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CUSTOMS SIMPLIFICATION

WEDNESDAY, JULY 6, 19355

UNTITED STATES SENATE,
CoMMITTEE ON FINANCE
Washington, D. C.

The committee met, pursuant to call, at 10: 10 a. m., in room 312,
Senate Office Building, Senator Harry Flood Byrd (Chairman)

esiding.
prPrtasent: Senators Byrd, Millikin, Martin, Williams, Carlson,
Barkley, Bennett. -

Also present : Elizabeth B. Springer, chief clerk.

The CHAIRMAN. The committee will now come to order.

Gentlemen, we are assembled to consider H. R. 6040.

I submit for the record a copy of the bill, as well as departmental
reports thereon received from the Bureau of the Budget, State and
Commerce Departments.

(H. R. 6040 and the reports of the Bureau of the Budget and De-
partments of Commerce and State are as follows:)

(H. R. 6040, 84th Cong., 1st Sess.]

AN ACT To amend certain administrative provisions of the Tariff Act of 1930 and to repeal
obsolete provisions of the customs laws

Be it enacted dy the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act may be cited as the ‘“Customs
Simplification Act of 1955” and shall be effective on and after the thirtieth day
following the date of its enactment.

SEc. 2. (a) Section 402 of the Tariff Act of 1930, as amended (U. S. C., 1952
editiomn, title 19, sec. 1402), is further amended to read as follows:

“SEC. 402. VALUE.

“(a) Basis.—Except as otherwise specifically provided for in this Act, the
value of imported merchandise for the purposes of this Act shall be—
“(1) the export value, or
“(2) if the export value cannot be determined satisfactorily, then the
United States value, or
“(3) if neither the export value nor the United States value can be deter-
mined satisfactorily, then the constructed value;
except that, in the case of an imported article subject to a rate of duty based
on the American selling price of a domestic article, such value shall be—
“(4) the American selling price of such domestic article.

“(b) ExporT VALUE.—For the purposes of this section, the export value of
imported merchandise shall be the price, at the time of exportation to the United
States of the merchandise undergoing appraisement, at which such or similar
merchandise is freely sold or, in the absence of sales offered for sale in the
principal markets of the country of exportation, in the usual wholesale quantities
and in the ordinary course of trade, for exportation to the United States, plus,
when not included in such price, the cost of all containers and coverings of what-
ever nature and all other expenses incidental to placing the merchandise in con-
dition, packed ready for shipment to the United States.

“(c) UNITED STATES VALUE—For the purposes of this section, the United
States value of imported merchandise shall be the price, at the time of exporta-

1



2 CUSTOMS SIMPLIFICATION

tion to th_e United States of the merchandise undergoing appraisement, at which
such or similar merchandise is freely sold or, in the absence of sales offered for
sale in the principal market of the United States for domestic consumption,
packed ready for delivery, in the usual wholesale quantities and in the ordinary
course of trade, with allowances made for—

“(1) any commission usually paid or agreed to be paid, or the addition for
profit and general expenses usually made, in connection with sales in such
market of imported merchandise of the same class or kind as the merchan-
dise undergoing appraisement;

*(2) the usual costs of transportation and insurance and other usual
expenses incurred with respect to such or similar merchandise from the place
of shipment to the place of delivery, not including any expense provided for
in subdivision (1) ; and

“(3) the ordinary customs duties and other Federal taxes currently
payable on such or similar merchandise by reason of its importation, and
any Federal excise taxes on, or measured by the value of, such or similar
merchandise, for which vendors at wholesale in the United States are ordi-
narily liable. '

“If such or similar merchandise was not so sold or offered at the time of
exportation of the merchandise undergoing appraisement, the United States
value shall be determined subject to the foregoing specifications of this sub-
section, from the price at which such or similar merchandise is so sold or offered
at the earliest date after such time of exportation but before the expiration of
ninety days after the importation of the merchandise undergoing appraisement.

“(d) ConsTRUCTED VALUE.—For the purposes of this section, the constructed
value of imported merchandise shall be the sum of—

“(1) the cost of materials (exclusive of any internal tax applicable in
the country of exportation directly to such materials or their dispasition,
but remitted or refunded upon the exportation of the article in the produc-
tion of which such materials are used) and of fabrication or other processing
of any kind employed in producing such or similar merchandise, at a time
preceding the date of exportation of the merchandise undergoing appraise-
ment which would ordinarily permit the production of that particular
merchandise in the ordinary course of business ;-

“(2) an amount for general expenses and profit equal to that usually re-
flected in sales of merchandise of the same general class or kind as the
merchandise undergoing appraisement which are made by producers in the
country of exportation, in the usual wholesale quantities and in the ordinary
course of trade, for shipment to the United States; and

“(3) the cost of all containers and coverings of whatever nature, and all
other expenses incidental to placing the merchandise undergoing appraise-

~ ment in condition, packed ready for shipment to the United States.

“(e) AMERICAN SELLING Prick.—For the purposes of this section, the Ameri-
can selling price of any article produced in the United States shall be the price,
including the cost of all containers and coverings of whatever nature and all other
expenses incidental to placing the article in condition packed ready for delivery,
at which such article is freely sold or, in the absence of sales, offered for sale for
domestic consumption in the principal market of the United States, in the ordi-
nary course of trade and in the usual wholesale quantities, or the price that the
manufacturer, producer, or owner would have received or was willing to receive
for such article when sold for domestic consumption in the ordinary course of
trade and in the usual wholesale quantities, at the time of exportation of the
imported article.

“(f) DEerinNITIONS.—FoOr the purposes of this section—

“(1) The term ‘freely sold or, in the absence of sales, offered for sale’
means sold or, in the absence of sales, offered—

“(A) to all purchasers at wholesale, or
“(B) in the ordinary course of trade to one or more selected pur-
chasers at wholesale at a price which fairly reflects the market value
of the merchandise.
without restrictions as to the disposition or use of the merchandise by the
purchaser, except restrictions as to such disposition or use which (i) are
imposed or required by law, (ii) the price at which or the territory in which
the merchandise may be resold, or (iii) do not substantially affect the value
of the marchandise to usual purchasers at wholesale.

“(2) The term ‘ordinary course of trade’ means the conditions and prac-

tices which, for a reasonable time prior to the exportation of the marchandise
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undergoing appraisement, have been normal in the trade under consideration

'with respect to merchandise of the same class or kind as the merchandise

undergoing appraisement.

“(3) The term ‘purchasers at wholesale’ means purchasers who buy in the
usual wholesale quantities for industrial use or for resale otherwise than at
retail ; or, if there are no such purchasers, then all other purchasers for resale
who buy in the usual wholesale quantities; or, if there are no purchasers in
either of the foregoing categories, then all other purchasers who buy in the
usual wholesale quantities.

“(4) The term ‘such or similar merchandise’ means merchandise in the
first of the following categories in respect of which export value, United
States value, or constructed value, as the case may be, can be satisfactorily
determined :

“(A) The merchandise undergoing appraisement and other merchan-
dise which is identical in physical characteristics with, and was pro-
duced in the same country by the same person as, the merchandise
undergoing appraisement.

“(B) Merchandise which is identical in physical characteristics with,
and was produced by another person in the same country as, the mer-
chandise undergoing apraisement.

“(C) Merchandise (i) produced in the same country and by the same
person as the merchandise undergoing appraisement, (ii) like the mer-
chandise undergoing appraisement in component material or materials
and in the purposes for which used, and (iii) approximately equal in
commercial value to the merchandise undergoing appraisement.

“(D) Merchandise which satisfies all the requirements of subdivision
(C) except that it was produced by another person.

“(5) The term ‘usual wholesale quantities’, in any case in which the
merchandise in respect of which value is being determined is sold in the
market under consideration at different prices for different quantities,
means the quantities in which such merchandise is there sold at the price
or prices for one quantity in an aggregate volume which is greater than
the aggregate volume sold at the price or prices for any other quantity.

“(g) TRANSACTIONS BETWEEN RELATED PERSONS.—

“(1) For the purposes of subsection (¢) (1) or (d), as the case may be,
a transaction directly or indirectly between persons specified in any one of
the subdivisions in paragraph (2) of this subsection may be disregarded if,
in the case of any element of value required to be considered, the amount
representing that element does not fairly reflect the amount usually re-
flected in sales in the market under consideration of merchandise of the
same general class or kind as the merchandise undergoing appraisement.
If a transaction is disregarded under the preceding sentence and there
are no other transactions available for consideration, then, for the pur-
poses of subsection (d), the determination of the amount required to be
considered shall be based on the best evidence available as to what the
amount would have been if the transaction had occurred between persons
not specified in any one of the-subdivisions in paragraph (2).

“(2) The persons referred to in paragraph (1) are:

“(A) Members of a family, including brothers and sisters (whether
by the whole or half blood), spouse, ancestors, and lineal descendants;

“(B) Any officer or director of an organization and such organiza-
tion;

“(C) Partners:

“(D) Employer and employee :

“(E) Any person directly or indirectly owning, controlling, or hold-
ing with power to vote, 5 per centum or more of the outstanding voting
stock or shares of any organization and such organization: and )

“(F) Two or more persons directly or indirectly controlling, con-
trolled by, or under common control with, any person.”

(b) Paragraph 27 (¢) of the Tariff Act of 1930 (U. S. C., 1952 edition, title
19, sec. 1001, par. 27 (c)), is amended by striking out ‘“subdivision (g) of sec-
tion 402, title IV” and inserting in lieu thereof ‘‘section 402 (e) of this Act”
and by striking out “subdivision (e) of section 402, title IV” and inserting in
leu thereof “section 402 (¢) of this Act”.
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(c) Paragraph 28 (c) of the Tariff Act of 1980 (U. S. C., 1952 edition, title
19, sec. 1001, par. 28 (c) ), is amended by striking out “subdivision (g) of section
402, title IV and inserting in lieu thereof “section 402 (e) of this Act” and strik-
Ing out “subdivision (e) of section 402, title IV” and inserting in lieu thereof
“section 402 (c) of this Act”.

(d) Section 336 (b) of the Tariff Act of 1930 (U. S. C., 1952 edition, title 19,
sec. 1336 (b)), is amended by striking out ‘“‘section 402 (g)” and inserting in lieu
thereof “section 402 (e)”.

(e) In any action relating to tariff adjustments by executive action, including
action taken pursuant to section 350 of the Tariff Act of 1930, as amended, the
United States Tariff Commission and each officer of the executive branch of the
Government concerned shall give full consideration to any reduction in the level
of tariff protection which has resulted or is likely to result from the amendment
of section 402 of the Tariff Act of 1930 made by this Act.

Sec. 3. Section 522 (c) of the Tariff Act of 1930 (U. S. C., 1952 edition, title
81, sec. 372) is amended to read as follows:

“(¢) MARKET RATE WHEN NO PROCLAMATION.—

‘(1) If no value has been proclaimed under subsection (a) for the quarter
in which the merchandise was exported, or if the value so proclaimed varies
by 5 per centum or more from a value measured by the buying rate at noon
on the day of exportation, then conversion of the foreign currency involved
shall be made—

“(A) ata value measured by such buying rate, or

“(B) if the Secretary of the Treasury shall by regulation so prescribe
with respect to the particular foreign currency, at a value measured by
the buying rate first certified under this subsection for a day in the
quarter in which the day of exportation falis (but only if the buying
rate at noon on the day of exportation does not vary by § per centum
or more from such first-certified buying rate).

“(2) For the purposes of this subsection the term ‘buying rate’ means the
buying rate in the New York market for cable transfers payable in the
in the foreign currency so to be converted. Such rate shall be determined
by the Federal Reserve Bank of New York and certified to the Secretary
of the Treasury, who shall make it public at such times and to such extent
as he deems necessary. In ascertaining such buying rate, the Federal Re-
serve Bank of New York may, in its discretion—

“(A) take into consideration the last ascertainable transactions and
quotations, whether direct or through exchange of other currencies, and

“(B) if there is no market buying rate for such cable transfers, cal-
culate such rate (1) from actual transactions and quotations in demand
or time bills of exchange, or (ii) from the last ascertainable transactions
and quotations outside the United States in or for exchange payable
in United States currency or other currency.

“(8) For the purposes of this subsection, if the day of exportation i8 one
on which banks are generally closed in New York City, then the buying rate
at noon on the last preceding business day shall be considered the buying
rate at noon on the day of exportation.” '

Sec. 4. (a) The following provisions of law are hereby repealed :

(1) Section 2649, Revised Statutes (U. 8. C., 1952 edition, title 19, sec.
12).

(2) The provisions of law now codified in section 13 of title 19 of the
United States Code (U. 8. C., 1952 edition, title 19, sec. 13).

(3) Section 2651, Revised Statutes (U. 8. C., 1952 edition, title 19, sec.

(4) Section 2999, Revised Statutes (U. S. O. 1952 edition, title 19, sec.
(5) Section 2040, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(8) Section 2941, Revised Statutes (U. 8. C., 1952 edition, title 19, sec. 17).
(7) Section 2942, Revised Statutes (U. 8. C., 1952 edition, title 19, sec.

(8) Section 2616, Revised Statutes (U. S. 0., 1952 edition, title 19, sec. 21).

(9) Section 2614, Revised Statutes (U. S. C., 1952 edition, title 19, sec.
22).
(10) Section 2615, Revised Statutes (U. 8. C., 1952 edition, title 19, secs,
28 and 376).
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(11) Section 2617, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

).

(12) Section 2611, Revised Statutes (U. 8. C., 1952 edition, title 19, sec.
26).
(13) Section 11 of the Act of February 8, 1875 (U. S. C., 1952 edition, title
19, secs. 24 and 27).

(14) Act of September 24, 1914 (U. 8. C., 1952 edition, title 19, sec. 28).

(15) Section 2627, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

4o}'m) Section 2687, Revised Statutes (U, S. C., 1952 edition, title 19, sec.
53)(1"1 ) Section 2646, Revised Statutes (U. S. C., 1952 edition, title 19, sec.
54)('18) Section 2647, Revised Statutes (U. S. C., 1952 edition, title 19, sec.
55{'19) Section 2944, Revised Statutes (U. S. C., 1052 edition, title 19, sec.
56}"20) Section 2648, Revised Statutes (U. S. C., 1952 edition, title 19, sec.
57{'21) Section 2635, Revised Statutes (U. S. C., 1952 edition, title 19, sec.
::(Ezz) Section 2580, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(23) Act of December 18, 1890 (U. S. C., 1952 edition, title 19, sec. 62).
(24) Section 258, Revised Statutes (U. S. C., 1952 edition, title 19, sec. 67).
(25) Section 2612, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(26) Section 2018, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(2;7) Section 13 of the Act of June 22, 1874 (U. S. C., 1952 edition, title
19, sec. 494).
(28) Section 3089, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(20) Section 2763, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(30) Act of February 10, 1913 (U. S. C., 1952 edition, title 19, sec 542).
(31) Section 3650, Revised Statutes (U. 8. C., 1952 edition, title 31, sec.

(32) Section 960, Revised Statutes (U. S. C., 1952 edition, title 19, sec.

(33) So much of section 3689 of the Revised Statutes (U. 8. C., 1952 edi-
tion, title 31, sec. 711 (7)) as reads: “Repayment of excess of deposits for
unascertained duties (customs): To repay to importers the excess of de-
posits for unascertained duties, or duties or other moneys paid under pro-
test.”

(34) So much of section 1 of the Act of September 30, 1890 (26 Stat. 511),
as reads: “And such clerks and inspectors of customs as the Secretary of
the Treasury may designate for the purpose shall be authorized to admin-
ister oaths, such as deputy collectors of customs are now authorized to ad-
minister, and no compensation shall be paid or charge made therefor.”

(b) The second sentence of subsection (f) of section 500 of the Tariff Act of
1930 (U. 8. C,, 1952 edition, title 19, sec. 1500 (f)) is amended by striking out
“take the oath,” and by striking out the comma after “duties”.

(c) Section 583 of the Tariff Act of 1930 (U. S. C., 1952 edition, title 19, sec.
1583) is amended by striking out “the back of”. .

Seo. 5. Nothing in this Act shall be considered to repeal, mnodify, or supersede,
directly or indirectly, any provision of the Antidumping Act, 1921, as amended
(U. 8. C,, 1952 edition, title 19, secs. 160-173). The Secretary of the Treasury,
after consulting with the United States Tariff Commission, shall review the opera-
tion and effectiveness of such Antidumping Act and report thereon to the Con-
gress within one year after the effective date of this Act. In that report, the
Secretary shall recommend to the Oongress any amendment of such Antidumping
Act which he considers desirable or necessary to provide for greater certainty,
speed, and efliciency in the enforcement of such Antidumping Act.

Passed the House of Representatives June 22, 1955.

Attest:

RALPH R. RoBERTS, Clerk.
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ExEcUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,
Washington 25, D. C., July 5, 1955.
‘Hon. HARrY F. BYRD,
Chairman, Commitiee on Finance,
United States Senate, Washington 25, D. O.

My DEAR Mg. CHAIRMAN : This will acknowledge your letter of June 24, 1955,
Jfor the views of the Bureau of the Budget on H. R. 6040, a bill to amend certain
administrative provisions of the Tariff Act of 1930 and to repeal obsolete pro-
visions of the customs laws.

You are advised that enactment of H. R. 6040 would be in accord with the
program of the President.

Sincerely yours,
RALrH W. E. RED, Assistant Director.

DEPARTMENT OF STATE,
Washington, July 6, 1955.
‘Hon. HARRY F. BYRD,
United States Senate.

DeAR SENATOR BYRD: Further reference is made to your letter of June 24,
1955, requesting a report on H. R. 6040, to amend certain administrative pro-
lvlsion:s of the Tariff Act of 1930 and to repeal obsolete provisions of the customs
aws.

Passage of this legislation is strongly urged by the Department of State. The
"‘barriers to trade which over the years have unintentionally been created by our
"customs procedure must be eliminated if the President’s policy of expanding trade
between the countries of the free world is to be effectively implemented.

The most important single: provision of the legislation is that section which
eliminates “foreign value” as a basis for customs valuation and provides for
‘other much-needed changes in our valuation provisions. These changes have
long been urged by American businessman engaged in buying goods abroad and
‘by foreign governments as the most important reform which this Government
could make in simplifying its customs procedures. The uncertainties and delays
created by present valuation procedures are claimed by foreign businessmen to
be a major obstacle in their efforts to develop stable business relations in the
"United States.

It is in the self-interest of the United States, as the world’s greatest trading
nation, that obstacles to trade be removed. Enactment of this legislation would
‘be a significant step in eliminating an important obstacle to expanding world
trade which the President has recognized as a vital factor in our own economic
growth as well as the economic growth of our allies and the security of the free
world.

The Department has been advised by the Bureau of the Budget that there is no
‘objection to the submission of this report.

Sincerely yours,
: THRUSTON B. MORTON,
Assistant Secretary
(For the Secretary of State).

THE SECRETARY OF COMMERCE,
Washington 25, July 6, 1955.
THE HONORABLE HARRY F. BYRD, -
Chairman, Committee on Finance,
United States Senate, Washington 25, D. C.

DrAR MR. CHAIRMAN : I refer to the letter of June 24 from your committee
‘inviting the views and recommendations of the Department of Commerce on
H. R. 6040 to be cited as the “Customs Simplification Act of 1955.” We are happy
-to endorse this proposed legislation and trust that it may receive the approval
of the Congress and become law as soon as possible.

From the viewpoint of the promotion of commerce, our special concern is witb
-the first substantive part of the bill, which deals with the basis of customs
.valuation. The essential change proposed is the standardization upon *“export
value” as the primary basis of assessment of ad valorem duties, where ascertain-
able, and the dropping of the present alternative of ‘‘foreign value”. This change
was embodied in bills earlier considered and approved by the House -0of Repre-
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sentatives (H. R. 5877 and 65106, 83d Cong.), which this Department then heartily
endorsed. We regard this change as the most important unfinished business

in the field of customs simplification. ]

The survey conducted by the Treasury during the past year at 8 import centers
in the Uhnited States, involving the recomputation of dutiable value in about
20,000 import shipments on the basis of the present and the proposed legislation
finds that, on the whole and in the great majority of cases, no material decreases
in either the dutiable value or customs collections are likely to result. Moré-
over, I am pleased to note that in connection with ' any tariff adjustment by
executive action, the bill gives assurance that full consideration will be given
to any reduction in the level of tariff protection resulting from the valuation

changes.
We have been advised by the Bureau of the Budget that they would impose no

objection to our submission of this report.

Sincerely yours,
SINCcLAIR WEEKS,

Secretary of Commerce.

" The CratRMAN. The first witness this morning is Assistant Secre-
tary of the Treasury, H. Chapman Rose. Mr. Secretary, we are
deliglited to have you here, sir, and are glad to hear from you.

STATEMENT OF H. CHAPMAN ROSE, ASSISTANT SECRETARY OF
THE TREASURY, ACCOMPANIED BY W. R. JOHNSON, SPECIAL
ASSISTANT TO COMMISSIONER OF CUSTOMS, AND CEARLES R.
McNEILL, ASSISTANT GENERAL COUNSEL, TREASURY DEPART
MENT

Mr. Rose. Thank you very much, sir.

I very much approciate the opportunity to appear before your
eommittee to testify on H. R. 6040, the Customs Simplification Act
of 1955. " You will recall that I have appeared before your committee
in executive session with respect to the Customs Simplification Acts
of 1953 and 1954. The Customs Simplification Act of 1953 provided
for the elimination of many procedural impediments to trade, author-
ized the modernization of administrative procedures, and eliminated
a number of inequities that had developed in the operation of the
customs law. The Customs Simplification Act of 1954 directed the
Tariff Commission to undertake a study lookin’% toward the moderni-
zation of the classification descriptions in the Tariff Act of 1930 and
the elimination of certain anomalies and difficulties in existing tariff
descriptions. This act also made certain changes in the Antidumping
Act of 1921 and in other administrative provisions of the tariff laws.
.- We in the Treasury are very grateful to the Congress for the assist-
ance that these acts have given the Treasury Department and the
Customs Bureau. The authority grantéd by these laws, together with
new administrative procedures which have been ado&t:d in Customs,
have greatly changeg the current workload picture. September o
1953, at about the time the Customs Simplification Act of 1953 be-
came effective, the backlog of unliquidated customs entries had reached
an all-time high of 900,000. This meant that, at the then current rate
of liquidation, it would have taken the Customs Bureau 1 year to dis-

ose of the backlog without handling any current work. “This back-
og of customs entries awaiting liquidation had risen steadily ever since
the war from a low point of 275,000 in 1947 to 700,000 when this admin-
istration took office, and then to 900,000 in September 1953. As of the
end of the first quarter of this year, this backgog had been reduced by
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nearly one-third—to 655,000. The volume of imports continues at peak
levels but our rate of liquidation has been raised from 225,000 a quarter
in September 1953 to 322,000 in the first quarter of this year, and we
expect the rate of liquidation to continue to rise.

know you will agree with me that this record of progress is heart-
ening, but more still needs to be done. The modernization and simpli-
fication of customs procedures cannot be accomplished merely by the
enactment of 2 or 3 statutes or by 2 or 3 years’ intensive effort. Itisa
continuing problem which requres the constant attention of all cus-
toms management and personnel and the continued support of the
Congress through the enactment of further revisions in the customs
laws when their need becomes apparent.

At the present time the one area of customs administration which
most urgently needs revision and simplification is that relating to the
Erocedures for the valuation of imports. No matter how efficient the

iquidation procedures in the collector’s office may be, the collector’s
final determination of duty must await, in the case of ad valorem duty
imports, a valuation decision by the appraiser. As of March 31, 1955,
150,182 entries were in the hands of the appraisers awaiting valuation
for more than 30 days; 38,870 of these entries were delayed because
foreign value investigation had been found necessary.

That does not mean 39,000 foreign value investigations. It is some-
where in the range of 300 investigations that cover that number of
invoices.

Section 2 of H. R. 6040, which we believe is the most important part
of this bill, is intended to revise and simplify the valuation provisions
so that this backlog of unappraised entries in the hands of the ap-
praisers for more than 30 days may be reduced, primarily by eliminat-
Ing the necessity for a great number of investigations in foreign coun-
tries. Section 2 is also intended to make valuations more predictable
and certain for all persons concerned with international trade and to
make valuations approach more closely the commercially realistic
prices for the wholesale trade with the United States.

Valuation of merchandise for customs purposes is necessary only in
connection with those imports which are assessed duties on the basis of
a percentage of their value. Such duties are called ad valorem duties.
I would like to say this—that in 1954 our total imports were approxi-
mately $10.5 billion. Of these, about $5.8 billion were free o duty
under the Tariff Act. Another $3.25 billion were subject to duty on a
basis called specific duty—that is, so much per pound or so much per

ard or other basis of im&osition of duty which does not relate to value.
is bill does not affect those 2 classes of imports which totaled in 1954
about $9.2 billion of $10.4 billion total imports. It relates only to the
agproxmately $1.4 billion of imports which are dutiable on a so-called
ad valorem basis, which is a percentage of the value of the goods; or on
a so-_cgzlled compound basis, which is a combination of ad valorem and
specific.

Under existing law, the appraiser is required to determine both the
foreign value, which is the going wholesale price in the country of
origin for domestic consumption, and the export value, which is the
gomg wholesale price in the country of origin for export to the United

tates. After both of these values have been determined, the ap-
praiser is required to use the higher of the two. The first change which
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H. R. 6040 would make is to eliminate foreign value as a basis of
appraisement and make export value the single primary basis of valua-
tion. This elimination of foreign value would, of course, permit the
Treasury greatly to reduce any future accumulations such as the more
than 88,000 entries which are now being held up because a foreign
value investigation is needed.

The second substantial change made by this bill is to redefine a num-
ber of terms contained in the valuation provisions. The value to be
used under the present law is stated to be the price at which “such or
similar merchandise is freely offered for sale to all purchasers in usual
wholesale quantities and in the ordinary course of trade” in the princi-
pal markets in question. These words, with the judicial interpreta-
tions that have been placed upon them, have been responsible for a
number of results which are inconsistent with normal trading prac-
tices. Consequently, the valuations arrived at are often surprising
to businessmen not experienced with import practices. Thus, for
example, the courts have held that in determining wholesale value,
the price at which the largest number of transactions occur must be
used rather than the price at which the largest quantity of goods is
moved. Court decisions have prohibited the use of a wholesale price
which is freely offered to wholesalers but not to retailers who pur-
chase in the same wholesale quantities, on the ground that the goods
are not freely offered to all purchasers at the wholesale price. gl‘hey
have also prohibited the use of a wholesale price if the seller, pursuant
to a frequent business practice, selects his customers and is willing, for
example, to sell to only one customer in each town. The second im-
portant change which this bill makes in present valuation methods is
to define these terms so as to permit the more frequent use of the actual
going wholesale price when it is commercially realistic to do so.

The third important change relates to amendments to the secondary
methods of valuation which are to be used in case export value can-
not be determined. These secondary methods of valuation are basically
the same as they are under existing law. The first method of valua-
tion which is resorted to if export value cannot be determined is United
States value which, broadly speaking, is the going wholesale price at
which the imported merchandise is sold in the United States less the
cost of getting it here and selling it. May I interpolate there? To
speak in layman’s terms, that is a sort of export value which is worked
back from the price in the United States. In other words, you take
the going price in the United States, deduct the cost of transporta-
tion, the duty and the other costs of getting it here, and get a residual
value abroad for export to the United States. In doing so, of course,
you have to make deductions for various costs, including expenses of
getting it here.

At present, the deductions permitted for general expenses and profit
are limited by the statute to a fixed percentage of the price. Under
H. R. 6040 actual expenses and profits would be permitted to be de-
ducted. The final method of valuation, if all else fails, is to construct
a value out of the costs of materials and labor and expenses going into
the product plus an amount for profit. This method of valuation
formerly called cost of production, has been retitled “constructed
value.” H. R. 6040 will also revise the determination of constructed
value by permitting actual expenses and profit to be used when they
are less than the fixed minimum percentages now required by law.
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In redrafting the valuation standards we have sought to make the
secondary standards of valuation, United States value and constructed
value, as near’(liy ¢omparable as possible to an export value if one had
existed. By doing so, we hope to discourage the practice which is
sometimes resorted to now of creating artificial conditions in the trade
in a particular product so as to shift the valuation basis to a more
favorable standard.

Some imports, particularly certain coal-tar products and rubber-
soled footwear, are valued on the basis of the American selling price.
This bill leaves the American selling price applicable’'to all such im-
ports as well as to any imports to which the American selling price
msﬁ be made applicable in the future. ' o

- H. R. 6040 differs in three substantive respects from the valuation
provisions in bills H. R. 6584 and H. R. 5877 of the 83d Congress which
were before your committee in 1953. '

First, those bills contained an additional valuation standard, com-
parative value, which was intended to be used, if possible, before resort-
ing to the complicated determination of constructed value. This
proposal was deleted from the present bill because our valuation
survey, which I shall describe to you in more detail later, indicated
that comparative value would have been used in less than one-half of
1 percent of the cases which were examined in that survey.

Second, for the purpose of determining the commission usually paid
or agreed to be paid under United States value or in determining the
various elements of constructed value, situations may exist where un-
der the former language consideration would have had to be Fiven
to transactions between related companies which would be unreliable
bases for valuation. A new subsection (g) has therefore been in-
serted in amended section 402 to provide that related company trans-
actions may be disregarded in those circumstances and to authorize
determination of the amounts required to be considered from the best
evidence available. -

Third, subsection (e), on page 10, has been added to make it clear
that if any reduction in the level of tariff protection results or is like-
ly to result, from the change in valuation, that reduction shall be
given full consideration by the Tariff Commission and all executive
officers in connection with any tariff adjustment.

Hearings before the Ways and Means Committee of the House of
Representatives and debate on H. R. 6040 on the floor of the House
have disclosed that one of the principal objections raised to H. R.
6040 is the allegation that it is a tariff-reduction measure rather than
a customs-simplification proposal. That is not the purpose of this
bill. Of course, there is bound to be some reduction in the valuation
of imported merchandise resulting from a change from the use of
a “whichever is higher” of two standards to the use of just one of
those standards. order to obtain as accurate an indication as pos-
sible of the probable results of all proposed changes on the level of
valuations, tlll)e Bureau of Customs conducted a very extensive sample
survey of imports made during the fiscal year 1954.

In that survey, the appraised value of imports was recalculated to
determine what the valuation would have been if the proposed methods
of valuation had then been in effect. We sought to obtain as fair a
random sample as possible of all imports into the United States. For
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this pu?ose we selected New York as representative of the Atlantic
seaboard and Laredo as representative of Mexican trade, and selected
every 20th entry at those ports for reappraisal. Detroit and Buffalo
were chosen as representative for the Canadian border trade, Los
Angeles and San Francisco for the Pacific coast, and New Orleans
and Houston for the gulf trade. Every 40th entry at these ports was
reappraised. According to 1954 statistics, about 70 percent by value
of all imports subject to ad valorem duties were appraised at these
8hports, and about 75 percent of all ad valorem duties were collected
there.

A total of 19,908 recomputations of dutiable value were made, cover-
ing more than $42 million of goods; 59.12 percent of these 19.908 en-
tries were appraised on the basis of export value under existing law.
That means that for slightly over 59 percent of these entries export
value had been determined to be the same or higher than foreign value.
In 29.07 percent of the entries appraisement was made on the basis of
foreign value. United States.value, cost of produetion, and American
selling price accounted for the remaining 11.81 percent of the sample.:

Turning to the charts, this first chart is for the purpose of indicating
the percentage or portion of our imports we are dealing with in this
bill. Our total imports for 1954 were $10.491 billion of which $5.822
billion were nondutiable and therefore are not affected by the bill;
$3.258 billion were dutiable on a specific basis, which I described, and
are therefore not affected by the bill; and $1.411 billion were dutiable
on an ad valorem or compound basis and therefore are the imports
which would be affected by the bill.

Our study showed that, based on the 1954 sample, $1.411 billion’
would become $1.376 billion, or a valuation decrease of 2.5 percent.

To indicate what the effect on duties was, the second half of the
chart shows total duties collected of $545.7 million, of which $286
- million are unaffected because they are specific duties; $259.6 million
were the ad valorem duties collected, which, based on our sample,
would become $254.5 million, or a 2-percent decrease in the amount
of duties collected.

The reason for the difference between the 2.5 decrease in the valua-
tion and the 2-percent decrease in the duties collected is because the
test indicated that the effect on valuations was greater on low-duty’
items than it was on high-duty items. Therefore, the valuation de-.
crease 1s %eaiter ‘than the indicated decrease in the revenues shown.
Chart 1 shows the overall effect on valuations and duties collected,
taking all ad valorem imports and averaging them.

An average, of course, always conceals transactions which are both
above and below the average.

For the purpose of determining more specifically the effect on par--
ticular commodities, we broke down our sample survey into the 77
commodity groups listed down the middle of the ¢ which are
the commodity groups within which the Department of Commerce
classifies our imports for census purposes. -

The column to the right, facing you, shows the volume of imports
of each of those commodities. In other words, these bars, added up,
would total the $1,411 million which you saw on the first chart. The
bars to the left show by commodity groups the percentage decreases
in valuation which go to form that 2.5 percent overall average.

64984 —55——2
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The ones at the top of the chart are those which decrease more than
4 percent ; the ones in the middle, decrease from 4 to 214 percent; and
the ones at the bottom, less than the average of 214 percent.
~ This chart 3—I will skip over it rapidly because its sole purpose
is'really to explain why it is that the decrease in valuation is 214
percent and the decrease in duties is 2 percent—indicates that the
smallest valuation change comes in the items with the highest duty.
The greatest effect in the items that averaged the lowest duty, and
the items that are between 214 and 4 percent are betwen the 2
extremes.

The CaairMaN. Mr. Secretary, what is the highest percentage of
reduction in tariff that this would make on any one commodity group ¢

Mr. Rose. Sixteen percent, as shown on the No. 2 chart.

The CrAIRMAN. Speaking in averages up to this stage, it would be
interesting to know the percentage of reduction of the different
commodity groups. .

Mr. Rose. The highest is 16 percent. There are 4 more than 12

t.

The CHAIRMAN. Which isthe one at 16 percent ?

Mr. Rose. Drugs, herbs, and similar products.

The CuamrMaN. This new method of valuation would make a re-
duction of tariffs of 16 percent in that group ¢

Mr. Rose. I don’t believe that is quite accurate, sir. It would not
reduce the tariff ; it would reduce the valuation based on 1954 imports.
and methods of distribution by that amount.

I would like to point this out—it is something that I wanted to get
into in more detail—there are 2 or 3 main reasons, I think, why tﬁs
bill has any valuation effect. Omne is this: that you find situations
where the quantities being offered in the domestic trade in the country
of origin are less than the quantities which are offered in the export
trade from time to time. erefore, the price in the export trade is
lower. You also find situations where the method of distribution is
such—for example, in some European countries there is a price to
wholesalers and a different price to retailers. The wholesale price is
not available to retailers no matter what quantity the retailer
purchases.

In a situation like that, the foreign value is, under current practice,
the price to retailers, not the price to wholesalers.

ow, as to both those types of change—a change in the method of
distribution abroad could produce, under existing law, exactly the
effect of this bill and to some extent that has already happened in
certain commodities between 1954 and 1955.

Now, I put that in as a qualification because I think that, while the
indicated reduction which this bill would have produced in 1954, is
shown by these figures, that reduction is to some extent taking place
to some very substantial extent taking place—as people learn how to
accommodate their distribution methods more to our existing law.

Senator BArkLEY. May I ask a question while he has these charts?

I do not know whether the charts have anything to do with it or not,
but I want to call attention Lo a situation with which you are familiar.

In regard to the importation of watches into this country, there is a
tariff of $2 and somthing per movement on 17-jewel watches and $9
or $10 on 21-jewel watches. The importers or the manufacturers re-
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sorted to the device by which they would send a watch over with 17
jewels and 4 blind plugs where they could put 4 more jewels after it
got 1n here so thez got the watch in at the cheaper rate of duty as a
17-jewel watch. As soon as they got it in this country they made it 4
more jewels and put 4 more in and sold it and escaped the tariff.

The Treasury issued a regulation against that to avoid that device
and that evasion of the obvious intention of our tariff laws. I am told
that they have resorted now to another device that is intended to
escape that plug.

ow, 1s there anything in this bill that deals with that?

Mr. Rose. No, sir, there is not. Your statement is correct, sir, that
we issued a ruling, a tentative ruling in January which became final
sometime in April, which in substance said that watches which were
specially designed to facilitate remanufacture by the introduction of
additional jewels in this country, and containing substitutes for jewels,
were subject to the higher duty.

There have been various variant constructions submitted to us since
that time for consideration. We haven't finally passed on them, sir.
That is a phase of the process that goes on in various fields of design-
in aroung a given tariff structure.

could speak to that, I think, more intelligently after we have ruled
on these other——

Senator BARKLEY. It seemed to me as a layman that that is such an
obvious fraud, designed to be, and intended to evade the tariff laws
of the United States, that it ought to be dealt with in some way that
would be effective.

Mr. Rose. Well, sir, there is a fine line, as you know, both in income-
tax law and customs law between setting up a transaction in a way
legitimately to pay the lowest taxes or duties and the evasion of duties
and taxes, properly applicable. I have difficulty answering your ques-
tion finally as to whether legislation ought to be considered until we
have ruled finally on these devices.

Senator BARKLEY. On the new devices?

Mr. Rose. Yes, sir.

Senator BarkLEY. Designed to get around your previous ruling?

Mr. Rose. Yes, sir.

Senator BarkrEey. I don’t know whether these charts have anything
to do with that or not.

Mr. Rose. No,sir. Watches are dutiable at specific duties.

Senator BArRkLEY. I know that.

Mr. Rose. This has only to do with ad valorem basis for valuation.

. Senator BARgLEY. You may discuss that a little later in more detail
but if these charts haven’t anything to do with it—-

Mr. Rosk. No, sir, because those duties are specific and this is ad
valorem.

This fourth chart is the closest approach that we could make to a
statistical presentation of the effect of this bill, again based on the
1954 1mports, on protection. It is the same 77 commodity groups, and
the rlqht-hand side of the chart is the same as on chart 2, indicating
the volume of imports in each one of these commodity groups. The
left-hand side of the chart gives the combination og the valuation
plus the duty to indicate what the reduction in after-duty cost—in
other words, duty-paid cost—of the goods would be. It indicates an
overall average of one-half of 1 percent reduction in duty-paid cost.
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In this top group, where the effect is most, the average effect is 1.I
percent. You see the highest effect is 4 percent on firearms, of which:
the imports are quite small. There are only 3 cases where the effect
is greater than 2 percent. ’

the middle group, where the valuation effect was between 214 and’
4 percent, the effect on after-duty cost is one-half of 1 percent; and
in this last group the effect is two-tenths of 1 percent.

Now, I have one more chart. After this survey was completed, I
was anxious to determine the relationship between the old and the
new valuation formulas and the actual costs—the actual invoice price
of the goods that came in—as a test of the commercial realism of the
proposals that the bill contained.

e bottom half of this chart reflects our sample which totals $42.2
million worth of goods. $32.4 million worth of goods would be valued
the same under the old and the new formula. That reflected 16,000

lus of our 19,900 items; 3,600 of the items were changed from a

9.8-million valuation to an $8.8-million valuation. The invoice price
m those 3,600 transactions, however, was $8.7 million. So that the.
indication is that we would go from valuation on the present bases of.
$9.8 million of goods that actually cost $8.7 million to, on the new basis,
a valuation of $8.8 million of goods that actually cost $8.7 million;
indicating to me that we are approaching a more commercially realistic
method of valuation.

Senator Barkrey. If I might get back to the matter I raised. You
are waiting on certain rulings; for certain facts which you won’t obtain
until after this bill is passed or until after Congress has adjourned..
It would be too late to include it in this bill. Tf I come up with a sug—-
gestio_n in the way of an amendment to deal with that question in the:

ill, I would like to submit it to you and get your judgment on it.
- Mr. Rose. I would be glad to consider it, sir.

We believe that the results of this survey establish as definitely as:
possible that while some reductions in valuation will result from the
changes proposed in this bill, such valuation changes are quite small
and the loss In revenue protection is not significant as to any commod-
ity group. Moreover, the provisions of new subsection (e) make it
clear that any possible loss in.valuation resulting from this bill will
be taken into full account in connection with any Tariff Commission
or executive consideration of 3 tariff adjustment, including possible:
relief through escape-clause action.

The other principal objection raised against the valuation proposals
is that they would interfere with or inf%'inge upon the protection af-
forded domestic industry by the countervailing duty provisions of sec-
tion 303 of the tariff act and by the Antidumping Act of 1921. .To
avoid any possible question of repeal or modification of the Antidump-
ing Act of 1921, the Committee on Ways and Means, at the suggestion
of the Treasury, inserted a new section 5 in the bill. * This section spe-
cifically provides that nothing in the act shall be considered in any way
to modify the f)rovisions of the Antidumping Act of 1921. S

Moreover, 1 can assure your committee that.the Treasury will con-
tinue to require on customs invoices the foreign value information nec-
essary to permit enforcement of the provisions of the antidumping
laws. We will obtain this information and record it for antidumping
purposes, but still obtain a considerable saving in customs operations.
At the present time appraisers are required to make a determination

3
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of foreign value in the case of every ad valorem import. Under this
bill this investigation and verification of the information on foreign
value contained on the customs invoice would not have to be made un-
less the difference between that value and the price chal"ﬁ-(il the United
States importer indicated a likelihood of dumping. s procedure
would permit a substantial reduction in the number of foreign value
inquiries and permit more effective concentration by the available
customs overseas staff on prompt investigation of suspected dumping
cases.

Countervailing duties would be wholly unaffected by the enactment
of this bill. Countervailing duties are assessed in an amount equal
to the amount of any bounty or grant paid or bestowed in connection
with the manufacture or exportation o¥ any dutiable product shipped
to the United States. This duty does not depend in any way upon the
valuation of the imported merchandise either in this country or in the
home market. Consequently, the provisions of this bill relatm¥ to
valuation standards have no relation to the countervailing duty law.

Senator MiLLIKIN. Give us an example of the countervailing duty.

Mr. Rose. Yes,sir. .

From our recent experience: We imposed a countervailing duty on
wool tops imported into this country from Uruguay, based on our
determination that the difference in currency rates applicable to vari-
ous commodities, including wool tops, amounted to a subsidy by
Uruguay of the export of wool tops. That duty was initially, I think
18 percent. Uruguay then changed its exchange rates somewhat ami
the duty was reduced to 6 percent—where it now 1s.

That is an illustration of an imposition of countervailing duty

ainst what we regarded as subsidization.
Perhaps the best illustration of an antidumpin finding-is the case
of Swedish hard board, where we determined that Swedish hard board
was being sold in this country at prices which were lower, by amounts
not justified by commercial differences, than those at which they were
belvrég sold in Sweden, or by Sweden to third countries.

e also determined that those sales below fair value were injurious;

that case was decided before the amendment of the act which trans-
ferred injury determination to the Tariff Commission. Therefore,
we found dumping, and are in the process of assessing anti-dumping,
duties in the amount of the difference between the prices found to be
those prevailing either in Sweden or to third countries and those to
the United States. . .
" -Active enforcement of both the countervailing duty law and the anti-
dumping law will not be affected by the enactment of this bill and will
continue to be a discouragement to the dumping of foreign merchan-
dise in this country.

Section 3 of H. R. 6040 provides for more efficient administrative
procedures in converting foreign currencies into dollars for the pur-
pose of customs valuation. A proposal to accomplish this purpose
‘was also contained in H. R. 6584 and H. R. 5877 of the 83d Congress.

Whenever the value of an imported commodity is stated in a foreign
currency, it is necessary to convert that value into dollars for the pur-

ose of determining the amount of an ad valorem duty. Under exist-
ing law, the Treasury uses the gold coin parity proclaimed quarterly
by the éecretary of the Treasury, unless the commercial buying rate
for the currency in the New York market as determined and certified

a
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by the Federal Reserve Bank of New York differs by 5 percent or
more from this proclaimed coinage parity. If, asis true in the great
- majority of cases, this certified rate varies by 5 percent or more the
rate certified by the Federal Reserve Bank is used by the customs.
service.

One of the difficulties with the administration of this law is that
rates of currencies vary by fractional amounts from day to day. Thus,
although the change is usually so insignificant as to have no practical
significance in determining the duty to be paid, each collector is re-
qlllured to maintain a daily record of certified rates in order to apply
the correct daily rate.

The proposal in the 1953 bills would have autherized the Secretary
of the Treasury to proclaim the par values maintained by foreign
countries, which would normally have been used for currency conver-
sion purposes. Specific legislative direction would also have been
ﬁi]ven as to the procedure for handling currencies where there is more-

an one effective rate. You may recall that this proposal caused
some members of your committee concern because o? the possibility
that it might affect the domestic and international monetary policies
of this Government.

This bill would maintain without change all of the existing proce-
dures for currency conversion but superimpose upon them one addi-
tional authority to ease the customs administrative task. The new
authority would permit the Secretary of the Treasury to provide by
regulation that the rate first certified in a quarter by the Federal Re-
serve Bank of New York could continue to be used for customs pur--
poses throughout that quarter unless the rate on a particular day
changed by 5 percent or more from the first certified rate. This pro-
cedure would permit individual collectors to use one rate for each cur-
rency for a 3-month period unless notice was received from the Bureau
of Customs that on a particular day the certified commercial rate dif-
fered by 5 percent or more from that first certified rate. In that case,
the daily rate would be used.

The Treasury expects that this authority—to maintain the same
rate for a quarter—would be used only for those principal trading
countries from which imports arrive each day and for which the
Federal Reserve bank now certifies daily rates.

The bill also makes other minor changes suggested by the Federal
Reserve Bank of New York to assist it In ma]%mg its certification of
daily commercial rates, particularly when there is no market in the
United Sates for the currency in question.

Section 4 is a cleanup provision repealing a number of obsolete
sections of the tariff laws. These proposed repeals do not affect any
present operations, duties, or obligations of the Customs Bureau.
Each change is explained in detail in an analysis of the bill prepared
by the Treasury which I request may be made a part of the record.

Mr. Chairman, that completes my statement. However, I have
here the results of the customs survey showing the effect of proposed
changes in the valuation provisions of the tariff act. FPerhaps the
committee would like those to be made a part of the record.

The CHAIRMAN. That may be done. o _

(The document referred to, as well as charts and statistical material
presented, are as follows:)
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ANALYSIS OF THE CUSTOMS SIMPLIFICATION ACT OF 1965

The President, in his message of January 10, 1955, on the foreign economic
policy of the United States, stated that the uncertainties and confusion arising
from the complex system of valuation on imported articles caused unwarranted
delays in the determination of customs duties and he urged the Congress to give
favorable consideration to legislation for remedying this situation. Furthermore,
he asked for continuing efforts to improve the procedures for customs administra-
tion. The proposed Customs Simplification Act of 1955 is designed to carry out,
in part, these recommendations of the President. The Treasury Department is
continuing its study and will in the future submit additional legislative proposals
in line with the President’s recommendations.

SECTION 1. SHORT TITLE AND EFFECTIVE DATE

This section contains a short title and provides that the act shall be effective on
and after the 30th day following the date of enactment.

SECTION 2. VALUE

The present section 402 of the Tariff Act of 1930 (U. S. C. 1952 edition, title
19, sec. 402) tells how appraisers shall determine the value of imported merchan-
dise for the purpose of assessing duties. Briefly, it provides that the “foreign
-value” or the ‘“export value” shall be used, whichever is higher, but that if neither
of these can be ascertained, then the “United States value,” and if that also is
unascertainable, then the “cost of production.” In a few special cases, the rate
of duty is to be based upon the “American selling price.” Decisions of the ap-
praiser are reviewable in the Customs Court. The statute then goes on to define
the “foreign value” as the market value or price at the time of exportation to the
United States “at which such or similar merchandise is freely offered for sale
for home consumption to all purchasers * * * in the usual wholesale quantities
and in the ordinary course of trade * * *.” Costs, charges, and expenses inci-
dent to placing the merchandise ready for shipment which are not included in
such value or price are to be added thereto. The “export value” is the price at
which the merchandise is freely offered for sale to all purchasers in the usual
wholesale quantities and in the ordinary course of trade for exportation to the
United States, with the same charges added. The “United States value” is the
freely offered price in the United States which is available to all purchasers, in
the usual wholesale quantities and in the ordinary course of trade, with allow-
ance for duty and other expenses, a commission not exceeding 6 percent, if any
has been paid, and allowance for profit not to exceed 8 percent. The “cost of pro-
duction” is defined as the sum of 4 items: (1) cost of materials and fabrica-
tion or manipulation; (2) the usual general expense, not less than 10 percent of
(1); (3) the cost of containers and coverings and other incidental costs and
charges; and (4) an addition for profit, not less than 8 percent of (1) and (2).
The “American selling price” of an article manufactured or produced in the
United States is the price at which the article is freely offered for sale for
domestic consumption to all purchasers.

The amendments proposed by the bill would effect the following changes in
the law as above stated :

(1) Eliminate the use of “foreign value” and make the ‘“export value” the
preferred method of valuation if it can be ascertained.

(2) In determining “United States value,” the actual commissions, profits,
and other deductions are to be used, not arbitrarily limited amounts.

(3) In determining “United States value” of new lines in which there is
no previously established trade, the earliest actual sales of the merchandise
undergoing appraisement or similar merchandise may be considered if made
before the expiration of 90 days after importation.

(4) In the case of “constructed value” (previously called “cost of produc-
tion”) the actual addition for general expenses, profit, etc., are to be used, not
prescribed percentages which may exceed the actual figures.

(5) The appraiser may use actual sales instead of offers, where both exist,
in determining “export value” or “United Stateg value.”

(6) A definition of “freely sold or offered for sale” is provided for the first
time. It will permit determination of an “export value,” “United States value,”
or ‘“American selling price” on the basis of sales or offers to wholesalers which
are unrestricted, except for restrictions which are imposed or required by law,
which limit the resale price or sales territory, or which do not affect the value
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of the merchandise to the purchaser. It will also permit the use of sales to
exclusive agents and other restricted sales where such limitations do not affect
the price. The present statute has been interpreted to make a ‘“foreign value,”
“export value,” “United States value,” or “American selling price” unusable
when the only offers made are subject to restrictions of the kinds stated. Further-
more, under the present law the price, in order to qualify, must be available to
all purchasers, including retailers and consumers,

(7) The proposed bill goes on to provide definitions for the words “ordinary
course of trade,” “purchasers at wholesale,” and “such or similar merchandise.”

(8) It also defilnes “usual wholesale quantities’ in such a manner as to mean
the quantities in which the greatest aggregate quantity of the merchandise is
sold, whereas under the present law. the usual wholesale quantity is the quantity
in which the largest number of individual transactions occur.

(9) Certain references to the customs appraisers, and to appeals to reappraise-
ment in the Customs Court, which were duplicative of other provisions, are
eliminated for concisenesS. No change in the functions of appraisers or court
is effected. '

SECTION 3. CONVERSION OF CURRENCY

Under present law conversion of foreign currency values for customs purposes
is made at the gold coin parity proclaimed quarterly by the Treasury Department,
unless that parity varies by more than 5 percent from the buying rate for the
<currency in the New York market as certified by the Federal Reserve Bank of
New York. If there is no proclaimed rate for the currency in question, or if the
proclaimed rate does vary by more than 5 percent from the certified rate, then
customs collectors are required to convert foreign currencies at the daily rate
certified by the Federal Reserve Bank of New York. The result is that in most
cases the daily certified rates are used. Consequently, each collector is required
to check the daily rate for each day’s importations since those rates, certified
to 6 to 8 decimal places, are subjeet to frequent, often daily minor variations.

The amendment of section 522 of the Tariff Act of 1930 (U. 8. C., 1952 edition,
title 31, sec. 372) proposed by section 3 of the bill would retain the quarterly
proclamation of gold coin parity. It would also continue in effect the requirement
that the Federal Reserve bank certified rate be used if that rate varies by more
than 5 percent from the gold coin parity. The amendment would then authorize
the Secretary of the Treasury-to provide by regulations for the use of the rate
first certified for the quarter as long as the rate certified for the day of exporta-
tion did not vary by more than 5 percent therefrom. This would permit one cus-
toms officer to determine if the daily certified rates varied by more than 5 percent
from the first effective certified rates or from the proclaimed gold coin partity
and to notify all customs collectors of any such variations. In the absence of
such notification each customs collector would continue to use the same certified
rate throughout the quarter.

_.This will stmplify currency conversion procedures without major alteration in
the existing statutory framework,

SECTION 4. OBSOLETE PROVISIONS OF THE CUSTOMS LAWS

Section 4 is devoted to the repeal of a number of obsolete provisions of the
Tariff Act. The reasons that the provisions repealed are obsolete, inoperative, or
unnecessary are set forth below.

Sections 12, 13, 14, and 15 of title 19, United States Code (subsections 1, 2, 3,
and 4 of sec. 4 (a) of the bill), provide for appointment by the Secretary of the
‘Treasury of a limited number of special agents for the purposes of checking the
accounts of collectors and other customs officers for the prevention and detection
of frauds upon the revenue, and for the better guarding against frauds upon the
revenue, authorize appointment of special agents to reside in foreign territory.
“The title “special agent” is no longer used in the customs service (see U. 8. C,,
1052 edition, title 5, sec. 281 b (c¢)). The customs agents who, among other
functions, perform the functions formerly exercised by the “special agents” now
are appointed and serve under the operation of the Classification Act like other
customs employees. ‘ .

Sections 16, 17, and 18 of title 19, United States Code (subsecs. 5, 8, and 7) are
survivals of the act of July 27, 1886 (ch. 284, secs. 4, 5, and 8, 14 Stat. 303), to
reorganize the office of the customs appraiser at New York. Section 16, prescrib-
ing qualifications and a special oath for examiners at New York only, is super-
fluous since placement standards for the position are fixed in accordance with the
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Clissifitation Act by the Civil Service Commission, and the oath requirement is
met by the provisions of section 1757, Revised Statutes (U. S. C., 1952 edition,
title 5, sec. 16). applicable to all Federal officers. Section 17, prohibiting em-
ploye&s in the oftice of the appradiser at New York from engaging or being employed
in any .commercial activity is discriminatory against this group of employees.

Its répeal:would leave such employees subject to the same restrictions on outside
employment as other like einployees. Section 18. relating to the duties applicable
to the appraiser and assistant appraiser at New York, was originally enacted as a
saving clause when a special statute was enacted to reorganize the office of the
customs appraiser at New York (act of July 27, 1866, supra) but it now serves
no useful purpose since all duties of appraisers are prescribed by section 500,
Tariff Act of 1930 (U. 8. C., 1952 edition, title 19, sec. 1500).

- Sections 21, 22, 23, 24, 26, and 27 (subsecs. 8, 9, 10, 11, 12, and 13) of title 19,

United States Code, prescribed special oaths of office for the officers enumerated
therein and desxgnate persons who may administer such oaths. These provisions
are unnecessary since a form of oath for all Goverhment officers is prescribed by
Revised Statutes 1557. supra. The number of copies of oaths of office to be
required and their disposition can readily be prescribed by regulation, and since
an employee may not receive his salary until the oath of office is taken, there
seems to be no purpose in prescribing a penalty for failure to take the oath. As
to the designation of persons to administer the oaths, section 16a of title 5,
United States Code, gives authority, to persons designated in writing by the head
of an executive department, to administer the oath of oftice. The above sec-
tions are therefore unnecessary and obsolete.

In addition, section 26 of title 19 is obsolete (as is also sec. 379, infra, for sim-
flar reasons) in that it relates to special examiners of drugs, medicines, and
chemicals, officers who are no longer appointed. The Food and Drug Admin-
istration now performs the functions formerly exercised by the special examiner
of drugs, medicines, and chemicals (see U. S. C. 1952 edition, title 21, sec. 381).
For these reasons these sections should be repealed.

Section 28 of title 19, United States Code (subsec. 14), providing that the head-
quarters of the customs district in Florida shall be at Tampa, is unnecessary
and serves no practical purpose. It is the only statutory provision expressly
designating the situs of the headquarters of a customs district and there are
45 such districts. Section 1 of the act of August 1, 1914, as amended (U. S. C.
1952 edition, title 19, sec. 2), rests authority in the President to, among other
things, change from time to time the location of the headquarters customs col-
lection district. By Executive Order 10289 of September 17, 1951, the President
giesignated and empowered the Secretary of the Treasury to perform this func-

on.

Section 40 of title 19, United States Code (subsec. 15) prescribes the duties of
the surveyer of customs. The title of surveyor of customs has been discontinued,
except at the port of New York, and the duties there performed are those
which are usually handled at any seaport by the officer in charge of the activ-
ities performed for the collector outside of the customhouse. The act of July
b, 1932 (U. S. C. 1952 edition, title 19, sec. 5a) abolished the offices of surveyor
of customs at all other ports and their duties were transferred to career
employees under the collector. Many of the functions prescribed by section 40
for the surveyor at New York have been obsolete for years and are no longer
performed by that officer. This section should be repealed as obsolete.

Section 53 of title 19, United States Code (subsec. 16), which provides for the
apportionment of compensation according to the time served, is believed to
be obsolete in view of the act of June 30, 1945 (U. S. C. 1952 edition, title 5,
sec. 944), which established the basic workweek, pay periods, and pay com-
putation methods for all full-time officers and employees in the executive branch
of the Government.

Sections 54 and 57 of title 19 (subsecs. 17 and 20) which relate to the furnish-
ing of blank forms, books, stationery, blank manifests for sale, etc., are obsolete.
Section 54 is superseded by provisions of the act of June 80, 1949 (U. S. C. 1952
edition, title 40, sec. 481), with respect to procurement of supplies by the General
Services Administration. Section 57 is obsolete because in lieu of payment of
compensation out of commissions and fees, collectors of customs are now on a
fixed salary basis under the plan of reorganization of the customs service author-
ized by the act of August 24, 1912 (87 Stat. 434).

Section 55 of title 19 (subsec. 18) provides that collectors of customs, and
comptrollers and surveyors performing the functions of collectors, shall render
quarterly accounts to the Secretary of the Treasury of fines collected, moneys
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received as rents, etc. These functions are presently being performed under
authority of other statutes and this section is unnecessary.

Section 56 of title 19 (subsec. 19), which relates to additional hours of service
at public stores in New York, was made obsolete by the Federal Employees Pay
Act of 1945, as amended (U. S. O. 1952 edition, title 5, secs. 901-954), which
provides for the establishment of a basic administrative workweek and for
overtime campensation at prescribed rates.

Section 59 of title 19 (subsec. 21) prescribes requirements, related to section
57, supra, which date back to the time when the compensation of customs officers
was primarily the proceeds of the specific fees fixed by law. Many of the func-
tions for which fees were fixed are no longer performed. While it is believed
that a table of the rates of fees demandable by ldw should be posted in a con-
spicuous place in each customhouse, convenient for public inspection, and a
receipt should be given for all fees paid, this is rather a matter for handling
under existing regulatory authority without statutory prescription of impracti-
cable and inflexible requirements.

