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Material Procurement in theU.S.

“Buy American” Act and DBE (Condderation for
Minorities)

In our U.S projects we ae obliged to use many
U.S-meade pats  Thisis mainly because of the following
requirements.

- Application of the“Buy American” Act
- Use of companies designated as DBEs (Disadvantaged
Business Enterprises)

The “Buy American” Act demands that U.S.-made parts
used in afind product should account for at least 60% of the
amount of arelevant contract; and that fina products should
be assembled in the U.S. This act is applied when the
customer gppliesfor funding from the federal government to
supplement its own fund for procurement, and when a
federd fund is granted upon the approval of this gpplication.
Therefore, the act does not apply if the customer can finance
its procurement of vehicles for itsdf. Even in such acase,
however, authorities may demand find assembly on alocd
Siteto secure the employment of local workers.

DBEs refer to those enterprises which are of a scde
sndler than a specified one, and which are owned or
managed by a woman or a person belonging to a minority.
Each customer sets a target regarding the use of DBES, and
the achievement of this target is obligatory. A contractor
must submit a regular report to the customer regarding the
fulfillment of these requirements  Sometimes the
customer may audit rlevant matters.

Besides the above requirements, there are other factors
that contribute to higher cods of the use of parts and
materids from outsde the U.S,, indluding the application of
such U.S. gandards as railway and military standards under
customer pecifications.  Inthese circumstances, it isdl but
impossible to ddiver vehicles made only of Japan-meade

parts.

Procurement of Partsfrom U.S. Manufacturers

Though there ae no homegrown U.S. vehide
manufacturers & present, some vehicle part manufacturers
have survived for reasons explaned in the above
However, they are amdl in number, and have only a smdl
market. Given few choices, vehide manufacturers must
compete with each other to secure parts suppliersinthe U.S.

In addition, there are some Sgns of the reinvigoration of
ralway transportation, and the number of railway users is
growing, owing to such factors as the aggravation of traffic
jams in urban aress, a heightened citizen consciousness of
globa warming and other environmenta problems, and the
recent rise of gasoline price due to a higher crude ail price.
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With the number of ordered vehicles increasing in this
Stuation, dl parts manufacturers are extremely busy, anditis
difficult to have them obsarve a ddivery schedule.  Also,
their point of view or policy on qudity isvery different from
that of Japanese manufecturers.  If possible, we would
demand that the ratio of non-defective itemsto dl delivered
items should be 100%. On the contrary, the policy of U.S.
manufacturers is that it is a metter of course for a few
defective items to occur, for which an gppropriate measure
should be taken case by case.  This kind of policy is
unacceptable for a Japanese vehidle manufacturer.  Though
we have implemented some measures to contain
non-defective items, induding a thorough inspection before
shipment, they have proved unsuccessful in achieving a
perfect containment. Therefore, | think that there is an
urgent need for usto take additiond steps.

Trangportation of U.S--made Parts

Even if we succeed in solving these various problems and
enauring the shipment of satisfactory parts, we may gill be
confronted by difficult problems involved in transportation.
A delay in shipment often forces us to use air transporteation
to send heavy and/or large cargoes to Jgpan.  So far, we
have had no experience of sending completed vehiclesby air.
Under unavoideble circumstances, however, we once sent
cargoes with a total weight of more than 10 tons to Japan,
which contained such articles as whed et assemblies.  In
one case, we tried to send parts by ar because they were
ddivered too late to be in time for a manufacturing process
in our main factory. However, they landed in Singgpore
due to a migtake by a transportation business.  We had the
parts returned in a hurry, but they stopped again in Manila
where they were blocked by customs officids.  Eventudly,
it took nearly one month for the parts to be brought into our
factory. This experience gave me a pain beyond crying, S0
to speak.  In another ingtance, some parts bound for afina
assembly plant in the U.S. arrived nearly too late for useina
manufacturing process.  We immediately chartered a truck
to send the parts, but the driver was caught speeding during
trangportation, resulting in addlay of two days. There have
been too many trangportation problems of this kind to
enumerate.

A U.S. project dways involves many problems, so much
s0 that | cannot describe dl of them here due to pace
limitations. At the same time, however, | fed ajoy greater
than on any other occasion when | see vehicles completed
by solving these problems, and ddivered to the customer
successfully.  Our Phoenix and Seattle projects have now



entered the stage of fina assembly, which represents the last
step toward inaugureation. | would like to conclude by
expressing my hope that our future projects will invariably
be completed on schedule without any problems.



