .  
 That ' s  how we win tha t .   They forgot  tha t  the  compet i t ion  i s  not  
only  about  product  but  a lso  about  the  bus iness  model .  
 COMMISSIONER WESSEL:   But  you sa id ,  and I  apologize ,  jus t  
to  go  over  i t  once--  
 DR.  GEREFFI:   That ' s  okay.   We have t ime.  
 COMMISSIONER WESSEL:   I f  you sa id  that  the  communi ty  
developed some of  the  updates  and they ' re  f ree ly  avai lable ,  I  assume,  
through chats  and the  communi ty  rooms and a l l  the  var ious  o ther  
th ings ,  can  they not  supply  the  s imi lar  updates  to  what  you ' re  doing or  
are  you a lso  doing a  lo t  of  in ternal  development?  



 

 

 MR.  CHEN:  Theoret ica l ly  they can,  but  I  th ink the  development  
i s  one  th ing,  and a lso  the  qual i ty  contro l ,  the  cer t i f ica t ion  wi th  
thousands  of  hardware  and sof tware  vendors .   Those  are  some of  the  
value  tha t  Red Hat  can provide  wi th our  brand name,  wi th  our  g lobal  
appearance  we have the  bes t  ecosys tem in  the  wor ld .  
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 As  I  sa id ,  i t ' s  not  only  about  a  box of  product ,  i t ' s  the  ent i re  
supply  chain ,  ent i re  ecosys tem.   I t  comes back to  what  I  sa id  ear l ier .   
I f  you th ink about  Nor th  Carol ina  and China ,  and now I  heard  a  lo t  of  
people  ta lk  about  tha t  China  took away because  the i r  labor  i s  cheap,  
the  pr ice  i s  cheap,  but  for  example ,  i f  we rea l ly  look a t  indust ry ,  look 
a t  ecosys tem of  the  indust ry ,  I  remember  I  read  an  ar t ic le  e i ther  in  
Business  Week or  Time ta lk  about  the  ent i re  supply  chain  of  a  c lo th ing 
company.  
 For  example ,  i f  the  re ta i l  pr ice  i s  US$100,  I  th ink a  lo t  of  the  
value  i s  recognized by the  brand,  by  the  des ign,  and by the  d is t r ibut ion  
of  these  c lo thes ,  and the  manufactur ing par t  of  i t ,  i t ' s  very  minimum.  
So I  th ink i f  you look a t  the  ent i re  ecosys tem,  as  a  bus iness  leader ,  
you have to  th ink where  should  I  put  my effor t  and inves t  my energy 
so  I  can  get  the  bes t  re turn?  
 I  th ink tha t ' s  a  d i f ferent  argument .   I t ' s  pure ly  bus iness  focused.  
 I f  you have any in teres t ,  I 'd  love  to  explore  tha t  fur ther  of f  l ine .  
 HEARING COCHAIR HOUSTON:  Thank you very  much.   This  
i s  a  grea t  learning curve  for  us .   Commiss ioner  Fiedler .  
 HEARING COCHAIR FIEDLER:  I  want  to  explore  the  
in te l lec tual  proper ty  ques t ion  again .   So do you have any proper ty  tha t  
you consider  to  be  in te l lec tual  proper ty?  
 MR.  CHEN:  I  do .   For  example ,  there  i s  some company,  so  our  
l icens ing agreement ,  our  subscr ip t ion  agreement  bas ica l ly  says  for  
each server  tha t  you use  our  opera t ing  sys tem,  you have to  purchase  
one  subscr ip t ion .    
 We have cus tomers  who,  le t ' s  say ,  buy one--  
 HEARING COCHAIR FIEDLER:  And load i t  ten .  
 MR.  CHEN:  And load i t  up  on hundreds  of  machines .   I  th ink 
there  are  two s t ra tegies  we took.   One is  I 'm a  s t rong bel iever  tha t  i f  I  
cannot  provide  value  to  the  cus tomers ,  there  i s  no  reason why I  should  
get  the  money f rom them.  
 So of tent imes  i t ' s  not  tha t  they want  to  do  tha t ;  i t ' s  they don ' t  
fu l ly  unders tand what  the  service  and suppor t  we can provide  to  them.  
 We have  one  of  these  cus tomers  in Shenzhou in  China--when we rea l ly  
approached them and showed our  technical  exper t i se ,  they are  
overwhelmed by our  capabi l i ty  to  help  them to  solve  the  problem.    
 This  one  case ,  the i r  ent i re  da ta ,  I  th ink tha t ' s  the i r  ac t ive  media  
data  got  de le ted  in  an  accident ,  14  t igabytes  [ terabytes?]  of  da ta  got  
de le ted ,  and we took about  24 hours  to  recover  90  percent  of  tha t  da ta  



 

 

for  them,  and 48 hours  to  recover  everything,  and af ter  tha t  acc ident ,  
the  cus tomer  to ta l ly  turned around and sa id  th is  i s  your  value .   This  i s  
how much I  ins ta l led  las t  year ;  th is  i s  how much I  should  pay you.  
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 So  tha t ' s  one  s t ra tegy which is  rea l ly  to  unders tand what  the i r  
needs  are  to  provide  our  value  and to  show our  value .  
 The second s t ra tegy is  ac tual ly  s t i l l  working wi th  the  Chinese  
government .   I  th ink the  Chinese  government  has  put  in  a  lo t  of  
pressure  to  focus  on the  IP  i ssue .   I  th ink the  overa l l  s i tua t ion  i s  
improving.   So we are  working wi th  the  Chinese  government  bodies  
and to  lead  them to  unders tand what  a  subscr ip t ion  model  i s  and what  
our  economic  model  i s .  
 I  th ink we 've  done a  good job in  terms of  educat ing the  
government  so  tha t  they can s tar t  to  have  some pol ic ies  to  suppor t  our  
bus iness  model  as  wel l .  
 HEARING COCHAIR FIEDLER:  Do you have Chinese  
government  cus tomers?  
 MR.  CHEN:  Yes ,  we do.  
 HEARING COCHAIR FIEDLER:  Do you mind te l l ing  us  which 
minis t r ies  or  what  areas  of  the  government  i s  us ing open source?  
 MR.  CHEN:  I  th ink we had ta lked about  the  government  
cus tomers .   They have two major  camps.   One is  the  s ta te-owned 
enterpr ises ,  and these  are  the  groups ,  for  example ,  the  Bank of  China ,  
China  Const ruct ion Bank,  China  Telecom,  China  Mobi le .   These  are  
more  of  an  enterpr ise  type ,  even though they are  owned by the  
government ,  but  they ac t  l ike  Western  companies .  
 These  companies  are  pre t ty  much the  same.   They want  indust ry  
exper t i se ;  they want  bes t  technology.   We have a  lo t  of  cus tomers  l ike  
th is .  
 There 's  another  camp which is  pure ly  government  agencies .   For  
example ,  Minis t ry  of  Finance ,  Minis t ry  of  Quarant ine  Control .   The 
Minis t ry  of  Finance  has  the i r  ent i re  analyt ica l  sys tem and high 
performance comput ing environment  running on Red Hat .   I  th ink 
tha t ' s  another  area  where  they focus  more  on the  capabi l i ty ,  on  the  bes t  
technology,  versus  where  does  th is  sof tware  come f rom.  
 Essent ia l ly  what  we want  to  pos i t ion  in  China  i s  open source  
doesn ' t  have  a  boundary .   I t ' s  not  a  U.S.  open source;  i t ' s  not  a  UK 
open source .   I t ' s  the  ent i re  wor ld 's  open source .  
 The value  comes f rom the  service  and suppor t  we can provide  a t  
the  end user  tha t  way.  
 HEARING COCHAIR FIEDLER:  Thank you.  
 HEARING COCHAIR HOUSTON:  Mr .  Chen,  you 'd  be  in teres ted  
to  know,  two years  ago,  we want  to  v is i t  MOFCOM, and they to ld  us  
there  was  no ac tual  IPR viola t ions  in  China ,  zero ,  none whatsoever .   
We should  a l l  go  home and not  worry  about  i t ,  and then th is  year ,  they 



 

 

found out  tha t  there  ac tual ly  were .  They admit ted  tha t  there  were  IPR 
viola t ions  and they were  working on f ix ing them.  
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 So  perhaps  somewhere  between two years  ago and th is  year ,  they 
found the  value  of  Red Hat .   Maybe that ' s  why they decided they 
shouldn ' t  use  p i ra ted  sof tware  anymore  themselves .   I  don ' t  know.  
 Commiss ioner  Bar tholomew.  
 CHAIRMAN BARTHOLOMEW:  Thanks  very  much.   Thank you,  
Mr.  Chen.   This  i s  very  in teres t ing ,  and par ts  of  i t  a re  very  d i f f icul t  to  
comprehend-- the  workings  of  the  v i r tua l  wor ld .   I  shared 
Commiss ioner  Wessel ' s  ques t ion ,  but  I  would  have asked i t  in  a  much 
more  s imple  and di rec t  way,  which is  how do you make money?   But  i t  
sounds  l ike  i t ' s  through the  subscr ip t ion  fees .  
 I  l ived in  San Francisco  dur ing the  dot .com boom and was  there  
for  the  dot .com bust .   So I  f ind  mysel f  s t i l l  somet imes  t ry ing to  rea l ly  
unders tand what  these  products  are .   But  I  have  a  d i f ferent  ques t ion  
for  you.   
 You ment ioned both  tha t  open source  doesn ' t  have  a  boundary  
and you ment ioned the  impor tance  of  connect ing the  Chinese  
communi ty  and the  g lobal  communi ty .   There  are  a  number  of  people  in  
the  Chinese  government  who are  in teres ted  in  not  see ing tha t  happen in  
terms of  control l ing  content  of  what 's  going in to  China  and what  
access  to  informat ion people  have .  
 Do you come up agains t  those  i ssues  and i f  so ,  how do you 
handle  them? 
 MR.  CHEN:  You mean the  content  wi th in  the  sof tware?  
 CHAIRMAN BARTHOLOMEW:  The Chinese  government  
t racking of  who is  us ing what  k ind of  da ta ,  In ternet  pol ice ,  l imi ted  
numbers  of  routers  control l ing  informat ion going in  and out  of  China ,  
and sor t  of  contro l  over  access  to  the  f ree  f low of  informat ion,  which 
i s  rea l ly  what  the  promise  of  the  In ternet  i s .  
 MR.  CHEN:  At  an  inf ras t ructure  level ,  a  sof tware  company,  so  
i f  you th ink about  the  IT world ,  we have  the  machine ,  r ight ,  a t  the  
bot tom.   Then you have the  inf ras t ructure  sof tware  opera t ing  sys tem,  
middleware ,  some of  the  database;  and then you have your  
appl ica t ions .   I  th ink today a  lo t  of  tha t  cont ro l  happens  a t  the  
appl ica t ion  level  and a lso  a t  the  Web base-- the  In ternet  content  level .  
 To us ,  i t ' s  less  of  an  i ssue .   But  we do see  in  cer ta in  cases  where  
the  cus tomers ,  they don ' t  want  to  te l l  us  anything about  the i r  
appl ica t ions .   There  was  one  case  we 're  working wi th  Chinese  Army.   I  
th ink a l l  we know is  there 's  a  b ig  order ,  b ig  deployment ;  th is  i s  how 
much the  POS,  and that ' s  i t .   Don ' t  ask  more .    
 So  our  approach going to  a  d i f ferent  country  and doing business  
over  there ,  you a lways  have  s imi lar  i ssues .   Our  approach is  we do 
what  we can the  bes t  and we leverage  our  par tners  to  do tha t .   So we 



 

 

do have a  very  s t rong par tner  ne twork in  China .  
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 We bel ieve  tha t  the  infras t ructure  level ,  the  sof tware  i t se l f ,  l ike  
I  sa id ,  i t ' s  communi ty-based.   I t ' s  commodi t ized .   I t ' s  supposed to  be  
shared worldwide.   However ,  the  rea l  va lue  crea t ion  comes f rom the  
appl ica t ions ,  comes f rom the  top  layer .   So our  approach in  China  and 
our  pos i t ion  in  China  i s  th is  i s  ac tual ly  a  good way,  you know,  the  
open source  and Red Hat  i s  a  good company and good sof tware  to  
enable  Chinese  government  to  bui ld  a  local  sof tware  indust ry  on top of  
th is  infras t ructure  sof tware .  
 And because  our  s tandard  i s  open,  our  in ter face  i s  open,  our  code 
base  i s  open,  you can go and download and see  a l l  the  code of  our  
sof tware ,  i t ' s  less  of  an  i ssue  where  they th ink you might  have  a  back 
door .   You might  have  a  secur i ty  i ssue  in  the  sof tware .   I  th ink tha t ' s  
ac tual ly  our  advantage ,  going in to  a  market  such as  China .  
 CHAIRMAN BARTHOLOMEW:  Can I  ask  a  ques t ion in  a  
s l ight ly  d i f ferent  way?   Are  any of  Red Hat 's  appl ica t ions  increas ing 
the  abi l i ty  of  the  Chinese  government  to  censor  informat ion tha t  i sn ' t  
avai lable  to  Chinese  consumers?  
 MR.  CHEN:  I  th ink r ight  now,  I  don ' t  th ink tha t ' s  d i rec t ly  
re la ted .   So i f  you have to  f ind  a  connect ion,  you would  say  a l l  the  
comput ing power  would  enable  them to  do tha t ;  r ight .   And a l l  the  
comput ing power  consis ts  of  the  CPUs,  the  machines ,  and the  
opera t ing  sys tem.  
 Most  l ike ly  some of  those  opera t ing  sys tems,  there 's  one  or  
maybe ten  or  15  percent  of  tha t  i s  Red Hat .   But  I  don ' t  th ink as  a  
company,  we don ' t  have  the  s t ra tegy to  go and say  th is  i s  the  d i rec t ion  
we want  to  go and th is  i s  how we want  to  handle  our  bus iness .   We're  
focusing on how can we improve the  comput ing power  and how can we 
improve the  performance of  people 's  machines?  
 And many t imes ,  i f  i t ' s  very  government  re la ted  and l ike  I  sa id ,  
i t ' s  mainly  our  Chinese  par tner  to  deal  wi th  the  i ssue;  i t ' s  not  Red Hat .  
 CHAIRMAN BARTHOLOMEW:  Thank you.  
 COMMISSIONER WORTZEL:  You 've  descr ibed your  major  
Chinese  cus tomers .   How about  here  in  the  U.S.?   Do you have a  major  
cus tomer  base  here  in  the  Uni ted  Sta tes?  
 MR.  CHEN:  Yes ,  we do.  
 COMMISSIONER WORTZEL:  I 'd  apprecia te  i t  i f  you 'd  ta lk  a  
l i t t le  about  them and who 's  us ing i t ,  because  i t  seemed as  though i f  
you ' re  doing that  much in  China ,  why be  here?    MR.  CHEN:  The 
U.S.  s t i l l  today is  our  b igges t  marketplace .    
 COMMISSIONER WORTZEL:  Oh.  
 MR.  CHEN:  Right .   I f  you look a t  our  revenue base ,  I  th ink the  
U.S.  today has  Nor th  America  in  to ta l ,  U.S. -Canada,  has  40 percent  
p lus  of  our  to ta l  revenue.   So on the  technica l  s ide ,  I  a lways  bel ieve  



 

 

tha t  U.S.  i s  the  innovator ,  i s  the  leader  around the  wor ld  in  terms of  
crea t ing  technology,  adopt ing technology,  and leveraging technology 
to  crea te  product iv i ty .   There  i s  no  doubt .  
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 In  genera l ,  i f  you look a t  adopt ion cycle  around the  wor ld ,  
Europe is  about  a  year  behind and Asia-Paci f ic  excluding Japan and 
Aust ra l ia ,  I  th ink in  genera l  i s  three  to  four  years  behind,  a t  leas t .  
 As  a  U.S.  based company,  our  g lobal  s t ra tegy is  very  c lear .   We 
do our  innovat ion and a  lo t  of  new tes ts ,  ac tual ly  our  b igges t  cus tomer  
group is  on  Wal l  S t ree t .   Al l  the  Wal l  S t ree t  key inves tment  banks  are  
Red Hat  cus tomers .   When we tap  in to  these  innovators  s tar t ing  to  
have  a  mature  bus iness  model  and mature  bus iness  in  the  suppor t ing  
sys tem,  we are  s tar t ing  to  leverage  th is ,  what  we 've  done,  and s tar t ing  
to  recognize  value  around the  wor ld .   That ' s  pre t ty  much our  
phi losophy in  terms of  g lobal iza t ion .  
 HEARING COCHAIR HOUSTON:  Jus t  a  l i t t le  b i t  of  a  corol lary  
to  what  Chairman Bar tholomew said .   When I  was  in  China  las t  year ,  I  
couldn ' t  check my e-mai l  because  I  work for  a  th ink tank ca l led  
Front iers  of  Freedom.   I  couldn ' t  ge t  the  Web s i te  because  i t  had the  
word "f reedom" in  i t .   So  I  would  only  hope tha t  a l l  tha t  Red Hat  i s  
doing in  China  would  ac tual ly  k ind of  reverse  the  censorship  problem 
at  some point .  
 I  have  jus t  a  rea l ly  very  s imple  ques t ion .  We're  here  in  Nor th  
Carol ina  to  d iscover  the  impact  of  China  in  Nor th  Carol ina ,  winners  
and losers ,  pos i t ive  and negat ive .   Clear ly ,  for  Red Hat ,  tha t  has  been 
a  pos i t ive .   We see  in  many s ta tes ,  Michigan,  for  example ,  Ohio ,  where  
they ' re  s t i l l  b leeding jobs ,  and the  s ta te  i t se l f  hasn ' t  rea l ly  caught  up  
wi th  i t se l f  as  far  as  a  loss  of  i t s  manufactur ing base .  
 I 'm jus t  cur ious  i f  Nor th  Carol ina  was  an  accident  for  Red Hat  or  
d id  you come here  because  of  the  Research Tr iangle?   Was there  
something tha t  the  s ta te  i t se l f  was  doing to  help  Red Hat  tha t  made 
you lodge here?  
 MR.  CHEN:  I  th ink that ' s  a  very in teres t ing  because  when I  ta lk  
about  the  g lobal  i ssues ,  i t  reminds  me why I  came to  Nor th  Carol ina ;  
r ight .   Like  I  sa id ,  i t ' s  the  innovat ion ,  i t ' s  the  idea ,  and I  came here  to  
s tudy.   I  came here  f i rs t  to  N.C.  Sta te  and then came to  th is  lovely  
campus,  got  MBA, because  they have the  bes t  technology,  and they 
have the  bes t  bus iness  educat ion in  the  wor ld .  There 's  no  doubt .  
 I f  you look a t  the  ent i re  economy as  a  supply  chain  or  supply  
network,  there  are  cer ta in  p laces  tha t  Nor th  Carol ina  i s  sh in ing around 
the  wor ld .   So how do you focus  on those  and s tar t  to  crea te  a  
compet i t ive  advantage  based on those  s t rengths?  
 I  th ink given the  pressure  f rom China ,  g iven the  new economy,  
g iven the  g lobal iza t ion ,  i t ' s  the  bus iness  leader ,  i t ' s  the  pol icymakers  
have  to  take  a  s tep  back and rea l ly  th ink through how we can rea l ly  
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 Educat ion in  genera l  in  Nor th  Carol ina  i s  very  good.   That ' s  why 
when we moved back f rom China  to  here ,  once  I  asked my wife ,  I  sa id  
we might  th ink about  another  s ta te  to  l ive ,  and she  bas ica l ly  to ld  me 
no,  your  daughter  i s  ge t t ing  ready for  the  school  age ,  and th is  i s  the  
p lace  we 're  going to  l ive .  
 So I  th ink as  people  who l ive  here  and s tudy here  for  a  long t ime 
and work for  a  company,  local  company here ,  I  do  th ink that  Nor th  
Carol ina  has  grea t  potent ia l .   But  i t ' s  the  responsibi l i ty  of  each 
communi ty  bus iness  and government  leaders  to  rea l ly  have  tha t  
g lobal iza t ion  mind-se t  and s tar t  to  have a  new se t  of  s t ra tegy going 
forward.  
 HEARING COCHAIR HOUSTON:  I  have  one  more  quick  
ques t ion ,  and then I  wi l l  defer  to  our  chai rman.   As  you know,  we 've  
d iscussed your  CEO was  a  good f r iend of  mine  in  col lege ,  and I  jus t  
want  you to  know that  he  was  th inking big  thoughts  even then.   And in  
the  "big  thought  depar tment ,"  you ment ioned that  Red Hat  i s  in  58 
countr ies ,  and so  i s  par t  of  tha t  b ig  thought  process  tha t  you sor t  of  
p iggyback on innovat ions  f rom one country  to  another?   So,  for  
example ,  i f  you ' re  in  China ,  Red Hat  i s  in  China ,  and there  i s  some 
new sof tware  developments ,  do  those  new developments  a lso  move 
throughout  the  wor ld  to  benef i t  Afr ica  or  Europe or  South  America  or  
any other  countr ies?  
 MR.  CHEN:  Yes .   The answer  i s  def in i te ly  pos i t ive .   When we 
bui ld  our  R&D team in  China ,  we have th is  phi losophy of  " in  China ,  
for  China  and by China ."   So I  th ink tha t ' s  a  very  s t rong s ta tement  not  
only  for  the  company but  a lso  for  Chinese  government  tha t  when we 're  
in  China ,  we say  " in  China ,"  tha t ' s  bas ica l ly  go and leverage  the i r  
labor ,  go  and leverage  the i r  sk i l l  se ts .   When we 're  s tar t ing  to  say  "for  
China ,"  tha t ' s  essent ia l ly  you want  to  bui ld  something for  th is  market  
to  sa t i s fy  the i r  domest ic  needs .   And eventual ly  what  you want  to  get  
i s  "by China ,"  i s  something tha t  China  can do the  bes t  a round the  
wor ld  so  the  ent i re  wor ld  can share  f rom that  and can leverage  tha t .  
 Global iza t ion  crea tes  a  very  b ig  chal lenge to  each one of  us ,  
especia l ly  for  the  bus iness  people ,  which i s  i f  you are  the  bes t  in  the  
Uni ted  Sta tes ,  you should  be  the  bes t  in  the  wor ld .   And vice  versa ,  i f  
you are  the  bes t  in  China ,  you ' re  supposed to  be  the  bes t  in  the  wor ld .  
 So suddenly  you have th is  k ind of  very  d i rec t  compet i t ion  around 
the  wor ld .   So I  th ink how to  have a  good business  model ,  how to  have 
a  good se t -up s t ra tegy and have the  bes t  ta lent  around the  wor ld  to  
compete ,  I  th ink,  I  be l ieve  tha t  Red Hat  i s  on  the  r ight  t rack,  and i f  
had a  chance ,  I  would  love  to  share  our  fur ther  exper ience  wi th  the  
audience .  
 HEARING COCHAIR HOUSTON:  Wel l ,  thank you so  much.   We 
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 CHAIRMAN BARTHOLOMEW:  Yes .   Thank you,  Mr.  Chen.   
Again ,  th is  i s  very  in teres t ing  and I  was  going to  ask  why North  
Carol ina ,  but  we got  tha t  answer ,  because  I  wanted to  t ie  us  back in to  
the  theme of  why we 're  here .   But  now you ment ioned " in  China ,  for  
China ,  by  China ."   Does  tha t  hold  a lso ,  " in  the  U.S. ,  for  the  U.S. ,  by  
the  U.S."?  
 MR.  CHEN:  Absolute ly .   I  th ink maybe the  bet ter  s ta tement  i s  
" in  the  wor ld ,  by  the  wor ld  and for  the  wor ld"  because  there  are  no 
longer  boundar ies  be tween countr ies  and hopeful ly  one  day the  ent i re  
wor ld  i s  one  socie ty  where  people  jus t  l ive  together  in  a  harmonious  
socie ty .  
 CHAIRMAN BARTHOLOMEW:  One more  ques t ion.   How many 
employees  do you have in  Nor th  Carol ina  and of  those  employees ,  how 
many of  them are  f rom North  Carol ina  percentage-wise  perhaps  and/or  
educated  here?  
 MR.  CHEN:  I  walk  back to  the  campus,  and when I  jo ined,  I  
sa id  i t ' s  600.   I t ' s  pre t ty  much,  I  would  say  60 percent  of  those  are  
based here .   Today wi th  the  much bigger  pool ,  I  th ink we have two 
bui ld ings  on N.C.  Sta te 's  Centennia l  Campus.   I  would  say  somewhere  
between s ix  to  800,  but  we ' re  growing in  Westford ,  in  the  Boston area .  
 We 're  growing in  Mounta in  View,  in  many other  countr ies .  
 I  th ink the  major i ty  of  the  people  here  went  to  schools  in  th is  
region and i f  I  walk  in to  the  bui ld ing,  I  should  be  very  careful  in  te rms 
of  what  color  of  sh i r t s  I 'm wear ing.   So I  th ink whi te  i s  a lways  the  
r ight  choice .   But  thanks  for  asking.  
 HEARING COCHAIR HOUSTON:  Thank you so  much,  Mr.  
Chen.  
 CHAIRMAN BARTHOLOMEW:  Thank you.   Thanks .  
 HEARING COCHAIR HOUSTON:  This  has  been very  
enl ightening and we rea l ly  apprecia te  your  being wi th  us  th is  
af ternoon.  
 HEARING COCHAIR FIEDLER:  Thank you very  much.  
 MR.  CHEN:  Thanks  for  your  t ime.   Thanks  for  shar ing.  
 

PANEL V:  HOW EXISTING REMEDIES TO UNFAIR TRADE 
HAVE PERFORMED IN NORTH CAROLINA:  THE BEDROOM 

FURNITURE INDUSTRY AND THE TEXTILE INDUSTRY 
 

 HEARING COCHAIR FIEDLER:  Thank you.   We wi l l  now hear  
f rom Mr.  Wayne Basset t ,  Pres ident  of  Vaughan-Basset t  Furni ture .   The 
company has  a  furni ture  fac tory  in  Elkin  and Mr.  Basse t t  l ives  in  
Winston-Salem.  
 MR.  BASSETT:   That ' s  correct .  