Section 61 of title 19 (subsec. 22) is inoperative and obsolete Revised Statutes
2680, from which it was derived, authorized the Secretary of the Treasury to
appoint inspectors at San Antonio, Eagle Pass, and other places in Texas, at an
annual salary of $2,500 to report to the Secretary of the Treasury semiannually
on goods exported to Mexico. Regular customs offices are now established at
necessary ports, stations, and places along the Texas-Mexican border whose offi-
cers inspect and supervise imports, as well as exports, to the extent required.

Section 62 of title 19 (subsec. 23), which was intended as a means of maintain-
ing discipline among customs officers, authorizes suspension from duty for neglect
or minor delinquency. The procedures which have heen and will be followed in
regard to the conduct of customs officers and employees are those prescribed in
section 863, title 5, United States Code, and the regulations of the Civil Service
Commission.

Section 67 of title 19 (subsec. 24), which provides for a report to each session
of the Congress by the Secretary on custoin-house business, is inoperative and
unnecessary. The Secretary submits an annual report to the Congress in accord-
ance with sections 262, 264, and 265, title 5, United States Code, substantially
superseding the requirements of this more limited provision of the customs laws.

Section 379 of title 19 (subsec. 25) provides a method for preventing importa-
tion of adulterated drugs, etc. (see sec. 26, supra) at ports where there is no
special examiner of drugs. As indicated in commenting on section 26, supra,
special examiners of drugs are no longer appointed and the provisions of this
section are inoperative, functions with relation to spurious or adulterated foods,
drugs, or cosmetics now being handled by the Food and Drug Administration of
the Department of Health, Education, and Welfare under United States Code
1952 edition, title 21, section 321, et seqq. The section is obsolete and inoperative
and should be repealed. Section 390 of title 19 (subsec. 26), which provides for
the adoption of a hydrometer for use in ascertaining the proof of liquors, is
unnecessary. The hydrometer in use by customs is the same as that which is
approved for use of the Internal Revenue Service under section 5212 (a) of
the Internal Revenue Code of 1954. The standards for spirits are the same as
those applicable to spirits of domestic manufacture under paragraph S11 of the
Tariff Act of 1930, as amended (U. S. C. 1952 edition, title 19, sec. 1001, par. 811).

Section 494 of title 19 (subsec. 27), which provides for the seizure of merchan-
dise as security for fines imposed under the provisions of section 12 of the act of
June 22, 1874 (18 Stat. 188), an ancestor provision of section 591 of the Tariff
Act of 1930 (U. 8. C. 1952 edition, title 19, sec. 1591), now superseded in turn
by section 542 of title 18 of the code, is obsolete and unnecessary. The 1874
provisions relating to unlawful importation have been repealed and this particu-
lar provisjon thereof is no longer operative.

Section 526 of title 19 (subsec. 28) provides that the cost of prosecution in
cases where seizure, condemnation, and sale of merchandise takes place within
the United States and the value is less than $250, shall be paid from the part of
the forfeiture which accrues to the United States. This section is obsolete since
the subject matter is now covered by section 613 (1) of the Tariff Act of 1930
(U. 8. C. 1952 edition, title 19, sec. 1613 (1) ).

Section 541 of title 19 (subsec. 29) authorizes the collector of each customs
district to provide and use small open row and sailboats, which shall be necessary
in boarding vessels and for other purposes. Coast Guard crafts are used by
customs officials for boarding purposes and section 541 is therefore obsolete.
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Section 542 of title 19 (subsec. 30) authorizes the Secretary of the Treasury
to use elsewhere as the exigencies of the Service require, the motorboat provided
for Corpus Christi, Tex. No motorboat is now provided or needed for Corpus
Christi and there has been none for many years. The provision is obsolete.

Section 549 of title 31 of the code (subsec. 31) directs the comptrollers of cus-
toms and surveyors, registers of land offices, and the superintendents of mints
to examine the books and accounts of their depositories, collectors, and treasurers
and to make a report to the Secretary of the Treasury. The functions referred
to are performed by the Comptroller General under the Budget and Accounting
Act of 1921 (42 Stat. 23, U. S. C. 1952 edition, title 31, secs. 41-58), and therefore
Kection 549 is now obsolete.

Section 579 of title 19 (subsec. 32) provides that in a suit on bond for the re-
covery of duties the court shall grant judgment unless the defendant makes an
oath that an error was committed in the liquidation of the duties demanded.
This section has been superseded by the protest provisions of section 514 of the
Tariff Act of 1930 (U. S. C. 1952 edition, title 19, sec. 1514).

Section 711 (7) of title 31 (subsec. 33) authorizes a permanent appropriation
for the repayment to importers of the excess of deposits for unascertained cus-
toms duties, or duties of other moneys paid under protest. This section has been
superseded by a permanent indefinite appropriation covering all refunds of cus-
toms collections or receipts authorized by law (see act of June 30, 1949, ch. 286,
63 Stat. 360).

Subsection 34 of section 4 (a) of the draft bill will repeal that part of the act
of September 30, 1890 (ch. 1126, 26 Stat. 511 (formerly codified as U. 8. C. title
19, sec. 30) ), which provides that such clerks and inspectors as the Secretary may
designate shall be authorized to administer oaths of office. This section is related
to sections 21, 22, 23, 24, 26, and 27 of title 19, which also are proposed to be re-
pealed, supra. This section is obsolete and should be repealed.

Section 4 (b) of the bill seeks to amend subsection (f) of section 500 of the
Tariff Act of 1930 (U. S. C. 1952 edition, title 19, sec. 1500 (f) ), which provides
for the designation of an acting appraiser at ports where there is no appraiser
and requires that such acting appraiser take the oath provided in section 21,
title 19, supra. It is proposed to repeal the requirement that the acting appraiser
take the special oath provided in said section 500 (f) since the provision for
that oath being repealed by subsection 8 of section 4 (a) of this bill. The oath
prescribed by section 1757 of the Revised Statutes (U. S. C. 1952 edition, title 5,
sec. 16) will be sufficient.

Section 4 (c¢) of the bill proposes to amend section 583 of the Tariff Act
of 1930 (U. S. C. 1952 edition, title 19, sec. 1583). Section 583 provides that the
customs or Coast Guard officer’s certification regarding the inspection of the
manifest required by that section shall be made on “the back of” the original
manifest. Th manifest forms now in use have the space for such certification
on the front. The procedural detail as to place of certification on a manifest is a
wminor one that should be left to administrative regulation and it is proposed to
delete the language “the back of” in that section.

CUsSTOMS SURVEY SHOWING EFFECT OF PROPOSED CHANGE IN VALUATION OF TARIFF
AcT

The effect of proposed changes in section 402, Fariff Act of 1930, upon customs
revenue in general and upon the valuation of the various classes of imported
commodities which could be affected by the changes has been measured by a
survey of importations received at eight representative ports. New York was
selected as representative of Atlantic seaboard trade, Laredo for Mexican trade,
New Orleans and Houston for the gulf port trade, Los Angeles and San Francisco
for the Pacific coast trade, and Detroit and Buffalo for the Canadian border
trade. Statistics for the fiscal year 1954 indicate that about 70 percent by
value of the total imports subject to ad valorem duty were appraised at these 8
ports and that about 75 percent of total customs revenue from imports subject to
ad valorem rates of duty was collected there.

In order to secure a good cross section of the effect of the proposals upon all
cowmodities froin all countries; 5 percent of all dutiable entries (every twentieth
entry) filed during the fiscal year 1954 at New York and at Laredo were reviewed
and the values of the ad valorem goods recomputed on the basis of the proposed
legislation. Similarly 214 percent of all dutiable entries (every fortieth entry)
were reviewed at each of the other 6 ports.

This sampling resulted in 19,908 recomputations of dutiable value, 3,605
of which reflected changes in value under the proposed law, practically all of
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which were reductions. The results of the sampling in each subgroup of com-
modities represented in the import statistics maintained by the Department of
Commerce are shown in the attached summary of survey.

During the fiscal year 1954, the total value of imported commodities was
$10.491 billion. Imports valued at $5.822 billion were free of duty: imports
valued at $3.258 billion were subject only to specific rates of duty (duty based
on a unit of quantity) ; and the remainder, valued at $1.411 billion, were subject
to ad valorem or compound (ad valorem plus specific) rates. The proposed
changes in section 402 would affect duties only on the commodities in the last
category. There is a theoretical possibility that the changes might have some
effect on certain specific duties where the rate is dependent upon the value of the
commodity, but this possibility is remote and no example of its was disclosed
in the survey.

. Total customs revenue collections during the test period amounted to $545.7
million, $286.1 million resulting from specific rate merchandise and $259.6 million
from ad valorem and compound rate merchandise.

The survey results projected against the foregoing overall totals indicate a
probable decrease of only 2.5 percent in total dutiable value with a still smaller
decrease of 2 percent in customs revenue collections on ad valorem goods (note,
chart 1).

Of particular interest in the analysis of this survey is the indicated effect upon
the various commodity subgroups encountered. Chart 2, Effect of Proposed
Legislation on Valuation of Imports Subject to Ad Valorem Duties, presents
these commodity subgroups in descending order according to the indicated
percentage decreases in dutiable values developed in the survey. The greatest
reduction indicated in prospective dutiable values is 16 percent for drugs, herbs,
et cetera. For 4 other subgroups there is indicated a prospective reduction of
more than 12 percent. As to the last 8 subgroups, no change in prospective valu-
ation is indicated. .

To place this sampling study in its proper context, the percentage decrease in
each commodity group must be considered in relation to the importance of that
group of items as compared with the aggregate value of ad valorem commodities
imported during the fiscal year 1954. This qualification puts in perspective the
impact of the 21 subgroups in which average decreases of over 4 percent are
indicated, as less than one-fifth (19.5 percent) of the total value of ad valorem
imports is accounted for by these subgroups. On the other hand, 63.3 percent
of the value of all ad valorem imports were in commodity subgroups with the
indicated decrease of less than 2.5 percent in prospective dutiable value. How-
ever, this group taken as a whole averages a small decrease (only 0.9 percent)
in dutiable value, while at the same time it is subject to the highest average
rate of duty (20.3 percent) (see chart 3). -

Chart 4 indicates a probable avernge reduction in duty paid or after duty
costs of about one-half of 1 percent (a realistic measure of the difference in tariff
protection) for all groups, with the maximum reduction of slightly over 1 percent
in the group which showed indicated decreases in dutiable value of over
4 percent.

In considering all the foregoing. two important facts must be kept in mind—

(1) The tariff protection effect of the proposed changes is definitely limited
to commodities subject to a rate of duty dependent on value. For example,
charts Nos. 2 and 4 show the commodity group of cork and cork manufactures
as likely to be reduced in dutiable value by about 8 percent and in duty paid
cost by about 216 percent. However, the imports likely to be affected by these
reductions are infinitesimal (see right-hand column) since most cork imports
are subject only to specific rates of duty. .

(2) A reduction of, say, 215 percent in dutiable value does not mean that a
15-percent rate of duty would be reduced to 1215 percent. The 15-percent rate
would remain unchanged, but it would be 21 percent less effective when applied
to the indicated lower value.

If a corresponding change were made in rate rather than in value, the rate
would be reduced from 15 percent to 148 percent. '

The sample survey indicates that, to the extent that the proposed bill changes
appraised value, such changes will be more in line with commercial values.
Chart 5 shows that a little less than one-quarter of the valuation in the sample
were affected at all. In those cases the total appraised value of $8.8 miilion
under the proposed legislation very closely approaches, but still exceeds, the
total invoice value of $8.7 million, which represents the price actually paid
in these transactions.
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Chart |
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Chart 2

EFFECT OF PROPOSED LEGISLATION ON VALUATION OF
IMPORTS SUBJEGT TO AD VALOREM DUTIES

Percentage Decrease in Appraised
Value under the Proposal’
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Chort 3

IMPORT VALUES, REVENUE, AND AVERAGE RATES OF DUTY
Classified by Percentage Decrease in Appraised Value Under the Proposal
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Chort 4

EFFEGT OF PROPOSED LEGISLATION ON AFTER DUTY
COST OF AD VALOREM IMPORTS
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Chort $
PROPOSED CHANGES IN VALUATION RELATED
TO INVOICE VALUE
(Based on Fiscal 1954 Imports)
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f i r
Survey sample Percent
Sub- , Total value of | Tctal value of decrease | Estimated geec';?a'g
u Subgroup title Number Value Value allimports, all imports, | Difference | in value, loss of in
group - ¢ ¢ o . Difler- present law proposed law - present- | revenue . \
Lo of present proposed s oposed revenud
samples law law enee propose
80 | Industrial ¢hemicals. ... . .. ... _._._... 122 $660, 676 $613, 859 $46, K17 $28, 521, 800 $26, 499, 605 | $2, 022,195 7.09 $258, 840 7.33
81 | Pigments, paints, and varnishes____.. ..._... 35 72,855 64, 392 8, 163 1, 564, 808 1,382, 977 181, 831 11.62 19,710 10.07
83 Exploslves. fireworks, and ammunition_ . ..... 5 2,474 2,474 | ... 152, 323 152,323 |eeeeo..... U R S
84 | Soap and toilet preparatlons ................. 76 209, 320 187, 848 21, 472 6, 594, 510 5,017,914 676, 596 10. 26 128, 485 10. 92
85 | Photographicgoods.. ... .. ... ..... .... 139 684, 0206 639, 305 44, 721 17, 984, 927 16, 808, 713 1, 176 214 6. 54 165, 963 5.19
86 | Scientifc and professional lnstruments, ap-
Ipamtus and suppllé§, n.e. 8. .. .. _...... 268 392, 520 383, 900 6, 620 12,192, 525 11, 986, 473 206, 052 1.69 50, 462 1.31
87 sical instruments, parts, and accessories. .. 256 590, 789 585, 145 5, 594 16, 805, 075 16, 447,328 157, 747 .95 24, 514 .77
88 Toys athletic and sportlmz goods_ .. .. _...... 635 867, 285 660, 001 7,284 16, 613, 046 16, 431, 964 181, 082 1.09 77,412 1.21
89 | Firearms and parts.._..... 22 50, 187 42, 966 7,221 5,935, 958 5,081,774 854, 184 14. 39 227,213 13.07
90 | Books, maps, plctures, and other pnnted
matter D, @ 8o iaaeans 237 262, 001 226, 437 35, 564 8, 271,087 7,148,684 1,122, 383 13. 57 60, 496 10.11
91 | Clocks, watches, clockwork mechanisms, and’
parts ........................................ 556 391, 330 390, 4490 840 13,131, 423 13,103, 847 27,576 .21 9,130 .23
92 | Art works and antiques_. __._._.______..__... 45 44,043 43, 981 62 1,149, 447 | 1, 147, 839 1, 608 .14 120 .12
93 | Miscellaneous articles, n.e.S.__.__.._ ... .... 867 812, 415 804, 054 8,362 31,607,730 31,282,171 325, 559 1.03 58, 535 .78
Total. e 19,908 | 42, 157,962 | 41,175, K51 982,111 1,411,227,700 | 1, 375,408,796 | 35,818, 904 2.53 | 5,173,405 1.99
61 | Steel mill produets. ..o oo oo ..... 388 | 1,489,697 | 1,473,110 | 16,587 89, 530, 810 88, 537,018 993, 792 1.11 127, 602 1.28
62 | Iron and steel manufactures........._ ... 760 986, 084 955, 401 30, 593 24,617, 363 23, 854, 226 763,137 3.10 110, 960 2.10
63 | Ferroalloys, ores and metals, n.e.s_ __..._.... 7 51, 247 51, 082 165 8, 065, 576 8,039, 767 25, 809 .32 3,226 .31
64 | Aluminum and manufactures..___...__..__._. 84 197, 953 187,015 10, 938 6, 609, 978 6, 244, 446 365, 632 5. 83 78, 954 5. 53
685 | Copper and manufactures..... .. ... ....... 53 41,202 39,145 2,057 3, 544, 391 3,367, 526 176, 865 4.09 35, 426 518
66 | Brass and bronze manufactures. ... _..__._..... 226 206, 735 193, 876 12, 859 5, 768, 903 5,410,078 358, 826 6.22 66, 346 6.33
67 | Lead and manufactures .. ... .. oooe. . .a.... 24 13, 864 13,823 41 185, 755 185, 198 557 .30 83 .29
68 | Nickel and manufactures_ ... ... . ... ... 4 74,772 67, 258 7,514 1,379, 842 1,241, 258 138, 684 10.05 17,432 9. 58
71 | Other nonferrous ores, metals, and alloys,
except PrecloUs .o oo e eeeae- 650 642, 615 622, 098 20, 517 16, 737, 988 16, 204, 046 533, 942 3.19 120, 404 3.47
72 | Precious metals, jewelry, and plated ware..__. 504 696, 278 692, 266 4,012 15, 803, 723 15,712, 063 91, 660 .58 43, 401 . 57
73 | Electrical machinery and apparatus.__.__..._. 356 1 1,269,008 | 1,237,718 31, 380 37,403, 885 36, 484, 886 923, 999 2.47 144,975 2. 51
74 | Engines, turbines, and parts, n.e. s .._....._. 21 33, 499 33,052 447 2, 248,625 2,218,719 29, 906 1.33 3,477 1.42
75 | Other machinery, except agricultural ._______. 693 2,882,973 2, 794, 1464 88, 509 107, 689, 727 104,286,722 | 3, 303,005 3.07 447,227 3.11
77 | Vehiclesand parts . o o ... 314 1, 920, 481 1,822,823 97, 668 79, 414, 541 75,372, 342 4,042,109 5.09 428, 877 4. 60
78 i Coal-tarproducts_ ... __._______.._. 140 1,122,682 1,081, 271 41, 411 18,693, 417 18, 003, 630 689, 787 3.69 270, 740 4.52
79 | Medicinal and pharmaceutical preparations... 24 102, 700 101, 308 1, 392 2,211. R34 2,211,346 30, 488 1.36 3,515 1.22
41 | Wool semimanufactures. ... ..co.oooo..oo... 63 206, 7956 208, 610 185 7, 310, 546 7, 303, 967 6, 579 .09 086 .09
42 | Wool manufactures. ... ... ... ... _......_.. 1,277-] 3,946,178 | 3,897,039 49,119 93. 702,927 * 92,541,012 | 1,161,015 1.24 250, 974 1.05
43 | Hair and manufactures, n.e.s_.._..... .. 6 - 8,098 8,008 |__._. ..l T 314,87 <14 7/ PR NI I SN
44 | Silk and manufactures _ ... .. ... ... 750 ] 1,412,230 | 1,397,717 14, 513 32,110,080 31,779, 357 330, 733 1.03 107, 686 1.00
45 | Symthetic fibers and manufactures ... __._.__ 502 699, 405 651, 609 47,796 23, 985, 366 22,347,166 | 1,638,200 6,83 337, 305 4.70
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48 Vnscellaneous textile produets...........__... 582 | 1,168,207 | 1,187,757 8,450 25, 505, 203 25, 321, 566 183, 687 .72 26, 921 .39
Wood, unmanufactured....__.._.___.___.____. 10 21,162 21,162 |.......... 1,096, 881 1,008,881 | . e e eeaa
48 Sawmill products (lumber). .. ...  __ ___ 4 13,603 13,603 |- .. 1,040, 828 1,040,828 | |eocoe .
49 | Wood manufactures_ . __ ... .. 1,003 1,210,706 | 1,200, 556 10,151 61, 632, 328 61, 015, 456 516, 872 .84 77,271 . 56
50 " Cork and munufactures. . oo oeoeeeeoe oo ... - 5 2,399 2, 256 113 97, 369 91, 567 5,802 5.96 2, 611 5.78
52 . Paper and manufactures. ... ... . ._____. 428 803, 233 763, 164 40, 069 35, 631, 370 33,853,365 | 1,778,005 4.99 153, 264 3.94
55 | Stone, lime, cement, gvpsum, and gypsum y
roducts . e, 90 69, 836 69, 027 809 2,824, 847 2,792,079 32,768 1.16 5, 852 1.08
56 t (lassand produets. . _______ .. _____. 625 447,782 445, 3256 2,457 13,573, 314 13, 498, 661 74, 653 .58 118, 387 1.41
57 | Clay and produets._ ... ___. 1,450 | 1,017,152 | 1,011, 595 5, 557 32, 632, 250 32, 452, 774 179, 476 .55 48, 925 .36
58 | Other nonmetsllic minerals and manufac-
tures, exe dpt precious stones and imitations. 217 506, 883 498, 451 8, 432 17, 409, 883 17,120, 880 289, 003 1.66 47, 280 1.63
59 | Precious and semiprecious stones, imitations,
and Industrial diamonds. .. ________________. 386 | 2,709,836 | 2,701,626 8,210 74, 599, 985 74, 376, 186 223, 799 .40 21, 887 .28
20 | Cocna, coffee,and tea . ... . _______.. 19 47,060 34, 703 2,357 2, 547, 293 2, 385, 286 162, 007 6. 36 16, 200 6. 16
21 | Bplees .. e eean ] 9 1 I P 53, 031 53,031 | . e oo
22 | Sugar and related products ... ... .. ____. 84 236, 634 203, 277 33, 357 7,006, 198 6, 095, 634 1, 000, 564 14.10 140, 279 13.3%
24 | Rubber and allied gums and manufactures. ... 133 250, 015 223, 241 36, 774 14, 055, 750 12, 068, 268 1,987, 482 14. 14 228, 361 9. 16
25 | Naval stores, gums, and resins ... ... ... _..... 8 23,875 23,727 148 976, 246 970, 194 6,052 .62 150 27
26 { Drugs, herbs, leaves, roots, cte ... __... 55 331, 645 279, 994 51, 651 14, 892, R03 12, 573, 994 2, 315, 809 186. 57 115, 840 15. 39
28 | Vegetable oils and waxes, inedible_ . _.._._._... 55 201,727 192, 055 0,672 4, 380, 755 4,170, 918 209, 837 4.79 18, 801 4.12
29 | Dyeing and tanning materfals_ _.._.. .. ___... 24 300, 866 296, 901 3,965 18, 374, 124 18, 131, 587 212, 537 1.32 1%, 190 1.28
31 | Nursery and greenhouse stock . ... ... ____... 169 120, 027 113, 607 G, 420 4,002, 719 3, 788, 574 214,145 h. 35 16, 296 4.7
32 ! Tobace) and manufactures. . . ... _..._._..... 28 88, 656 86, 800 1, 856 2, 551, 926 2, 498, 591 53, 3356 2.09 5,333 2.02
33 | Miscellaneous vegetable producets ... ... .. 37 60, 046 59, 118 62 1, 056, 028 1, 935, 686 20, 342 1.04 2,469 . 56
35 | Cotton semimanufactures. ... _. e s 7 20, 931 20,931 {_ .. . 6UR, 4K1 68, 481 | e e,
36 | Cotton manufactures. ________.__. rememee————- 1,275 2,171,952 2, 156, 201 15,751 55, 560, 372 55, 160, 337 400, 035 .72 04, 688 .63
37 | Jute and manufactures. ... . ... .. ....... 11 20,107 18, 5496 1, 511 3 084, 208 2,452, 668 231, 630 7. 51 46, 325 5.81
38 | Flax, hemp, und ramie, and manufacture Seun. 692 | 1, 589, 707 1, 685, 214 1, 463 32, t}m, 056 32, 576, 586 91,470 .28 16, 381 .32
39 | Other \(’ﬂ(’tdhl“ fibers and manufactures ... 116 186, 693 186, 618 75 6, 604, 425 6, 601, 783 2,642 .04 468 .04
02 | Meat products 3 _ ... 14 547,885 537,193 10, 642 41, 297, 18NS 40, 481, 890 805, 205 1.95 160, 736 1.07
04 | Dairy products?. . . __ ... . .. ._... 252 1, 062, 526 1,062, 223 303 25, 972, 398 25, 964, 606 7,792 .03 1,369 .03
05 | Fish and fish products, except shellfish 2______ 258 U6R, 495 966, 508 1, 987 47, 469, 783 47,374,844 94, 939 .20 15, 939 .22
06 | Shellfish and produets?. . ... _____._. 24 157, 6687 157, 182 485 5, 511, 281 5,494, 197 17,084 .31 3, 844 .30
07 | Other edible animal products L 10 54, 580 53, 567 1,013 1, 369, 402 1,344, 068 25, 334 1.85 2, 533 1.79
08 | Hides and skins, raw, except furs3__ ... _______ 18 234,784 227,762 7,022 7, 349, 069 7,129, 332 219 737 2.99 21,973 4.80
09 | Leather . o e 152 616, 627 607, 765 8, 862 19,081,178 18, 806, 409 274 769 1. 44 31, 240 1.35
10 | Leather, rawhide, and parchment manu-
factures 2 ___ . ceeiceio. 676 570, 876 566, 646 4,230 21, 601,099 21, 441, 251 159, 848 .74 36, 205 N ri
11 | Fur and manufactures?............. 72 114,116 109, 73 4,378 4,814, 038 4,620,179 184, 859 3.84 31, 851 2. 60
12 | Animal and fish olls, and greases, inedible 2__ . 1 4,061 4,061 y_________._ 142, 963 142,963 | ... |
13 | Other inedible animals and animal products 7. 130 403, 343 400, 031 3,312 10, 744, 118 10, 656, 016 88, 102 82 11, 020 87
14 | Grains and (rreparatlons L N h2 105, 516 103, 62 1,914 9, 622, 907 9, 448, 733 174,174 1.81 17, 417 2.06
15 | Foddersand feeds, n.e.s.?. . ... ............ K9 149, 267 144, 259 5, 008 20, 109, 464 19, 435, 797 673, 667 3.35 16, 841 3.25
16 | Vegetables and preparations?_ ... ......._... 212 448, 201 444, 352 3, 849 12, 852, 947 12, 742, 412 110, 535 .86 23,068 .72
17| Fruits and preparations?__.._ ____......._.... 80 224,417 218, 990 b, 427 9, 058, 935 8, 839, 709 219, 226 2.42 , 388 1.46
19 | Vegetable ofls and fats, edible 2______.__.__... 3 32,334 32,334 |......_.. 1,134, 517 1,134,817 (o ee oo e
! Increase.

32 U. 8. Department of Commerce schedule A statistical classification of commodities imported into the United States.
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The Caamman. Mr. Rose, am I correct in my understanding that
the basic_change applies first only to those imports subject to ad
valorem duties?

Mr. Rose. Yes, sir; ad valorem and compound, meaning by com-
pound those which have an ad valorem component.

The Cnamman. The basic change is to eliminate foreign value as
a bpsls of appraisement and make export value the single primary
basis of valuation?

. Mr. Rose. That is what I would say 1 of 2 basic changes; the other
1s the changes in definitions which I referred to.

The Crairaman. Under existing law, the appraiser is required to
determine both the foreign value which is the going wholesale price
in the country of origin for domestic consumption and the export
value which is the going wholesale price in the country of origin for
export to the United States. You think it is easier to determine the
export value than it is the foreign value? It is simpler?

r. Rose. Simpler, we think. .

The CuamrmaN. That would release to some extent these 38,000
entries which are now being held up?

Mr. Rose. Yes, sir.

The Cniamman. Are they physically held up or what?

Mr. Rose. What happens, sir, is that the goods come in and an esti-
mated amount of duty is paid. But the final bill for duties is not
liquidated.

ql‘he CHAIRMAN. You send them another bill?

Mr. Rose. Yes, sir.

The CaairmaN. I would like to take an example of the drugs.where-
in the percentage decrease—there is a percentage decrease of 16 per-
cent, and explain what effect that has on reducing the import duty.

Mr. Rose. I think I have perhaps an illustration here taken from
that category, if I may consult here one second.

The CHAIRMAN. Explain also why there is such a variation in the
ad valorem table here beginning at 16 percent reduction and going
down to nothing.

Mr. Rose. I did not get that last question.

The CaalrMAN. Maybe we had better do the first one first. Take
the drug as an example and indicate how much this would result in
a reduction in the import duty, reducing the valuation ; translate that
into terms of the import duty. How much would that be?

Mr. Rose. Chart 4 indicates what that would be, sir.

The Cramman. I don’t want percentages. I want that single
item, that one item. Percentgges may be all right but certain indus-
tries may be very adversely affected.

Mr. Rose. Taking that one subgroup, let me see whether this ex-
ample will give you the answer that you want, sir.

aking the one item from the subgroup 26, which is herbs, drugs,
and so forth, the reasons for valuation change in drugs of vegetable
origin may be fairly represented by two vitamins, C and B.. Ascorbic
acid, vitamin C, has been imported principally from Germany. There
have bsen importations from Austria, and Ita:l?:2 as well as from
Japan. It should be noted that importations of this commodity have
been affected by a classification decision by the customs courts which
resulted in the duty applicable to ascorbic acid changing from 1214 to
b percent.
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Differences in quantities account in large measure for the difference
in valuation. Typical sales in Germany were made in amounts of
100 kilos while sales to the United States from Germany were in
amounts of 1,000 kilos or over.

L The remission of the German 4 percent sales tax is also involved
ere,

For 1953 and 1954, German prices in the home market were $26
g kilo but range from $15 to $18 a kilo for export to the United

tates.

Now, I think that is an illustration of one item in that case. The
duty on that is 5 percent. The change in valuation takes place for
two reasons:

One, that the quantities offered in the German market and therefore
determinative of foreign value, were 100 kilos; the quantities for
export to the United States averaged 1,000 kilos.

econdly, there is an excise tax in Germany which gets into foreign
value, but which is remitted by the Germans in the same way as we
remit excise taxes on our exports which, therefore, is not a part of
export value.

ow, those are the reasons for the decline in that item.

The Cuamryman. I want the result, not the reasons. To what extent
is the import duty on drugs reduced by this change in valuation?
Simply take that as an example.

M];. osE. The rate of duty on that item is 5 percent.

The CramMaN. All right. That is the present duty ?

Mr. Rose. Yes, sir.

The CaammMaN. How much do you reduce that 5 percent$

Mr. Rose. The 5 percent does not change but the appraisal of the
value—

The CramMaN. I want the effect of it. What is the effect of it
on an average basis?

Mr. Rose. It would, on these figures, the duty would be 5 percent
of $26, which would be on foreign value which would be $1.30 per
kilo; whereas on a $15 price the (i,uty would be 75 cents; 5 percent of
$15, or from $1.30 per kilo to 75 cents per kilo.

The CHAIRMAN. It is not clear yet,to me. You have now 5-percent

duty.

er. Rose. Yes, sir.

The CHARMAN. All right. You are taking a new method of valua-
tion whereby the value is reduced.

Mr. Rose. From $26 per kilo—— ~
" The CHAlRMAN. Leave the kilos out. ILet us deal with this “5-per-
cent” business. To what extent is the 5 percent in practical operation
reduced by the change of valuation ¢

Mr. Rose. Five percent is not——

The CuairMAN. I know the 5 percent is not changed, but what is
the effect of it? Do they pay less duty or more duty ¢

Mr. Rose. They pay less dy;llar duty in this case.

The Crammman. %’ercentagewise, what is the effect? Do they pay
4 percent based on the previous valuation, or 3 percent, or what?

%{r. Rosk. I see what you are getting at. If you were to translate
this into a percenta

Senator BENNETT. It is about 40 percent reduction because the
valuation is reduced from $26 to $15. Approximately 40 percent.
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- Mr. Rose. If you translate that on to 5 percent, it would be 40
percent of 5 percent.

Senator BENNETT. Three percent instead of five.

Senator MARTIN. As a matter of fact, the valuation—

“Mr. Rose. That is correct.

Senator BARKLEY. In that case it is the difference between 5 percent
of $26 and 5 percent of $15.

Senator MARTIN. It makes a tariff reduction, then, of about 40 per-
cent. Is that not the easy way?

. fThe; CaairMAN. I understand it now. I did not understand it
efore.

I will select these at random. I have heard a good deal of com-
plaint from the chemical people. By the same line of reasoning, how
much is the industral chemical group reduced? I mean the tariff. It
does not make any difference how you do it. You may have a lower
valuation or higher valuation. It isthe net result that I want. What
is paid as a duty that comes into this country

! us start out with the industrial chemicals. What is the percent
now ?

Mr. Rose. Let me see if I can find an example from that.

The CrarMAN. Another question: Will these drugs, for example,
that will have a 40-percent reduction in duty, will they be subject to
further reductions under the H. R. 1 that we have just passed ¢ |

Mr. Rose. I want to make clear, sir, this does not affect the rate.
H. R. 1 is concerned only with rate.

The CramrMAaN. I know but the final effect is what is paid when
they come into this country. I am not talking about whether it is rate
or valuation. I am talking about the final result—the net end of it.

Mr. Rose. This bill does not affect the application of H. R. 1, so that
the answer to your question, I think, is “Yes,” to the extent that H. R.
1 is applicable; 1t would be applicable regardless of provisions of this
bill. We have a provision in it, section (e), on page 10, line 17, that
deals with that specific matter and says:

In any action relating to tariff adjustments by executive action, including
action taken pursuant to section 350 of the Tariff Act of 1930, as amended, the
United States Tariff Commission and each officer of the executive branch of the
Government concerned shall give full consideration to any reduction in the level

of tariff protection which has resulted or is likely to result from the amendment
of section 402 of the Tariff Act of 1930 made by this act.

The CrARMAN. All right. All I am trying to do, Mr. Secretary, is
to get the best understanding I can of it. It is a pretty complicated
question. ‘

Senator Bargirey. If, by executive action under the Trade Agree-
ments Act, a rate of tariff should be reduced, it would apply to new
valuation provided in this bill# There are connections there ?

. Mr. Rose. That is correct, sir. :

Senator Barrey. And would be affected by it ¢

Mr. Rose. That is correct, sir. The provision which I just read is
for the purpose of malking it entirely clear if it would not be so without
it, that 1n any escape-clause prowegi.ng or any negotiation of a recip-
rocal trade agreement under H. R. 1, or under the Reciprocal Trage
Agreements Act as amended, that the effect of this bill would be taken
into account.
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The Caammax. Let us take industrial chemicals now. How is that
carried down ¢ .

Mr. Rose. I will try to get a simple one here, sir.

I haven’t one here in which my notes give me the rate of duty,
unfortunately. That is what I was looking for; so we could take an
actual case. .

Take one example: Vinyl derivatives are in that group of industrial
chemicals which are on the average reduced 7.09 percent in value.

Senator MLLIKIN. What derivatives?

Mr. Rose. Vinyl.

Senator MiLLigIN. What is that?

Mr. Rose. A form of chemicals——

Senator BEnNETT. It is the basis of plastics; modern plastics.
Modern plastics are made of vinyl. That 1s one form of plastics.

Mr. Rose. These imports come principally from Belgium and some
from Germany and France. The 16.48-percent valuation differential
is accounted for by quantity discounts for large sales to the United
States and by the exclusion of the 414 percent Belgian sales tax not
applicable to exports—which is a present part of foreign value.

fregret to say that I haven’t got in my notes the amount of duty
;vhich 1s applicable in that category, but I can very readily get that

or you.

I gm told that the ad valorem element of the duty is 714 percent. So
that what we have in effect is a 1614-percent reduction in a valuation
to which a 714-percent rate is applied.

Senator WiLLiams. Would you follow that on through so we can
understand it?

Mr. Rose. May I take a hypothetical case? If the price is $100
per unit——

Senator WiLLiams. Don’t you have an exact case?

Mr. Rose. I haven’t in my notes. I could get you one, but I can

in:l you a hypothetical case with the reduction in valuation and.
the duty.

If the foreign value is $100, the duty on that basis would be $7.50
at 714 percent. The indicated reduction of valuation by this bill
1s, on that item, 1614 percent, approximately, which would be $83.50
as the value on the new basis; 714 percent of that would be about $6.26.
So that on that quantity of $100 worth as previously valued, on which
the dum ave been $7.50, you would have a duty of $6.26.

The N. Instead of $7.50.

Mr. Rose. Instead of $7.50 on $100 worth of merchandise on the
old basis.

Senator WiLLiams. That is about 16 percent.

_ Mr. Rose. Yes, sir. The reason for that—as I think I indicated
In my notes—was that the quantities purchased in the export trade
are larger than in the domestic trade, plus also a 414-percent internal
sales tax which would be remitted on the export trade, but which gets
into the valuation on the foreign-value basis. ,

~Senator WrLLiams. These reductions would be in addition to any
reductions permissible under H. R. 1¢

Mr. Rose. Yes, sir; except—as I pointed out in answer to Senator
Barkley’s question—that any effect that this bill has on valuations
would be taken into account in the negotiation of trade agreements
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or in escape-clause proceedings brought under the Trade Agree-
ments Extension Act. ‘ |
_ Senator WiLLiams. They would be taken into consideration, but
is there any provision that says they must be given consideration
in that formula, or would they just be considered as a factor?

Mr. Rose. “Shall give full consideration” is the language.

Senator WrLLiams. Does that mean, for instance, that if H.R.1au-
thorized a reduction of 30 percent or 50 percent that this 16 would have
to be taken as a part of that figure? That is, mathematically

Mr. Roske. I don’t think it has that effect.

Senator WiLL1aMs. They could rule both into effect at one time if
they so decided ?

ﬂ’M% Rosk. It simply requires them to give full consideration to the
effect.

Mr. WiLLiams. They would not have to recognize it if the final
decision was otherwise, is that correct?

Mr. Rosk. I think that is right,sir. Itis directed to their judgment.

 Senator WiLLiams. The question was asked.
The CHaARMAN. Industrial chemicals, you say, is 1614 percent ?

Mr. Rosk. Just taking that one illustration that I happened to have
in my notes, sir, the average reduction is 7 percent in that category, as
appears from the chart. Knd the average reduction in after-duty costs
in the case of industrial chemicals is something less than 1 percent.

The CEAIRMAN. What do you mean by industrial costs ?

Mr. Rose. Duty-paid costs. In other words, the effect of this on the
rice in the United States of industrial chemicals offered from abroad
ased on this sample survey would be something under 1 percent.

: Senatgr BexNerr. Mr. Chairman, may I as‘f:, isn’t that again an
average

There will be some chemicals on which the reduction will be much
greater than that and others will not be affected at all?

Mr. Rose. That is correct. Each one of these commodity groups is
1n turn an average; that is correct.

Senator BENNETT. That’s right.

Senator WiLLiams. Am I correct in my understanding that the rea-
son that you are recommending H. R. 6040 is to get a simplification of
the formula rather than a reduction

" Mr. Rose. That is correct, sir. We have two basic objectives. One
is simplification; the other is commercial realism, I might say.

If I may illustrate, you take the situation that I referred to where
the method of distribution in Europe is a price to wholesalers and a
price to retailers; and no retailer can buy at the wholesalers’ price
even though he buys in wholesale quantities. Because of the pres-
ence in the existing law of the statement that a price may be considered
as a foreign value only if the price is freely offered to all purchasers, in
usual wholesale quantities, and because retailers cannot buy at this
price, we cannot use the price to wholesalers. Therefore, we use the
price to retailers. o

Now, that does not seem to us commercially realistic. Actually, as
foreign countries are learning how to take maximum benefit from our

resent provisions, they arec anﬁing their method of offering so as to
ring about under existing law the results intended by this bill.

For exam,ple, all they have to do in order to get an appraisel at their
wholesalers’ price is to make offerings to their own retailers at the
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wholesalers’ price if those retailers buy in wholesale quantities. Then,
under existing law, we would appraise on a price to wholesalers’ basis.
We think that what we are proposing is the realistic basis for de-
termining value. . ]
Senator WiLLiams. That gets back to my original point that the
purpose of this bill is to get a simplification of formula rather than
attempt to get a reduction in rates. ] i .
Mr. Rose. That is correct, sir; simplification and renlism. There is
an indicated incidental reduction based on 1954 imports to the extent
indicated. . .
Senator WiL1ams. I can see some merit to that but in line with that
would there be any objection to this bill being amended in such a
manner which would state that any reductions which were auto-
matically approved in this bill must be taken into consideration in
the formula with H. R. 1, automatically be made in this changing of
formula ¢
For instance, the example he just gave: This would mean 16 per-
cent reduction. 'Would there be any objection to state in this bill that
this 16 percent or 42 percent which we had before, whatever reduction
developed mathematically in this bill would be taken into consideration
in the formula of H. R. 1, the application of H. R. 1, since we are in
agreement that it is not the purpose of reducing tariffs further. I
just wondered if there would be any objection on the part of the
Treasurer to spell that out #
Mr. Rose. I have given a great deal of thought to that in connection
with the preparation of this bill. I do not believe that is a practical
thing. e reason why I don’t think it is, is this:
The basis of valuation is inherently a changing thing de ending on
commercial practices at a particular time in the particular line of
trade involved.
For example, under existing law, if the quantities of the usual whole-
sale offering change, either up or down, with a conse?ent change in
price—in other words, if the trade developed so that the typical pur-
chases were in larger quantities and therefore the unit price of the
identical purchase is lower, our valuation formula at present auto-
matically goes down.
It takes into account in that way other changes in the day-to-dsy
method of doing business.
So in the example that I just gave you where we are presently valu-
ing particular goods at the price to retailers abroad, instead of at the
‘price to wholesalers, this bill would change the basis of value from
the price to retailers to the price to wholesalers. However, the foreign
company involved could have produced that result immediately under
existing law by simply making its offering terms such that retailers
could buy at the wholesalers’ prices if they bought in wholesale quanti-
ties. Consequently I believe it would be a mistake to freeze into our
tariff structure and trade agreement structure a particular valuation
}?assd on a momentary condition of distribution in a particular line of

rade.

. Fundamentally, I think that is the difficulty with trying to equate
In any mathematically exact way the effect of this bill whigh, broadly
speaking, is already taking place and will substantially take place
under existing law, as the more sophisticated exporting countries
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realize how to set up their methods of distribution and how to set
‘up thejr taxation system in order to get an appraisal on the basis of
_export value under existing law. -
" Senator WiLLiams. They could accomplish practically all of this
, under existing law ¢. Then why have H. R. 6040 ? |
Mr. Rose. In effect because we think that to the extent that it is
not being accomplished, we are basing our valuations on an unrealis-
. tic basis, first; and second, because of the fact that in effect we are
. penalizing lack of sophistication or experience, and we don’t believe
"that as a theoretical matter our customs systems ought to be such that
-the person who has the best advice and 1s the most experienced can
get a radically better result than a person who is only occasionally in
_the business and is not as experienced. _ '
.- The CHaRMAN, Let us go back to the drugs again. That is an
average, 16 percent, 1s it not ?
"~ Mr. Rosk. Yes, sir.
The CHAIRMAN. What is the highest reduction in the valuation
that might occur in any particular drug that you know of ¢
Mr. Rose. I don't believe I have a table of those here, sir. I think
that the highest single change that I saw, and I have not examined
.every one of these 19,900 entries in the simple, I think that the highest
I saw was in the range of 50 percent.

The CHAIBMAN. Fifty percent?

Mr. Rose. Yes, sir.

The CHAIRMAN. Then what effect would that have on a percentage-
wise basis of reducing the import duty on that drug?

Mr. Rose. The rate of duty, ad valorem duty in the drug category
1s what ?

Mr. JornsoN. Four and five percent.

Mr. Rose. The rate of duty applicable in that category 1s 4 percent

_on some items and 5 percent on others, so that if the item were worth
$1, the change of 50 percent in the valuation would reduce the duty
from 5 cents to 214 cents in the one case, and from 4 cents to 2 cents

.in the other case.

The CHAIRMAN. Cut it in half?

I am somewhat disturbed, Mr. Secretary, about the unique way in
which this affects different items. Here i1s a drug item that you have
got an average of 16 percent, yet there is one that has a 50-percent re-
duction in value. Isn't that going to work a hardship on certain,
specific industries in this country ?

In other words, it seems to me, while the figures we have here are
on an average basis, it is hard to evaluate what the effect is going to

be

-

Mr. Rose. There were two reasons why I don’t share that alarm.

The more I think about the study that we made, the more convinced
I amn that the substantial effect of this bill is being increasingly
achieved by the more experienced people that are exporting to this
country. As you review individual items, you come back again and
again to the 2 or 3 principal reasons why this bill has any effect on
valuations, that the quantities are bigger for export to the United
States; that we have been appraising on the basis of price to retailers,
instead of a price to wholesalers, or that our foreign price takes ac-
count, that is foreign value, takes account of taxes, domestic excise
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taxes, which are applicable in the market of origin, but remitted on
exports. More and more by aps)ropriate. arrangements of their method

of distribution, under existing law, foreign companies or governments

by changing the incidence of their tax system in one case, or by chang-

ing their method of distribution in the other, can bring about the
same results under existing law. That is point one.

" Point 2 is to come back to my chart 5 where——

Senator BENNETT. It is on the board. . .

Mf. Rosk. It is obscured from the chairman, I think, unfortu-
nately. -

Bu{ looking at the small chart, the bottom half of the page, there is
shown the $42.2 million column which is our sample survey. The

. gray part of that is $32.4 million which reflected the sixteen-thousand-

. odd entries out of 19,900 where the method of appraisal under the new

system is the same as it would be under the old and where the value
is the same, therefore, of $32.4 million.
At the bottom is reflected the value in the 3,600 cases where there

was a change; and the value went from $9.8 million to $8.8 million.

We went back in those cases to determine how realistic this new pro-

- posal was and ascertained the actual invoice price in those cases,
. what was actually paid for the goods. That totaled $8.7 million.

I might say parenthetically that we think that is a reasonable repre-
sentation of commercial value because invoice values are not the basis
on which the duties are levied. A

We use the going wholesale price rather than the price in the trans-
actions as the basis of duty, so that there is little motive to distort
the invoice value.

Now, as you see, we are substantially above invoice value in our
present method as to those 3,600 cases. We are still above it, although
only slightly above it, in our proposed new method. So we are not

- going below the actual commercial value of goods coming into this

country. Those are the two reasons which led me to feel that we

. were getting more realistic and also not getting into the range of

possible injury.
Senator BARKLEY. To what extent, may I ask in that connection,

does the wholesale value in the country of origin for domestic con-

sumption differ from the wholesale value for export, which is your
new basis, I believe.

Mr. Rose. Well, sir, I can answer that in two ways. Sixty percent,
approximately, of the actual valuations in the sample were made on
the basis of export value.

Now, since our present basis is the higher of export or foreign value,
that means that export value is either equal to, or higher than do-
mestic foreign market value, if one could be determined, in 60 percent
of the cases. :

Senator BARKLEY. You mean already.

Mr. Rose. Already.

Senator BarkLey. This proposes to make it 100 percent.

Mr. Rose. The indicated effect is that about 90 percent of appraisals
would be on export value if this bill were law. The remainder would
be on what I call secondary methods of valuation, United States
(vialug, or if that cannot be found, constructed value or cost of pro-

uction.
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Senator Barkrey. So that the effect would be to move up from
about 60 percent to 90 percent. :

Mr. Rose. Yes, sir.

Senator BarRkLEY. The imports that would be valued upon an
exBi)rt basis in the country of origin.

r. Rose. Yes, sir.

Senator MiLLiksN. I am disturbed a little bit by the question
prompted by Senator Byrd a while ago that these things may average
out fairly reasonably but how do they work in individual cases?

Mr. Rose. Of course, as Senator Byrd and Senator Bennett pointed
out, the 77 commodity groups are themselves averages of the contents
of those commodity groups. I indicated that I have not examined
personally every one of the 19,900 entries in the sample. Of course,
the items in particular commodity groups are both above and below
the average indicated for that commodity group.

Senator MrLikin. That does not answer anything to me. That
does not answer the query that Senator Byrd suggested, if I under-
stand you correctly.

Mr. Rose. Perhaps 1 haven’t got the question correctly, sir.

Senator MmLLIxIN. Senator Byrd said, referring to these percent-
ages of decrease in appraised value under the proposal, those are
average figures. He said, what happens in particular cases? And if
there is a decrease in appraised value that might be as much as 50
percent.

Mr. Rose. In a particular case that might be true, sir.

Senator MiLLIKIN. Assuming the same rate of tariff, that is another
way of saying it cuts the tariff in half.

Mr. Rose. That is correct, sir.

Senator MLLIKIN. The same thing is bothering me. Will this do
harm to a lot of people who are affected by it ?

Mr. Rose. 1 tried to answer that, sir, in referring to the fact that
it gets back to the commercially realistic value at which goods are
entering the country. Broadly speaking, it has not seemed to me
that harm will come from using a commercially realistic value as the
basis for our ad valorem tariffs.

Senator MiLLixin. If it cuts the appraisal value in half, which is
another way of saying cuts the tariff in half, can’t you make some pre-
sumptions that there would be some harm?

Mr. Rose. Well, sir, I am not perhaps well enough versed in all
these commodities to have a view. But as I say, most of this effect,
and the more I examine this the surer I am of this, the substantial
part of the effect of this bill can be produced under existing law.

Senator MiLrLixiN. That brings up the question suggested by Sena-
tor Williams: Why change the law? Why not let it go and do your
calculating as at present and allow commercial practice to determine
the result?

Mr. Rose. Well, sir, that is a matter of judgment. My own con-
viction about it has been this, that our bases of valuation ought not
to put a premium on skill, so to speak. They ought not to be subject
to the same extent that our bases of valuation presently are to be
chosen between or manipulated by exporters to this country, depend-
ing on what they think would be most advantageous.

%enator BargLEY. Or what they can get away with.
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Mr. Rose. You might add that, sir, yes.

Senator WiLLiams. Under existing law, is it not true that your
basis of valuation is the higher of either domestic or export quota-
tions, it is the higher of the 2, and if we pass this law it could be the
lower of the 2.

Mr. Rose. It would be export value alone.

Senator WiLLiams. There could be a 2-price system, 1 for export
and 1 for other, and that is not permitted under existing law, is that
not true?

Mr. Rose. That gets us into another field. I tried to point out in
my statement that we think that the substantial protection against
a two-price system is in the Dumping Act, rather than our present
system of valuation.

Senator WiLrLiams. The existing law prevents that?

Mr. Rose. We think the Dumping Act prevents it now and it would
prevent it equally if this bill were law.

Senator WiLLrams. Therefore, if we pass this law, they will be able
to do things which they cannot do now under existing law.

Senator BENNETT. No.

Mr. Rose. That is not my belief. I think that the thing that pre-
vents a 2-price system at the present time is the dumping law rather
than our system of valuation; and the dumping 'aw would continue
to be the same protection against the 2-price system hereafter as it is
at present. That is my conviction.

enator BENNETT. Right on that point, on this Anti-Dumping
Act, when it comes to getting into the two-price system, what de-
termines commodity value, the value of a commodity that is bein
dumped? If we sell wheat in the world market, is that dumping?

Mr. Rose. Well, sir, I would rather talk about the specific terms of
our antidumping law.

Senator CarrLsoN. If we compete in the world market, as the Sec-
retary of Agriculture is trying to do, with funds we have given him,
where does it become dummping and where does it not ?

Mr. Rose. Our anti-dumping law in effect provides this, that the
Secretary of the Treasury makes a finding o¥ dumping if he finds
sales below fair value, and if the Tariff Commission finds that such
sales below fair value either injure or are likely to injure the com-

etitive domestic industry. Fair value is a term which is not defined
1{1 tl]le law, although the basis for the dumping duties are defined in
the law.

We have a regulation which we have just put out to define sales be-
low fair value as in effect determined by the difference between the
going wholesale price the goods are offered for here and the going do-
mestic wholesale Frice in the country of origin. That is the con-
struction that we have currently outstanding under our act.

Senator BarLEY. That applies to things coming in, not to things
going out.

Mr. Rosk. Yes, sir.

Senator CarLsoN. We have been accused, or some countries are con-
cerned about us getting into the fields of marketing surplus com-
modities and there is a danger of being accused of dumping into the
other countries. That is the point I was getting to. I want to know
where the line is.

Senator BArRgLEY. That is up to them to look after that.
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_Senator BENNETT. Mr. Chairman, I would like to ask Mr. Rose a
couple of questions. I am anxious to clarify the meaning of this
figure of 2 percent.

As I understand it, your chart indicates that the average reduction
net reduction in duty collectible, money duty under the bill would
be 2 percent. Is that 2 percent o? the total duty revenue? Or is that
2 percent of the revenue from the particular materials that would be
aflected by the bill #

Mr. Rosk. It is 2 percent of all ad valorem duties. It does not
include specific duties.

Senator BENNETT. And only 10 })ercent of the ad valorem duties,
agproxm_lately; now, 25 percent of the ad valorem duties would be
affected, if I can read the bottom of this chart correctly.

Mr. Rose. That is about it. That isthe one.

Senator BENNETT. The relation of 9.8 to 42, which is a little less
than 25 percent. |

Mr. Rose. On a value basis, that is correct. On a transaction basis,
1t is the relation of 19,900 to 3,600.

Senator BENNETT. So, am I correct in assuming that since this is
now only going to affect only approximately 25, but it is going to
reduce the net cash collected 2 percent against the tetal including
those not affected, its effect on the 25 percent would be nearer 8 per-
cent than 2 percent ¢

Mr. Rose. Ithink that you are back to chart 2, actually.

Senator BENNETT. All right.

Mr. Rose. There we indicated the group above the first space are
those which are affected more than 4 percent.

Senator BENNETT. Yes.

Mr. Rose. The group between the first and second space are affected
from 214 to 4 perceut, and the groups below the second space are
affected less than 214 percent.

. Senator BENNETT. I am trying to relate this 2-percent figure and
get it straight in my mind as to its overall effect on the duties collected
on ad valorem material. Is my reasoning wrong?

Mr. Rose. I think you are correct. It is2 percent of the ad valorem
duties collected.

Senator BeNNETT. Your sample indicated that less than 25 percent
of the ad valorem would be collectible, would be affected.

"Mr. Rose. To take exact figures it is $1 million on $9.8 million. .

Senator BENNETT. That, then is about one-eighth, about 1214 per-
cent.

Mr. Rose. A little over 10 percent.

Senator BENNETT. A fraction over 10 percent of the actual duty
revenue, then.

Mr. Rose. On the items which are affected.

Senator BENNETT. On the items which are affected, but translates
into 2 percent of the total ad valorem duties.

Mr.}ilosn. I would want to have our statisticians check that to make
sure, but that seems right to me; yes, sir.

' Senator BENNETT. 1 am curious about another thing. We have been
talking here today about the fact that one of the practical effects of
this bill would be to have the practical wholesale price in the foreign
countries become the basis of valuation rather than the practical retail
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price.  What is the situation in which a retailer in this country im-
ports an object for retail sale? Would he then have the effect of the
duty ?on the wholesale price even though he himself is not a whole-
saler

Mr. Rose. It depends.

‘Senator BENNETT. There would not be two duties depending on the
price level at which the item is sold ?

Mr. Rose. No, sir. The reason for the effect that I was mentioning, .
I think this is what you are driving at—under our present formula,
in order to find a foreign value, goods have to be freely offered to all
purchasers.

Senator BENNETT. If they are not offered to retailers at the whole-
sale price, you assume that they are not freely offered to all pur-
chasers?

Mr. Rose. That is correct. Therefore, I think, under current law,
we have to use the price to retailers as the foreign value.

No, of course, the foreign distributor can change that by simply
changing the terms of his offering.

Senator BENNErr. I understand that.

We have been talking about precentage effects. What would be
the net total dollar loss on the approximately

Mur. Rose. Based on 1934, there 1s an indicated difference of about
$5 million, I think, in the collection of duties.

Senator BENNETT. Is that in one of these charts?

11\1{!1'. Rose. Chart 1 at the bottom of the right-hand side of the lower
half.

Senator BENNETT. Approximately $5.1 million.

Mr. RosE. Yes,sir. That is extrapolating our sample to total 1954
imports. I hesitate to characterize that as loss because that is——

enator BENNETT. I think there are present inequities.

Mr. Roske. This is to a very substantial extent within the control of
foreign distributors or foreign countries at that point. Therefore, 1
{)mtp to characterize it as loss occasioned by the bill on a permanent

asis. |

Senator BENNETT. How much money would the Treasury save if
this were put into effect, this simplification ! :

Mr. Rose. That is again an estimated figure. We think we could
do approximately the same job of expedition under existing law with
somewhere between three-quarters and a million dollars™ worth of
additional people. It would cost us that much more in terms of addi-
tional people to produce the same speed that a simplification

Senator BENNETT. To put it the other way around, if this law were
passed, you could do the same work that you now are doing under
existing law with from three-quarters to a million dollars’ worth
fewer people?

Mr. %OSE Yes.

Senator BENNETT. Save?

Mr. Rose. That'’s right.

Senator BENNETT. It is an interesting contrast of a loss of revenue
from five to six millions and a possible saving of a million dollars.
But, of course, I recognize the possible value of correcting inequitable
situations.

Mr. Rose. Further more, as I perhaps have repeated too often,
since this is so largely in control of methods both of taxation and
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distribution abroad, I think that to regard this as revenue in hand

is a somewhat mistaken concept in any event. Increasingly, I think,

;lﬂfolrmation as to how to export to us is depriving us of it under exist-
aw.

%enator BenNerT. Have you got any kind of an idea as to how much
of that reduction in revenue has occurred over the last year or 2
years. In the processes %oing on, how fast is it moving? .

Mr. Rosk. It is difficult to evaluate but let me take an illustration
which I have been advised of :

You take on chart 2, about halfway down in the first group of items
which are principally affected, you will find synthetic fibers and manu-
factures which show an indicated reduction in value of about 7
percent, My information is that in the current year those imports
are being appraised on export value so that that 7-percent reduction
has already accrued.

In other words, if this survey were made in 1955, synthetic fibers
would show little or no change in value. The reason for that being
determinations which were made in connection with a consideration of
a dumping case last year, as to the proper basis of valuation.

Senasor BennerT. Is that erosion going on in all these first category

oups! .
ngE Rose. I believe it is, sir. As the export market becomes
more——

Senator BENNETT. In this one particular case you feel that by wish-
ing themselves up they have, in effect, reduced or eliminated——

r. Rose. Or further educating us in what they were doing pre-
viously, that they have gone from a foreign market value to an export
value under existing law.

I would like to review that and submit a more definite statement for
the record, if I might."

But I have been advised that that has ha rened currently.

Senator MarTIN. Mr. Chairman, I woulJ) ike to ask some questions
that we prepared in our office as a result of inquiries that I have been
receiving.

These questions, Mr. Secretary, don’t indicate my own position at
all; it is simply to clarifK certain things that have come to my office.

" From the testimony that was given over in the House and some of
the testimony that you have given this morning, there is an indication
of a tariff reduction from 2145 to 15 percent; in some cases, even more
than that. .

I would like to ask the question: WVill these reductions in dollar
amount of tariffs be automatic! Would these take place immediately %

Mr. Rose. In answering that, sir, I would like to make clear again
that this does not affect rate but only the basis of reduction.

Senator MarTIN. It is a matter of valuation?

Mr. Rose. It translates itself into duty.

Senator MarTIN. The end result is the same; it is a reduction in
tariff. '

Mr. Rose. In these commodity groups, the second part of the ques-
tion is: Is this effect automatic

Senator MArTIN. That’s right.

Mr. Rose. I think the answer to that would be that as soon as the
new method of valuation goes into effect, the indicated results would
follow if the same method of distribution is in effect that was in effect
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at the time when we made this study. I think broadly the answer to
that question is “Yes.”