 

 

 HEARING COCHAIR FIEDLER:  He 's  a  four th  genera t ion  
furni ture  manufactur ing execut ive  so  he  knows something about  the  
bus iness .   
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 The company manufactures  more  a l l  wood bedroom furni ture  
than any company in  the  Uni ted  Sta tes ,  the  company says .   This  i s  
even more  impress ive  g iven the  fac t  tha t  the  Chinese  bedroom 
furni ture  has  been expor ted  to  the  Uni ted  Sta tes  and sold  a t  be low the  
cos t  of  product ion,  according to  the  U.S.  Depar tment  of  Commerce  and 
the  U.S.  In ternat ional  Trade  Commiss ion.  
 We' l l  a lso  hear  f rom Mr.  James Chesnut t ,  Pres ident  and CEO of  
Nat ional  Spinning Company of  Washington,  Nor th  Carol ina .   Mr.  
Chesnut t  has  been in  the  text i le  bus iness  s ince  1973 and has  served as  
the  Pres ident  of  the  American Yarn Spinners  Associa t ion  and as  
chai rman of  the  Nat ional  Counci l  of  Text i le  Organizat ions .  
 We ' l l  begin  wi th  Mr.  Basse t t  and you know our  ru les- -we ' l l  t ry  to  
s t ick  to  seven minutes  of  tes t imony,  and then we ' l l  go  back and for th  
on ques t ions .   Mr.  Basse t t .  
 

STATEMENT OF MR. WYATT BASSETT, PRESIDENT OF 
VAUGHAN-BASSETT FURNITURE COMPANY,  

GALAX, VIRGINIA 
 
 MR.  BASSETT:   Ear l ier  th is  week,  I  was  a t  my junior  h igh 
school  son 's  parents  n ight ,  and there  was  a  s ign  on the  wal l  of  h is  
sc ience  c lass  tha t  sa id  when a l l  e lse  fa i l s ,  fo l low the  d i rec t ions .   For  
my prepared tes t imony,  I 've  s tuck to  what  the  ques t ions  were  in  the  
out l ine ,  and I ' l l  be  happy to  answer  anything you 'd  l ike .  
 The f i rs t  ques t ion  i s  how have Chinese  impor ts  af fec ted  the  
wooden bedroom indust ry  in  Nor th  Carol ina?  
 S imply  s ta ted ,  Chinese  impor ts  have  devas ta ted  the  wooden 
bedroom indust ry  in  Nor th  Carol ina .   Severa l  of  the  larges t  wooden 
bedroom producers  in  Nor th  Carol ina  have  c losed a l l  of  the i r  fac tor ies .  
 Two of  the  larges t  and bes t  known are  Broyhi l l  Furni ture  based in  
Lenoir  and Lexington Furni ture  based in  Lexington.  
 Ten years  ago,  they opera ted  more  than a  dozen woodworking 
plants .   Today,  a l l  of  those  p lants  are  c losed and they impor t  the i r  
bedroom furni ture .    
 A quick  look a t  most  of  the  major  domest ic  bedroom producers ,  
most  of  whom are  e i ther  based or  have  s igni f icant  opera t ions  in  Nor th  
Carol ina  reveals  the  extent  of  the  devas ta t ion .   I  l i s ted  about  40  
companies .   The ones  wi th  s igni f icant  opera t ions  in  Nor th  Carol ina  
inc lude  Broyhi l l ,  Thomasvi l le ,  Henredon,  Drexel ,  Lexington,  Kincaid ,  
American Drew,  Lee ,  Hooker ,  S tanley ,  Century  Bernhardt ,  Basse t t ,  
Progress ive ,  Ethan Al len ,  Vaughan Basset t ,  Athens ,  Cochrane,  



 

 

Universa l  and Southern  Furni ture  Reproduct ions .   Those  among 40 
to ta l  companies  had over  125 woodworking plants  open ten  years  ago.  
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 Today,  over  80 percent  of  those  p lants  have  c losed the i r  doors .   
Over  two- th i rds  of  these  companies  are  e i ther  to ta l ly  out  of  bus iness  
or  no  longer  have  any domest ic  bedroom manufactur ing opera t ions .   
Most  of  those  tha t  remain  open are  opera t ing  a t  reduced capaci ty  wi th  
fewer  p lants ,  fewer  and fewer  workers .   The cumulat ive  reduct ion in  
wooden bedroom manufactur ing has  a lmost  cer ta in ly  exceeded 90 
percent .  
 These  c los ings  have been accompanied by a  surge  of  unemployed 
workers  in  many North  Carol ina  communi t ies .   In  wooden bedroom 
alone ,  53  Trade  Adjus tment  Ass is tance  appl ica t ions  were  cer t i f ied  
between January  of  2001 and October  of  2004.  
 I  can ' t  te l l  you exact ly  how many s ince  then.   The reason I  have  
tha t  t ime per iod i s  tha t ' s  when the  ant idumping inves t iga t ion  was  going 
on.   There  have been severa l  obviously  s ince  October  of  2004.  
 With  i t s  la rge  furni ture  manufactur ing base  and home of  the  
larges t  furni ture  market  in  the  U.S. ,  which is  the  High Point  furni ture  
market ,  Nor th  Carol ina  has  a lso  been uniquely  s i tua ted  as  suppl ier  to  
the  furni ture  indust ry .   In  addi t ion  to  the  hundreds  of  vendors  who 
supply  mater ia ls  and suppl ies  to  the  furni ture  t rade ,  Nor th  Carol ina  i s  
home to  many companies  and jobs  tha t  provide  services  to  the  
indust ry .   
 Account ing f i rms,  adver t i s ing  agencies  and photographic  s tudios  
are  only  a  few.   Whi le  the  loss  of  d i rec t  employment  in  wooden 
bedroom plants  has  probably  exceeded 90 percent ,  i t ' s  d i f f icul t  to  
es t imate  the  fu l l  e f fec t  on  employment  of  the  loss  of  bedroom furni ture  
manufactur ing in  Nor th  Carol ina .  
 Next  ques t ion  i s  how have legal  and programmat ic  remedies  to  
unfa i r  t rade  worked in  the  case  of  the  Nor th  Carol ina  furni ture  
indust ry?   Impor ts  of  wooden bedroom furni ture  f rom China  for  the  12 
months  ending December  1999 were  about  $200 mi l l ion .  
 Impor ts  of  wooden bedroom furni ture  f rom China  had exploded 
to  over  a  1 .6  b i l l ion ,  which i s  an  increase  of  about  715 percent  for  the  
twelve  months  ending June 2004,  which was  the  las t  month  before  
pre l iminary  ant idumping dut ies  on  wooden bedroom furni ture  f rom 
China  went  in to  effec t .  
 I f  you look a t  the  char t  on  page three  of  the  handout ,  you ' l l  see  a  
pre t ty  dramat ic  increase  in  impor ts  of  wooden bedroom from China .  
 In  the  three  years  s ince  ant idumping dut ies  have  gone in to  
ef fec t ,  impor ts  of  wooden bedroom furni ture  have  been essent ia l ly  f la t .  
 They 've  increased a  to ta l  of  less  than two percent  in  the  las t  12  
months  ending June 2007 versus  the  12 months  ending r ight  before  the  
ant idumping order  went  in to  ef fec t .  



 

 

 The  market  share  for  Chinese  wooden bedroom impor ts  re la t ive  
to  to ta l  wooden bedroom impor ts  f rom al l  countr ies  has  a lso  been 
dramat ica l ly  af fec ted .   In  December  of  '99 ,  China  accounted for  15.6  
percent  of  a l l  impor ted  wooden bedroom furni ture .   By June of  2004,  
immedia te ly  pr ior  to  ant idumping dut ies ,  China 's  share  had grown 
more  than threefold  to  about  53  percent ,  which i s  more  than every  
o ther  country  in  the  wor ld  put  together .  
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 That ' s  an  increase  of  about  e ight  percentage  points  per  year  
dur ing tha t  per iod.   S ince  the  dut ies  have gone in to  ef fec t ,  China 's  
share  has  not  only  not  increased,  i t ' s  ac tual ly  dropped by about  seven 
percentage  points  to  46 percent .  
 Whi le  resul t s  for  furni ture  companies  in  the  U.S.  have  been 
inconsis tent ,  some companies  focused and dedica ted  to  domest ic  
bedroom manufactur ing have fared  comparat ively  wel l .   Vaughan 
Basset t  where  over  97 percent  of  our  wooden bedrooms are  f rom 
product  produced in  our  U.S.  p lants ,  our  two U.S.  p lants  have  earned 
a lmost  $8 .5  mi l l ion  of  opera t ing  income cumulat ive ly  in  the  two years  
s ince  the  f ina l  ant idumping order  has  gone in to  ef fec t .  
 2007 is  widely  considered to  be  the  most  d i f f icul t  year  in  
furni ture  in  over  50 years .   A vas t  major i ty  of  manufacturers ,  
impor ters ,  suppl iers ,  re ta i lers ,  have  seen the i r  sa les  th is  year  decrease  
by ten  to  30 percent .   The median is  probably  about  15  percent .   Our  
sa les  decrease  th is  year  has  been in  the  s ingle  d ig i t s  and we 've  
remained prof i table  dur ing tha t  t ime.  
 Impor tant ly ,  we cont inue  to  employ over  a  thousand workers  in  
our  two U.S.  bedroom plants .   This  headcount  i s  wi th in  ten  percent  of  
our  maximum ever  employed in  these  two plants  and we 're  working our  
to ta l  workforce  a  fu l l  40-hour  week.   Without  the  ant idumping order ,  
we could  not  have  achieved these  resul ts .  
 In  fac t ,  many large  companies  who have conver ted  f rom domest ic  
manufacturers  to  impor ters  of  bedroom furni ture  have  not  fared  near ly  
as  wel l  in  th is  c l imate .  
 What  changes  to  laws are  needed to  make them effec t ive  in  
d iscouraging/prevent ing unfa i r  t rade  and what  e lse  can the  government  
do?   
 I 'm going to  cut  th is  k ind of  shor t .   Very  f rankly ,  the  f i rs t  th ing 
tha t  could  be  done i s  jus t  not  to  weaken the  ant idumping and t rade  
laws.   There  are  people  proposing--obviously  those  whose  pr imary or  
only  in teres t  i s  in  impor t ing  the  cheapes t  poss ib le  goods  f rom offshore  
tha t  would  l ike  to  see  us  uni la tera l ly  wi thout  reques ts  f rom even our  
t rading par tners  weaken these  ant idumping laws.  
 That  would  cause  us  i r reparable  harm.   Between the  or ig inal  
inves t iga t ion  and the  recent ly  completed  f i rs t  adminis t ra t ive  review of  
our  ant idumping case ,  the  U.S.  Depar tment  of  Commerce  has  



 

 

calcula ted  s igni f icant  dumping margins  for  the  vas t  major i ty  of  the  
mandatory  respondents  who had been individual ly  inves t iga ted .  
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 The  weighted  average  dumping margin  was  ca lcula ted  to  be  over  
35  percent  in  a  recent ly  re leased f ina l  resul ts  of  the  f i rs t  
adminis t ra t ive  review.  
 I f  for  any reason dumping a t  these  ra tes  were  a l lowed to  occur  
unchecked by vigorous  enforcement  of  our  t rade  laws,  i t  would  pre t ty  
much guarantee  the  des t ruct ion  of  the  res t  of  our  indust ry .   We can ' t  
compete  wi th  someone who undercuts  us  35 percent  i l legal ly  
unchecked.   I t  wi l l  resul t  in  des t ruct ion .  
 The f ina l  th ing I ' l l  note  i s  in  addi t ion  to  weakening our  
ant idumping laws,  the  grea tes t  threa t  posed is  through c i rcumvent ion 
of  the  ant idumping order .   I ' l l  be  happy to  answer  ques t ions  about  
exact ly  how th is  would  occur  and what  can  be  done,  par t icular ly  by  the  
Commerce  Depar tment ,  but  the  use  of  combinat ion ra tes  and 
adminis t ra t ive  reviews wi l l  be  a  grea t  he lp  to  us .  
[The s ta tement  fo l lows:]  
 

Prepared Statement  of  Mr.  Wyatt  Bassett ,  Pres ident  of  Vaughan-
Bassett  Furniture  Company,  Galax,  Virginia  

 
How have Chinese imports affected the wooden bedroom industry in North Carolina? 
 
 Simply stated, Chinese imports have devastated the wooden bedroom industry in North Carolina. 
  
 Several of the largest wooden bedroom producers in North Carolina have closed all their plants 
used to produce wooden bedroom.  Broyhill Furniture based in Lenoir and Lexington Furniture based in 
Lexington, two of the largest wooden furniture manufacturing employers in North Carolina, operated more 
than a dozen woodworking plants ten years ago.  Today all those plants have closed and both these 
companies import their bedroom furniture. 
 
 A quick look at most of the major domestic bedroom producers (most based or with significant 
operations in North Carolina) reveals the extent of the devastation. These companies (Broyhill Furniture, 
Thomasville Furniture, Lane Furniture, Henredon Furniture, Drexel Heritage Furniture, Lexington 
Furniture, Kincaid Furniture, American Drew Furniture, Lea Furniture, Pennsylvania House Furniture, 
Hooker Furniture, Pulaski Furniture, Stanley Furniture, Century Furniture, Bernhardt Furniture, Bassett 
Furniture, Progressive Furniture, Ethan Allen, Vaughan Furniture, Webb Furniture, Vaughan-Bassett 
Furniture, Virginia House Furniture, Sumter Cabinet, Athens Furniture, Keller Furniture, Dover Furniture, 
Moosehead Furniture, Cochrane Furniture, Universal Furniture, Cresent Furniture, Samuel Lawrence 
Furniture, Richardson Brothers Furniture, Southern Furniture Reproductions, Blackhawk Furniture, Boyd 
Furniture, Florida Furniture, Kushwood Furniture, Pilliod Furniture and Rock City Furniture,) had over 
125 woodworking plants 10 years ago; today, over 80% of those have closed their doors.  Over two thirds 
of these companies are either out of business or no longer have any domestic bedroom manufacturing 
operations.  Most of those that remain open are operating at reduced capacity, with fewer plants and with 
fewer workers.  The cumulative reduction in wooden bedroom manufacturing has almost certainly 
exceeded 90%. 
 



 

 

 These closings have been accompanied by a surge of unemployed workers in many North 
Carolina communities.  In wooden bedroom alone, 53 Trade Adjustment Assistance applications were 
certified between January of 2001 and October of 2004.  With its large furniture manufacturing base and 
home of the largest furniture market in the U.S. (High Point Market), North Carolina has also been 
uniquely situated as supplier to the furniture industry.  In addition to the hundreds of vendors who supply 
materials and supplies to the furniture manufacturing trade, North Carolina is home to many of the 
companies (and jobs) that provide services to the furniture industry.  Accounting firms, advertising 
agencies and photographic studios are only a few.   While the loss of direct employment in wooden 
bedroom plants has probably exceeded 90%, it is difficult to estimate the full effect on employment of the 
loss of bedroom furniture manufacturing in North Carolina. 
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How have legal and programmatic remedies to unfair trade worked in the case of the North 
Carolina furniture industry? 
 
 Imports of wooden bedroom furniture from China for the twelve months ending December 1999 
were $202,351,000.  Imports of wooden bedroom furniture from China had exploded to $1,649,125,000 
(an increase of 715 %) for the twelve months ending June of 2004, the last month before preliminary 
antidumping duties on wooden bedroom furniture from China went into effect . 

Wooden Bedroom Imports 
(trailing 12 months) - China
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 In the three years since antidumping duties have gone into effect, imports of wooden bedroom 
furniture from China have been about flat increasing only 1.8 % in the last twelve months ending June 
2007, to $1,679,310,000. 
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Wooden Bedroom Imports 
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 The market share for Chinese wooden bedroom imports relative to total wooden bedroom imports 
from all countries has also been dramatically affected.  In December of 1999, China accounted for 15.6 % 
of all imported wooden bedroom furniture.  By June of 2004, immediately prior to antidumping duties 
going into effect, China’s share had grown more than three-fold to 52.9 % (more than all other countries 
combined), an average increase of over 8 percentage points per year.  Since the antidumping duties have 
gone into effect, China’s share has not only not increased, but has actually dropped by almost 7 percentage 
points to 46.0 %. 
 While results for furniture companies in the U.S. have been inconsistent, some companies focused 
and dedicated to domestic bedroom manufacturing have fared comparatively well.  At Vaughan-Bassett, 
where over 97 % of our wooden bedroom sales are from product produced in our U.S. plants, our two U.S. 
plants have earned almost $8,500,000 of operating income cumulatively in the two years since the final 
antidumping order has gone into effect (FY 2005 and FY 2006).  2007 has proved to be what most 
consider the industry’s most challenging year in over fifty years.  A vast majority of 
manufacturers/suppliers and retailers are reporting sales decreases of 10 % to 30 %, with a median decrease 
of about 15 %.  Our sales decrease has been in the single digits and we have remained profitable this year.  
Importantly, we continue to employ over 1,000 workers in our two U.S. bedroom plants; this headcount is 
within 10 % of our maximum ever employed in these two plants, and we are working all of our workforce 
a full forty hour schedule.  Without the antidumping order, we could not have achieved these results during 
this trying time.  In fact many large companies who have converted from domestic manufacturers to 
importers of bedroom furniture have not fared nearly as well in this climate. 
 
What changes to laws are needed to make them effective in discouraging/preventing unfair trade?  
What else could the government do? 
 
 Our industry never asked for any special help from the government or any protectionist measures. 
 All we ever requested was that our government enforce the laws already on the books to give dedicated 
U.S. bedroom furniture manufactures a chance to compete with legally priced imports.  Companies in our 
industry that have made the necessary financial commitment to compete, have benefited from these laws 
being enforced.  These benefits could be quickly and irretrievably reversed if our trade laws are weakened. 
 Between the original investigation and the recently completed first administrative review, the U.S. 
Department of Commerce has calculated significant dumping margins (greater than deminimis) for the vast 
majority of the mandatory respondents who have been individually investigated.  The weighted average 
dumping margin was calculated to be over 35 % in the recently released final results of the first 
administrative review.  If for any reason, dumping at these rates were allowed to occur unchecked by 



 

 

vigorous enforcement of our trade laws, it would almost certainly guarantee the destruction of the 
remaining U.S. wooden bedroom manufacturing industry. 
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The U.S. Commerce Department’s adoption of combination rates in administrative reviews for 
wooden bedroom furniture from China would dramatically help avoid circumvention of the 
enforcement provided by our antidumping laws. 
  
 In addition to weakening our antidumping laws, the greatest threat posed to our industry is 
through circumvention of the antidumping order.  The easiest way for Chinese manufacturers to 
circumvent the order is to simply export their product through a different Chinese exporter who has been 
assigned a lower dumping margin. 
 
 Evasion of Duties  Under current U.S. Department of Commerce practice, which I’ll discuss in 

more detail in a moment, imports from China that are subject to an antidumping duty order are 
assessed cash deposit rates under a process that identifies only the Chinese exporters.  
Remarkably, no attention is given to the manufacturer that actually produced the merchandise.  
Consequently, exporters that have been assigned low antidumping duties can, if they are willing, 
serve as a conduit for imports from any Chinese producer, even producers that have been assigned 
high antidumping duty margins. 

 
 We and others have been unsuccessfully asking Commerce to exercise its acknowledged authority 

to adopt a policy of assigning “combination rates” instead of exporter-specific rates.  Combination 
rates are cash deposit rates assigned to groupings of an exporter and the producer or producers 
that actually manufactured the merchandise.  A change to combination rates would be significant 
for U.S industries involved in antidumping cases.  Here’s why. 

 
 The first administrative review of the antidumping duty order on Wooden Bedroom Furniture 

from China demonstrates the threat presented by Commerce’s policy of assigning cash deposit 
rates only to exporters, rather than to exporter/producer combinations. 

o First -- there are a huge number of Chinese producers, some say more than 30,000, and 
the first administrative review involved more than 100 companies. 

o Second -- the applicable antidumping duties and corresponding cash deposit rates 
established by Commerce ranged from 0.5 percent to 216 percent.  Most Chinese 
exporters have rates of 7 percent, 35 percent, or 216 percent. 

o Here’s what all this means.  Under current Commerce practice, the manufacturer 
responsible for the exports assigned the 216 percent rate could quite easily export 
merchandise to the U.S. by paying cash deposits as low as 0.5 percent.  In fact, because 
Commerce refuses to adopt a policy of assigning combination rates in administrative 
reviews all that stands in the way of this occurring are the people running the Chinese 
exporters with the low rates.  If those individuals can be persuaded to act as the exporter 
for any high-margin producer then their low cash deposit rates would be applied by U.S. 
Customs.  Given the huge number of producers and the wide array of margins assigned 
in the last administrative review there are many opportunities for producers and exporters 
to collude and funnel products through low-cost import channels. 

o Again, all this is because Commerce only identifies exporters and not exporters and 
producers when assigning cash deposit rates in administrative reviews.    

 
 Current Practice Now I’ll give you some background on Commerce’s current practice, and the 

inexplicable nature of the agency’s refusal to adopt a policy of assigning combination rates in 
administrative reviews of exports from China. 
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o First, Commerce already applies combination rates in all investigations, whether the 

exporter is a located in a market economy such as Japan or in non-market economy 
country such as China.  In April 2005, the agency officially adopted use of combination 
rates in investigations involving non-market economy countries, saying it was the only 
way it could “prevent the ‘funneling’ of subject merchandise through exporters with the 
lowest rates.”  When it adopted that policy the agency said it was evaluating extension of 
the practice to administrative reviews.    

o Second, in early 2006 Commerce stated that there is no legal barrier to simple adoption 
of combination rates in administrative reviews involving exports from China.  It 
specifically addressed the issue in an administrative review involving crawfish from 
China, and in doing so it straightforwardly asserted that it could adopt the policy without 
undertaking the formal notice and comment process associated with modifications to its 
regulations.  Consequently, Commerce can start assigning combination rates in 
administrative reviews at any time.  It just does not want to do so and it has never given a 
satisfactory explanation for that reluctance.  

o Third in early 2004 Commerce assigned combination rates in an administrative review 
involving pistachios from Iran, a so-called market economy country, although when 
issuing this decision the agency set out a potentially difficult test.  Still, with these three 
developments the agency is now applying combination rates in all proceedings except 
administrative reviews involving imports from non-market economy countries like 
China. 

 Commerce’s handling of this issue in the Wooden Bedroom Furniture  We raised this issue with 
Commerce in the just-completed administrative review on Wooden Bedroom Furniture.  
Commerce’s answer was very disappointing. 

 
 In response to arguments from Chinese producers opposing adoption of combination rates in 

reviews, the agency reasserted its position that it has legal authority to adopt the policy, and that it 
can do so at any time without going through the onerous procedures associated with 
administrative rulemaking.  This is a good. 

 
 The agency then went on to recognize exactly the threat we are facing: numerous Chinese 

producers and opportunities for funneling imports through low-margin exporters, but once again 
denied the domestic industry’s effort for this additional, important form of protection, saying:  

While the respondents in this administrative may have the ability to 
source wooden bedroom furniture from a large pool of PRC suppliers, 
some of which may be subject to a high “PRC-wide rate” [that is, the 
216 percent rate], we do not find the facts in the instant review are 
persuasive enough to warrant issuance of a combination rate to all 
respondents  and their producers at this time”  Wooden Bedroom 
Furniture, Final Decision Memo at Comment 5. 

 
 Closing  It is difficult for us to understand the Department of Commerce’s reluctance to adopt 

combination rates in administrative reviews involving imports from China.  The agency has 
repeatedly said it has authority to do so, it has adopted the policy in every other type of 
antidumping proceeding it handles, and it has repeatedly acknowledged the threat of imports 
being “funneled” through exporters that have been assigned low deposit rates, but it still leave us 
without this simple remedy for an acknowledged threat. 