Senator MArTIN. Would these reductions be in addition to those
authorized in H. R. 1¢ |

Mr. Rose. Since this relates to valuation and since H. R. 1 relates to
rate, the two effects could be concurrent. That was the reason for

utting section (e) into the bill which I read, that any officer of the

vernment and the Tariff Commission shall give full consideration

in his exercise of H. R. 1 authority to any reduction in protective effect
.resulting from this bill.

Senator MarTIN. Would there be any objection to making that sec-
tion even stronger? Because I think 1f that section is administered
as some of us contemplated in H. R. 1, it would eliminate a great deal
of the criticism of this bill.

Mr. Rose. We thought we were writing it pretty strong, sir. If we
can make it stronger, T have no objection.

I think that we are in the area that I was dealing with when I was
talking to Senator Williams. I do have difficulty when there is an
attempt to produce a mathematical correlation, because under this bill,
which is based upon distribution methods that are in effect from
moment to moment, I don’t think that you can translate the indicated
effect of it at one moment into a permanent quantity.

Senator MarTIN. Mr. Secretary, I have had many letters in which
they state that the President has stated that reductions in tariffs
should be gradual and selective.

Now, would you interpret that this bill would reduce the reduction
of tariffs on a broad basis, would be in violation of that statement
of principle?

Mr. Rose. No, sir; I do not. I think the overall effect of this bill
is small, is taking lace to a substantial extent in any event, and is
simply an approach to a simpler and more realistic method of
valuation.

Senator MARTIN. Mr. Chairman, I am very anxious that all of the
laws be made as simple as they possibly can so they are easily under-
stood, as easily understood as possible. But the matter of trading
throughout the world, our country with other nations, has become one
one ot the very important things of our commerce.

Now then, getting to the matter of reciprocity. Since the tariff
reductions involved 1n section 2 will be automatic, is it not true that
no benefits will flow to American industry by way of elimination of
trade restrictions of other countries? This is applying to reciprocal
trade. I have always been very much an advocate of reciprocal trade,
but reciprocal trade must be a two-way street. Our people must have
advantages equal to those of other countries with whom we are trading.

Mr. Rose. If I get the question correctly, sir, the form in which
this is proposed is not a matter which lends itself to agreement with
other countries for concessions from them in exchange for doing what
we are doing here. We have approached this from the standpoint of
simplifying and making realistic our own procedures.

As I said, the Pul})ose was not a tariff reduction. Any such effect
is only incidental. 1 do not see actually how we could make this bill
the consideration for the obtaining of corresponding benefits from
other countries to the extent that we don’t have them now.

64934—55——4
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Senator MiLLIKIN. How do foreign countries value our exports?

Mr. Rose. You mean for their own duty purposes, sir ?

Senator MILLIKIN. Yes.

Mr. Rosk. I can’t recite on that in any comprehensive way, Senator.
I have understood that export value or so-called CIF value, laid-
down value, were very frequent methods of valuation.

Senator MiLLikiN. What do you mean, laid-down value?

Mr. Rose. Export value including transportation cost to the port
of delivery. Either export value or——

Senator MILLIKIN. }I)‘his bill does not attempt to comply with the
similar provisions of laws of countries that take our exports? .

Mr. Rose. No,sir. There is no conscious effort to follow any foreign
pattern in this bill.

Senator MarTIN. H. R. 1 amended the provisions of the Reciprocal
Trade Act to insure better relief for American industry under the
escape clause, and by implication, under the peril point. Since relief
under these provisions is available only in the case of reciprocal trade
agreement, does not section 2 of this bill resulting in lower tariffs
constitute a practical invasion of the escape-clause and %eril-point
provision of the Reciprocal Trade Act as amended by H. R. 1¢

Mr. Rose. I don't believe so, sir, because I think that in an escape-
clause proceeding the question is “injury” or “likelihood of injury.”

Senator MarTIN. We had a lot of controversy over that word.

Mr. Roske. In substantial part—I am not expert in the present
phraseology—because of imports. Now, if imports are contributed
to by the valuation methods which are here proposed, I think it would
be clear anyhow, but it is clear with section (e) in the bill, that any -
effect from this bill would be taken into account in the escape-clause
proceeding.

Senator Mar1IN. I appreciate fully that that is your intention.
There is not any question about it because I know from your back-
ground that you want to encourage industry in our country and I am
particularly interested in the small industry. We have 17,000 of them
in my home State and a lot of them are in pretty serious trouble. I
fear a part of it is due to importations.

These questions that I am asking now are, if possible, to clarify
the position of your Department.

Mr. Chairman, I do not want to take too much time. I appreciate
very much the Secretary’'s frankness in all of this. T think that [
have all the information. I have several more questions here but in
order to save time. T appre~iate very much what you have stated.

The CralkMaN. Are there any further questions?

Senator Carrson. I would like to have one more item discussed on
this list. We discussed the drugs and industrial chemicals. I would
like for vou to discuss hides. What is going to happen—in case, if
we pass 1t—as far as the reduction in the rates would be on hides im-
ported? I think it would be well to have an example in the record.

Mr. Rose. Our memorandum does not have an example from that
category.

Senator CarLsoN. I would be very happy for the Secretary to secure
and put it in the record. T think that is an item that we can stir up
a lot of controversy about.

The CHammaN. We will appreciate it if you will put it in the
record.
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Senator MarTIN. Were you through?

Mr. Rose. Yes, sir. ,

. Senator MarTIN. I would appreciate it also if we could have a
similar entry as to electric machinery. I have had a great deal of
«correspondence from the small concerns in our State who furnish parts
and so on in the manufacturing of electric machinery because that 1s
becoming now an enormous business. I would appreciate it if we
could have a similar entry for that. It would help me—I will be
frank about it—it would help me answer a lot of letters.

"Mr. Rose. All that I can give on those two subjects are on the
charts. There is, in the case of hides and skins, an indicated valuation
reduction of 3 percent which, when applied to the duty, produces a
price reduction of something less than—I think—two-tenths of 1
percent. In the case of electrical machinery the indicated reduction
19—I should think—something under 3 percent in the valuation basis,
and the indicated reduction in the price somewhere around four-tenths
of 1 percent.

These are all averages, of course.

Senator WiLLiaMs. I notice also that grains are in this item, and I
was wondering if gou could not supply for the record the particular
grains that would be affected by this; because I know that we already
have quite a little surplus here in this country. I just wondered what
tariff reductions would be planned and what grains would be affected.

Mr. Roske. I will be glad to do that.

Senator WiLLiaMs. You don’t have that with you?

Mr. JounoN. The important commercial grains are subject to speci-
fic duties. Wheat, oats, rye, are all specific duties; no ad valorem duties
whatsoever.

Senator WiLLiams. You have the items listed here?

Mr. JounsoN. There are some grain products such as bran that are
subject to ad valorem duties.

enator WiLLiams. A byproduct of wheat ?

Mr. JounsoN. Yes, sir.

Mr. Rose. The indicated amount of imports in that category is
something around $10 million—so that it would be a smallish group—
but I will be very glad to get accurately what is in that commodity
grouping and furnish it for the record.

The CaHARMAN. Thank you very much, Mr. Secretary. You have
been very frank.

Senator MarTIN. I, too, appreciate the Secretary’s testimony, Mr.
Chairman.

- Mr. Rosk. I appreciate this opportunity very much, sir, and I thank
you.

(The requested extension of the Secretary’s remarks is as follows:)

TREASURY DEPARTMENT,

Washington, July 8, 1955.
Hon. HArRrRY F. BYRD,

United States Senate, Washington 25, D. C.

MY DEAR MR. CHAIRMAN : In the course of my testimony before your committee
on July @, 1955 with respect to H. R. 6040, the Customs Simplification Act of
1955, 1 agreed to supply certain additional information. That information, to-
:eltlher with some amplification of a few points discussed with your committee,

ollows.

In explaining to the committee that, to a substantial extent, the changes in
valuation which might result under this bill may be accomplished under existing
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law by the foreign manufacturer or his government, I gave as an example the
change in valuation of importations of synthetic fibers which has taken place since
the time our sample survey was made in 1954. The sample survey indicated
that there would be a possible reduction in the valuation of imports of some
synthetic fibers ranging from 9 to 19 percent. This change would have occurred
because in 1954 these fibers were being valued on the basis of foreign value and
sales in the home market were made in small quantities ranging from 5,000 to
10,000 pounds. If export value had been used in 1954, it would have been
based on sales to the United States in units of 100,000 pounds or more. These
substantial quantity differentials would have resulted in a lower export value.

As a result of further information which has been brought to the attention
of the appraisers, it has been determined that no foreign value exists at the
present time with respect to any of this merchandise exported from Europe,
with the possible exception of one shipper. The reason that a foreign value
does not exist is that the manufacturers of these fibers sell only to certain classes
of purchasers and impose a restriction that such purchasers cannot resell the
fibers without further manufacture. Under present law, these restrictions pre-
clude the finding of a price that is freely offered to all purchasers, and accord-
ingly valuation is now being made on the basis of export value. At the present
time, therefore, neither the basis of appraisement nor the unit price for this
merchandise would be changed by the enactment of H. R. 6040.

In further response to the question as to whether there is any evidence that
foreign exporters are taking advantage of the possibility of changing their com-
mercial practices in order to obtain a lower valuation for United States customs
purposes, comparison might be made between the two studies made by the Bu-
reau of Customs for the calendar year 1952 and for the fiscal year 1954. I do
not want to assert that the survey we made for 1952 is altogether comparable
with the fiscal 1954 survey, because the latter was considerably more thorough.
However, the first survey for 1952 indicated a possible 2.9 percent reduction
in the valuation of merchandise subject to ad valorem duties, whereas the more
recent survey indicates that the valuation reduction would then have been only
2.5 percent.

In discussing the reason for the average change of 16 percent in valuation in
subgroup 26, drugs, herbs, ete., I gave ascorbic acid (vitamin C) as an exam-
ple. In that case, the home market price was $26 a unit, whereas the price
for sale to the United States was about $15 a unit. Consequently, at that time,
with respect to this particular commodity a change from foreign value to export
value would have resulted in a valuation decrease of approximately 40 percent.
I would like to add to that information the fact, which I think is pertinent,
that these quantity discounts are also customary in sales of these products by
United States manufacturers. Price lists for the same time period indicate that
United S*ates producers allowed a 40 percent discount on sales in large quan-
tities and that the price per unit charged by the domestic manufacturer for
similar quantities in the United States was approximately the same as the price
charged by the foreign exporter to the United States.

Out of 18 entries of hides and skins contained in the sample, only 5 importa-
tions would have been changed in value by application of the proposed law to
1954 imports. These are 5 entries of calf, wet-salted (less than 12 pounds),
dutiable at 4 percent where value would have been reduced by 5 percent. These
are all importations from the Netherlands and elimination of the Netherlands
excise tax of 4 to 7 percent which is remitted on exports accounts for the differ-
ence in va'ue.

The heading “Grains and Preparations” consists of wheat unfit for human con-
sumption, dutiable at 5 percent, and biscuits, wafers, and macaroni (including
vermicelli, etc.) dutiable at 10 percent. There were 52 entries valued at $105.516
and $103,602 respectively, a reduction of 1.8 percent. The wheat entries remained
unchanged ; a number of entries of wafers, puddings, macaroni, and vermicelll
were redunced 2.4 percent as a result of an Italian excise tax remitted on ex-
ports: and 1 shipment of biscuits, which had been valued on a cost of produc-
tion basis (a very approximate standard of valuation, especially with a product
of this kind) showed an indicated reduction of 9 percent on an export value
basis.

Electrical machinery and apparatus (valued at $1,269,098 under existing law
and at £1,237.718 under the propoged formula, a reduction of 2.5 percent) covers
a wide range of products. There were 356 entries in this subgroup in our sam-
ple. These entries can be broken down into 38 specific descriptions. In 24 of the
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38 there was either no change or the change was less than 0.1 pércent. In only
8 entries totaling less than $10,000 in value (flatirons, a cigarette-packaging ma-
chine, and a material-strength-testing machine) did the change exceed 20 per-
cent (the range was 22 to 31 percent). The principal items which showed a
change, and the reasons therefor, are:

: Perocentage
Number of|{ Rate of
Description ':&, ol ; value re- Reason
P dugction

Percent Percent
Partsofmotors..................... 5 12.5 16.2 | Belgian pmducts exported
through Canada are now
appraised on foreign value
based on sales in Canada.
Under new law would be
appraised cn basis of con-
structed value which would
not include sales expenses
and profit in Canada.

Therapeutic and diagnostic ap- 8 17.6 5.1 | Excise tax.

paratus and parts.

Radio apparatus and parts_.._.___. 28 12.5 6.6 | Difference in price to whole-
salers and to retailers fr the
same whrlesale quantities.

Television apparatus and parts. . ... 3 12.8 4.4 usntity discount.

Teleghone apparatus __._..._____.. 7 17.8 2.8 nknown.

Flashlight cases and flashlights_ . __. 22 35 7.1 Do.

Other articlesand parts. . _._.__._.. 126 13.75 1.5 Do.

Sincerely yours,
H. CHEAPMAN ROSE,

Assistant Secretary of the Trcasury.

The CHAlrMAN. The next witness is Mr. Harry S. Radcliffe, execu-
tive vice president of the National Council of American Importers, Inc.
Will you proceed, sir?

STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI-
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC.

Mr. Rapcrrrre. Mr. Chairman and members of the subcommittee,
since its organization in 1921, the National Council of American Im-
porters has been constantly concerned with the administrative provi-
sions of our customs and related laws. We believe the record will
demonstrate that over this long period of time our organization has
always presented to this committee, and to the House Committee on
Ways and Means, reasonable and constructive suggestions based upon
careful, objective studies of the problems arising from the application
of our administrative laws to the day-to-day business of importing
foreign merchandise into the United States.

The members of our organization, who import a great variety of
commodities ranging from crude materials to finished goods, regularly
bring their importing problems to us for consideration. In this way
the members of our customs committee and our board of directors,
who are all men of long experience with the import trade, are placed
in a position to formulate views on proposed legislation in this field
on the basis of the facts of life rather than on any theoretical assump-
tions.

The National Council of American Importers strongly approves
H. R. 6040, and hopes that this committee will decide to report favor-
ably upon 1t and will take the necessary steps to bring about its passage
at this session of the Congress. President Eisenhower recently said
this is terribly important, and we heartily agree.
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Section 2 of the bill, which proposes to revise the value section -of
-the tariff act, is a most necessary step toward true customs sim-
plification. The use of foreign value or export value—whichever is
higher—as the primary basis of valuation, has been a constant source
of difficulties for both importers and customs officials for a great many
years. The requirement that foreign value must be ascertained in
every ad valorem appraisement has caused delays, uncertainty, con-
. fusion, and frustration. Our organization was the first to suggest that
foreign value be eliminated and that export value should be the

referred method of valuation when duty is assessed on an ad valorem

asis. That su%%estion was presented to the United States Tarift
Commission in May 1945, when the Commission had in progress a
thorough study of customs administrative laws which, unfortunately,
was never completed.

As you know, provisions substantially the same as section 2 of
H. R. 6040 were contained in all customs simplification bills introduced
since May 1950, and we think it is very significant that the House of
Representatives passed H. R. 5505 in the 82d Congress, H. R. 5877
and H. R. 6584 in the 83d Congress, after the Committee on Ways
and Means had favorably reported such measures unanimously. The
recent passage by the House of the bill now under consideration makes.
it the fourth time in the past 4 years that the elimination of foreign
v}a:]ueb:l)gd the modernization of tﬁe value section has been approved by
that y.

The report of the Committee on Ways and Means on H. R. 6040—
House Report No. 858, 84th Congress, 1st session—contains minority
views subscribed to by only two members of that committee. The
claim is made by these members that this is a tariff-reduction bill.
This charge is evidently based upon the survey made by the Treasury
Department showing that the elimination of foreign value and other

roposed changes in the valuation provisions might result in a possible
gecrease in total dutiable value of 2.5 percent ang a smaller decrease of
1.99 percent in customs revenue collections on ad valorem goods. Of
course, as the survey indicates, the difference in dutiable value will
be lower than those overall averages on some classes of commodities
and considerably higher on others.

The important fact that has been overlooked is that where appraise-
ment under the present law on the basis of foreign value results in a
higher dutiable value, this is invariably due to internal conditions in
the exporting country that have no bearing on the real value of the
particular merchandise purchased by the importer. Usually, where
the foreign value is higher than the export value, it is because of one or
more of the following reasons:

First, the price for domestic consumption in the exporting country
includes certain internal taxes which are not levied on exports. We
have the same condition in our own exports which are not subject to
domestic excise taxes.

Second, the quantities regularly exported to the United States are
considerably larger than the usual quantities supplied to wholesale
customers in the home market. It is a well-known business practice
to grant a quantity differential and, in fact, section 202 (c) of our
Antidumping Act authorizes an appropriate allowance for such dif-
ferences in quantity.
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Third, the foreign producer frequently sells at two different prices
in wholesale quantities to jobbers and retailers in his home market.
Under the present interpretation of the term “usual wholesale quan-
tity,” appraisement is made on the basis of the quantity in which the
largest number of individual transactions occur, which is ordinarily
the price level between the foreign producer and his domestic retailers.

JFourth, American importers often do business on a letter-of-credit
or a sight-draft basis whereby the foreign producer receives spot cash
for his merchandise at the time of shipment. The same foreign pro-
ducer may find it necessary to sell his domestic customers on credit
terms of 30, 60, 90 days or longer. and the attendant financing costs
are naturally included in his domestic prices.

All of the foregoing considerations are the main commercial reasons
why the foreign value may exceed the export value, but certainly none
of these justify the application of our ad valorem duty rates on the
resultant enhanced value. To correct this inequitable value situation,
as proposed in H. R. 6040, is by no means a tariff-reduction move.

Where the present protective tariff rates are ad valorem, the domes-
tic industry is entitle(}) to the application of those rates to a true, realis-
tic value. Our laws contain safeguards in the Antidumping Act of
1921, and in the countervailing duty provisions of the Tariff Act to
assure that imports are on an actual-value basis and not on some
lower price basis by reason of dumping or subsidization. In all fair-
ness, there should be corresponding safeguards to assure that an arti-
ficially higher value basis will not be used to overtax importers. We
are convinced that H. R. 6040 will permit equitable value procedures to
both importers and domestic industries after its adoption. As the
House report stated with reference to section 2:

It will bring our customs valuation standards more into conformity with the
commercial realities of international trade.

We wish to point out that, if dutiable values are actually lowered
because of the proposed revision of the value section, this lowering
will only come about because the abnormal factors in foreign value,
which I have listed, will be eliminated. In our view, these elements
should never have been in the value picture in the first place.

The placing of our valuation standards upon a commercially

realistic basis will only involve some very slight changes in current
dutiable values. As pointed out in the House report on page 4:
* * * the maximum reduction in after-duty cost, which comes closest to measur-
ing the change in tariff protection, would have been ax much ax 4 percent for
only 1 commodity group and over 2 percent in only 3 others. The reduction
in after-duty cost for all imports for which value is an element of duty would
average about one-half of 1 percent * * *,

As a matter of fact, the sudden increase in world-market prices for
commodities dutiable on an ad valorem basis which occurred after the
outbreak of the Korean war in June 1950 caused dutiable values to
rise sharply, and a moderate decline in current world-market prices
of such commodities could easily have a much greater effect upon the
level of protection to our domestic industries than any possible result
of the proposed revision of the value section of our Tariff Act.

During the consideration of this bill in the House, a motion was
made to recommit it to the committee with instructions to strike out
section 2. We are glad that this motion did not prevail, because,



80 CUSTOMS SIMPLIFICATION

had his been done, we feel that the bill would have to be given some
other title than the Customs Simplification Act of 1955.

The CaHATRMAN. Thank you, sir.

The next witness is to be John C. Lynn, legislative director of the
American Farm Bureau Federation.

Mr. Harris. I am Herbert E. Harris and I am a member of the
lﬁglslatlve staff of the Farm Bureau. I would like to appear for Mr.

ynn.

The CrAIRMAN. Go ahead, sir.

STATEMENT OF HERBERT E. HARRIS, MEMBER OF THE LEGISLA-
TIVE STAFF, THE AMERICAN FARM BUREAU FEDERATION

Mr. Harris. We appreciate the opportunity to present the views of
the American Farm Bureau Federation to this committee with regard
to H. R. 6040, the Customs Simplification Act of 1955. The Farm
Bureau represents 1,609,461 farm families who through their elected
delegates have formulated and adopted policies which in their judg-
ment will best achieve the national interest.

The views which we express here are based on these policies.

In 1955, as in previous years, the Farm Bureau recognizes the im-
portance of international trade:

For an economy to be dynamic and expanding, goods and capital must flow
freely. This requires world ‘trade and world investment, with governments en-
couraging private investment and stimulating trade as an outlet for the increas-
ing productivity of the world’s farms and factories. This approach requires

systematic abandonment of policies directed toward restriction of the produc-
tion and distribution of goods and services throughout the world.

To achieve this objective, we have vigorously supported the re-
ciprocal trade program. However, proper administration of our cus-
toms laws is equally important with the systematic reduction of
tariffs. On this point, Farm Bureau 1955 policy states:

In order to increase and continue the opportunity for customer nations to earn
dollars with which to pay for United States products, we recommend that the
United States use its leadership to bring about realistic trade agreements and
trade arrangements among free nations to reduce trade barriers progressively
and to expand mutually advantageous private trade. For this purpose the United
States should * * * enact legislation to further revise and simplify United
States customs laws, regulations, and procedure,

We believe that the provisions in the bill which change the cur-
rency-conversion method present no danger and would assist in a more
efficient administration of the law. The repeal of certain obsolete
provisions of the customs law as provided for in section 4 of the bill
woeuld also seem to be appropriate.

For this reason we wish to confine our comments to section 2 of the
bill which, among other things, provides for export value to be the
preferred method of valuation and eliminates the use of foreign value.
Foreign value presently must be used if it is the higher of the two.

The determination of foreign value on all products subject to an
ad valorem duty has proved to be a cumbersome and often protracted
undertaking. Frequently an investigation in the exporting country
is necessary. This time-consuming job becomes especially difficult
when domestic sellers in the foreign country have no incentive to re-
veal information concerning their sales. e uncertainty and delay
puts the exporter at a disadvantage, sometimes requiring him to wait
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months before knowing the amount of duty he must pay. Despite
a sustained effort by the Bureau of Customs to reduce the large back-~
log of imports awaiting appraisement, as of March 31, 1955, over
39,000 invoices were being held by the collector awaiting foreign in-
vestigations. In addition, the result is often an unjust valuation since
it is based on small-quantity sales rather than the larger quantities
normally sold in export. By eliminating the injustice and confusion
resulting from this provision, the Farm Bureau feels that additional
import sales will be made possible and additional dollar credits will be
available to purchase our export products. Certainly, it would be a
means to expand mutually advantageous private trade.

It would also result in a considerable savings in the administrative
expense of the Bureau of Customs and Department of State by elimi-
nating the necessity for many extensive foreign investigations.

We would like to emphasize, at this point, that the valuation of
an article for purpose of assessing a dut should correonnd as closely
as possible to the real commercial value of the product. The use
of export value best reflects commercial value primarily because it
determines price for quantities in which the product is normally sold
in export. erefore, any change in duties resulting from the elimi-
nation of the use of foreign value would be caused by the discarding
of a fictitious value for an article. It is not clear to us why any
domestic industry has a moral or legal right to have imported articles
valued at a fictitious level.

These advantages have been recognized by the House and substan-
tially the same provisions were contained in a bill, H. R. 6584, which
the House passed in 1953. The bill was never reported out of com-
mittee in tl‘m)e Senate. Since this change in the method of valuation
would in some cases effect a decrease in individual tariffs, it was felt
that a review of these gossible adjustments would be necessary. A
survey has been made by the Bureau of Customs which we believe
adea}:mtely demonstrates the effects that this change will have.

The Bureau of Customs survey reveals three facts which we would
like to point out.

First, in 1954 only 13.4 percent of the total value of United States
imports would have been affected by the proposed change in the
method of valuation.

Second, the valuation of these imports would have been decreased
by 2.5 percent.

Third, the actual duties collected would have been decreased by
only nine-tenths of 1 percent.

lthough these statistics indicate slight effect on overall duties,
some may fear that there will be a severe reduction on certain
individual products. We feel that Custom’s survey does not sub-
stantiate such a fear.

We can find no evidence that any individual product or industry
will be materially affected by this change.

Of course, under the usual conditions, an industry that feels that
imports have increased so as to cause or threaten serious injury can
obtain relief through the escape clause of the Tariff Act.

This change in the method of valuation does not permit foreign
merchandise to be sold in the United States at less than its fair value
when an industry in the United States is being, or is likely to be,
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injured. The Antidumping Act of 1921, as amended, provides com-
plete pretection in such cases by imposing a special dumping duty.

Whenever the Secretary of the Treasury determines that an article
is being sold or that it is even likely to be sold in the United States
at less than fair value, he must inform the Tariff Commission. The
Tariff Commission must investigate and report back in 90 days as to
yvl}ethgr a United States industry is being injured or is likely to be
injured.

he statute applies specifically to a case where there is suspicion that
the purchase price or the exporter’s sales price is less or likely to be less
than the foreign market value.

In such cases a special dumping duty equal to the difference in
value can be imposed on all the products imported within 120 days
prior to the Secretary’s raising of the question of dumping.

Our information indicates that since October of 1954, when this law
was enacted in its present form, the Treasury has been able to effec-
tively police imports so as to preclude injury from dumping. The 15
to 20 investigations now underway indicate adequate enforcement of
this provision. H. R. 6040 will not affect of diminish this protection
In any way.

Some agjustments may be necessary, but we feel the benefits ob-
tained justify the effort.

A just and equitable administration of our tariff laws requires—
(1]) valuations which are as close as possible to the real commercial
value of the products being imported ; and _
4 ](2) valuations which are uniform and not subject to unwarranted
elays.
e feel that the enactment of H. R. 6040 will do much to accomplish
these objectives.

In this manner we will have taken an important step forward in
encoura%'ing the expansion of international trade. The American
farmer feels that this is one of the most important factors in securi
the prosperity and security of the United States and the nations o
the free world.

' We earnestly urge the passage of this legislation. We feel that it
is a step equally important with H. R. 1, the reciprocal trade pragram,
which we have consistently supported.

Senator BENNETT. You have no amendments to suggest ?

~Mr. Harris. No, sir,we don’t.

The CaamrMaN. Thank you, sir. |

Senator CarLsoN. Have you made an analysis as to how this will
affect agriculture in regard to the imports that will be affected

Mr. Harris. Yes, Senator. As has been stated previously, most
of the main agricultural products have specific duties. We are pro-
tected, of course, under section 22 of the Agricultural Adjustment Act
and most of the basic farm products have had quotas applied to them
now. The effect on agricultural imports by this bill, I think, will be
incidental. The overall effect, we feel, will be very beneficial by help-
ing to increase the level of international trade.

, The CramMAN. Thank you, sir.

' 'The next witness is Mr. Allerton deCormis Tompkins of the United
States council of the International Chamber of Commerce.
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STATEMENT OF ALLERTON deCORMIS TOMPKINS REPRESENTING
THE UNITED STATES COUNCIL OF THE INTERNATIONAL CHAM-
BER OF COMMERCE

Mr. TomprINs. My name is Allerton deCormis Tompkins, 44 White-
hall Street, New York, N. Y. I am a member of the committee on
trade barriers of the United States council of the International
Chamber of Commerce. I am an attorney and specialize in customs
law.

I appear today on behalf of the United States council to urge the
enactment of H. R. 6040, the Customs Simplification Act of 1955.
We are satisfied that this law will be in the best economic and political
interest of the United States.

The United States council is an association of American private
business firms and associations representing a large segment of the
American business community. It also represents the interests of
American business in the International Chamber of Commerce.
‘Through the International Chamber it is associated with similar
groups in 34 countries.

- The United States stands as a symbol to the rest of the world of an
economy based on principles of freedom of enterprise. It exports more
goods, and it imports more goods, than any other country. Whether
we like it or not, the United States is now the giant in this field. It
is the great trading nation. The action our country takes in remov-
ing trade restrictions will be a potent factor on whether the barriers to
international trade will be increased or decreased by the other free
nations of the world. Our exports can be seriously hindered if by our
example we encourage other nations to perpetuate unreasonable trade
barriers. Itisimportant, therefore, that the United States divest itself
of cumbersome and unbusinesslike import restrictions and procedures.

It i1s immaterial to the international trader whether the end result
of a new dutiable value law will increase slightly. or decrease slightly,
the amount of duties that must be paid. Traders seek only three
reasonable basic principles in such a statute:

First, the law should be based on procedures which will tend to
avoid unreasonable delays in the appraisement of goods.

Second, these procedures should be such as will permit importers to
determine in advance with reasonable certainty the duties they will
be required to pay.

Third, the values under these procedures should reflect the actual
commercial value of the imported goods as shown in the invoice prices
for the bulk of merchandise arriving in the United States.

H. R. 6040 seems to meet the above three basic requirements.

The elimination of “foreign value” as a basis for dutiable value, as
Sroposed in the present law, will avoid the uncertainties and long

elays that have been the rule while investigations are being made by
importers and customs officials about detailled marketing factors in
the country of exportation.

American businessmen and customs officials can be, and usually are,
informed about the prices at which foreign goods are sold to importers
in this country. It will thus be possible for importers to determine
in advance with reasonable certainty what their dutiable values will
be, particularly where trade conditions are normal. Moreover, the
proposed definitions relating to export value and to United States
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value should remove many of the intangible factors and unexpected
unreasonable surprises with which importers are now faced, and these
definitions should tend to reflect the actual commercial value of
imported merchandise.

While our wholehearted support is given to the basic principles set
forth in H. R. 6040, there are a number of technicalities that should
be corrected in order to insure the smooth operation of this law. We,
therefore, urge for your careful consideration the following technical
corrections:

(1) The following underscored language should be inserted in lines
11-12 as well as in lines 15-16 on page 7, J’ealing with the definition of
“such and similar merchandise.” .

* * * merchandise which is approximately equal in commercial value and is
identical in physical characteristics with * * *

Two articles frequently have identical physical characteristics but
have entirely different commercial values due to nonphysical qualities.
For example, 2 fruit plants subjzct to duty at 1214 percent ad valorem
under paragraph 755, with identical physical characteristics, may
have an entirely different commercial value because one of them has
a quality not present in the other, such as the resistance to a disease or
to a destructive fungus. The disease-resisting plant under normal
conditions would have a much greater commercial value than the other
nonresisting plant. This factor is very important in the commercial
world and it should be recognized by Ke customs laws. Since it is a
known and recognizable factor it will not tend to place undue dis-
cretion upon appraising officers. On the contrary, it will permit them
to avoid an absurdity, which they can now do under the proposed
statute.

Since Congress is being urged to use the phraseology ‘“approxi-
mately equal in commercial value” on line 24 of page 7, we feel that
this s'z;me language can be used appropriately on lines 11 and 15 of

age 7.
P T2) The following change should be made on line 21 of page 3 deal-
ing with the allowances or deductions to be made in determining a
United States value.

* * * Federal taxes (currently) estimated to be payable on such or similar
merchandise * * *, .

The words “estimated to be” should be inserted in place of “cur-
rently.”

The above-suggested language was originally contained in the simi-
lar proposals made in 1951 to amend the dutiable value laws.

The clause dealing with the above quotation has reference to a proto-
type shipment that has previously been imported into the United
States. The United States sales price on this previously imported
prototype merchandise is usua]ly dependent upon cost factors, includ-
1ng duties and taxes that have been assessed upon that particular ship-
ment. The sales price might well be different if there were a su
stantial increase or decrease in costs. The duties or taxes assessed on
this prior prototype shipment frequently bear no relation to the duties
and taxes that are current when the shipment undergoing appraise-
ment arrives in the United States. For example, prior to the cancel-
lation of the so-called Chinese trade agreement, Presidential Procla-
mation No. 2954 of November 26, 1951, the duty on linen embroideries
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was 60 percent ad valorem. After this cancellation the duties were
90 percent ad valorem. Now, if we have a prototype shipment that
was imported prior to this cancellation, it would be illogical to deduct
a duty at 90 percent where the goods were sold in the United States
based upon a duty-cost factor of only 60 percent. In such a situation
an importer would receive an unwarrantedly low dutiable value. To
the same effect, an importer would receive an unwarrantedlK high duti-
able value on shipments that arrived in the United States shortly after
a duty had been reduced under the trade-agreement procedure.

The courts have heretofore held that the duties assessed on the
prior prototype shipment should be deducted rather than duties and
taxes that are currently payable. This is a sound and logical pro-
cedure and it should not be changed as the proposed law would do.

(3) It will be desirable to insert the following italicized language
on lines 17 and 18 of page 3 in connection with the establishment of
a United States value:
¢ * * from the place of shipment in the country of exportation to the place
of delivery in the United Statecs, not including * * *,

The foregoing language will avoid any possible misconstruction.
As presently worded, the place of shipment can just as well mean the
place in the United States where the American importer ships to the
American buyer. This misconstruction is supported by the fact that
the next preceding paragraph, lines 10 through 14 on page 3, refers
to conditions as they exist in the American market.

(4) In connection with the definition of “such or similar mer-
chandise” as set forth in point 4, line 5 page 7 through line 3 page 8,
no consideration is given to the fact that two similar articles may have
different values by reason of cost factors that can be readily deter-
mined. Thus, the cost of a dress with a fancy belt would normally be
higher than the cost of the same dress without the belt, and the dif-
ference in cost would be reflected by the cost of the belt. Although
the cost of this belt is a factor that can be readily determined, the pro-
posed law does not permit customs officials to adjust values of similar
articles to compensate for this readily determined cost factor. We
therefore propose for your careful consideration a further subsection
to be inserted between lines 3 and 4 on page 8.

(E) Due consideration shall be given to differences in prices of similar goods
which are caused by cost factors that can be readily determined.

The United States Council is also in full accord with the state-
ments made by other witnesses before this committee who desire to
have this law amended so as to require the appraiser to reveal the
basis of his appraisement in the event of a disagreement with value
with an importer. Contrary to the assumption by some Members of
the House of Representatives, there are now no means of obtaining
this information.

In conclusion, we urge the adoption of H. R. 6040, and we request
your careful consideration of the foregoing technical corrections
which should facilitate the smooth operation of this law. We regard
this act as a most significant and important step in simplifying cus-
toms procedures. It is in fact a real, vital, honest-to-goodness cus-
toms simplification act, as its name indicates.

Thank you.
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The CHAIRMAN. Thank you, sir.

Avre there any questions ¢

The next witness is J. C. Heraper, of the world trade department.
Detroit Board of Commerce.

Will you proceed, sir?

STATEMENT OF J. C. HERAPER, CHAIRMAN, IMPORT AND CUSTOMS
COMMITTEE OF THE DETROIT BOARD OF COMMERCE, AND
IMPORT MANAGER, THE J. L. HUDSON CO.

Mr. HeraPER. My name is J. C. Heraper. I am the import manager
of the J. L. Hudson Co., of Detroit, and I am also chairman of the
import and customs committee of the Detroit Board of Commerce.

I wish to record the support of H. R. 6040 by both the Detroit Board
of Commerce and the J. L. Hudson Co.

Congress is to be commended for the simplification already achieved
under the Simplification Acts of 1953 and 1954. We feel that the
value provisions of H. R. 6040 will materially contribute to the con-
fidence of importers in their purchases of foreign merchandise.

The Detroit Board of Commerce and the J. L. Hudson Co. have
an interest in the ease with which goods can be imported.

The Detroit Board of Commerce is a Michigan nonprofit corpora-
tion representing about 3,800 industrial and commercial enterprises
in a metropolitan area of over 3 million people. The membership
includes exporters, importers, customhouse brokers, and forwarders.
Detroit is a major port of entry, particularly for the Canadian trade.
There is a heavy movement of goods from Europe during the Great
Lakes shipping season. .

The J. L. Hudson Co. has two large department stores in the
Detroit area. We employ an average of 13,000 people. In our stores
we use a wide variety of imported products, practically all of it
cleared through Detroit customs. We feel that the inclusion of im-
ported items in our stocks helps to make our stores more distinctive in
the community.

In this connection it is important to emphasize that over 95 percent
of the goods sold in our stores are made in the United States. In
the field of consumer goods, at least, there is little evidence that
imports are flooding the market.

The import purchases of the J. L. Hudson Co. are cleared through
customs by our own staff. We are therefore in a position to know
at firsthand the problems arising from the provisions of the United
States Tariff Act.

In my opinion, two remaining steps which would assist us inost in
our import operations are: First, putting into effect the use of export
values as defEmed in H. R. 6040; and second, simplification of the
tariff rate structure. This is not be interpreted as a plea for rate
reductions.

The provision in H. R. 6040 eliminating the use of foreign value~
in appraising merchandise 1s a much needed simplification. Difli-
culties in establishing foreign values create an unnecessary amount
of uncertainty—frequently extending over months—uncertainty of
not knowing what the final appraisea value will be. Many foreign
suppliers are small and do not understand this requirement by United
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States customs. We frequently have to write to our foreign offices
and to the manufacturers abroad for supplementary information. It
seems to us that the customs and the importers expend considerable
time and effort which could be used more profitably. .

At this time we have the following number of entries not liqui-
dated : From 1953, 68; from 1954, 246. :

A conspicuous example of uncertainty in value determination is cur-
rently in the customs courts. Cashmere sweaters from Seotland and
Xngland are a substantial factor in the import trade. Over a period
of time, these had been appraised on current selling prices for the fin-
ished garments. The customs then decided 3 or 4 years ago to change
over to a cost of production basis of valuation because the manufac-
turers selected the stores in this country through which distribution
should be made. We not only incurred additional duty on sweaters
already sold, but since that time the importers and the Government
have been in litigation which has not yet ended. The witness preced-
ing me, Mr. Tompkins, is the attorney handling that case in behalf
of the importers and any further information required, I am sure he
could give it to you.

We do feel that we could operate our stores without any imported
merchandise at all, if that was the feeling of the Congress and of the
community at large.

In our analysis of H. R. 6040, and from past experience, we believe
practically all our shipments can be appraised more promptly under
the pricing provisions of H. R. 6040 than under the existing law.

It has been intimated that those supporting H. R. 6040 are seeking
lower duty rates through an indirect method. This change in apprais-
ing merchandise will result in only negligible duty cuts for us. The
average rate of duty paid by us on all our imports in 1954 was 30 per-
cent. We estimate that on our foreign purchases the prices paid by
us would not average less than 5 percent under the foreign market
prices for those items sold both for export and for the foreign market.
This would mean at the most a 1.5-percent lower duty rate for the
J. L. Hudson Co.

We are not looking for any back-door way of obtaining lower duty
rates. Tariff protection, if necessary, should be based on duty rates
and not on complicated customs procedures. What we as importers
want is the right to know—with a reasonable amount of certainty—
how much duty must be paid. We know what we have to pay the
manufacturer. Packing and shipping costs can be fairly closely esti-
mated. Duty should not be so indefinite.

Fear has been expressed that the new system of valuation will lead
to foreign manufacturers quoting lower export prices on a much
broader scale. In our opinion, this will not be true in the consumers’
goods field. We feel that we would get just as many price concessions
under either system of valuation.

If there should be a significant and undesirable increase in the vol-
ume of one or more import items as a result of this or other proposed
legislation, there are already sufficient safeguards available; such as
peril-point investigations, antidumping laws, countervailing duties.

We therefore urge this committee to report this bill favorably back
to the Senate.
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I would like to add in connection with the payment for import mer-
chandise—I would say almost 100 percent of the merchandise we bu
from abroad is paid for before we ever see the merchandise; as muc
as 2 or 3 or 4 weeks before it gets to Detroit. We therefore urge this
committee to report this bill.

The CHarMAN. Thank you very much, Mr. IHeraper.

Are there any questionsy

If not, we will convene tomorrow morning at 10 o’clock.

(Whereupon, at 12:10 p. m., the meeting was recessed until to-
morrow, Thursday, July 7, 1955, at 10 a. m.)
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THURSDAY, JULY 7, 1955

UNTITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 10: 15 o’clock a. m., in room
312, Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, Millikin, Martin, Williams, Flanders,
Long, and Barkley.

Also present: Efizabeth B. Springer, chief clerk.

The CHAIRMAN. The committee will come to order.

We are considering the bill H. R. 6040.

The first witness 1s Mr. Richard B. Tucker, vice president of the
Pittsburgh Plate Glass Co.

I would like to state to the committee that I am glad to present Mr.
Tucker. He comes from a prominent Virginia family and, likewise,
speaks for one of the best companies in this country. I think Senator
Martin will agree with me.

Senator MARTIN. Yes; we are very proud to have him.

Mr. Tocker. Thank you, Mr. Chairman.

The CHAIRMAN. You may proceed, Mr. Tucker.

STATEMENT OF RICHARD B. TUCKER, VICE PRESIDENT,
PITTSBURGH PLATE GLASS CO.

Mr. Tucker. I am Richard B. Tucker, vice president of the Pitts-
burgh Plate Glass Co., with headquarters in Pittsburgh, Pa. Our
company manufactures and distributes plate and window glass, paints,
brusies, plastics, and fiber glass. Qur wholly owned subsidiary,
Columbia-Southern Chemical Corp., produces soda ash, caustic soda,
chlorine, ammonia, and a wide range of associated and derivative
chemical products. I have been associated with the flat-glass business
for over 40 years, 26 of them with the Pittsburgh Plate Glass Co.
Since 1944 I have been largely responsible for the research, manufac-
turing, and distributing operations of the company’s glass division.
Including all divisions, our company has 30,000 employees, and is
owned by nearly 17,000 shareholders.

The Pittsburgh Plate Glasc Co. is opposed to the bill H. R. 6040.
While the bill may achieve some administrative simplification, my
study convinces me that if so, it will result in giving broad arbitrary
powers to customs appraising officers, and the net immediate effect
will be to reduce the amount of duties collected on a broad range of
products.

64934—55——F5 59
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While most of the flat-glass products of the Pittsburgh Plate Glass
Co. are subject to specific duties and hence, would not he affected
directly by this bill, some ad valorem duties apply to other flat-glass
products and would be affected. Also, according to the custams survey
prepared by the Treasury Department, the amount of duties collected
on industrial chemicals would be reduced by 7.33 percent and on pig-
ments, paints, and varnishes by 10.07 percent. These are average
figures only, and necessarily represent some higher and some lower
reductions. We have been unable to ascertain the reductions appli-
cable to specific commodities of direct concern.

The President, in transmitting his report on foreign economic polic
to the Congress, stated that any reductions in tariffs shiould be gradua{
selective, and reciprocal and that “across-the-board revisions of tariff
rates would poorly serve our Nation’s interest.” H. R. 6040, as demon-
strated by the Treasury Department’s own study, will result in auto-
matic across-the-board downward revisions of tariff rates and such
reductions will not be gradual, selective, or reciprocal. Such action
would be in utter disregard of the safeguards originated by the Senate
Finance Committee to protect domestic industry in connection with
any reductions in tariff duty.

In adopting H. R. 1 to extend the Trade \greements Act, your
committee carefully limited the tariff-reducing power delegated to the
President for the next 3 years to 15 percent on rates in effect January
1, 1955, with such reduction to be spread over a 3-year period Wit?l
not more than one-third thereof to be effective in any single year.
The committee also accompanied this limited tariff reduction power
with broadened and liberalized escape-clause provisions.

In the Customs Simplification Act of 1954, in directing the Tariff
Commission to simplify tariff classification schedules, the Congress
directed that such simplification should be effected without change
in duties, but that if the desired simplification could not be achieved
without change of rate, then public notice should be given and oppor-
tunity afforded for all interested parties to be heard before any recom-
mendation be made for a change in duty. :

As contrasted with these careful limitations and protections to
American industry, the bill H. R. 6040 would bring about automatic
duty reductions, and such reductions would, in many cases, equal or
exceed the full amount of rate reduction made possible by H. R. 1
i a single year. Such reductions would be made effective without
any study of the facts or the effect upon any industry or opportunity
for such industry to present pertinent data.

Peril point determinations heretofore made by the Tariff Commis-
sion would be nullified by this measure. In fixing such peril points
pursuant to trade-agreement statute, the Tariff Commission has neces-
sarily taken into account the duty realized from the existing value
bases. The lowering of such duty bases with a resultant lowering of
duty must necessarily result in bringing many duties now in effect
below such peril-point determinations. Thus, without notice, with-
out investigation and without opportunity to be heard, this additional
.powerful protection to the American industry would be nullified.

The provisions of subsection 2 (e) of H. R. 6040 are a,p{mrently
intended to meet, at least in part, the criticisms that the bill would
bring about. automatic duty reduction. That provision provides that
in any tariff adjustment action taken by the Tariff Commission or
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the executive branch, full consideration shall be given to any reduc-
tions in tariff protection resulting or likely to result from changes i
dutiable value proposed by the bill. This is a weak and ineffective
offer to lock the door after the horse is stolen. It is of little help to
any American industry to be told that, while existing duties ‘'will be
cut by an indeterminate amount without opportunity for hearing or
investigation, the extent of such cut will be considered in the event
that industry is under consideration for possible further duty cuts.

At the very least, the bill should provide affirmatively, that exist-
ing duties shall be adjusted to the new bases of value so that no reduc-
tions will result.

In conclusion, it is suggested that it is highly doubtful that the bill,
H. R. 6040, will in fact bring about any real customs simplification.
One of the chief benefits of the bill, its proponents claim, will be a
saving in administrative work resultin m elimination of foreign
value as a duty base, but the Treasury Department has placed on rec-
ord a letter signed by the Secretary stating that it is the intention of
that Department to continue to require furnishing of information as
to foreign values and to continue to have available to it foreign-value
information for possible antidumping purposes.

It would seem to follow, therefore, that the elimination of foreign
value as a duty base will impair administration of the dumping stat-
ute, or if the same information is to be required and be assembled,
then that no saving or simplification will result.

It follows inevitably that the only real result of H. R. 6040 is to
bring about an across-the-board tariff reduction which the President
has condemned. .

For all the foregoing reasons, it is respectfully suggested that sec-
tion 2 of H. R. 6040 be rejected and eliminated.

I want to thank you very much, Mr. Chairman, and members of the
committee, for this opportunity to present this argument against
H. R. 6040.

The Cuairman. I think you made a very clear statement, sir. Are
there any questions of Mr. Tucker by the committee ?

(None indicated.%

The CaairMaN. Thank you very much, Mr. Tucker.

STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONWIDE
COMMITTEE OF INDUSTRY, AGRICULTURE, AND LABOR

Mr. StrackBeIN. Mr. Chairman and members of the committee,
my name is O. R. Strackbein. I am chairman of the nationwide
Committee of Industry, Agriculture, and Labor. I do not have a pre-
pared statement but wish to make a few comments, particularly on the
section relating to valuation contained in H. R. 6040.

You may recall that this section or something very similar to it
was contained in previous customs simplification bills all the way from
1950 or 1951 to the present time. and in none of the three previous
occasions has that section survived Finance Committee consideration.

We have felt that this section, which would eliminate foreign value
as a basis for duty assessment would place the United States in a very

eculiar position. This bill would establish the value of exports on
the basis of the price of those goods in a foreign country packed ready
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for shipment to the United States. This would have no reference to
the price of goods packed ready for shipment to other countries. It
would make possible a concentration on the American market for what-
ever purpose might be had in mind by the foreign country, and they
would be within our law. A cartel could cencentrate on the American
market, mark down their prices 10 to 15 or 20 percent and ship to this
country for dpurposes of their own, and they would be within this law.
A country devoted to state trading could do the same thing.

Now it is said by the Treasury Department that if any country
or any exporter to this country engaged in such practices, that they
would be subject to the provisions of the Antidumping Act of 1921,
that this act would not repeal the Antidumping Act, but it seems to
me that it would put us in a very ambiguous position. We might have
a foreign exporter complying with the Customs Simplification Act
of 1955 with respect to valuation and, having complied with that, still
find himself in conflict with another law.

To me this appears to be on all fours with a system under which we
had two different speed limits in exactly the same area. We might
have 1 speed limit at 50 miles and another one at 25. This would
Indicate a conflict of laws.

It appears to me that the passage of this bill, with section 2 in it,
would put the United States in a position of having two laws con-
flicting with each other on exactly the same subject. A foreign ex-
porter, having complied with the one law could still be penalized under
the other law.

Certainly the reaction abroad would be one of confusion. They
would undoubtedly accuse us of having multiple laws on the same
subject and might very well ask, “Well, which law do you really
mean—this law or that law ¢”

So if it would come to a showdown in the case of a conflict of these
two laws, it might very well be held that the most recently passed law
would prevail. If that were the case the Antidumping Act would
fall by the wayside.

I am not sure whether a change in the wording would overcome this
difficulty, but if the mention o% the United States were stricken out
of section 2 where it says “for exportation to the United States” it
might help to overcome this difficulty. In that case export value
would be the value at which the goods are sold to all countries and
not merely to the United States. o .

However, the Treasury Department, in testifying on this, were
opposed to such a system. They maintained that it would be too
difficult to obtain information on the price for exportation to all coun-
tries in order to make sure that the price offered to the United States
was not a dumping price. o _ o

We have another objection. This is that if this bill passes and
export value is adopted, the Antidumping Act will be neglected.

Once again, the Treasury Department denies this. In the report
made by the Ways and Means Committee on June 18, 1955, on this
bill, they say that the Secretary of the Treasury has written to the

committee, stating:

The intention of the Bureau of Customs and the Department of the Treasury
is to continue to obtain the information on customs invoices necessary for such

enforcement—

T T -
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“for such enforcement”’—that refers to the Antidumping Act of 1921.
And there is a letter printed in this report of the Ways and Means
Jommittee signed by the Secretary of the Treasury in which he says:
I wish to advise your committee that it is the firm intention of the Bureau

of Customs and the Treasury Department to continue to require forgign value
information as a part of the information contained in customs invoices.

Now if the foreign representatives of the United States are going
to continue to obtain this information which will make possible
the enforcement of the Antidumping Act, I would like to know where
the customs simplification would come in. Where would there be
any savings in man-hours involved? If they are going to simplify,
it can only be done by not investigating and by not obtaining infor-
mation as broadly as they are doing now, and that would have the
effect of relaxing the enforcement of the Antidumping Act.

It is true, again, that the Ways and Means Committee amended
the bill, and the House passed the amendment, to the effect that—

Nothing in this act shall be considered to repeal, modify, or supersede, directly
or indirectly, any provision of the Antidumping Act of 1921.

It says further that— ‘

The Secretary of the Treasury, after consulting with the United States Tariff
Commission, shall review the operation and effectiveness of such Antidumping
Act and report thereon to the Congress within 1 year after the effective date
of this act. In that report the Secretary shall recommend to the Congress
auny amendments of such Antidumping Act which he considers desirable or
necessary to provide for greater certaimty, speed, and efficiency in the enforce-
ment of such Antidumping Act.

I do not know why it takes a study of the Tariff Commission to
tell the Treasury Department how to obtain compliance with the
law. If such a report is made they might very well find out that
unless the Treasury Department does continue to obtain informa-
tion on what is called foreign value as distinguished from export
value, the Antidumping Act cannot be enforced. How would they
know whether duming was taking place? You have to be able to
compare the export value with the foreign value. Otherwise you
are operating in the dark.

Now, either they obtain information on foreign value so that it
will be possible to ascertain whether the export value is lower, in
which case there will be no simplification, or they will not obtain
this information on foreign value, in which case they will be setting
aside the proper enforcement of the Antidumping Act. I see no
possible alternative except some point between, where they might
save some work and to that extent relax the enforcement of the Anti-
dumping Act.

It may be that the Treasury Department can explain that situation
or that paradox, but I have not ll:eard any explanation or seen any
explanation that really overcomes the difficulty.

his bill would also bring about, as the committee itself well knows,
certain unilateral reductions in our duty collections. The calculation
of the Treasury Department shows that on the overall duty collec-
tions on all items having ad valorem basis the reduction would be
about 2 percent. That being an average, naturally some of the reduc-
tions would be considerably greater and some would be smaller or
in some cases there would be no reduction at all. But this would
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be a gratuitous tariff reduction quite serious in some cases, on some
particular products.

- There is no provision, of course, that there is to be any conces-
sion from any other country in turn for such reductions. The bill
does say on page 10 of the bill as it came out of the House:

If any action relating to tariff adjustment be executive action including action
taken pursuant to section 350 of the Tariff Act of 1930 as amended—

that is the Trade Agreements Act—

If any action relating to tariff adjustment by executive action * * * the United
States Tariff Commission and each of the executive branch of the Government
concerned—

that means the Commerce Department, Treasury Department, De-
fense Department, Agriculture, Labor, et cetera—

shall give full consideration to any reduction in the level of tariff protection

which has resulted or is likely to result from the amendment of section 402
of the Tariff Act of 1930 made by this act. .

That is not very strong; that is not velY strong language. There
1s nothing mandatory about it; it is completely discretionary, and I
daresay it would lie in the land of conijecture.

" They shall give full consideration to any reduction in a level of tariff
protection which has resulted or is likely to resuit.

I am not sure that they would have any evidence or information
of the actual reduction that might occur as a result of this act, and
then they are only to give “full consideration” to it.

This bill differs, changing the subject slightly, somewhat from
the previous bills in the matter of foreign-exchange rates—rates of
conversion of foreign currencies. The previous bills had the tendency
or ap]l)eared to endorse multiple-exchange rates or to give recognition,
official recognition, to multiple-exchange rates. The present bill does
not appear to do so and in any case in the report accompanying this
bill as i1t came out of the House is this statement :

It was suggested in testimony presented in the hearings that where more
than one rate exists for a currency the Federal Reserve bank be required to
certify each such rate. Your committee does not wish even by implication to
approve the use of multiple-exchange rates.

Assuming then that the bill as it came out of the House would not
In any way recognize multi%}e-exchange rates, we would have no
objection to the remainder of the bill.

I think there would be some simplification in the actual mechanics
of determining exchange rates and publishing them if this bill were
enacted. For example, it says that 1f an exchange rate does not vary
5 percent or more, the previous exchange rate continues in effect and
will not be altered just for minor variations. Today there is an alter-
ation each time there is a change, whether it is 5 percent or inore or
less, and I think the 5-percent limitation on change would have the
tendency of stabilization. This might very well be helpful.
 In summary, our position is that if section 2 is eliminated from the
bill we have no objection to the rest of the bill. We do not say that
section 2 might not be modified so as to make it acceptable—it might
be—we -have no language for it. But the obvious change that we
" suggest is opposed by the Treasury Department. This is to say that,
if export value is defined as the export value offered to all countries
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or the prices received on sales to all countries and not just the United
States, we feel that that would overcome a good part of our objec-
tion, but the Treasury Department seems to feel that that would not
produce simplification.

That is all I have to say, Mr. Chairman.

The CramrMaN. Thank you, Mr. Strackbein.

Are there any questions?y

Senator MILLIKIN. Mr, Chairman, I would like to ask this ques-
tion: From a reciprocal standpoint, how do they value our export
to foreign countries?

Mr. STRACKBEIN. You mean in considering the making of conces-
sions in a trade agreement ?

Senator MiLLIKIN. Well, in whatever the mechanics may be. They
have the same problem that we have; they have a problem of putting
a value on the stuff that we export. What is their rule?

Mr. StrackBEIN. Well the rules vary. Taking Canada as an
example, they have a very strict Antidumping Act which is applied
and applied very rapidly. Other countries have certainly objected
even to our act of 1954 in which we undertake to dispose of certain
agricultural products in the rest of the world. There have been some
very strong protests on the basis that it represented a two-price system
an? that it represented dumping. As a matter of fact, in the con-
ference in Geneva this was one of the stumbling blocks and at the
time appeared to offer great difficulties toward arriving at an
agreement. |

Senator MLLIKIN. In determining the value of our exports, how
do they determine it.

Mr. StrackBEIN. The practice is not uniform. In the case of ad
valorem goods they take the value of the goods as sold in the United
States just as we do in their cases, but where there is an appearance
of dumping they have to have a basis of comparison just the same
as we do—In other words, if we use a two-price system, and we have
used it, some of our manufacturers have used it, have sold at prices
abroad lower than they sell in this country. Of course, if the com-
modity is not competitive with any domestic producer in those coun-
tries they are probably delighted to get the goods at a lower price
and there would be no protest, just as in this country. If there is
no competitive domestic producer and a country wants to dump their
goods in here, then the consumer of course has no objection. He gets
the goods at a lower price, and so long as nobody protests there is no
point in bringing up a case of dumping.

In order to answer your question more specifically, I think it would
be necessary to examine country by country more (,ieﬁnitely. What
I have given you has been a more general impression of particular
pieces of knowledge that I have. But to answer the question com-

letely I would think would require a survey of the practices followed
y other countries more specifically.
. The CHAIRMAN. Are there any further questions?

(None indicated.)
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STATEMENT OF RICHARD H. ANTHONY, EXECUTIVE SECRETARY,
THE AMERICAN TARIFF LEAGUE, INC.

Mr. ANTHONY. What we shall say about H. R. 4060 you will hear
over and over again, during these hearings, from witnesses represent-
ing American producer groups. This repetition cannot be helped
because there is just one major fault in the bill: it uses the avenue of
customs simplification to effect tariff reduction. If section 2 on valu-
ation were out of this bill you would not be hearing from any of
these groups or from the league.

Senator FLanpers. May I interrupt for a moment? I have looked
through this bill as printed and I do not find anything but section 2.
What is the rest of it? I do not see any section 3, 4, 5,6, or 7. I see
nothing but section 2.

Mr. AxtHONY. It certainly takes up the major part of the bill,
Senator. o

g:;nator Franpers. Can you point out in the bill where section 2
en

Mr. ANTHONY. If you have the same copy that I have, which is the
print that was referred to the Committee on Finance, section 2 ends on

10, line 24. Section 3 begins on the last line of that page.
ator FLaNDERS. I missed that section 3.

Then section 3, in general, beginning at line 25 on page 10 is not
under the same criticism that section 2 is?

Mr. AnTHONY. That’s right, Senator Flanders.

The tariffs that help American producers compete fairly with low
labor costs imports have been the target of one attack after another
this year. Many rates have been chopped away by the concessions
granted in the trade agreements recently negotiated in Geneva.

thers are subject to possible cutting under-the terms of H. R. 1
recently enacte«i. Congress has before it a bill to permit the United
States to participate in the Organization for Trade Cooperation and
thereby tie us to a strengthened General Agreement on Tariffs and
Trade which latter instrumentality Congress has never been, and
is not now being asked to approve. Yet GATT and, particularly,
OTC would force us into a never-ending series of tariff-cutting nego-
tiations.

Although these proposals total up to a major assault on our tariffs,
they are, at least, forthright, selective and tied to safeguards for the
American producer and werker. ‘

Under section 2 of H. R. 6040 an unknown number of ad valorem
and compound duties would be reduced in effectiveness to an unknown
degree, without prior safeguards, such as peril points, without notice
to the American producers of the items affected or an opportunity
for them to be heard on the proposed reductions, and without the
remedial safeguards, such as our escape-clause procedures provide.

Cuts under section 2 of H. R. 6040 could be more drastic than those
permitted under H. R, 1. The latter has a 15 percent limit, at § per-
cent a year, and with a termination of authority at the end of 3 years.
Under section 2 of H. R. 6040 cuts would not be subject to any limita-
tion in extent or time.

The Treasury Department’s customs survey of the effect of the
proFosed changes in section 2 is in itself an admission that duty cuts
will result, because the reductions in valuation shown in the survey
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are equivalent to reductions in ad valorem tariff rates. One sub-
category in the survey shows an average reduction in revenue of 15.39
percent, which is higher by 0.39 percent than the maximum cut of
15 percent permitted in H. R. 1.

f course, a subcategory reduction of '15.39 percent presupposes
reductions higher than that average figure for some individual 1tems
in the group. Hence, in that particular group, and in many others
in the survey, there could be reductions of 25 percent or more. That
statement, I believe, is too modest. It was written prior to the appear-
ance here of the Assistant Secretary of the Treasury who is reported
to have said that there may be cuts as high as 50 percent on some in-
dividual items.

Moreover, the Treasury Department survey does not tell the whole
story about the possible effect of section 2 in reducing rates. Under
the redefinitions of valuation terms new standards of appraisal would
grow up gradually, according to new administrative and judicial
rulings and interpretations. The extent of tariff reductions possible
under section 2 therefore cannot be ascertained by a current sampling
of importations. That determination will not be known until it is
discovered how foreign shippers and domestic importers take ad-
vantage of the new law and the implementing regulations and judicial
interpretations, and what kinds ofp appraisals are going to result.

Under the circumstances American producers and workers can only
assume that the worst will happen to them under H. R. 6040; that
duties on individual items might be cut 25 percent or more.

We believe Congress is always desirous of setting valuation stand-
ards for customs purposes that are reasonable and convenient to apply
from information available in the United States. No present form of
valuation is sacred forever and there is always room for improving
and simplifying the procedures.

But Congress is also insistent, as evident in H. R. 1, that duty-cut-
ting must be selective 'and surrounded by safeguards for the domestic
producer and worker. Wholesale tariff cutting without safeguards,
as proposed 1in section 2 of H. R. 6040, seems to us to run counter to
the usual intent of Congress.

Certainly there could be valuation procedures devised that would
be simpler than today’s, and that would not result in tariff reductions.
Until such desirable procedures are formulated it seems to the league
that it would be advisable for Congress to drop section 2 from the %?ll
and let the appraisal of duties continue as at present.

The fears of witnesses, expressed before the House hearings on
H. R. 6040, that the antidumping laws would be weakened by the pro-
visions of section 2, have not been dispelled by the addition of section
b to the bill, nor b{ the assurances of the Treasury that information on
foreign value would continue to be furnished to appraisers. The trend
of customs legislation has been to ease the burdens of the foreign
shipper, the domestic importer, and the United States customs officials.
We are fearful that some of this consideration may spill over into the
administration of the Antidumping Act and water down the enthusi-
asm for its enforcement. The administrators of the valuation pro-
cedull'es of the Tariff Act and the Antidumping Act are the same
people.

e believe Congress ought to realize fully that it is being asked to
enact H. R. 6040, not in answer to any clear domestic clamor for its
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passage, but as another step toward bringing United States laws and
practices into line with the principles of GATT.

GATT has just published a Comparative Study of Methods of
Valuation for Customs Purposes, which appears on 103-125 of
the third supplement to its Basic Instruments andp elected Docu-
ments. The member countries at GATT, including the United
States, answered a questionnaire as to their methods of valuation.
The results are tabulated and commented upon.

I think this study answers the question Senator Millikin asked of
the previous witness. I think the committee might very well want to
include in the record of the hearings this study which has appeared.
It shows in tabular form the five main bases of valuation and shows
that by far the larger number of countries use a landed price as the
basis of their appraisal for customs purposes.

The United gtates does not do so. The United States is in the mi-
nority of countries and uses internal price in the country of export
which is roughly what we call foreign value.

Also using that is Australia, Brazil, Canada, Cuba, Japan, New
Zealand, Rhodesia, Nyasaland, and the Union of South Africa.

Senator FLANDERs. May I ask a question at this point ¢

Now, from personal experience of most Americans with import
duties that experience is limited to the purchase of goods abroad to
bring back with them under the limitations for personal import. It is
simple to get the bills of prices actually paid abroad. It is also cus-
tomary to have a statement from the merchant as to what the whole-
sale price of those goods is, but how do you get a landed price? I do
not know whether there are the same difliculties, probably not; in large
importations for the individual a landed price would be a very difficult
thing to get. :

I:II(%W, o those same difficulties apply in any way to commercial
imports ?

"Mr. ANTHONY. On goods brought back by the individual it would
be difficult to determine what would be a landed price. It would be a
fictitious price. As a matter of fact, althou¥h you have a $500 maxi-
mum, that $500 may not be what you actually paid for the goods, but
1t would be what the appraiser thought was the foreign value of it.
The American equivalent would be much higher.

On a commercial transaction, the landed price would be the price
abroad plus the transportation, the commission, insurance, and what-
ever other charges might be on it. But, as I indicated in the study.
the United States does not use that price as such. We have one kind
of valuation called United States valuation where, in effect, the landed
price is taken, but then there is deducted from that certain items and
charges to try to bring it back to what it was before it left the country
of export. _

Senator MrLLIKIN. It is not clear to me. I am sorry to interrupt,
Senator Flanders. I do not see that picture. I do not get a clear
picture of your answer.

Mr. ANnTHONY. On United States value?

. Senator MiLiLiKIN. Yes. o

Mr. ANTHONY. As I understand United States value, and inci-
dentally there will be witnesses who are customs attorneys coming
later that can give you a better answer, I assure you, than I can;
but as I understand United States value, it takes the value of the
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goods as they arrive in this country with all of those charges in them.
Then it proceeds to deduct certain items, such as commission or the
duty and others, so as to create a price which is more like the foreign:
value or the export value in the country of origin or the country
of export.

Senator FLanpers. The majority of countries in this GATT ques-
tionnaire, however, take a landed value which does include all these
things.

M% ANTHONY. Which does include all those. There are some that
donot. Thereisa difference. They have a CIF value, usually, which
includes the cost, insurance, and the freight. That is the general use
in these countries that use landed price. .

Senator Franpers. I used to know what CIF means. I have for-
gotten. Will you tell me? _

Mr. ANTHONY. I believe that is cost, insurance, and freight added
to the value of the article.

Senator FLaNDERs. Just finally, is it your suggestion that we should
follow the rules of the majority of these people who replied to the
GATT questionnaire or would you be satistied to leave it as it is?

Mr. AnTHONY. We are satisfied to leave it as it is because it has
been in existence for many, many years and has had all these judicial
interpretations and rulings, so we know we are—we know where
we are, particularly when you consider that there are three variables
involvec{) : .

You have valuation.

You have your conversion of currency.

You have your ad valorem duties.

It is supposed that the underlying bases on which those duties are
applied should be standard and continuing, as far as it can be. The
minute that you change one of the underlying bases, then you change
the effective level of the tariff. So it would seem if you are going
to make any changes, there ought to be a compensatory change in the
rate itself.

Now, I think that it might be well worthwhile to make a study
along these lines to see whether there is not a better way of valuing
our 1mports for customs purposes, but I think it also should include
a consideration of what you are going to do with the effective level of
the rates that are going to be changed.

Senator FLanpers. To clear my mind on the question asked of your
predecessor, from what you have been saying that the present practice
of valuation which, on the whole, you would like to see left as is until
something better can be found, still results in lower price for valuation
than do most of the fellow members of GATT.

Mr. ANTHONY. Not necessarily, Senator. It would——

Senator Franpers. That is the landed price—if that is the way a
great many of them value their goods, would seem to be higher than
oui'{present practice.

r. ANTHONY. I would think in most instances it would. Undoubt-
edly, however, their rates are attuned to that particular valuation,
just the same as in the tax on real estate your tax is set according
to the valuation procedures you may have in your municipality.

Senator FLaNDERs. I can see that you cannot give any ‘quick or
easy answer to the question of whether we are being unfairly treated
In this matter,
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On looking at valuation alone, it would seem as though our asso-
ciates in GATT were charging imports from us on a higher basis of
valuation than we charge imports E'om them but as you say you have
to look at the rates and such.

Mr. AxTHONY. I think you do, Senator.

The CrARMAN. Did you suggest that be inserted in the record? Is
that a report from GATT?

Mr. AntHONY. That is a report from GATT and there is consider-
able tabular material at the end. Whether you can accommodate it
or not, I do not know. It runs about 25 pages.

The CHamrmMaN. When you get through, if you will leave a copy
we will try to condense it and put it in the recorg

Mr. AnTHONY. Very well, Mr. Chairman.

The CHARMAN. Mr. Benson, will you undertake to condense this
and put it in the record ?

Mr. BensoN. Yes, sir.

(The information referred to follows:)

COMPARATIVE STUDY OF METHODS OF VALUATIQN FOR CUSTOMS PURPOSES

Adopted on 2 March 1955 (G/88)

GENERAL

1. The Technical Working Party, appointed at the Ninth Session of the
CONTRACTING PARTIES has made in accordance with its terms of reference, a
technical and factual study of the replies submitted by governments to the ques-
tionnaire on valuation.! The Dominican Republic, Uruguay and Peru have not
furnished replies.

2. The particulars furnished by the various contracting parties regarding their
methods of valuation have been summarized in the attached schedule, but insofar
as the study has revealed any points of unusual character and of particular im-
portance, they are referred to specifically in the later sections of this report.
First, however, it may be useful to describe in general terms the main systems by
which values are established for the purpose of charging customs duties.

3. Valuation criteria. It emerges from the replies that three main criteria
are used :

(1) the price at which goods comparable with the exported goods are sold
in the internal markets of the exporting country (‘current domestic value”) ;

(2) the price at which the imported goods are sold from the exporting
country to the importing country (“transaction value”) ;

(3) the price at which goods comparable with the imported goods are sold
in the markets of the importing country (‘“import market value’).

While national legislation introduces various refinements of detail into the
definitions of value which are actually applied, these definitions are broadly
based on one or other of the above criteria.

4., Current domestic value. Countries adopting this criterion base their value
for duty purposes on the price at which goods comparable with those imported
are sold under fully competitive conditions on the domestic markets of the coun-
try from which the goods were exported. All countries except one require this
price to be declared by the exporter; arrangements are normally made for any
necessary verification of the price by officials of the importing country stationed
in the exporting country. No account is taken, for customs purposes, of export
sales at prices less than the current domestic value. Where, however, the price
at which the goods are sold to the importer is higher than the current domestic
value, most countries using this system usually require that the actual sale
price must be taken as the basis of value for duty purposes. Countries using this
system normally establish their values at an f. o. b. level, but some countries do
80 at a stage earlier, i. e, an internal market price without inclusion of charges
up to the £. o. b. point.

1L/228 and Addenda 1-10.
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5. Transaction value. A second large group of countries base their value for
duty purposes on the price at which the goods are sold to the country of impor-
tation, under fully competitive conditions. This can be looked at either from the
standpoint of the exporting country as the export price at which the goods
would be sold for exportation, or, alternatively, from the standpoint of the im-
porting country as the import price at which the goods would be purchased.
Except where the definition is subject to further qualifying conditions, the differ-
ence is often little more than a question of whether the sale price is to be taken
atan f.o0.b.orc.i. f. level.

6. An important group of countries in this category are the nine contracting
parties which have adopted the Brussels definition of value, which, briefly stated,
establishes a national standard of value, being the price which the goods would
fetch on sale in the open market in the country of importation at the time and
place of importation, and then sets out a number of considerations by which
to judge whether the actual sales price of the imported goods does or does not
correspond with the national standard of value.

7. The countries which adopt the transaction value as the basis for establish-
ing the value for duty purposes do, in practice, find that the invoice price at
which the goods are sold to the importer is usually acceptable as providing the
value on which duty is to be paid. They are, however, under the necessity of
establishing methods of valuation to be used when the price at which the goods
pass from the foreign exporter to the importer is not acceptable as the basis
on which to charge duty. In some cases this is done by inflating the invoice
price, in other cases by basing the value on the price at which the goods are
sold after importation, with various deductions.

8. Import market value. The study reveals a few countries have legislation
requiring duty to be based on the price (generally on the wholesale level) at
which goods comparable with the goods in question are currently sold in the
internal markets of the importing country. In such cases deductions are made
for duty. and for charges arising after importation. This basix is only applied
to a very small proportion of importations, and it is clear that import market
value is less significant as a valuation criterion than the two criteria previously
mentioned.

9. Differences in practice. It emerges from the detailed replies which have
been furnished that, apart from the nine countries which are operating a com-
mon definition of value under the Brussels Convention, there are numerous
differences in practice even between countries which are using the same criter-
ion for establishing value for customs purposes. Thus. countries which have
regard to the current domestic value in the country of exportation do not all
take the same time for establishing that value. some having regard to the time
of the export sale, others to the time the goods are shipped from the port of
exportation. Again, some countries establish the value at an f.o.b. level, others
at a point prior to the f.o.b. level and others at a subsequent point, equivalent
to c.i.f. Most of these countries require duty to be based on the actual export
price if it is higher than the current domestic value, but this is not invariably
the case (see Neciwe Zealand, page 112). In the countries which take as their
criterion the transaction value there is considerable variation as to the time
and place laid down for the purposes in the definition of value. In some coun-
tries it is the time and place of the export sale, in others the time and place
of exportation. and in others the time and place of importation. The level of
the price to be considered varies from ex-works to c.i.f.

10. Curreney conversion. The method of converting prices which are not ex-
pressed in the currency of importation varies in detail from country to country,
but in general it can be said that an official rate of exchange isx adopted.

11. Residual assessments. All countries have procedures for establishing an
acceptable value for duty purposes in cases where the commercial transaction is
such that no satisfactory evidence of value can be produced by the importers.
The method used varies according to the basis of valuation adopted and may
involve either a suitable adjustment of the invoice price. calculation of import
values by reference to the selling prices of the imported goods in the country
of importation or valuation by reference to comparable goodg. Establishment
of values on the basis of cost of production in the country of origin ix only rarely
resorted to.

POINTS ARISING OUT OF CONTRACTING PARTIES' REPLIES TO THE QUESTIONNAIRE

I. Do you harve any administrative or legal provisions which permit valua-
tion for customs purposes to be based on arbitrary or fictitious values, in the
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sense that such values are not related to the value of the imported merchandise
in question or of like imported merchandise? If 8o, give particulars of any such
provigions, of the class or nature of the importation to which they are applied,
and of the method by which the values used are determined.

Some countries have provisions giving very wide powers of decision in resi-
dual cases to a Minister (Australia, Canada), or a high official (Rhodesia and
Nyasaland). The delegations concerned said that in the rare cases where such
provisions are called into play, the Minister or the high official would endeavour
to establish a fair and reasonable value. The Canadian provision does not apply
to GATT countries.

In the United States there are some arbitrary elements in the statutory limi-
tations on certain deductions and additions which have to be made in comput-
ing United States value and cost of production when it is necessary to use either
of these methods for establishing the value for duty purposes. The United
States delegate stated that the application of the “United States value” and
the ‘‘cost of production” (Section 402) is probably not unprecedented in the
practice of other countries which inevitably have to use similar criteria if the
value cannot be determined in a normal way. The difference as compared with
other countries seemed to him to lie in the fact that other countries can use
administrative measures more flexibly whereas under the American system, the
administration has no right to act without precise legal provisions. However,
consideration has been given to changing these provisions of law to remove the
arbitrary elements.

2. Do you have any administrative or legal provisions which permit valua-
tion for customs purposes to be based on the values of comparable domestic
products? If 8o, give particulars of any such provisions, of the class or nature
of the importations to which they are applied, and of the mcthod by iwhich the
valueg used are determined.

The United States have a provision requiring the value of six classes of
products to be established on the basis of the price at which comparable goods
of United States origin are sold in the United States.

In theory, the Burmese definition of value would permit the market price of
domestic goods to be taken into consideration in fixing values, but it was stated
that in practice this did not happen.

In Cuba and Japan provision exists for duty to be based on the value of
products of domestic origin where no other means of establishing the value cau
be found, but this provision is rarely resorted to in practice.

3. Is valuation, apart from the cascs mentioned in I and 2, based on a defi-
nition of value which seeks to establish as a standard the actual value of the
imported merchandise on which duty is to be assessed or of like imported mer-
chandise? If so, indicate what provision is made for establishing this standard
and furnish a copy of the legal provision containing the definition.

All the countries included in the schedule have definitions of value which
seek to stablish as a standard the actual value of the imported merchandise or
like merchandise. The application of these definitions is brought out in the
replies to Questions 4, 5, 6, 7 and 8. .

The replies for Austria and Siweden relate to the current legislation, but it is
stated that these countries expect to put into force at a very early date the
Brussels Definition of Value.

As regards Brazil, it was stated that the Brazilian tariff contains only 16
items for which the rate of duty is ad valorem (out of 3,800 tariff items). How-
ever, Brazil is considering the adoption of an ad valorem tariff and also of the
Brussels Definition of Value.

In Japan, the normal basis for establishment of the value for duty purposes
is the invoice price plus charges up to the c. i. £. point, but where such evidence
is not available, the value is established at a c. i. f. level by reference to the
value of like goods recently imported, or if necessary by reference to the value
of like goods sold in the internal markets of the exporting country.

Attention was drawn to two exceptional features in the application of the
Canadian valuation system. One relates to goods of the kind which are liable
to fall sharply in price at the end of the season or marketing period. Where,
as a result of the advance of the season or marketing period, the market price
of such goods has declined to a level that does not reflect their normal price,
the value for duty may be tnken to be the average price, weighted as to quau-
tity, at which the like or similar goods were sold for home consumption in the
country of export during a reasonable period, not exceeding six months, im-
mediately preceding the date of shipment of the goods to Canada. For the pur-
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poses of the operation of this provision, exporters of such goods are required
to declare, additionally, the highest price at which such goods were sold under
comparable conditions during the preceding six months. The information so
furnished is not used as the basis for appraisal, but as a means of indicating
cases which may require investigation. The second relates to end of the day
sales of cut flowers. Canadian customs collectors are in a position to fix mini-
mum prices based on average market prices in the preceding season and duty
is charged on the basis of these fixed prices in any case where it exceeds the
actual selling price. lImporters may, however, request that the duty be adjusted
by reference to actual values and investigation is then made to determine the
fair market value on the day and in the place of exportation. Where the value
80 determined is lower than the fixed price an adjustment is made.

Some countries have in force systems of fixed import values to which ad
valorem rates of duty are applied. In France such values are applied to min-
eral oils. They are fixed by the fuel section of the Ministry of Commerce on
the basis of prices ruling during the previous three-month period. It is stated
that this system facilitates the assessment of internal taxes which are required
to be collected at the same time as the customs duties.

India and Pakistan also have a system of fixed values for a number of prod-
ucts for which it is considered simpler both for traders and customs authorities
not to assess the duty on the actual value. In the case of each product con-
cerned the value fixed is based on the average values of importations during
the preceding year, and the price is only fixed after consultation with the princi-
pal Chambers of Commerce. When fixed, the values normally remain in force
for one year.

In this connection attention was drawn to the following extract from the notes
in the Analytical Index of the General Agreement regarding the discussion of
fixed values at Havana,' and in reference to Article VII of GATT :

It was noted in the summary record that the system of tariff valuation in force
in India for ‘nonordinary products’ was in order insofar as the actual value could
not be readily ascertained under paragraph 3 (b) [GATT 2 (b) ], and that para-
graph 3 (¢) [GATT 2 (c¢)] met the problem of India in respect to those particular
products for which they found it necessary periodically to fix a value.”

This question was also discussed in the Working Party on Valuation at the
Eighth Session of the CONTRACTING PARTIES in October 1953. The discussion in
that Working Party showed that there was general agreement that the system
of fixed values as operated by India and Pakistan was not inconsistent with the
principles of paragraph 2 (c¢) of Article VII.

In Chilc an ad valorem duty is applied to only one tariff item, No. 954 (chemical
products not specified elsewhere), and the rate is applied to fixed values, different
values being fixed for different goods. These values are reviewed annually, and
enter into force one month after they have been officially published. If impor-
tant changes take place the values can be changed at any time. In this con-
nexion attention was drawn to the Interpretative Note 2 to Article 35 of the
Havana Charter.

3. (a) Do you base your valuation for duty on the value of (a) the merchan-
dise actually imported, or (b) like merchandise? If (b) do you use the price
at which the merchandise is generally sold or offered for sale tq the equivalent
class of trade, e. g. jobbers, wholesalers, retailers, etc? (Additional question
circulated on 24 November 1954.)

In general, the countries using landed value as a method of valuation determine
it by reference to the merchandise actually imported whereas the countries using
current domestic vaue or import market value have regard to the value of like
merchandise. In the latter case regard is usually had to the class of trade
involved.

The discussions indicated that the principal aspects in the valuation system of
the United States which have been objected to by exporters in other countries
are the application of the provisions in Section 402 of the Tariff Act for the deter-
mination of “foreign value’” on the basis of merchandise “freely offered for sale”
and in “the usual wholesale quantities”. Under judicial interpretations of these
terms, if the goods are freely offered to all purchasers, but at different prices
depending on the class of purchaser, then the highest price would have to be
taken since that would be the only price at which anyone could buy. Also, the
“usual wholesale quantity” is determined by the quantity most frequently sold.
It will be seen that in these circumstances, the dutiable value could be based on

1 Analytical Index, p. 23.
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sales to retailers rather than sales to wholesalers, since the price to the retailers:
may be the price at which the goods are available to all purchasers, and the
quantity most frequently sold is sold to retailers. The United States delegate
drew attention to the fact that valuation methods in his country have been under
continuing study in recent years with a view to improving them wherever pos-
sli]ble, and consideration of the foregoing features has been an important part of
that study. '

4. What is the time which 48 accepted in your legislation as the time of sale,
or offer for sale, for valuation purposes? '

5. What is the place accepted in your legislation as the place of sale, or offer
for sale, for valuation purposes?

The time and the place of valuation vary according to the basis of valuation
used. Where the current domestic value is the basis, the time and place of
valuation are usually either the time and place of the export sale, or else the.
time and place of exportation. Where transaction value is the basis of valuation,
the time and place of valuation may be either the time and place of importation.
or the time and place of the sale for exportation. Where the import market value.
is the basis, the time is usually the time of importation.

It will be noted from the replies that there are a number of minor differences
in these respects, even between countries using the same main criterion. As
regards place of valuation, the different definitions of value itn force result in
duty being charged as between one country and any other, on the basis of various
price levels, e. g., ex-works, f. 0. b,, c. i. ., c. i. . plus landing charges and value in
bonded warehouse. Time of valuation varies similarly in the various definitions
but in practice, for the large proportion of shipments for which the invoice price is
acceptable as the basis for charge of duty, that price is often accepted without
particular regard to the date at which the sale was actually made, although some.
countries impnse the further condition that the interval between the sale and the
importation should not be too great and that there shall not have been any signifi-.
cant fluctuation in price in the interval.

Basis for wvaluation

Internal price in Import market
country of export Export price Landed price price Fixed values

f
Australia ' Australla
Austria
Belgium
Belgian Congo
Brazil Brazil

Burma Burma*
Canada Canada
Ceylon Ceylon®
Chile*
Cuba Cuba
Czechoslovakia
Denmark
Finland
France France®
- Germany '
Greece
Halti
India India* India*
Indonesia
}t.aly
Japan apan
P Luxembur
Netherlands

New Guinea

Neth. Antilles

New Zealand
Nicaragua i

Norway
Pakistan Pakistan® Pakistan*
Rhodesia and Rhodesia and

N yuasaland Nyasaland
yas Surinam

Sweden
Turkey

Un. S. Africa Un. S. Africa
United Kingdom

United States United States

*For certain items only.
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6. State whether, and to what extent, valuations are basecd on—

(a) the internal price of the goods in the market of the exporting country;
(b) the caoport price in the exporting country; or
(c) the landed price in the importing country.

On the information furnished in reply to this question, countries can be classi-
fied in the five headings shown in the table on the preceding page. It has been
thought more informative to include under the landed price heading all the
countries which base their value for duty at a c.i.f. level irrespective of whether
their definition takes as a standard the value in the country of importation or
the export value plus charges to the c.i.f. point.

Valuation by reference to products of domestic origin in Cuba, Japan and the
United States is referred to on page 107.

In France, pharmaceutical products put up for retail sale are valued on the
basis of the retail selling price, and in Beclgium, the Netherlands and Luzemburg
they are valued on the basis of the retail selling price less 15 per cent.

In New Zealand, where the value is established on the current domestic value
in the country of exportation, this value is in all cases increased by 10 percent
in order to arrive at the value for duty purposes. This increase represents a tlat
rate addition for freight and insurance.

7. Where the price depends upon quantity, is the price used for valuation uni-
Jormly that which relates to quantitics comparablc to the quantity to be valued?
If not, please state what quantity basis is uscd.

In most cases valuation is determined by reference to the price for a quantity
of goods comparable to the quantity which is actually imported. The excep-
tions are Cuba, Japan, Nicaragua, Rhodesia and Nyasaland, the Union of South
Africa and the United States, which require values to be established by refer-
ence to the usual wholesale quantities in the principal markets of the country of
exportation. In the case of the United States, the price used for establishing the
value for customs purposes is based on the price at which the greatest number
of sales are made, and not the price at which there is the greatest volume of
trade.

8. To what cxtent, and subject to what conditions, i8¢ the price at which the
merchandise has becn sold or is offered for sale (i. c.. the invoice ralue) accepted
us thc basis for valuation? Where tnvoice value is not so accepted as a basis
(because for example, the transaction docs not take place under fully competitive
conditions):

(a) Do you use, uniformly or as appropriate (state which), any of the folloir-
thy bascs—

the invoice price subject to corrections,

the sales price of the imported product on the importing market, adjusted
to take account of cepenscs and profits incurred after importation,

the cost of production of the imported product?

(b) If not, how do you assess the values? (QGive particulars of any such
methods.)

The invoice price at which the goods pass to the importer is, in practice, the
value on which duty is paid in the majority of cases, both in the case of coun-
tries whose definition is framed in terms of the current domestic value in the
country of exportation and also the countries whose definition is framed in terms
of the export or landed value. Where, however, the invoice price is not accept-
able, most of the former have regard to the current domestic value of comparable
goods, while the latter usually establish the value either by inflating the invoice
price or making suitable deductions from the importer’s resale price. The cost
of production is only rarely resorted to as a means of establishing the value for
duty purposes.

9. If your adminigtrativc or legal regulations provide for the use of alterna-
tive methods of raluation, state to what extent the customs officer or appraiser is
free to choose between such alternatives, or i8 obliged to adopt that which gives
the higher value, or is obliged to make use of them in accordance with prescribed
rules.

No country has reported that its customs officers have freedom of choice between
different methods of valuation. While some countries have two alternative
standards in force, it is stated that customs officers are obliged to proceed to
apply these alternatives as directed by the law, usually the highest value; they
have no freedom of choice in the matter.

In the case of the United States, while it is true that the customs officials have
no choice as to the methods of valuation which have to be applied (which must

64934—55——8
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be applied in accordance with the law), the point was brought out that the ex-
porter and importer do not know in advance what basis will ultimately be applied.
The exporter and importer are only required to state the transaction price; it is
the appraiser who determines the alternative values which may in fact prove
to be the basis on which duty is charged.

10. Do you ezclude from the value of imported goods the amount of internal
tazes from which the imported product has been exempted in the exporting
couniry?

Do you limit this exclusion to specificd taxes (such as purchase tae, etc.), or
do you grant it to any internal tax or charge from which evemption has in fact
been granted by the exporting country?

In almost all cases the value for duty purposes excludes the amount of internal
taxes in the exporting country from which the exported product has been re-
lieved.

In the Federal Republic of Germany while it is acceptable that the value for
duty purposes should not include the amount of any internal tax from which
relief has been given in the country of exportation, it is stated that steps may
be taken soon to draw a line between direct taxes (including social charges) and
indirect taxes, and the deduction of amounts of direct taxes may no longer be
allowed.

In the United States a foreign internal tax not applicable to exports is, in some
instances, included in the appraised value of the imported merchandise.

11. What is the system adopted by your Adminigtration for the conversion of
foreign currencies for valuation purposes?

Do you apply the official rate of exchange based on the par value recognized by
the International Monetary Fund, or market rates?

IT your currency has no par value recognized by the Fund, or if various rates
are applied in your country for the purchase of foreign exchange, what rate do
you apply for valuation purposes?

If the product is coming from a country applying multiple rates of exchange,
do you alicays aply the official rate of exchange of that country as a basis for
valuation, or do you apply different rates in certain cases, or do you apply other
corrections?

Nearly all countries apply the official rates or market rates (which include par
values where such values have been recognized by the International Monetary
Fund).

Very few countries appear to have special provision for goods coming from
countries applvmg multiple rates of etchange In general, the official rate or
the effective rate is adopted.

The delegate of Indonesia explained that in order to be able to acquire foreign
exchange to pay for imported goods, the importer has to pay a charge ranging
from nil to 200 percent of the amount of the foreign exchange. The amount of
this charge has to be included in the value for duty purposes since it falls within
the cost at which the importer can obtain the gnods ‘“in entrepot”, all charges
other than customs duty having been paid. The Indonesian delegate agreed
that the exchange charge was in the nature of a multiple currency practice and
stated that it had as such been reported to the International Monetary Fund.
The Technical Group considers it desirable to draw attention to the considerable
effect of the charge on the amount of duty payable.

12. What charges on imports, other than ordinary custom duties, arc assessed
on the ralue of imported goods? Do you apply the same mcthod of valuation
for the lery of such charges as for the levy of customs duties?

If %0, in which cascs? If not, what method docs your Administration apply?

Do you apply the game methodsz of valuation in the case of internal tares or
equivalent charges levied on imported goods?

In some countries there are no ad valorem charges, other than ordinary cus-
toms duties, which are applied to imported goods. In others, there is a variety
of charges ranging from small statistical taxes to various excise duties and in-
ternal taxes. In general, where the charge is a tax countervailing the charge
made on similar goods produced domestically, the charge is based on the duty
paid import value (sometimes with an addition to raise it to a higher market
level) but other import charges are usually based on the import value exclusive
of duty.

13. Has your erport trade met with scrious difficulties resulting from methodr
or practices adopted by othcr contracting parties for determining the value of
imported products?
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Several contracting parties drew attention to difficulties met by their exporters,
particularly in some countries basing the value for duty purposes on the current
domestic value in the country of exportation.

Senator MrLLikIN. Mr. Chairman, a little while ago you intimated
there ought to be some compensatory change if there is a reduction of
tariff. \%’hat is your thinking on that? .

Mr. ANTHONY. As I said earlier, in answer to Senator Flanders,
we assume that when the basic Tariff Act of 1930 was enacted, the
rates therein were supposed to be on these bases of valuation which
even then had had considerable judicial interpretation, and that, as far
as possible, those bases of valuation would continue, plus the method
of conversion of currency.

Of course, there was f{exibility in that bill, and later on the Con-
gress enacted the Trade Agreements Act, which provided for variation
in the rates but not a variation in the valuation, so that any domestic
producer, or any importer, for that matter, need only look at the rate
to know where he stands.

If you change the basis of valuation, he not only has the rate but
the valuation to try to figure out where he stands; and we feel that
from the level of protection for the domestic producer he ought to be
left in the same position he was before, if you are changing valuation
bases, and have the same effective level of tariff protection that he had
before. so that if they are going to change the rates you do it in a
forthright manner: hear hila and set the peril points, and have any
of those changes subject to the escape-clause procedure.

The CuamraaN. Proceed, sir.

Mr. ANTHONY. In this questionnaire which GATT member coun-
tries answered, the first question asked was:

Do you have any administrative or legal provisions which permit
valuation for customs purposes to be based on arbitrary or fictitious
values, in the sense that such values are not related to the value of the
imported merchandise in question or of like imported merchandise?
. nhe- United States reply is summarized by the GATT study as

ollows:

In the United States there are some arbitrary elements in the statu-
tory limitations on certain deductions and additions which have to be
made in computing United States value and cost of production when
1t 1s necessary to use either of these methods for establishing the value
for duty purposes. The United States delegate stated that the appli-
cation ofp the “United States value” and the “cost of production,”
section 402, is probably not unprecedented in the practice of other
countries which inevitably have to use similar criteria if the value
cannot be determined in a normal way. The difference as compared
with other countries seemed to him to lie in the fact that other coun-
tries can use administrative measures more flexibly, whereas under the
American system the administration has no right to act without precise
legal provisions. However, consideration has been given to changing
these provisions of law to remove the arbitrary elements.

Under section 2 of H. R. 6040, United States value is redefined and
constructed value substituted for cost of production to accomplish
the changes referred to, and thus to bring our law more nearly in line
with the provisions of GATT article VII, 2 (a), which states:

The value for customs purposes of imported merchandise should be
based on the actual value of the imported merchandise on which duty
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is assessed, or of like merchandise, and should not be based on the
va{ue of merchandise or natural origin or on arbitrary or fictitious
values.

Question No. 3 in the GATT study asks, in part:

Do you base your valuation for duty on the value of (a) the
merchandise actually imported, or (5) like merchandise? If (b) do
you use the price at which the merchandise is generally sold or offered
for sale to the equivalent class of trade, e. g., jobbers, wholesalers,
retailers, etc.?

The United States position is summarized in the study as follows:

The discussions indicated that the principal aspects in the valuation
system of the United States which have been objected to by exporters
In other countries are the application of the provisions in section 402
of the Tariff Act for the determination of “foreign value” on the basis
of merchandise “freely offered for sale” and in “the usual wholesale
quantities.” Under judicial interpretations of these terms, if the
goods are freely offered to all purchasers, but at different prices de-
pending on the class of purchaser, then the highest price would have
to be taken since that would be the only price at which anyone could
buy. Also, the “usual wholesale quantity” is determined by the quan-
tity most frequently sold.

It will be seen that in these circumstances, the dutiable value could
be based on sales to retailers rather than sales to wholesalers, since
the price to the retailers may be the price at which goods are available
to all purchasers, and the quantity most frequently sold is sold to
retailers. The United States delegate drew attention to the fact that
valuation methods in his country have been under continuing study in
recent years with a view to improving them wherever possible, and con-
sideration of the foregoing features has been an important part of

that study. _
By the new terms in section 2 (f) “Definitions” of H. R. 6040, our

laws would be changed to meet these objections of foreign exporters
to the United States, and our laws presumably would then conform
more closely to the principles laid down in GATT article VII, 2 (b),
as follows:

“Actual value” should be the price at which, at a time and place de-
termined by the legislation of the country of importation, such or like
merchandise is sold or offered for sale in the ordinary course of trade
under fully competitive conditions. To the extent to which the price
of such or like merchandise is governed by the quantity in a particular
transaction, the price to be considered should uniformly be related
to either (i) comparable quantities, or (ii) quantities not less favor-
able to importers than those in which the greater volume of the mer-
chandise is sold in the trade between the countries of exportation and
importation.

Suestion No. 10 in the GATT study asks:

10. Do you exclude from the value of imported goods the amount of
internal taxes from which the imported product has been exempted
in the exporting country? Do you limit this exclusion to specified
taxes (such as purchase tax, etc.), or do you grant it to any internal
tax or charge from which exemption has in fact been granted by the

exporting country?
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The United States position is summarized in the study as follows:

In the United States a foreign internal tax not applicable to exports
is, in some instances, included in the appraised value of the imported
merchandise.

In section 2 (d) of H. R. 6040, eonstructed value is defined so that
the cost of materials shall be—
exclusive of any internal tax applicable in the country of exportation directly
to such materials or their disposition, but remitted or refunded upon the exporta-
tion of the article in the production of which such materials are used * * *.

Thus our laws would be changed to match the principles found
in GATT article VII, 3, as follows:

The value for customs purposes of any imported product should
not include the amount of any internal tax, applicable within the
country of origin or export, from which the imported product has
been exempted or has been or will be relieved by means of refund.

The changes proposed in H. R. 6040 and related to the GATT
questionnaire, are obviously motivated by the desire of the executive
branch to bring our laws into line with GATT and thus push us
toward the point where GATT can be proclaimed definitively despite
the fact that Congress has never passed upon its provisions and still
is being accorded no opportunity to do so.

For all the foregoing reasons and considerations, the American
Tariff League respectfully urges your committee to recommend the
deletion of section 2 from H. R. 6040.

The CaammaN. Thank vou, Mr. Anthony.

Are there any questions?

Mr. AnxtHONY. Thank you, sir.

The CHAIRMAN. The next witness is Mr. John G. Lerch. Come
forward, please, sir, and identify yourself for the record.

STATEMENT OF JOHN G. LERCH, ATTORNEY, REPRESENTING
VARIOUS TRADE ASSOCIATIONS

Mr. LErcH. My name is John G. Lerch of the firm of Lamb & Lerch,
25 Broadway, New York City. I am an attorney specializing in the
practice of customs law and I represent here the individual members
of the nine following trade associations:

American Manufacturers of Thermostatic Containers

The Candle Manufacturers Association

Collapsible Tube Manufacturers Association

The Industrial Wire Cloth Institute

The National Building Granite Quarries Association

The Rubber Footwear Division of the Rubber Manufacturers Association
The Toy Manufacturers of the United States of America, Inc.

The Twisted Jute I'acking and Oakum Institute

United States Potters Association

On behalf of the United States manufacturing concerns whom I
represent here, and on my own behalf personally, I am opposed to
enactment of H. R. 6040.

I have appeared in each of the Houses of Congress in opposition to
so-called simplification bills where changes in the existing value pro-
visions of the law have been attempted. That is my position with
respect to H. R. 6040,
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The definitions of value, as they appear in section 402 of the Tariff
Act of 1930 and its predecessor, the Tariff Act of 1922, have been the
subject of innumerable departmental rulings and years of judicial
interpretation. In effect, each describes a set of facts which, if exist-
ent, were mandatory upon the appraising official, without offsets, al-
lowances or other modifications. - )

As T have said, the courts have construed them. Every Government
official, importer and domestic interest, understands them, or can read-
ily ascertain their meaning. Every change in legislation carries with
il the legal presumption that Congress intends a different construc-
tion to be placed upon the new language, regardless of how closely it
Iﬁ?y resemble the old, since the court will not impute to Congress an
idle act.

Congress has never, since the original enactment in 1922, attempted
to define “such or similar merchandise,” “freely offered for sale,” “in
the usual wholesale quantities,” and “in the ordinary course of trade.™

H. R. 6040 attempts to define these terms, but in doing so it goes
far afield from the interpretation which has been given them by our
eustoms court.

In many respects the definitions in 6040 are entirely different, and
in some instances, vest in the appraiser discretionary powers in apply-
ing them. We have grave doubt, following the decisions of the United
States Supreme Court, whether the customs courts, or any other Fed-
eral court, would have jurisdiction to review an action which resulted
from the exercise of a discretionary power, which Congress has placed
in a Government official or agency, such as here.

While I hold no brief for foreign value as a basis for dutiable value,
because of the ease with which it may be rigged, and the difficulty of
its ascertainment, nevertheless, it has been in our law for almost half
a century, and a large percentage of imports are now appraised on
that basis. Since existing law requires that foreign value or export
value, whichever is higher, shall be taken, it is obvious that the
elimination of foreign value as a basis will result in a reduction of
duty in all instances wherein it is now used. This, because it would
not have been selected if it were not higher than the export value,
which is the initial basis under the proposed law.

In one of the customs simplification bills, recently enacted, addi-
tional duties, resulting from a failure to declare on entry the correct
value for imported merchandise, were abolished. In these bills, as in
the present bill, other existing safeguards to the proper application
of our customs laws were softened or eliminated. .Although without
legislative sanction, our Government is subscribing to the conditions
erected by GATT and the Organization for Trade Cooperation. Some
of the provisions of this bill lead one to the suspicion that its motive
is to enact into law some of the practices outlined in GATT. There
is also pending in Congress, and apparently endorsed by the admin-
istration, a bill for our adoption and memgership in an administra-
tive organization known as Organization for Trade Cooperation, which
some of us believe would effectively reenact the International Trade
Organization, which was overwhelmingly defeated by Congress a few
years ago.

On reflection, one can hardly escape the conclusion that this prac-
tice, viewed as a whole, is gravitating toward a place where imported
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merchandise will be appraised on the basis of the price paid by the
importer. This would, indeed, be *‘simple.”

ome of our Government officials, appearing before the House Ways
and Means Committee, attempted to show that section 2 of this bill
would not result in any material decrease in the amount of duty col-
lected, or the amount of protection afforded. In the very presentation
of this argument, the same officials had to admit that some decrease
would result. Our industries do not so much fear the obvious decrease
in the protection afforded by existing law as we do the hidden reduc-
tions, tie discretionary powers accorded Government officials, and the
removal of the safeguards that have grown up over a half century of
legislation, prompted through trial and error.

In the report of the Committee on Ways and Means of the House
of Representatives on this bill, it is stated that the definition of United
States value should be amended to include only imported merchan-
dise. The committee states:

The committee finds this amendment unnecessary, since the definition of such
or similar merchandise has reference only to imported merchandise.

The definition, as it appears in section (f) (4). in its subparagraphs
(A), (B), and (C), by express language relates to merchandise *pro-
duced in the same country,” whereas subparagraph (D) provides for
“merchandise which satisfies all the requirements of subdivision (C),
except that it was produced by another person.” It is significant that
the words “In the same country” were not included in (D). The omis-
sion therefrom gives rise to the question of whether or not the af)-
praiser, in determining United States value, under the proposed defi-
nition, might not consider merchandise imported from another coun-
try, or even merchandise manufactured in the United States.

In the groposed setup, foreign value finds no place, allegedly be-
cause of the great difficulty experienced by our customs officials 1n its
application. Most imported merchandise, particularly the staple lines,
1s sold in the country of origin for home consumption. Price lists,
advertisements, and the like are readily availlable to our American
consuls and Treasury agents. One of the attributes of the proposed
export value is “usual wholesale quantity.” and by this law it 1s de-
fined roughly as the price at which the greatest quantity is sold for
export. My question is how the appraiser is going to ascertain this
fact without access to the books of the foreign exporter. The Anti-
dumping law has been held out by our Government officials as a safe-
guard against abuse of the proposed system of valuation. Its appli-
cation is dependent upon tﬁe ascertainment of foreign value. The
constructed value, as defined in the proposed law, is built up on the
cost of materials, fabrication or other processing of any kind em-
p}oyed in producing such or similar merchandise, plus an addition
0 —
an amount for general expenses and profit equal to that recently reflected in
sales of merchandise of the same general class or kind as the merchandise under-
fiooixrlxg‘ayr:‘raisement, which are made by producers in the country of exporta-

All of the illustrations I have just given depend for one or more of
their facts on a foreign investigation in order that they may be accu-
rately administered. Few of them can be accuratefv ascertained,
and some of them can never be obtained except through an inspec-
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tion of foreign books. My experience has shown that foreign pro-
ducers do not invite such inspection, and very few will submit to it.

When one considers that a long term of years must elapse before the
new language of this act could be judicially interpreted, and the scope
of the new jurisdiction defined, if, as it 1s claimed, it 1s justiciable,
it 1s inconceivable, in the light of the outline T have drawn here, that
anyone can honestly say that this is a customs simplification act.

The CHairyaN. Thank you very much, sir. I submit for the record
a copy of a telegram received from Mr. Lester B. Platt expressing
further views in behalf of Collapsible Tube Manufacturers’ Asso-
ciation, Candle Manufacturers’ Association, and Twisted Jute Pack-
ing and Oakum Institute.

Juny 1, 1955.
(CHAIRMAN, SENATE FINANCE COMMITTEE,
Washington, D. C.:

We strongly protest the enactment of H. R. 6040 particularly section 2 which
Treasury survey shows resulting tariff reductions by classes up to 15 percent.
Some items will go to 25 percent tariff reduction. Bill has no safeguards such
as escape clause, peril point, or appeal. KEarlier this year the President re-
quested an extension of his authority to negotiate reductions on a gradual,
selective, and reciprocal basis. Section 2 reduces abruptly, generally, without
negotiation and gets nothing in return on a reciprocal basis. Congress complied
with this Presidential request in H. R. 1. Will it now throw out gradual, se-
- lective, negotiated, and reciprocal tariff reductions bhecause the President has
evidently changed his mind?

Respectfully yours,
LESTER B. PLATT,

Collapsible Tube Manufacturers Association.

LesTER B. PrATT, Secretary,
Candle Manufactures Association.

LesTER B. PLATT, President,
Twisted Jute Packing and Oakum Institute.

LEsTER B. PLATT, Secretary.

The Cramman. The next witness is J. Bradley Colburn, appearing
for the Association of the Customs Bar. Please come forward, sir,
and identify yourself for the record.

STATEMENT OF J. BRADLEY COLBURN, REPRESENTING THE
ASSOCIATION OF THE CUSTOMS BAR

Mr. CoLBurN. Mr. Chairman, my name is J. Bradley Colburn. I
appear before the committee representing the Association of the
Customs Bar which, as its name implies, is an organization of lawyers
specializing in the practice of customs law before the courts and
administrative departments of the Government.

I appeared before the Committee on Ways and Means in connection
with this proposed measure and submitted a full statement which is
in the record and I will therefore attempt this morning to confine
myself to implementing and stressing two points there made.

They are, first, that under this proposed measure, we feel there 1s
serious doubt whether the existing full and complete judicial review
accorded in all questions relating to customs matters may be impaired
or affected.

Secondly, we feel that the present law and this proposal are markedly
defective in the failure to provide expressly that the appraising officer
shall disclose in connection with his finding of value the basis of
determination of that value.
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In connection with judicial review, the bill at the outset omits section
402 (b) of the present Jaw which is a provision giving express right of
judicial review to all interested parties over actions of the appraiser
in determining one or the other of the alternative bases of value.

Of course, it is a basic principle that Congress is deemed to act
advisedly when it legislates and to have some intention in mind when it
changes or omits language. We feel that the very omission of this

rovision, therefore, may raise questions as to whether it may have

een the intention of the Congress to impair or diminish judicial
review.

The Treasury Department has denied that is the purpose of this
proposal. The report of the Committee on Ways and Means contains
a statement to the same effect. I would be very happy to accept that
statement and give it full faith and credit. .

I feel impelled, however, to state again that the bar feels the
question exists and may rise to (i)lague us in the future. We feel no
possible doubt should be allowed to remain on that score.

Reference has been made——

Senator MrLLikIN. Do you have a specific amendment to cover
the point ?

r. CoLBUrN. I would restore section 402 (b) of the present law.

Senator MiLLIKIN. Have you the language to go in it?

Mr. CoLrurN. May I submit that?

Senator MiLLixiN. If you please.

(The information referred to follows:)

It is requested that the following amendments be adopted :

1. To restore specific judicial review as provided in section 402 (b) of the
present law, the Tariff Act of 1930, by adding a new provision immediately
following line 23 on page 5 to read as follows:

“A decision of the appraiser that export value, United States value, construc-
tive value, or American selling price cannot be saisfactorily ascertained shall
be subject to review in reappraisement proceedings under section 501.”

2. To require appraising officers to disclose the basis of appraisement by
adding a new provision following line 24 on page 10 to read:

“No appraisement made hereunder shall be complete unless there be included

_therein a reference to the specific provision of this section upon which the
appraisement is based.”

Mr. CoLBUrN. Reference has been made to the suggested definitions
of terms used which occur in these alternative bases of value, such
as “wholesale quantities,” “freely offered.” and “such or similar” and
“ordinary course of trmie,” all terms which are basic to a determina-
tion of these bases of value.

For the first time this bill would attempt to give statutory meaning
to those terms. And in doing so, they use rather broad terms.

For example, in the definition of the term “freely sold or offered
for sale,” it 1s provided that sales to selected purchasers may be used
g;'ov,i’ded such sales “fairly reflect the market value of the merchan-

ise.

Then again it is provided that restrictions on the sale of the mer-
chandise which do not “substantially affect the value of the merchan-
dise to usual purchasers at wholesale,” will not prevent an article to
be considered from being freely sold.

Those are very broad terms. They seem to vest quite wide powers
in administrative officers. We do not believe it is the policy of the
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Congress to: permit or to give irreviewable delegated powers to ad-
ministrative officers, particularly in this field.

We want to be sure that in connection with the determination of
values, that we will continue to.give to both importers and domestic
manufacturers alike a full and complete right of review.

The second point to which I wish to address myself is the lack of
a requirement for disclosure of the basis of appraisement. That re-
quirement was in the customs regulations at one time under present
law. It was in the customs regulations of 1937, article 776 (e).

It was dropped out in a later customs regulation about 1943 for
undisclosed reasons. Since that time, in fixing value of imported
merchandise, it has not been the practice of appraisers generally to
disclose the basis. That becomes particularly important by reason
of the fact that.the law provides in another place, in section 501 of the
Tariff Act, that the value found by the appraiser shall be presumed
to be the value of the merchandise and the burden shall rest upon the
party who challenges its correctness to prove otherwise.

Now, that i1s a pretty difficult burden. There is a provision that
gives a statutory presumption of correctness to the actions of apprais-
ing officers. It seems to us quite odd that in the light of that pro-
vision, and the general precedents with reference to taxing statutes,

. that the Treasury Department and the customs officers generally refuse
to disclose to an importer the base on which the duty is being assessed.
It makes it exceedgl)ngly difficult, frequently, to obtain an adequate
review.

Now, what have the courts said in this connection ?

I would like to refer, if I may, briefly, to two cases wherein this ques-
tion has been discussed. One case is that of .Joseph Fischer v. the
United States, which is reported as Reappraisement Decision 6950
of March 1947 involving the appraisement of imported hides. There,
without going into the issues and everything involved, which I don't
think 1s particularly relevant here, I will extract, if I may, the state-
ment of the court with reference to this matter of disclosure of the
basis of appraisement.

The court said in part, and I quote:

In subsection 402 (c¢), (d), (e), (f), and (g)—
that is of existing law, of course—

we find congressional definitions of the respective values which the Congress has
set up as the basis for all appraisements of imported merchandise. If the ap-
praiser of merchandise is to be relieved of the duty of finding and also indi-
cating the basis of his appraisement, that is, foreign value, export value, United
States value, cost of production or American selling price, then the act of Con-
gress in enacting this basis of appraisement would appear to be almost an idle
gesture; and unless the appraiser indicates in some manner on some of the
official papers the basis of his appraisement, no one will ever know whether or
not he has found one of the statutory values required by section 402 or if so,
which one.

I skip down and the court further said:

By section 402 (b) the Congress has given an importer a specific right of action
against the Government to file an appeal against a decision of the appraiser that
foreign value, export value, or United States value, cannot be satisfactorily ascer-
tained. In order for an importer to take advantage of thix specific right of action
against the Government, the importer must be advised in some manner of the
statutory basis of the value of the merchandise found by the appraiser.
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Then the court quoted from a prior case in Reappraisement Decision
5881, wherein the court said in part:

Considering the small amount of labor required to place upon the official
papers the proper letters indicating the basis of appraisement, after the same has
already been determined by the appraising officer, in comparison with the benefits
which would flow therefrom, there would appear to be little, if any, excuse for
not furnishing this information, even in the absence of a statute requiring it.

The Court of Customs and Patent Appeals has made similar refer-
ence to this matter of determining the basis of appraisement, and I
would refer to one case in that connection, which is the case of (or-
rigan v. United States, reported as C. A. D. 514, decided January 1953,
wherein the court of appeals by Chief Judge Garrett said in part:

The appraiser at Laredo did not note upon the official papers the statutory
basis which he applied in his finding of value, nor is it otherwise disclosed in the
record. So the courts are left in the dark as to the statutory provision on which
his valuation was based. From our experience in this fleld of controversy we
may say that we often would find it helpful to know what basis the appraiser
adopts, and we know of no sound reason for keeping it secret, but we recognize
the fact that there is no mandatory requirement that his reasons be made public.
The actions of appraisers in this regard doubtless are usually dictated, when
difficulties arise, by higher officials of the Customs Bureau, but technically and
for the purposes of procedure, the appraisal always is treated as the act of the
appraiser whose official status is deflned in section 401 (j) of the Tariff Act of
1930, and whose duties are prescribed in sections 499, 500, 503, 504, and 509
of the act.

The court quoted in part from the lower court, the appellate division
of the Customs Court, to this effect:

Simply because the Government has seen fit to accept and follow a policy of
secrecy as to the basis of the value found and adopted by an appraiser, without
attendant notation by him on the official papers, does not mean that such tactics
should go on forever. Value, as defined in the Tariff Act, is the very essence of
the issue in litigation of this character. It is incumbent upon a plaintiff in an
action like this to assert and prove a value different from that found by the
appraiser, and yet the Government contends that the basis for the latter cannot
be divulged if not noted on the official papers, because to do so would violate some
supposedly between-the-lines intendement in the statute. It is inconceivable
that such an essential should not and cannot be obtained.

That ends the quotation from the court.

Now, with reference to this matter, the report of the Committee on
Ways and Means contains this statement at page 7:

The committee also considered a proposed amendment which would have re-
quired the appraiser to state the basis of his appraisement. The committee
concluded that such a requirement would be an unnecessary delaying factor in

the majority of appraisement cases and that there were other means of obtain-
ing information needed in connection with appraisements in litigation.

I dispute, Mr. Chairman, the fact that there would be an unneces-
sary delaying factor and I believe the references from the courts
which T read establish and support that. I am completely at a loss
to understand what the committee may have in mind when it says
there are other means of obtaining this information. I know of no
other satisfactory means of obtaining it.

And in any event. I respectfully suggest that a matter so impor-
tant, which lies at the very threshhold of the determination of value
for assessment of a tax, of a duty, should be disclosed and made known
to all interested parties.

Thank you, Mr. Chairman.

The CHaRMAN. Thank you very much, sir.
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Are there any questions?
Thank you, sir.

__The next witness is Robert E. Canfield, Please come forward and
identify yourself for the record.

STATEMENT OF ROBERT E. CANFIELD, AMERICAN PAPER & PULP
ASSOCIATION

Mr. CaxrieLp. Mr. Chairman, I have no formal, prepared state-
ment. I have a lot of notes, but I think I can keep it within a reason-
able length of time.

My name is Robert E. Canfield. My address is 122 East 42d Street,
New York. I am appearing for the American Paper & Pulp Asso-
ciation of the same address.

In tariff matters, that association represents the entire paper in-
dustry which is the fifth largest industry in the country; and the in-
dustry most experienced in foreign trade, at least on the receiving
end. Commodities manufactured by the American paper and pulp
industry are imported into the United States, its normal market, at
the rate of well over three quarters of a billion dollars a year. We
know something about foreign trade.

The industry is not opposed to customs simplification. On the con-
trary, it favors true simplification not only of customs laws but any
other laws. There is altogether too much redtape imposed by Gov-
ernment on business already. But the industry does object to changes
in the duty rates on its products made under the guise of simplifica-
tion. That is exactly what the bill before you does, in its amendment
of section 402 (a) (1) of the Tariff Act of 1930.

That clause, as you know, would make value for ad valorem rate
duty purposes dependent upon export price rather than fair value
measured by the home market price as under existing law. The re-
sult is lower duty because dumping, perhaps not in the legal sense
but certainly in the economic sense of selling here at a lower price
than at home, is quite normal.

How much lower the duties would be no one knows. The Treasury
Department estimates an average of 2 percent reduction in customs
collections on ad valorem goods. But that estimate is based on the
relationship in the past of home market price and export value.

Actnally, it would be possible under construction of this proposed
act, which can reasonably be anticipated, to reduce very substantially
all ad valorem duties and in fact possible to eliminate them virtually
entirely.

Thag sounds fantastic but it is true as an analysis of this bill will
demonstrate. It results from as thorough a piece of legislative double-
talk as I have seen in a long time. _

Export value is to be the criterion. Export value is defined as the
price at which the merchandise is freely sold in the country of exporta-
tion in the ordinary course of trade for export to the United States.
That doesn’t sound too bad. If the words “freely sold” and *in the
ordinary course of trade” meant what they said, the Treasury’s esti-
mates of duty reduction would probably be reasonably accurate. But
they do not mean what they say. .

Congress, of course, can (although I wish you wouldn’t) say that

for a particular piece of legislation black shall be deemed to mean
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white. In this bill, the House has done exactly that. “Freely sold”
is defined in the bill to mean not freely sold. A price made to a single
customer who contracts to resell at a fixed price in a controlled area,
believe it or not, is a freely made price under the definitions in this bill.

There is an apparent hedge to this legislative legerdemain. The
bill says that goocfs so sold are freely sold only if sold in the ordinary
course of trade and if the price fairly reflects the market price. But
here again the black-means-white technique is applied.

“Ordinary course of trade” is defined as conditions and practices
which for a reasonable time have been normal in the trade. “Reason-
able time,” “normal,” “market price,” are not defined. But it is clear
that after some lapse of time, any condition or practice which had ex-
isted during that time would have to be considered normal. Normal
meanslusual, when something has continued some length of time it is
normal.

Suppose those conditions and practices had been, for a reasonable
time, the sale of a grade of paper dutiable at 10 percent ad valorem,
for $64 a ton to a wholly owned subsidiary, required to sell it in the
United States only and only at $144 per ton, which is 10 percent below
the home-market price and the prevailing price in the United States
market. I have picked those particular figures because they are quite
possible. The price of $64 compared with $170 home price is 60
percent off of home market price and such kind of pricing is of record
in United States Customs Court cases.

The $144 price, 10 percent below home-market value, is typical of
what goes on in paper where export grice from Scandinavian coun-
tries is regularly about 10 percent under home market as near as we
can determine.

Would that price of $64 per ton fairly reflect the market price?
It would if market price were construed by the court to mean price for
export to United States. And it would be so construed. What else
could it be construed as? The clear intent of this bill 1s to predicate
value on the price for export to the United States. To construe
market price to be the export price in general, or the home market
price, which are the only two possible alternatives, would be to flout
clear congressional intent and to use the criteria of the old law rather
than the criteria of the new law. _

This proposed new law is supposed to achieve certainty, to simplify
procedures, and to result in substantially the same tariff rates as at
present. The analysis I have made, I think, clearly shows that none
of these objectives will be achieved. There is no certainty when three
vital phrases are left undefined. There is no simplicity when years of
litigation will obviously be required to supply the construction to be
given those three phrases.

If the construction to be given is that which I have stated, the duty
collected under the new law will bear no resemblance to that estab-
lished under the present law.

Using the example I cited, it would mean a reduction in duty from
$16 per ton to $6.40 per ton, a 60 percent reduction.

Actually. the exporters, cartelized as they are, could fix the price
still lower, clear down to a dollar a ton if they wanted to, which would
end up with a 10-cent duty. What is to keep them from doing it? The
principle is exactly the same.
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If my anticipation of court construétion is erroneous and the courts
do what the Treasury Department assumed in arriving at their cal-
culated lower figure which is; incidentally, the best that could pos-
sibly happen, there would still be years of uncertainty, years of Y‘i«%i-
gation, and an actual reduction across the board in effective duty rates
as admitted by the Treasury Department. ,

In my hypothetical case, that reduction would be 9 percent which is
almost double the amount that the President is permitted to cut duties
in any one year under H. R. 1. And that case of mine, although
stated as hypothetical, it is an accurate picture of what is going on now.
There is, for instance, a grade of paper, test liner board, which is
dutiable at 10 percent ad valorem. It is having duty assessed on it
now at home market value. The export value is 10 percent below that
home market value. If your new law goes through as proposed it
would mean immediately a reduction of 9 percent in the duty.