 
 

  

 
 
 
  



 

 

 HEARING COCHAIR FIEDLER:  Thank you.   Mr.  Chesnut t .  
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STATEMENT OF MR. JAMES CHESNUTT, PRESIDENT & CEO 

NATIONAL SPINNING, INC. ,  WASHINGTON, NORTH 
CAROLINA, FOR THE NATIONAL COUNCIL OF TEXTILE 

ORGANIZATIONS 
   

 MR.  CHESNUTT:  I t ' s  going to  be  hard  to  beat  th is  guy.   One 
second is  le f t  and he  puts  h is  paper  down.  
 Commiss ioner  Fiedler  and Commiss ioner  Shea  and other  
d is t inguished members  of  the  Commiss ion,  thank you for  the  
oppor tuni ty  to  be  here  today on behal f  of  the  text i le  indust ry  and 
especia l ly  the  Nor th  Carol ina  text i le  indust ry  and the  impact  of  China  
on i t .  
 My name is  J im Chesnut t .   I 'm Pres ident  and CEO of  Nat ional  
Spinning Company,  an  employee-owned company,  and I  emphasize  a  
major i ty-owned employee  company in  Washington,  Nor th  Carol ina .   
We have a lmost  1 ,000 employees  in  our  fac i l i t ies ,  a l l  located  in  the  
s ta te  of  Nor th  Carol ina .  
 We are  pr imar i ly  an  acryl ic  and synthet ic  yarn  manufacturer ,  
producing yarns  for  home furnishings ,  indust r ia l  appare l  and hos iery  
end uses .   I 'm a lso  on the  board  of  d i rec tors  of  the  Nat ional  Counci l  of  
Text i le  Organizat ions .  
 F i rs t ,  I  want  to  debunk some commonly held  bel iefs  about  the  
U.S.  text i le  indust ry .   I 've  of ten  heard  e lec ted  off ic ia ls  and so-cal led  
t rade  exper ts  descr ibe  our  indust ry  as  one  tha t  i s  not  prepared to  meet  
the  chal lenges  of  manufactur ing in  the  21s t  century .  
 In  fac t ,  the  opposi te  i s  t rue .   The U.S.  text i le  sec tor  cont inues  to  
be  one  of  the  larges t  manufactur ing employers  in  the  Uni ted  Sta tes .   
Our  indust ry  i s  the  th i rd- larges t  expor ter  of  text i le  products  in  the  
wor ld ,  expor t ing  more  than $16 bi l l ion  in  2005.   From 1994 to  2004,  
the  U.S.  text i le  indust ry  inves ted  more  than $33 bi l l ion  in  new plants  
and equipment  and has  increased product iv i ty  by 49 percent  over  the  
pas t  ten  years .  
 As  you can see ,  the  text i le  indust ry  i s  an  innovat ive ,  product ive  
indust ry  tha t  can   compete  head- to-head wi th  any text i le  sec tor  in  the  
wor ld .   Unfor tunate ly ,  our  indust ry ,  l ike  so  many others ,  cannot  
compete  agains t  s ta te  governments ,  which is  what  we 're  being forced 
to  do wi th  China  and maybe some others ,  but  th is  i s  speci f ica l ly  about  
China  today.  
 S ince  China  jo ined the  World  Trade  Organizat ion  in  2001,  the  
U.S.  text i le  and appare l  indust ry  has  los t  365,000 jobs .   This  
represents  a  38  percent  decrease  of  our  ent i re  workforce .   In  fac t ,  the  
indust ry  los t  more  than 44,000 jobs  f rom 2005 to  2006 a lone .   Nor th  



 

 

Carol ina  has  been hardes t  h i t  by  these  job  losses  and has  los t  more  
than 11,000 text i le  jobs  over  the  las t  year ,  a  12  percent  decrease  in  our  
text i le  workforce .  
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 As  a  noted  economis t  and Nobel  Pr ize  winner  Paul  Samuelson 
recent ly  s ta ted:  " I t  i s  not  protec t ionis t  to  compla in  about  pol ic ies  tha t  
a re  predatory;  China 's  a re  jus t  tha t ."  
 Our  enormous t rade  def ic i t ,  the  loss  of  more  than 1 .5  mi l l ion  
jobs ,  and the  very  rea l  poss ib i l i ty  tha t  the  Bank of  China  may soon 
have more  contro l  over  our  economy than our  own Federa l  Reserve  
Bank is  d is turbing,  a  legacy tha t  we face  today af ter  decades  of  
inact ion on the  par t  of  our  government .  
 In  th is  context ,  I  would  l ike  to  focus  my remarks  on ac t ions  tha t  
the  U.S.  text i le  indust ry  bel ieves  the  Congress  and the  government  
should  take  to  rebalance  the  p laying f ie ld  and ensure  tha t  g lobal  t rade  
ru les  are  appl ied  uni formly.  
 Before  get t ing  in to  speci f ics  regarding what  can be  done,  I  want  
to  share  br ief ly  wi th  you how the  Chinese  government  works  to  ensure  
tha t  i t ' s  text i le  sec tor  dominates  wor ld  t rade  and text i les  and appare l .  
 The Chinese  government 's  e f for ts  are  c lear ly  def ined in  i t s  11th  
Five  Year  Plan  for  the  text i le  indust ry .   And I  th ink we heard  about  a  
na t ional  indust r ia l  pol icy  today.   I  th ink China  has  one  as  i t  re la tes  to  
the  text i le  indust ry .  
 This  p lan  se ts  speci f ic  benchmarks  for  i t s  text i le  and appare l  
sec tor  over  the  next  f ive  years ,  cont inuing a  pat tern  tha t  has  been in  
p lace  for  more  than 50 years .   The p lan  i s  implemented through an  
extens ive  ar ray  of  subs id ies  and other  preferences  g iven to  the  Chinese  
text i le  indust ry  by the  government .  
 NCTO has  done a  review of  the  subsidies  tha t  China  extends  to  
i t s  text i le  and appare l  indust r ies .   The Chinese  government  of fers  73  
d i f ferent  subs idy programs and as  a  resul t  has  pumped tens  of  b i l l ions  
in  government  ass is tance  to  the  sec tor .  
 I  should  note  tha t  these  subs id ies  are  in  addi t ion  to  the  enormous  
f inancia l  suppor t  which Bei j ing  offers  through i t s  managed exchange 
ra te  which most  economis ts  es t imate  i s  undervalued by 20 to  40 
percent .  
 To bet ter  unders tand how these  subsidy programs have enabled 
China 's  text i le  manufacturers  to  dominate  the  market ,  le t ' s  review a  
few s ta t i s t ics .   Dur ing the  las t  ten  years ,  the  Chinese  text i le  sec tor  has  
purchased 65 percent  of  a l l  kni t t ing  machines ,  62  percent  of  a l l  
weaving machines ,  and 46 percent  of  a l l  the  spinning machines  sold  in  
the  ent i re  wor ld .  
 These  ef for ts  by  the  cent ra l  government  in  Bei j ing  have reaped 
unpara l le led  rewards  for  i t s  text i le  sec tor  and have made China  by far  
the  larges t  producer  and expor ter  of  text i le  products  in  the  wor ld .  



 

 

 From 2000 to  2005,  China 's  wor ldwide expor ts  of  text i les  and 
appare l  jumped f rom $81 bi l l ion  to  $150 bi l l ion ,  an  increase  of  $69 
bi l l ion  in  f ive  years .   As  a  resul t ,  China  contro ls  over  40  percent  of  
the  g lobal  text i le  appare l  t rade  and near ly  50 percent  of  appare l  t rade  
a lone .    
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 We bel ieve ,  however ,  the  bat t le  wi th  China  i s  not  one  tha t  we 
have to  lose .   In  th is  ve in ,  we recommend nine  speci f ic  ac t ions  tha t  we 
mainta in  could  lead  to  the  revi ta l iza t ion  of  U.S.  manufactur ing.   I  wi l l  
ta lk  about  four  of  these  today:  
 Pass  s t rong currency legis la t ion .   The Congress  should  pass  and 
the  Pres ident  should  s ign in to  law meaningful  and ef fec t ive  legis la t ion  
tha t  a l lows U.S.  manufacturers  to  offse t  the  benef i t s  of  the  
undervalued yuan.   
 In  our  opinion,  the  most  ef fec t ive  legis la t ion  current ly  before  
the  U.S.  Congress  i s  in t roduced by Representa t ives  Ryan and Hunter ,  
the  Currency Reform and Fai r  Trade  Act ,  or  H.R.  2942.  
 This  legis la t ion  would  a l low U.S.  indust ry  to  f i le  countervai l ing  
duty  cases  agains t  China 's  currency manipula t ion .  
 Secondly ,  extend or  replace  the  current  China  safeguard .   
Congress  and the  adminis t ra t ion  should  ensure  tha t  the  text i le  
safeguards  current ly  in  p lace  agains t  China  are  e i ther  extended or  
replaced unt i l  China  fu l f i l l s  a l l  of  i t s  WTO access ion commitments .   
The text i le  safeguards  which have  helped to  prevent  China  f rom 
monopol iz ing the  U.S.  text i le  appare l  markets  in  key ca tegor ies  wi l l  
expire  on January  1 ,  2009,  and they cannot  under  WTO law be  
uni la tera l ly  renewed.  
 Number  three ,  c rea te  a  comprehensive  subs idy database .   
Es tabl ish  a  subs idy database  on China  a t  the  Depar tment  of  Commerce  
tha t  can  be  u t i l ized  by government  and indust ry .   Despi te  i t s  protes ts  
and concern  about  China ,  the  U.S.  government  s t i l l  has  not  crea ted  a  
database  tha t  smal l  and medium-sized manufacturers  can use .  
 In  fac t ,  the  government  subsidy review page on the  Commerce  
Depar tment 's  Web s i te  has  not  been updated s ince  2004.   Even worse ,  
China  i s  not  l i s ted  as  employing a  s ingle  subs idy.  
 Number  four ,  increase  and repr ior i t ize  enforcement  effor ts  a t  
USTR and the  Depar tment  of  Commerce .   Today,  t rade  enforcement  i s  
seen as  a  career  dead-end wi th in  the  U.S.  government .   Ins tead 
negot ia t ing  new agreements  ra ther  than enforc ing exis t ing  agreements  
i s  seen as  the  bes t  way to  advance  wi th in  the  ranks  of  Commerce  or  
Trade .  
 Commerce  and the  USTR need to  be  res t ructured to  g ive  t rade  
enforcement ,  par t icular ly  in  the  subs idy area ,  a  h igher  pr ior i ty  and 
more  s ta tus  wi th in  the  agencies .  
 Other  areas  tha t  we sugges t  ac t ion  inc lude  increas ing 



 

 

government  ass is tance  to  smal l  and medium-sized manufacturers  in  
regards  to  dumping and countervai l ing  duty  cases ;  increas ing cus toms 
enforcement  ef for ts ;  penal ize  companies  which impor t  products  tha t  
cause  severe  environmenta l  degradat ion;  and going af ter  the  Chinese  
government 's  WTO i l legal  suppor t  of  i t s  s ta te-owned indust r ia l  
sec tors .  
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 In  conclus ion,  I  want  to  thank you again ,  the  Commiss ion,  for  i t s  
leadership  i t  has  shown in  the  s t ruggle  to  preserve  U.S.  jobs  and U.S.  
manufactur ing.   Through your  hard  work,  you have helped to  l i f t  the  
vei l  not  only  on the  mercant i l i s t  pract ices  of  the  Chinese  government  
but  the  cos t  of  these  prac t ices  to  workers  across  America .  
 We look forward to  working wi th  you and other  concerned 
groups  to  fashion a  new t rade  pol icy  tha t  suppor ts  manufactur ing and 
other  jobs  in  th is  country ,  and I  th ink I  took an  ext ra  minute .  
[The s ta tement  fo l lows:] 5 
 

PANEL V:  Discuss ion,  Quest ions  and Answers  
 

 HEARING COCHAIR FIEDLER:  That ' s  qui te  a l l  r ight .  
 MR.  CHESNUTT:  Thank you very  much.  
 HEARING COCHAIR FIEDLER:  I 'm going to  invoke the  
prerogat ive  of  the  chai r  to  ask  Mr.  Basse t t  a  ques t ion  tha t  I  s tar ted  
wi th  before  we began th is  hear ing.  
 I  need to  unders tand the  economics  of  furni ture  in  the  fo l lowing 
way.   Xinj iang,  which is  the  far  nor thwest  province  of  China ,  you 
cannot  ge t  much far ther  f rom here  in  China;  i s  tha t  fa i r ,  Larry?  
 COMMISSIONER WORTZEL:   That ' s  fa i r .  
 HEARING COCHAIR FIEDLER:  Is  a  major  expor ter  of  furni ture  
to  the  Uni ted  Sta tes .   I t  has  poor  inf ras t ructure ;  i t  has  a  deser t  be tween 
i t  and the  res t  of  the  country;  i t  doesn ' t  have  roads  tha t  go  through;  i t ' s  
got  to  have  t ra ins  to  go.   I  don ' t  unders tand how you can economical ly  
send f in ished furni ture  f rom Xinj iang to  the  Uni ted  Sta tes  and se l l  i t  a t  
a  prof i t  unless  you ' re  doing something wrong.  
 Could  you give  us  a  l i t t le  enl ightenment  on what  we ' re  ta lk ing 
about  in  terms of  the  i l legal  dumping,  the  th ings  you faced before?  
 MR.  BASSETT:   As  br ief ly  as  I  can ,  I ' l l  f i r s t  of  a l l  say  I  agree  
wi th  you,  we don ' t  unders tand i t  e i ther ,  which is  f rankly  where  the  
ant idumping inves t iga t ion  came f rom.   For  years ,  we underes t imated 
the  threa t  China  posed to  our  indust ry  domest ica l ly .   I t ' s  a lways  been 
commonly known and sa id  tha t  China  has  very  inexpensive  labor .   We 
looked a t  the  labor  content  of  our  furni ture .   At  the  same t ime we 
looked a t  the  t ranspor ta t ion  cos ts  to  get  furni ture  f rom China  to  the  

 
5 Click here to read the prepared statement of Mr. James Chesnutt 

http://www.uscc.gov/hearings/2007hearings/transcripts/sept_6/james_chesnutt.pdf


 

 

United  Sta tes ,  and we fe l t  as  long as  tha t  t ranspor ta t ion  cos t  exceeded 
the  cos t  of  our  labor  in  a  comparable  amount  of  furni ture ,  China  would  
have  a  d i f f icul t  t ime compet ing here .  
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 Wel l ,  they somehow manage to  se l l  furni ture  a  heck of  a  lo t  
cheaper  in  spi te  of  the  t ranspor ta t ion  cos t ,  even assuming the i r  labor  
was  zero ,  and t ry ing to  unders tand i t  or  expla in  i t ,  I  can ' t  expla in  how 
they could  produce  furni ture  and se l l  i t  as  cheaply  as  they do and be  
prof i table .  
 One major  i ssue ,  and I  agree  wi th  Mr.  Chesnut t ,  i s  the  currency 
which I  d idn ' t  touch on.   I t  might  surpr ise  you tha t  cer ta in ly  in  our  
company and our  family  and a  lo t  of  our  people  in  our  indust ry  are  
very  commit ted  f ree  t raders ,  but  we ' re  a lso  fa i r  t raders ,  and don ' t  
be l ieve  you can have f ree  t rade  wi thout  the  f ree  f loa t  of  currency.  
 I t ' s  a  r igged game.   A member  of  the  CATO Ins t i tu te  I  th ink 
spoke to  some furni ture  people  in  the  las t  couple  of  months ,  expla in ing 
why the  currency is  a  to ta l  red  herr ing ,  tha t  in  rea l i ty  tha t  Chinese  
currency was  a l lowed to  f loa t  agains t  the  U.S.  currency,  i t  would  
ac tual ly  drop,  which again  I 'm no economis t ,  but  tha t  was  the  case  he  
was  making.  
 I t ' s  been expla ined to  me he  was  a lso  involved in  coming up wi th  
our  government 's  pol icy  years  ago for  how we ended up wi th  the  
s i tua t ion .  
 COMMISSIONER WORTZEL:  CATO is ,  they ' re  a l lowed to  
smoke dope,  too .  
 MR.  BASSETT:   Wel l  b less  the i r  hear ts .   In  any case ,  I  g ive  you 
one  compar ison to  t ry  to  ta lk  about  the  ef fec t  of  currency in  the  
furni ture  t rade .   I  refer red  to  some Chinese  f igures  f rom a  per iod I  
th ink the  las t  12  months  of  1999 compar ing how much they grew unt i l  
the  12 months  ending June of  2004,  when the  ant idumping order  went  
in to  effec t .  
 Dur ing the  per iod where  China  went  up 715 percent  on  wooden 
bedroom impor ts  in  the  U.S. ,  Canada,  in  spi te  of  th is  huge surge ,  a lso  
went  up four  or  f ive  percent  on  the i r  bedroom impor ts  in to  the  U.S. ,  
ac tual ly  competed pre t ty  wel l  wi th  China  in  the  U.S.  market .   
However ,  in  roughly  the  three  years  s ince  tha t  t ime,  when the  
ant idumping order  has  been in  ef fec t ,  the  shipments  of  Canadian 
bedroom furni ture  have dropped 46 percent .  
 Now,  a lso  dur ing tha t  t ime,  the  Canadian  dol lar  has  apprecia ted  
27 percent  agains t  the  U.S.  dol lar .   So  dur ing the  t ime China  was  
growing unchecked,  Canada ac tual ly  held  the i r  own and grew on 
expor ts  to  the  U.S.   
 Dur ing the  t ime the  ant idumping order  has  been in  ef fec t ,  you 
would  expect  them to  benef i t  jus t  as  we have domest ica l ly  in  the  U.S.  
market ;  they 've  ac tual ly  los t  about  ha l f  the i r  sh ipments  in  the  U.S. ,  



 

 

again ,  not  uncoincidenta l ly ,  the i r  currency has  gone up 27 percent  in  
tha t  t ime.   Every  s ingle  one  of  them wi l l  te l l  you,  guys ,  tha t ' s  why they 
los t  ha l f  the  market  here .  
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 By the  same token,  we found i t  a  l i t t le  eas ier  to  compete  
expor t ing  our  product  in to  China .  Again ,  I  can ' t  expla in  i t .   I  can  te l l  
you there  are  o ther  fac tors  f rom government  subs id ies  to  a  huge 
prol i fera t ion  of  i l legal  logging tha t  comes in to  China  f rom places  l ike  
Russ ia ,  Indonesia ,  some other  p laces ,  Burma,  tha t ' s  not  only  doing 
incredible  environmenta l  damage,  but  a lso  contr ibutes  to  the i r  low,  
low pr ices .  
 HEARING COCHAIR FIEDLER:  One quick  ques t ion .   Do e i ther  
of  you se l l  to  Wal-Mart?  
 MR.  CHESNUTT:  Yes .  
 HEARING COCHAIR FIEDLER:  So you do?  
 MR.  BASSETT:   We have in  the  pas t ;  we don ' t  current ly .  
 MR.  CHESNUTT:  I t ' s  my bigges t  cus tomer .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Houston.  
 HEARING COCHAIR HOUSTON:  Mr.  Basse t t ,  you jus t  
answered the  ques t ion  I  was  going to  ask  about  logging,  but  maybe we 
can get  in to  tha t  a  l i t t le  more .   And I  want  to  thank you for  so lv ing the  
mystery  in  my house .   We cannot  f igure  out  why the  Ethan Al len  
dresser  drawers  keep fa l l ing  out  of  the  t racks .   I  th ink we know now,  
because  we were  so  proud of  ourselves  tha t  we bought  Ethan Al len  
because ,  of  course ,  i t ' s  made in  America .   So f rom now on,  i t  wi l l  be  
Basse t t .  
 But  could  you ta lk  a  l i t t le  b i t  more  about  the  logging issue .   I t ' s  
something we haven ' t  touched on here  today.   Obviously ,  the  wood for  
any kind of  furni ture  has  to  come f rom somewhere .   When an American 
manufacturer  goes  offshore  to  China  to  crea te  the  bedroom furni ture  or  
the  tables  and chai rs  or  whatever ,  I 'm assuming tha t  they are  get t ing  
a l l  tha t  wood f rom somewhere  in  Southeas t  Asia ,  and as  you pointed  
out ,  Burma and other  p laces .  
 We've  seen f i rs t -hand in  our  t r ips  to  China  the  defores ta t ion ,  the  
degradat ion ,  the  pol lu t ion .   I t ' s  jus t  a  n ightmare  over  there .   I s  there  
any pol ic ing a t  a l l?   Do American companies  ignore  the  defores ta t ion?  
 Do they ignore  where  these  wood products  are  or ig inat ing f rom? 
 Is  there  any kind of  d ia logue there  wi th in  the  American furni ture  
communi ty  about  the  potent ia l  problems that  g lobal ly  th is  k ind of  
defores ta t ion  can have?  
 MR.  BASSETT:   The eas ies t  way to  answer  i s  my fa ther  quotes  
h is  mother ,  my grandmother ,  who would  have been about  a  hundred a t  
th is  point ,  who used to  te l l  h im,  i f  you don ' t  want  anybody to  know 
what  you ' re  doing,  you probably  shouldn ' t  be  doing i t .  
 You 're  not  going to  hear  anybody who br ings  bedroom furni ture  



 

 

in  f rom China  ta lk ing about  th is  i ssue .   There  i s  a  t remendous  amount  
of  defores ta t ion ,  i l legal  logging,  incredible  environmenta l  damage 
being done in  Asia .   Again ,  you ta lk  about  Burma,  Indonesia .   There  i s  
a  huge i l legal  logging t rade  coming out  of  Russ ia ,  and very  f rankly  i t  
takes  a  pre t ty  smal l  cash  br ibe  a t  the  border  to  br ing  in  a l l  the  wood 
you want  f rom Russ ia  in to  China .  
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 China  has  had some issues  wi th  tha t  in ternal ly ,  and I 'm going to  
encourage  you to  look a t  two resources  tha t  I 've  read recent ly .   One is  
a  New York Times  ar t ic le  a  couple  Sundays  ago.   I 'm not  sure  i f  i t  was  
August  27  or  6 th ,  but  tha t ' s  about  r ight ,  on  environmenta l  damage 
that ' s  going on in  China  wi th  the  huge indust r ia l  boom.  
 Another  was  a  Washington Post  ar t ic le  back in  Apr i l  tha t  I  th ink 
par t icular ly  ta lked about  logging,  i f  I 'm not  mis taken,  and the  extent  
of  what 's  going and the  devas ta t ion .   But  one  of  those  ar t ic les  ta lked 
about  China  ac tual ly  address ing in ternal ly  in  the i r  country  some 
res t r ic t ions  on logging,  and t ry ing to  take  bet ter  care  of  the i r  own 
fores ts  and thei r  own land.  
 However ,  they make no ef for t  to  cur ta i l  the  damage being done 
f rom wood that ' s  be ing impor ted  f rom these  o ther  countr ies .   You a lso  
ought  to  be  aware  tha t  in  the  Uni ted  Sta tes ,  where  the  t imber  indust ry  
for  years ,  of  course ,  one  of  the i r  pr imary,  i f  not  pr imary,  cus tomers  in  
th is  area  was  the  furni ture  indust ry .   Today,  they expor t  a  huge amount  
of  tha t .  
 In  fac t ,  in  most  of  the i r  cases ,  a  vas t  major i ty  of  what  they  cut  to  
China  to  be  turned in to  furni ture ,  among other  th ings  l ike  f loor ing and 
s ta i r  t reads ,  so  i t  can  then be  shipped back to  the  U.S. ,  but  there  i s  a  
huge expor t  market  of  t imber  f rom the  U.S.  going s t ra ight  to  China  to  
be  produced for  inexpensive  product  to  be  brought  back here .  
 With  the  lumber  guys  we deal  wi th ,  a  vas t  major i ty  of  them 
s topped concentra t ing  on the  domest ic  market  years  ago.   A number  of  
those  guys  are  coming back because  bus iness  i s  not  qui te  as  good in  
China  as  i t  once  was .   In  essence ,  a  lo t  of  them put  a l l  the i r  eggs  in  
one  basket .  
 Now,  why thei r  bus iness  i sn ' t  good,  of  course ,  furni ture  
indust r ies  had a  tough,  tough,  tough year .   In  addi t ion  to  tha t ,  i f  the  
Chinese  can get  cheaper  mater ia ls  i l legal ly  f rom places  l ike  Indones ia  
and Burma and Russ ia ,  then why pay the  U.S pr ice?  
 HEARING COCHAIR HOUSTON:  Right .   I  rea l ize  i t ' s  not  your  
indust ry  per  se ,  but  I  would  guess  i t  would  be  fa i r  to  say  tha t  the  
logging indust ry  in  the  Uni ted  Sta tes  a long wi th  the  furni ture  indust ry  
has  taken a  h i t  f rom th is  as  wel l?  
 MR.  BASSETT:   I t ' s  taken a  h i t  but  a  much smal ler  h i t  because  
the i r  bus iness  tha t  was  los t  in  the  U.S.  for  a t  leas t  some t ime was  
largely  replaced by expor t ing  the  same mater ia l  to  China .   So they 



 

 

basica l ly  had a  new se t  of  cus tomers .  
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 HEARING COCHAIR HOUSTON:  Okay.  
 MR.  BASSETT:   They weren ' t  as  af fec ted  as  we were  by any 
s t re tch .  
 HEARING COCHAIR HOUSTON:  Mr.  Chesnut t ,  I  have  a  
ques t ion for  you.   About  a  year  and a  hal f  ago,  my husband and I  were  
in  Turkey,  in  the  middle  of  nowhere  Turkey in  a  donkey car t .   No one 
spoke Engl ish ,  and we were  a t  a  text i le  fac tory .   We watched the  
s i lkworms get t ing  pul led  out  of  the  barre l  and made the  s i lk  rugs .   And 
here  we were  in  the  middle  of  nowhere  Turkey,  and a l l  they ' re  ta lk ing 
about  i s  China  through our  in terpreter  and how China  i s  jus t  k i l l ing  
Turkish  rugs .  
 And they ta lked about  some f r iends  they had in  Afr ica  who are  
having--South  Afr ica  in  par t icular - -who are  having the  same problem 
with  the  dumping of  cheap product  by China .    
 I  wondered,  in  your  indust ry ,  i s  there  a  d ia logue wi th  o ther  
countr ies?   Have you ident i f ied  ways  tha t  countr ies  can get  together  
and ta lk  about  th is  problem and br ing i t  to  a  wor ld  body,  or  i s  i t  an  
i so la ted  country-by-country  i ssue?  
 MR.  CHESNUTT:  Cer ta in ly  there  has  been dia logue,  and i f  
you ' l l  excuse  me--what  was  the  group wi th  the  Turks  tha t  we had the  
d ia logue--  
 AUDIENCE MEMBER:  GAFTT,  the  Global  Al l iance  for  Fai r  
Text i le  Trade .  
 MR.  CHESNUTT:  The Global  Al l iance  for  Fai r  Text i le  Trade .   I  
can ' t  ge t  a l l  the  acronyms r ight .   And cer ta in ly  China  i s  a  threa t  to  a l l  
of  the  world ,  and to  fo l low on what  you sa id  about  the  logging in  the  
ar t ic le  in  the  New York Times ,  i f  you wi l l  look a t  a  recent  ar t ic le  in  
the  New York Times  about  the  pr ice  tha t ' s  been paid  in  the  
environment ,  because  of   the  text i le  indust ry ,  the  r ivers  are  running 
red  because  the  b igges t  kni t t ing  mi l l  in  the  country  i s  dumping a l l  of  
the i r  e f f luents  in  the  r iver  wi thout  be ing t rea ted .  
 Yes ,  i t ' s  an  i ssue  in  the  wor ld  wi th  China  and i t s  dominance  for  
a l l  the  reasons  tha t  I  have  out l ined ear l ie r  about  the  reason tha t  China  
can dominate  the  text i le  and appare l  indust ry .  
 I  ge t  very ,  very  concerned tha t  our  la rges t  expor t  market  i s  
Centra l  America ,  and Centra l  America  i s  beginning to  reach the  point  
tha t  i t  s imply  can ' t  compete  wi th  China .   I t  should  be  a  b ig  concern  for  
the  Sta te  Depar tment  wi th  Chavez  jus t  a  few miles  away and Noriega  
down in  Nicaragua,  a l though there  are  some American inves tments  in  
Nicaragua,  i t  should  be  a  grea t  concern ,  and i t  i s  a  grea t  concern  for  
our  indust ry  because  many of  those  expor ts  tha t  we make ac tual ly  go 
in to  Centra l  America  and come back here  duty  f ree  and quota  f ree .  
 HEARING COCHAIR HOUSTON:  Thank you.  



 

 

 HEARING COCHAIR FIEDLER:  Commiss ioner  Wessel .  
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 COMMISSIONER WESSEL:   Thank you,  gent lemen.   Very 
helpful  tes t imony.   Mr.  Basse t t ,  I  want  to  unders tand a  l i t t le  b i t  more  
about  your  opera t ions .   I  fo l lowed the  case  qui te  c lose ly ,  the  one  tha t  
was  brought .   Are  you a  publ ic  company?   Publ ic ly  t raded?  
 MR.  BASSETT:   We' re  not  a  l i s ted  company,  but  we have 
something over  150 shareholders  and we do provide  our  f inancia l  
informat ion to  those  shareholders  and bas ica l ly  anyone e lse  who asks .  
 So we 're  not  technical ly  by the  SEC I  th ink a  l i s ted  company,  but  our  
informat ion i s  publ ic .  
 COMMISSIONER WESSEL:   You 're  c losely  held .  
 MR.  BASSETT:   We' re  a  c lose ly  held  company,  sure .  
 COMMISSIONER WESSEL:   So you don ' t  face  the  pressures  tha t  
many of  the  o ther  f i rms in  the  furni ture  indust ry  face  f rom Wal l  S t ree t  
and penny off  es t imates ,  tha t  k ind of  th ing?  
 MR.  BASSETT:   No.   And that  af fords  us  some longer  t ime 
hor izons  to  make what  we th ink are  some bet ter  decis ions .  
 COMMISSIONER WESSEL:   Are  you,  and Mr.  Chesnut t ,  I 'm a lso  
in teres ted  in  the  same l ine  of  ques t ioning for  you,  do  you face  any 
issues  wi th  your  banks  when you 're  looking for  credi t ,  assuming 
per iodica l ly  you ' re  ge t t ing  credi t  l ines ,  tha t  they ' re  saying to  you,  you 
rea l ly ,  you ' re  going to  do bet ter  i f  you go overseas?   Are  you get t ing  
pressure  f rom anyone?   Are  you unique  because  of  be ing the  c lose ly  
held ,  family-or iented  business ,  tha t ,  you know,  you ' re  the  guys  who 
are  going to  s tay  here .   The guys  who go to  the  open market  for  cash  
can ' t  succeed?  
 MR.  BASSETT:   Absolute ly ,  and there ' s  some informat ion I  
know in  the  ITC repor t ,  the  f ina l  one  on furni ture- - i t  doesn ' t  l i s t  the  
par t icular  companies ,  but  some aggregate  informat ion tha t  inc ludes  a  
lo t  of  those  publ ic  companies  who ta lk  about  some of  tha t .   We 're  very  
for tunate  in  tha t  my fa ther ,  who has  run our  company for  some t ime,  
had the  fores ight  to  look back about  s ix  or  seven years  ago and saw 
what  was  coming and took our  company f rom a  pos i t ion  of  being in  
debt ,  a l though not  reckless ly  in  debt ,  to  not  only  not  in  debt ,  we have 
a  s igni f icant  amount  of  cash  in  the  bank.  
 That  f inancia l  pos i t ion  i s  par t  of  what 's  a l lowed us  to  weather  
th is  s torm.   I ' l l  be  the  f i rs t  to  say  tha t  today in  U.S.  bedroom 
manufactur ing,  i f  you ' re  not  100 percent  commit ted  to  what  you ' re  
doing,  i f  your  workers  aren ' t  commit ted  to  compet ing,  i f  you ' re  not  
commit ted  to  put t ing  the  money in to  your  p lants  and equipment  to  be  
the  absolute  bes t  compet i tor  you can,  nothing on the  books ,  inc luding 
ant idumping,  i s  going to  save  you.  
 I ' l l  a l so  say  tha t  a  lo t  of  companies  inc luding some publ ic  
companies ,  the  fac t  they c losed the i r  p lants  was  a  se l f - fu l f i l l ing  



 

 

prophecy.  I f  you go back and look a t  the  money they were  re inves t ing  
in to  these  p lants ,  as  long as  seven or  ten  years  ago,  we had a  very  easy  
t ime compet ing wi th  them because  we have for  decades  made the  
necessary  inves tment  to  be  compet i t ive .  
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 Those  domest ic  compet i t ion  we have tha t  d idn ' t  do  i t  f rankly  we 
had a  grea t  deal  of  success  compet ing agains t  even before  the  Chinese  
d id .   So  for  some of  these  companies ,  i t  was  very  much a  se l f - fu l f i l l ing  
prophecy,  and I  wi l l  te l l  you tha t  wi th the  laws on the  books  today and 
the  ant idumping order ,  i f  we don ' t  s tay  commit ted ,  we won ' t  s tay  in  
bus iness .  
 COMMISSIONER WESSEL:   Fina l  ques t ion ,  again ,  the  same 
l ine .   The Depar tment  of  Commerce  i s  consider ing once  again  a l lowing 
indust r ies  in  China  to  be  considered to  be  market -based ra ther  than 
going off  and doing the  whole  country  as  market -based,  which would  
change ant idumping and other  ca lcula t ions .   Do you consider  the  
furni ture  indust ry  to  be  market -based?  
 MR.  BASSETT:   No.   Can I  add one quick  th ing?   In  addi t ion  to  
p lenty  of  government  help  for  these  companies  and subsidies  and 
government  in ter ference  wi th  a  lo t  of  these  companies  and government  
contro l  over  these  companies ,  you have so  many inputs  to  what  i t  takes  
to  make a  p iece  of  furni ture  tha t  a re  not  par t  of  market  economies .   
S tar t  wi th  the  labor .   Labor  in  China  i s  not  market  economy labor .   
That  i s  a  s igni f icant  input  in  furni ture .  
 How can you have a  market  economy indust ry  in  China  tha t  
depends  on labor  where  they ' re  not  a l lowed to  f ree ly  organize ,  among 
other  th ings .   You can go r ight  on  through i l legal  logging.   You can go 
on t imber  tha t ' s  provided f rom Chinese  land,  of  course .   The vas t ,  vas t  
major i ty  of  Chinese  land is  government  owned.   The vas t  cos t  of  
t imber  i s  not  in  the  cos t  of  the  wood i t se l f ,  but  the  r ights  to  cut  tha t  
t imber .   I f  the  government  owns i t ,  they can essent ia l ly  g ive  i t  away.  
 So whi le  there  may be  some fore ign ownership  of  furni ture  
fac tor ies  in  China ,  i t ' s  absolute ly  incorrec t  to  consider  tha t  i t  could  be  
considered market  or iented .  
 COMMISSIONER WESSEL:   Thank you.  
 MR.  CHESNUTT:  Back to  your  or ig inal  ques t ion ,  though,  as  far  
as  banking is  concerned,  and we too are  very  for tunate  because  our  
company is  essent ia l ly  debt  f ree .   My bank is  a  Cal i fornia  bank,  and 
tha t ' s  in teres t ing  tha t  the  Nor th  Carol ina  banks  don ' t  suppor t  the  
text i le  indust ry ,  and I  say  tha t  a t  30 ,000 fee t  as  a  genera l  s ta tement .   I t  
i s  very  d i f f icul t  for  the  text i le  indust ry  to  have  access  to  capi ta l .  
 In  terms of  being a  publ ic-owned company,  in  our  case ,  we ' re  an  
ESOP,  and the  employees  own a lmost  60  percent  of  the  s tock.   Very ,  
very  d i f f icul t  to  meet  wi th  your  employees  every  quar ter  and know 
that ' s  the  bas is ,  the  corners tone  of  the i r  re t i rement .  



 

 

 So  to  look those  employees  in  the  eye ,  and we share  a l l  of  our  
numbers  every  quar ter  wi th  our  employees ,  i s  very  d i f f icul t  when you 
know that  you hold  in  your  control ,  i f  you wi l l ,  in  making management  
decis ions  wi th  your  management  team what  the i r  fu ture  may be  in  
te rms of  the i r  re t i rement .  
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 We 've  ta lked about  a  lo t  of  th ings  here  today.   I f  you look a t  
Nor th  Carol ina ,  and I  th ink tha t  many t imes  tha t  Wal l  S t ree t ,  
Washington,  Rale igh,  Nor th  Carol ina ,  and some of  my f r iends  in  
academia  are  complete ly  out  of  touch wi th  Main  St ree t ,  and especia l ly  
in  Nor th  Carol ina  because  Main  St ree t  to  so  many people  in  Nor th  
Carol ina  i s  Char lo t te ,  the  Tr iad ,  the  Tr iangle ,  Greenvi l le  and 
Wilmington.   I t ' s  grea t .  
 But  have you been to  Wilson and Rocky Mount  and Lincolnton,  
and many other  towns tha t  you can ta lk  about  in  Nor th  Carol ina  tha t  
a re  rea l ly  in  tough shape?   In  our  company,  our  average  age  of  our  
employee  increases  one  year  every  year .   No one leaves .   I  have  a  
very ,  very  o ld  workforce .  
 Our  company spends  $6,500 per  year  on  our  heal th  care  p lan ,  
every  year .   Our  employees  look a t  what  they ' re  pa id ,  and our  average  
pay is  pre t ty  good in  the  s ta te  of  Nor th  Carol ina  because  our  people  
have  been around a  long t ime.   But  they rea l ly  have  no c lue ,  a l though 
we pass  tha t  on  as  a  p iece  of  informat ion,  how much money we spend 
for  heal th  care .  
 We've  had to  go through r ight -s iz ing,  downsiz ing,  i f  you wi l l .   
We 're  a  smal ler  company than we were ,  and I ' l l  g ive  you one  anecdota l  
s tory .   At  the  Hampton Inn Ri tz  in  Washington,  Nor th  Carol ina ,  which 
is  when you come to  Washington,  you s tay  a t  the  Hampton Inn or  the  
Comfor t  Inn .   The Hampton happens  to  be  newer .   And I  see  th is  lady 
that  worked for  our  company and got  caught  in  the  r ight -s iz ing,  in  the  
morning having breakfas t ,  p icking up fe l low employees  or  cus tomers ,  
whomever  may come to  town.  
 Everyday tha t  I  see  her ,  she  says ,  Mr.  J im,  I  rea l ly  would  l ike  to  
come back to  my job a t  Nat ional  Spinning.   She  sa id  I  come here  every  
morning a t  four  o 'c lock,  and I  put  out  the  buffe t  for  breakfas t .   That ' s  
f in ished and put  away by about  9 :30 and I  go  over  to  the  EconoLodge 
and I  c lean my block of  rooms,  and the  number  of  hours  tha t  I  ge t  i s  
based on the  number  of  people  tha t  s tay  there  the  n ight  before .   Two 
jobs .  
 She  sa id  I 've  been to  New Bern,  Greenvi l le ,  Wil l iamston,  
Washington,  t ry ing to  f ind  a  job .   Now,  she  doesn ' t  have  a  lo t  of  
educat ion ,  but  she 's  jus t  a  grea t  woman.   She  sa id  I  have  no heal th  
care .   I  have  no vacat ion  pay.   I  have  no denta l  p lan .   I  don ' t  have  a  
401(k)  as  I  had when I  was  your  company,  and th is  i s  the  k ind of  
th ings  tha t  many,  many,  many people  in  our  s ta te  tha t  you were  in  your  



 

 

indust ry  and my indust ry  and a  lo t  of  o thers  face  everyday when they 
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 And I 'm going to  g ive  her  back a  job  one  of  these  days .   I 'm not  
sure  when,  but  one  day we ' l l  f ind  her  a  job .  
 COMMISSIONER WESSEL:   Thank you.  
 CHAIRMAN BARTHOLOMEW:  That ' s  a  very  compel l ing  
tes t imony that  you both  are  g iv ing.   Thank you very  much.   Thank you 
a lso  for  having some concre te  sugges t ions  as  to  what  the  pol icymakers  
in  Washington can do.   Mr.  Chesnut t ,  in  par t icular ,  you 've  ment ioned a  
few that  we haven ' t  heard  before .   So tha t ' s  rea l ly  good,  and I  would  
a lso  l ike  to  rea l ly  acknowledge apprecia t ion  for  focus ing,  for  your  
focus  on smal l  and medium-sized enterpr ises  because  they of ten  have 
chal lenges  jus t  taking advantage  of  the  remedies  tha t  a re  out  there  tha t  
o ther  companies  don ' t  have .  
 Mr.  Basse t t ,  I ’d  l ike  to  ask  a  ques t ion  tha t  focuses  on product  
safe ty .   Obviously ,  there 's  been a  lo t  in  the  news la te ly  about  
formaldehyde in  c lo th ing and pet  food problems and toothpas te  
problems,  and I  not iced in  American meta l  markets  the  o ther  day tha t  
some people  who are  buying tubing f rom China  need to  s tar t  a t  leas t  
doing some more  qual i ty  contro l  and be  concerned about  what 's  going 
on.  
 Should  American consumers  be  concerned about  how the  wood 
that ' s  used in  Chinese  produced bedroom furni ture  i s  t rea ted?    
 MR.  BASSETT:   Sure .   I t  not  only  can conceivably  heal th  
impl ica t ions--obviously ,  there  are  environmenta l  impl ica t ions--some 
other  i ssues  are  the  f in ishing mater ia ls  used on furni ture ,  everything 
f rom lacquers  to  s ta ins  to  pain ts .   Lead is  one  i ssue .   I  th ink Cal i fornia  
i s  the  only  s ta te  in  the  union wi th  the  formaldehyde s tandard ,  but  
tha t ' s  an  i ssue  as  wel l .  
 Probably  the  b igges t  h indrance  to  watching th is  more  c lose ly  
r ight  now in  ta lk ing to  o ther  people  in  the  indust ry  are  chain  of  
cus tody issues :  who a t  the  end of  the  day i s  responsib le  for  i t?   In  a  lo t  
of  cases ,  the  bedroom furni ture  f rom China  i s  be ing sold  to  a  U.S.  
someone who was  once  a  manufacturer ,  i s  now a  d is t r ibutor ,  who 's  
rese l l ing  i t .   In  some cases ,  i t ' s  going di rec t ly  to  the  re ta i ler .   
 In  the  ins tance  of  formaldehyde,  i t  can  be  par t ic le  board  of  f iber  
board  or  p lywood wi th in  the  furni ture .   Then you have to  go back to  
who ac tual ly  i s  responsible  for  de termining tha t  tha t  par t ic le  board  or  
f iber  board  meets  a  cer ta in  s tandard .   I s  i t  the  manufacturer?   I s  i t  who 
bought  the  board?   Is  i t  who bought  the  furni ture?  Is  i t  who impor ted  
the  furni ture?   I s  i t  who re ta i led  i t  to  the  U.S.  consumer?  
 There  are  CPSC issues ,  par t icular ly  wi th  chi ldren 's  furni ture ,  
bunk beds ,  c r ibs  tha t  involve  everything f rom again  th ings  l ike  lead  
paint ,  to  in  the  case  of  bunk beds ,  i f  you were  to  snag pajamas  or  



 

 

something on i t ,  potent ia l ly  get t ing  hung.   There  are  t ipabi l i ty  i ssues .   
Smal l  chi ldren  somet imes  get  up  to  the  top  of  a  ta l l  ches t ,  s tar t  pul l ing  
out  the  drawers  and c l imb up them l ike  a  ladder .  
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 Again ,  i t ' s  a  l i t t le  b i t  the  Wild  West  out  there  in  te rms of  
impor ts .   I  can ' t  remember  the  name of  the  company,  but  the  one  who 
has  most  recent ly  had t rouble  wi th  defect ive  t i res ,  who bas ica l ly  i s  an  
impor ter ,  not  a  manufacturer ,  who or ig inal ly  when they sa id  they were  
going to  have  to  do a  t i re  recal l ,  they sa id ,  look,  a l l  we do is  se l l  the  
t i res ;  we don ' t  have  the  money to  recal l  a l l  these  t i res .  
 And,  f ina l ly ,  they bas ica l ly  sa id ,  we ' l l  reca l l  them t i l l  the  money 
runs  out .   You know ul t imate ly  when you 're  ta lk ing about  impor ters  
and fac tor ies  in  China ,  there  of ten  i s  nobody essent ia l ly  here  in  the  
U.S.  wi th  any rea l  resources  to  bas ica l ly  get  your  hands  on.  
 CHAIRMAN BARTHOLOMEW:  I  th ink one of  the  i ssues  that  
has  come up wi th  a l l  of  th is  product  safe ty  i s  tha t  people  are  s tar t ing  
to  th ink about  the  chain  of  product ion.   I  bought  a  pe t  toy  recent ly  for  
a  ca t  and i t  was  procla imed tha t  i t  was  handcraf ted  in  Pennsylvania  of  
organica l ly  grown Pennsylvania  ca tn ip ,  and as  I  bought  th is ,  I  thought ,  
I  have  no idea  where  the  fabr ic  tha t  i t  was  made out  of  was  produced 
and what  chemicals  might  have  been in  tha t  fabr ic .  
 So ,  Mr.  Chesnut t ,  a re  there  s imi lar  concerns  in  terms of  th ings  
tha t  a re  being made out  of - -  
 MR.  CHESNUTT:  There  could  be ,  and you 've  seen that  New 
Zealand has  jus t  had some act ion  agains t  China  because  they found 
some chemicals  tha t  were  used to  f in ish  fabr ics  in  China  tha t  might  not  
have  been what  they should  have been.   I  do  bel ieve  tha t  we ' re  going 
to  see  some of  tha t  coming in to  th is  country .   I t  jus t  hasn ' t  presented  
i t se l f  ye t .  
 One other  i ssue ,  and kind of  your  comment ,  and Mr.  Basse t t  
cer ta in ly  knows th is ,  but  the  concern  tha t  I  have  about  our  indust ry  i s  
our  cus tomers .   The two major  producers  of  uphols tery  fabr ic  in  th is  
country  have gone bankrupt  th is  year ,  two of  my very  b ig  cus tomers .   
The furni ture  manufacturers  tha t  made uphols tered  furni ture  in  th is  
country  cer ta in ly  p layed a  par t  in  the i r  demise  because  of  impor ts  or  
because  of  pushing pr ices  down so  much tha t  i t  s imply  wasn ' t  feas ib le  
or  not  poss ib le  to  make a  prof i t .  
 And jus t  in  the  las t  few weeks ,  the  furni ture  people ,  the  
uphols tery  people ,  a re  ca l l ing  us  and asking where  can we get  the  
goods  now?  The inf ras t ructure  to  do lots  of  th ings  in  th is  country  i s  
coming apar t  and we might  th ink every  morning when we get  up  tha t  
there 's  something tha t  might  can happen to  get  i t  back or  to  ge t  par t  of  
i t  back,  but  how long would  i t  take  you to  tool  up  to  get  i t  back in  th is  
country  because  many of  the  grea t  text i le  p lants  have  been dismant led  
and auct ioned off  and expor ted .  
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 MR.  CHESNUTT:  I t ' s  a  b ig  concern ,  and,  I 'm sure  th is  
Commiss ion shares  those  concerns  tha t  our  infras t ructure  i s  coming 
apar t .  
 CHAIRMAN BARTHOLOMEW:  One quick  comment ,  and tha t  i s  
the  i rony of  Nor th  Carol ina  banks  not  suppor t ing  the  text i le  indust ry  
but  Cal i fornia  banks  doing so ,  and,  of  course ,  one  of  our  great  
Cal i fornia  banks  i s  now headquar tered  here  in  Nor th  Carol ina .  
 MR.  CHESNUTT:  That ' s  r ight .  
 CHAIRMAN BARTHOLOMEW:  In teres t ing.  
 MR.  CHESNUTT:  My previous  employer  as  a  mat ter  of  fac t .   
My bank is  Wel ls  Fargo.   My commercia l  i s  in .   Okay.  
 HEARING COCHAIR FIEDLER:  Mr.  Basse t t ,  you made 
reference  in  your  tes t imony to  c i rcumvent ion of  the  ant idumping 
orders  as  a  resul t  of  inves t iga t ion .   Even though i t  may be  a  l i t t le  
arcane ,  le t ' s  ta lk  about  what  they do to  get  around our  decis ions .   
 MR.  BASSETT:   The f i rs t  th ing I 'd  say  i s  br ief ly ,  and I  th ink in  
common Engl ish  I  can  ta lk  about  combinat ion  ra tes ,  which i s  
ext remely  impor tant .   In  your  handout ,  you ' l l  see  there 's  a  lo t  more  
informat ion,  a  lo t  more  technica l  than I 'm going to  get .   P lease  read i t .  
 But  very  s imply ,  an  individual  expor ter ' s  ra te  out  of  China  i s  based on 
tha t  expor ter ' s  ra te .  
 In  the  case  of  the  furni ture  ant idumping inves t iga t ion ,  there  are  
l i te ra l ly  over  a  hundred expor ters ,  probably  hundreds  of  expor ts ,  
severa l  hundred,  maybe thousands  of  bedroom furni ture  manufacturers  
in  China .  
 So there  i s  a  huge number  of  these  companies  out  there .   The 
individual  companies  have  a  wide  ar ray  of  ra tes .   Some companies  
were   individual ly  inves t iga ted  and have the i r  own ra te .  In  the  or ig inal  
inves t iga t ion ,  there 's  a  ra te  tha t  appl ies  to  a  grea t  number  of  
companies .   In  the  f i rs t  adminis t ra t ive  review,  there 's  a  d i f ferent  ra te  
tha t  appl ies  to  another  hunk of  companies ,  but  the  ra tes  range f rom 
hal f  a  percent  to  216 percent .  
 Because  there  i s  such a  wide  d ispar i ty  in  ra tes ,  there 's  a  grea t  
incent ive  on the  par t  of  Chinese  manufacturers  i f  they have  a  h igh ra te  
to  ac tual ly  sh ip  the i r  product  through another  expor ter  who has  a  lower  
ra te .   And there 's  a  grea t  deal  of  oppor tuni ty  to  do i t  because  there  are  
so  many di f ferent  companies  over  there .  
 In  the  most  recent  adminis t ra t ive  review,  which i s  the  second 
review,  the  Commerce  Depar tment  has  named three  mandatory  
respondents .   These  are  the  three  b igges t  expor ters  who were  lef t  on  
the  l i s t  of  potent ia l  companies  to  be  inves t iga ted  in  the  second 
adminis t ra t ive  review.  
 What  tha t  means  i s  i f  you weren ' t  one  of  these  three  b igges t  



 

 

companies ,  your  individual  informat ion i s  not  going to  go looked a t ,  so  
i f  you ' re  not  one  of  the  b igges t  three  or  four  or  ten  companies  over  
there ,  you can ac t  wi th  a  grea t  deal  of  impuni ty .  
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 A combinat ion ra te ,  why I  cannot  expla in  i t  very  wel l  
technica l ly ,  i t  wi l l  not  only  look a t  an  expor ter ' s  individual  ra te ,  i t  
wi l l  a lso  look a t  the  ra te  of  any other  manufacturer  they are  expor t ing  
product  for .  
 What  i t  wi l l  do  i s  ra ise  the  r i sk  to  those  who expor t ,  who t ry  to  
c i rcumvent  the  order .   So much of  the  ef for t  we put  forward and the  
Commerce  Depar tment  has  put  forward  can l i te ra l ly  be  c i rcumvented  in  
a  snap.   Al l  i t  takes  i s  the  wi l l  of  tha t  expor ter  or  manufacturer  in  
China  to  do i t .  
 The  Commerce  Depar tment  has  a l ready s ta ted  tha t  they have  the  
author i ty  to  ass ign combinat ion  ra tes .   They do i t  in  inves t iga t ions  
now.   Unfor tunate ly ,  they changed tha t  pol icy  s ince  our  or ig inal  
inves t iga t ions ,  and they do i t  in  adminis t ra t ive  reviews.   They 've  
s imply  decl ined to  do i t  in  our  case  whi le  a t  the  same t ime they 've  
acknowledged the  huge threa t  to  our  indust ry .  
 The only  th ing I  can  say  i s  we are  indebted  to  the  Commerce  
Depar tment  because  wi th  a  f in i te  amount  of  resources ,  we th ink 
they 've  done a  grea t  job  wi th  an  incredibly  b ig  and complex case  in  
bedroom furni ture .  
 Our  ant idumping case  agains t  China  in  bedroom furni ture  i s  the  
b igges t  case  tha t ' s  ever  been brought  agains t  China  in  a  dumping case .  
 I t ' s  a lso  ext raordinar i ly  complex.   Unl ike  s tee l  or  some chemicals  
where  there  are  a  fa i r ly  l imi ted  number  of  inputs  to  f igure  out  and cos t  
in  the  sa le  of  the  product ,  in  furni ture ,  there  are  tens  of  thousands .  
 The Commerce  Depar tment  we th ink is  doing a  grea t  job  wi th  the  
resources  they have.   To s tar t  looking a t  combinat ion  ra tes  might  
crea te  some addi t ional  work,  might  crea te  some addi t ional  complexi ty  
for  them.   But  wi thout  looking a t  these  combinat ion  ra tes ,  there  i s  a  
huge loophole  open for  bas ica l ly  the  b igges t  cheaters  in  China  to  cheat  
and get  away wi th  i t  scot - f ree ,  and i t  has  a  d i rec t  impact  on  our  
bus iness  and our  workers .  
 HEARING COCHAIR FIEDLER:  Thank you very  much.   Any 
other  ques t ions  by anyone?  
 MR.  CHESNUTT:  By the  way,  as  you wel l  know,  ant idumping or  
countervai l ing  duty  cases  in  our  case  i s  a lmost  imposs ib le  because  we 
don ' t  have  s tanding.  
 HEARING COCHAIR FIEDLER:  Yes .  
 MR.  CHESNUTT:  So i t ' s  a  very  d i f f icul t  i ssue .   One other  i ssue  
as  i t  re la tes  to  my company 's  segment  of  the  indust ry  and a  la rge  par t  
of  the  indust ry  in  th is  country ,  there  i s  no  acryl ic  f iber  made in  the  
Uni ted  Sta tes  of  America ,  zero .   We pay an  average  duty  for  every  
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 So  we 're  paying duty ,  a  tax  on our  company,  for  a  product  
coming in to  th is  country  tha t  i s  no  longer  made here .   So we get  grea t  
suppor t  f rom our  government .  
 HEARING COCHAIR FIEDLER:  That ' s  n ice .   Commiss ioner  
Wortze l .  
 COMMISSIONER WORTZEL:  Mr.  Basse t t ,  I  wonder  i f  I  could  
take  you back to  Xinj iang for  a  minute  here .  
 MR.  BASSETT:   Sure .  
 COMMISSIONER WORTZEL:   I t  a l so  s t ruck me as  you were  
descr ib ing th is  tha t  there 's  jus t  no  raw mater ia ls  there .   I t ' s  a l l  got  to  
come in  by ra i l  or  road.   When you begin  to  fac tor  in  a l l  these  o ther  
cos ts ,  you haven ' t  so  much as  sa id  so ,  but  you ' re  rea l ly  sugges t ing  very  
heavy s ta te  subs id ies  in  order  to ,  I  infer ,  to  ga in  market  share .  
 MR.  BASSETT:   Sure .   Absolute ly .   In  the  case  of  bedroom 
furni ture ,  about  ha l f  of  the  to ta l  cos t  of  our  product  i s  mater ia l ,  
producing i t  here  in  the  Uni ted  Sta tes .   In  severa l  cases ,  the  product  i s  
be ing produced in  China  i s  wel l  under  hal f  of  our  to ta l  cos ts .   So 
they ' re  producing i t ,  en t i re  product ion cos ts  or  sa les  pr ice  for  in  some 
cases  subs tant ia l ly  less  than our  mater ia l  cos ts .  
 COMMISSIONER WORTZEL:  Do you know where  they ' re  
ge t t ing  th is  lumber  in to  Xinj iang f rom? 
 MR.  BASSETT:   Not  speci f ica l ly ,  no .   We cer ta in ly  know a  lo t  
of  i t  comes f rom Russ ia .  
 HEARING COCHAIR FIEDLER:  Yes ,  th is  ac tual ly  may be  the  
Russ ian  t imber .  
 COMMISSIONER WORTZEL:   You think th is  i s  the  Russ ian  
s tuff  coming down? 
 HEARING COCHAIR FIEDLER:  Yes ,  yes .  
 MR.  BASSETT:   At  leas t ,  according to  what  I 've  read,  Russ ia  i s  
not  even absolute ly  t ickled  about  i t .   They fee l  l ike  i t  i s  not  benef ic ia l  
to  the i r  economy to  the  extent  the  lumber  i s  coming out  and they have 
laws agains t  i t .   They have  l imi ts  on  what  should  be  expor ted .   They 
would  ra ther  see  tha t  lumber  s tay in  Russ ia  and contr ibute  to  the i r  
economy.  
 Again ,  br ibery  i s  so  easy  and prevalent  a long the  border ,  i t ' s  not  
a  compl ica ted  th ing to  do.   Again ,  the  New York Times  ar t ic le  and 
Washington Post  a r t ic le  has  a  lo t  more  informat ion about  i t  than I  
provided.  
 COMMISSIONER WORTZEL:   Mr.  Basset t ,  I  wonder  i f  you 
would  again  descr ibe  th is  da tabase  tha t  hasn ' t  been updated  s ince  
2004?  
 HEARING COCHAIR FIEDLER:  Mr.  Chesnut t .  
 COMMISSIONER WORTZEL:  Mr.  Chesnut t .   I 'm sorry .   