Now that, gentlemen, is not simplification.

Senator MrrkiN. What is the product that you referred to?

Mr. CanrFiewp. Test liner board, kraft pulp Fourdrinier board.

Senator MrLLIkIN. What is it used for?

Mr. CanrFrewp. It is used for making shipping containers.

This bill, labeled “customs simplification,” is not customs simplifi-
cation alone. It does do a lot of that and nobody is complaining about
any part of that. But the part I have been talking about is a sub-
stantive amendment of the Tariff Act under the guise of simplification,
and is directly contrary to the theory espoused by the administration,
recommended by the Randall Committee, adopted by the Congress,
that any reduction in tariffs should be on the basis of a reciprocal deal
where the United States receives concessions from others comparable
to the concessions given.

Now, true simplification is to be desired. How to achieve it in
the respect under consideration is easy. It does not involve contin-
uation of the present provision for use of freely offered home-market
value.

As pointed out by the Treasury Department in its report to the
House (Committee, that provision of the law is being eliminated with
growing rapidity by the action of cartels which are able to and in
. fact do eliminate its use simply by rigeging the home market. The

easy answer is to substitute American selling price as the criterion
for determining all ad valorem rates, as is done already in the present
law, and also in the proposed law, in the case of some ad valorem rates.

The American seﬁing price is readily determinable. It is real; it
1s definite. The antitrust laws here see to it that it is not subject to
the kind of cartel rigging which any use of either home market value
or export price invites, and for all practical purposes insures.

If what is desired is certainty, simplicity, and duty protection as
intended by Congress, use of American selling price as the criterion
for ad valorem value rates is the answer,

I will admit that that still is something less than total simplicity.
It does involve investigations of current domestic markets. There 1s
another answer which is total simplicity but which requires a great
deal of congressional study and evaluation. That would be to trans-
late all of the ad valorem rates and the compound rates in the present
Tariff Act to specific rates, that are the equivalent at present market
values, and then to provide some mechanism for increasing or de-
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creasing those rates in accordance with changes in general wholesale'
commodity values. If you did that, you would have specific rates
over which there could be no argument, no room for judicial or ad-
ministrative misinterpretation, no problems of certainty, and no
chance of cartel rigging to avoid the results intended by the Congress.

Thank you, Mr. Chairman.

The CHamMaN. Thank you, sir.

Are there any questions?

If there are none, the next witness is Mr. Liyle Jones who appears
before the committee as a representative of the United States Pot-
ters’ Association.

Mr. Jones, will you come forward, please, and identify yourself for
the record ?

STATEMENT OF LYLE W. JONES, DIRECTOR, WASHINGTON OFFICE,
THE UNITED STATES POTTERS ASSOCIATION

Mr. JoNes. My name is Lyle W. Jones. I am the Director of the
Washington office of the United States Potters Association which
has its national headquarters in East Liverpool, Ohio.

The association is comprised of domestic manufacturers of table-
ware and art pottery, both earthenware and china ware and repre-
sents in its membership most of the commercial production of these
items in the United States.

After a careful study of H. R. 6040, the so-called customs simplfi-
cation bill, the association wishes to be on record with the committee
as being opposed to the enactment of section 2. which would change
the preferred basis of valuation on which duties are assessed from
“foreign” value to “export™ value.

We believe that this proposed change would greatly weaken or
make ineffective the antihumping and countervailing duty laws that
were designed to protect American industry from the destructive im-
pact of low-cost foreign competition.

We in the pottery industry are also cognizant that a change in the
valuation basis is a wide-open invitation to foreign exporters to es-
pecially price goods for export to the United States and thus be
privileged to a large extent to name their own low values on which
duties would be assessed.

The change from “foreign” value to “export™ value removes the
only readily available means of determining whether the imported
goods are being unloaded at “dump” prices or legitimately priced for
the United States market as provided under this bill. We have no
comparison left on which to conclude intelligently whether we are
being hoodwinked or not.

The pottery industry 1is very sensitive to any proposal that would
further add to its already critical situation that has been caused by
imports from low-wage countries. These imports have steadily in-
creased. During the period 1947-53 imports of earthenware, dinner-
ware increased over 300 percent and china dinnerware went up over
700 percent. This trend has continued to the present day.

The recent negotiations at Geneva, Swit,zerfs)md, in connection with
the Japanese trade agreement brought reductions in the tariff rates on
dinnerware ranging from 5 percent to 25 percent. It was also ob-
served that over 10 percent of the value of all the concessions granted
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by the United States to all countries participating in the negotiations
were on pottery items.

We are also concerned about the probability of further cuts author-
1zed by H. R. 1.

The assurances of the Treasury Department official before the Ways
and Means Committee that the countervailing duty and antidumping
laws will be enforced are only the assurances of an individual who
might be replaced by someone who might think differently about the
matter.

The elimination of “foreign” value as provided in this bill removes
a controlling factor in the enforcement of the antidumping and coun-
tervailing duty laws and leaves no means of readily ascertaining
whether goods are being “dumped” but it does in our opinion en-
courage a two-pricing system

In answer to this argument the Secretary of the Treasury in a letter
}o the chairman of the Ways and Means Committee stated the fol-

owing:

It has come to my attention that in the course of your consideration of section
2 of H. R. 6040 which would amend the valuation standards set forth in section
402 of the Tariff Act of 1930, concern has heen expressed that the elimination of
foreign value by this amendment would interfere with the enforcement of the
Antidumping Act of 1921.

I wish to advise your committee that it is the firm intention of the Bureau of
the Customs and the Treasury Department to continue to require foreign value
information as a part of the information contained in customs invoices. Conse-
quently the Treasury Department will continue to have available to it foreign
value information upon which to initiate investigations of possible sales at a
dumping price wherever the discrepancy between invoice price and foreign value
appears to warrant it.

It is questionable to us why it is necessary to change the valuation
basis from “foreign” to “export” value if it is the plan to continue to
require “foreign” value information in customs invoices. If thisinfor-
mation is still to be required, it would seem to defeat the argument for
so-called simplification and at the same time lose millions in revenue
from reduced valuations.

Following such reasoning it appears that the bill, perhaps uninten-
tionally, is in reality a tariff-cutting proposal affecting hundreds of
American industries without any provision whatsoever for peril-point
hearings and contrary to the way Congress authorized tariff reduc-
tions to be made. The across-the-board cuts in tariffs that would result
from the enactment of H. R. 6040 would be in violation of the spirit of
the President’s letter to Speaker Martin last winter when he said:
the administration of the foreign economic program will be gradual and selective

in application. because * * * across-the-board revisions ef the tariff rates would
poorly serve our Nation’s interest * * *

and that—

in the program’s administration the principles of true reciprocity will be faith-
fully applied.

The United States Potters Association recognizes the desirability of
simplified customs procedures and any other etfort to increase effi-
ciency in GGovernment, but we believe that section 2 of H. R. 6040 goes
beyond these objectives. It is therefore respectfully requested that
this section be de{eted from the bill.

The CHAIRMAN. Thank you very much, Mr. Jones.
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The next witness is Mr. O’Brien. Please come forward, sir, and
identify yourself for the record.

STATEMENT OF MATTHEW H. 0'BRIEN, RAYON AND ACETATE
FIBER PRODUCERS GROUP

Mr. O’Brien. Thank you, Mr. Chairman.

My name is Matthew H. O'Brien. I appear as secretary of the
Rayon and Acetate Fiber Producers Group.

If I may, Mr. Chairman, I have a rather full statement which I
should like to have inserted in the record. I should also like to sum-

marize that statement. |
(Mr. O’Brien’s prepared statement follows:)

STATEMENT BY MATTHEW H. O’BRIEN, SECRETARY, RAYON AND ACETATE FIBER
PRODUCERS GROUP

Mr. Chairman, members of the committee, my name is Matthew H. O’Brien,
and I appear as secretary of the Rayon and Acetate Fiber Producers Group, 350
Fifth Avenue, New York, N. Y., whose membership includes: American Enka
Corp., American Viscose Corp., Beaunit Mills, Inc., Celanese Corporation of
America, Courtaulds (Alabama), Inc., Delaware Rayon Co., E. 1. du Pont de
Nemours & Co., Inc., Eastman Chemical Products, Inc., Hartford Rayon Co.,
Industrial Rayon Corp., and New Bedford Rayon Co.

Our principal interests in the pending bill are, first, to oppose the tariff
reductions which the bill is designed to effect and, second, to preserve the safe-
guards against unfair competition which the Congress of the United States
intended to afford to American industry in the Antidumping Act.

While this bill has been designated the Customs Simplification Act of 1955,
the actual effect of the bill is to cause, under the guise of simplification, a
unilateral reduction in tariffs on articles imported into this country which are
subject to ad valorem duties. It is respectfully submitted that the customs
procedures will not be effectively simplified by any provision of section 2 of
the bill.

Under the present law, the customs official examines the customs invoice and,
when there is a difference between the foreign value and the export value, he
takes the higher valuation as the basis for duty. Under the assurances given
in the letter of the Secretary of the Treasury to the chairman of the House
Ways and Means Committee, the same foreign value information will be on the
customs invoices if the bill becomes law but the customs official will only have
to look at 1 figure and will not have to perform the simple task of determining
which of the 2 figures is the higher in the assessment of regular duties. How-
ever, since the Antidumping Act is to remain in effect, he still has to consider
foreign value when it is higher in order to determine whether there is dumping.
What great administrative load has been removed from the Treasury Depart-
ment? Can this benefit to these administrative officers warrant the wholesale
reduction of ad valorem duties in uncertain amounts of reduction? We submit
the foregoing effectively establishes that the proponents of this bill are indulging
in semantics and that H. R. 6040 in section 2 is not really a customs simpli-
fication bill but is a tariff-reduction measure.

REDUCTIONS 1N DUTIES

It is admitted by the Treasury Department and the proponents that the bill
is, in effect, a tariff-reduction bill. Unfortunately, no one on this committee,
in the Congress of the United States, or in our industry can determine, with any
degree of certainty, the amount of the reductions which will be effected.

THE TREASURY SAMPLING SURVEY

While the Treasury Department has presented to the Congress some averages
and estimates of reductions in duties based on a random sampling survey, we
desire to point out to this committee that the sampling is too small to merit
consideration and that the survey proceeds upon the fallacious basis of averaging

64934—58——7
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reductions on dissimilar products and products at all stages of manufacture
which are now being imported under widely varying rates of duty. The aver-
ages presented by the Treasury Department do not even have the sanction of
weighted averages and are subject to all the inaccuracies and misleading effects
of averaging random entries of imports into the United States.

The statement of Mr. H. Chapman Rose, Assistant Secretary of the Treasury,
to the House Ways and Means Committee in connection with this bill indicates
that the Treasury Department has proceeded upon consideration of imports in
general and not upon consideration of specific commodities.

‘At least 30 percent in value of the total imports subject to ad valorem duties,
whatever the commodities may be, are not considered at all, according to his
statement.

While the Treasury Department states that 70 percent in value of imports bear-
ing ad valorem duties entered this country through some 8 ports, in its sampling
it gives particular attention to the ports of New York and Laredo without indi-
cating the total percentage in value of ad valorem imports in either or both of
these ports and definitely without indicating the percentage of any particular
commodity coming to these ports. As to these two ports, its sampling, which
Mr. Rose properly calls random, considered only every twentieth entry. As to
the other six ports, the Treasury Department considered only every fortieth entry.
Imports at all other ports were totally disregarded.

It must be emphasized here that, while the arbitrary selection of every 20th
entry at 2 ports and of every 40th entry at 6 ports may be described as representing
5 or 214 percent of the entries, no claim is made that every commodity subject
to ad valorem duties is consilered or that even 5 or 214 percent of the entries
of any commodity have been included in the data presented.

Of course, the arbitrary selection of every 20th or 40th entry results in data
which bear no relation to volume of imports.

SCHFDULE 13

Thus, on the data presented with reference to schedule 13, synthetic fibers and
manufactures thereof, in which we are primarily interested, the Treasury
Department applied the same random method of every 20th entry at 2 ports
and every 40th entry at 6 ports, with no consideration of entries at other ports
which handled some 30 percent in value of total imports subject to ad valorem
duties, but which may in some cases handle a high percentage of a particular
commodity entering this country. Nothing in the data indicates the high or
low volumes of imports of synthetic fibers or manufactures thereof represented
by these particular entries, and there is no reason to assume that the data
included every commodity covered by schedule 13.

Schedule 13 includes a variety of products of rayon or other syntheic fibers
at all stages of process and manufacture. The schedule includes, for example,
fiber waste and the completely finished fabric, garment, or article, and synthetic
textiles at every intermediate stage of processing. Only the Treasury Depart-
ment knows whether the random selection of every 20th or every 40th entry
produced even incomplete data relating to flber waste or staple fiber or fine
denier yarns or heavy denier yarns or fabrics or articles of apparel.

To attempt to estimate the effect of the reductions in duties by averaging
waste which is of low value and bears a low duty with dyed and finished fabrics
and with articles of apparel which are of considerably higher value and come
in at much higher rates of duty is, in itself, a distortion of the effect of the tariff
reductions in this bill.

The Treasury Department estimates on the basis of its random sampling survey
that on imports of synthetic fibers and manufactures thereof the percentage of
decrease in value under the proposed law will he 6.83. Obviously, this is an
unweighted average. It is equally clear that on some commodities in the schedule
there must be a more severe decrease in value. The range which produced the
average is unkonwn, as are the commodities included or omitted in the random
sampling.

It is equally obvious that American industry does not deal in averages but in
prices and values of specific commodities. No one can now tell whether any
commodity covered by schedule 13 will come in at a valuation reduced by 6.83
percent or more or less, nor can anyone, except the Treasury Department, tell
what the actual reduction in value and consequent reductian in duty may be on
any specific commodity.
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In the enactment of this tariff reduction bill, therefore, the Congress will be
applying a new method of valuation for purposes of duty without knowing, or
even having a reasonable estim:te of, the effect of the reductions on domestic
production and employment. There are no data before the Congress by which
this committee can determine the effect upon production or employment in any
State of the reductions it is asked to enact.

PERIIL. POINTS

Since the Congress does not have information concerning the effect on specific
commodities, it is impossible for any Member voting on this bill to determine
whether the reductions sanctioned by the bill will take the duties on any com-
modity produced in any State below the peril point, a principle which the Congress
has established in other legislation and which the Congress is now asked to
abandon by this type of unilateral reduction in our duties.

No one can tell as to a specific commodity in schedule 13 or any other schedule
of the tariff act whether the reductions will be enough to break the market and
to cause widespread unemployment. In other words, there is no way of knowing
what increased quantity of goods in any category may be imported into the
United States by these reductions in duties nor is there any way of estimating
the number of jobs which may be exported.

The only certainty in the bill is that it provides for the export of jobs in unde-
termined and uncertain numbers,

TREASURY DEPARTMENT AND ADMINISTRATIVE DUTIES

According to the Congressional Record (p. 7672), the Treasury D2partment
has estimated that, for the expenditure of an additional $750,000 to $800,000, it
could accomplish the purposes of this bill and the Treasury D:partment also
estimates that the enactment of this bill will cause a loss of approximately $5
million in revenue. The Treasury Departient may be accurate in its estimate
of the cost of the administrative work, but it has supplied no reason to believe
that it is accurate as to the loss of revenue. In any event., we submit that the
country should not be deprived of a large amount of revenue to avoid appropria-
tion of a comparatively small amount to pay the cost of performance of adminis-
trative duties.

The much more important question ix, Does American industry and labor have
to run the hazards of paying some prices of unknown magnitudes for the privilege
of relieving the customs officers of their duties under the existing law?

It has been urged that the reduction in duties, the imponderable increase of
imports, and the loss of domestic production, markets, and jobs should be assumed
in order that the Treasury Department make take care of its backlog of cases
and may act more promptly in the performance of its duties. The record, how-
ever, shows that, under the last two customs simplification acts, procedures have
been established under which the Treasury Department is rapidly reducing its
backlog and catching up with its work.

CUMULATIVE EFFECT OF TARIFF LEGISLATION

It is respectfully submitted that in the various tariff acts which the Congress
has been asked to enact, and in some cases has enacted, we are progressing
toward free trade on the installment plan.

In the last 2 years. the Congress has enacted 2 laws designated as customs
simplification acts. If this bill were designated and titled by the name of its
principal effect, nuamely, as the Tariff Reduction Act of 1955, it would be better
understood and would probably have no chance for enactment.

In the Customs Simplification Act of 1954, provision is made for an objective
study of tariff rates and classifications by the United States Tariff Comnission.
Why does not the Congress wait for that report which will shortly be received
before effecting changes in methods of valuation and reductions in duties in
unknown amounts?

In the Trade Agreements Extension Act of 1955, the Congress adopted a prin-
ciple of tariff concessions to foreign nations on a reciprocal basis, theoretically
on concessions from the nations which benefit by reductions in our duties. With-
out awaiting the effect of that act or indeed the effect of trade agreements recently
negotiated with Japan and Switzerland, which may have drastically injurious
effects on the domestic textile industry, the Congress is now asked to abandon
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the principle of reciprocal coneessionx-and to muake unilateral tariff reductions in
uncertain amounts. _

By the introduction of the uncertain and variable reductions in this bill, no
one can tell what the cumulative effect of all recent customs simplification acts,
trade agreement extension acts, etc., will be except that the direction downward
on duttes is certain although the amounts and effects thereof may not be known.

Since the Congress cannot know now either the full effect of this bill or the
cumulative effect of other enactments upon American industry and labor as a
whole or upon production, or employment in any State, we respectfully submit
that the time has come for the Congress to “Stop, look, and listen” in order to
appraise the effects of its acts and to permit the industries and workers affected
to know the amounts of reductions in duties which are proposed and to present
to the Congress their views in relation thereto. Such delay will have no serious
effect on foreign trade. Nearly 80 percent by value of the dutiable imports come
in under specific rates which are not affected by thix bill. Only imports protected
by ad valorem rates are affected. The Congress hax twice refused in considera-
tion of the Customs Simplification Acts of 1953 and 1954 to adopt similar pro-
posals eliminating foreign value and no untoward results have ensued. On the
contrary, imports continue to enter in great volume and trade throughout the
free world is flourishing. The proponents of the bill have made out no valid
case and can make no valid case for action by the Congress without knowledge
of its effects.

We come now to our second and final major interest, namely, the need for
legislative action to restore the protection the Congress intended to give do-
mestic industry in the enactment of the Antidumping Act.

With reference to the amendments which we intend to propose, because of the
limitations of time, we will present now only the principles involved and will
attach a written statement, which we now ask be made a part of the record of
these hearings, containing a draft of each of the amendments we propose. We
assume that, if the committee favorably regards the principles which we espouse,
the matters will be referred to legislative counsel and that this is not the time
or the place to engage in detailed discussion of the phrasing of legislative
drafting.

The report of the Committee on Ways and Means of the House of Representa-
tives indicates that Treasury spokesmen feel that the only effective discourage-
ment of a two-price system comes from the enforcement of the Antidumping
Act (Rept. No. 858, p. H). ’

We would be more impressed by this statement if there could be produced some
representatives of any American industry who feel that the Antidumping Act as
it now stands under court decisions is effective. A study of the cases decided by
the Treasury Department in recent years will show that in only a negligible num-
ber of cases has it heen possible to enforce the Antidumping Act. This is not a
criticism of the Treasury Department. In fact, this condition is due to the
manner in which the Court of Customs and Patent Appeals has construed the
act. On this problem, we believe we have the agreement of the Treasury Depart-
ment that clarifying amendments are needed to overcome the court decisions
which have made the Antidumping Act practically unenforceable.

As stated in a letter dated August 5, 1954 from H. Chapman Rose, Assistant
Secretary of the Treasury, to Senator Fugene D. Millikin, chairman of the
Committee on Finance of the United States Senate:

“There is great difficulty, under the existing statute and decisions construing
it, in giving proper effect to the law in cases where the home market of the coun-
try in which the dumping originates is to any extent restricted in the way in
which the commodity is offered for sale. This subject is also being studied.
1t may be that, as a result of these studies, the Treasury will have further
suggestions regarding changes which, in its opinion, would improve the function-
ing of the act.”

Thzls committee in Report No. 2326 on the Customs Nimplification Act of 1954
stated :

“The committee recognizes that further substantive changes in the anti-
dumping law may be desirable, particularly in relation to price and injury defini-
tions. The committee believes, for example, that it should be clear that injury
in a particular geographical area may be sufficient for a finding of injury under
the Antidumping Act.”

Although almost a year has elapsed since the Treasury Department recog-
nized the great difficulty in enforcing the act, the Treasury Department has not
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yet come forward with any proposals for amending the act so as to permit more
effective enforcement.

On the contrary, the amendment in section 5 contemplatex that there will be
a further delay of at least a year before the Congress may commence to make
effective, on recommendation of the Treasury Department, the Antidumping Act.

We urge that the Senate Finance Committee recognize the difficulty stated in
the above-quoted letter written in connection with the Customs SNimplification
Act of 1954 and that there he no further delay of 1 year or more in making
effective the Antidumping Act.

We respectfully urge that the Congress do more than disavow the intent to
nullify an act which, by court decisions, has become unenforcible and that the
Congress proceed to make effective its original intent in the enactment of the
Antidumping Act.

This question of dumping is particularly pertinent here because of the proposed
elimination of “foreign value” and the substitution of ‘‘export value” and be-
cause the House committee was led to believe that the dual pricing which might
be encouraged by the pending bill could be handled under the Antidumping Act.

There is no doubf that amendment to the Antidumping Act ix required in order
to give to domestic industry the protection intended by the Congress. The need
for amendment arises out of the fact that court decisions have, as acknowledged
by the Treasury Department, prevented the use of the home-market price of a
commodity exported to the United States whenever there is any kind of restric-
tion on the use of the commodity after sale in the home market. The result
has been that the foreign producer of synthetic fibers can easily evade the provi-
sions of the Antidumping Act by selling his goods at a high price to a purchaser
in his home market or a third country who intends to weave, knit, or otherwise
process the fibers with some restriction against resale without processing,
whether or not this restriction ix enforced. The foreign producer can then sell
his goods at a lower price in this country without fear that the differential
between his low price on export to this country and his higher price elsewhere
can be considered in a dumping case. The decisions of the court have even
questioned whether a transfer of goods from a producer to a consuming or
wholesaling industry with restrictions as to resale or use ix, in effect, a sale
within the meaning of the Antidumping Act.

Accordingly, there is needed, for the effective enforcement of the Antidumping
Act, and we propose an amendment to permit the consideration in dumping cases
of home-market sales regardless of restrictions in the sales agreements on use
or resuale of the goods.

The Antidumping Act employs, without definition, the term “fair value” and
also emnploys, with definition, the term ‘“foreign market value,” both of which
must be ascertained in order to determine the fact of dumping and the amount
of dumping duty. We, therefore, propose and submit herewith an amendinent
to the Antidumping Act designed to bring the undefined term *‘fair value” in sec-
tion 201 (a) of said act in couformity with the definition of “foreign market
value” in section 205 of said act.

The amendment which we propose, linking together fair value and foreign-
market value, follows the meaning given to those words in the customs regula-
tions from 1921 to this year and ix in accord with the construction of the term
“fair value™ in court decisions. Within the year, the Treasury Department has
attempted, by amendment to the customs regulations, to provide for the enforce-
ment of the Antidumping Act, notwithstanding the court decisions with respect
to restricted sales, by redefining the term ‘“fair value.” We understand. how-
ever, that the Treasury Department is in agreement that, while the fact of
dumping may be determined on consideration of ‘“fair value,” the amount of
dumping duty is measured by ‘“‘foreign market value” and that the Treasury
Department is not adverse to clarifying legislative amendments, its revised
customns regulations having been adopted as apparently an interim measure
pending the amendments which the Treasury Department in its 1954 letter
indicated it might propose.

It was the desire of this industry to secure clarifying amendments to the
Antidumping Act when procedural amendments to that act in the Customs Sim-
plification Act of 1954 were under consideration by the Congress, but it with-
drew its objections to the limited character of the amendments then proposed
in the belief that the Treasury Department had indicated it would present to this
Congress the necessary clarifying amendments. We are considerably disap-
pointed to find that section 5 now contemplates a delay of another year before
the Antidumping Act may he made effective and enforcible. We, therefore,
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urge that the pending bill be amended to make the Antidumping Act enforcible
and we are filing for the record a draft of an amendment for that purpose.

We also propose an amendment to the Antidumping Act to define the term
“industry” as used in this act and in such amendment we are paraphrasing
with only necessary changes the definition of an industry as it appears in the
Trade Agreements Extension Act of 1955 recently enacted by the Congress.

The term “industry” as used in the Antidumping Act is not therein defined.
The amendment which we are proposing is needed for essentinlly the same rea-
sons as required the insertion of a definition in the Trade Agreements Extension
Act of 1955 after which our proposal is modeled.

The purpose is obviously to provide that a multiple product organization shall
be considered as a part of each industry to which each of its products belongs and
shall be afforded protection against dumping for each of said products regardless
of its production or profits on the sale of other products.

Industries, including ours, which have attempted to secure the protection in-
tended by the Antidumping Act have also been confronted with the problem of
establishing injury or likelihood of injury. By amendment in the Customs Sim-
plification Act of 1954, the determination of injury has been taken from the
Treasury Department and delezated to the United States Tariff Cominission
but no legislative standards have been adopted as a guide or control on the Tariff
Commission in the determination of injury.

We respectfully submit that until such standards are adopted the Antidump-
ing Act may continue to be ineffective. We are proposing a simple amendment
designed to remove from domestic industry the burden of proving that dumping
is the sole cause of injury and to establish the simple test of unused productive
capacity. We do this on the assumption that the Congress does not desire that
domestic productive capacity remain idle and that lahor be unemployed in
order to permit the dumping of foreign goods.

CONCLUSION

For the reasons stated at the outset of this presentation, we urge that the
vague and uncertain reductions in tariff duties proposed by section 2 of the
pending bill be avoided by elimination of that section from H. R. 6040 and that
the matter be deferred for further consideration with ascertainment of the
amount of proposed reduction on each commodity and with opportunity for the
employers and workers affected to be advised of the exact amount of proposed
reduction and be given opportunity to be heard thereon.

Regardless of the decision of the Congress on the retention or elimination of
gection 2 of the pending bill, we submit that there is urgently needed and should
be enacted without further delay amendments to the Antidumping Act to elimi-
nate the easy method of evasion now atforded to foreign producers through the
device of restricted home-market sales which may not now be considered in
dumping cases.

To establish some predictability on the questions of what constitutes “injury”
and what is an “industry in the United States,” we urge that standards and
definitions such as we have proposed be legislatively established for the benefit
and guidance of the Treasury Department and the United States Tariff Com-
mission in dumping cases.

Attached hereto are drafts of the amendments which we believe necessary to
make the Antidumping Act enforcible and to restore to domestic industry the
protection which the Congress intended to give in the enactment of that law.

PROPOSED AMENDMENTS IN SUBSTITUTION FOR SeEcTiOoN 5 oF IH. R. 6040, 84TH
CONGRESS, 18T SEBSION

Sec. 5. (a) Except as in this section provided, nothing in this act shall be con-
sidered to repeal, modify, or supersede, directly or indirectly, any provision of the
Antidumping Act, 1921, as amended (U. S. C., 1952 edition, title 19, secs. 160-
173).

(b) Section 201 (a) and section 205 of the Antidumping Act, 1921, as amended
(U. S. C., 1952 edition, title 19, secs. 160 (a) and 164) are amended to read as
follows:

“SEc. 201. (a) Whenever the Secretary of the Treasury (hereinafter called the
‘Secretary’) determines that a class or kind of foreign merchandise is being, or
is likely to be, sold in the United States or elsewhere at less than its fair value,
he shall so advise the United States Tariff Commission, and the said Commission
shall determine within three months thereafter whether an industry in the United
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States is being or is likely to be injured, or is prevented from being established,
by reason of the fmportation of such merchandise into the United States. In
making said determination the said Commission shall find that an industry in
the United States is being or is likely to be injured in any instance in which, with-
out regard to any absolute or relative increase in the volume of imports or in the
productive capacity of such industry in the United States, it finds that the mer-
chandise of the class or kind in question is being sold or is likely to be sold in
the United States or elsewhere at less than its fair value during a period in
which such industry in the United States is operating at less than its full capac-
ity. The said Commission, after such investigation as it deems necessary, shall
notify the Secretary of its determination, and, if that determination is in the
affirmative, the Secretary shall make public a notice (hereinafter in this Act
called a ‘finding’) of his determination and the determination of the said Commis-
sion. The Szcretary’s finding shall include a description of the class or kind of
merchandise to which it applies in such detail as he shall deem necessary for the
fguidance of customs officers. The term ‘fair value’ as used herein means the
foreign market value of imported merchandise or, in the absence of such value,
the cost of production of such merchandise. As used in this Act, the term
‘industry in the United States’ means that portion or subdivision of the produc-
ing organizations manufacturing, assembling, processing, extracting, growing, or
otherwise producing in commercial quantities products or articles which may be
affected by reason of the importation of such or similar merchandise into the
United States. In applying the preceding sentence, the Commission shall (insofar
as practicable) distinguish or separate the operations of the producing organ-
izations involving said products or articles from the operations of such organ-
izations involving other products or articles.

“SEec. 205. For the purpose of this title the foreign-market value of imported
merchandise shall be the price, at the time of exportation of such merchandise to
the United States, at which such or similar merchandise is sold or offered for
sale in the country from which exported, in the usual wholesale quantities and in
the course of trade for home consumption (or, if not so sold or offered for sale
for home consumption, then for exportation to countries other than the United
States), plus, when not included in such price, the cost of all containers and
coverings and all other costs, charges, and expenses incident to placing the mer-
chandise in condition packed ready for shipment to the United States, except
that in the case of merchandise purchased or agreed to be purchased by the
person by whom or for whose account the merchandise is imported, prior to the
time of exportation, the foreign-market value shall be ascertained as of the date
of such purchase or agreement to purchase. In the ascertainment of foreign-
market value for the purposes of this Act no pretended sale or offer for sale, and
no sale or offer for sale intended to establish a fictitious market, shall be taken
into account.”

Note re above amendiments.—Problems of statutory construction will be solved
if in a report recommending the foregoing amendments the committee indicates
that they are designed to overcome court decisions interpreting the act in a
manner which prevents consideration in dumping cases of sales made in the
foreign producers’ home market or in countries other than the United States on
a basis which contains any restriction concerning the use or resale of the mer-
chandise by such purchasers.

The CHAIRMAN. Proceed, sir.

Mr. O’BrieN. In summary, Mr. Chairman, our first interest in this
bill is the tariff reductions which it is designed to effect ; and second, in
section 5, and the problems arising on the enforcement of the Anti-
dumping Act.

Referring to this question of foreign value and foreign-value in-
formation, which is required for enforcement of the Dumping Act; as
the last speaker just noted, the Secretary of the Treasury has said
they will continue to collect on customs invoices the foreign-value in-
formation. That is a fair test of what simplification there is in
section 2. :

Now, the customs official looks at two figures, the foreign value, the
export value. He will continue to get that information. He will look
at one for the assessment of duty. But he will have to consider the



98 CUSTOMS SIMPLIFICATION

other unless they are going to omit dumping or enforcement of the
Antidumping Act. There is no real simplification in that.

I want to say a word about the Treasury survey and the estimates
that have been given this committee on what effect this will have in
reduction of duty. This survey which Assistant Secretary Rose prop-
erly called random sampling is too small to merit consideration and it
proceeds on the fallacious basis of averaging reductions in value on
dissimilar products and products at all stages of manufacture.

Thirty (Fercent of the imports subject to ad valorum duty are not
considered at all in his statistical survey. Of the 70 percent that come
in through 8 ports they selected 2: New York and Laredo. They ex-
amined 1 out of every 20 entries in each of those ports. In the other
6 ports for some reason not explained they consigered only 1 out of
every 40 entries. Imports at aﬁ) other ports were totally disregarded.

I want to emphasize that the word “entry” here, they may repre-
sent 214 and in 1 case 5 percent of entries, but those figures have no
relation to the volume of goods. It is whatever is shown on a particu
lar entry. -

Now, specifically relating that to the schedule we are interested in,
schedule 13, synthetic fibers and manufactures, they applied that same
principle. But nothing in the data indicates the high or low volume of
imports of synthetic fibers or manufactures represented by the entries
and there is no reason to assume that the data covers every commodity
covered in schedule 13. That schedule covers a variety of products of
rayon and other synthetic fibers at all stages of manufacture from
waste, finished fabric, garments, articles, at every stage. Only the
Treasury Department knows whether the random selection of every
20th or every 40th entry produced even incomplete data relating to
each commodity in that schedule. And the same is true, gentlemen,
of every other schedule.

Now, to attempt to estimate the effect of reductions in duties by
averaging entries of waste, which is of low value and bears a low duty,
with glyed and finished fabrics and articles of apparel which are of
considerably higher value and come in at much higher duty is, I sub-
mit, a distortion of the effect of the tariff reductions in this bill.

The Treasury Department comes out with a figure of percentage of
decrease in value on this whole schedule of the man-made fibers and
products thereof, over which they estimate to be 6.83 percent. Of
course, it is an unweighted average. It is equally clear, as has been
stated here, some commodities in the schedule must have suffered a
more severe decrease in value. But the range is unknown.

Now, it is equally obvious and I hardly need to remind the commit-
tee that the American industry does not deal in average price of goods
but of prices and values of specific commodities. No one can tell
whether any commodity covered by schedule 13 will come in at valu-
ations reduced 6.83 percent or more or less. Nor can anyone except
the Treasury Department tell what the actual reduction in value and
consequent reduction in duty may be on any specific commodity.

I want to refer again without elaboration to the matter of the peril
point. Since we do not know the range that produced the average,
we cannot possibly know, no member of this committee or of Congress
or of our industry can know whether this bill authorizes and indeed
causes reductions below the peril point. The only thing you can
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really be certain of is that it is going to reduce some duties. It is
going to increase imports of goods and export jobs.

The Treasury Department estimated before the House that at a
cost of some $750,000 to $800,000 it could substantially accomplish the
purposes of this bill. It also estimated that the enactment of the bill
would cause a loss of approximately $5 million in revenue.

Now, the Treasury Department may be accurate in its estimate of
the cost of its administrative work, but on the data it has submitted
there is no reason to believe it i1s accurate as to the loss of revenue.

In any event, we suggest that Congress should not agree to the loss
of a large amount of revenue to avoid appropriation of a relatively
small amount for administrative duty. And the more important
question is: Does American industry have to run the hazard of paying
some prices of unknown magnitude for the privilege of relieving the
customs officers of their duties under the present law.

In the last 2 years, Congress has enacted 2 customs simplifications
acts. I submit we are approaching a position where the Congress
needs to view the cumulative effect of the various tariff proposals some
of which effects are not immediatelly known.

If this bill were designated and titled by the name of its present
-effect, for example, it would be called the Tariff Reduction Act of
1955 and it would be much better understood and probably have no
<chance for enactment.

In one of the customs simplifications acts, the one of 1954, provision
is made for objective study of tariff rates and classifications by the
United States Tariff Commission. That report will shortly be re-
ceived. It 1s suggested that that will provide a more positive method
-of evaluation and Congress might well await it.

In the Trade Agreements Act of 1955, Congress again renewed and
adopted the principle of tariff concessions on a reciprocal basis. With-
out awaiting the effect of that act, or indeed the trade agreements
recently negotiated with Japan and Switzerland, which may have
drastically injurious effects on the domestic textile industry, Congress
i8 now asked to abandon the principle of reciprocal concessions and
make unilateral tariff reductions in unknown amounts.

A resolution recently introduced in this Congress indicates a large
number of the Senators desire some fact finding to determine what.
are the effects of recent tariff reductions. By the uncertain variable
reductions in this bill, no one can tell what the cumulative effect will
be of the recent Customs Simplification Act, the trade agreements
extension law, and the recent trade agreements. We cannot tell what
the effect will be on American industry or labor, production or em-
ployment in any State. Therefore, gentlemen, we most respectfully
submit that the time has come for the Congress to stop, look, and
listen in order to appraise the effects of these acts and trade agree-
ments, and to permit the industries and the workers affected to know
the amounts of reduction in duty which are proposed, and to give
them an opportunity to present to the Congress their views.

Such a delay will have no serious effect on foreign trade. Nearly
80 percent by value of our dutiable imports come in under specific
rates. The (‘ongress has twice, at least, refused consideration in the
Jast two customs simplification acts to adopt similar proposals as
are in section 2. No untoward results have ensued. On the contrary,
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imports continue to come in at great value and trade throughout the
free world is flourishing, even the backlog of cases about which the
Treasury Department has been complaining by their own statement
is being reduced under the simplification already effected.

Now, coming to our final major point: Much has been said about
the Antidumping Act and much of the discussion has gone on the
theory that it is an enforceable piece of legislation. My purpose now
is to demonstrate to this committee that section 5 of the bill which
merely provides against nullification of the act is not enough because
the act 1s at present for all practical purposes unenforceable.

In our Erepared statement, we have submitted proposed amend-
ments to the act to make it enforceable, but if the committee will per-
mit—I will not discuss legislative drafting now in the interest of
time—but simply will discuss some of the principles involved.

Now, the report of the Ways and Means Committee indicates Treas-
ury spokesmen feel that eﬂ}:active discouragement of the two-price
system comes from the Antidumping Act. Gentlemen, we would be
much more impressed with this statement if there could be produced
some representatives of any American industry who feel that the
Antidumping Act as it now stands on the court decisions is effective.
A study of the cases decided by the Treasury Department in recent
years will show that in only a negligible number of cases has it been

ossible to enforce the act. This is not a criticism of the Treasury
partment. This condition is due to the manner in which the Court
of Customs and Patent Appeals has construed this act. On this
problem we believe we have agreement of the Treasury Department
that clarifying amendments are needed to overcome the court decisions
which have made the act unenforceable.

In a letter from H. Chapman Rose, Assistant Secretary of the
Treasury, to Senator Eugene Millikin, dated August 5, 1954, Mr.
Rose said :

There is great difficulty under existing statute and decisions construing it, in
giving proper effect to the law in cases where the home market of the country
in which the dumping originates is to any extent restricted in the way the com-
modity is offered for sale. This subject is also being studied. It inay be that, as
a result of these studies, the Treasury will have further suggestions regarding
changes which, in its opinion, would improve the functioning of the act.

This Senate Finance Committee, in its report on the Customs Sim-
plification Act of 1954, said:

The committee recognizes that further substantive changes in the antidumping
law may be desirable, particularly in relation to price and injury definition.
The committee believes, for example, that it should be clear that injury in a
particular geographical area may be sufficient for a finding of injury under the
Antidumping Act.

Almost a year has elapsed since the Treasury recognized the great
difficulty in enforcing the act. But the Treasury has not come for-
ward with any proposal for amending the act. The need will be
tremendously increased if there is enacted a law which stimulates
dual pricing as in this case.

On the contrary, while the Treasury indicates that it will study the
act and may come back with suggestions, section 5 of this bill contem-
plates further delay of 1 year more before we can have recommenda-
tions and amendment and make the act enforcible.
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There is no doubt that amendment to the act is required. It arises
out of the fact that court decisions, as acknowledged by the Treasury,
grevent use of home market price of commodity exported to the United

tates whenever there is any kind of restriction on the use of the
commodity after sale in the home market. The result has been, to
give an example, a foreign producer of synthetic fibers, it is true of any
other commodity, can easily evade the provision of the antidumping
provision by selling goods at a high price to purchasers in the home
market or to a third country for processing, weaving, or knitting, with
some restriction against resale without processing. Whether or not
the restriction is ever enforced. the foreign producer can then sell
his goods at a lower price in this country without fear that the differ-
ential between his low price on exports to this country and his higher
price elsewhere can be considered in a dumping case. That is the
thing that is stymying the enforcement of this act.

There are 2 or 3 other things that I want to mention and I will
conclude.

The Antidumping Act employs without definition the term “fair
value” and also employs with definition the term ‘“foreign market
value.” The purpose of one of our amendments is simply to reconcile
those two words as they have been reconciled for years under court
decisions and under customs regulations. We propose to link them
together to give them the meaning they have had until this year in
customs regulations.

The Treasury Department, within the year, attempted by amend-
ment to give a new definition to fair value. But we understand that
the Treasury Department recognizes that while the fact of dumpi
may be determined on consideration of fair value, the amount o
dumping duty, which is the only effective means of enforcement, is
measured by the foreign market value.

It was the desire of this industry to secure clarifying amendments
to the Antidumping Act when the procedural amengments to the
Customs Simplification Act of 1954 were under consideration, but it
withdrew its objections to the limited character of the amendments
then proposed in the belief that the Treasury Department would
present necessary clarifying amendments.

We are disappointed to find that section 5 now contemplates delay
of another year. We urge that the bill be amended to carry into
effect the intent of the Congress when it was enacted.

We have also proposed a definition of the term “industry.” I won’t

o into it except to say that we have followed the Trade Agreements
%xtension Act of 1955 to define what an industry is and to insure
protection to multiple-product companies.

We have also proposed a simple amendment to the Antidumping
Act that is designed to remove from domestic industry the burden
of proving that dumping is the sole cause of injury and to establish
the simple test of unusef productive capacity.

Therefore, gentlemen, in conclusion, we join with those who have
suggested the elimination of section 2. We regard as even more
important whether or not Congress eliminates section 2 of the pending
bill a further amendment to section 5 of this bill to make the Anti-
dumping Act effective and enforceable and to eliminate the easy
method of evasion now afforded foreign producers through the device

’
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of restricted home market sales which may not now be considered in
dumping cases.

Gentlemen, I thank you for your attention. If you have any
questions, I will try to answer them.

The CrAmRMAN. Thank you very much, Mr. O’Brien. '~

Senator MrLLIxIN. Mr. Ehairman, if you were working at this job
from the Government standpoint, how would you simpﬁfy without
reducing tariffs?

Mr. O’Brien. Simplify—

Senator MrLLIKIN. How would you have a Customs Simplification
Act without having a tariff reduction act {

Mr. O’BreN. 1 have not considered that, Senator. I imagine it
could be done. But let me say in relation to this act specifically,
1 doubt that we have to pay the price of unknown reductions of duty
in order to simplify.

Senator MILLIKIN. I am trying to get at that very point. How can
we 1sfi?lplify without running the risk of dangers of reductions of
tariff ¢

Mr. O’BrieN. In other sections of this bill, and i1n the last two acts
that have been passed, there have been various elements relating to
customs procedure which are properly called simplification.

Frankly, Senator, I think in section 2, and in changing the basis’
of valuation, we are simply indulging in semantics to call that
simplification. It is really tariff reduction.

- Sgnator MuaixiN. 1 am asking you how can we reduce without
runniag the risk of serious reduction in tariffs?

- Mr. O’Brex. 1 don’t think you can reduce by changing the base
of valuation without running that risk, sir.

Senator MiLLIKIN. How can you have a simplification without run-
ning that risk?

]}fr. O’BrieN. You cannot if you are attempting simplification in
the field of changing valuation.

Senator MLLIKIN. I am now talking about what you think would
be the right way to simplify without running the risk of harmful
tariff reductions.

Mr. O’Brien. I don’t think it is unnecessarily complex at the mo-
ment. I think definitions of foreign-market value would simplify
enforcement, and I think we can continue under the present basis
ﬁf valuation. I don’t think simplification is needed or effective

ere.

Senator MILLIKIN. You are not impressed with the point that the
courts are cluttered with too much litigation{

Mr. O’Brien. T am not impressed.

Senator MiLLIKIN. Over the present system.

Mr. O’Brien. I am not impressed by that, Senator Millikin. When
the Assistant Secretary reports the backlog of cases is going down
and when he indicates with additional appropriation of, say, three-
quarters of a million dollars instead of a sacrifice of estimated revenue
of $6 million, they can clear up their backlog.

Senator MiLLIKIN. Your point there is that there is not as much
administrative difficulty as there purports to be?

Mr. O’BrieNn. I am taking his estimate of the cost of doing it, and
I don’t think that industry should pay the price rather than having
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the money appropriated and having these administrative officers do
their duty. .

Senator MiLLIKIN. I am not arguing with you about it. I am try-

ing to find out what you think about it.
he CaaRMAN. Would it be possible or advisable to try to transfer
some of these from the ad valorem category to the specific category{

Mr. O’Brien. Yes; of course it would be possible as an earlier wit-
ness su d. It would be a rather tremendous task.

The CaaAmRMAN. You do not advocate that ¢

Mr. O’Breen. I think that is about comparable to a complete tariff
revision ; that would take months.

I might suggest that that information along that line may be avail-
able when you have the Tariff Commission report on the study of
rates which you authorized last year.

The CHamRMAN. Thank you very much, Mr. O’Brien. You made
a very clear statement, sir.

The next witness is Mr. Vincent J. Bruno.

STATEMENT OF VINCENT J. BRUNO, WORLD TRADE DEPARTMENT,
COMMERCE & INDUSTRY ASSOCIATION OF NEW YORK, INC.

Mr. Bruno. Mr. Chairman, I am Vincent J. Bruno, manager, im-
port division, world trade department, Commerce & Imiustry ocia-
tion of New York, Inc.

The Commerce & Industry Association of New York, Inec., which
is the recognized service chamber of commerce for the New York
metropolitan area, includes within its membership well over 1,000
firms engafged directly or indirectly in the importation of goods and
materials from abroad for sale and distribution in this country.

This association, since its founding in 1897, has consistently main-
tained an interest in matters relating to United States foreign trade
and, in that connection, has supported various measures designed to
improve and simplify customs procedures, achieve a more efficient
administration of the Tariff Act, and reduce cost and effort for both
the Government and import traders.

Our association has supported customs simplification measures in
previous Congresses, and has been gratified that action was taken on
various phases of customs administration which has proved beneficial.

Deleted from the customs simplification measures of the past, how-
ever, was the proposal to eliminate “foreign value” in section 402 of
the Tariff Act, and to substitute therefor “export value” as the pri-
mar}}; basis of appraisement for ad valorem imports.

The measure before your committee at this time has as its main
feature the enactment of this proposal, and we wish to go on record
?gain in support of such an amendment to section 402 of the present

aw.

Before duties may be determined, it is necessary at present for
appraisers to ascertain both the price at which imported merchandise
is sold for home consumption, foreign value, and the price at which
it is sold for export to the United States, export value, since existing
law requires that duties be assessed on the higher of these two values,
if both exist.

Foreign value must be determined on the basis of conditions in a
foreign market. Investigations are ordered by the Treasury Depart-
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ment for this purpose, and involve visits by Treasury agents to manu-
facturers abroad, the examination of their production records,
inquiries into their pricing policies, and other questions regarding
commercial practices followed by foreign producers respecting the
sale of goods within their own countries. VFe believe such investiga-
tions create unnecessary delays and inconvenience for importers, rep-
resent an undue intrusion into foreign manufacturers’ operations, and
defeat the efficient administration of the law. Removing this un-
realistic basis of appraisement would do much to improve commercial
relations between American and foreign firms, as well as overall eco-
nomic relations between their governments. |

_ We wish to emphasize that the proposed legislation is designed
to facilitate the administration of the Tariff Act. Any incidental
effects it may have on the amount of import duties collected should
not be permitted to overshadow the desirable benefits which will accrue
to both the Government and the trade by the elimination of these
costly and time-consuming investigations to determine foreign value.

Should there be any question as to the loss of protection against
competitive foreign imports, we believe this shoulg be considered as
a separate matter by the Con . The immediate question is whether
Congress should eliminate “foreign value” and so remove a recognized
hindrance to our country’s expanded international trade.

While there are other significant features to this bill, includin
those relating to currency conversion, we feel that the elimination o
“foreign value” is the most important provision of H. R. 6040 and
justifies early and favorable committee action.

Therefore, we wish to record our support of this bill, and urge that
it be reported favorably by your committee for final enactment during
the current session of the Cfm SS.

The CuARMAN. Thank {0\1 very much, Mr. Bruno.

Are there any questions ‘

Mr. Bruno. Thank you, sir. ,

The CHAIRMAN. The committee will adjourn now until 10 o’clock
tomorrow morning.

. (By direction o%the chairman, the following are made a part of the

record :)
STATEMENT OF JAMES G. PATTON, PRESBIDENT, NATIONAL FARMERS UNION

Mr. Chairman and members of the committee, in keeping with the program
of National Farmers Union favoring extension of the Reciprocal Trade Agree-
ments Act and United States customs simplification, National Farmers Union
endorses and supports H. R. 6040.

Many United States farmers produce products which have traditionally entered
into export trade, like cotton, wheat, tobacco, hogs and other livestock, and
certain fruits. The export market for such crops is important to farmers.
We are constantly aware that it depends on low-trade barriers abroad, on
prosperity and buying power in foreign countries, and especially on foreigners’
supplies of dollars. We know, too, that one of the chief ways in which foreigners
obtain dollars is through the sale of goods and services to the citizens of the
United States and that the amount they can sell is dependent in large measure
on the simplicity and ease with which their goods can be brought into the
United States under our customs procedures. -

United States farmers sold abroad in 1951 crops from approximately 52 million
acres: farmers sold abroad in 1953 crops from about 30 million acres. The loss
of foreign markets means that the farmers’ acres involved must be shifted to
production of other crops or be taken out of production. Much more desirable
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then either of these alternatives is the continued large-scale export of United
States agricultural produce.

.The United States economy as a whole suffers unless agricultural exports are
maintained at a level commensurate with increases in domestic produ:tion.
Recent drops in farm exports have adversely affected farmers and nonfarmers
tzlike. Severe cuts in farmers’ domestic prices coupled with cuts in agricultural
exports have resulted in fewer purchases of farm machinery and consumer goods
generally. These series of events have resulted in a spiraling down of retail
sales and employment levels.

While there has been some increase in exports from fiscal 1953-54 to fiscal
1964-05, export losses from tbe fiscal years 1951-52 and 1952-53 have not been
made up.

Farm exports in 1952-53 were 31 percent below the value of such exports in
1951-52 and <0 percent below the average value of the preceding 5 years. An
increase of 4 percent in farm exports from 1952563 to 1853-54 means we still
have not accomplished much more than merely to hold steady at the reduced
export rate.

Mr. Chairman, this problem of maintaining agricultural exports is related to
the provisions of H. R. 6840 which are designed to eliminate obsolete provisions
of the customs laws and which amends the Tariff Act.

CHANGES IN METHODS OF VALUATION

. We favor the feature of the bill hefore you which revises section 402 of the
Tariff Act. The present act provides that values of all products be determined
vp the bagis of “foreign value”; which may be either the domestic wholesale
value in the exporting country or the wholesale value for exportation to the
United States, whichever is higher. H. R. 6040, as we understand it, would
eliminate the highly complicated and time-consuming procedure of determining
such “foreign value” and make “export value” the basis of value of all im-
ported items which are not duty free or are subject to spec:fi> rates.

Alternatives to the “export value”—in the event it cannot be satisfactorily
determined—setting forth the value of imported merchandise for the purpose
of the act shall be as follows:

(1) United States value.—This is the going wholesale value at which imported
merchandise is sold in the United States.

(2) Constructed value.—This means of evaluation is designed for use if all
else fails. If we understand the basis for constructed value, it is to figure cost
of production.

Each of the above means of calculating values of imports is closely related
to the export value or a realistic commercial value, if one had existed, and is a
change from the calculation of values through arbitrarily fixed minimum percent-
ages now contained in the law.

Uncertainty as to the ultimate value and the customs obligation, always present
under the present law, is eliminated. We feel that this revision of section 402
of the Tarift Act of 1930 will aid in the earning of additional dollars by foreign
cquntries from which we buy. These additional dollars will make possible
purchase of greater quantities of United States agricultural produce and indus-
trial goods for export.

DOLLAR SHORTAGE PROBLEM

We are convinced that the dollar shortage abroad is the major reason for the
sharp decline in farm exports during the 1952-53 fiscal year and feel that the
correction of the problem is greatly in the interest of United States farmers,
particularly those who grow cotton, wheat, rice, barley, tobacco, soybeans, and
certain fruits. )

EFFECT OF AGRICULTURAL IMPORTS

Major supplementary agricultural import commodities are wool, cane sugar
and molasses, oilseeds and thelr products, hides and skins, unmanufactured
tobacco, beef and beef cattle, nuts, feed grains, and cheese. “Where the quantity
imported of any of these commodities exceeds the quantity of exports, it makes
litle difference pricewise what the ratio of imports is to United States production.
No such imports would come in at all if they could not be laid down here at, or
under. the domestic United States price. In the absence of supply-diversion type
price-support program, the imported part would set the price for the entire supply
and therefore establish the market price received by United States farmers.
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The farm families who produce such commodities, therefore, have a direct and
important interest in the terms under which such imports are allowed to enter
the domestic market. For these families, the advantages gained from the ex-
portation of other farm products and of nonfarm products is general, diffused,
and indirect while the competitive nature of supplementary imports is direct
and immediate.

However, the farm families who produce those commodities that must compete
with imported supplies also share in whatever advantages accrue to citizens
generally from an intelligent foreign policy and from whatever general advan-
tages they gain as consumers and as buyers of production items from inereased
importation of low-cost manufactured commodities and nonagricultural raw
materials.

CUBRRENCY COVERTIBILITY

H. R. 6040 amends the Tariff Act of 1930 to provide the buying rates of foreign
currencies certified by the Federal Reserve Bank of New York on the first
day of any quarter will be used for that entire quarter, unless such rate varies
5 percent or more from the first certified rate for that particular quarter.

National Farmers Union approves this provision as we believe it will result in
greater ease and speed of administration. It is understood that the change
would aid materially collectors who have heretofore spent more time than con-
sidered necessary in maintaining a current daily certified rate list.

Mr. Chairman, National Farmers Union supported the bill to simplify customs
procedures passed by the House in 1953. While there are some minor changes
between H. R. 6040 and the bill passed in 1953, we believe that the same benefits
to farmers and to the Nation generally would accrue. While we have not made
a detailed study of the differences, we believe them to be clarifications of and
improvements in the previous similar bill passed by the House. For example,
we strongly favor the addition of the new subsection (g) in section 402, which
provides for review of transactions between related companies.

INTERNATIONAL RAW MATERIALS RESERVE

Higher farm family living standards in all nations, including our own, are
dependent upon expanded international trade in farm commodities and other
raw materials. The United States generally is becoming increasingly dependent
upon foreign sources for low-cost essential industrial raw materials. It is
ordinary commonsense for each of the various nations to expend its greatest
efforts in producing those sorts of goods they can produce at greatest efficiency,
and the domestic surplus of which they can exchange for those commodities pro-
duced more efficiently in surplus in other nations.

Pending the time when the democratic nations of the world can come together
in solid economic union, it would seem desirable to establish an interim agency
to develop and operate an International Raw Materials Reserve.

This agency would be charged with the responsibility to prevent extreme
flluctuations in prices of agricultural commodities and other raw materials in
the international market ; to encourage expanding production to meet the world’s
pressing need for increased supplies of food, fiber, and other raw materials; to
make available foodstuffs in circumstances of famine; to absorb temporary mar-
ket surpluses; and through use of national currencies involved, to make self-
liquidating loans through appropriate international lending agencies for economic
development, as well as for the purchase, in food, fiber, and merchandise import-
ing countries, of raw materials needed in food and merchandise exporting
countries.

I urge the members of this committee to give this suggestion careful study with
a view to introducing and helping to bring about the enactment of a joint resolu-
tion of the Congress directing the executive branch of the Government to initiate
negotiations, through the United Nations or otherwise, to establish an Interna-
tional Raw Materials Reserve. Resolutions introduced in both the House and
Senate would make possible negotiations for the purpose of preparing a specific
plan to be presented to the Congress for approval.

INTERNATIONAL WHEAT AGREEMENT

A simflar mechanism for conducting consciously directed, democratically con-
trolled international economic planning is the International Wheat Agreement.
I am relieved and gratified that this agreement was renegotiated in 1958. Na-
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tional Farmers Union supports its renewal when it expires next year. Along
with the successful establishment of an International Food Reserve or an Inter-
national Raw Materials Reserve of the type I have just suggested, the renewal
of the International Wheat Agreement and the development of other international
commodity agreements are essential to the continued stability of the United
States wheat industry and of the economic opportunities of farm families who
produce wheat and export and import farm commodities.

Mr. Chairman, National Farmers Union testified on January 21, 1955, on the
Trade Agreements Extension Act of 1955. We supported it as another negotia-
tion type of consciously directed international economic cooperation that should
be encouraged.

Just as we supported the Trade Agreements Extension Act, we support H. R.
6040. However, we do not believe that tariff elimination or custom simplification
as such by unilateral action of the United States is the complete answer to the
solution of foreign-trade problems with which we are faced.

We do not believe that United States farmers who produce for export or who
produce commodities that must compete with imports should be asked to bear
the full cost, respecting this production, of an intelligent United States foreign
policy. 1 accord the same right and privilege to other domestic raw material
and industrial producers. The benefits of better international economic coopera-
tion accrue to all people and the cost involved should be borne by all the people.
This means that in the case of both exports and imports, programs and policies
should be established, as in the case of the International Wheat Agreement, to
spread the costs to all the people instead of putting all the costs directly on the
small number of producers concerned.

With respect to such measures, there is always a clear-cut choice of how the
" cost is to be spread to all the people. By some methods the cost is spread to all
in their capacities as consumers and they pay the bill in increased retail prices
of the things they buy in relation to the quantities of such purchases.

By other methods the cost is spread to all the people in their capacities as
taxpayers and they pay in accordance with the ability-to-pay principle incorpo-
rated in the Federal personal and corporate income and excise tax schedules.
This is the method followed in connection with United States operation of the
International Wheat Agreement. '

As a general principle, Mr. Chairman, I urge you to accept the proposition
that no United States farmer or other producer whom we expect to remain in
production, be required to produce for export or to meet the competition of im-
ports at any price less than the full parity price.

There are probably some industries in which the entire United States need
and demand can be met continuously and safely through complete dependence
on imports. In such cases, I recommend that the injured domestie industry be
helped to make adjustments by means other than excluding imports, such as
through extension of unemployment insurance, assistance in retraining work-
ers, conversion to other lines and outright purchase, where required.

May I hasten to add that I know of no domestically produced agricultural
commodity to which this applies.

In all other cases, programs and policies affecting imports and exports should
be designed to provide full parity returns to domestic producers in ways that
will be consistent with minimum hindrance to international trade and economic
caoperation, and preferably by methods that will spread the temporary costs of
the adjustments to all the people in accordance with ability to pay rather than
through increased retail prices to consumers.

TARIFFS ON RAW MATERIALS OTRER THAN FOOD AND FIBER

The situation with respect to tariffs on metals, minerals, petroleum, and other
raw materials except food and filber products is a special case in point. These
materials are irreplaceable natural resources, which are destroyed in a single
use and cannot be maintained or increased. In a troubled world it makes a great
deal of sense to make as little inroad as possible on our natural supply of such
materials. From a purely selfish national viewpoint, it would be better to import
a maximum of such materials while conserving the supply within our own
boundaries. However, within the framework of international economic co-
operation, the wiser course would seem to be the establishmeut of a balanced
drain on natural irreplaceable resources of the different countries.