 

 

Because  I  would  rea l ly  l ike  to  capture  tha t  in  the  annual  repor t  we 
have to  wri te .   That ' s  something tha t  needs  to  be  correc ted .  
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 MR.  CHESNUTT:  That ' s  the  Commerce--  
 COMMISSIONER WORTZEL:  And what  i t  would  do for  your  
indust ry  i f  i t  was  updated?  
 MR.  CHESNUTT:  I t ' s  the  Commerce  Depar tment  da tabase  of  the  
subs id ies  tha t  a re  avai lable  to  the  text i le  and appare l  producers  in  
China .   I t  would  be  great  informat ion to  have  so  tha t  loaded wi th  tha t  
da ta ,  tha t  we could  cer ta in ly  go to  Commerce  or  Trade  or  wherever  we 
have to  go in  order  to  make our  case .   And i t  jus t  s imply  doesn ' t  ge t  
updated .  
 Maybe i t ' s  lack  of  s taf f .   Maybe they were  a l l  working on the  
bedroom furni ture .  
 HEARING COCHAIR FIEDLER:  Al l  two of  them.  Yes .  
 MR.  CHESNUTT:  But ,  you know,  i t  would  be  grea t  to  have  up-
to-date  informat ion.  
 COMMISSIONER WORTZEL:   Thank you.  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Videnieks .  
 COMMISSIONER VIDENIEKS:   A br ief  ques t ion to  both  of  you.  
 I t  appears  tha t  PRC doesn ' t  have  to  do i t ,  but  I 've  heard  f rom a  lady in  
the  furni ture  bus iness- -she  ins ta l l s  shelving and s tuff  in  schools  in  
Pennsylvania- - tha t  apparent ly  China  has  fac tory  ships  s ta t ioned 
outs ide  the  cont inenta l  l imi t  tha t  a re  able  to  compete .   Jus t  l ike  I 've  
heard  about  f i sh  products  and so  for th .   
 The  ques t ion  i s  have  you heard  about  th is  in  the  text i le  indust ry  
or  the  furni ture  indust ry  tha t  such an  approach is  be ing taken by 
China ,  be ing considered?   I t ' s  anecdota l .  
 MR.  BASSETT:   That ' s  a  new one on me.  
 HEARING COCHAIR FIEDLER:  I t ' s  h is tor ica l ly- -when we sold  
logs  to  Japan,  the  ships  tha t  the  Japanese  sent  over  processed the  logs  
pr ior  to  landing in  Japan.   That  technology has  exis ted  on the  sea  for  
two decades .  
 MR.  CHESNUTT:  I  have not  heard  of  process ing any text i le  on  
the  shipboard .   Only  the  logs  and cer ta in ly  seafood process ing tha t  
may go on.  
 HEARING COCHAIR FIEDLER:  Yes .  
 MR.  CHESNUTT:  That  may occur  on the  boat .  
 COMMISSIONER VIDENIEKS:   Thank you both .  
 HEARING COCHAIR FIEDLER:  Commiss ioner  Wessel .  
 COMMISSIONER WESSEL:   One more  ques t ion .   You didn ' t  
ment ion zeroing.   I s  tha t  an  i ssue  you spend t ime on as  wel l?  
 MR.  BASSETT:   That ' s  a  huge issue  wi th  us  absolute ly .  
 HEARING COCHAIR FIEDLER:  Could  you expla in  zeroing to  
the  res t  of  us?  



 

 

 MR.  BASSETT:   I ' l l  do  the  bes t  I  can .  

 

 
 
 
  

- 115 -

  

 CHAIRMAN BARTHOLOMEW:  You did  a  grea t  job  a l ready.   
We might  be  g iv ing you a l l  of  these  concepts  to  expla in  to  us .  
 MR.  BASSETT:   In  dumping inves t iga t ions ,  the  product  i s  
d iv ided up in to  I  be l ieve  they ' re  ca l led  CONNUMs,  but  d i f ferent  
groupings  of  d i f ferent  types  of  product ,  and dumping margins  are  
ca lcula ted  for  each of  those  products .   In  some cases ,  you have 
pos i t ive  margins .   In  some cases ,  you might  have  negat ive  margins .  
 I  be l ieve  the  current  pol icy  i s - -and then a t  the  end,  you take  a l l  
those  margins  and weighted average ,  put  them together ,  and come up 
wi th  a  f ina l  weighted  average  ra te .  
 I  th ink tha t  ac tual  ca lcula t ion  of  the  ra te  takes  the  negat ive  
margins  and puts  them to  zero  ins tead of  uses  them as  a  negat ive  
margin  to  offse t  the  pos i t ive  margins .   I  know there  has  been some 
cr i t ic ism maybe a t  the  WTO level  tha t  we do tha t .   I  don ' t  be l ieve  
we 're  the  only  ones  who do do i t .   I  know i t ' s  been pol icy  for  qui te  
awhi le .  
 Again ,  in  our  indust ry ,  there  i s  such a  huge var ie ty  of  products .   
One th ing that  would  hur t  us  ter r ib ly  i s  i f ,  again ,  not  only  do you have 
beds ,  you have king beds ,  queen beds ,  twin  beds ,  fu l l  beds ,  bunk beds ,  
lof t  beds ,  s torage  beds ,  you have headboards ,  footboards ,  ra i l s ,  
canopies ,  s teps .  
 You have dressers ,  ches ts ,  ches t  on  ches t ,  h ighboys ,  a rmoires ,  
mir rors ,  n ights tands .   I  can  go on and on and on.   There  i s  such a  wide  
var ie ty  of  product ,  what  would  hur t  us  i s  i f  to  the  extent  they could  
p ick  a  cer ta in  number  of  those ,  essent ia l ly  se l l  them at  essent ia l ly  a  
fa i r  pr ice ,  and use  tha t  to  offse t  the  products  tha t  a re  be ing sold  a t  a  
horr ib ly  unfa i r  pr ice .   I f  zeroing were  not  there ,  i t  might  a l low for  a  
way to  se lec t ive ly  s t i l l  a t tack  our  indust ry  and bas ica l ly  des t roy i t .  
 Now,  our  lawyers  in  Washington cer ta in ly  can do a  be t ter  job  of  
expla in ing the  res t  in  arguments  to  you,  but  unfor tunate ly  tha t ' s  about  
the  l imi t  of  my--  
 HEARING COCHAIR FIEDLER:  Actual ly ,  I  doubt  tha t .   
 COMMISSIONER WESSEL:   I t  would  take  them severa l  hours .   
As  I  unders tand i t ,  they expla ined i t  to  me,  i f  you ' re  s topped for  
speeding on the  h ighway,  going f ive  mi les  over  the  l imi t ,  what  the  
WTO is  saying,  wel l ,  i f  you didn ' t  speed for  the  las t  f ive  days ,  they ' l l  
g ive  you credi t  for  tha t .   So in  furni ture ,  you would  have no margins  
and i f  they do the  r ight  th ing on the  armoires  or  the  mir rors  or  
something,  they get  to  deduct  tha t  and you have whole  segments  tha t  
could  go out  of  bus iness .  
 MR.  BASSETT:   Absolute ly .   And there  are  whole  segments  of  
our  indust ry  tha t  no  longer  exis t  here .   For  ins tance ,  bunk beds .   There  
i s  no  longer  a  bunk bed indust ry  here .   Al l  bunk beds  are  essent ia l ly  



 

 

impor ted .   I f  they want  to  dr ive  the  pr ice  up on those ,  to  use  i t  to  
of fse t  underse l l ing  what  they are  compet ing wi th  us  tha t ' s  s t i l l  made 
here ,  i t ' s  k ind of  l ike  get t ing  a  get -out -of- ja i l  f ree  pass .  
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 HEARING COCHAIR FIEDLER:  Thank you very  much,  
gent lemen.   I t ' s  been very  educat ional .  
 MR.  BASSETT:   Thank you.  
 MR.  CHESNUTT:  Thank you.  
 HEARING COCHAIR FIEDLER:  We' l l  probably  be  ca l l ing  on 
you again .   We 're  now going to  break t i l l  3 :30 and have our  next  panel .  
 [Whereupon,  a  shor t  break was  taken. ]  
 
 CHAIRMAN BARTHOLOMEW:  Before  we begin  our  next  panel ,  
I  jus t  wanted to  thank the  people  here  who helped put  th is  hear ing 
together  for  us .   Par t icular ly ,  again ,  I 'd  l ike  to  acknowledge Tom 
Mart ineau,  the  China  Projec ts  manager ,  the  Associa te  Provost  for  
In ternat ional  Affa i rs  and Ins t i tu te  for  Global  Heal th  and Infec t ious  
Diseases .  
 I 'd  a lso  l ike  to  acknowledge the  ass is tance  of  Jennie  Baybour  
and Kat ie  Mackowiak,  who worked on logis t ics ,  and a lso  Cour t land 
Rudon who is  our  event  technology specia l i s t  today.   So thank you 
very  much to  everybody.   We rea l ly  apprecia te  your  ass is tance .   We 
wouldn ' t  be  able  to  do these  k inds  of  hear ings  wi thout  you.   I ' l l  turn  
the  hear ing over  to  Commiss ioner  Houston.  
 

PANEL VI:   THE HUMAN COSTS TO NORTH CAROLINA OF 
CHINA TRADE, AND AMELIORATING THOSE COSTS 

 
 HEARING COCHAIR HOUSTON:  I  have  to  say  we 've  a l l  been 
chat t ing ,  and i t ' s  been a  wonderful  exper ience  for  us  to  be  in  Nor th  
Carol ina .   I t ' s  jus t  been great .  For  our  f ina l  panel ,  we ' l l  hear  f rom Dr .  
James  Owen,  the  Pres ident  of  Piedmont  Communi ty  Col lege .  Dr .  Owen 
is  a  l i fe- long educator  who has  spent  most  of  h is  career  in  the  
communi ty  col lege  sys tems of  Nor th  Carol ina ,  Tennessee ,  Flor ida  and 
Georgia .  
 Nor th  Carol ina  has  a  reputa t ion  for  having a  very  s t rong 
communi ty  col lege  sys tem and for  i t s  innovat ive  ef for ts  in  re ta in ing 
displaced manufactur ing workers  for  the  new economy.   I  th ink we 
probably  should  send you to  Michigan.  
 We' l l  a lso  hear  f rom Thomas White ,  Direc tor  of  the  Divis ion of  
Employment  and Train ing in  the  Nor th  Carol ina  Depar tment  of  
Commerce .   Mr.  Whi te  holds  degrees  f rom Duke Univers i ty  and N.C.  
Sta te ,  so  he  i s  a lso  a  local .  
 The d iv is ion he  heads  has  the  responsibi l i ty  of  adminis ter ing  the  
Federa l  Workforce  Inves tment  Act ,  which i s  up  for  reauthor iza t ion  th is  



 

 

year ,  which I  guess  we need to  take  note  of .   Perhaps  we can take  back 
to  Washington some of  h is  suggest ions .  
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 Mr .  Whi te ,  i f  you wi l l  s tar t ,  tha t  would  be  great .  
 

STATEMENT OF MR. THOMAS J.  WHITE,  DIRECTOR 
BUSINESS AND INDUSTRY SERVICES,  NORTH CAROLINA 

DEPARTMENT OF COMMERCE, RALEIGH, NORTH CAROLINA 
 

 MR.  WHITE:   Thank you very  much and thank you for  
conduct ing these  hear ings  in  our  grea t  s ta te .   I 'm sorry  tha t  you had to  
point  out  tha t  b iographica l  a f f i l ia t ion  wi th  Duke and N.C.  Sta te—you 
jus t  ru ined my credibi l i ty  wi th  the  n ice  repor ter  f rom the  Dai ly  
Tarheel .    
 HEARING COCHAIR FIEDLER:  You didn ' t  th ink you were  
going to  be  able  to  pre tend;  d id  you?  
 CHAIRMAN BARTHOLOMEW:  Wai t ,  wai t .   I 'm a  Duke a lum so 
i t ' s  okay.  

 
 MR.  WHITE:   I  do  have the  p leasure  and pr iv i lege  of  working a t  
the  Divis ion of  Employment  and Tra in ing.   We're  current ly  undergoing 
a  reorganizat ion ,  and our  Workforce  Commiss ion and our  Sta te  Board  
and Divis ion of  Employment  and Tra in ing are  becoming the  Divis ion 
of  Workforce  Development  in  the  Nor th  Carol ina  Depar tment  of  
Commerce .  
 Our  organiza t ion  does  serve  as  the  grant  rec ip ient  and 
adminis t ra t ive  ent i ty  for  the  Federa l  Workforce  Inves tment  Act  
through which we serve  youth ,  adul ts  and dis located  workers .    
 In  our  las t  f i sca l  year ,  we served approximate ly  30,000 
individuals  wi th  $80 mil l ion  of  formula  funding in  a  var ie ty  of  
employment  and t ra in ing projec ts  and programs opera ted  and 
contrac ted  by our  24 local  area  Workforce  Development  Boards  
throughout  our  s ta te .  
 This  af ternoon,  we wi l l  focus  upon one growing segment  of  tha t  
popula t ion:  d is located  workers .   Our  d iv is ion  has  the  responsib i l i ty  to  
implement  our  governor 's  Rapid  Response  Program,  through which we 
provide  ear ly  in tervent ion  and comprehensive  t rans i t ional  services .  
 These  services  are  ac t iva ted  upon the  occas ion of  p lant  c losures  
or  downsiz ings  and s igni f icant  reduct ions  in  force  tha t  resul t  in  major  
worker  layoffs .  
 Rapid  Response  i s  perhaps  the  quintessent ia l  suppor t  service  
in tervent ion ,  and i t  remains  a  cr i t ica l  component  of  how we a t tempt  to  
mi t iga te  the  economic  impact  and the  socia l  upheaval  exper ienced by 
individuals ,  famil ies ,  ne ighborhoods  and communi t ies ,  and in  fac t  
regions  tha t  can  f requent ly  occur  as  a  resul t  of  the  major  job  loss  



 

 

precipi ta ted  by g lobal  compet i t ion  and re la ted  market  forces .  

 

 
 
 
  

- 118 -

  

 We would  respect ful ly  offer  the  Col l ins  and Aikman plant  
c los ing in  Roxboro,  Nor th  Carol ina  tha t  was  announced in  Apr i l  of  
2006 as  one  sa l ient  example  of  a  manufactur ing enterpr ise  tha t  was  
compel led  to  cease  opera t ions  of  i t s  automot ive  fabr ics  product ion 
fac i l i ty ,  in  ef fec t  put t ing  545 individuals  out  of  work.  
 Our  local  and s ta te  coordinated  rapid  response  ef for t  has  in  many 
respects  served as  a  model  for  an  ef fec t ive  in tervent ion,  and an  
ef f ic ient ,  e f fec t ive  deployment  of  our  ar ray  of  suppor t  services  tha t  a re  
del ivered in  such c i rcumstances ,  some of  which have a l ready been 
a l luded to  by individuals  such as  Bet ty  McGrath  ear l ier  today f rom the  
Employment  Secur i ty  Commiss ion,  a long wi th  Dr .  Owen,  const i tu te  
our  pr imary ins t i tu t ional  par tners ,  the  Employment  Secur i ty  
Commiss ion,  and our  grea t  communi ty  col lege  sys tem.  
 Ms.  McGrath  a lso  a l luded to  the  2003 Pi l lowtex phenomenon.   
Our  s ta te  i s  one  of  n ine  s ta tes  par t ic ipa t ing  in  a  demonst ra t ion  projec t  
wi th  the  U.S.  Depar tment  of  Labor  ca l led  the  SHARE Network,  shar ing 
how access  to  resources  empowers ,  capi ta l iz ing upon our  s t rong fa i th-
based and communi ty  organizat ion  network.  
 P i l lowtex was  the  f i rs t  t ime (Cur t i s  Morrow is  here  f rom ESC 
and played a  very  key ro le  in  th is  cr i t ica l  e ffor t ) - - tha t  th is  s t ra tegy 
was  deployed.   I t ' s  been very  ef fec t ive  and we are  t ry ing to  make tha t  
a  s ta tewide  service .  About  50  percent  of  our  local  area  boards  today 
have th is  SHARE Network as  a  resource .   In  ef fec t ,  many JobLink 
Centers   tha t  he lp  extend our  service  del ivery  to  the  neighborhood 
level  to  t ry  to  he lp  individuals  in  those  c i rcumstances ,  augment ing our  
100 plus  off ic ia l  JobLink Career  Centers  throughout  the  s ta te .  
 A cursory  review of  the  t ime- l ine  of  the  Col l ins  and Aikman 
fac i l i ty  may be  ins t ruct ive .   We received an  off ic ia l  announcement  v ia  
a  WARN not ice  on Apri l  6 ,  2006,  tha t  the  Roxboro plant  would  c lose .   
A s is ter  p lant  in  Farmvi l le  in  eas tern  Nor th  Carol ina  a lso  would  be  
c los ing,  impact ing approximate ly  595 workers .  
 The company was  cer t i f ied  for  Trade  Adjus tment  Ass is tance .   
Subsequent  to  the  in i t ia l  Rapid  Response  meet ing,  the  company was  
a lso  cer t i f ied  for  Al ternat ive  Trade  Adjus tment  Ass is tance .   We' l l  
conf ine  our  tes t imony th is  af ternoon to  tha t  Roxboro event  in  respect  
of  our  t ime const ra in ts .  
 On Apri l  18 ,  a  Rapid  Response  on-s i te  presenta t ion  was  made to  
the  Col l ins  and Aikman opera t ions  management .   Our  Commerce  
Divis ion led  th is  ef for t ,  ably  ass is ted  by our  local  and s ta te  JobLink 
Center  par tners  inc luding the  Kerr -Tar  Workforce  Development  Board ,  
the  Employment  Secur i ty  Commiss ion,  and Piedmont  Communi ty  
Col lege .  
 A number  of  subsequent  sess ions  were  held  wi th  var ious  



 

 

employee  subgroups ,  and th is  i s  very  impor tant  to  convey informat ion 
in  a  t imely  cohes ive  fashion,  to  appr ise  them of  the  wide  ar ray  of  
suppor t  services  avai lable  inc luding counsel ing ,  re t ra in ing,  
reemployment ,  as  wel l  as  heal th  insurance  and housing ass is tance ,  
which were  ta lked about  th is  morning.  
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 In  addi t ion ,  an  ext ra  ef for t  was  put  for th  to  conduct  in termediary  
jo in t  s t ra tegy sess ions  and subsequent  job  fa i rs  des igned to  engage and 
involve  our  economic  development  par tners  and surrounding new and 
expanding indust ry  tha t  could  provide  good job oppor tuni t ies .  
 This  was  a l luded to  as  wel l  th is  morning.  I t ' s  c r i t ica l ly  impor tant  
in  our  publ ic  workforce  sys tem that  we engage and involve  our  
economic  development  par tners .   These  are  the  individuals  a t  the  local  
Economic  Development  Commiss ion level  or  Chambers  or  Commerce .   
In  Nor th  Carol ina ,  we have seven economic  development  regions  and 
we have our  Sta te  Depar tment  of  Commerce  wi th  s ta te  of f ices  as  wel l  
as  local  out reach recrui ters  in  bus iness  and indust ry .  
 I t ' s  c r i t ica l ly  impor tant  tha t  tha t  be  done because  they ' re  the  
source  of  the  new job oppor tuni t ies  for  reemployment .   And that  hasn ' t  
a lways  been done in  our  country .   I t ' s  be ing done more  now because  
i t ' s  a  logica l  par tnership .   I t ' s  very  ef f icacious  and i t  works .   I t ' s  jus t  a  
pragmat ic  way to  go.  
 The Person County  Economic  Development  Commiss ion,  in  fac t ,  
and our  Research Tr iangle  Regional  Par tnership  were  outs tanding 
ins t i tu t ional  par tners  in  fac i l i ta t ing  these  impor tant  commitments  
which have helped produce  the  fo l lowing resul ts  af ter  the  p lant  
of f ic ia l ly  shut  down one year  ago th is  week.  
 Today,  according to  a  fo l low-up analys is  performed by the  Nor th  
Carol ina  Employment  Secur i ty  Commiss ion regional  s taf f - -Murie l  
Offerman is  here- - they give  grea t  suppor t  in  th ings  l ike  th is - -226 of  
those  545 individuals  f rom Col l ins  and Aikman have secured gainful  
employment ,  many wi th  manufactur ing enterpr ises  throughout  the  
region.  
 Our  sys tem has  used on- the- job t ra in ing contrac ts  wi th  f i rms 
such as  AW North  Carol ina  as  an  effec t ive  mechanism to  cul t iva te  
indust ry-based reemployment  oppor tuni t ies .   
 We have 114 individuals  enrol led  in  academic  competency or  
occupat ional  sk i l l s  t ra in ing v ia  Workforce  Inves tment  Act  or  the  Trade  
Adjus tment  Act ,  most  of  whom are  a t  Dr .  Owen 's  Piedmont  Communi ty  
Col lege .  
 We 've  a lso  u t i l ized  the  Al ternat ive  Trade  Adjus tment  Ass is tance  
Program to  secure  and sus ta in  job  procurement  for  many of  the  
impacted  individuals  who are  over  50 years  of  age .  
 According to  the  ESC data ,  we have 120 individuals  receiv ing 
unemployment  benef i t s ;  114 receiving Trade  Adjus tment  Act  benef i t s  



 

 

only .   Some of  the  remaining dis located  workers  have  opted  to  re t ied  
or  have moved out  of  s ta te .   Some have not  mainta ined contac t  wi th  
our  sys tem.  
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 Our  pr imary point  of  emphasis  i s  tha t  thanks  to  our  so l id  
economic  development  col labora t ion ,  fac i l i ta ted  by our  Depar tment  of  
Commerce ,  which is  represented  here  by Libby Smith ,  we have been 
able  to  mi t iga te  the  impact  tha t  th is  event  has  caused employees .  
 I 'm not  going to  f in ish  th is .   I  got  19  seconds .  
 HEARING COCHAIR FIEDLER:  That ' s  okay.    
 MR.  WHITE:   I t  i s  impor tant  to  note  tha t  some of  our  c l ients  and 
cus tomers  are  s t i l l  s t ruggl ing  in  the i r  va l iant  e f for ts  to  secure  
reemployment .   As  Ms.  McGrath  noted  so  poignant ly  in  her  tes t imony 
th is  morning,  the  decl ine  of  our  legacy commodi ty  indust r ies  in  
appare l ,  text i les  and furni ture  and tobacco have been devas ta t ing  to  a  
lo t  of  those  local  communi t ies  tha t  she  descr ibed.  
 The Rapid  Response  services  v ia  both  the  Workforce  Inves tment  
Act  and the  Trade  Adjus tment  Act  to  a t tend to  the  mul t ip l ic i ty  of  
needs  tha t  a re  faced by our  impacted  workers  and the i r  respect ive  
fami l ies  are  cr i t ica l ly  impor tant .  
 Let  me c lose  by reading a  tes t imonia l  or  endorsement  of  Rapid  
Response  by Mr.  Wesley Stone,  who was  the  human resources  manager  
for  th is  grea t  company.   He 's  now reemployed by Louis iana  Paci f ic  in  
Roxboro,  Nor th  Carol ina .  
 I  quote :  " I  cannot  say  enough about  the  suppor t  tha t  the  s ta te ,  
local  communi ty  col lege ,  Workforce  Board and ESC off ices  provided 
to  the  employees  of  Col l ins  and Aikman when the  shutdown was  
announced.   This  team presented  opt ions  under  the  Trade  Act  and 
Workforce  Inves tment  Act ,  meet ing wi th  employees  to  review what  
would  be  bes t  for  them and thei r  respect ive  fu tures .   P lans  were  made 
before  many employees  ac tual ly  los t  the i r  jobs ,  and th is  made the  
t rans i t ion  much eas ier  and manageable  for  a l l  involved.  
 "No one wants  to  be  to ld  tha t  they ' re  los ing the i r  job  and the  
fee l ing  of  hopelessness  and helplessness  tha t  comes wi th  tha t .   
However ,  the  programs that  the  Commerce  s taf f  have brought  have 
eased the  minds  and brought  a  sense  of  peace  for  many.   As  I  see  many 
of  my former  coworkers  throughout  the  communi ty ,  they are  now 
engaged,  encouraged,  and exci ted  about  what  the  fu ture  holds  for  
them."  
 Thank you very  much for  the  oppor tuni ty  to  submit  th is  
tes t imony.  
 HEARING COCHAIR HOUSTON:  Thank you very  much,  Mr.  
Whi te .   Dr .  Owen.  
 