Establishment of the International Raw Materials Reserve would be ad-
mirable for this task. In the absence of such an international agency, it would
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seem desirable to combine a United States national stockpiling programn with the
reduction and ultimate elimination of import duties and restrictions on metals,
minerals, and petroleum, with a domestic program that will protect the legiti-
mate interests of domestic producers.

PEACE, PROSPERITY, AND DEMOCRACY

Farm people share with all other citizens a broad interest in promoting in-
creased domestic and democratic world production and economic expansion, de-
velopment, and maintenance in all countries, including our own, of high levels
of employment and real income and the creation of economic conditions conducive
to world peace. It is a matter of commonsense to realize (1) that everybody
would be better off if we would produce and distribute more goods and services
in the most economical manner possible in terms of manpower and resources,
and (2) that people all over the world have common aspirations, needs, and
vested interests similar to our own.

In terms of the total economy of the free world, this means that each country
should put its resources and people to producing what it can most efliciently in
excess of its own needs and trading that excess for the excess of goods produced
more efficiently by other countries. In this way the total goods and services
produced by the countries of the free world will be at a maximum.

National Farmers Union urges the enactment of H. R. 6040 as a step toward
such a goal.

PERTINENT PARAGRAPHS FROM NATIONAIL FARMERS UNION PROGRAM

Policies and objectives outlined in this statement are the outgrowth of demo-
cratically considered and determined policies of National Farmers Union. In-
this connection, pertinent paragraphs from the National Farmers Union program
are being made a part of this statement for study and consideration by the com-
mittee.

World affairs

Farmers Union will continue to strive for the earliest possible attainment of
a democratic world brotherhood of nations living at peace with one another in
a United Nations that derives its just governmental powers directly from the
people of the world and that provides the basis and opportunity for constantly
increased production and improved living standards. '

The United States should give steadfast and increasing support to the United
Nations as a place where differences between nations can be settled by demo-
cratic processes of conciliation, arbitration, and negotiation. We shall give full
support to the rapid development of stronger international agencies and to
democratic regional and functional groupings and unions of nations consistent
with the United Nations Charter and the Constitution of the United States.

United States foreign policy

The trend of world events has thrust the responsibility of world leadership on
the United States. We reaffirm our support of United States efforts to assist
in the expansion and strengthening of the productive capacity and living stand-
ards of democratic nations. We emphasize the great importance and decisive
role that abundant United States food production can play in the implementation
of these policies. In many areas better nutrition for low-income people can be
more potent than weapons of war. United States and United Nations programs
of economic and technical assistance should be established separately from
military programs. Until such time as a world brotherhood is fully established,
we assert, also, the responsibility of a free democratic nation to protect itself
and, through the United Nations, protect weaker nations against aggression.

Bzpanding economy of abundance

We assert our conviction that our aims and aspirations can only be attained
in an expanding full employment economy.

International I'ood and Raw Materials Reserve

We urge establishment of an international agency to perform the following
functions:

(a) Prevent extreme price fluctuations in the international markets for food
and other raw materials and encourage expanding production in order to meet
the world’s increasing foodstuff and other raw material needs, both in terms
of raising existing per person consumption and of future increased population;
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(b) Maintain gainful employment not only in agricultural production, but also
in those industries supplying agriculture and engaged in the processing and
distribution of agricultuval products and other raw materials;

(¢) Absorb temporary market surpluses of food and other raw materials;

(@) Prevent famine and starvation; and

(e) Provide for a self-financing operation through the orderly international
exchange of raw materials and through the development of an international
program of loans for raw material development, and for corollary economic
development.

International commodily agreements

The International Raw Materials Reserve should be buttressed and coupled
with additional international commodity agreements similar to the International
Wheat Agreement.

We urge the extension of the International Wheat Agreement, when it expires,
on a basis adapted to current conditions and related to an international farm
parity index.

Ezpanded use of abundant United Statcs farm production for promotion of
peace

We urge immediate steps by the United States to make fullest possible use
of abundant United States farm production to further the aims of United States
foreign policy through establishment in Foreign Operations Administration of
a farm trading post to be used as the operating arm of the United States Govern-
ment to promote— -

(a) The sale, barter or loan of United States farm commodities for dollars,
local currencies, or other commodities at the world price or below or as a dona-
tion to friendly foreign nations and to friendly peoples to promote economic
development, to relieve famine and other emergencies and to relieve starvation
and nakedness.

(b) Foreign sale of exports at the world price through regular channels of
trade, if possible, and preferably in connection with international commodity
agreements. The difference between world price and the domestic support price
would be made up by the United States Treasury, preferably by means of parity
payments to producers, or if that is not done, through export subsidies.

(c) Use donations of United States food to promote development of vocational
training schools and other activities that will increase productive ability of the
country involved.

(d) Use, to the fullest extent possible, the voluntary foreign relief organiza-
tions so that United States food will actually reach those who need it, rather than
those who could purchase it normally.

“Supplementary” or “competing” imports of farm products

- Respecting imports of farm commodities that compete with domestic farm
production, we favor adoption of policies that will give United States consumers
an adequate supply at a fair price, preferably in connection with negotiated
international commodity agreements, with provisions for protecting 100 percent
parity returns to family farmers. If this can be done in no better way, we
shall support an automatic flexible tariff that will eliminate imports at prices
less than 100 percent of parity.

Cost to be charged to forcign policy

We are convinced that when American food and fiber are used to promote
the aims of national policy, consumption expansion, civilian defense, national
security, or United States foreign policy, the costs of such programs should be
charged to those appropriations and not to farmers and farm prograins.

Foreign policy to promote permanent peace

There are today two major obstacles to the attainment of true world brother-
hood and permanent peace. One is the continued existence throughout the world
of colonialism and other uncorrected and indefensible evils which provide the
seedbed for agitation, uprising, and revolt. The other is the fact that the rulers
of the Soviet Union, instead of cooperating to end these conditions under free
government, have revealed imperialistic world aims and a determination to
exploit every wrong for their own imperialistic purposes. We must work to
ease and ultimately to end starvation, exploitation, feudalism, dictatorships,
budlgmd tenure systems, discrimination, and all other injustices and threats to
world peace.
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Universal disarmament

- We are convinced that the United States, while assisting and encouraging de-
velopment of free world defensive strength, should take world leadership in
trying to work out a foolproof means to universal disarmament including definite
assurance of being able to become forewarned of breaches of disarmament
agreements.

International couwrt of justice and police force

We favor participation of the United States in an international court with
an international police force with sufficient power to prevent aggression and
bring the aggressors to trial.

United Nations

We urge full United States support of the United Nations and the specialized
agencies such as the Food and Agricultural Organizations and World Health
Organization. To that end we will support full appropriation of United States
contributions to the support of these international agencies.

Democratio world economic union

Solution of the fundamental problems of our time requires the earliest pos-
sible establishment of an economic union of the democratic nations consistent
with the United States Declaration of Independence and the Constitution and
its Bill of Rights. Any nation that will accept democratic principles, conduct
free democratic elections, and abide by the laws enacted by the governing body
of such a union should be eligible for membership. These laws would direct
the administrative agencies of the union to establish and carry out programs
to vastly speed up economic development and improved productivity of human
labor and land and water resources; and to eliminate progress-retarding and
opportunity-denying legal and institutional arrangements.

Economic development

We reaffirm our support for United States efforts to assist in the develonment
of a coordinated program of aid to relieve hunger and suffering, and for
expansion and strengthening of the national economies of the democratic nations
in ways that will not destroy the principle of self-determination of people.
The United States should help these nations to develop economic conditions
that will—

(a) Create an international community of economic effort for common pur-
poses, avoiding the extremes of either forcing unwanted policies on others.
as a condition of our help, or of undertaking actions ourselves in the absence
of appropriate efforts in the countries that participate;

(3) Promote material well-being and allow employment, production, trade,
and investment in ways that will enrich human life and eliminate economic
weaknesses that threaten political stability and invite totalitarian imperialism ;

(e) Afford all democratic nations increasing opportunities for economic growth
and improving standards of living in ways that will operate so that economic:
gains are distributed equitably within countries; and

(d) Attract peoples and governments toward the democratic system of political
freedom.

To attain these objectives we support continued international economic negoti-
ation; increased United States contributions to the specialized agencies, such
as the Food and Agriculture Organization, and expansion of United States
foreign economic assistance and of the program by which our advanced tech-
nological knowledge and farm know-how is made available to other nations
to assist them to increase the efficiency of production and marketing and to
improve their agricultural land-tenure systems, eliminate colonialism, and re-
form economic and social structures.

Industrial imports and exports

We see no reason why other domestic producers of exported and imported
commodities should not be accorded the same treatment we have recommended
in the farm sphere. We feel that in certain instances, particularly in case of’
metals, minerals, petroleum, and other irreplaceable natural resources, it would
be better public policy for the Government to buy up and preserve the reserves
and capital investment of domestic private owners and allow imports to come-
in unrestricted.
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United States Customs simplification and extension of Reciprocal Trade Agree-
ments Act

We favor further simplification of customs procedures and negotiated tariff
reduction consistent with the principles enumerated above.

International Federation of Agricultural Producers

We support the continued membership of National Farmers Union in the
International Federation of Agricultural Producers, an international organiza-
tion of national farm organizations.

BurrougHs WELLCOME & Co. (U. S. A.), INc,
Tuckahoe, N. Y., July §, 1955.
Hon.“Harry F. BYRD,
Chairman, Senate Finance Committee,
Washington, D. C.

Dear SENAT0R BYrRDp: We note that H. R. 6040, the Customs Simplification Act
of 1955, passed the House last week and will now be taken under consideration
by the Senate Finance Committee.

We urge your favorable consideration of this bill for the reason that it proposes
to eliminate “foreign value” and substitute “export value” as the primary basis
for customs appraisement.

You may be interested in the following instance in which the present law works
to the disadvantage of the American consumer of drugs. This company imports
from its English parent bulk ergonovine maleate. We supply this drug widely,
both in tablets and injectable form, for hospital use in obstetrical control of post-
partum hemorrhage and in assisting involution of the uterus. Naturally, in pur-
chasing the bulk drug in quantity from our English parent company we pay a
lower price than do British users who purchase the drug in finished tablet or
injectable form in 1-gram packings. Yet, because our English parent company
does not offer the drug in bulk to British purchasers, our United States Customs
authorities feel obliged to assess duty on the basis of the home-consumption price
of the 1-gram packing sold to British users. The result is that we pay a substan-
tially higher duty which is based upon a price not logically related to the bulk-
purchase price of the drug. Ultimately it is the United States consumer who
suffers from such an unrealistic assessment.

We trust that this specific example will indicate the need for amendment of the
foreign-value provision of our customs law.

Sincerely yours,
WoriaM F. DowLiNg, Jr., Secretary.

S. Stroock & Co., INC.,
Nciw York,N. Y., July 6, 1955.
Hon. H. F. BYRD,
Chairmdn, Senate Finance Committee,
Senate Ofice Building,
Washington, D. C.

DEAR SENATOR BYRD : Relative to the consideration by your committee of H. R.
0040, the proposed customs simplification bill of 1955, we wish respectfully to go
-on record with our strong objection to section 2 of the bill.

Our company is an established manufacturer of wool textiles. The textile
industry for the past few years has been in a depressed condition. Recently, the
Trade Agreements Extension Act authorized a substantial tariff reduction on
imported wool textiles. The large-scale competition of foreign imports in the
textile field, as a result of this reduction, has posed a serious threat to our in-
dustry, already in a financially weakened condition. We are already face to
face with the greatest difficulty in competing with goods manufactured by
cheap foreign labor. Now comes the proposed customs simplification bill, the
net effect of which would be to allow a further tariff cut on imported wool tex-
tiles and other fabrics. We, as well as other companies similarly situated, are
not in a position to compete against the favored treatment which will be ac-
corded to these imports.

We are cognizant of the fact that an amendment was written into the pro-
posed customs simplification bill to cope with the problem of dumping. How-
ever, the antidumping review, under the terms of the act, does not go into effect
until 1 year after its enactment. By that time the market can be so flooded with
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fmports as to cause irreparable injury to textile firms, particularly those in the
wool textile field. The impact of such a circumstance, in the light of poor
business conditions already existing in the industry, would be catastrophic.

We have no quarrel with customs simplification as such. What we do object
to are further tariff reductions in the guise of customs simplification, as con-
tained in section 2 of the bill. It seems to us that a simplified Customs Act can be
legislated without adversely affecting whatever tariff protection now exists
in favor of domestic textile manufacturers.

We respectfully urge that section 2 as it now exists in the proposed bill be
deleted or be redrafted in such a way that no further tariff reduction is ac-
corded to imported textiles.

Sincerely yours,
ELsie M. MURPHY, President

DisTtrICT 50,
UNITED MINE WORKERS OF AMERICA,
Locar No. 12075,

Midland, Mich., July 1, 1955.

Senator HArry F. BYRbD,
Chairman Senate Finance Committee,

Senate Office Building,
Washington, D. C.
Drar SENATOR BYRD: Resolution of Local 12075, District 50, United Mine
Workers of America, 321 8. Saginaw Rd., Midland, Mich., while assembled in
their regular meeting on June 21, 1955

“Whereas the President of the United States has promised that any tariff
reductions be gradual, selective, and reciprocal, and that no American industry
will be placed in jeopardy by the administration of H. R. 1, extending the Trade
Agreewments Act, and whereas H. R. 6040, the Customs Simplification Act of 1955,
is a part of a determined campaign to liberalize world trade by lowering United

States tariffs which is neither gradual, selective, nor recprocal.
“Resolved, That the Senators and Representatives from the State of Michigan
be urged. to use every effort to, discourage consideration of H. R, 6040.” -
Sincerely yours,

CapL J. MITCHELL,
President.
JoHN B. SOHLOTTER,
Chairman, Legislative Committee.

STATEMENT oF C. P. McFaApDEN, RUBBER FooTWEAR DIvisioN, RUBBER
MANUFACTURERS, ASSSOCIATION, INC.

Gentlemen, you have before you for consideration, H. R. 6040 known as The
Customs Simplification Act of 19355. This is the latest in the line of such bills
introduced in Congress over the past several years proposing radical changes
in customs procedures.

The members of the rubber footwear division of our association have vigorously
opposed the bills that have been presented in the past and with the same vigor
they oppose H. R. 6040. Their opposition is centered on the provisions of section 2
of the bill. ‘

It is their contention that this bill, like its -predecessors, is not truly a simpli-
fication bill, but is actually a bill to reduce tariffs. In this they have the sup-
port of the Treasury Department which admits that H. R. 6040 will bring about
a reduction in the duties paid on certain imports.

Our members accept this general conclusion of the Treasury Department’s
report which was submitted to the House Ways and Means Committee by the
Honorable H. Chapman Rose, Assistant Secretary of the Treasury, when this
measure was before that committee. But, they do not agree that the cuts that
will result are as insignificant as the Treasury Department contends. They
respectfully refer your attention to the statement on their behalf appearing on
page 124 of the report of the Ways and Means Committee hearings.

The members of our rubber footware division manufacture both waterproof
rubber footwear and rubber-soled fabric footwear. Duties on both these have
been drastically cut under the reciprocal trade program. This industry has
suffered and will suffer further under these reductions. Further cuts in duties
on competitive products would be grossly unfair.
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While the members of our rubber footwear division are sympathetic with the
desire of Congress to simplify customs procedure, they respectfully urge you to
reject H. R. 6040, because:

1. It does not slmpllfy and

2. It does cut import duties, piling additional burdens on domestic industries
who must complete with imports from low-wage producers abroad.

MEMBERS OF THE RUBBER FOOTWEAR DIVISION, THE RUBBER MANUFACTURERS
ABSOCIATION, INC.

Bata Shoe Co., Inc., Belcamp, Md.

Bristol Manufacturing Co., Bristol, R. 1.

Cambridge Rubber Co., Cambridge, Mass.

Converse Rubber Co., Malden, Mass.

Endicott Johnson Corp., Johnson City, N. Y.

Goodyear Footwear Corp., Providence, R. 1.

Goodyear Rubber Co., Middletown, Conn.

Hood Rubber Co., Watertown, Mass., division, B. F. Goodrich Co.
La Crosse Rubber Mills Co., La Crosse, Wis.

Mishawaka Rubber and Woolen Manufacturing Co., Mishawaka, Ind.
Servus Rubber Co., Rock Island, IIl.

Tingley Rubber Co., Rahway, N. J.

Tyer Rubber Co., Andover, Mass.

United States Rubber Co., New York, N. Y.

NeEw Yorg, N. Y., July 7, 1955.
SENATE FINANCE COM MITTEE,
Senate Office Building, Washington, D. C.:

We strongly urge the defeat of H. R. 6040, Customs Simplification Act, par-
ticularly as it applies to radical changes in methods of calculating import value
which would reduce tariff duties on thousands of product entries and would
encourage exporters to dump merchandise into this country by establishing
export values lower than foreign values.

The proposed H. R. 6040 would also nullify any opportunity for recourse under
Antidumping Act. Urge continuance in force of present section 402 of Tariff
Act of 1930.

THE FELT ASSOCIATION.

. Monsanto CHEMICAL Co.,
: o St. Louis, Mo., July 6, 1955.
The CHAIBMAN, SENATE FINANCE COMMITTEE,
Senate Office Building, Washington, D. C.

DEAR Sir: This memorandum is submitted for inclusion in the record of pro-
ceedings of public hearings on H. R. 6040 to be held by your committee begin-
ning July 6, 19565, and is in lieu of an appearance at these hearings.

Monsanto Chemical Co. strongly opposes enactment of the valuation provi-
sions proposed in section 2 of H. R. 6040. It is the company's studied opinion
that the primary purpose and effect of these provisions is to reduce tariffs. The
Treasury Department has publicly reported the fact that practically all of the
changes in value which would occur under the proposed law would be reductions.
The obvious result would be lower assessed duties. We submit that such tariff
reductions are beyond the proper scope of legislation purporting to simplify
customs procedures.

Such tariff reductions, furthermore, would be arbitrary and across-the-board
cuts imposed without benefit of any reciprocity from foreign governments, and
thus would be contrary to the President’s pledged policy of “gradual,” ‘selec-
tive,” and “reciprocal” tariff action.

The valuation provisions of this bill would bring about an estimated reduction
of 8 to 16 percent in the appraised value of half of our country’s organic chemi-
cal imports. The total effect on all organic chemical imports other than those
dutiable in paragraphs 27 and 28 would be an estimated reduction of 4 to 10
percent in appraised value.

The lower duties which would follow these reduced valuations would put
downward pressures on the price schedules of more than 50 products and product
categories manufactured and sold by Monsanto here in competition with foreign
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producers. Tariffs on practically all of these chemicals have been reduced 50
percent or more under the Trade Agreements Act, and H. R. 1, just enacted,
authorizes further substantial reductions in their tariffs.

A caveat calling for “full consideration” of H. R. 6040’s tariff reductions in
lubse_quent executive action on tariffs does not adequately cover the bill’s trans-
gression of purpose. Rather, H. R. 6040 should restrict itself to those changes
in valuation procedure which would eliminate customs delays but which would
not lead to lower assessed values than those obtained under present methods
of valuation.

_Fm:ther, the abandonment of foreign value as a basis for appraisal cannot
sxmphf_y customs procedure measurably because the Treasury Department intends
to continue to obtain information as to the foreign value of imports. The Secre-
tary of the Treasury, in a letter to the chairman of the House Ways and Means
Committee quoted in that committee’s report on H. R. 6040, said that “it is the
firm intention of the Bureau of Customs and the Treasury Department to continue
to require foreign value information on imports for antidumping investigations.”

By abandoning foreign value in favor of export value, H. R. 6040 would permit
the use of invoice value as the basis for import valuation. Obviously, invoice
value could be manipulated by foreign exporters to result in lower duties on
their merchandise. Even without such manipulation, however, invoice value
cannot be construed to be a fair commercial value on imported merchandise.
It too frequently can reflect the exporter’s strong desire for very negotiable
dollar credits, or his willingness to undersell for purposes of strategically dis-
placing a like kind and quantity of domestic goods in the American market.

Export value computed as provided for in H. R. 6040, rather than being based
on invoice value, still would fail to reflect a true commercial value for imported
merchandise. The fact that export value is influenced by the competitive condi-
tions in world markets is borne out by a study of organic chemical imports
conpiled in 1954 by the Foreign Trade Division of the Bureau of the Census.
In this study, based on a Treasury Department sampling of organic chemical
imports during 1952, a comparison was made between the appraised foreign
value of 31 organic chemical imports and their export value as it would be
computed under provisions such as those of H. R. 6040. It showed that foreign
value exceeded export value by an average 12.1 percent. Based on this study,
the elimination of foreign value alone would have the effect of reducing tariffs
12.1 percent on more than half of the United States’ organic chemical imports.

Abandonment of foreign value as a basis for customs valuation would result
in an automatic and substantial increase in dumping by foreign producers. The
Antidumping Act provides a special dumping duty “* * * if the purchase price
or the exporter’s sales price is less than the foreign market value (or in the
absence of such value, than the cost of production).” Each future instance of
valuation based on an export value lower than foreign value could become a case
for antidumping action under that act. Far from simplifying customs procedures,
this fact would complicate them extremely.

Further hidden tariff reductions would result from the changed definition of
“usual wholesale quantities” embodied in H. R. 6040. By defining this as the
quantity in which the greatest aggregate volume of the merchandise is sold, the
bill would base valuation on prices lower, because of quantity discount, than
that price at which the usual transactions in such merchandise take place. Thus,
in the determination of either export value or United States value, this provision
could operate to bring the appraised value on a particular consignment lower
than its actual invoice value. We have pointed out earlier that invoice value
frequently is lower than export value which, in turn, is consistently lower than
foreign value as appraised under existing law.

It should be noted, too, that the proposed new definition of ‘‘usual wholesale
quantities” in H. R. 6040 conforms closely to article VIIL, 2 (b) of the General
Agreements on Tariffs and Trade (GATT) which provides that: “To the extent
to which the price of such or like merchandise is governed by the quantity in a
particular transaction, the price to be considered should uniformly be related
to either (i) comparable quantities, or (ii) quantities not less favorable to im-
porters than those in which the greater volume of the merchandise is sold in
the trade between the countries of exportation and importation.”

Thus, there appears to be an attempt here to alter the body of existing law to
conform to an international executive agreement that lacks the approval of Con-
gress or the status of treaty. We participate in GATT only to the extent that
its provisions do not contravene our existing law. It is a dangerous course of
action to amend existing law to make it conform to such a provisional agreement.
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The vagueness of terms in H. R. 6040’s provisions for arriving at United States
value and constructed value would complicate rather than simplify customs pro-
cedure, and also would permit a too hasty or haphazard arrival at “usual”
commissions, profit and general expenses or ‘‘usually reflected” general expenses
and profits.

In summary, Monsanto Chemical Co. strongly urges that section 2 of H. R. 6040
be amended to retain the following provisions of the present law :

(a) Foreign value as a basis for assessed valuation ;

(d) The definition of ‘“usual wholesale quantities’ ;

(0) The procedure for determining United States value; and

(d) The procedure for arriving at cost of production.

In this way, H. R. 6040 will effect important customs simplifications in line-
with the President’s desires. At the same time, it will remain within its proper
purpose of customs simplification without subjecting domestic industry, and
especially the organic chemical industry, to damaging imports through hidden
but effective tariff reductions.

Sincerely yours,
EpwiIN J. PurzeELL, Jr., Secretary.

MuNro Kincaip MorTLA, INC.,
Boston, Mass., July 6, 1955..
Hon. GFORGE A. SMATHERS,
United States SBenator,
Senate Office Building, Washington, D. C.

DEAR SENATOR SMATHERS: Referring to H. R. 6040, the customs bill. I sin-
eerely hope that you will strongly oppose section 2 of this bill because it would
permit tariff cuts under the guise of customs simplification. I believe section 2
would arbitrarily and indiscriminately cut United States tariffs without previous
notice to, or safeguards for, domestic producers. No peril points would be
fixed for these cuts. Therefore, I hope you will work for the deletion of section
2 of H. R. 6040.

Woolen and worsted imports, particularly from Great Britain, are seriously
hurting our domestic industry. For the fifth successive month British woolen
exports to the United States showed substantial gains in the month of May,
rising by almost one-third over May 1954. Our mills and labor could use the
domestic business that these imports have displaced and it would also make for
a higher consumption of domestic wool. I sincerely hope that you will do-
everything in your power to stop the increase of these imports.

Sincerely yours,
Huer MUNRO, President._

AMERICAN FABRIC GLOVE ASSBOCIATES.
Gloversville, N. Y., July 1, 1955.
Hon. HArrY FLOOD BYRD,
Chairman, Senate Finance Committee,
Washington, D. O.

My DEAR CHAIRMAN BYRD: The proposed legislation to simplify customs pro-
cedure under H. R. 6040 appears to have much merit, and the elimination of
provisions which have become obsolete is certainly a forward step.

We do, however, direct our objections, both generally and specifically, to sec-
tion 2 of the bill for the following reasons:

Generally speaking, we are now faced with certain tariff reductions that may
be forthcoming as the result of the Japanese trade agreements and any further
reductions compounded on those as a result of H. R. 1, plus those that may be
gained under H. R. 6040, which will be very harmful and dangerous to the
induHstrI};: 1tl‘hese facts were pointed out to your committee during hearings
on H. .

Specifically, it is our opinion that section 2 opens up the door for dumping
and is contrary to the Antidumping Act. To eliminate foreign value as the
basis of valuation for customs and rely solely on export value opens up, as you
know, too many occasions for error, fraud, and dumping.
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We strngly suggest and urge that you and your committee leave in the new
law the words “foreign value” and “export value” as a determining factor for
duty classification and as a definite aid to the customs offices.

Very truly yours,

JaMEs H. Casey, Jr.

CHAMBER OF COMMEROE OF GREATER PHILADELPHIA, .
Philadelphia, Pa., June. 24, 1956.
Hon. Hagrry F. Bysp,

Chairman, Committee on Finance, United States Senate,
Senate Office Building, Washington 25, D. C.

Dear SENATOR BYRD: The Chamber of Commerce of Greater Philadelphia,
representing over 1,600 business firms in an 1l-county area within the States
of Delaware, New Jersey, and Pennsylvania, desires to be placed on record as
endorsing, in principle, H. R. 6040, the Customs Simplification Act of 1955.

An effective means of expediting the valuation of import shipments is most
desirable, as well as a means of eliminating the expensive valuation investiga-
tions of import shipments that have been so prevalent in the past. We believe
these objectives can be fulfilled through passage of H. R. 6040, although we were
concerned with the rather loose phraseology of the original bill. This was par-
ticularly true with respect to the definition of “export value,” which might in-
vite dumping practices as worded in that bill.

We realize the bill was subsequently amended to safeguard against dumping
practices. Nevertheless, we suggest that consideration be given as to how the
language of the bill may be further improved in this regard, without effecting
the stated purpose, and with this in mind, we urge your support of H. R. 6040.

We would appreciate having these views incorporated in the proceedings on
the bill before your committee,

Very truly yours,
WALTER P. MILLER, Jr.,, President.

Sanpoz CHEMICAL WORKS, INO.,
New York, N. Y.. June 27, 1955.
Re amendment to H. R. 6040.
Hon. HARrY Froop BYRb,
Chairman, Committee on Finance,
United States Senate, Washington, D. C.

Sik: Sandoz (Chemical Works, Inc., are importers and domestic manufaeturers
of coal-tar dyes, coal-tar intermediates, textile aunxiliaries, and pharmaceuticals,
with offices at 61 Van Dam Street, New ¥ork, N. Y., and plants at Fair Lawn,
N. J.. and Hanover, N. J. This concern has imported for upward of 30 years
from Switzerland coal-tar dyes, coal-tar intermediates, and textile auxiliaries
of coal-tar derivation,

Paragraphs 27 and 28 of the Tariff Act of 1930 cover coal-tar products and
provide that if these products are competitive with domestic coal-tar products,
the ad valorem rate of duty provided for therein is assessed on the American
selling price, and if noncompetitive, on the United States value. American
‘selling price is defined in section 402 of the Tariff Act of 1930 as the price at
which a comparable domestic product is freely offered for sale for consumption
in the United States to all purchasers in the usual wholesale quantities. United
States value is defined in that section as the price at which the imported product
is freely offered for sale in the principal inarkets of the United States in the
usual wholesale quantities, less not to exceed 8 percent for profit, less not to
exceed 8 percent for general expenses, less duty, less cost of transportation and
insurance and other necessary expenses from the place of shipment to the place
of delivery.

The dtgy assessed on coal-tar product on the basis of American selling price
is invariably two or more times the duty assessed on the basis of United States
value. There is always a rigk in the importations of coal-tar products which
have been previously regarded as noncompetitive. There should be incorporated
in paragraph 27 and paragraph 28 a provision for a period of grace from the
time that an article is considered competitive before there is an assessment of
the ad valorem rate of duty on the American selling price. Due to this fact,
very frequently importers of coal-tar products are penalized. In the event that
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between the date-of the placing of the order of an importation of a noncompetitive
protluct from abroad and the date of the exportation of that preduct, if it has
become competitive in the meantime, the ad valorem rate of duty will be assessed
on the American selling price, with a consequent increase of approximately 100
percent of duty. It very frequently happens that 1 month to 3 months may
elapse between the date of the order and the date of the exportation of a coal-tar
product. The importer has taken an order to import a coal-tar product at a
price which includes the rate of duty based upon the United States value. If,
on the date of expertation, this product has become competitive, he will be foreed
to pay the ad valorem rate of duty on the American selling price which will
materially increase his cost. Having sold the coal-tar product at a price
including a much lower rate of duty, he will be compelled to sell it at a loss.
In order to alleviate this situation with the consequent penalties paid by im-
porters, we suggest that there be added to subparagraph (d) of paragraphs 27
and 28 of the Tariff Act of 1930 the following phraseology or similar phraseology :

“Provided, That the ad valorem rate of duty based on the American selling
price shall not be assessed on any imported coal-tar product considered com-
petitive until ninety days subsequent to the inclusion of such imported coal-tar
product in a public list promulgated by the Secretary of the Treasury.”

In accordance with the provisions of paragraph 28 (d) of the Tariff Act of
1930, an imported coal-tar product is comnpetitive if it accomplishes results sub-
stantially equal to the domestic product when used in substantially the same
manner. Therefore, the domestic product is the standard for comparison.
The imported product may be far superior to the domestic produet, and if a
dye, used on different fibers, but nevertheless, will have to pay duty on the
American selling price of the domestic inferior coal-tar product. Today there
are many man-made fibers which are replacing natural fibers, such as rayon,
nylon, dacron, orlon, etc. There are new dyes being produced especially for
dyeing these man-made fibers since the present dyes will not satisfactorily dye
these fibers. Notwithstanding this fact, these new dyes are made competitive
with the domestic old dyes which will not satisfactorily dye these new man-made
fibers. Consequently, the domestic textile industry must either pay the increased
duties predicated on the American selling price of the old dyes, or not dye the
new man-made fibers. This situation stifles progress and handicaps the domestic
textile industry in its competition with the foreign textile industries in export
markets.

The definition in paragraph 28 (d) of the Tariff Act of 1930 should be changed
so as to make the imported product the standard. To accomplish this purpose,
we suggest that paragraph 28 (d) be amended to read as follows:

“For the purposes of this paragraph any imported coal-tar product provided
for in this act shall be considered similar to or competitive with any domestic
coal-tar product when the domestic coal-tar product accomplishes results sub-
stantially equal to those accomplished by the imported product when used in
substantially the same manner.”

In view of the foregoing we respectfully request additional provisions to H. R.
6040 so as to provide for the foregoing amendments in order to accomplish the
purposes as stated.

Respectfully,
Janmes C. WALKER, Vice President.
Attest :
[8EAL] MARTIN O'HANLON,

Notary Public, State of New York.
My commission expires March 30, 1957.

SPORTING ARMS & AMMUNITION MANUFACTURERS’ INSTITUTE,
New York, N. Y., June 30, 1955.
Hon. Harry Froop BYRb,
Chairman, Senate Finance Committee, Senate Office Building,
Washington, D. C.

DEAR SENATOR BYRD: The Sporting Arms & Ammunition Manufacturers’ Insti-
tute is an unincorporated association of most of the sporting arms and ammu-
nition manuafacturers in the United States, which provide employment for 20,000
people. Its membership is gravely alarmed with the customs simplification bill,
H. R. 6040, and the detrimental effects upon this vital defense industry which
will occur if H. R. 6040 is enacted in its present form.

¢



118 CUSTOMS SIMPLIFICATION

The institute position on this proposed legislation may be briefly summarized
as being in unalterable opposition to the inclusion of section 2 in the bill, for the
following reasons:

1. By the Treasury Department’s own figures, section 2 arbitrarily reduces
duties on firearms 13 percent or more without hearings and without redress.

2. Section 2 will invite increased pricing manipulations ineligible for redress
under United States antidumping provisions.

3. Section 2 does not represent customs simplification, but is in effect, a tarift
reduction measure, and is in direct conflict with the generally accepted theme
that tariff reductions are to be made on a gradual and selective basis.

4. In essence, section 2 is an attempt to obtain congressional approval for the
indirect implementation of certain obligations under the General Agreement on
Tariffs and Trade (GATT) without examination of the true merits of the pro-

8.

Sections 1, 3, and 4 of H. R. 6040 appear to serve the true purposes of customs
simplification and need no further comment. Therefore, attention is directed
to section 2, which would revise the procedures for determining the value for
duty purposes of imported merchandise.

To gain some measure of the possible effects of these valuation proposals, the
Treasury Department applied the new procedures to a number of import entries
according to a test sampling pattern set up in a number of ports of entry across
the country.

In checking over the individual merchandise categories as assembled from:
this sampling, it was found that only two categories contained the products of
this industry. In one, which included ammunition, there were only five sample
entries indicating no change. This represents an insufficient number of entries
to be representative of anything. In the second category, firearms and parts,
there were 22 entries demonstrating a drop of 14.39 percent in dutiable value,
under the new defilnitions and a corresponding drop, 13.07 percent in customs
revenue. This number of entries is hardly a representative sampling, but it
does give an indication of the outlook.

Chart 2 appended to the testimony of Assistant Secretary Rose of the
Treasury before the Ways and Means Committee of the House, indicates that
the firearms and parts category is the second highest as regards the drop in
appraised value that would follow from use of the proposed value definition in
section 2. In addition, chart 4 indicates in excess of a 4 percent reduction
(the largest one on the chart) in after-duty cost resulting from the reduction
in customs revenue likely under these proposals.

The data used in the Treasury Department study have not been made available
sufficiently broken down for interested persons to ohserve just where and how
the effective reductions in revenue will come about. It is not clear whether-
the reductions are attributable to the elimination of foreign value, or whether
the new deflnitions of terms and phrases applying to the general valuation
definitions are the cause.

In examining the test, it is observed that the protective umbrella of foreign
value is to be taken away, leaving export value alone and apparently subject
to very easy price manipulation. Even the United States antidumping proce-
dures could be administratively difficult and confusing under such circumstances.
This does not appear to be a desirable type of customs simplification.

Even without these duty reduction proposals, a large number of imported
automatic shotguns are finding an easy market here in the United States in
competition with domestic products. This competition is already of a severity
to cause real concern for the domestic producers. The adoption of these valua-
tion proposals could provide the impetus these imported guns require to com-
pletely take over the American market.

The products of this industry have already undergone tariff reductions of
approximately 68 percent in trade agreements. These products also face a
further possible reduction of 15 percent as provided in H. R. 1. . For firearms,
the additional reduction likely under H. R. 6040 could mean another 13 percent
(or maybe much more) cut without any safeguards or redress for the American
industry. It is even more important to our Government to apply safegunards to
preserve the small arms and ammunition industry in this country. Thix industry
has demonstrated most impressively in all past national emergencies its know-
how and its readiness to act quickly in supplying enormous quantities of such
vital war materiels.

The sporting arms and ammunition industry supports true customs simplifica-
tion, but it does not support duty reductions wrought in the name of simplifica-
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tion. H. R. 6040 would appear more satisfactory if section 2 were deleted,
which in turn would automatically eliminate the need for section 5._

We respectfully request that this letter be made a part of the printed record
of the hearings of your committee.

Very truly yours,
RicHABD F. WEBSTER, Secretary.

ForSTMANN WoOLEN Co.,
Passaic, N. J., June 30, 1955.
Hon. HArrY F. BYRD,
Chairman, Senate Finance Commitiee,
Senate Office Building, Washington, D. O.

DEAR SENATOR BYRD: We respectfully submit this statement to the Senate
Finance Committee in connection with the public hearings on H. R. 6040, com-
monly known as the customs simplification bill.

This bill, whieh is under current consideration, in changing the method of
valuation for duty purposes, by dropping ‘“foreign value” in favor of “export
value,” and by other redefinitions in this field, constitutes in effect a further
hidden tariff reduction on those articles which are imported under ad valorem
or compound rates.

These proposed changes in valuation methods extend a standing invitation to
foreign cartels to adopt a two-price system—one price for other markets and
another price for entrance into the American market. If such abuses are to
be held in check by reliance on our antidumping law, we believe it unwise to
encourage the malady to invoke the cure.

The method of valuation for duty purposes now in operation has been clarified
and adjudicated in many court decisions through the years. Consequently, the
proper application of the rules is well understood by those whose business it is
to deal with such matters. The proposed changes in the customs simplification
bill would alter this, and new variances of opinion and questions of reasonable
doubt would again have to follow a long path of appeals and court decisions.
This, we believe, is not simplification ; it is just the opposite.

The testimony presented by the Forstmann Woolen Co. to the Senate Finance
Committee during the hearings on H. R. 1 earlier this year demonstrated the
fact that our business and our level of employment have been injured, and con-
tinue to be injured, by the competition of cheap European labor and the still
cheaper labor of Japan because even our existing tariff rates are too low to
offset such labor differentials.

Since our urgent need is for more, rather than less tariff protection, against
wage rates that are but a fraction of what we pay, we respectfully ask that these
proposed changes in the bases of valuation under section 402 of the Tariff Act
of 1930 be omitted from H. R. 6040.

Very truly yours,
Jourros G. FORSTMANN,
President.

TarE OKONITE CoO.,
Passaic, N. J., July 5, 1955.
‘Hon. HARrRY F. BYRbD,
Chairman, Senate Finance Commnittee,
Senate Office Building, Washington, D. C.

DEAR SENATOR BYRD: I represent some 50 electrical manufacturing companies
who testified before both the House and Senate committees on H. R. 1. I had
hoped to appear before your committee during the public hearings on H. R.
‘6040, known as the customs simplification bill.

Unfortunately, prior commitments prevent my so doing.

Reference to our testimony on H. R. 1 will plainly indicate our justification
for opposing any reductions of present tariffs. H. R. 6040 is plainly in this
-category since it provides tariff reductions up to 15 percent as was indicated in
the statement of Mr. H. Chapman Rose, Assistant Secretary of the Treasury,
before the House Ways and Means Committee.

In the case of electrical manufacturers their reduction is 214 percent on elec-
trical machinery and apparatus and § percent on copper manufacturers. Inas-
much as net profits in our industry rarely exceed 3 to 5 percent, it is quite obvious
that any reduction in tariffs poses a threat, particularly as foreign competition
pays wage rates of one-tenth to one-third of our rates.
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The valuation procedure of H. R. 6040 is not a simplication but does imply an
open invitation for foreign manufacturers to employ a double-price market—a
feature-of interest to international cartels. The present procedure is thoroughly
tested and fully as simple as what is proposed.

We submit further than H. R. 6040 is another attempt to cut tariffs by those
irresponsible frenzy for free trade could upset the economy and defense of this
country. The bill is plainly an effort to reduce tariffs under the guise of sim-
plification as is evidenced by the long list of tariff reductions and nothing in the
way of upward adjustment.

These reductions further provide no recourse by way of peril point or escape
clause procedure.

Most foreign departments of other important countries rightfully and loyally
defend their own industries. We seem to have generated a lack of responsibility
to some of our most vital defense and most important job-making industries. We
strongly urge that any change in tariffs be subject to product-by-product hear-

ings and proper recourse—for the good of our economy and for the good of our
defense.

Sincerely,
A. F. MeT2z, Ohairman.

New York, N. Y., July 1, 1955.
Senator HARrY F. BYRD,

Chairman, Commiltce on Finance,
Senate Office Building, Washington, D. C.:

The Associated Representatives of Staffordshire Potters comprising 13 Amer-
fican importing firms are unanimous in support of H. R. 6040, the customs-
simplification bill, which they consider a vital and necessary step in the promo-
tion of free world trade. We request that this statement be included in the
record of hearings.

S. V. HOoPKINS,
Secretary, care Hugh O. Bdmiston & Oo.

Syracuss, N. Y., July §, 1955.
Hon. HarrY F. BYRD,

Chairman, Senate Finance Commitiee,
Senate Office Building, Washingion, D. O.:

We protest section 2, H. R. 6040, customs-simplification bill. We are advised
retention this section would nullify antidumping act. As you well know china
industry severely cut in Japanese agreement. We vigorously protest H. BR. 6040
as furthering the general policy of attrition affecting chinaware industry for
many years past.

B. L. TORBERT,
Vice President, Onondaga Pottery Co.; Chairman, Foreign Trade Oom-
mittee, Vitrified China Association, Inc.

CALIFORNIA PoTTERY GUILD,
Los Angeles, Calif., June 30, 1955.

Re hearing on customs simplification (H. R. 6040)

Hon. Harry F. BYRD, -
United States Senate,
Senate Office Building, Washington, D. C.

DraR SENATOR BYRD: The California manufacturers of pottery and dinnerware
are strongly opposed to the substitution of “export value” for the present basis
of customs valuation which is designated “foreign value.”

Section ‘2 of the bill should be eliminated, otherwise the domestic manufac;
turers will have no protection whatevér from the dumping of foreign-made gopds
in this market. This practice would be a severe blow to the producers of dinner-
ware and pottery in this country.

We are counting on you for your support.

Respectfully yours, ‘
J. J. STEIN, Secretary-Manager.
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NATIONAL ELECTRICAL MANUFACTURERS ABSBOCIATION,
New York, N. Y., July 1, 1955.
Re H. R. 6040.

Hon. HAarrYy F. BYRD,
Chairman, Senate Finance Committee, Senate Office Building,
: Washington, D. C.

DEAR Sir: The telephone equipment section of the National Electrical Manu-
facturers Association, including Automatic Electric Co., Cook Electric Co.,
Kellogg Switchboard & Supply Co., Leich Electric Co., Reliable Electric Co.,
Stromberg-Carlson Co., and Western Electric Co., Inc., would like to express its
views regarding H. R. 6040, the bill to amend certain provisions of the Tariff Act
of 1930 and to repeal obsolete provisions of the customs laws. We request that
this letter be included, if possible, as part of the records in connection with the
Senate Finance Committee’s hearings which are now being conducted.

On November 15, 1954, this section sent a brief to the United States Tariff
Commission with regard to the studies which that Comnmission-was then making
in eonnection with the Customs Simplification Act of 1954. In that ‘brief, we
outlined in detail the many reasons why the telephone equipment manufacturing
industry is indispensable to the United States from a defense standpoint, and
why no action should be considered or taken which would encourage or cause the
communications industry of this country to become dependent, to any degree,
upon any foreign source of supply which cannot be depended upon in any emer-
gency. A copy of that brief is attached hereto.

Since January 1, 1945, the tariff on telephone equipment entering this country
has been reduced from 35 percent to 17! percent, and the enactment of H. R. 1
will permit still further reductions. For reasons detailed in the attached brief,
we'feel that the tariff on communications equipment should never have been
reduced, and that steps should be taken to restore the tariff rate to its original
rate of 30 percent.

While we fully appreciate that H. R. 6040 is not concerned with the question
of raising or lowering tariffs, we are convinced that the procedures which have
been suggested for valuing imports could, and in many cases will reduce the
amount of duty which would be payable. In other words, it could have the same
overall effect as a tariff reduction.

It is a well-known fact that many foreign manufacturers sell their products
in highly competitive export markets at price levels substantially below their
normal home-market levels. There are two primary reasons for this: (a) Busi-
ness sp taken increases their productive volume with resulting overall manufac-
turing economies and larger profits on that portion of their output which is sold
at-hame. st normal price levels, and, (b) it provides the exporting country with
badly needed foreign exchange. 'To secure such exchange, and especially dollars,
foreign governments not only encourage, but at times instruct, their manufac-
turers to penetrate export markets, even if such action necessitates the applica-
tion of completely uneconomic price levels. Where this results in losses, the
foreign manufacturers are compensated by a variety of subsidy operations.

H. R. 6040 proposes to base customs valuations on the *“export value” of equip-
ment or merchandise imported. In many cases, and especially in the case of
communications equipment, this could result in a big reduction in the amount of
duty payable. As previously stated, this comes to the same result as reducing
the tariff, and for defense and other reasons, there should be no reduction in
either the tariff rate or the amount of duty payable on telephone or other com-
munications equipment.

The manufacturers comprising the telephone equipment section of the National
Blectrical Manufacturers Association therefore strongly recomnmend that the
valuations applied to imports be based on either the home-market value of the
imported product or that product’s export value, whichever is higher. Any other
method would not only be unfair and contrary to the interests of the United
States, but would appear to involve complications in connection with the applica-
tion of the Dumping Act.

We feel that this matter is of sufficient importance to warrant your most
careful consideration, and we will be grateful for any support which you or
your committee may give to our position. Needless to state, we will be very glad
to supply any additional information which you may desire.

Sincerely yours,
JoaN BrowN CoOK,
Chairman, Telephone Equipment Scction.
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RECOMMENDATIONS OF THE TELEPHONE EQUIPMENT SECTION OF THE NATIONAL
ELECTRICAL. MANUFACTURERS ASSOCIATION

NoOVEMBER 15, 1954.

Subject : United States Tariff Commission Study under the Customs Simplifica-
tion Act of 1954.

GENERAL COUNBSEL,
Unitcd Statcs Tariff Coinmigsion,
Washington, D. C.

DEaR SIikR: In accordance with the invitation recently extended to domestic
producers and other interested parties, the telephone equipment section of the
National Electrical Manufacturers Association, including Automatic Electric
Co., Cook Electric Co., Leich Electric Co.; Kellogg Switchboard and Supply Oo.,
Reliable Electric Co., Stromberg-Carlson Co., and Western Electric Co., Inc., beg
to submit their joint views in connection with the Customs Simplification Act
of 1954. -

The group of telephone equipment manufacturers listed above have for over
50 years been principal suppliers to the more than 5,000 independent telephone
companies, as well as to the Bell System, which combined provide this country
with the finest and most reliable telephone service available in any country of
the world. In addition, these same companies are major suppliers of com-
munication equipment to the Armed Forces of the United States.

RECOMMENDATIONS

The suggestions which we wish to make are twofold :

1. We feel very strongly that communications equipment, including telephone
equipment and apparatus, should be reclassified for tariff purposes. At the
present time, such equipment is included in a category with X-ray apparatus,
electric motors and fans, locomotives, furnaces, washing machines, and a
variety of other miscellaneous items which could not, in the wildest flight of
the imagination, be considered as having any common characteristics or uses.
Because of the vital importance of communications, both in time of peace and
war, equipment used in this field should have its own separate and distinct cate-
gory in the tariff schedule.

2. No action should be taken, either in making reclassifications, or in negoti-
ating agreements with other nations, which will result in any reduction in
existing tariff rates applicable to communications equipment imported from
other countries.

There are excellent reasons for the foregoing suggestions, and we will elaborate
on both in the following paragraphs.

Essentiality of communications industry and need for protection

Attached hereto is a copy of a letter which was dispatched on May 19, 1954,
by this section of the National Electrical Manufacturers Association, to the
chairman of the Ways and Means Committee of the House of Representatives,
and to the chairman of the Finance Committee of the United States Senate.
That letter covers in detail the importance of communications to the security
of our country, and the many reasons why the importation of foreign com-
munication equipment should not be encouraged or facilitated by reductions
in the existing tariffs on such equipment or by any other concessions. We
can fully appreciate that your present deliberations do not include raising or
lowering tariffs on specific items. However, the facts contained in the attached
letter will clearly demonstrate the vital urgency of protecting the communi-
cations system in the United States, and will substantiate our request for
reclassification so that problems involving telephone or other communications
equipment can be dealt with appropriately and not be confused by being mixed
with a heterogenous group of other products having different uses, backgrounds,
and importance.

Other countries protect, absolutely, their communications equipment manufac-
turing industry

Although we have elaborated on the point in the attached letter, we should
like to emphasize at this time, because of its importance, the dangers involved
in permitting any substantial infiitration of foreign telephone equipment into
the operating telephone system of the United States. Countries such as Great
Britain, Germany, Sweden, Holland, and Switzerland, where the telephone-
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operating systems are owned and operated by the government, and where ample
manufacturing facilities exist to supply their telephone-equipment requirements,
purchase exclusively from their own manufacturers. They are keenly aware
of the danger of becoming dependent. to even a limited extent, on foreign manu-
facturers for extensions, maintenance, or r parts for théir communications
systems. They know, and we know, that in time of war such apparatus and
parts would not be available from foreign sources for obvious reasons. It has
been truly said that in time of war, disaster, or national emergency, a country’s
defense is only as effective as its communications facilities, and any breakdown
or lowering of efficiency in the latter can omnly result in most serious conse-
quences. As of now, no other nation has communications facilities comparable
to ours. That picture could change, but we must not permit it.

Clear classification of communications equipment is absolutely necessary to avoid
serious effeCts which could result from casual trading X

It is common knowledge that, in the months ahead, multilateral trade negotia-
ticns are going to materialize, and that efforts are going to be made to reduce
tariff rates on a fairly broad scale. Tariff classifications, as they now exist,
could, and undoubtedly will, be confusing to those delegated the autherity to
negotiate. Teléephone eguipment must not be on the list for casual trading,
nor should it be included in any tariff classification with any egquipment of a
dissimilar nature, or with any type of equipment that can be included in tariff
concessions without serious repercussions to the security, health, welfare, and
safety of the United States.

It 1s respectfiilly requested that you agree to create a new tariff classification
for communications equipment, without reducing existing tariff rates on such
equipment, This is a logical move and one which could only be bemeficial to
all concerned. If further details are required, we will be very glad to supply
you with facts in writing or at the oral hearings which will be held in due
course.

Yours very truly,
JorN BrowN COOK,
Chairman, Telephone Equipment Section,
Nationgl Electrical Manufacturers Association.

THE RELATION OF THE TELEPHONE EQUIPMENT MANUFACTURERS IN THE UNITED
STATES TO THE SECURITY, HEALTH, SAFETY AND WELFARE OF THIS COUNTRY

Hon. BugrnNE D. MILLIKIN,
Chairman, Finance Commitiee,
The Capitol, Washington, D. C.

Hon. DANIEL E. REED,
Chairman, Ways and Means Committee,
House of Representatives,
The Capitol, Washington, D. O.

My DeAr MR. REED: The telephone equipment section of the National Elec-
trical Manufacturers Association, including Automatic Electric Co., Cook Electric
Co., Kellogg Switchboard & Supply Co., Leich Electric Co., North Electric Manu-
facturing Co., Reliable Electric Oo., Stromberg-Carlson Co., and Western Electric
Co., Inc,, beg to submit their joint views on the above subject.

It i§ common knowledge that careful consideration is currently being given
by our Government to substantial changes in the foreign trade policy of the
United States, and that in an effort to foster a greater degree of free trade than
now exists, an effort is being made to delegate to the President broad powers
under the Trade Agreement Act to enter into multilateral negotiations for the
purpose of reducing tariff rates, simplifying customs procedures, and the stream-
lining of valuation for duty purposes.

It is certainly not our intent to argue against the desirability of increasing
the volume of our trade with foreign countries provided it can be accomplished
through reciprocal tariff adjustments and other concessions of a mutually ad-
vantageous nature. However, the attempt to assist other nations, by helping
them to sell more of their products in this country, is laudable only up to the
point where American industry is not seriously injured, American labor is not
deprived of the opportunity to work, and the health, general welfare, and secur-
ity of the Nation are not threatened. In considering possible tariff reduction
and other conoessions, those who are delegated the authority to make the

64934—58-——9
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decisions should under no circumstances think in terms of averages, or across-
the-board reductions, but should make careful studies of each individual situa-
tion and let their considered ultimate action in each case be based upon the
circumstances involved and the effect of such action on our economy. It is not
necessary for us tp state, or attempt to prove, the obvious fact that whereas a
tariff reduction on one item might be advantageous to all concerned, or of minor
inconvenience to a segment of our population, a similar reduction in some other
item might have most serious consequences, not only to many thousands of
American workmen but to the Nation as a whole in times of war, disaster or
other national emergencies.

From the standpoint of the communication industry of the United States, we
feel that it would be a major mistake to open this market to the foreign manu-
facturers of communication equipment by making any reductions in our existing
tariffs.. In making this statement, a number of irrefutable facts have been taken
into consideration, which facts we will comment upon helow.

In the first place, there could be no real reciprocity. The principal foreign
manufacturers of communications equipment who would ben¢fit from reduced
_United States tariffs are located in Great Britain, Germany, Sweden, Holland,
and Switzerland. In all of those countries the operating telephone systems are
owned and controlled by the local governments, who give complete protection
to their local manufacturing industries. It has been impossible for United States
communications equipment manufacturers to sell to the operating telephone
systems in those markets, and even if the foreign governments involved made a
gesture of reducing their import tariffs to facilitate future sales it would actually
be only a gesture, as the Government agencies who control the operating telephone
systems and their purchasing policies would certainly not give serious considera-
tion to purchasing any equipmnent from abroad which could be supplied from
local sources.

In contrast to the foregoing, there are in the United States over 5,000 operat-
ing telephone companies, none of which are Government owned or controlled,
and all of which are completely free to purchase equipment from any source,
domestic or foreign. Foreign manufacturers, with their extrémely low wage
rates, currency manipulations, and well-entrenched policies of subsidies in many
forms, are in position to compete for such business on terms which would be
virtually impossible, under existing conditions, for United States manufacturers
to meet. As a matter of fact, most foreign countries are dollar hungry and have
urgent requirements for dollar exchange to pay for raw materials, military eguip-
ment, and manufactured products not available from local sources. To secure
dollars, they would be most happy to attempt to penetrate a new lucrativeimarket
at completely uneconomic price levels. From their standpoint, to obtain sub-
stantial orders from the United States at actual cost, or at a priee which would
give them no profit but which would enable thein to recover their cost of raw
materials, labor, and a part of their overhead would be considered most attrac-
tive and desirable business. The effect of such unfair competition on United
States manufacturers requires no elaboration. \

To the idealistically imninded economist unlimited free competition might
appear to provide incentive for the production of better machines, processes, and
products, and to be a beneficial situation for the public. That might be true if
all manufacturers could have the same basic manufacturing conditions, govern-
mental selling assistance, et cetera. However, as previously indicated, foreign
manufacturers would, in the situation under consideration, have tremendous
and unfair advantages over our domestic manufacturers. .

It is also most important to consider the basic facts on the question of quality.
There is no other country in the world where communfication facilities are as
good, fast, or dependable as they are in this country. This has to a large extent
been made possible by the extremely high standard of quality and precision work-
manship set by our manufacturers, which high standards are not generally found
in the products of our foreign competitors who, in designing their equipment, nre
more concerned with the problem of meeting the heavy competition in export
markets, moneywise, than In providing the utmost in perfect service. The infil-
tration of substandard foreign equipment into our nationwide system could only
result in poorer service, a deterioration of overall efficiency, and eventual prob-
lems of tremendous magnitude and importance to oar economy.

In addition to the question of mixing quality and nonquality equipment and
apparatus, there is the vital question of obtaining equipment to expand existing
systems, to maintain such systems, or to replace a part or all of such systems
under disaster conditions or in time of national emergency. Prior to 1939, a
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majority of the operating telephone companies in Latin America were equipped
with telephone switching equipment supplied by European firms. A few were
equipped, at least partially, with equipment manufactured in the United States.
When hostilities began in 1939, the supply of materials for expansion, mainte-
nance, and repair were progressively shut off from the European factories, not
only because the local factories in England, Germany, Sweden, et cetera needed
all of their facilities for pressing local requirements, but because it became
physically impossible to make deliveries under war conditions. The South
American operating companies immediately turned to the United States _tor
their requirements, and while somne small relief could be given, it was impossible
to provide a complete service of materials and supplies for maintenace and re-
pairs as the United States m:anufacturers were not tooled up to furnish the
thousands of small parts required in a telephone system of foreign design. Also,
under the then existing conditions, toolmakers and machine capacity were at a
premium for our own defense requirements, and it was not economically or
commercially feasible to allocate any part of our capacity to any such end use
except in special high priority situations with vital defense implications. The
result was that the efliciency of such foreign installations rapidly deteriorated,
many became substantially inoperative, and many were forced to cannibalize
some segments of their systems in order to keep the balance in operation. In
time of war, disaster, or national emergency, a country’'s defense can truly be
said to be only as effective as its communications faciliities, and any breakdown
or lowering of efficiency in the latter can result in most serious consequences.

In the continental limits of the United States today there are slightly over
600 individual suppliers who manufacture some of the many thousands of items
used in the telephone business, and currently supply its day-to-day requirements.
These suppliers are all motivated by a high sense of public duty and requirement,
and recognize an unusual interdependence in the manufacture and supply to the
industry. Many are dependent for their end product on other manufacturers
to the industry, so that each bears an important relationship to the other. 1In
addition, the major manufacturers have established warehouses throughout the
Nation wherein they maintain stocks of materials to meet the normal and abnor-
mal needs of the operating teleplione companies. This not only provides rapid
and dependable service, but mmalkes it unnecessary for operating companies to
carry more than a minimum of maintenance and repair parts. This, in turn,
provides economies for the operating telephone companies which is reflected in
lower rates for their subscribers. A substantial infiltration of foreign equip-
ment could gradually disrupt this smooth-working and efficient system of supply,
whi<l:1h has given this Nation the best and most dependable telephone system on
earth,

The minority report of the Randall Commission stated, and we quote:

“Recognizing that certain industries, particularly public-service industries
such as transportation, electricity, and gas, and communications, are basic to
the entire economy in both peace and war, any sound policy should consider the
necessity of insuring that their operation is not dependent upon any foreign
sources of supply of equipment or maintenance which cannot be depended upon
in any emergency.”

We agree with and endorse the foregoing conclusion in its entirety. It is
unthinkable that the United States should ever get into the position where it
is dependent, even to a limited degree, on a foreign source for the service and
expansion of its communication system. KEven if the source be physically avail-
able, actual supply under emergency conditions would depend upon the decision
of a foreign government on the relative value of supplying our needs rather
than their own at a time when total demands always exceed total available
supply. If the source of physically unavailable, due to such emergency condi-
tions, the only solution would be to divert scarce and skilled personnel in this
country to the design and production of tools at the precise period when experi-
ence shows that such skills are a major bottleneck to the overall economic and
military effort.

The United States has the largest and most progressive telephone manufactur-
ing capacity in the world. To wilifully permit the introduction of equipment
of foreign manufacture into its operating communications system and thus
Jeopardize its operations can scarcely be considered in accord with the national
welfare, especially when ample manufacturing capacity exists in this country
to handle all normal requirements. '

It is difficult in a short presentation of this kind to more than mention the
various points involved. However, we have much more detailed information
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at our disposal, and would be happy to either augment or substantiate any aspect
of the situation.

In conclusion, the position of the manufacturers comprising the telephone
equipment section of the National Electrical Manufacturers Association may be
summarized as follows: Experience acquired during World War II has shown
conclusively the folly of Western Hemisphere countries relying upon European
sources for equipment and supplies to maintain and/or expand their telecom-
munications systems during war conditions. Tariff action to encourage the
entry of foreign telecommunication equipment to the United States during peace-
times would not only be detrimental to both our domestic telecommunications
manufacturers and labor force now, but might threaten seriously the ability of
our pative communication industry to duplicate in future emergencies their
magnificent achievements during the crises of World War II. Prudence and
sound judgment dictate that Congress should not consider tariff reductions for
this industry. Instead, they should take steps to implement the recommenda-
tions included in the minority report of the Randall Commission which stated
in effect that since public-service industries, including communications, are basic
to the entire economy in both peace and war, any sound policy should consider
the necessity of insuring that their operation is not dependent upon any foreign
sources of supply of equipment or maintenance which cannot be depended upon
in any emergency.

Very truly yours,
JoaN BrowN CoOK,
Chairman, Telephone Eguipment Section,
National Blectrical Manufacturers Association,

PrLASTIC COATINGS AND FILM ASBOCIATION,
New York, N. Y., July 1, 1955.
Hon. HAgrY F', BYRD,
Chairman, Committee on Finance,
Inited States Senate,
Senate Office Building,
Washingion, D. C.

. DEAR SENATOR BYRD: The members of the Plastic Coatings and Film Associa-
tion who produce the major portion of the national production of pyroxylin
and vinyl coated fabrics and all-plastic vinyl sheeting, wish to go on record in
regard to the customs simplification bill, H. R. 6040. :

The membership views with concern section 2 of the customs simplification
bill because of provisions it contains that would revise the proceédures for
determining the value of imported merchandise for duty purposes. We oppose
these proposals because—

1. They would effectively bring about am arbitrary reduction in tariffs as
demonstrated in the test samplings made by the Treasury Department;

2. They do not represent true customs simplification ;

3. They would tend to encourage manipulated pricing practices; ani

4. They appear designed to gain congressional approval for imp.ementing
obligations adopted in the General Agreement on Tariffs and Trade (GATT).

It is impossible to determine from the data made publicly available by the
Treasury Department on its test applications of the new value proposals
to sample shipments, whether or not the products of this industry Lave been
included in the study. We have every reason to believe, however, that the
game effects experienced for the other products included in the sampling will
apply similarly to the products competing with those of this industry. The fig-
ures demonstrate that the new value provisions will mean lower dutiable
values and therefore lower customs revenue. This, in effect, is the sume as a
duty cut but is accomplished without any safeguards or redress for .Americano
industry.

On:?fect of these value proposals would be that of eliminating from che pres-
ent bases of customs valuation foreign value. Removing this protective ambrella
opens wider the opportunity for manipulated pricing against which United States
antidumping law would be administratively difficult and confusing.

The PCFA membership believes that sections 1, 3, and 4 of H, R. 6( 10 serve
the purposes of customs simplification and are therefore praperly included.
Section 2, which would alter the valuation procedures, is in reality something
other than Customs Simplification and, therefore, should be stricken from the
bil), thus eliminating the need for section 5.

-
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Thanking you for your attention and cooperation, I am,

Respectfully yours,
PAvuL F. JoHNSON, Ezxeculive Secretary.

THE ErLASTIC FaBRIC MANUFACTURERS INSTITUTE, INOC.,
New London, Conn., July 1, 1955.
Hon. HARrRY FrLooDp BYRD,
Chaérman, Senate Finance Oommitiee,
Senate Office Building, Washingion, D. C.

DEAR SENATOR BYRD: The purpose of this letter is to bring to the attention
of the Senate Finance Committee the views of elastic braid and elastic webbing
manufacturers on H. R. 6040 and on its relation to certain subsidies, concessions,
or rebates which evist, and which we believe have an important bearing on the
basis of determining the value of imported goods, which value provides the
basis for assessment of ad valorem tariff duty.

Others will have pointed out to you the danger of lability to domestic manu-
facturers when foreign manufacturs ship goods into this country at prices be-
low which they sell in the foreign domestic market. In such situations, where
a finding of dumping exists, we are aware that relief is supposed to be avail-
able under the Anti-Dumping Act of 1921. However. we understand that actual
antidumping findings have been very few.

But even though there may be some doubts as to whether an antidumping
finding will be made to prevent bankruptcies or hardships in an industry, still the
remedy of the Anti-Dumping Act, 1921, should be maintained and used when
necessary. We are therefore concerned as to whether this will be so if H. R.
6040 becomes law.

It is important to note that the Anti-Dumping Act bases its investigations and
special dumping relief upon fair value of the imported or foreign merchandise.
It should also be noted that TD 33773 defines fair value as the first applicable
of the following tests:

(1) Fair value based on price in country of exportation; the usual test.

(2) Fair value based on sales in country of exportation and in other countries,
not including United States.

(3) Determination based on sales by other foreign producers.

(4) Fair value based on cost of production.

It seems reasonable to conclude that if export value as defined in H. R. 6040
is adopted, we can expect a new Treasury decision which will change the defini-
tion of fair value as used under the Anti-Dumping Act, 1921. It will mean that
instead of preferred fair value being the price “at which such or similar mer-
chandise is sold by the foreign producer for consumption in the cduntry of ex-
portation,” preferred fair value will become any lower price at which the mer-
chandise is offered for export to the United States.

We also particularly call your attention to the conflict between “export value”
as defined in H. R. 6040 and “value” as defined under section 402 of the Tariff
Act of 1930, from which we quote:

(1) The foreign value or the export value, whichever is higher;

(2) If the appraiser determines that neither the foreign value nor the export
value can be satisfactorily ascertained then the United States value;

(3) If the appraiser determines that neither the foreign value, the export
value, nor the United States value can be satisfactorily ascertained, then the cost
of production ;

(4) In the case of an article with respect to which there is in effect under
settion 338 a rate of duty based upon the American selling price of a domestic
article, then the American selling price of such article.

Your attention is also directed to section 303 of the Tariff Act of 1930 with
reference to countervailing duties. It should be noted that as of March 17, 1955,
there were 11 commodities for which it had been determined that a bounty or
grant existed and for which countervailing duty was being assessed under soc-
tio:r: .‘i’.loB, of the 11 commodities, 9 pertained to agricultural or related products
as follows: : '

Sugar content of certain articles—Australia
Butter-—Australia

Fortified wines—Australia

Cheese—Canada

Butter—Denmark
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Spirits—United Kingdom
Suegar—United Kingdom
Spirits—Ireland
Wool tops—Uruguay

The remaining two commodities are:
Cordage—Cuba
Silk and silk articles—United Kinedom

From the foregoinz. it can be seen that our domestic manufacturers have re-
ceived little or no assistance from countervailing duties under section 303 of the
Tariff Act of 1930. Moreover, it is important to note that many concessions or
rebates granted in foreign countries, frequently hut not always of a confidential
nature, do not come within the definition of a bounty or grant under section 303.
This is important, because such concessions, rebates, or subsidies can sometimes
contribute to a substantial reduction of *“foreign domestic value” to a lower
“export value.” As examples of such debates, concessions, or subsidies, we point
to the following:

(1) The rebate equal to 36 percent of cost or value of rubber thread in exports
of elastic fabrics, woven or braided, from Western Germany.

(2) The approximately 20 percent refund on value of rayon yarn in elastic
fabrics exported from Western Germany. This rebate. as well as that in No. 1
ahove, are arranged on a confidential basis between elastic fabric manufacturers
and the trade group or association for the raw material suppliers.

(3) The rebate amounting to 27 to 30 percent on value of rayon-yarn contest
in elastic fabrics exported from Italy. In this situation a representative of the
Italian rayvon syndicate or association is delegated to the customs office in
Italy, to there act as the third party in the arrangements of the rebates.

(4) The rebate on elastic fabrics and other merchandise exported from
France, which governmental rebate approximates 40 percent of the labor in-
volved in the export merchandise: this 40 percent, more or less, represents a
refunding of social-security or welfare-nayroll taxes which arply only to goods
exported ; it is reported that the refund to French exporters represents the dif-
ference bhetween total French social-security pavroll taxes and similar security
payroll taxes assessed to manufacturers in certain other European countries.

The above examples are undoubtedly only a few of the manv secret arrange-
ments existing in countries exporting merchandise to the United States. The
effect of the secret arrangements is to enable the foreign manufacturer to export
to this country at “evport value” which will usually be lower than the “foreign
domestic value” at which the same merchandise is sold for consumption in the
foreign home market.

For the foregoing reasons, we believe that section 402 of the Tariff Act of
1930 should remain as is and not be amended as provided for in H. R. 6040. We
believe it is vitally important to maintain the preferred “foreign value” as
defined under paragraph (c) of section 402.

As H. R. 6040 comes hefore the Senate Finance Committee (and perhans the
Senate itself) we will appreciate your full consideration of the foregoing in-
formation as you vote your convictions. Simplification, as set forth under
H. R. 6040, seems to have merit in part: but not when simplification means
weakening statutory safeguards and cutting tariffs. We urge your support. for
eliminating from H. R. 6040, anv amending of section 402 of the Tariff Act of
1930 (as amended as of July 1, 1952). '

Respectfully submitted.

E. B. PoMERoOY,
Managing Director.

CLEVELAND, OHIO.
Senator Harry F. Byrp,
Chairman, Committee on I'inance,
Senate Officc Building, Washington, D. O.:

The Cleveland World Trade Association, affiliate of the Cleveland Chamber
of Commerce, wishes to be included in the record of hearings by the Committee
on Finance on bill H. R. 6040 as urging approval of this bill. We regard it as
¢xceedingly important to our international trade.

CHARLES J. EwaArLD,
Bxecutive Director, Cleveland World Trade Association.
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MUSBEROOM GROWEERS COOPERATIVE ASSOCIATION OF PENNSYLVAKIA,
Kennett Square, Pa., July 6, 1955.

Re customs simplification bill, H. R. 6040.

FINANCE COMMITTEE,
United States Senate, Washington, D. O.

GENTLEMEN : On behalf the domestic mushroom canning industry we wish to
register our opposition to section 2 of the above-mentioned bill which provides
for the substitution of “export value” for the existing “foreign value” or “export
value” whichever is higher.

The increased importation of canned mushrooms, due to three lowerings of the
tariff, has put the domestic industry into a chaotic condition. It is our firm belief
thafl adoption of section 2 would result in a further price advantage to the foreign
producer.

We respectfully request that proper consideration be given to our request for
elimination of section 2 of H. R. 6040.

Yours very truly,
WALTER W. MAULE, Secretary.

MARRINER & Co., INC.,
Lawrence, Mass., July 6, 1955.
Hon. SErnATOR H. F. BYRD,
Chairman, Senate Finance Commiitee,
Senate Office Building, Washington, D. C.

DEAR SIR: I am addressing you as chairman of the Senate Finance Committee
in connection with H. R. 6040, so-called customs simplification bill. I am sure
it is not necessary to point out to you that our textile industries, and especially
wool textiles, are experiencing depression times here in New England in spite
of great prosperity in the Nation as a whole.

The unsatisfactory condition of our wool industry is due to three causes:

1. Overproductive capacity.

2. Competition from synthetic fibers.

3. Competition from foreign imports.

I have listed the above causes ¢of our troubles in the order of their serious-
ness and although you will note that the imports are currently third on the list,
this could very quickly be changed if foreigners are given any further encour-
agement by tariff reductions or relaxation in the tariff regulations.

I, therefore, strongly recommend that you oppose the part of H. R. 6040,
namely, section 2, that will permit ad valorem tariff calculations to be made
on invoice value rather than the current foreign-market value in the country
of shipment.

It seems obvious to me that our tariff regulations should always be based
on foreign-market value, the latter to be determined by our customs department,
rather than permitting foreign countries to put a lower-than-market price on
exports to this country for the purpose of dumping excess production.

Respectfully submitted.

KENNETH W. MARRINER.

GroversviLLE KNrrTING Co.,
Gloversville, N. Y., July 6, 1955.
Hon. H. F. BYrp,
Senate Office Building, Washington 25, D. C.

DEAR SENATOR: Section 2 of H. R. 6040 is loaded with potential duty cuts
strictly at the discretion of those foreign countries who would export goods to
us. It would actually encourage a two-price system in countries like Japan.
Is this good ?

Further, the American producer wouldn’'t know the rules of the game (the
tariff base) from day to day.

We oppose H. R. 6040, but if it is a “must,” section 2 should be deleted.

Yours very truly,
B. F. VONDERAHE, Vice President.
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DruG, CHEMICAL AND ALLIED TRADES SECTION,
NEw YorRk Boarp oF TRADE, INc.,
NewYork7,N.Y.,July ?, 1955.
Hon. Harry F. Bynp,
Chairman, Senate Commitiee on Finance,
Senate Office Building, Washington 25, D. C.

. Mg. CHAIRMAN: The Drug, Chemical and Allied Trades (DCAT) section of
the New York Board of Trade, with more than 800 members, represents a cross-
section of the country’s drug and chemical manufacturing industry and others
closely related thereto.

This section is in favor of true simplification of our tariff customs laws and
procedures.

As chairman of this section, I am charged with the responsibility of presenting
to you and your committee, the written testimony of the section on the subject
of H. R. 6040, the Customs Simplification Act of 1955. Accordingly, this letter is
submitted for the record and your consideration.

We find no cause for concern with those sections of the bill relating to conversion
of currency and the repeal of obsolete provisions. Accordingly, we will direct
attention only to section 2 of the bill which contains the new bases for valuation
purposes.

The net result of the new valuation bases will be tariff reduction measures
rather than simplification. The United States Treasury Department’s own survey
and summary of the effect of the new value provisions indicate reductions of as
much as an average of 15.39 percent. In the medicinal and pharmaceutical group
the survey shows the average reductions in revenue to be 1.22 percent and in
the chemical field an average of as much as 7.33 percent.

The elimination of “foreign value” as the alternate to “export value,” together
with the new definitions which would be applied in ascertaining dutiable value,
will combine to reduce the tariff margin. This will lead to confusion and litiga-
tion arising out of the change of meaning which will have to be applied to words
and phrases which are presently well understood after years of application.

It has been argued that “foreign value” is difficult to establish and is the
cause of considerable delay in the liquidation of customs entries. It should be
noted, however, that the requirement to determine foreign value will not be
eliminated, since the Anti-Dumping Act will continue to be administered on the
basis of “fair value” which in practice is “foreign value.” Foreign value infor-
ruation will still be necessary for the effective administration of the Anti-Dump-
ing Act. Therefore, the first proposal in H. R. 6040 does not represent any
simplification.

With regard to the admitted reduction in duty which will result from the new
value provisions, the effect will generally be an across-the-board reduction over
and above the recently authorized reductions by Public Law 86 of the 84th
Congress. These reductions would be neither gradual or reciprocal. Neither
would they be selective. Domestic industry would be denied the opportunity for
hearings on the determination of peril points. Action under the escape clause
safeguard will be precluded since these reductions will not have been made by
trade agreements.

With regard to the survey of imports and the summary which was published by
the United States Treasury Department, we note that 19,908 customs entries,
dutiable on an ad valorem basis, were recomputed to determine the effect on
revenue. It would seem that the sampling was statistically adequate enly for
the purposes of establishing a probable revenue pattern which would result from
the overall application of the new value basis. However, the sampling is inade-
quate in that it is limited to eight ports of entry and it gives no assurance to any
particular industry that specific products which might be of vital importance
were actually included in the survey. The samples were classified according to
the Department of Commerce schedule “A” subgroups and range in number from
a« little as 1 sample in subgroup 21 to as high as 1,480 in subgroup 57. However
adequate the survey might be for the purpose of establishing the probable effect
on revenug, it is completely inadequate in that the use of averages by groups
cannot indicate the actual effect on specific commodities. It certainly gives no
indication of the effect of these changes on the customs duty to be assessed on
individual commodities. In the survey the average of 7.33 percent shown for
industrial chemicals might mean an actual reduction of 25 percent or more on
some specific commodity.

In short, section 2 of H. R. 6040 does not appear to be simplification. It appears
to be a measure which improperly reduces the tariff further. In addition, it ap-



CUSTOMS SIMPLIFICATION 131

pears quite probable that it will give rise to new problems which will result
in .confusion and litigation perhaps more troublesome than those which it pur-
ports to eliminate. For these reasons we are not in favor of the inclusion of
section 2 in this bill.
Respectfully submitted.
CLAUDE A. HANFORD, Chairman.

Tue Dow CHEMIcAL Co.,
Midland, Mich., July 6, 1955.
Hon. HarrYy F. BYRD,
Chairman, Committee on Finance, the United States Senate,
Senate Office Building, Washington 25, D. C.

DEAR SIBR: This memorandum on H. R. 6040 is submitted for inclusion in the
record in lieu of an appearance during the committee’s public hearings on this
bill.

The Dow Chemical Co. considers simplification of customs regulations and
procedures a worthy objective, but is convinced that H. R. 6040 embodies more
tariff reduction than simplification. Accordingly, we are opposed to section 2
which would change the valuation base for calculating import duties and hence
the amount of excise tax collected and the protection afforded by existing tariff
rates.

The House bill H. R. 6040 proposes two changes which would lower the valua-
tion for calculating duties. One consists in discarding foreign value as a basis for
valuation, and the other proposes definition changes. Both of these will result
in tariff reduction.

Present law requires the customs officials to use foreign value, or export value
to the United States, whichever is higher. H. R. 6040 would require use of only
export value, which is usually lower than foreign value. It is quite natural for
the export value to be lower than foreign value for several reasons. When a
foreign producer ships to this country, the importer serves as his distributor and
as such receives a distributor’s or agent’s discount. These discounts are, in part,
offsets against his advertising and distribution costs.

The urge for dollar credits may be another reason why export values will be
lower than foreign values. Whenever foreign governments and foreign producers
feel the need for dollar exchange credit, they may reduce their export prices to
the United States to increase sales here.

It is well known that many European industries operate through cartel agree-
ments. It is not uncommon for cartels to depress export prices to penetrate a
selected market.

While it is true that these may be common and in some cases accepted business
practices, this does not constitute justification for changing the basis for customs
valuations. Any basis selected for calculating import duties is more or less arbi-
trary, and has no other use except as a basis for calculating the duty. The key
point is that the result of the changes proposed in H. R. 6040 is a reduction in the
duties collected.

In those cases where export values cannot be applied, the use of United States
value and constructed value, as defined under H. R. 6040, would also constitute
tariff reduction. The removal of limitations on commissions, transportation costs,
and other business costs applicable to United States value, and the removal of
limits on reductions for profits and the like in the case of constructed value, both
result in lower values upon which to calculate duties. Again, the argument of
realism has no bearing because both the present and the proposed changed
procedure is purely arbitrary.

Two studies have been made in an attempt to determine to what extent changes
proposed in H. R, 6040 would constitute tariff reduction. In one study a sam-
pling of invoices on synthetic organic chemicals covering a period in the latter
part of 1953 showed an average tariff reduction of more than 12 percent for those
svnthetic organic chemteals bearing ad valorem rates. In a second study during
1954, the Treasury Department sampled invoices on imports and found that appli-
cation of the procedure proposed by H. R. 6040 would have resulted in an average
reduction of appraised values of more than 7 percent for industrial chemicals.
This includes a much broader range of chemicals than the previous study and
averages inorganic chemicals, many of which have quite low tariff rates, with
synthetic organic chemicals. Both of these studies show extensive tariff reduc-
tion under the proposed new procedures for valuation. We would like to em-
phasize that these are average figures which means, of course, that much higher
percentage reductions would of necessity occur for some individual products.
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It would mean discriminatory tariff reduction against certain products, without
study or consideration as to the desirability of reduction, or the injury which
might resuit.

Moreover, H. R. 6040 proposes changing certain definitions such as ‘“freely
offered for sale” and “usual wholesale quantities.” These definition changes are
all such as will result in reducted valuations for calculating duties. For exam-
ple, the change in definition of “usual wholesale quanties” would be like changing
from the prices which a wholesale distributor charges to general retail hard-
wares, to the lower prices which a single large purchaser like Sears Roebuck
would pay for similar merchandise.

We suspicion that the tariff reduction inherent in these definition changes has
not been included in the Treasury Department studies. It seems doubtful that
information was available on past import transactions to take account of these
new definitions. If the changed definitions were not applied then the tariff reduc-
tion will be somewhat greater than the studies show. Estimates for some organic
chemicals have indicated that appraised valuation reductions may be quite sub-
stantial, and will of course add to the reduction from elimination consideration
of foreign value.

All this leads Dow to believe that tariff reductions somewhat greater than the
7 and 12 percent averages would result for many of the chemical praducts which
we sell. The result would be downward price pressure, coupled with increased
imports and, therefore, reduced sales for our own products.

There is no doubt that H. R. 6040 does in fact represent tariff reduction, but
there is considerable doubt as to whether it constitutes customs simplification.
Experienced customs counsel in testifying before the Committee on Ways and
Means of the House of Representatives, pointed out that years of litigation would
be required to establish the legal meaning of the new definitions set forth in
H. R. 6040. Such litigation could hardly represent customs simplification to the
importer. Moreover, one of the chief claims to simplification resides in the pro-
posal to eliminate consideration of foreign value. If this was done, then data
required for application of the antidumping law would not be available. In
fact, the Treasury Department forwarded a letter to the Ways and Means Com-
mittee indicating the, “intentions of the Bureau of Customs and the Treasury
Department to continue to require foreign value information as a part of the
information contained in customs invoices.” So if foreign value data continues
to be collected to maintain the effectiveness of the Antidumping Act, we fail to
see how the proposed simplification will not result. .

We note in testimony by Hon. H. Chapman Rose, Assistant Secretary of the
Treasury, that reduction of the backlog of cases had been progressing rapidly as
a result of the customs simplification bills passed in 19533 and 1954. These pre-
vious bills, along with the proposals in sections 3 and 4 of H. R. 6040 would seem
to have et the need for customs simplification.

As a result of the fact that H. R. 6040 constitutes substantial tariff reduction,
especially for chemical industry, tariff reduction applied without being either
selective, gradual, or in some cases moderate, and because past simplification
bills have largely eliminated the need for more simplification and because it
appears doubtful that H. R. 6040 will actually lead to significant simplification,
the Dow Chemical Co. urges that section 2 of H. R. 6040 be deleted to remove
those parts which are primarily tariff reduction.

Sincerely,
CALVIN A. CAMPBFLL,
Sccretary, Vice President, and Chief Counsel.

SHULER & BENNINGHOEEN,
Hamilton, Ohio, July 5, 1955.
Hon. H. F. Brrp,
Senate Office Building,
Washington, D. O.

DeARr Sir: It is my understanding that the Senate Finance Committee at the
present time is giving consideration to the customs simplification bill H. R. 6040.

Section 2 of this bill I further understand provides for determining the
amount of duty on any merchandise imported into this country, which would
permit United States Customs appraisers to use the export value alone as a
base. In other words, the foreign exporter could make the export value almost
anything they wanted to, and actually charge more for the same merchandise in
their own country than they would charge when exporting to this country.
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No doubt you have heard all about the extremely low rates of pay in most
European countries, and in fact, most all countries in comparison with the rates
of pay in the United States.

You know about the condition in textile plants in this country. It is in my
opinion possible for foreign exports, that is, imports to this country, to really
wipe out our textile industry. Surely you wouldn’t want this to happen.

Section 2 of H. R. 6040 could arbitrarily and indiscriminately cut United States
tariffs without safeguarding the domestic producers. No peril points to be fixed
for these cuts.

The bill I am told, has passed the House. I do hope you will do all you can
to eliminate section 2 from the same.

Yours very truly,
PAUL BENNINGHOFEN.

UNITED STATES SENATE,
COMMITTEE ON INTERSTATE AND FOREIGN COM MERCE,
July 8, 1955.
Hon. HARRY F. BYRD,
Chairman, Scnate Finance Committce,
310 Senatc Office Building, Washington, D. C.

DEAR SENATOR BYRD: I am writing to express to the Senate Finance Com-
mittee my serious objections to section 2 of H. R. 6040, the proposed Customs
Simplification Act of 1955, now being considered by the Senate Finance Coms-
mittee.

I have no objection whatsoever to simplifying customs procedures. How-
ever, I object strenuously to the enactment of any legislation which would fur-
ther reduce or tend to reduce tariffs on foreign goods imported into the United
States. My understanding of H. R. 6040 is that section 2 would eliminate
“foreign value” as a basis of customs valuation. Further, that it would cause
“export value” to be used as the primary basis of customs valuation.

My objection to this change in the present law is that it would have the effect -
of further reducing tariffs which have already been cut drastically by the
negotiations recently concluded at Geneva under authority of the old Reciprocal
Trade Agreements Act of 1951 and prior to the enactment of H. R. 1 this year
with its protective and restrictive provisions. H. R. 1 as amended was designed
to prevent further tariff reductions to items which had undergone tariff cuts of
more than 15 percent at the GATT Conference at Geneva.

If section 2 of H. R. 6040 were to be enacted, it would bring about further
tariff reductions due to the primary use of “export value” as a basis of customs
valuation. This would be in spite of the drastic tariff reductions on certain
items at Geneva and in spite of the safeguards established by the passage of
H. R. 1.

On May 23, 1955, Mr. H. Chapman Rose, Assistant Secretary of the Treasury,
appeared before the House Ways and Means Committee and testified in favor
of H. R. 6040. Mr. Rose is quoted in the published hearings on page 34 as say-
ing, “There is no provision for any peril point determination in this bill.”

The following testimony by Mr. Rose was brought out under questioning by
Mr. Simpson of Pennsylvania, these questions and answers appearing on pages
34 and 39 of the hearings.

“Mr. SimpsoN. I do not want to get too far away from the point. The point
I am trying to make—and I think you agree with me—is that there is nothing in
here in the nature of a peril point protection for an American business as there
is in connection with the reciprocal trade program.

“Mr. Rose. That is correct, sir. I think nothing of that kind would be appro-
priate in a situation where you are talking about methods of valuation only and
not cutting tariff rates.

“Mr. SiMPSON. But the net result is a cut in the tariff rate. You have showed
us that. The net result is a cut in certain tariff rates.

“Mr. Rose. It has the effect of a reduction in revenue, to the extent that the
reduction in valuation produces that.

“Mr. SimpsoN. From the standpoint of the American manufacturer, he will
:lave less protection in some instances under this bill than he has under exist-
ng law.

“Mr. Rose. That is correct.”

These statements by Mr. Rose make two points clear:

(1) That enactment of H. R. 6040 would further reduce tariffs;



134 CUSTOMS SIMPLIFICATION

(2) That American industry would not have peril point protection under such
tariff cuts effected by administrative procedure of the Bureau of Customs.

The House Ways and Means Committee submitted a report to accompany
H. R. 6040 on June 18, 1955. On page 4 of this report reference is made to the
testimony of witnesses from the Treasury Department regarding a survey con-
ducted by the Department to determine what change section 2 of this bill would
have had on valuation of imports during the fiscal year 1954.

The House report stated : ‘“The survey indicates that there would have been
a probable decrease of 2.5 percent in total dutiable value of merchandise sub-
ject to ad valorem duties with a still smaller decrease of 2 percent in customs
collections on such ad valorem goods * * *

Because of the fact that certain American industries such as the textile in-
dustry, which employs more than 1 million persons, have already suffered se-
rious damage by the reduction of tariff rates at Geneva, I urge the Finance
Committee to amend H. R. 6040 so that it will prevent any further reductions in
tariffs rather than to permit reductions by the application of section 2.

With best wishes,

Sincerely yours,

STROM THURMOND.

FISHERMEN'S COOPERATIVE ASSOCIATION OF SAN PEDRO,

San Pedro, Calif., July 6, 1955.
SENATE FINANCE COMMITTEE,

Senate Office Building, Washington, D. C.

- GENTLEMEN : It is my understanding that your committee is to begin hearings
on H. R. 6040, customs simplification bill, today.

. The Fishermen's Cooperative Association of San Pedro is decidedly opposed
to section 2 of this bill which substitutes ‘“‘export value” in place of the present
“foreign” or “‘export” value, whichever higher.

It would appear that section 2 as presently written practically eliminates the
effect and basis of the Anti-Dumping Act. The tuna industry only recently had
cause to request our Government to investigate the proposed dumping of many
thousands of cases of Japanese tuna in the United States market. The large
shipment never appeared after the request.

. Unless section 2 is eliminated from the bill, we urge that H. R. 6040 not be
passed.

Sincerely yours,

MasoN Case, Manager.
P. S. Kindly include this statement in the record.

UNITED STATES SENATE,
COMMITTEE ON BANKING AND CURRENCY,
July 7, 1955.
Hon. Hazry F. Bynp,
Chairman, Committee on Finance,
United States Senate, Washington, D. C.

DEeAR SENATOR BYRD: For the consideration of yourself and your commiittee,
in connection with H. R. 6040 and H. R. 6041, the Customs Simplification Act
of 1955, I hand you herewith letter from Mr. W. E. Bittle, factory manager of the
United States Rubber Co. footwear plant at Naugatuck, Conn. .

Last year, I worked very hard and was successful in having passed Public
Law 479, to amend paragraph 1530 of the Tariff Act of 1930 with respect to
footwear. This legislation was for the benefit of the United States Rubber Co.
in its footwear plant. This action by the Congress was completely nullified by
the recent action at the GATT Conference in Geneva, which reduced the tariff
on rubber footwear,

1 certainly hope that no action will be taken by your committee in this pro-

nosed legislation which will further hurt this company and affect the whole
economy of that area of my. State, which is dependent on the operations of this
plant. Mr. Bittle expressly mentions certain changes in definitions which would
have an effect of tariff reduction, quite aside from the reductions mat}e by
H. R. 1, recently enacted tariff legislation. I hope these provisions will be
deleted by the Finance Committee before reporting the measure to the Senate.
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1 trust that you and your committee will give very careful consideration to
the statements made by Mr. Bittle in his letter.
Sincerely yours,
PRESCOTT BUSH,
United States Senator.

UNITED STATES RUBBER CoO.,
Naugatuck, Conn., July 1, 19354.
Hon. PrEscorT BUSH,
The United States Senate,
Washington, D. C.

DEAR SENATOR: On July 6 the Senate Finance Commiittee will start hearings
o the Customs Simplification Act of 1955, H. R. 6040 and H. R. 6041. These bills
are identical, and I urge you to protest their adoption as in their present form they
could prove very injurious to the rubber footwear industry and our Naugatuck
plant in particular.

1 favor simplification of procedures, but, when such procedures are complicated
to such a degree that in reality they reduce tariffs, I definitely am opposed. The
bills being considered have tariff-cutting features that are not directly visible
but through specific definition can reduce tariff on canvas footwear by another
20 percent.

The Geneva Conference, as you are aware, reduced the tariff in rubber and
rubber soled canvas footwear, directly affecting our plant: and as yet we are
unhble to clearly determine the detrimental effect H. R. 1 bill will have on our
business. To further provide additional tariff cuts by adoption of H. R. 6040 and
H. R. 6041 would place the rubber footwear industry in an extremely untenable
position.

Complications, such as I have mentioned above, result from the definitions
placed on “wholesale prices.”” Under present customs procedures, wholesale
prices are either:

(a) The manufacturer’s price to retailers; or
(b) The jobbers’ or wholesaler’s price to retailers.

Under the Customs Simplification Act of 1955 they propose to substitute for
(a) and (b) the manufacturer’s price to wholesaler as a procedure to determine
valuation and place a duty on same. This procedure definitely is a tariff reduc-
ing feature that can cause a reduction as great as 20 or 25 percent on rubber
and rubber soled canvas footwear. From appearance their method as proposed
could be termed simplification, but in reality it is a further tariff reduction proce-
dure which I definitely oppose. Section (a) and (b) as mentioned above are
clear-cut procedures and which, in my opinion, need no further simplification.

To tamper with these features appears to be a method to reduce tariffs. No
doubt our customs procedure can be simplified, but let’s stick to simplification
and not have other motives in mind to accomplish by so doing.

Another proposed definition change which would automatically reduce ihe
amount of duty assessed is the term ‘“usual wholesale quantities.” Under present
customs procedure, the usual wholesale quantity is the quantity resulting from
the largest number of transactions and, in my opinion, the proper method for
determination of same. The proposed legislation establishes as the usual whole-
sale quantity the quantity at which the greatest aggregate amount of the goods
involved are sold. This definition would set up chain stores, jobbers, or whole-
salers in the category in which the largest aggregate volume of goods are sold,
resulting in a lower valuation and a resulting lowering of duty charges. We
contend that sales to the small and independent retailer greatly outnumber any
other sales and are more properly and logically classified as the usual wholesale
quantities. To make a determination contrary to the above could serve only as
a tariff reducing procedure.

I hope I have alerted you to a condition which could cause our Naugatuck plant
great concern and ultimate injury and that you will take steps to have these
provisions deleted from H. R. 6040 and H. R. 6041 bills.

Should you feel additional information is necessary, please feel free to call
on me.

Sincerely yours,
W. E. BITTLE,
Factory Manager.
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. NewsuraH, N, Y., July 8, 1955.
Hon. HARrY F. BYRD, :

Senate Office Building:

T!le Greater Newburgh, N. Y., Chamber of Commerce views with alarm
section 2 of H. R. 6040, customs simplification bill which would permit United
States customs appraisers to use export values alone as a base on which ad
valox-gm d.uties would be assessed on many commodities.

This will not simplify customns precedure which is the intent of the act and
could result in a two-point system and dumping of freight products in this
mprket. Section 2 therefore has no place in H. R. 6040 of customs simplification
bill and we urge its deletion in committee,

E. WILLIAM ZOLA,
Ezecutive vice president, Greater Newburgh Chamber of Commerce.

TEXTILE WORKFRS UNION OF AMERICA,

New York, N. Y., July 7, 1955.
Senator HARRY FLooDp BYRD,

Chairman, Scnatc Finance Committee,
Senate Office Building Washington, D. C.

DeAr SENATOR BYRD: You are now considering H. R. 6040 for the simplification
of the customs.

We have appeared before your committee in connection with the Reciprocal
Trade Agreements Act and asked that our industry not be further injured through
additional concessions to foreign producers which will enable them to land goods
in our market for competition on a wholesale basis with us.

The present bill, through its section 2, would enable reductions through the
use of “export value” rather than “foreign value.” Even in the sample survey
by the Bureau of Customs of the Treasury Department, it is apparent that such
change will result in substantial reductions in effective duty beyond the reduc-
tions effected through the new reciprocal trade agreements.

We urge that this action not be taken so that the customs officers may take
the higher of the values as between “export value” or “foreign value” in deter-
mining the base for the application of the tariff schedule.

This is the minimum protection necessary to prevent an additional injury to
the textile industry.

For the detailed statistical basis and considerations underlying our position,
may we refer to the previous statements which we submitted to your committee.

Very truly yours,
SoLOMON BARKIN.

BoARp OF COMMISSIONERS OF THE PORT OF NEW ORLEANS,
ForeiaN TRADE ZoNE No. 2,
New Orleans 15, La., July 6, 1955.
Hon. HArrY F. BYRD,
Chairman, Committee on Finance,
Senate Office Building,
Washington, D. C.

DEAR MR. CHAIRMAN : The Foreign Trade Zone Committee of the American
Association of Port Authorities desires tu go on record in support of H. R. 6040.

Your support of this important measure to improve the economic well being
of our country is urgently requested.

Very truly yours,
J. H. Bovyp,
Chairman, Foreign Trade Zones Committee,
American Association of Port Authoritieas.

A. W. CaestErTON CoO.,
Everett 49, Mass., July 6, 1955,
Senator HARRY F. BYRD,
Secnate Finance Committee, United States Senate,
Washington, D. O.

DreAR SENATOR: ‘We understand that the Customs Simplification Act.,, H. R.
6040, will be heard commencing July 6.
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We wish to go on record as being very much in favor of this necessary and
constructive legislation.

Our export sales comprise a very important part of our business and we
feel that the removal of restrictions of the nature of which this legislation is
designed to correct, will increase the amount of dollars abroad, which in turn,
means additional purchases of our materials.

We also import in small quantities and, while the dollar value involved is
small, we find the fictitious values as set foth for purposes of valuation to be
arbitrary, unrealistic, uncertain, and unfair.

We hope your committee will recommend this legislation in its present form
and without crippling amendments.

Yours very truly, T. W.C
. W. CHESTERTON.

SHARP & BogAN,
Washington 5, D. C., July 11, 1955.
Hon. HARRY F. BYRD
Chairman, Senate Finance Commiitee,
Scnate Office Building, Washington, D. C.

DEAR MR. CHAIRMAN : Our law firm represents several substantial groups of
United States importers in a variety of customs matters, and, therefore, has a
continuing interest in the formulation and administration of customs duties and
procedures. However, we had decided to refrain from testifying on H. R. 6040,
the customs simplification bill of 1955, because of the complete presentation
which has heretofore been mmade on the merits of this legislation.

We present this brief statemnent for your consideration only because the specter
of the Antidumping Act of 1921 has been raised by several witnesses before your
commnittee to becloud the merits of the simplification measure.

We agree with these witnesses, as with alinost every student of the antidump-
ing program, that the 1921 statute demands revision. However, the suggestion
of at least one witness that this can be done quickly and simply is not supported
by the facts or by the studies which have been made of the dumping procedure.

The relationship of the dumping problem to the customs simplification bill is
nebulous, at best. The definition of “foreign value” in section 402 of the Tariff
Act differs from the definition of “foreign market value” in section 205 of the
Antidumping Act. The legisiation before your committee specifically prohibits
a change in the dumping detinition by reason of the change proposed in the defi-
nition of section 402. 'T'he experts of the Treasury Department and the Cus-
toms Bureau have testified that the change sought by this legislation will in no
way affect the administration of the Antiaumping Act.

Accordingly, there seems to be little warrant for revision of the antidumping
procedures by reason of the changes proposed in H. R. 6040. However, there
are many other considerations that make modernization of this 1921 statute
essential. Such changes can be made only after a full discussion and extended
consideration of the many problems involved in our antidumping legislation.

The “star chamber” procedure by which a finding of dumping is issued has
been criticized most recently by Chairman Daniel Reed and Representative
Richard Simpson in the minority report of the Randall Commission. The ma-
jority of that Commission recognized the need for effective streamlining of the
procedure in order to avoid the inequity of undue delay and retroactive penalties.
The Treasury Department has recently recognized some of the inequities inhcr-
ent in the administration of the Antidumping Act and has acted within its admin-
istrative discretion to remedy some of these inequities. The fears of substantial
United States importers as well as friendly foreign manufacturers that the 1921
United States statute is being misused as a protectionist weapon has been ex-
pressed many times in the past 2 years.

All these factors, and many others which a full public discussion of dumping
procedures would reveal, support the repeated plea for amendment of the 1921
Antidumping Act in the light of today’s national needs and national policies.
We sincerely hope the Congress will see fit to initiate such a study at the next
session. At this juncture, however, we respectfully urge this committee not to
take precipitate action by acceding to the request of some witnesses for piece-
meal amendment of the statute.

Respectfully yours,
JAMES R. SHARP.
WM. J. BARNHARD,
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NATIONAL MILK PRODUCERS FEDERATION,
Washington 6, D. C., July 8, 1955.

Hon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, 25, D. C.

DEAR SENATOR BYRD: In connection with the hearings on H. R. 6040, the cus-
toms simplification bill, we would greatly appreciate having the following com-
ments included in the hearing record.

The National Milk Producers Federation is a national farm organization repre-
senting nearly half a million dairy farmers and the dairy cooperatives which they
own and operate and through which they act together to process and market at
cost the milk and butterfat produced on their farins.

Prices for milk and butterfat are presently supported at 75 percent of parity
(about 80 percent under a revised formula). Even at this low support level,
domestic prices for dairy products are substantially above world price levels.
For example, the support price for butter in New York is 5814 cents per pound.
Butter being sold in world trade by the Department of Agriculture is bringing
about 39 cents per pound. With this disparity between domestic and world price
levels, dairy farmers are vitally interested in effective import controls.

The federation has not opposed customs simplification, and we do not now op-
pose those provisions of H. R. 6040 which are strictly customs simplification. We
have opposed in the past attempts to make substantial changes in our foreign-
trade policies under the guise of customs simplification. For example, we have
opposed provisions in previous bills which we feared would be a recognition of the
use by foreign countries of multiple exchange rates and controlled multiple ex-
port prices.

We are concerned that the present bill may have in it some of these same ob-
jectionable features. We are concerned in particular with the substitption of
“export value”’ for *“foreign value” for the purpose of computing United States
tariffs. Since export value would be the price for export to the United States, the
bill seems to contemplate, if not invite, an export price to the United States which
would be different from the export prices to other countries. The use of con-
trolled export prices by foreign nations would make possible an abuse of this
provision.

Unless section 2 of the bill is adequately safegunarded against the use of con-
trolled multiple export prices, we believe it should ‘be deleted from the bill.

Sincerely,
E. M. NorToN, Seoretary.

SoFT FIBRE M ANUFACTURERS’ INSTITUTE,
New York, N. Y., July 8, 1955.
Hon. HARrrY F. BYRD,
Chairman, Scnate Finance Committec,
Senate Office Building, Washington, D. C.

DEAR SENATOR BYRD: After extensive hearings and careful consideration your
committee adopted amendments to H. R. 1 and later persuaded the Senate to
enact the measure as amended. The press has quoted you as hailing this accom-
plishment of the Senate Finance Committee as providing the “first adequate
safeguard to United States industry, since the reciprocal trade program was
inaugurated in 1934.”

We are therefore hopefully expecting that your committee will refuse approval
of H. R. 6040 in the form in which it was passed by the House of Representatives.
It is our belief that section 2 of H. R. 6040 would weaken and might completely
nullify the safeguards placed in H. R. 1. We cannot believe that your committee
will support legislation which would result in the reduction of tariffs by indirec-
tion outside the properly constituted procedures already laid down by Congress
under its constitutional authority and responsibility.

Furthermore the recent reenactment of the caveat in the Trade Agreements
Extension Act of 1955 makes us confident that your committee will prevent the
inclusion in H. R. 6040 of “language taken directly from GATT.”

In behalf of the domestic soft fibre manufacturing industry we respectfully
urge that section 2 be deleted.

Respectfully yours,
GEORGE F. QUIMBY,
Secretary-Treasurer.
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BUFFALO CHAMBER OF COMMERCE,
Buffalo, N. Y., Judy 7, 1955.
Hon. HArRrY FLOOD BYRD,
Chairman, Senate Finance Committce,
Senate Office Building, Washington, D. C.

DEAR SENATOE BYRD: We hope the enclosed Buffalo Chamber of Commerce
position on the customs simplification bill (H. R. 6040) will be helpful to you
in-arriving at a decision on this much-needed legislation.

Sincerely,
CHARLES C. FICHTNER,
Ewxecutive Vice President.

BUrFaLo CHAMBER OF COMMERCE STATEMENT ON THE (USTOMS SIMPLIFICATION
Biry or 1955 (H. R. 6040-H. R. 6041)

The proposals to change sections 402 and 522 of the Tariff Act of 1930 and to
repeal obeolete provisions of the act are enthusiastically endorsed.

Any changes that will simplify procedures, speed up customs handling and
eliminate costly delaysx in importing and exporting will tend to enhance inter-
national trade.

The simplified method of determining the rate of currency conversion is sound.
And the elimination of obsolete provisions in the act is long overdue.

The measures proposed in the customs simplification bill of 1955 should be
enncted with the least possible delay.

IMPORTERS' .Assocm'rlon, INc.,
Hon. SENATOR HARRY F. Byrn ° Chicago, 1L, July 8, 1953.

Scnate Office Building, Washington, D. C.

MY DEAR SENATOR: At a meeting of our board of directors yesterday it was
unanimously voted that we support the customs simpification bill H. R. 6040.
We would appreciate your good efforts in seeing that this bill is passed because
it is unnecessary for me to tell you how vital imports are to our economy. In-
asmuch as I just returned from a prolonged visit to the Orient, I am =ure this
will go a long way toward international trade relations.

Thanking you for your kind cooperation in the matter, believe me to be,

Most sincerely,
JoE GOLDSTONE, President,

DENVER, CoLo., July 8, 1955.
Hon. HARRY FLooD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.

We desire to express for the record in hearings on H. R. 6040 our opposition
to section 2. Our objection is based on a belief that section 2 will virtually
nnll}ty the anti-dumping act. We, therefore, strongly urge the elimination of
section 2.

AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION,
RaApFORD HALL,
Asgistant Erecutive Secretary.

UNITED STATES SENATE,
COMMITTEE ON INTERSTATE AXD FOREIGN COMMERCE,
July 7, 1955.
Hon. HARrY F. BYRD,
Chairman, Senate Finance CoOmmittec,
Washington, D. C.

DEAR SENATOR: I am enclosing a letter addressed to me and a copy of which
was sent to my colleague, Theodore Francis Green, from Mr. Norman E. Randall,
president, Columbia Narrow Fabric Co., Shannock, R. I., with reference to H. R.
6040 presently being considered by your cominittee.

Mr. Randall is a highly respected member of the Rhode Island business com-
munity and as you can see from the contents of the letter he sets forth some very

64984—556——10
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definite opinions regarding H. R. 6040 which I know will be of extreme interest
to the members of your committee.

With warmest personal regards, I am
Sincerely yours,
JOoRAN O. PASTORE,
United States Senator.

Jury 1, 1955.

Senator JoHN O. PasTorE and Senator FRANCIS GREENE,
Senate Office Building, Washington 25, D. C.

DEAr SENATORS . The purpose of this letter is to bring to the attention of the
Senate Finance Committee the views of elastic braid and elastic webbing manu-
facturers on H. R. 6040 and on its relation to certain subsidies, concessions or
rebates which exist, and which we believe have an important bearing on the basis
of determining the value of imported goods, which value provides the basis for
assessment of ad valorem tariff duty.

Others will have pointed out to you the danger of liability to domestic manu-
facturers when foreign manufacturers ship goods into this country at prices below
which they sell in the foreign domestic market. In such situations, where a find-
ing of dumping exists, we are aware that relief is supposed to be available under
the Anti-Dumping Act of 1921. However, we understand that actual antidump-
ing findings have been very few.

But even though there may be some doubt as to whether an antidumping find-
ine will be made to prevent bankrupcies or hardships in an industry, still the
remedy of the Anti-Dumping Act, 1921, should he maintained and ured where
necessary. We are therefore concerned as to whether this will be so if H. R. 6040
becomes law. :

It is important to note that the Anti-Dumping Act bases its investigations and
special dumping relief upon “fair valye” of the imported or foreign merchandise,
1t should also be noted that TD 53773 defines fair value as the first applicable
of the following tests :

(1) Fair value based on price in country of exportation; the usual test.

(2) Fair value based on sales in country of exportation and in other
countries, not including United States.

(3) Determination based on sales by other foreign producers.

(4) Fair value based on cost of production,

It seems reasonable to conclude that If “export” value as defined in H. R. 6040
is adopted, we can expect a new Treasury decision which will change the definl-
tion of fair value as used under the Anti-Dumping Act, 1921, It will mean that
instead of preferred fair value being the price “at which such or similar merchan-
dise is sold by the foreign producer for consumption in the country of exporta-
tion,” preferred fair value will become any lower price at which the merchandise
is offered for export to the United States.

We also particularly call your attention to the conflict between “export value”
as defined in H. R. 6040 and “value” as defined under section 402 of the Tariff
Act of 1930, from which we quote: :

(1) The foreign value or the export value, whichever is higher :

(2) If the appraiser determines that neither of the foreign value nor the
export value can be satisfactorily ascertained, then the United States value;

(3) If the appraiser determines that neither the foreign value, the export
value, nor the United States value can be satisfactorily ascertained, then the
cost of production ;

(4) In the cuse of an article with respect to which there is in effect under
section 3306 a rate of duty based upon the American selling price of a domestic
article, then the American selling price of such article.

Your attention is also directed to section 303 of the Tariff Act of 1930 with
reference to countervailing duties. It should be noted that as of March 17, 1955,
there were 11 commodities for which it had been determined that a bounty or
grant existed and for which countervailing duty was being assessed under section
303. Of the 11 commodities, 9 pertained to agricultural or related products as
follows:

Sugar content of certaln articles, Australia
Butter, Australia

Fortitied wines, Australia

Cheese, Canada

Butter, Denmark
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Spirits, United Kingdom
Sugar, United Kingdom
Spirits, Ireland
Wool tops, Uruguay
The remaining two commodities are:

Cordage, Cuba
Silk and silk articles, United Kingdom.

From the foregoing, it can be seen that our domestic manufacturers have re-
ceived little or no assistance from countervailing duties under section 303 of the
Tariff Act of 1930. Moreover, it is important to note that many concessions or
rebates granted in foreign countries, frequently but not always of a confidential
nature do not come within the definition of a bounty or grant under section 303.
This is important because such concessions, rebates, or subsidies can sometimes
contribute to a substantial reduction of ‘“foreign domestic value” to a lower
“export value.” As examples of such rebates, concessions or subsidies, we point
to the following:

(1) The rebate equal to 36 percent of cost or value of rubber thread in
exports of elastic fabrics, woven or braided, from Western Germany.

(2) The approximately 20 percent refund on value of rayon yvarn in elastic
fabrics exported from Western Germany. This rebate, as well as that in
No. 1 above, are arranged on a confidential basis between elastic fabrie manu-
facturers and the trade group or association for the raw material suppliers.

(3) The rebate amounting to 27 to 30 percent on value of rayon varn
content in elastic fabrics exported from Italy. In this situation a repre-
sentative of the Italian rayon syndicate or association is delegated to the
customs office in Italy, to there act as the third purty in the arrangewments
of the rebhates.

(4) The rebate on elastic fabrics and on other merchandise exported
from France, which governmental rebate approximates 40 percent of the
labor involved in the exported merchandise: this 40 percent. more or less,
represents a refunding of social security or welfare payroll taxes which
apply only to goods exported; it is reported that the refund to French
exporters represents the difference between total French social-security
payroll taxes and similar security payroll taxes assessed to manufacturers
in certain other European countries.

The above examples are undoubtedly only a few of the many secret arrange-
ments existing in countries exporting merchandise to the United States. The
effect of the secret arrangements is to enable the foreign manufacturer to export
to this country at export value which will usually be lower than the foreign
domestic value at which the same merchandise is sold for consumption in the
foreign home market.

For the foregoing reasons, we believe that section 402 of the Tariff Act of
1930 should remain as is and not be amended as provided for in H. R. 6040. We
believe it is vitally important to maintain the preferred foreign value as defined
under paragraph (c¢) of section 402,

As H. R. 6040 comes before the Senate Finance Committee (and perhaps the
Senate itself) we will appreciate your full consideration of the foregoing in-
formation as you vote your convictions. ‘Simplification, as set forth under H. R.
0040, seems to have merit in part; but not when simplification means weakening
statutory safeguards and cutting tariffs. We urge your support, for eliminating
from H. R. 6040, any amending of section 402 of the Tariff Act of 1930 (as
amended as of July 1, 1952),

Respectfully submitted.
NorMAN E, RANDALL,
President.
Columbdia Narrow Fabric Co., Shannock, R. I.
LoweLL, Mass., July 6, 1955.

Senator HarrY F. BYRD,
Chairman, Senate Finance Commitiee,
Senate Office Building, Washington, D. C.:

It is our firm belief that section 2 of H. R. 6040 serves no constructive purpose
and its inclusion in this bill can result only in harm to the domestic textile in-



142 CUSTOMS SIMPLIFICATION

dustry. We are therefore strongly opposed to this section and request that it
be elipdnated from H. R. 6040.

MERRIMACK MANUFAcCTURING Co.,
L. S. Cox,
Ezecutive Vice President.

THE STEUBENVILLE PorTERY CoO..
Steubenville, Ohio, July 8, 1955.
Senator HArRrYy F. BYRD,
Senate Office Building,
Washington, D. C.

DEAR SENATOR BYRD: We in the pottery industry are very much concerned be-
cause our business seems to be slowly dwindling to the point where we are now
operating at a loss in most instances with no glimmer of hope in the future. We
sincerely believe that the customs simplification bill, H. R. 6040, will be another
blow to our struggling industry. We would appreciate very much your very
serious consideration of this matter and the effect it will have on our plants and
their workers.

We hope in your important committee it will receive the benefit of consideration
of all parties concerned.

Sincerely yours,
HARRY WINTRINGER, Jr.,
Vice-President.

UNITED STATES SENATE,
COMMITTEE ON APPROPRIATIONS,
Washington, D. C., July 11, 1955.
Hon. HarrY F. BYRD,
Chairman, Finance Committee,
United States Senate, Washington, D. O.

DEArR CHAIRMAN BYRD: Early this year, I received a communication from Mun-
singwear, Inc., of Minneapolis, Minn., regarding the current valuation practices
for merchandise imported into the United States.

In view of the studies of the Senate Finance Committee at the present time of
H. R. 6040, the Customs Simplification Act of 1955, I wished to bring to the atten-
tion of the committee members the initial letter I received from Munsingwear,
Inc., together with a subsequent report received from the Bureau of Customs. As
the committee will be giving consideration to section 2 of H. R. 6040 which
amends section 402 of the Tariff Act of 1930, I felt that this correspondence would
be pertinent to the question of revising the valuation procedures of imported
merchandise as proposed in said section.

Sincerely yours,
Epwagrp J. THYE, United Silates Senator.

MUNSINGERWEAR, INC.,
Minneapolis, Minn., January 20, 1955.
Senator EpwARD THYE,
United States Senate.,
Washingion, D. C.

DeAR SENATOR THYE: In my opinion, Munsingwear, Inc., the firm with which
I am associated, is being penalized unjustly because of certain rulings of the
customs department. Briefly, the facts of this case follow.

During the years of 1950 and 1951 Munsingwear, who is a manufacturer of
merchandise and a jobber of men’s and boys’ hosiery, bought hand-framed men’s:
argyle socks from the Hudson Hosiery Co., of Hudson, Quebec. The Hudson
Hoslery Co. duyring these same years evidently sold the same quality and kinds:
of goods to certain retail outlets in the United States.

As a jobber who has to sell through retail stores there are certain costs includ-
ing warehousing, insurance, tnxes, selling costs, etc., and these costs, as you
well understand, have to be included in the offering price if we are to continue-
in business. That offering price to the retailer serving the consumer customer-
must permit the retailer to sell the goods supplied by the jobber at a profit and the
retailer must also be competitive with other retail outlets offering like merchan--
dise. This develops a situation which is unfair.
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Under section 402 of the Tariff Act of 1930 an appraiser whom I believe was
Mr. B. C. Arnold found a value on the socks which we were importing for duty
purposes at which everyone could buy—retailers, jobbers, wholesalers, etc. This
value was found to be the price at which the supplier sold to the retailer.

The Hudson Hosiery Co. had two classes of customers—

(1) Wholesalers or jobbers serving the retail outlets

(2) Retailers serving the consumer customers.

Munsingwear, being jobbers, bought at the jobbers’ price which was the same
price at which these goods were offered to all jobbers.

Following the appraiser’s finding, the collector of customs under the authority
granted him in section 8.40 and 24.11 of customs regulations, billed Munsingwear
on customs form 5107 for the difference between the liquidated duty and the esti-
mated duty on entry which in dollars and cents amounts to $1,800 to $2,000.

Mr. F. L. Fox of the local customs office has been very understanding in ex-
plaining the rulings of the customs department and I have no fault to find with
this office or Mr. Fox. It is my contention Munsingwear as the jobber should not
have to pay a customs charge represented by the difference between the price at
which Munsingwear bought these hand-framed argyles from the Hudson Hosiery
Oo. and the price at which they were sold to the retail store because the economics
of business do not follow that pattern.

It is not my purpose to suggest you change the rulings of the customs depart-
ment but am very certain you as an individual can well understand and appre-
ciate the position in which you put a jobber by continuing with the present cus-
toms regulations.

It does seem to me this is something which the Senate should study and be
certain the customs regulations are equitable and that they follow the economics
of business pattern.

Very truly yours,
RAY A. HARTMAN.

TREASURY [)EPARTMENT,
BUREAU or CUSTOMS,
OFFICE oF THE COMMISSIONER,
Washington 25, April 4, 1955.
Hon. Ebpwarp J. THYE.
United States Senate,
Washington 25, D. C.

My DEAR SENATOR: Please refer to your letter of January 26, 1955, concerning
the communication of January 20, 1955, from Munsingwear, Inc., Minneapolis,
Minn,, regarding current valuation practices for merchandise imported into the
United States. .

Briefly, it is the contention of Munsingwear, Inc., that the duties on imported
merchandise should he assessed on the price paid by the importer even though
such price is lower than the price at which the manufacturer is freely offering
his merchandise to all purchasers. Present value requirements are based on
section 402, Tariff Act of 1930, as amended, and Munsingwear, Inc., understands
that the adoption of its theory would require a change in the law.

As to the merits of the proposal, for many years, the value for custoins purposes
under' United States law has been, in theory and to a large extent in practice,
independent of the actual transaction concerning the merchandise undergoing
appraisement, though the actual transaction may afford evidence of the value.
The careful consideration given to this question to date has not developed any
basis for departing from this principle. It has been the Department’s opinion
that a system would not be acceptable which gave the large importer, who was
able to negotiate a favorable price through his greater buying power, a customs
advantage over the small importer who was obliged to pay list prices or secure
smaller discounts.

It has been recognized that the existing customs valuation statute is not per-
fect and has disadvantages. It may also result in injustices in some cases and
studies are being made of changes to be advanced. The Treasury Department
has already submitted proposals for revising the statute (H. R. 6584, 83d Cong.,
1st sess.), and it is hoped that we shall soon submit somewhat similar proposals
again, with such revisions as have been derived so far from our studies. How-
ever, our studies, which are continuing, have not fo far indicated that any change
would be desirable which could result in different duties being assessed on iden-
tical merchandise made by the same producer and imported at or about the same
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time by different importers. The studies do indicate that there would be con-
siderable new adininistrative difficulty if our appraising officers had to determine
the reasons for different importers of like articles paying different prices at about
the same time so that the prices could be adjusted for duty purposes if not fixed
by arm’s-length transactions in an open market.

Munsingwear, Inc., also wrote to the Bureau and a reply along these lines is
being sent to it.

Your enclosure is returned.
Yery truly yours,
D. B. STRUBINGER,
Acting Commissioner of Customs.

(Whereupon, at 12: 30 p. m., the committee recessed until 10 a.m.,
Friday, July 8, 1955.)
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FRIDAY, JULY 8, 1955

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 10: 15 a. m., in room 312,
Senate Office Building, Senator Harry Flood Byr(i (chairman)
presiding.