STATEMENT OF DR. H.  JAMES OWEN 
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PRESIDENT, PIEDMONT COMMUNITY COLLEGE 

ROXBORO, NORTH CAROLINA 
  

 DR.  OWEN:  I t ' s  a  p leasure ,  commiss ioners ,  to  be  here  to  
represent  communi ty  col leges .   P iedmont  Communi ty  Col lege  serves  
Person County  and Caswel l  County ,  which are  in  the  nor th  cent ra l  
sec t ion ,  cent ra l  sec t ion  of  our  s ta te .   We serve  about  8 ,900 di f ferent  
adul t  individuals  per  year .   The ent i re  Nor th  Carol ina  communi ty  
col lege  sys tem serves  about  800,000 of  our  c i t izens  each year .  
 There  are  58 communi ty  col leges  of  which we are  one .   The 
miss ion of  our  col lege  i s  to  serve  as  a  ca ta lys t  for  economic  
development  and to  improve the  qual i ty  of  l i fe  for  our  c i t izens .   I  have  
served as  Pres ident  of  Piedmont  Communi ty  Col lege  now for  21 years ,  
and have gone through a  number  of  these  Rapid  Response  ac t iv i t ies  
tha t  Tom White  jus t  d iscussed.   He  gave a  very  f ine  case  s tudy of  
Col l ins  and Aikman.  
 The key to  doing what  we do wi th  the  Rapid  Response  ac t iv i ty  i s  
to  have  empathy and a  hear t  for  he lp ing people .   I t ' s  not  l ike  teaching 
ca lculus  and saying ya ' l l  come and get  i t ,  here  i t  i s ;  you must  work 
very  d i l igent ly  wi th  people  who have worked for  the  same company for  
20 ,  30  and 40 years .   You must  make sure  tha t  they unders tand the  
opt ions  tha t  a re  avai lable  to  them.  
 I f  you look a t  the  tes t imony that  I  submit ted ,  we ta lked about  
such th ings  as  the  var ious  companies  and secondary  bus inesses  tha t  
lose  employees  as  a  resul t  of  these  layoffs  and plant  c los ings ;  these  
a lso  are  very  impor tant ,  such as  the  res taurants ,  the  people  in  the  
furni ture  bus iness .   We los t  a  Winn-Dixie  s tore  very  recent ly  tha t  was  
very  large  opera t ion  in  our  communi ty .  
 A ques t ion  was  ra ised  ear l ier  th is  morning about  the  ro le  of  the  
var ious  funding sources .   .   We receive  funds  to  ass is t  d is located  
workers  f rom the  Workforce  Inves tment  Act  through the  Local  
Workforce  Development  Board .   I  have served as  a  v ice  chai r  of  our  
Local  Workforce  Development  Board  for  a  number  of  years .  
 The Workforce  Inves tment  Act  funds ,  which we receive ,  and i t  
was  noted  tha t  i t ' s  up  for  reauthor iza t ion  in  Congress ,  we could  not  do  
the  type  of  work that  we do i f  we depended sole ly  on the  sor ts  of  funds  
tha t  we have avai lable  to  us  f rom the  s ta te .  
 We a lso  have t remendous  suppor t  f rom our  Economic  
Development  Commiss ion local ly ,  which i s  a  v i ta l  asse t .   When you 
look a t  the  ac t iv i t ies  tha t  people  go in to ,  as  Tom noted,  one  of  the  
ac t iv i t ies  tha t  we engage in  i s  he lp ing people  unders tand i f  they want  
to  become an ent repreneur  and as  they ' re  being la id  off ,  how do you 
become an ent repreneur .   We work through our  smal l  bus iness  center  
and NC Real  to  do that .  

 
 
 
  



 

 

 Among the  l i s t  of  th ings  tha t  we f ind  inc lude  tha t  many people  
do not  have  computer  sk i l l s .   Many people  do not  have  a  h igh school  
d ip loma.   So what  we 've  got  to  do is  work wi th  people  through 
assessment  of  the i r  sk i l l s .   We are  us ing the  Work Keys  assessment  
tools  of  reading,  math  and locat ing  informat ion.  
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 We are  us ing tes ts  which help  people  determine  where  they are ,  
but  i f  they ' re  not  where  they need to be ,  we are  us ing remedia t ion  tools  
as  wel l .   We have a  whole  Workforce  Development  Center  tha t  i s  
provided to  us  by our  county  government ,  and the  Center’s  job  i s  to  
make sure  tha t  these  fo lks  who are  being la id  off  are  a lso  being t rea ted  
wel l .  
 Our  bus iness  i s  an  up and down business .   We go to  a  rapid  
response  locat ion  where  people  there  are  being la id  off - -we jus t  had 
one  about  a  month  ago,  Alsco,  a  metals  f i rm had announced that  they 
were  laying off  67  people ,  and that ' s  depress ing for  us ,  of  course ,  to  
do tha t .   
 But  the  very  next  week,  we had an  announcement  of  a  new 
indust ry  coming to  town providing 270 jobs  whose  job  i t  i s  to  make the  
successor  to  the  Humvee,  the  Cheetah  vehic le  tha t  you 've  read about  in  
USA Today and The New York Times ,  Washington Post ,  Wal l  S t ree t  
Journal .  
 This  company wi l l  be  employing 270 people ,  so  we are  us ing the  
Workforce  Tra in ing Center  to  do the  necessary  assessment  of  Work 
Keys  and the  Key Train  remedia l  prepara t ion .   Many of  the  people  
being la id  off  f rom Col l ins  and Aikman and about  to  be  la id  off  by  
Alsco and others  are  coming to  the  Workforce  Tra in ing Center  to  be  
assessed and then in terviewed there  by members  of  the  new company.  
 So i t  i s  a  par t  of  our  socie ty  tha t  says  these  th ings  are  
happening.    I  was  jus t  looking a t  a  p ic ture  today of  13 years  ago when 
we had the  groundbreaking of  a  text i le  f i rm in  our  indust r ia l  park  
ca l led  Crown Craf ts .   Now 14 years  la ter ,  we are  now working wi th  the  
th i rd  company in  tha t  same bui ld ing.   
 So one  of  the  th ings  tha t  the  col lege  has  done in  every  one  of  
those  ins tances  i s  to  provide  the  new and expanding indust ry  t ra in ing 
to  provide  the  assessment  capabi l i ty  for  the  people  being la id  off  or  
the  people  tha t  a re  being t ra ined for  the  new company,  whether  i t ' s  
tobacco,  or  whatever  the  f i rm might  be .  
 What  we do is  jus t  a  par t  of  our  miss ion.   P iedmont  Communi ty  
Col lege  deals  wi th  adul t  bas ic  ski l l s ,  bas ic  reading and wri t ing .   I t  
deals  wi th  adul t  h igh school ,  GED prepara t ion .   I t  deals  wi th  
cer t i f ica tes  and dip lomas and associa te  degrees ,  col lege  t ransfer  
programs,  the  whole  rea lm.   Therefore ,  the  Nor th  Carol ina  Communi ty  
Col lege  System is  about  as  comprehensive  a  sys tem as  you ' l l  f ind  
anywhere  in  the  country .  



 

 

 But  the  exci tement  of  the  rapid  response  program is  tha t  th is  i s  a  
very  s igni f icant  ac t iv i ty ,  and our  people  take  i t  very ,  very  ser ious ly  
because  i t  ref lec ts  on  our  communi ty .   I t ' s  what 's  keeping our  
communi ty  together  so  we can help people  who have a  sense  of  p lace  
and have a  sense  of  want ing to  s tay in  the  area ,  by  helping them learn  
what  can they do and how we can help  them do that .  
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 We do not  want  people  s imply  f lee ing because  they don ' t  have  a  
job .   We want  to  get  addi t ional  jobs  for  them to  take  and to  help  to  
take  them to  where  they need to  go.  
 Thank you.  
[The s ta tement  fo l lows:] 6   

Panel  VI:   Discuss ion,  Quest ions  and Answers  
   

 HEARING COCHAIR HOUSTON:  Thank you very  much.   I  th ink 
we probably  have  a  few ques t ions  for  you gent lemen.   We're  not  to ta l ly  
out  of  ques t ions  yet .  
 Mr .  Whi te ,  I 'm cur ious ,  in  a  lo t  of  the  l i te ra ture  tha t  we read 
before  coming here ,  there  was  a  lo t  of  ta lk  about  something tha t  I  
th ink has  become even more  obvious  to  us  today dur ing the  hear ing,  
which i s  capt ive  geographical  employment .  
 You have a  smal l  town and they have a  text i le  mi l l ,  everybody 
works  there ,  you don ' t  f in ish  h igh school ,  you go to  the  mi l l ,  the  mi l l  
goes  away,  and you ' re  jus t  rea l ly  out  of  luck.  So i t  seems that  the  s ta te  
of  Nor th  Carol ina  has  rea l ly  recognized tha t  as  a  problem and rea l ly  
faced i t  head on through the  communi ty  col lege  sys tem and so  many 
other  asse ts  tha t  you 've  deployed to  help  tha t ,  which I  th ink i s  grea t .  
 One of  my ques t ions  i s ,  i t ' s  not  everyday we see  somebody f rom 
commerce  s i t t ing  wi th  the  academe,  which is  k ind of  cool .   I t  doesn ' t  
happen very  much.   I  wonder  who e lse  i s  in  your  universe?   Cer ta in ly  
where  you don ' t  have  the  capt ive  local  employment  anymore ,  you 've  
got  to  look to  publ ic  educat ion f rom kindergar ten  up to  keep kids  in  
school .  
 Also ,  you 've  got  the  adul t  learning par t  of  communi ty  col lege  
versus  the-- t rans i t ioning f rom high school  to  col lege  or  for  whatever  
reason young people  go to  communi ty  col lege .   So I  wonder  i f  each of  
you could  take  a  l i t t le  p iece  of  tha t  and ta lk  about  the  demographics  of  
the  people  tha t  a re  coming in  as  wel l  as  who e lse  i s  in  tha t  universe  
tha t  you opera te  in  to  help  these  fo lks?  
 MR.  WHITE:   Jus t  rea l  br ief ly ,  in  a l l  of  these  major  per iodica l  
rankings  of  bes t  p laces  to  l ive ,  the  reason why the  Research Tr iangle  
i s  a lways  a t  the  top ,  the  Rale igh-Durham market  i s  because  h is tor ica l ly  
the  Research Tr iangle  Park  was  predica ted  on a  par tnership  tha t  

 
6 Click here to read the prepared statement of Dr. H. James Owen 
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inc luded academia ,  bus iness  and government .  
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 That ' s  the  bas is  for  i t .   So  i t  rea l ly  i sn ' t  unusual  in  our  s ta te  to  
see  academia  and business  working together .   Dr .  Owen 's  v ice  
pres ident  i s  current ly  serving as  the  Pres ident-e lec t  of  the  Roxboro 
Area  Chamber  of  Commerce .    
 DR.  OWEN:  I 'm a  pas t  pres ident  of  the  Roxboro Area  Chamber  
of  Commerce ,  as  wel l .  
 MR.  WHITE:   And so  you see  tha t .   That ' s  not  an  unusual  
occas ion.   So his  facul ty  and s taf f  have  great  respect  throughout  the  
bus iness  communi ty  and vice  versa .  
 One of  the  f i rs t  innovat ive  th ings  we did  was  wi th  a  12 or  13  
county  consor t ium,  we have seven regional  economic  development  
consor t ia  throughout  the  s ta te .   The Research Tr iangle  Regional  
Par tnership  goes  up to  Vance and Warren County  a t  the  Virginia  l ine ,  
inc luding Person County ,  a l l  the  way down to  Moore  County  in  
Pinehurs t ,  but  i t  inc ludes  tha t  cent ra l  por t ion  known as  Research 
Tr iangle ,  Orange-Durham-Wake,  which is  the  core  genera tor  of  grea t  
job  oppor tuni t ies ,  good jobs  a t  good wages .  
 So one of  the  f i rs t  th ings  we did  was  have a  meet ing wi th  
employers  and economic  developers  f rom those  13 count ies  to  te l l  
them we have 545 good workers  f rom Col l ins  and Aikman who have 
great  work e th ic ,  who wanted to  explore  gainful  employment  
oppor tuni t ies .   So  tha t ' s  impera t ive  tha t  you t ry  to  engage tha t  resource  
immedia te ly .  
 And then you s t ructure  your  job  fa i rs  accordingly  and have 
mul t ip le  job  fa i rs  wi th  mobi le  job  l inks  and recognize  tha t  geographic  
d ivers i ty .   
 Dr .  Owen ment ioned Alsco.   You were  jus t  in  Ohio .   That  
company is  headquar tered  in  Ohio .   When we had the  Rapid  Response ,  
we learned f rom thei r  human resource  manager  tha t  many of  h is  
workers  ac tual ly  l ive  in  Virginia  or  up  towards  the  border .   So we went  
up to  Ikea-Swedwood.   We had los t  them in  an  economic  development  
compet i t ion  wi th  our  ne ighbor  to  the  north ,  ta lked to  the i r  HR di rec tor ,  
who happened to  be  a  d is located  worker  f rom Konica  Minol ta  in  
Greensboro  and s t i l l  i s  a  Nor th  Carol ina  res ident  but  commutes .  
 So i t ' s  not  only  going across  county  l ines ;  i t ' s  going across  
regional  l ines  and somet imes  going across  s ta te  l ines .   So you have to  
deal  wi th  tha t  d ivers i ty  because  the  ESC has  g iven us  some wonderful  
or ig in  des t ina t ion  survey data ,  and people  l ive  and work and commute  
far  grea ter  d is tances  now than ever  before ,  and i t  was  a l luded to  by 
Bet ty  McGrath  today,  those  mi l l  towns,  h is tor ica l ly  people  a lmost  
walked to  work.   Thei r  res ident ia l  capaci ty  was  ac tual ly  taken care  by 
the  indust r ia l  employer  a t  the  t ime.   So tha t ' s  changed.   So 
t ranspor ta t ion  i s  a lways  a  b ig  chal lenge for  us .   We t ry  to  coordinate  
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 DR.  OWEN:  Tom,  one of  the  th ings  we ta lk  about  in  today 's  
socie ty  i s  s i los .   And i f  you have the  economic  development  s i lo  and 
the  communi ty  col lege  s i lo  and another  s i lo  somewhere ,  doing the i r  
own th ing,  you ' re  not  going to  meet  the  need tha t  we ' re  ta lk ing about  
here  today.  
 I t  requi res  a  par tnership ;  i t  requires  suppor t  f rom the  federa l  
level ,  s ta te  level  and local  level  and i t  needs  to  be ,  we don ' t  care  who 
gets  the  credi t  as  long as  we get  the  job  done and as  long as  people  get  
the  educat ion  they need to  get  the  job  and sure ,  our  people  commute  
f rom our  county ,  20 ,  30  and 40 mi les  to  get  a  job .   But  our  job  when 
we get  them is  do  you have computer  sk i l l s ,  which v i r tua l ly  every  job  
today requires  tha t .  
 Wel l ,  no .   Here  we ' l l  put  you in  a  computer  lab .   Wel l ,  I 'm afra id  
of  tha t .   So  you ' l l  see  in  the  tes t imony and in  the  mater ia ls  submit ted  
the  ac t iv i t ies  tha t  we use  to  famil iar ize  people  wi th  how to  get  a  job ,  
how to  search for  a  job ,  how to  develop a  resume,  how to  use  a  
computer ,  because  most  of  these  people  who work for  a  company for  
30 years ,  they never  knew what  an  in terview was  or  a  resume.   
 In  our  par lance ,  they jus t  showed up for  work.   Our  job  i s  to  
prepare  them,  so  when they do show up for  work,  and they do come in  
for  the  in terview for  the  new company,  in  our  Workforce  Tra in ing 
Center ,  tha t  they ' re  Johnny-on- the-spot  wi th  what  they need to  have  so  
they can be  successful  and get  tha t  job .  
 HEARING COCHAIR HOUSTON:  Let  me ask  another  ques t ion  
to  probably  par t icular ly  you,  Mr.  Whi te ,  about  wages .   One of  the  
th ings  again  tha t  we 've  learned s ince  we 've  been here  i s  tha t  as  you 
t rans i t ion  f rom a  manufactur ing environment  and you go perhaps  to  a  
service  environment ,  tha t  even though your  unemployment  numbers  
show that  you ' re  one  for  one  equal ly  employed,  the  wages  are  
depressed.  
 How much of  an  impact  has  tha t  had on the  s ta te ,  and I  know that  
the  immigra t ion  i ssue  has  been a  rea l  pol i t ica l  hot  but ton  here  in  Nor th  
Carol ina ,  and how much does  tha t  put  pressure  on these  fo lks  who are  
having to  be  moved out  of  manufactur ing in to  the  service  sec tor?  
 MR.  WHITE:   That ' s  been ment ioned on mul t ip le  occas ions  
throughout  the  tes t imony.   I t ' s  an  i ssue ,  and that ' s  why the  TAA 
cer t i f ica t ion  was  so  cr i t ica l ly  important  because  some folks  have  
rea l ized  wage loss ,  and they are  working in  service  indust r ies  wi thout  
benef i t s .   
 But  there  are  concomitant  success  s tor ies  where  we 've  a t t rac ted  
advanced manufactur ing in  h igh wage jobs  and wi th  the  communi ty  
col lege  capaci ty  to  t ra in  individuals ,  we 've  seen some wonderful  
s tor ies  where  people  have  ac tual ly  through the  t ra in ing been able  to  



 

 

ass imi la te  occupat ional  sk i l l s  tha t  have  led  to  h igher  paying jobs  wi th  
bet ter  benef i t s .  
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 They ' re  making t ransmiss ion tha t  are  in  Toyota  Camrys .   They ' re  
a t  BD Biosciences  making labora tory  appara tus ,  but  tha t ' s  a l l  
cont ingent  upon a  market  tha t ' s  genera t ing  those  new job 
oppor tuni t ies .  
 You have the  ins t i tu t ional  capaci ty  and then you have to  
convince  the  fo lks ,  you may have to  commute  now,  so  many of  the  
people  tha t  l ived in  Timber lake  and Roxboro are  now t ravel ing across  
county  l ines  in to  Durham's  Treyburn Corpora te  Park  working for  these  
mul t ina t ional  companies  tha t  a re  paying very  good wages .   So tha t ' s  
what  we aspi re  to .   We want  to  repeat  tha t  k ind of  success .  
 HEARING COCHAIR HOUSTON:  Wonderful .   Commiss ioner  
Wessel .  
 COMMISSIONER WESSEL:   Thank you.   Very  impress ive  
tes t imony,  very  impress ive  work tha t  you ' re  doing,  and I  commend 
you.   I t ' s ,  I  know,  deeply  apprecia ted by the  people  here  who are  a t  
r i sk .  
 I  want  to  unders tand a  couple  of  th ings ,  i f  I  could .   You were  
here  ear l ier  today and heard  some of  the  ques t ions  about  t ra in ing and 
some other  i ssues .   I f  you look a t  some of  the  indust r ies  tha t  a re  a t  
r i sk ,  furni ture ,  text i les ,  tobacco,  e t  ce tera ,  maybe pork ,  as  we heard  
ear l ie r ,  to  what  extent  i s  there  an  abi l i ty  to  ge t  in  there ,  in  fac t ,  before  
any of  the  c losures?  
 How integra ted?   What  suppor t  ne tworks  are  there  f rom the  s ta te  
to  say ,  look,  we have these  workers  who are  40,  50  years  of  age  who 
don ' t  have  any of  the  computer  ski l l s ,  may not  have  a l l  the  l i te racy 
ski l l s  tha t  we want ,  not  only  do we need to  prepare  them for  a  
downturn ,  but  to  the  extent  we t ra in  them now,  we potent ia l ly  make 
them more  compet i t ive  and,  in  fac t ,  avoid  any downturn  by giving 
them as  the  new equipment  comes in?  
 How does  tha t  work?   I s  tha t  to ta l ly  le f t  up  to  the  employers  to  
come out  of  the i r  pocket  or  a  union,  i f  there  i s  one ,  to ,  in  fac t ,  demand 
a  t ra in ing program or  pay for  i t?   I f  you can respond to  tha t .  
 DR.  OWEN:  That 's  a  very ,  very excel lent  ques t ion .   Through our  
Workforce  Development  Boards ,  we have incumbent  worker  grants  tha t  
a re  avai lable ,  and we have  been successful  in  our  communi ty  in  ge t t ing  
severa l  of  those  to  t ra in--  
 COMMISSIONER WESSEL:   I 'm sorry .   Do those  go to  
individuals  or  do  those  go to- -  
 DR.  OWEN:  They go to  the  company.   And the  company uses  
tha t  to  t ra in  individuals  wi th in  the i r  company who are  incumbent  
workers ,  and the  communi ty  col lege  in  our  case  i s  a  very  impor tant  
par t ic ipant  in  the  development  of  tha t  because  XYZ company is  maybe 



 

 

turned off  by  a l l  of  the  paperwork tha t  they have to  go through to  get  
one  of  these  grants .   So i f  our  s taf f  can ass is t  them in  f raming what  
the i r  needs  are ,  they rea l ly  apprecia te  tha t .  
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 Also  we have a  program in  the  Nor th  Carol ina  Communi ty  
Col lege  sys tem that  deals  wi th  t ra in ing incumbent  workers  who are  
a l ready employed.   Many people  are  involved in  our  e lec t ronics  
program,  in  our  Elec t r ic  Power  Product ion Technology program,  in  
Faci l i ty  Maintenance ,  Indust r ia l  Maintenance ,  t ra in ing and upgrading 
maintenance  mechanics ,  tha t  type  of  th ing.  
 Many of  the  programs a t  the  col lege  are  used to  he lp  re ta in  the  
company f rom th inking about  leaving.   Our  facul ty  wi l l  teach courses  
of  a  shor t - term nature  wi th in  the  p lant  as  wel l  as  on  campus.   We do 
not  have  a  barr ier  a t  the  f ront  door  of  the  col lege .   We are  par t  of  tha t  
indust r ia l  se t t ing .  
 Now,  you rea l ize  the  popula t ion  of  our  county  i s  36 ,000 people ,  
and in  the  las t  seven or  e ight  years ,  we 've  los t  about  2 ,000 jobs  in  
large  groups ,  about  16  groups ,  which I  have  deta i led ,  and tha t  i s  not  
the  same as  Pi l lowtex,  but  i t ' s  our  Pi l lowtex in  te rms of  a  re la t ive  
re la t ionship  to  the  number  of  people  tha t  we serve  and the  number  of  
people  who do not  have jobs .  
 So i t ' s  incumbent  on  us  to  work wi th  as  many companies  as  we 
can wi th  the  incumbent  workers  tha t  they have.   Communi ty  col lege  
tu i t ion  i s  very  low in  Nor th  Carol ina .   We can offer ,  for  ins tance ,  a  
140 c lock hour  welding program;  the  tu i t ion  would  be  $65 for  a  person 
who 's  current ly  employed to  take  tha t  program.   Wel l ,  indust ry  i s  very  
p leased wi th  tha t .  
 MR.  WHITE:   I 'd  echo those  sent iments .   The fac t  tha t  Force  
Protec t ion  comes up f rom South  Carol ina  and in  an  adapt ive  reuse  
fashion goes  in to  tha t  very  Col l ins  and Aikman fac i l i ty  i s  a  
demonst ra t ion  of  the i r  fa i th  in  the  communi ty .   They ' re  inves t ing  a  lo t  
of  capi ta l ,  and 270 new jobs  are  be ing crea ted ,  and i t  would  not  be  
surpr is ing  a t  a l l  to  f ind  a  number  of  Col l ins  and Aikman individuals  
who are  re t ra ined and reemployed making tha t  Cheetah  vehic le  for  the  
U.S.  mi l i ta ry  a t  probably  h igher  wages  and probably  bet ter  benef i t s .  
 So  tha t ' s  some fa i th  in  tha t  communi ty ,  but  the  capaci ty  to  
re t ra in  individuals- - i t  would  be  great  i f  you could  have a  layoff  
avers ion program,  and we have tha t  somewhat  a t  the  Depar tment  of  
Commerce ,  making vis i t s  a l l  the  t ime,  how can we help  you,  are  you 
exper iencing any market  d i f f icul t ies?   Do you have any workforce  
i ssues?  
 We spend about  $10 mi l l ion  annual ly  on tha t  incumbent  worker  
t ra in ing program and serve  many thousands  of  individuals .   So tha t ' s  a  
product iv i ty  enhancement .   That ' s  probably  our  most  popular  product  
a long wi th  on- the- job t ra in ing.   I  ment ioned Konica  Minol ta .   About  



 

 

40 miles  west  of  here  in  the  Greensboro market ,  we have a  WIRED 
grant  of  $15 mi l l ion  Workforce  Innovat ion Regional  Economic  
Development  grant  over  3  years  f rom the  U.S.  Depar tment  of  Labor .  
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 Konica  Minol ta  i s  not  in  text i les  or  legacy commodi ty  indust r ies .  
 They were  in  photographic  paper  and because  of  d ig i ta l  photography,  
they went  out  of  bus iness .   So you have hal f  a  mi l l ion  square  foot  
p lant ,  h igh v is ib i l i ty  on  a  major  in ters ta te ,  and tha t  happened in  
October  of  2006.   Today,  the  p lant  has  been resold  to  Zinc  Imaging,  
which makes  inkless  paper  products  and the  machinery  and the  paper .   
I t  has  imbedded heat  crys ta ls .  
 The former  pres ident  of  Konica  Minol ta  i s  now the  p lant  
manager  of  Zinc  Imaging.   He has  59 employees ,  a l l  of  them are  former  
Konica  Minol ta  employees ,  and i t ' s  in teres t ing  to  know what  happened 
to  the  management .   The management  i s  jus t  as  unemployed as  the  rank 
and f i le  in  the  product ion.  
 CHAIRMAN BARTHOLOMEW:  Right .  
 HEARING COCHAIR FIEDLER:  Yes .  
 MR.  WHITE:   So we a l l  ask  tha t  a t  a  Rapid  Response .   What  are  
you going to  do?   I f  you ' re  not  going to  re t i re ,  where  are  you going to  
go?   One of  the  HR people  I  ment ioned is  a t  Ikea  Swedwood up in  
Danvi l le ,  Virginia .   Another  i s  the  HR manager  a t  Honda Je t .   Honda 
Je t ' s  wor ld  headquar ters  i s  in  Greensboro .   Thei r  p lant  i s  under  
const ruct ion,  250 to  500 employees .   So we have connect ions  wi th  
those  people .   They ' re  sa t i s f ied  cus tomers .    
 They ' re  d is located  workers  who have been able  to  re t ra in  
somewhat ,  very  ra ther  shor t - term bas is ,  and reemploy because  they 
have  good la tent  occupat ional  sk i l l s .   Where  do you th ink we ' l l  go  to  
t ry  to  seek employment  oppor tuni t ies  for  our  d is located  workers  in  
those  indust r ies?   To Honda Je t ,  to  Ikea  Swedwood.    
 You form that  capaci ty ,  and those  are  individuals  we can get  a  
tes t imonia l  f rom--Bob Harr is ,  in  the  same way that  we got  f rom 
Wesley  Stone .   I ronica l ly  enough--he  wouldn ' t  mind me ment ioning 
th is - -Wesley  Stone  i s  going to  t ry  to  get  on  wi th  Force  Protec t ion .   He 
says  I  love  Louis iana  Paci f ic ,  but  I  th ink I  can  do a  be t ter  job  for  th is  
company because  I 'm in to  a  product ion modal i ty .  
 So people  make a  d i f ference .   They rea l ly  do make a  d i f ference .   
So i f  you bui ld  tha t  rappor t  and tha t  espr i t  d 'corps  wi th  the  
management ,  i t ' s  good to  fo l low where  they go because  they ' l l  
probably  reemploy fas ter ,  and they can help .   There 's  a  rea l  a t tachment  
to  the  individuals  tha t  they worked wi th  for  decades .  
 DR.  OWEN:  Col l ins  and Aikman had a  430,000 square  foot  
p lant .   I t  was  vacant  af ter  the  c losure .   In to  tha t  p lant  comes Force  
Protec t ion ,  but  there  were  three  Col l ins  and Aikman plants  in  town so  
in to  one  of  the  o ther  p lants  comes a  group of  people  who used to  be  



 

 

employed by Col l ins  and Aikman who now employ 60 people  making 
paint  ro l lers ,  P&A Paint  Rol ler .  
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 So  a lso  in  tha t  bui ld ing is  a  new indust ry  i s  s tar t ing .   The 
col lege  wi l l  be ,  we a l ready are  doing new and expanding indust ry  
t ra in ing for  P&A Paint  Rol ler  before  we s tar ted  doing i t  for  Force  
Protec t ion ,  but  tha t  involvement  across  d i f ferent  l ines  of  
communicat ion  i s  the  key.  
 HEARING COCHAIR HOUSTON:  Chairman Bar tholomew.  
 CHAIRMAN BARTHOLOMEW:  Thanks  very  much and thank 
you,  gent lemen,  for  very  in teres t ing  tes t imony.   Commiss ioner  Houston 
ment ioned what  a  t rea t  i t  i s  to  see  the  th inkers  and the  doers  on  panels  
together .   I t  could  jus t  be  tha t  in Washington,  D.C. ,  we have a  th inking 
c lass ,  which I  suppose  somet imes  we 're  gra teful  tha t  they ac tual ly  
don ' t  go  out  and t ry  to  do anything wi th  what  they ' re  th inking,  but - - the  
th ink tank communi ty  tha t  I 'm refer r ing  to .  
 HEARING COCHAIR HOUSTON:  Hey.  
 CHAIRMAN BARTHOLOMEW:  I  have severa l  ques t ions ,  one  of  
which is ,  Dr .  Owen and Mr.  Whi te ,  for  both  of  you.   You 've  ta lked 
about  severa l  p laces  where  you ' re  in  the  th i rd  genera t ion  of  company 
tha t  has  moved in to  the  same place .   Does  the  t rans i t ion  get  any eas ier  
for  the  workers  af ter  they 've  been through th is  once  or  twice?  
 And how much of  a  commitment  are  you f inding tha t  people  are  
making to  upgrade  the i r  sk i l l s  or  are  they so  re l ieved when they get  
another  job  tha t  the  poss ib i l i ty  tha t  tha t  job  might  not  las t - -are  people  
th inking about  tha t?   I 'm asking you to  genera l ize ,  which obviously  are  
d i f ferent  personal  decis ions ,  but  how much of  a  commitment  do you 
see  tha t  people  are  making to  t ry  to  put  themselves  in to  a  pos i t ion  
where  th is  i sn ' t  going to  happen to  them again?  
 DR.  OWEN:  When we have a  Rapid  Response  ac t iv i ty ,  we spend 
a  number  of  hours  in terviewing,  doing ques t ionnai res ,  having 
workshops  wi th  the  people  being la id  off .   We t ry  to  assess  what  the i r  
in teres ts  are  and what  the i r  needs  are ,  and then we ta i lor  a  program,  
you know,  to  f i t  tha t .  
 Now,  some might  want  to  become a  t ruck dr iver .   Some might  
want  to  become a  nurs ing ass is tant .   Some an LPN.   Some go in to  
welding.   So i t  could  be  a  shor t - term program or  a  medium-term 
program.   So what  we t ry  to  do is  to  look a t  the  overa l l  job  market  and 
then ta i lor  tha t .  
 But  f i rs t  many people  need some bas ic  sk i l l s  before  they can 
move in to  welding,  and so  we t ry  to  amel iora te  and overcome that  
problem by making sure  tha t  through an  assessment  and through the  
Work Keys  and the  Career  Readiness  Cer t i f ica te  which i s  growing a t  a  
fas t  pace  across  the  country  in  terms of  reading,  math  and locat ing  
informat ion,  to  make sure  tha t  a  person is  prepared for  tha t  job .  



 

 

 Now,  somet imes  when they do get  upgraded through thei r  
t ra in ing,  they ' re  going to  have  to  t ravel  30  or  40  mi les  to  get  the  job ,  
but  I  th ink we in  the  ques t ioning and in  the  counsel ing  and in  the  
working wi th  people ,  we t ry  to  le t  them know that  i f  you don ' t  do  
anything,  you know,  you ' re  l ike ly  to  be  here  next  year  as  wel l  when 
the  company that  you take  up space  wi th  takes  you in  because  you 
don ' t  have  any ski l l s  as  wel l .  
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 So  we t ry  to  impress  upon them that  the  fu ture  i s  for  those  who 
are  prepared,  and tha t  has  resonated  because  you can te l l  by  Tom's  
assessment .  In  a  very  shor t  per iod of  t ime wi th  the  545 fo lks  la id  off  
f rom Col l ins  and Aikman,  they have t racked where  they are  and what  
they ' re  doing.   We know that  about  hal f  have a l ready found new jobs .  
 That  to  me is  the  proof  of  the  pudding i f  we have people-- I  can  
te l l  you about  people  who in  the  las t  f ive  years  have  had three  
d i f ferent  jobs ,  been la id  off  twice ,  and that ' s  when we rea l ly  say ,  look,  
you 've  got  to  get  a  hold  and a  gr ip  on th is ,  and tha t  rea l ly  makes  the  
point  when that  happens ,  but  we t ry  to  avoid  tha t  a t  a l l  cos ts .  
 CHAIRMAN BARTHOLOMEW:  Mr.  Whi te ,  anything to  add?  
 MR.  WHITE:   No,  Cur t i s  Morrow has  tes t i f ied  on Capi to l  Hi l l  
recent ly  about  tha t  phenomenon,  and we ta lked about  case  
management .   That  was  a l luded to  th is  morning.   Most  of  the  people  
tha t  I 've  encountered  want  to  go back to  work immedia te ly ,  and Mr.  
Raynor  ment ioned they may have an apprehension about  going to  even 
a  wonderful  communi ty  col lege  because  i t ' s  such a  fore ign 
environment  to  them.   They haven ' t  been in  school  for  decades  and 
perhaps  d idn ' t  exper ience  success  when they were  in  tha t  environment .  
 So  you be  crea t ive ;  maybe you can engage l i te racy counci ls  to  do  
one-on-one tu tor  t ra in ing or  mentor ing,  and you can do that  in  our  
s ta te  because  we have communi ty-based organiza t ions  tha t  of fer  
complementary  t ra in ing,  and communi ty  col lege  i s  very  invi t ing  of  tha t  
par tnership .  
 The ESC local  managers  know these  individuals .   They know 
thei r  fami l ies .   They l ive  wi th  them.   So f requent ly  they ' l l  see- - i t ' s  
hard  to  genera l ize  because  each individual  person and each individual  
family  i s  d i f ferent .   But  we ment ioned the  Nor th  Carol ina  Research 
Campus.   That  i s  now where  what  was  Pi l lowtex,  i t ' s  be ing crea ted .   
There  are  some ra ther  h igh lof ty  hurdles  there  to  overcome to  get  a  job  
a t  a  fac i l i ty  tha t ' s  going to  be  a  b io tech Mecca  for  our  s ta te .  
 We 're  the  th i rd- larges t  s ta te  in  b io tech behind Cal i fornia  and 
Massachuset ts .   But  the  threshold  to  get  in to  those  jobs ,  and i t ' s  be ing 
crea ted  as  another  par tnership  wi th  our  univers i t ies ,  communi ty  
col leges ,  but  Mr.  Murdock a lso  has  a  Dole  packaging plant  for  f ru i t s  
and vegetables  down in  Gaston County .  
 Former  Governor  Hunt- -Libby worked for  h im--he  was  asked a  



 

 

quest ion  a t  the  announcement  when they announced th is  wonderful  
p lant .   And one of  the  former  Pi l lowtex workers  asked him,  do you 
th ink I  can  get  a  job  here?   And Governor  Hunt  was  rea l  candid .   He 
sa id  I  don ' t  know i f  you can get  a  job .   This  gent lemen was  in  h is  60s .  
 But  I  guarantee  you your  sons  and daughters  can get  jobs  and your  
grandchi ldren  can get  jobs  here  a t  th is  fac i l i ty ,  and maybe there  are  
some jobs  for  you,  too ,  perhaps  not  in  b io tech,  g iven the  fac t  tha t  you 
don ' t  have  the  educat ional  credent ia ls ,  but  cer ta in ly  there 's  going to  be  
a  mul t ip l ic i ty  of  jobs  tha t  a re  vendors  around here ,  and maybe in  
Gaston County  in  Mr.  Murdock 's  o ther  fac i l i ty ,  which doesn ' t  have  tha t  
h igh threshold .  
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 So  you constant ly  want  to  be  doing both .   You want  to  a t t rac t  
new indust ry  because  of  what  tha t  br ings  to  us .   I t  br ings  a  h igher  
s tandard  of  l iv ing wi th  h igher  wages ,  but  we a lso  want  to  see  i f  we can 
a t t rac t  those  t radi t ional  manufactur ing indust r ies .   So  tha t ' s  a  n ice  
complement ,  Mr.  Murdock 's  inves tment  both  a t  the  h igh end and a t  the  
more  bas ic  level .  
 CHAIRMAN BARTHOLOMEW:  May I  ask  another  ques t ion?  
 HEARING COCHAIR HOUSTON:  Sure .  
 CHAIRMAN BARTHOLOMEW:  Which is  we 've  rea l ly  had the  
benef i t  today of  the  exper ience  and the  exper t i se  of  so  many people ,  
and we 're  very  gra teful  for  tha t .   I 'd  l ike  to  ask  you to  take  a  s tep  
back.   We came here  to  take  a  look a t  the  impact  of  China  on North  
Carol ina 's  economy,  the  losses ,  the  gains .   This  i s  not  a  ref lec t ion  on 
e i ther  your  youth  or  your  age ,  but  you 've  been doing th is  for  awhi le .   
Have you seen a  change over  the  20 or  30  years  in  which you 've  been 
doing th is  work about  the  extent  to  which the  d is locat ions  have  taken 
place ,  the  speed wi th  which they ' re  happening? 
 And do you a t t r ibute  any of  th is  to  changes  tha t  are  brought  
about  by China 's  economy? 
 MR.  WHITE:   We ment ioned dur ing the  break wi th  your  
wonderful  s taf f  here ,  Scot t  and Paul ,  the  fac t  tha t  Lenovo having a  
Nor th  American headquar ters  in  Research Tr iangle  Park  af ter  the i r  
acquis i t ion  of  IBM's  PC divis ion.   I  have  been doing th is  long enough.  
 I  remember  when IBM was  bui ld ing a  presence  here ,  and to  see  tha t  
happen a t  the  same t ime that  we ' re  having Rapid  Response  service  
del ivery ,  because  there 's  450 individuals  who are  being la id  off ,  
there 's  about  three  or  400 high tech workers  are  coming in to  th is  
marketplace  wi th  Lenovo to  s taf f  the  headquar ters  opera t ion ,  which i s  
a  t remendous  coups ,  you wouldn ' t  ever  envis ion tha t  f ive  years  ago 
perhaps .  
 So the  a lacr i ty  wi th  which these  th ings  are  occurr ing.   So you 
have to  have some balance .   You want  to  go ahead.   I t ' s  an  $80 mi l l ion  
brand new off ice  complex in  Morr isvi l le ,  Nor th  Carol ina .  We won the  



 

 

compet i t ion  as  a  grea t  s ta te .   Nor th  Carol ina  i s  cont inual ly  ranked by 
Si te  Selec t ion  magazine  and other  journals  as  be ing number  one  in  the  
country  in  the  abi l i ty  to  run an  economic  development  program that  
produces  tha t  k ind of  success .  
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 But  you want  to  make sure  tha t  you take  care  of  the  450 people ,  
350 Lenovo,  100 manpower ,  temporary  service  phenomenon too,  and 
for tunate ly  in  th is  market ,  we can probably  be  successful  a t  both  ends .  
 We can accommodate  those  newcomers  whi le  we ' re  a lso  t ry ing to  help  
them be  successful  and the  people  tha t  were  la id  off .   Yet  the  a lacr i ty  
wi th  which tha t  happens  today is  as tonishing and i t  i s  chal lenging.  
 CHAIRMAN BARTHOLOMEW:  Dr .  Owen?  
 DR.  OWEN:  Wel l ,  I  was  looking a t  the  l i s t  of  p lant  c los ings  and 
layoffs  in  our  area ,  and when I  came to  our  communi ty  21 years  ago,  
Col l ins  and Aikman had probably  2 ,200 employees .   So what 's  
happened over  the  las t  20  years  i s  when they c losed,  i t  was  500 and 
some,  so  there  has  been over  the  las t  20  years  a  decl ine ,  and the  same 
th ing would  be  t rue  wi th  the  o thers .   And about  60 percent  of  the  jobs  
tha t  I  have  por t rayed in  my repor t  were  e l ig ib le  for  TAA ass is tance .  
 So the  bas ic  p lace  for  tha t  would  e i ther  be  Mexico or  China .   
Now,  we have two text i le  f i rms tha t  a re  maybe very  in teres t ing  case  
s tudies .   We recent ly  a t t rac ted  a  text i le  f i rm f rom Israe l ,  Spuntech,  
very  h igh narrow woven medical  type  wipes ,  very  h igh tech text i les .   
They ' re  put t ing  in  about  $40 mi l l ion  wor th  of  equipment  and they ' l l  
probably  have 75 employees .  
 The ra t io  of  equipment  to  employees  i s  most  in teres t ing ,  and the  
p lant  manager  sa id  to  me i f  i t  weren ' t  for  th is  h igh tech equipment  
here ,  we wouldn ' t  be  here  in  your  town.   He made that  point  very  
careful ly .  
 Now,  we have another  f i rm in  the  south  s ide  of  town that  makes  
parochia l  school  uni forms and the  col lege  helped them years  ago 
t rans i t ion  f rom a  cut  and sew opera t ion  in to  a  new specia l ized  ac t iv i ty  
and they s t i l l  have  165 employees  and they ' re  probably  the  leading 
company in  the  country  for  uni forms for  school  k ids .   So there  are  
some examples  in  our  immedia te  area  of  speci f ic  th ings  which the  
col lege  has  worked wi th  tha t  have  re ta ined text i le  ac t iv i ty ,  but  they 
had to  be  a  specia l ized  n iche  market  ac t iv i ty  to  be  successful .  
 HEARING COCHAIR HOUSTON:  Commiss ioner  Fiedler .  
 HEARING COCHAIR FIEDLER:  Thank you.   I t ' s  been very  
impress ive  today,  and you two gent lemen are  very  impress ive .   But  I  
want  to  ask  you a  hard  ques t ion  perhaps  and I  don ' t  mean a t  a l l  to  be  
imper t inent .   What  are  you not  doing r ight?   What  could  you do tha t  
you ' re  not  doing now? 
 What  resources?   What  resource  const ra in ts  hold  you back f rom 
doing more?   Because  i f  we were  jus t  to  l i s ten  to  what  you sa id ,  i t ' s  a  



 

 

fu l l  success  s tory ,  and I  don ' t  do  everything r ight .   I  cer ta in ly  don ' t  do  
everything r ight  a l l  the  t ime.   And i f  I  had more  money,  I  th ink I  could  
do th ings  bet ter .  
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 So  what 's  your  hard  cold  analys is  of  your  problems going 
forward?  
 MR.  WHITE:   Our  publ ic  workforce  sys tem is  a  grea t ly  
underapprecia ted ,  undervalued asse t .   Now,  we have a  dear th  of  
ef fec t ive  market ing  mater ia ls .   In  Tom Fr iedman 's  not  h is  las t  book,  
The World  i s  F la t ,  but  in  the  Lexus  and the  Ol ive  Tree ,  you have  to  ge t  
to  page  l ike  350,  and he  says  of  a l l  tha t  I 've  seen in  our  country 's  
abi l i ty  to  deal  wi th  the  ramif ica t ions  of  job  loss ,  th is  Workforce  
Inves tment  Act  i s  a  t remendous  asse t ,  but  i t ' s  to ta l ly  somet imes  not  
even apprecia ted  as  to  what  i t  i s .   We don ' t  do  a  good job of  te l l ing  
our  s tory  out  there  in  the  marketplace .  
 And not  only  to  the  corpora te  communi ty  but  a lso  to  e lec ted  
off ic ia ls .   We need to  do a  bet ter  job  of  educat ing  c i ty  counci l  
members ,  mayors ,  county  commiss ioners ,  members  of  our  Genera l  
Assembly and our  Congress ,  as  to  what  the  Workforce  Inves tment  Act  
and the  Trade  Act ,  what  they mean to  our  country  and how incredibly  
impor tant  they are  to  economic  and workforce  development .  
 So coming up wi th  a  v iable  ef fect ive  market ing  p lan  tha t  can  be  
targeted  to  the  media ,  too ,  so  tha t  they unders tand how we deal  wi th  
th is  consternat ion  and upheaval  tha t ' s  caused.   I t ' s  so  essent ia l  and 
af fec t ing so  many people  today in  a  far  more  rapid  fashion than ever .   
So we could  do a  lo t  be t ter  job  of  tha t  in  making ourse lves  
unders tandable .   Our  l ight  i s  under  a  bushel  basket .  
 We need to  get  tha t  out  there .   The e lec ted  off ic ia l  popula t ion ,  
too .   That ' s  an  oppor tuni ty  for  us ,  not  jus t  to  lobby,  but  to  ac tual ly  le t  
them know what  the  resource  requirements  are ,  because  there  are  not  
enough resources  to  deal  wi th  a l l  of  the  e lements  of  what  we 've  ta lked 
about  today.   
 We 're  so  for tunate  in  th is  s ta te  to  have  a  grea t  Employment  
Secur i ty  Commiss ion,  a  grea t  communi ty  col lege  sys tem that ' s  now 50 
years  o ld ,  and a  workforce  development  sys tem that ' s  be l ieved in  by 
our  governor  and our  legis la ture .   So we 're  for tunate  to  have tha t .  
 But  we ' re  s t i l l  deal ing  wi th ,  even wi th  the  t remendous  economic  
development ,  you can see  the  numbers  tha t  Bet ty  quoted .   When you go 
down to  the  Depar tment  of  Labor  in  At lanta  and you see  those  f igures-
- r ight ,  Cur t i s - -and you see  us  s tand out  in  per  capi ta  income.   So a  lo t  
of  the  th ings  tha t  we 've  deal t  wi th  today,  so  i t ' s  an  ebb and f low that  i s  
rea l ly  chal lenging.   So more  resources  would  a lso  help  us  deal  wi th  
tha t .  
 HEARING COCHAIR FIEDLER:  Dr .  Owen.  
 DR.  OWEN:  Our  Workforce  Development  Boards  do an  



 

 

excel lent  job ,  but  they could  do a  be t ter  job  in  the  area  of  incumbent  
workers .   I  th ink we need to  have  more  incent ives  tha t  a re  avai lable  to  
exis t ing  companies  to  he lp  them see  the  impor tance  of  improving the  
ski l l  level  of  the  employees  tha t  they have  so  tha t  they can cont inue  to  
s tay  in  bus iness  and be  wi th  us .  
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 Also ,  in  my exper ience ,  the  requirements  of  the  Trade  
Adjus tment  Act  tha t  we have to  deal  wi th  in  terms of  t ime c locks  and 
when i t  s tar ts  and how long i t  can  go and when i t  ends ,  and Mary te l l s  
Suzy who 's  under  i t ,  th is  i s  what  I 'm going to  do,  and because  Suzy 
hasn ' t  done any s tudy,  she  jus t  fo l lows what  Mary does ,  but  by  the  
t ime they s tar t  the i r  c locks  are  d i f ferent ,  one  has  run out  of  the i r  
suppor t ,  and they ' re  only  hal fway through a  program of  s tudy.   
 I  th ink i f  we could  s impl i fy  how al l  those  processes  work so  tha t  
a  person is  able  to  f in ish  complete ly  a  program of  s tudy,  so  they can 
be  wel l  prepared to  go in to  another  bus iness ,  which wi l l  not  l ike ly  fa l l  
apar t  in  the  next  two or  three  years ,  I  th ink those  are  two areas  tha t  we 
could  focus  on that  would  help  a  lo t .  
 HEARING COCHAIR FIEDLER:  Thank you very  much.  
 HEARING COCHAIR HOUSTON:  Thank you.   Did  anyone e lse  
have  another  ques t ion?  
 COMMISSIONER WESSEL:   I 'd  l ike  to  go back to  the  Col l ins  
Aikman jus t  to  unders tand how we disaggregate  some of  th is  da ta  
because  i f  I  remember  correc t ly ,  you sa id  226 out  of  544,  i f  I  
remember ,  had received gainful  employment .  
 MR.  WHITE:   Right .  
 COMMISSIONER WESSEL:   Meaning hal f  had not ,  more  than 
hal f  had not .   I f  you were  to  look a t  tha t  226,  how would  you qual i fy  
them?  Are  we looking a t  an  age-based problem?  You 're  nodding your  
head so  I ' l l  le t  you--  
 MR.  WHITE:   No.   Absolute ly .   Because  we 've  got ten  to  know 
these  people .   We 've  gone to  mul t ip le- - the  company has  been great ,  
and we have an  e lec ted  off ic ia l  there ,  S ta te  Representa t ive  "Winkie"  
Wilkins ,  who represents  tha t  d is t r ic t ,  tha t  seemingly  knows every  
s ingle  one  of  these  individuals .   So we had a  lo t  of  hands-on suppor t .  
 And when you ta lk  to  people ,  yes ,  the  younger  genera t ion  has  
inculca ted  those  ski l l s  and they ' re  prof ic ient  wi th  computers .   You can 
jus t  see  i t  when they ' re  f i l ing  for  unemployment  insurance .   You can 
see  tha t  genera t ional  gap,  so  i t  takes  a  l i t t le  b i t  more  t ime,  and a lso  
you become--we 've  ta lked to  some folks  in  the i r  50s  and 60s ,  the i r  
moms and dads  worked a t  th is  p lant .   So  there 's  a  lo t  of  a t tachment  to  
tha t  bui ld ing,  and they l ive  c loser  to  tha t  par t icular  s i te .  
 The younger  fo lks  are  more  mobi le ,  and they 've  prepared for  tha t  
change,  and they 've  read about  i t ,  and they have some of  those  
occupat ional  sk i l l  se ts  tha t  make them more  employable ,  and they ' re  



 

 

wil l ing  to  move.   We ta lked about  tha t  phenomenon where  people  don ' t  
even want  to  work outs ide  the i r  county .  
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 So  we 've  had to  get  across  tha t  because  a  lo t  of  the  job  
genera t ion  in  tha t  RTRP market  i s  in  Orange County ,  in  Durham 
County ,  in  Wake County .   And somet imes  in  Virginia  ac tual ly .  
 COMMISSIONER WESSEL:   So are  we seeing the  40 plus  year  
of  age ,  the  people  who have been a t  the  p lant  probably  18,  20  years ,  
whatever- -  
 DR.  OWEN:  More  than that .  
 COMMISSIONER WESSEL:   Or  more  than tha t ,  tha t  you ' re  
h i t t ing  a  wal l  in  te rms of  how to  provide  services  to  those  40 p lus?   
The 25-year-old  i s  a  lo t  eas ier  to  t ra in ,  I  assume,  probably  can migra te  
in to  a  job  eas ier .   Are  you hi t t ing  a  wal l  tha t  i f  you were  to  look a t  
th is  226,  the  remaining 300 are  probably  most ly  40 p lus  and marr ied  
and e t  ce tera ,  e t  ce tera?  
 MR.  WHITE:   I  don ' t  know that  I  can  genera l ize .   There  are  fo lks  
in  the i r  50s  and 60s  tha t  are  working a t  AW.  Corey Jones  worked for  
37  years- - I  d id  some in terviews for  Indust ry  Week for  an  ar t ic le  by  our  
Secre tary  of  Commerce ,  J im Fain--  and he  worked for  37  years  there ,  
and now he 's  working a t  AW making more  money,  put t ing  together  
t ransmiss ions .  
 Another  gent lemen,  Mr.  Pul l iam,  was  a  manager  a t  Col l ins  and 
Aikman,  and he 's  working a t  AW as  a  supervisor ,  and when you ask  
people ,  and you say are  you bet ter  off  now?  He sa id  I 'm making a  
l i t t le  b i t  more  money,  and I  got  much bet ter  benef i t s ,  but  I  was  a  
manager ,  you know,  so  there  was  a  lo t  of  pr ide  in  tha t .   So you ' re  
deal ing  wi th  a  lo t  of  tha t ,  but  there  i s  some ta lent  in  tha t  cohor t .   I 'm 
not  sure  I  can  go tha t  far  as  to  say  i t ' s ,  you know,  to ta l ly  age  re la ted .  
 COMMISSIONER WESSEL:   Are  you seeing any adverse  
se lec t ion  because  of  the  group ra t ing  on these  pol ic ies  tha t ,  again ,  
somebody who 's  50 ,  an  employer  coming in  may want  a  younger  
workforce  wi th  lower  heal th  care?   Are  there  any th ings  you can 
genera l ize  on those  areas?   Things  tha t  we may have a  separa te  c lass  
of  people  we have to  focus  on in  a  d i f ferent  way?  
 DR.  OWEN:  One of  the  th ings  we need to  do and t ry  to  do 
constant ly  i s  to  make sure  tha t  people  don ' t  ra id  the i r  401(k)  
immedia te ly  when they are  la id  off  because  they have to  pay for  the i r  
car  or  the i r  washing machine  or  something of  tha t  na ture .   So tha t  i s  
done through workshops  and through working wi th  a  company to  make 
sure  tha t  people  unders tand tha t .  
 One of  the  more  d i f f icul t  th ings ,  though,  i s  to  cont inue  the i r  
medical  insurance ,  and we t ry  to  g ive  workshops  on how medical  
insurance  works  and what  they can do to  overcome that .   But  i t ' s  a  rea l  
d i f f icul t  s i tua t ion ,  especia l ly  i f  you have s igni f icant  heal th  problems.  



 

 

 But  I  don ' t  know that  I  have  heard  of  any s igni f icant  points  
where  a  person was  d iscr iminated  agains t  because  of  the i r  age  when i t  
comes  to  heal th  insurance .   I  don ' t  th ink i t ' s  a  grea t  problem that  I 've  
heard  of .  
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 HEARING COCHAIR HOUSTON:  Thank you,  gent lemen.   I  jus t  
had a  ques t ion ,  and Dr .  Owen,  you had a l luded to  th is  char t  a  l i t t le  
whi le  ago.  
 DR.  OWEN:  Yes .  
 HEARING COCHAIR HOUSTON:  The 1998 to  2007 char t  
l i s t ing  c los ings ,  and I  see  Col l ins  and Aikman wi th  automot ive  fabr ic ,  
which i s  cer ta in ly  something tha t  probably  i s  now coming in  f rom 
offshore .  
 You l i s t  a l l  k inds  of  reasons  here- -  consol ida t ion ,  los t  cont rac t ,  
bankruptcy ,  impor t  compet i t ion .   That ' s  sor t  of  the  reason,  but  I  
wonder  what 's  rea l ly  the  reason?   For  most  of  these ,  i s  th is  in ternal  
pressures ,  external  pressures ,  i .e . ,  China  and Mexico?   Or  what  would  
you a t t r ibute  most  of  the  sor t  of  fundamenta l  reasons  of  these  c los ings  
for?  
 DR.  OWEN:  I  know that  Alsco Meta ls  i s  consol ida t ing  the i r  
opera t ion ,  ha l f  of  the i r  opera t ion  in  Roxboro,  keeping hal f  of  i t ,  and 
moving hal f  of  i t  to  Ohio  to  the i r  home plant .   So  tha t ' s  a  re locat ion  
wi th in  the  Uni ted  Sta tes .  
 The others  I  would  say  fore ign compet i t ion  would  be  a  very  
impor tant  considera t ion ,  you know,  even the  tobacco,  and I  know that  
Bromma has  gone to  Malays ia .   They made the  large  cranes  tha t  a re  
down a t  the  por ts  tha t  p ick  up the  conta iner  modules  and put  them on a  
ship  and th is  type  of  th ing,  these  huge cranes .   And I  know they went  
to  Malays ia .  
 Cer ta in ly  Bur l ington Indust r ies  i s  compet i t ion .   Dia l ight  has  
gone to  Mexico.   I rv in  Aerospace  makes  parachutes  and they have been 
helped wi th  contrac ts  f rom the  government  and they lef t  and merged 
wi th  an  opera t ion  in  Fayet tevi l le .  So there  must  be  some aspects  of  
fore ign compet i t ion  involved in  many of  these .  
 HEARING COCHAIR HOUSTON:  Thank you very  much.   And 
one las t  ques t ion ,  I  had d iscussed th is  wi th  ac tual ly  one  of  my fe l low 
commiss ioners  a t  lunch.   I  know there  are  a  lo t  of  mi l i ta ry  boots  on  the  
ground in  Nor th  Carol ina .  
 DR.  OWEN:  Yes .  
 HEARING COCHAIR HOUSTON:  For t  Bragg is  the  pr ide  of  
Nor th  Carol ina .   In  the  l i te ra ture  tha t  I  saw l i s t ing  indust r ies ,  I  d idn ' t  
see  a  lo t  of  mi l i ta ry  appl ica t ions ,  and cer ta in ly  wi th  fabr ics  and 
manufactur ing,  one  of  the  th ings  we 've  heard  tha t  scares  us  a  lo t  in  a  
number  of  our  hear ings  i s  tha t  our  mi l i ta ry  fo lks  are  rea l ly  having 
t rouble  sourc ing mater ia l  to  f ix  tanks ,  you know,  moving vehic les ,  
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 They ' re  ge t t ing  rea l ly  s tuck because  so  much tool  and die  and so  
much manufactur ing has  c losed down in  the  Uni ted  Sta tes ,  which 
rea l ly  has  a  na t ional  secur i ty  impl ica t ion  for  a l l  of  us .  
 So I  wondered,  i s  there  anything coming in  in  mi l i ta ry  
contrac t ing?  
 DR.  OWEN:  Yes ,  yes .   We jus t  d iscussed a  minute  ago Force  
Protec t ion ,  which makes  the  successor  to  the  Humvee,  the  Cheetah  
vehic le ,  which i s  used by the  Marines  in  I raq  and a lso  has  t remendous  
homeland secur i ty  appl ica t ions  beyond the  mi l i ta ry ,  and tha t ' s  coming 
in to  our  communi ty ,  in to  the  p lant  be ing vacated  by Col l ins  and 
Aikman,  and where  Col l ins  and Aikman might  have had over  600 
pos i t ions  in  tha t  p lant ,  th is  company wi l l  be  producing maybe more  
value  wi th  270 employees  to  s tar t  in  tha t  p lant .  
 So we do have,  we do have some examples  of  mi l i ta ry  contrac ts  
in  our  communi ty .   We need more .  
 MR.  WHITE:   In  Fayet tevi l le ,  about  an  hour  south  of  here ,  we 
have a  BRAC regional  task  force  tha t  jus t  recent ly  was  informed of  a  
$5  mi l l ion  demonst ra t ion  grant  for  d is located  workers .   I t ' s  an  11-
county  consor t ium,  so  tha t  represents  a  t remendous  oppor tuni ty .   We're  
a  winner  in  the  BRAC sweepstakes .   FORSCOM is  coming up here  
f rom At lanta  so  a l l  those  companies ,  Nor throp Grumman,  Genera l  
Dynamics ,  they are  grea t  prospects  for  us ,  not  jus t  for  manufactur ing 
but  a lso  for  research and development- -we do tha t  very  wel l  here- -and 
for  regional  adminis t ra t ive  headquar ters .  
 So  there 's  a  grea t  oppor tuni ty  there .   So tha t ' s  a l ready in  p lay .   
We have a  $1.8  mi l l ion  nat ional  emergency grant  for  spouse  
employment  for  mi l i ta ry  and tha t ' s  working very  wel l .   So  tha t  
augments  tha t .   So  there  wi l l  probably  be  in  three  or  four  years  a  
var ie ty  of  those  contrac tors .  
 We have the  th i rd  larges t  mi l i ta ry  presence  in  the  country  in  the  
s ta te  of  Nor th  Carol ina .  
 DR.  OWEN:  Fayet tevi l le  Technical  Communi ty  Col lege  in  
Fayet tevi l le  has  a  mi l i ta ry  bus iness  opera t ion  tha t  i s  funded by the  
s ta te  legis la ture  to  promote  across  the  s ta te  of  Nor th  Carol ina ,  ge t t ing  
in to  government  contrac ts .   How do you do i t?   What  are  the  barr iers?   
They send out  people  to  local  communi t ies ,  working wi th  Economic  
Development  Commiss ions  and Chambers  of  Commerce  to  make sure  
they unders tand what  i s  avai lable  and out  there  tha t  companies  in  
Nor th  Carol ina  can apply  for  when i t  comes  to  mi l i ta ry  contrac ts ,  and 
that ' s  been going on for  a  couple  of  years ,  and they do a  very  good job.  
 HEARING COCHAIR HOUSTON:  Jus t  as  a  s ide  note ,  I  do  a  lo t  
of  work in  the  Bal t ics  and the  Balkan s ta tes ,  and I  was  in  Serbia  a  
couple  of  weeks  ago,  and somebody sa id  to  me,  wel l ,  how come i t  i s  



 

 

tha t  some of  these  countr ies  over  here  are  doing rea l ly  wel l ,  and then 
the  guy next  door ,  l ike  Belarus ,  i s  a  mess?   And I  sa id ,  you know,  I 've  
thought  about  th is  a  lo t  and I  th ink i t  depends  on the  ac tual  individual  
people  who are  taking care  of  the  swi tch  and the  changeover  when the  
changeover  happens .  
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 I 've  been th inking about  tha t  today here  in  Nor th  Carol ina ,  tha t  
you have such a  leg  up on so  many other  s ta tes ,  and we 're  very  g lad  to  
hear  of  what  you ' re  doing.   You rea l ly  are  making a  d i f ference ,  and 
Mr.  Whi te  and Dr .  Owen,  you 've  cer ta in ly  contr ibuted  to  tha t  for  Nor th  
Carol ina ,  and i t ' s  n ice  to  go out  on  a  very  h igh note .  
 MR.  WHITE:   Thank you very  much.  
 HEARING COCHAIR FIEDLER:  Thank you very  much,  
gent lemen.  
 HEARING COCHAIR HOUSTON:  Thank you.  
 DR.  OWEN:  Thank you.  
 HEARING COCHAIR FIEDLER:  Before  we have our  open mike 
sess ion,  I 'd  l ike  to  thank our  Commiss ion s taf f :  Paul  Magnusson,  who 
was  the  lead  pol icy  analys t  on  th is ;  Scot t  Bunton,  our  Execut ive  
Direc tor ;  M.L.  Faunce and Omar  Aslam,  who do a  lo t  of  the  rea l  work.  
 And every  word that  you have sa id  today has  been captured by tha t  
young woman over  there ,  Vicki  McLaughl in ,  who captures  a l l  the  
words  of  the  Commiss ion.   Thank you.  
 We' l l  take  a  f ive  minute  break before  the  open mic .  
 COMMISSIONER WESSEL:   Somet imes  too many.  
 [Whereupon,  a  shor t  break was  taken. ]  
 HEARING COCHAIR FIEDLER:  Before  we go to  the  open mic  
sess ion,  our  chai rman would  l ike  to  make a  couple  of  comments .  
 CHAIRMAN BARTHOLOMEW:  Because  I  rea l ized  tha t  we did  
not  expla in  the  makeup of  our  Commiss ion ear l ier  and some of  you 
may not  be  famil iar  wi th  i t ,  I  would  l ike  to  take  a  moment  to  expla in .   
The Commiss ion is  es tabl ished by Congress .   There  are  12 
commiss ioners .   There  were  a  lo t  of  conf l ic ts ;  i t ' s  not  any lack  of  
in teres t  on  the  par t  of  the  o ther  commiss ioners  who couldn ' t  be  here .   
 We 're  very  proud of  the  fac t  tha t  we are  one  of  the  only  
funct ioning b ipar t i san  ins t i tu t ions  in  a  c i ty  tha t  has  got ten  b i t te r ly  
par t i san  over  the  course  of  the  pas t  however  many years ,  and we end 
up wi th  an  annual  repor t  tha t  i s  a  consensus  document .   We actual ly  s i t  
down and go over  the  draf t  sentence  by sentence  and somet imes  word 
by word to  hash i t  out .   So we are  very  p leased wi th  tha t ,  and rea l ly  
what  I  wanted to  say  a lso  i s  thank you to  the  audience  who sa t  here  a l l  
day long today,  most  of  you.  
 We post  a l l  of  our  hear ing t ranscr ip ts  on  our  Web s i te ,  
www.uscc .gov,  so  you can get  access  to  o ther  people  who we have had 
tes t i fy  in  f ront  of  us ,  and thank you again ,  and le t ' s  jus t  move forward 
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 HEARING COCHAIR FIEDLER:  We have three  fo lks  who have 
regis tered  for  the  open mic .   I ' l l  take  them in  order .   The f i rs t  i s  Doug 
Longman.   The bas ic  ru le  i s  you have f ive  minutes  and we ' l l  have  to  
hold  you to  i t .  
 HEARING COCHAIR HOUSTON:  Even though we don ' t  have 
the  gavel .  
 MR.  LONGMAN:  No problem.   Thanks  very  much for  af fording 
me the  oppor tuni ty .   My name is  Doug Longman.   Despi te  the  color  of  
my shi r t ,  I  c la im no ins t i tu t ional  a ff i l ia t ion  a t  th is  point .   I 'm speaking 
s imply  as  a  c i t izen  of  Nor th  Carol ina  and as  a  consumer .   When I  th ink 
about  t rade  d iscuss ions ,  and having l i s tened to  the  t rade  d iscuss ion 
today,  they a lmost  a lways  tend to  emphasize  only  one  sec t ion  of  the  
to ta l  equat ion of  t rade .   But  a l l  households ,  in  fac t ,  have  two s ides :  
they have a  wage income earning s ide ,  but  they a lso  have  a  
consumpt ion s ide  to  them.  
 And I  be l ieve  tha t  essent ia l ly  having low cos t  impor ts  avai lable  
to  consumers  i s  very  impor tant  to  the  qual i ty  and s tandard  of  l iv ing of  
individuals ,  and in  point  of  fac t ,  i f  I  can  res t ra in  inf la t ion  and i f  I  can  
gain  goods ,  whether  i t ' s  f la t  panel  TVs or  sh i r t s  or  whatever  i t  i s ,  a t  
lower  pr ices  than I  would  have to  pay otherwise ,  I  c lear ly  benef i t  f rom 
th is  on  the  consumpt ion s ide  of  i t .  
 So  I  guess  my point  i s  to  say  tha t  consumers  are  subs tant ia l  
winners  f rom t rade  wi th  China ,  and I  would  hope that  we would  not  
adopt  pol ic ies  in  te rms of  our  t rade  wi th  China  tha t  would  in  some 
sense  cause  considerable  increase  in  pr ices  or  res t r ic t  the i r  abi l i ty  to  
expor t  to  us .   To phrase  i t  in  a  somewhat  f l ip  fashion,  i f  Mr.  Hu J in tao  
wants  to  d iscount  h is  currency 40 percent ,  in  o ther  words ,  have  a  40 
percent  off  sa le ,  how badly  do I  fee l  about  tha t  in  te rms of  the  goods  
tha t  I 'm receiv ing?  
 In  point  of  fac t ,  I  th ink I  fee l  fa i r ly  good about  tha t .   In  essence ,  
he 's  asking the  Chinese  people  to  subsid ize  my consumpt ion.   So I 'm 
happy about  tha t .    
 The second point  I  wanted to  make is  the  very  essence  of  t rade  
theory ,  and I 'm not  going to  lec ture  you about  Ricardo or  any of  the  
res t  of  th is ,  but  the  gains  of  t rade  necessar i ly  assume a  redeployment  
of  resources .   That ' s  how you get  the  gains  of  t rade  on both  s ides .  
 And what  we 've  heard  a  grea t  deal  of  today is  the  pain  associa ted  
wi th  tha t  redeployment ,  and I  don ' t  minimize  tha t  for  a  moment .   I 've  
spent  a  l i t t le  b i t  of  t ime s tudying the  Pi l lowtex s i tua t ion ,  and I 'm very  
famil iar  wi th  what  went  on  there ,  and i t ' s  very  rea l  pa in .   But  in  the  
larger  scheme of  th ings ,  what  we need to  be  th inking about  i s  the  
ques t ion of  how do we achieve  the  gains  of  t rade?   Where  do we look 
for  comparat ive  advantage  and how do we bes t  proceed a long that  l ine?  



 

 

 We 've  heard  something about  bur ia l  insurance  and Trade  
Adjus tment  Ass is tance  in  forums such as  th is ,  and I  th ink the  point  i s  
very  wel l - taken,  tha t  these  are  sor t  of  react ive  measures  as  opposed to  
proact ive  measures .   And i t  i s  incumbent  upon us  to  be  th inking in  a  
much more  proact ive  way.    
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 Now,  you can ca l l  th is  indust r ia l  pol icy  i f  you want .   I  wouldn ' t ,  
but  when you look a t  K through 12 educat ion,  you look a t  univers i ty  
level  suppor t ,  you look a t  R&D spending coming f rom the  federa l  
government ,  a l l  of  these  are  cr i t ica l  components  of  economic  growth 
and of  potent ia l  employment  oppor tuni t ies  for  our  popula t ion .   So I  
would  very  much encourage the  Commiss ion to  th ink in  those  terms,  in  
forward looking terms.  
 Now,  going f rom the  more  cosmic  to  the  very  tac t ica l  quickly ,  
the  recent  amendments  to  the  Trade  Adjus tment  Ass is tance  Act  
inc luded something for  heal th  care ,  and you 've  heard  a  l i t t le  b i t  about  
tha t .  
 And what  I  wanted to  speak to  there  was ,  again ,  I  have  d i rec t  
fami l iar i ty  wi th  the  s i tua t ion  of  Pi l lowtex,  and the  fundamenta l  
problem there  of  of fer ing  a  heal th  care  tax  credi t  i s ,  f i r s t  of  a l l ,  people  
don ' t  have  any money.   Giving them a  tax  credi t  i s  not  a  par t icular ly  
helpful  way to  go about  i t .  
 But  more  fundamenta l ly ,  you 've  taken them from a  group ra t ing  
p lan  and put  them in to  an  individual  ra t ing  p lan ,  which for  many of  
these  people  jus t  becomes to ta l ly  unaffordable  regardless  of  the  65 
percent  subs idy.   I t  doesn ' t  work.   The ac tual  take  ra te  on  th is  i s  
minuscule .   So a  wel l - in tended pol icy  pre t ty  much fa l l s  apar t  when i t  
comes to  execut ion where  i t  rea l ly  counts .  
 I  be l ieve  you may be  consider ing some opt ions ,  but  one  poss ib le  
a l te rnat ive ,  and th is  i s  jus t  a  pol icy  sugges t ion ,  i s  obviously  the  s ta te  
of  Nor th  Carol ina  runs  a  very  large  employment  base  wi th  employees .   
I f  people  def ined as  e l ig ib le  under  th is  s i tua t ion  could  be  put  in to  tha t  
pool  and opera te  under  a  group ra te  wi th a  r i sk  shar ing formula ,  th is  
would  be  a  far  more  a t t rac t ive  and a  far  more  equi table  outcome f rom 
my point  of  v iew.  
 HEARING COCHAIR FIEDLER:  Thank you very  much.  
 MR.  LONGMAN:  Thank you very  much.  
 HEARING COCHAIR FIEDLER:  Joan Kestun.  
 MS.  KESTUN:  Good af ternoon.   I  have  a  consul t ing  prac t ice  for  
in ternat ional  bus iness  development .   I 'm a  J .D.  by  t ra in ing and a lso  
have  a  master ' s  in  in ternat ional  law.   What  I  wanted  to  address  today 
was  the  burden of  due  d i l igence  tha t ' s  be ing placed to  the  ext reme on 
American bus inesspeople  tha t  i s  not  be ing placed on other  na t ionals  
f rom other  countr ies ,  par t icular ly  the  Fore ign Corrupt  Pract ices  Act .  
 I  th ink tha t  when you look a t  the  uni la tera l  p lacement  of  the  



 

 

costs  and the  inabi l i ty  of  American bus inesses  to  funct ion  in  a  
compet i t ive  manner  the  way that  o ther  country 's  companies  do,  I  th ink 
we 're  penal iz ing American bus inesses  and,  as  increas ingly  in  the  wor ld  
bus iness  background,  you ' re  increas ingly  having a l ternat ives  to  doing 
business  wi th  American businesspeople .  
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 I  th ink tha t  wi l l  jeopardize  American bus inesses  in  the  long run.  
 I  do  not  condone corrupt ion by any means .   I  l ived in  Brazi l  for  ten  
years  as  a  Brazi l ian  and I  know what  i t  i s  to  be  in  a  developing 
country  subjec t  to  how th ings  are  done.   However ,  I  th ink that  our  
enforcement  and our  inf luencing on corrupt ion should  be  done a t  an  
in ternat ional  legal  level ,  whether  i t ' s  through convent ions  or  t rea t ies  
or  through encouraging countr ies  to  enforce  the i r  own corrupt ion 
legis la t ion  as  opposed to  imposing our  legis la t ion  agains t  U.S.  
bus inesspeople .  
 I  a lso  th ink tha t  when i t  comes  to  expor t  i s  one  i ssue .   When i t  
comes  to  impor t ,  i t ' s  poss ib le  tha t  tha t  same ac t  could  be  appl ied  s ince  
fore igners  are  coming in  to  take  advantage  of  our  marketplace  on the i r  
e f for ts  in  the i r  country  to  expor t  f rom thei r  country  to  our  country .  
 I  th ink tha t  due  d i l igence  in  genera l  i s  very  expensive ,  and our  
companies  can ' t  compete  as  wel l  in ternat ional ly  in  l ight  of  tha t .   And 
I 'm very  concerned about  i t ,  very  concerned about  what  I  see  
in ternat ional ly .   
 As  a  s ide  l ight ,  a l though we have a  very  es tabl ished lobbying 
indust ry  in  the  U.S. ,  a  lo t  of  developing countr ies  do not  have  off ic ia l  
lobbying,  a l though they do have legis la t ive  inf luencing tha t  happens .   
And because  of  the  way the  DOJ and the  SEC has  been enforc ing the  
FCPA over  the  las t  f ive  years ,  i t ' s  had a  chi l l ing  effec t  on  a l l  bus iness  
tha t  U.S.  companies  perform in  any of  these  countr ies .  
 They do need to  deal  wi th  legis la t ive  inf luencers ,  whether  or  not  
you ca l l  them lobbying or  not ,  or  lobbyis ts  or  not .   Business  wi l l  not  
be  done in  a  country  tha t  has  a  3 .3  ra t io  or  3 .3  indic ia  of  corrupt ion 
which is  China ,  Brazi l ,  India .   And my ques t ion  i s  a t  what  point  do  
you,  can you funct ion?   Is  there  an  assumpt ion tha t  i f  your  indic ia  i s  
3 .3  or  be low,  tha t  corrupt ion is  happening,  no  mat ter  what  you do?  
 Is  the  due  d i l igence  a  cos t  tha t  you rea l ly  want  your  American 
companies  to  absorb  when they ' re  going in to  an  expor t  mode,  and 
fore ign companies  coming in to  the  U.S.  are  not  be ing af fec ted  by that  
cos t  a t  a l l?   And I 'm very  concerned about  tha t ,  and I  would  l ike  these  
th ings  expressed more  so  in  Washington.  
 When I  make th is  comment  to  government  people ,  normal ly  I  
hear ,  wel l ,  tha t ' s  the  way i t  i s  to  do business  wi th  the  U.S.   You need 
to  unders tand the  U.S.   Wel l ,  I  th ink tha t  a t t i tude  i s  a f fec t ing  the  
longevi ty  and success  of  U.S.  bus inesses  going forward.  
 Thank you.  



 

 

 HEARING COCHAIR FIEDLER:  Thank you very  much.   And the  
las t  regis tered  speaker  i s  Duane Long.  
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 MR.  LONG:  Good af ternoon,  ladies  and gent lemen.  
 HEARING COCHAIR FIEDLER:  Good af ternoon.  
 MR.  LONG:  Commiss ioners ,  Mr.  Chairman.   I  am Duane Long,  
and I  hope that  you 've  enjoyed your  v is i t  here  to  Nor th  Carol ina  and 
that  you 've  not  only  learned a  lo t  about  our  economy,  but  I  hope you 've  
seen,  too ,  tha t  th is  i s  a  grea t  p lace  to  l ive ,  be  educated  and to  ra ise  a  
family .  
 You 've  seen a  lo t  of  the  ta lented  people  who have helped make 
our  s ta te  jus t  the  way i t  i s  today.   I  am the  chai rman of  the  Nor th  
Carol ina  China  Center .   That  i s  a  nonprof i t  organiza t ion  tha t  he lps  
bui ld  a  br idge  between the  People 's  Republ ic  of  China  and North  
Carol ina .   I t ' s  for  bus iness ,  educat ional  and cul tura l  oppor tuni t ies .  
 And in  my profess ional  l i fe ,  i f  you wi l l ,  I 'm an ent repreneur .   
My family  and I  opera te  a  couple  of  companies  ca l led  Longis t ics ,  and 
tha t ' s  in  the  logis t ics  indust ry .  
 But  in  my capaci ty  as  the  chairman of  the  Nor th  Carol ina  China  
Center ,  something tha t  I  have  learned is  tha t  the  Chinese  people  are  
jus t  l ike  us .   They are  people  who care  about  the i r  famil ies ;  they love  
the i r  mothers  and fa thers  jus t  l ike  we do.   They love  the i r  brothers  and 
the i r  s i s ters  and rea l ly  what  they ' re  t ry ing to  do i s  very  s imi lar  to  what  
we ' re  doing in  our  l ives ,  and tha t  i s  they want  to  achieve  the  bes t  
qual i ty  of  l i fe  tha t  they can and they are  working very  hard  to  do th is ,  
and th is  i s  something tha t  I  have  observed dur ing a l l  of  my t r ips  to  
China  and in  meet ing a  number  of  the  Chinese  Americans  tha t  l ive  here  
in  our  region.  
 By the  way,  in  th is  region,  we have over  25,000 Chinese  
Americans  l iv ing in  the  Research Tr iangle  region.   So they are  jus t  
l ike  us  and what  I 'd  l ike  to  say  to  you today is  tha t  we should ,  a l l  of  
us ,  ge t  mot ivated  in  such a  way that  we can f igure  out  a  way not  to  jus t  
compete  agains t  one  another ,  but  to  compete  and coopera te  so  tha t  
everybody wins .  
 We might  be  able  to  achieve  some day tha t  v is ion  tha t  Mr.  Chen 
f rom Red Hat  sa id ,  a  harmonious  wor ld .   So as  you ' re  making your  
del ibera t ions  and you take  your  pol ic ies  back to  our  good f r iends  in  
Washington,  I  hope you ' l l  g ive  them some of  tha t  informat ion as  wel l .  
 HEARING COCHAIR FIEDLER:  Thank you very  much.  
 HEARING COCHAIR HOUSTON:  Thank you very  much.  
 MR.  LONG:  Thank you again  for  be ing here  in  Nor th  Carol ina  
and you 're  welcome back any t ime.  
 CHAIRMAN BARTHOLOMEW:  Thank you.   
 [Applause . ]  
 HEARING COCHAIR FIEDLER:  We' re  adjourned.  
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 [Whereupon,  a t  4 :45 p .m. ,  the  Commiss ion was  adjourned. ]  
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