Present : Senators Byrd, Millikin, Carlson, and Bennett.

Also present: Elizabeth B. Springer, chief clerk.

The CHArMAN. The meeting will come to order. First, I should
like to submit for the record the statement of Frank A. Barrett, of
Wyoming.

(The material referred to is as follows:)

STATEMENT OF HON. FRANK A. BARRETT, UNITED STATES SENATOR
FrROM THE STATE oF WYOMING

Mr. Chairman, I am opposed to the provisions of section 2 of this bill. The
language in that section will make possible the accomplishment of arbitrary
tariff reduction without previous notice to domestic producers and without
regard to peril-point protection for American manufacturers under the guise of
legislation for custom simplification. In other words, Mr. Chairman, it seems
that this section will do indirectly that which the Congress refused to do directly
earlier this year when it considered and passed the bill extending the Reciprocal
Trade Act. Under that act, Mr. Chairman, reductions were limited to 15 percent
and not more than 5 percent per year during the 3-year extension of the act.
Under section 2 there is no limitation of the extent of the cuts that might be
made or the time of making.

Wyoming is the second largest wool-producing State in the Union. Our only
market for domestic wools is the American manufacturers. I am deeply con-
cerned, Mr. Chairman, with the tremendous increase in woolen and worsted
imports. It has slowed down the domestic wool textile industry to a walk at a
time when practically every other segment of our economy has been booming.
Over 100 of our textile mills have closed down in recent years and many today
are operating on a short-time basis. At the same time the market for domestic
wools has been lower than the world market for comparable wools. Although
we consume more than twice as much wool as we produce, the market for
domestic wools has been the worst in many years. According to the Department
of Commerce, woolen exports from the United Kingdom to the United States
has increased 1 million square yards the first 4 months of this year over the
same period of last year. The dollar value of these imports is $1 million higher
this year for the same period this year as against the same period last year.
I am reliably informed, Mr. Chairman, that British woolen exports to the United
States have increased during the month of May this year more than one-third
over May of last year. It seems to me, Mr. Chairman, that it is much worse to
export jobs to the four corners of the earth than it is to export our dollars.

I hope that the committee in its wisdom will eliminate section 2 of this bill.

The CramMmaN. The first witness 1s Mr. R. Houston Jewell.

Identify yourself, please, sir.
145
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STATEMENT OF R. HOUSTON JEWELL, VICE PRESIDENT, CRYSTAL
SPRINGS BLEACHERY, CHICKAMAUGA, GA.

Mr. JEweLL. My name is R. Houston Jewell; I am the vice presi-
dent of the Crystal Springs Bleachery of Chicamauga, Ga., and I am
here representing the American Cotton Manufacturers Institute and
the Underwear Institute.

Mr. Chairman, the American Cotton Manufacturers Institute takes
strong exception to certain provisions of section 2 of this bill and urges
that the section be stricken in its entirety.

The proposed changes in the methods of determining dutiable
value are drastic in character and would tend to impair, or remove alto-
gether, authentic standards of appraisement in the application of ad
valorem duties.

The proposed changes in consequence would :

1. Subordinate the tariff function to considerations of “easy” admin-
i1stration.

2. Transfer the power of value determination to foreign exporters
without the offset of legally dependable correctives.

3. Establish a pattern of legalized price discriminations in inter-
national trade.

1. Remove the factor of competition, whether national or interna-
tional, from value determination.

5. Establish dumping as a legalized practice by removing the means
of identifying it.

6. Distort the dollar measurements of imports, thus crippling
further their use in trade analysis.

The customs survey made by the Treasury to provide statistical
presumptions in favor of the bill has exceedingly limited meaning.
Its comparison of the proposed methods with present methods is based
on the same entries. The value declines attributed to the proposed
system, therefore, are naturally not too great, as would be expected.

ven so, for certain groups the results are serious enough.

The true difference of effect between the present and proposed sys-
tems can be visulaized only by anticipating the changes of motive and
incentive which the proposed system would bring about. Had the
proposed method been in effect as an alternative method in 1954, when
the survey was made, it would have produced an entirely different set
of entries on the same goods.

There can be no doubt that the difference would have been tre-

mendous. Exporters would have been operating under an entirely
different set of conditions in terms of procedures, incentives, and
opportunities. . _
. During the period of the survey, cutoms entries were made with
the certain knowledge that appraisals would be at export value or
foreign value whichever was the higher. In all cases of doubt, this
dual test necessarily involved the process of checking and verification
in order that the appraiser might ascertain the higher of the two
alternative values.

Under such conditions, considerations of self-interest to avoid delays
and penalties were strongly on the side of value declarations which
would conform to the basic intent of tariff law.
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From this highly desirable situation to the one proposed under the
present bill is a far, far cry. The method proposed would make wholly
unnecessary the filing of customs declarations in accord with basic
tariff intent and also make entirely fruitless, and therefore unneces-
sary, any verification or investigation by the appraiser. The language
of the bill does not merely invite this outcome—it guarantees it.

'The bill authorizes four possible methods of determining dutiable
value. Only the first three are controversial and to these we confine
our attention. The preferred method, listed as No. 1 in the bill, is
designated as “export value.” The elements of most drastic change are
contained in this method, and they are so designed to assure the highest
possible use of “export value” with respect to imports subject to ad
valorem duties.

Accordingly, the other two methods are reduced to incidental status
and are in fact described by the Treasury spokesman as “back-

sto‘PIgers.” .

xport value” as we find it in H. R. 6040-6041, is given new defini-
tions widely different from present law. At the same time, it is given
unprecedented significance by the deletion of “foreign value.” Previ-
ously the two have functioned arm-in-arm, mutually providing the
checks and balances so essential to judicious value determinations.

The bill would now force “export value”—as newly defined—to do
the job of both, to do it alone, and without any rational connection
with the realities of the market place. Since it must work without a
rational concept of its value, it cannot qualify as an instrumentality
of value appraisement. It can only be an instrument of tactical ma-
neuver to support an offside assault on the tariff structure.

“Export value” as defined in this bill in its associations with goods,
is restricted to those for exportation to the United States. If exactly
identical goods are being exported at the same time to other countries
at different prices, that fact cannot be taken into account.

Moreover, even the goods being exported to the United States do not
have to be sold competitively to qualify for “export value” appraisal.
In fact, they do not have to be sold at all. It is only required that
they be offered for sale; and the offer need not be made to more than
one “selected” purchaser at wholesale. The purchaser, of course, is not
supposed to accept the offer. Should he do so the entire set of condi-
tions, so carefully drawn for the making of the most advantageous
export value, would be knocked down; and our particular exporter
in that case would lose the business.

To make sure that the exporter, along with his friendly competitors,
1f any, it not embarrassed by unintended acceptances, he is specifically
permitted by the bill to attach strings to his offer. To the potential
purchaser, or indeed to all purchasers, he may s§y, “I offer an X quan-
tity of these goods at Y price for resale only in New Mexico at Y price
plus 1.”  Since this offer is meant to be unacceptable by reason of the
territorial, quantitative and resale price congit.ions, it is declined.
In a cartel or some other cooperative arrangement an offer and refusal
would be still easier. In either case, export value for American cus-
toms purposes has been established.

In lines 5 to 8 of page 6, of the bill, it is indicated that an offer to a
“selected” purchaser be “at a price which fairly reflects the market
yah;\e (I))fl 1the merchandise.” This language has no support elsewhere
in the b1ll :
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1. The bill does not define “market value.” If by it is meant “foreign
value,” it restores a criterion which this bill is designed to eliminate.
An appraiser could not therefore undertake the determination of “mar-
ket value” in the country of export without being called upon to do
what he is doing under present law. Why then should the authority
be removed from the present law?

_ 2. The “market value” test is further nullified by the failure to apply
it to “all purchasers” in line 4, page 6. No notice is taken of collusion,
or of cartels which in most countries are accepted legalized practice.
Omitting Canada, we would have difficulty in’naming any country
where “market value”, in the absence of legislative de%nitlon, could
not be fitted to “export value” as defined by the bill. The use of the
two terms seems to be merely an example of redundancy ; and, in conse-
quence, the offering of goods to one or more purchasers at wholesale
“at a price which fairly reflects the market value” would seem to be 2
distinction without a Kiﬂ'erence as a test of “export value.”

An orderly concept of “export value” with its meaningless criteria,
or of “market value” with no criteria, is made even more difficult by a
change of definition of “usual wholesale quantity.” The “usual” is
now defined to mean a “quantity in an aggregate volume which is
greater than the aggregate volume sold at the price or prices for any
other quality.”

By this device, appraisements are given the advantage of the greatest

uantity discount which can ba contrived whatever the actual size of
shipments. No reference is made to the period of time necessary to
determine an “aggregate volume” which commands the maximum

uantity discount; and the methods of determination are left just as

ree and easy as those relating directly to export value. In fact, they
are a component of the same composite.

The exceptions so far taken to the criteria of “export value” are
those which relate to the incentives, opportunities, and actions of
private individuals.

But the bill not only invites foreign exporters as individuals to have
a field day at the expense of the American Treasury and American in-
dustry. It also specifically encourages foreign governments to con-
tinue the practices of trade discrimination and exchange manipulation
which are the avowed enemies of world trade recovery and which for
10 years we have been struggling to overthrow. o

Many countries from time to time resort to artificial measures
to promote the sales of certain types of merchandise to the United
States. Export bonuses, exchange retention certificates, the use of the
so-called link system, the granting of export credits at rates lower
than for other purposes, the conversion of dollar proceeds into national
currency at rates above the market—all of these and many more devices
influence directly, or determine, the market in which “export value” 1s
established. ]

Senator MILLIKIN. What does that mean please, ‘exchange retention
certificate” ¢ o .

Mr. JewerL. That means, as I understand it, sir, that the foreign
exporter might retain a portion of his dollar proceeds.

enator MirLikiN. Thank you. ‘

The CHAIRMAN. What is the so-called link system?

Mr. JeweLr. The so-called link system, Mr. Chairman, is the system
whereby—we should take a specific example where the country export-
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ing might buy cotton or might buy—I am thinking in terms of textiles,
sir, and that is the reason I mentioned cotton—that they might use the
money received from exports to a certain country, we will say the
United States, which were exported at a low price to purchase cotton
(tlo protect their exports to the other countries. It is quite a common
evice, sir, )

Hence it is often an artificia] and arbitrary market. Under this bill,
customs can take no notice of restrictions on sales or offerings which
‘“are imposed or required by law.” By various implements of govern-
ment policy selected exports to the United States could actually be
priced below cost of production without occasioning any legal reason
to question that price as the applicable measure of “export value.”

If we combine these consequences of foreign government action
under the bill with the unrestrained actions of private traders which
the bill invites, the outcome will almost certainly be a dissolution of
import value standards.

he proposed course removes the means of attaining fair competi-
tive standards in international trade. It brushes aside the concept of
equality of trade treatment as between any given country and its cus-
tomers. It assumes that it is fair and sound from every country to have
a different set of prices for each country to which it exports.

To realize the enormity of such a proposal, let us suppose that Amer-
ican exporters were given the same rights and privileges as are accord-
ed by this bill to foreign exporters. Selling procedures in the export
trade would immediately adjust themselves to take advantage of the
fact that in any foreign country, dutiable value could be established
without reference to competition or to sales to other countries, or to
cost of production.

We have only to visualize the certain repercussions to know that a
wide-scale adoption of such a system is unthinkable and impossible.
- Even GATT, whose chief purpose is to reduce tariffs has refused to
go to such lengths. Article VII, which is one of the basic commercial
¥olicy provisions of GATT concerns itself wholly with “valuation

or customs purposes.”

Section 2 (a) of this article states:

“The value for customs purposes of imported merchandise should
belbase’t’i on the actual value * * * and not on arbitrary or fictitious
values.

Section 2 (b) states:

“Actual value should be the price at which * * * such or like mer-
chandise is sold or offered for sale, in the ordinary course of trade
under fully competitive conditions.”

Of all countries, the United States should be the first to champion
the principle of using for tariff purposes actual value as determined by
“fully competitive conditions.” But H. R. 6040 actually repudiates it,
thus leaving in the lurch both GATT and the American tradition.

Under H. R. 6040, dumping would cease to exist as a separate defin-
able feature of trade. It would become a normal and legally indis-
tinguishable component of trade. There would be no way to give it
definition in a particular case, and no effective way to provide a
remedy. The criteria of “export value” as defined in the law oives
respectability and acceptance to dumping under the guise of customs
simplification.
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No further analysis would seem needed to show that the use of
“export value” as the first and preferred method of appraisement
would represent a drastic change of policy as well as of administra-
tion. Viewed merely as a method, wholly apart from motives, it 1s
indifferent to the actualities of value. _

Being inherently of this nature, it offers to international traders
positive incentive to value distortion.

The remaining two alternatives—“United States value” and “con-
structed value”—would have, in consequence, greatly diminished sig-
nificance as “back-stoppers.” They would be used only under very
exceptional circumstances such as (1) goods of a new type without
previous history of shipments; (2) goods handled exclusively by a sin-
gle exporter; (3) goods manufactured abroad under exclusive contracts
and restrictive as to delivery; (4) goods manufactured by American
owned or controlled facilities, with exports to the United States under
single and direct control.

Even under present law, these conditions, singly or in combination,
often preclude a finding either of foreign value, or export value, and
necessitate the use of United States value or constructed value (cost of
production). Under the proposed law, the number of such cases would
undoubtedly be reduced.

To qu,ali.fg7 for assessment under United States value, the goods must
have a United States wholesale price determined by sale or offer of
sale, of identical or like goods from the same country, and preferably
from the same exporter, 1n the principal market of the United States.
To fulfill this condition, under the proposed law, the importer may
have a 90-day extension.

By token sale or offer of sale, or otherwise, the incentive and the
opportunity are present to contrive a most favorable price as the start-
ing point for the calculation of the dutiable base. .

The procedure is to work back to the theoretical equivalent of ex-
port value by subtracting from the United States price certain charges,
or allowances, representing commissions not to exceed 6 percent, profits
not to exceed 8 percent, import duties, and other costs incidental to
shipment and delivery. After these deductions, the value remaining
is the dutiable base. The 10 plus the 8 percent gives you 18 percent
that might be taken out of this determination.

It is significant that the proposed law would remove the profit com-
mission limitation specified above substituting for them such amounts
as are found to be usual, which incidentally the Treasury interprets as
actual. The request for this change necessarily implies that authority
1s sought for deductions which are larger than the maximum of the
present law. QObviously the larger the deductions the lower the duti-
able base which is ultimately arrived at, and the lower the duties
assessed.

And in this instance the tariff reduction is accomplished not by less
but by more difficult administrative procedures.

It is proposed that changes of similar significance be made in the use
of constructed value (or cost of production) as a method of appraisal.
Under this method the procedure is just the reverse of the United
States value procedure. gt begins not in the United States but in the
country of origin at the raw material level and builds up to the product
value by adding together the charges incurred, directly or indirectly,
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in the operations of manufacture and sale. Because of the unique cir-
cumstances often surrounding the manufacture and export of g

in this value category, present law stipulates that the item of general
expense shall be treated as not less than 10 percent, and that profit
shall be treated as not less than 8 percent. These minima we consider
as both necessary and reasonable.

The CrAIRMAN. Can you give a figure, percentagewise, as to what
increase that would be over the past year? I am speaking of the
increase in exports from Japan. Have you got any figures to show the
increase ?

Mr. JeweLL. Yes, sir, I have. This is only for piece goods, sir,
and in 1955 for the January to Agril inclusive the total imports from
Japan were 23,096,987 square yards against for 1954 10,000,772, which
is an increase of approximately 130 percent.

The CuamMaN. That is the same period, January to April, for
both years?

Mr. JewrLL. Yes.

The CHamrMAN. Does that cover the whole textile importations?

Mr. JeweLL. This is the United States imports of countable cotton
cloth for consumption.

The CHAIRMAN. Does that cover what we call all kinds of textiles?

Mr. JEweLL. Cotton cloths.

The CeAlRMAN. Are there any other importations from Japan in
the textile field ¢

Mr. JewerL. Yes, many other textile items are imported—such as
sheets, towels, blankets, rugs, and table covers. But the sharpest
increase is in ready made apparel, particularly shirts, blouses and
underwear.

The CrareMAN. Percentagewise to the consumption of this country,
what is this 23 million yards of piece goods worth? What is the per-
centage that we consume ?

Mr. JewerL. I don’t have that information in my head, sir.

The CarammaN. But, there has been an increase from 10 million to
23 million—is it yards?

Mr. JEweLL. Yards. Yes, sir. That is square yards of countable
cotton cloth for the first 4 months, January through April, an increase
of 130 percent.

The CHAIRMAN. All right.

Mr. JEweLL. 1 have them for 1953 and 1954, sir.

The CHATRMAN. All right. '

Mr. JeweLL. The total imports in 1954 of cotton cloth were
73,369,000 square yards. We have imported in the first 4 months of
1955 almost half as much as we did the whole year of 1954 and more
than half as much as we did in the whole year of 1953. The Japanese
imports have increased more than the increase of all the exports. The
Japanese increased from 10 million to 23 million, which is an increase
of 130 percent.

The CHAIRMAN. 10 million to 23 million, those are the figures you
gave before.

Mr. JEweLL. Yes, sir.

The CHARMAN. That is for how many months?

Mr. JEweLL. Four menths.

. The CHAIRMAN. Thank you.
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The minimums now in the law do not stand in the way of higher
charges should they prove to be justified.

Therefore, the intent of the proposed bill to remove these minimums
is addressed solely to the possibility of lower valuations for duty
purposes.

The customs simplification bill of 1951 endeavored without success
to remove these same minimums from the computations of United
States value and constructed value (or cost of production). At that
time the Treasury analysis of the bill (p.23) criticized these minimums
as follows:

It “United States value” is used, the deductions allowed may be insufficient
to produce a true value, and if the appraisement is based on the “cost of pro-
duction” there may be excessive additions to it required.

In other words, when used in subtraction they are too small, when
used in addition they are too big.

In the same paragraph the ’Igreasury analysis goes on to say:

At present, there is a certain amount of jockeying by experienced importers
to bring the valuation of their imports under the statutory formula most favor-
able to them.

This we do not doubt, but such jockeying would be increased, not
diminished by the removal of the deductible minimums. When all
items entering the computations are made subject to manipulation, the
experienced importer obviously has more room within which to jockey.

‘he Treasury itself, in 1951, supplied the proof of this. At that
time, the Treasury’s objective was to diminish the use of “cost of pro-
duction” or “constructed value” by introducing ahead of it a new
catch-all method called comparative value. The attempt failed, but
left on the record the Treasury’s very illuminating criticism of the
cost of production “or constructed value” method:

The use of “cost of production” or “constructed value” as the final residual
method needs not only information as to the economic conditions in the country
of origin, but also a type of cost accounting which is difficult to accomplish even
in the United States, where cost accounting is carried to much greater refine-
ment than in most foreign countries. It is common knowledge among account-
ants that when any manufacturer produces two or more products, it is impossible
te determine with any exactness the cost of making any particular product
because the allocation of labor costs, overhead, etc., depends on a more or less
fnformed estimate. These observations are doubly true of the determination
of costs in a foreign country.

Since 1951, the Treasury has apparently reversed itself regarding
the accounting difficulties under cost of production. What it pre-
viously had flatly described as “impossible” it now defends as the
“gctual” and would extend it to wipe out the minimum safeguards on
general expense and profits—the most elusive items in the entire cate-
gory of calculations.

We have only to visualize certain trade situations to see clearly the
tariff significance of the proposed changes. It is well-known that a
large and growing volume of imports consists of parts of products
manufactured abroad for cheapness and entered here for assembly and
merchandising. They are manufactured on specifications, for a par-
ticular end use, in a particular product assembled in the United States
for American distribution.

By their very nature such articles would not qualify for export value,
would rarely have foreign value, would not have United States value
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and would be appraised under the cost-of-production method. In
most cases the foreign manufacturer would be producing many other
types of items, either for his home market or for shipments to other
countries. There would in consequence be great freedom of judg-
ment as to direct cost allocations, general expense distribution, and
profit determination. I have quoted with approval the Treasury’s
own description of the accounting difficulties and the tendency of ex-
perienced importers to do some jockeying under the circumstances.

The articles above referred to cover a vast range of component parts
and mechanisms in the field of machinery, electrical equipment, timing
devices, scientific instruments, optical goods, photographic devices, and
many others.

A different type of situation confronts the textile industry and with-
in the past year has become a source of major concern. Ready-made
apparel, particularly shirts, blouses and underwear, is now being im-
ported from Japan in huge and growing volume. A wireless dispatch
from Tokyo published in the trade press of July 6 reported, on the
authority of the Japanese Ministry of Trade and Industry, that 2
million dozen shirts and blouses wou{d be exported to the United States
this year. In this connection the average import of shirts into this
country in 1954, the average value, was about $4 a dozen which is less
than the cost of the cloth in the same garment in this country. '

These goods are not ordinarily made up and exported by the Japa-
nese garment manufacturer on his own initiative and for his own
account. The American buyer supplies samples and patterns, along
with complete specifications as to quality, design, and trim. It is also
customary for tge American buyer to supply the cloth and accessories.
As the work progresses or upon its completion, the American buyer
makes payment for wages and rent of plant. The Japanese manu-
facturer, in effect, is an overseer manager.

In the type of operation here considered, he has no raw-material
cost, no working capital requirements, no risk, an almost negligible
capital investment, no sales expense and very little general expense.
The profits are thought to be large, but the method of accounting would
probably be not too revealing.

Goods, with such a history, if imported into the United States by
a wholesaler would probably be appraised by the United States value
method. If imported by retailers, the method of constructed value
(cost of production) would probably be used.

Both types of merchants are now importing these goods, among them
the largest and best known of the country’s wholesalers and retailers.
The visits of their buyers to Japan are events of interest to the trade
and are freely published in the trade press.

Only last Tuesday, July 5, the leading textile trade paper made a
front-page story of a large department store’s buying activities in the
Orient. One significant paragraph reads as follows (we omit the
name of the store) :

X store’s “commissionaires will take its samples to the Orient be-
ginning in August or September. By January, the copies made in

apan should be ready for” X.

Whether the importations are made by wholesalers or retailers, the
customs officers face a difficult task in the appraisement of goods pos-
sessing such a history as we have indicated. At best the appraised
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values are absurdly low at any reasonable standards. We have reason
to believe that in many instances these Japanese shirts are coming
1n at appraised values which are actually less than the American
wholesale price of the cloth from which they are made.

In the absence of the statutory requirements regarding the treat-
ment of profits, commissions, and general expense, the valuations
would almost certainly be much lower than the incredibly low levels
already prevailing.

The proposed changes, therefore, would greatly magnify the cost
disadvantage which our industry already suffers in competition with
Japanese goods.

At the same time they would have the effect of causing under-
measurement and understatement of the volume of our imports. The
undervaluation of American imports in terms of total dollar volume
is already present in serious degree and is a factor of major decep-
tion in our trade relationships with other countries.

This factor of distorted trade measurement, important as it is, is
the only one of the many byproducts of a bill which has not been
thought through in terms of its economic consequences.

While the goal of customs simplifications is being sought, we
should remember that there are two ways of going about it. One way
is to do the job more efficiently. The other is to do away with the job.

This bill 1s an acceptance of the latter alternative, and we ask that
this section be stricken in itsentirety.

The CHairmaN. Have you got any suggestion you could make as
to amendment of section 2?

Mr. JeweLL. Mr. Chairman, I think it would be presumptious on
my part to tell the committee how to do it.

The CHAIRMAN. I mean do you think the only thing to do is to re-
peal it, in your judgment ?

Mr. JeEweLL. Yes, sir. I see no reason to change the methods of
valuation. This is definitely—to us it seems that it is just another
case of it being definitely designed to reduce an already low tariff.
The possibilities in this bill of reducing the tariff rates are just
unlimited. | .

The CuairmaN. Thank you, Mr. Jewell. I think you have made
a very able statement.

Senator CarLson. Mr. Jewell, it is your suggestion, as I understand
it, that we strike out section 2. Do you realize that would be a very
severe handicap to this bill ¢

As I check it we would strike beginning on line 1. pages 2, 3, 4, 5, 6,
7, 8,9, down to the bottom of page 10.

Mr. JEWELL. Yes, sir; our position is we don’t see any use in chang-
ing the present law, sir.

The CuairymaN. Thank you, Mr. Jewell.

I understand that Mr. Joseph L. Miller, of the National Association
of Cotton Manufacturers, desires to make an insertion into the record.

Mr. MirLer. That is right, Mr. Chairman. Our president was un-
able to be here today and I just have his statement to put in.

The CaairmMan. We will insert it into the record, sir.

Mr. MiLLer. Thank you very much.

(The statement of William F. Sullivan, president, National Associ-
ation of Cotton Manufacturers is as follows :)
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The National Association of Cotton Manufacturers represents cotton and man-
made fiber textile mills located predominantly in New England. The New Eng-
land textile industry, of which the cotton and manmade fiber textile inills con-
stitute a significant portion, is the region's largest manufacturing employer with
176,000 workers.

The National Association of Cotton Manufacturers is in accord with the ob-
jective of simplifying customs procedures but is opposed to section 2 of H. R. 6040.

We urge that this section be eliminated from the bill. Retention of section
2 will not be of any material assistance in simplifying customs law or procedure
but will only result in serious damage to many domestic industries, including
the textile industry.

Section 2 of H. R. 6040 changes the valuation base on which ad valorem duties
are assessed and would result in significant tariff reductions on textile items.
Abandonment of the present method of basing ad valorem rates on either export
value of the textile product or the value of the product in the foreign market,
whichever is the higher, and substituting the export value, as determined by the
foreign exporter, as the sole basis on which ad valorem duties would be leveled,
is simply a device for tariff reduction under the guise of customs simplification.

Section 2 of H. R. 6040 presents completely unjustitiable hazards and dangers
to domestic textile producers. Itemization of the reasons why serious damage to
the domestic textile industry would result from the operation of section 2
include:

1. Section 2 actually enables foreign producers to take unilateral action in low-
ering the United States tariff on goods which they are exporting to the United
States. This can be done by the simple expedient of selling textile products
to the American market at a lower price than in their own domestic market.
Foreign producers organized into cartels can use a two-price system—a high price
in their own country where they control the market and a lower price for export
to the United States. Section 2 of H, R. 6040 places a very desirable premium
on the use of this system and is an open invitation to foreign producers to exploit
the American textile market.

Even in situations where a cartel does not control the foreign market, textile
producers in other countries are offered a strong temptation to maintain an ex-
port price lower than the price in their own market in order to break into the
American market. Foreign producers would be given a free hand to abuse and
distort our ad valorem rates of duty. There would be no real protection for the
domestic textile industry against price manipulation by foreign producers.

2. Reductions in ad valorem rates resulting from the operation of section 2
would be in addition to the tariff concessions granted by the United States in the
Japanese treaty recently concluded at Geneva.

3. Reductions in rates of duty which would result from the use of section 2,
would be in addition to the 15-percent tariff reduction authorized under the
Trade Agreements Extension Act.

4. Tariff reductions would be made without any advance notification and the
domestic textile industry would be denied any opportunity to present its case
at peril-point hearings, because there is no peril-point provision with respect
to the reductions which would be effected under section 2.

5. The domestic textile industry, damaged by tariff reductions under section
2, could receive no relief from the escape-clause procedure established under
the Trade Agreements Extension Act, because there is no escape clause applica-
ble to section 2 of H. R. 6040.

6. Despite the provision in H. R. 6040 which states that “Nothing in this act
shall be considered to repeal, modify or supersede, directly or indirectly, any
provision of the Antidumping Act * * *.” Section 2 of H. R. 6040 would re-
sult in an increase in dumping since many cases would go undetected if the
present routine of checking the export value against foreign value is aban-
doned.

Under the present law this routine check automatically reveals any cases of
dumping and acts as a deterrent to this practice by foreign producers.

Although the Anti-Dumping Act would remain in effect it would afford com-
pletely inadequate protection to the domestic textile industry against the abuses
resulting from section 2 of H. R. 6040. The Anti-Dumping Act operates only in
extreme cases and any relief it might afford would come too late to be of any
real help to textile mills damaged by tariff reductions effected under section 2.
Additionally, no protection would be afforded against the variety of price
manipulations which would be practiced by foreign textile producers.

64984 —55—11
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It is our firm belief that section 2 of H. R. 6040 serves no constructive pur-
pose and its inclusion in this bill can result only in harm to the domestic tex-
tile industry. We are, therefore, strongly opposed to this section and request
that it be eliminated from H. R. 6040.

The CriatrMaN. Qur next witness is Miss Irene Blunt.

STATEMENT OF MISS IRENE BLUNT, EXECUTIVE DIRECTOR, THE
NATIONAL FEDERATION OF TEXTILES, INC.

Miss BLUNT. My name is Irene Blunt. I am executive director of
the National Federation of Textiles, Inc.

The National Federation of Textiles, Inc. is the trade association
representing the textile manufacturers of the United States who use
manmade fibers and silk in the production of their fabrics. The
members of the federation operate 266 mills in 19 States and in Puerto
Rico. Of these, 125 are located in the Southern States of Alabama,
Georgia, North and South Carolina, Tennessee, and Virginia; 46 are
located in the New England States of Connecticut, Maine, Massachu-
setts, New Hampshire, and Rhode Island; and 94 are located in the
Middle Atlantie States of New Jersey, New York, and Pennsylvania.
The products of these mills represent 72 percent of the total machine
(loom) capacity of the industry reported by the United States Census
Bti(reau as working on broad-woven goods of manmade fibers and
silk.

In our branch of the textile industry, there are approximately
100,000 workers, earning an average of $47 per week, or a total poten-
tial annual payroll of about $230 million.

On Marcg 17, 1955, I appeared before this committee in opposition
to H. R. 1. At that time I suggested in behalf of our industry, a
review of the entire reciprocal trade program to determine whether
it had achieved the original objectives set up for it or whether these
objectives had become mere catchy slogans without any real mean-
ing or foundation in fact. In its consideration of H. R. 6040, our in-
dustry commends to the committee this same approach: Does H. R.
6040 actually simplify customs procedures and how does it affect
tariffs?

While the members of our industry are sympathetic with the desire
to simplify customs procedures, we do not believe that H. R. 6040
accomplishes this objective. On the contrary, we feel that the Fro—
posed legislation would tend to establish at least one procedure which
would nullify the work of this committee in revising H. R. 1 so as
to provide some measure of protection for American industry and
labor. We are, therefore, impelled to state our opposition to H. R.
6040, as presently proposed, except for section 4 which repeals out-
moded legislation.

Our industry is especially concerned about Section 2 which redefines
export value in such a way as to lower existing tariffs on synthetic
fibers and manufactures. Our branch of the textile industry is par-
ticularly affected by this change in the method of valuation since
tariffs on textiles of manmade fibers and silk are almost exclusivel
assessed on an ad valorem basis and since it is ad valorem tariffs whic
are affected by the proposed legislation. ‘

In connection with the statement by Mr. H. Chapman Rose, Assist-
ant Secretary of the Treasury, before the House Ways and Means
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Committee on May 23, 1955, the Treasury Department submitted a
survey made by the Tariff Commission in 1954 which purported to
show—among other things—the “effect of proPosed legislation on
valuation of imports subject to ad valorem duties.’

According to this survey, synthetic fibers and manufactures ranked
10th en the%ist of 17 commodity groups which would show a decrease
in valuation exceeding 4 percent under the proposed legislation. In
terms of dollar imports as shown in the customs survey, synthetic
fibers and manufactures were imported into the United States in 1954
at the rate of $25 million annually. The importation of synthetic
fibers and manufactures is exceeded by only 4 other commodity groups
of the 17 which would receive a valuation decrease of more than
4 percent.

n other words, although $25 million worth of synthetic fibers and
manufactures are already being imported into the United States, the
proposed legislation, the Treasury witness testified, would reduce the
valuation on this commodity group by at least 6.83 percent. This
would naturally result in a decrease in existing tariffs on this com-
modity group and a corresponding increase of imports to the detri-
ment of our industry and its 100,000 employees.

The CHairMAN. Are these average figures you are giving ?

Miss BLUNT. Yes; they are.

The CaamMAN. What is the highest reduction in any particular
cabegor%?

Miss Bro~t. That T could not tell you, but I will be glad to supply
the information, Senator. The figure that we quote is the one given
by the Treasury Department. e have not analyzed the individual
items.

The CHAIRMAN. Mr. Jewell, do you have anything on that? The
largest reduction that is possible or grobable on any particular com-
modity, instead of the average figures? ‘

Mr. JEweLL. The largest possible reduction ?

The CHAIRMAN. Yes.

Miss BLounT. I think I can supply it, Senator.

The CHAIRMAN. All right. :

Miss BLunt. We regard the above as the very minimum damage to
our industry which would result from the proposed change in valua-
tion and have drawn parallels from the Tariff Commission survey to
demonstrate this point only. It is our understanding that the accu-
racy of these figures is widely open to question and we believe that a
change in the present methods of valuation on import commodity
groups would result in much greater decreases in protection to our
industry than the survey purports to predict.

The Treasury itself recognizes the danger inherent in export value
as defined in H. R. 6040. In his statement before the House Ways and
Means Committee, Mr. Rose said :

* * * we have sought to minimize the incentive to create artificial conditions

in the trade in a particular product for the purpose of shifting the valuation
basis to a more favorable standard.

Mr. Rose does not claim that the act is written to preclude or counter-

balance this dangerous incentive, he says only that the Treasury has
attempted to minimize it.
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If we examine the manner in which this danger was minimized, we
find ourselves right back where we started with the definition of
“export value.” at Mr. Rose called backstopping is not, as he
would have us believe, & means of checking or counterbalancing the
valuation of merchandise by export value, but merely alternative
methods to be used whenever the export value cannot be determined.
Nowhere in this act do we find the backstops which Mr. Rose admits
are needed to prevent cynical use of the export value method of valua-
tion by foreign exporters.

It does not seem necessary to dwell upon the reasons—such as the
need for dollars, the desire to break into the American market—which
might impel a foreign exporter to use to his own advantage the export
value method of valuation as defined in this act, but we do wish to
¥omt. out that no official yardstick or mechanism exists, as in H. R. 1,

or stogpmg a foreign exporter from undercutting American industry
and labor. It is for this reason, primarily, that the National Federa-
tion of Textiles, Inc. expresses its opposition to H. R. 6040.

We appreciate the opportunity to present our views. We sincerely
ho'g%thg will be of value to the committee.
| e CaalrMAN. Thank you very much, Miss Blunt, for your con-
tribution. ’
Miss BLonT. Thank you.

The CuarrMAN. The next witness if Mr. Harry A. Moss, Jr.

STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY,
AMERICAN KNIT HANDWEAR ASSOCIATION, INC., GLOVERS-
VILLE, N. Y.

Mr. Moss. My name is Harry A. Moss, Jr., executive secretary of
the American Knit Handwear Association, Gloversville, N. Y.

The CairMaN. Go ahead, sir.

Mr. Moss. The members of this industry manufacture gloves and
mittens and slipper sox tubes, knit directly from yarn. We have no
export market. The American market is our only market principally
because our higher labor costs preclude a forelgn demand for our
products. We have already lost over 60 percent of our market, result-
ing in a commensurate loss of employment and production, and the
mortality of over one-third of our companies.

Therefore, we vigorously oppose enactment of section 2 of this bill,
because the deletion of “foreign value” as a base of valuation would
result in hidden tariff rate costs, as admitted by the Treasury Depart-
ment.

Although the projected cuts revealed in the Treasury survey aver-
aged 2.5 percent we have no way of knowing how deeply specific
product rates may be cut. To thus legislate unpredictable cuts on
specific products is capricious and unethical.

Such legislation would be an unreciprocated gift to foreign produc-
ers and, as such, would be contrary to congressional intent inherent
in all trade-agreements legislation.

This leads us to question the philosofphy which proposes the enact-
ment of section 2, in order to delete “foreign value” and to establish
statutory definitions of certain terms.
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Foreign value is net obsolete. The term, “foreign value” and all
corollary terminology has been adjudicated clearly in the past 30 years
of litigation before the courts. It is effectively in use today. It is
not outmoded. It is realistic, and the bases of good commercial prac-
tice, aeting as a safeguard against fraud. The proposed section 2
would, rather, open the door to another generation of litigation to
interpret the new definitions. This result is obvious. It would not be
simplification. Apparently, the proponents are willing to perpetuate
conﬁxsion and litigation as a calculated risk, in order to bring about
another round of tariff cuts in the guise of repealing obsolete provisions
of the customs laws.

Such a scheme, we submit, is unethical, contrary to the established
policy of gradual, selective, and reciprocal tariff reductions, and would
further jeopardize industries such as ours which are already suffering
import injury from current inadequately low tariff rates.

The members of this industry, therefore, urge deletion of section 2
of this bill, but recommend passage of the other sections which appear
to be in the interest of true customs simplification.

The CuairmaN. Thank you very much, Mr. Moss.

Our next witness is Mr. Edwin Wilkinson.

STATEMENT OF EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT,
NATIONAL ASSOCIATION OF WOOL MANUFACTURERS

Mr. WiLkinsoN. My name is Edwin Wilkinson, I am executive vice
resident of the National Association of Wool Manufacturers from
ew York City.

Gentlemen, we appreciate this opportunity to present our views on
H. R. 6040 the so-called Customs Simplification Act. AsI flew in from
a more primitive vacation spot to take advantage of this opportunity,
I fear tge form and number of copies may not be up to requirements.
I hope the clarity of statement suffers none from the simplicity of en-
vironment in which it was developed.

First off I would like to disqualify the Honorable H. Chapman Rose,
Assistant Secretary of the Treasury as a predictor. During his ap-
pearance before the House Ways and Means Committee in regard to
H. R. 6040 in a passage with Conﬁressman Simpson,* he, in effect,
predicted that everybody would be happy about this measure. Well,
we’re not happy and I think we have lots of company.

The importance of this disqualification should become more appar-
ent as one studies the implieations of section 2 and particularly the pro-
jections and guesstimates arising out of a sample survey of 1954 im-
ports which is now in the record.

When we recorded our objection to section 2 of this measure before
the House Ways an dMeans Committee we pointed out that if “foreign
value” was eliminated as a criterion of value for the assessment of
duties the enforcement of our antidumping laws would become a mem-
ory, if not a farce. In recognition of this valid complaint raised by
us and practically every other witness in opposition, the House wrote
in—

Nothing in this Act shall be considered to repeal, modify, or supersede, directly
or indirectly, any provision of the Antidumping Act, 1921, as amended.

1 Hearings, p. 88.
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Now just what does the above language do? Precisely what it say,
but little or nothing of what it is intended to infer. In other wor(g,
this bill, H. R. 6040, does not repeal, modify, or supersede a single
provision of the Antidumping Act of 1921 but even so, without doing
any of these things, it pulls the rug out from under effective enforce-
ment of the Antldumpmﬁ Act of 1921. As a matter of fact H. R.
6040 would be better titled if, instead of being called customs simpli-
fication, it were entitled : “A Bill To Reduce %ariff Revenues, Reduce
Duties, To Emascuate the Antidumping Act of 1921, To Amend Cur-
rency Conversion Procedures and To Prune Obsolete Provisions.”
Obviously only the latter two qualify as customs simplification.

REDUCTION OF TARIFF REVENUE

Treasury admits that tariff revenues will be reduced by the aban-
donment of “foreign value” and the Tariff Commission says:

It is believed that the substitution of “export value” for “foreign value” would,
as a rule, be more favorable to importers * ¢ *,

Thus it will be seen that there is no argument on this point. The
only question is, How much will revenues be reduced ? The witness for
Treasury projectings findings in a sample survey, estimates the rev-
enue loss at 2 percent or $250 million.

Senator BENNETT. Mr. Chairman, may I interrnpt the witness?

My memory is that the figure of the Treasury was $5 million not
$250 million.

The CHATRMAN. That is my recollection.

Mr. WiLkinsoN. I may stand corrected on that, sir.

Senator BENNETT. A reduction from $259 miilion to $254 million;
and maybe your $250 million was a picture of the total involved
rather than the amount of the reduction.

Mr. WkiNsoN. I may have inadvertently erred in which case the
estimate was a 2 percent figure. ,

Senator BENNETT. TWo percent figure and $5 million.

The CralRMAN. That is my recollection.

Mr. WiLkinsoN. Measured against current Federal expenditures
and deficits this may seem smalf But we caution, large or small, it
ig but an estimate. Before its acceptance we would recommend care-
ful inquiry into the methods employed in the underlying study.

We are told that every 20th entry at New York and Laredo and
every 40th entry at Detroit, Buffalo, Los Angeles, San Francisco, New
Orleans, and Houston comprised the sample. While we are informed
that 70 percent by value of imports subject to ad valorem duties were
appraised at these 8 ports in 1954 we are not told what portion of the
sample was comprised of duty-free entries or entries on which only
specific duties applied. The 1mportance of this lacking information
is highlighted by chart 1 of the Treasury exhibit where it is shown
that of over $10 billion of entries nearly 6 billion were duty free
and over 3 billion subject to specific duties ontll. Thus $9 billion worth
of the total entries would be nonsensitive to the change proposed here.
Because of their preponderance in the universe sampled could they
not inject an unrea].lx)stic bias in the results brought about by the
reported sampling procedure? -
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REDUCTION OF DUTIES

Concomitant with this admission that tariff revenues would be re-
duced is, of course, the admission that the protective incidence of indi-
vidual duties will be reduced. While Treasury has presented imposing
charts intended to minimize the hazard here the fall short of mollif?ing
those who seek equalization by tariffs of the unfair competition from
abroad arising out of ludicrous wage rate comparisons. Averages are
exclusively resorted to in an attempt to allay our concern. True,
averages are developed for 77 commodity groups into which the
Department of Commerce breaks down our imports. Examining
chart 2 of the exhibit submitted by Treasury, we find that the decrease
of valuation, according to their own study, ranges from 0 to 16 per-
cent in these particular commodity groups. With mathematical preci-
sion Treasury asserts that the valuation reduction will be 2145 per-
cent. That, of course, is of little solace, in fact meaningless, in areas
where the reduction is in the higher magnitudes of 5, 10, or 15 percent
ormore. What is of greater importance, nowhere is the range of reduc-
tions within the specific groups indicated. Just as 214 percent is a
bland appraisal of overall reduction in a situation where the reduc-
tion may soar as high as 16 percent so is 1.24 percent estimate of value
reduction noncomforting to wool manufacturers. We are concerned
with the range of reduction and the items affected.

As what we are dealing with here is duty reduction rather than
customs simplification we assert that this proposal falls short of the
criterion established by the President when?xe said :

* ¢ * reduction in tariffs * * * must be gradual and selective * * ¢,

The instant proposal, developed at random and projected on estimated
averages, has none of these qualities and is more like a shotgun blast
in the dark.

When one considers the time, thought, and debate that preceded
enactment of H. R. 1 which enabled the President to reduce. tariffs 15
percent over 3 years, when it is realized that this authorization was
accompanied by devices designed to protect the national interest, such
as the peril-point and escape-clause provisions, it does not seem logical
that such a scheme as is here proposed haphazardly to reduce tariffs
should receive your approval.

EMASCULATION OF ANTIDUMPING ACT

At the outset we recalled the part of the amendment of the House
commitee reasserting intent with respect to maintaing the integrity
of the Antidumping Act of 1921. May we now point up the reason-
able doubt that lingered as revealed by the additional language in
that amendment. After declaring there should be no change in the
Antidumping Act the House continues:

The Secretary of the Treasury, after consulting with the United States Tariff
Commission, shall review the operation and effectiveness of such Antidumping Act
and report thereon to the Congress within 1 year after the effective date of
this act.

Not only does this reveal a lingering doubt but the language con-
tinues ang indicates that the House anticipates that strengthening -
measures will be required, for it says further—
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In that report, the Secretary shall recommend to the Congress any amendment
of such Antidumping Act which he considers desirable or necessary to provide
for greater certainty, speed, and efficiency in the enforcement of such Anti-
dumping Act.

We submit that so far as the dumping of items subject to ad valorem
duties is concerned one of the most effective safeguards presently avail-
able is the requirement that the duty assessment be based on foreign
value or export value whichever is higher. |

The immediate retort is, “But this will not reduce the present burden
on the Treasury Department.” Perhaps not. But neither will the
¥roposed elimination of the “foreign value” base reduce this burden

or Secretary Humphrey, in a letter to the Honorable Jere Cooper,
chairman of the House Ways and Means Committee, said :

"I wish to advise your committee that it is the firm intention of the Bureau of
Customs and the Treasury Department to continue to require foreign value in-
formation as a part of the information contained in customs invoices. Conse-
quently, the Treasury Department will continue to have available to it foreign
value information upon which to initiate investigation of possible sales at a
dumping price wherever the discrepancy between invoice price and foreign value
appears to warrant it.

Thus we see the elimination of “foreign value” is not, in the eyes of
Treasury, intended to reduce its obligation or its task. But what is
more important, and not recognized in the above official statement, is
the hamstringing of the Trea Department in pursuit of its legal
obligation should this section 2 be enacted. If section 2 is enacted,
and we pray it not be, the statutory definition of “foreign value” evapo-
rates into nothingness. By what rules, then, will the “foreign value”
information to be required on customs invoices be devised? Gentle-
men, this is a needless exposure to dumping—an exposure brought
about not by revision of the Antidumping Act itself but by alteration
of companion law. The House was right in manifesting concern but
did not go far enough. We ask you to go the needed distance and reject
section 2 of H. R. 6540.

Maintain “foreign value” as one of the bases for the assessment of
ad valorem duties and protect the domestic market from the dumping
opportunities available to trading states and cartels should this pro-

osal carry. Even if we could accept the proposition that foreign
imports should be increased we cannot accept the proposttion that the
importation of foreign business concepts, many illegal under our laws
here, should be stimulated.

Enact sections 1, 3, and 4 of H. R. 6040 and achieve an additional
measure of customs simplification but let us not indulge in tariff tink-
ering in the dark under the guise of customs simplification.

Tﬁe CrmammaN. Thank you, Mr. Wilkinson. Any questions?
Thank you very much, sir.

Mr. WkinsoN. Thank you.

The CrAIRMAN. I would like to make i{part of the record at this
ﬁoint a statement submitted by Mr. J. M. Jones, in behalf of the

ational Wool Growers Association.
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NATIONAL WooL GROWERS ASSOCIATION,
Salt Lake City, Utah, July 6, 1955.

Re H. R. 6040.

Hon. HagRerY F. Bykp,
Chairman, Senate Finance Committee,
United State Senate Office Building,
Washington, D. C.

Dear MR. CHAIRMAN : Inasmuch as it is impossible for representatives of the
National Wool Growers Association to appear personally before your committee
in opposition to H. R. 6040, it will be appreciated if this communication will be
made a part of the record of your proceedings with respect to the Customs Sim-
plification Act of 1955.

Our objections are mainly threefold :

1. It is admitted by the Treasury Department that the new valuation methods
and definitions to be used would reduce effective tariff rates. Regardless of how
large or small this reduction would be, it is our feeling that the domestic wool
manufacturer is entitled to and should receive an increase in tariff rates rather
than any reduction. Our raw material producers are interested in this because
the domestic manufacturer is our only customer.

2. The proposal as written, when taking into account present statutes, would
not simplify custoins procedures unless present laws were changed and in addi-
tion the so-called *‘‘export value * * * for exportation to the United States” could
only result in using the United States as a dumping ground for foreign countries
with lower wage and living costs. Foreign countries could, and no doubt in inany
Instances would, set prices so as to undersell domestic-made competitive com-
modities.

3. The passage of this legislation would nullify, in our opinion, both the Anti-
Dumping Act and section 303 of the Tariff Act of 1930. These are not permissive
laws, but are mandatory upon the Secretary of Treasury. An export price as
defined in section 2 of H. R. 6040 might be established which would conform to
the legal requirement under these proposals with respect to valuation, but it
would not conform to the present provisions of law. This would result in 1 of 2
situations: (a) Either the United States would be accused of double-talk and
create the ill will of the exporting country, or (b) present statutes would have
to be overlooked. Since these proposals would be enacted subsequent to the pro-
visions of present law mentioned above, the most recently enacted legislation,
without doubt, would take precedence. This is extremely bad legislation.

In section 3, if it can be interpreted that multiple rates of exchange for the
same foreign currency can be established at the same time, we are opposed to
this provision. Maultiple rates should not be recognized and should be plainly
stated. This would not simplify customs procedures.

Sincerely yours,

J. M. JoONESs.
The CrarMaN. Mr. A. C. Cramer.

STATEMENT OF ALBERT C. CRAMER, SECRETARY AND ASSISTANT
TO THE PRESIDENT, ALBANY FELT CO., ALBANY, N. Y.

Mr. Cramer. Mr. Chairman and members of the committee, my
name is Albert C. Cramer, and I am speaking today on behalf of the
Albany Felt Co. of Albany, N. Y., of which I am secretary and assist-
ant to the president, and also on behalf of the Woven Woolen Felt
Industry, a trade organization of 11 companies producing woven
woolen felts.

The CuairMaN. Proceed, sir.

Myr. Cramer. Thank you.

Perhaps it would be helpful if I could take just a few more words
than appear in our written statement to describe the nature of our
products which are not generally understood.

The felts our industry produces are used primarily in the manu-
facture of paper, where they are a part of the essential operating
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equipment. They are made in the form of long endless belts, the func-
tion of which is to transport a wet sheet, being formed, through those
sections of the paper machine where the water is drained off.

They vary greatly in size all the way from 15 or 20 feet in length
to better than 200 feet in length and from 40 or 50 inches in width and
some as wide as 300 inches; in other words, 25 feet. They must have
individual characteristics depending upon the type of paper machine
on which they are to be used, the type of paper to%e produced. They
must drain water readily, they must impart the desired finish to the
sheet of paper. Because of tﬁis, they are designed individually for
each ‘machine. In fact, you might say they are tailor made.

We do produce many other types of industrial fabrics, primarily
for use in the textile industry and the chemical industry, where they
are also essential equipment.

To proceed :

1. H. R. 6040 which has been described as a technical simplification
bill, would have the immediate automatic effect of reducing tariffs
in our industry by at least 10 percent and on some of our products, as
much as 20 percent. This automatic cut of 10-20 percent is on to
of the authority given to the President under H. R. 1 to reduce tariffs
an additional 15 percent over the next 3 years. This presents a real
threat when you realize the ad valorem rate on our products has
alremli_ly been cut 75 percent.

2. H. R. 6040 not only reduces tariffs, but by eliminating the for-
eign value as a basis for customs valuation it will destroy a very im-
portant line of defense against foreign cartels. Double pricing is a
standard cartel practice; one price for domestic sales, another for
exports. So long as foreign value is in the tariff law, the foreign
paclitel cannot use the double price system effectively against American
industry.

3. Ttl;ls; Antidumping Act is not an adequate substitute for the
automatic protection provided in the present law. Moreover, the en-
forcement of the Antidumping Act is closely related to the tariff act.
If the customs staff abroad should be reduced and no longer deter-
mines foreign values, the Tariff Commission and the Secretary of the
Treasury will inevitably do a less effective job of stopping dumping in
the United States.

To understand the importance of the tariff cut inherent in this bill,
I would like to explain to the committee the situation of our industry.

We have a special tariff problem. The industry employs 5,000
workers in 6 States in 11 plants. As I have said, felts are not a
standardized product. They vary greatly in size and weight depend-
ing on the type of paper to be made. Skilled labor therefore is a very
large part of the cost of production. :

The industry has no geographical advantages in competing for the
American market over foreign plants.

I would like to interpose here that the market for paper machine
felts is not an expandable market depending on price. It is deter-
mined entirely by the quantity of paper produced and the need for
felts to make such a paper. .

It is cheaper to ship felts from Europe to our North Pacific ports
than it is to ship by rail from our felt mills in Wisconsin, Massachu-
getts, Maine, New York, Ohio, and Pennsylvania.
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Our industry has no advantages in raw-material costs. Wool repre-
sents 80-95 percent of the raw-material cost. If anything, we are at
a price and quality disadvantage compared to our foreign competitors
in &urchasing wool.

e have no advantage in machinery costs. The machinery used to
produce felts in the United States and the rest of the world is sub-
stantially similar and European feltmaking machinery is cheaper than
American machinery. Since felts can never be mass produced, there
will probably never be any significant machinery advantage.

With regard to labor, we are even worse off. - l{abor costs represent
approximately one-third of the total cost of producing woven woolen
felts. Studies have shown that there is no significant difference be-
tween the output per man-hour in the woven woolen felt industry in
the United States and in foreign countries. But the United States felt
industry pays wages ranging from 400 as much as 1,000 percent more
than our foreign competitors.

Our labor force as 1 have said is highly skilled and if it were once
dissipated, it would require a long training period to reconstitute the
labor force.

1 Senagtor MrLxiN. How many employees do you have in your in-
ustry

Myr. CraMEr. In the industry, roughly, 5,000, Senator.

I would like to say here, that our industry is vital to any defense
efforts. In fact, I have here a letter from the Department of the Navy,
written June 1954, which says, in brief:

The Department of the Navy wishes to inform you that the Albany Felt Co.

is considered by the Department of Defense to be of major importance to the
security of the Nation.

As we have said, paper cannot be produced without felts, and we all
know the extent to which paper was a factor in the late wars, not only
in cartons for ammunition, wrappings for emergency rations, but I
might add that we also made a particular form of fth which, after
impregnation, was used in self-sealin% gas tanks for airplanes.

t is, themfore, apparent that an adequate level of tariff protection
is essential if the $50 million felt industry and the jobs of thousands of
American workers are not to be undermined.

The tariff on woven woolen felts is a compound rate. KFirst, there is
a specific duty per pound which is designed to equalize foreign and
domestic costs of the raw material—wool. Second, there is an ad
valorem tariff rate.

Since the enactment of the Tariff Act of 1930, our tariffs have been
cut three times. Our tariff rate has been cut by 75 percent, that is,
a total of 75 percent, from an ad valorem rate originally of 60 percent
to an ad valorem rate today of 15 percent. This is a greater, by the
way, cut than has been imposed upon any other segment of the wool
manufacturing industry. Moreover, the compensatory portion of the
tariff has dropped from 50 cents to 3714 cents per pound.

A further 10-20 percent reduction in tariff under the guise of simpli-
fication of valuation procedure will have very serious consequences for
our industry and all other industries where foreign cartels operate.

Let me get down to cases to show you what this means. We have
checked on the European cartel prices for felts. I have here a brief
summary or statement of the pricelist put out by the British Felt
Association which I would be glad to furnish the committee if desired.
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(The document referred to is as follows:)

Disparity between English domestic prices and ezport prices on $ most important
types of woven woolen felts

(1) Common wets: (2) Pulp felts:
United Kingdom price______ $3.63 United Kingdom price._____ $3.09
Argentina______ —_— 327 Argentina_____ 2.7
NOrwayYe e 3.54 NOIrWAY e e e e 2.21
Mezxico e ——————— 8.28 Mexico...--- - 2.79
British Commonwealth. ... 3.54 British Commonwealth..__. .. 3.01
(8) Pickup felts:

United Kingdom price—..-_. $6.06

Argentina ——— 5.46

Norway 4.54

Mexico 5. 46

British Commonwealth_...... 5. 80

Mr. CraMer. It shows for the standard grade of felts making u
the largest segment of our business the prices charged by the Englis
mills for foreign export to the Western Hemisphere are in fact 10 to 20
percent lower than the prices charged for the same felts in the English
domestic market. This price differential seems to be the standard prac-
tice of European mills. If H. R. 6040 is adopted, the export price,
not the foreign price, will determine the duty. Since the difference
between the foreign price and the export price is 10 to 20 percent,
American tariff protection will drop automatically 10 to 20 percent
by the elimination of foreign value.

I understand the distinguished Assistant Secretary of the Treasury,
Mr. Rose, presented a chart minimizing the effect of this bill by speak-
ing of after-duty cost. I hope the committee will keep in mind the
fact that so far as our industry is concerned this bill will reduce the
tariff protection by 10 to 20 percent. This is an automatic, ex parte
reduction as large or larger than any cut in tariff authorized by H. R. 1.

The manufacture of felts in Europe—and, of course, exports of felts
to the United States—is controlled by a few large producers in Eng-
land, France, and Sweden who are members of closely knit trade organ-
izations. And, as we have said, they have a dual-price system (one
price for exports and another for domestic sales).

The valuation provisions of the Tariff Act of 1930 are an automatic
defense for American producers against this cartel dual pricing.

One of the important reasons that the cartels have not invaded the
United States market, is the built-in protection in the present law
which imposes tariff on foreign value when it is higher than the export
price. This automatic protection guards against export practices
which verge on dumping. A foreign producer who sets prices for the
United States market without regard for costs is checked because the
ad valorem tariff is applied to the higher base value established b
sales in the foreign market. H. R. 6040 would abandon this self-
enforcing safeguard against dumping.

T understand the Assistant Secretary of the Treasury, Mr. Rose, said
that the automatic protection in the present law could be made ineffec-
tive if the foreign producer decides to adjust his prices. By this sim-
ple device, Mr. Rose said, he can achieve the effect of lowering the
tariff to the same extent as provided in H. R. 6040. However, we
believe this appears to be an oversimplified analysis where forei
cartels are involved. The foreign cartel has the choice of lowering its
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domestic price to make it equal to the export price, thereby losing the
higher profit in the domestic market, or else abandoning its low ex-

ort price, thus losing its monopolistic advantage in the export mar-

et. The cartel continues to be faced with these unpalatable choices
which require a complete change of cartel policy. so long as the present
law is in effect. Moreover, the fact that Customs continually investi-
gates foreign prices means that foreign cartels are reluctant to ship
into this market under a dual price system. To do so would expose
them to the risk of an antidumping proceeding. This fact is doubt-
less one explanation of the small amount of exports of felts to the
United States by the European cartel.

If foreign value should be completely eliminated from section 402,
the only protection for an American manufacturer from arbitrarily
low-priced imports would be the Antidumping Act. Frequent investi-

ations under this act would become necessary. At the same time that
American manufacturers were forced to rely increasingly upon the
Antidumping Act for protection against the pricing policies of foreign
cartels, the effectiveness of the Antidumping Act would be decreased
by the elimination of the continuing investigations of foreign prices.

To substitute antidumping for tlgw present law would lead to multi-
plication, not simplification, of customs problems. No one familiar
with the procedure for enforcing the antidumping law would encou-
age a great increase in antidumping investigations. The long inves-
tigations and interference with shipments create intense antipathy
abroad and embarrass our commercial relations. Yet the Aericaw
producer will be compelled to invoke the cumbersome antidumping
law to protect against cartel dual pricing practices, rather than rely
on the relatively clear and well-understood valuation provision now
in the law.

Moreover, an antidumping proceeding depends on showing that a
cartel export price is a dumping price together with proof of an injury.
To get this proof may entail a Tono', costly investigation for the Amer-
ican manufacturer and it is 1'ealTy locking the barn door after the
horse is stolen. The present law deals with the situation currently
by protecting automatically against dual pricing.

It is generally accepted that H. R. 6040 will decrease the general level
of tariff protection for American industry—in our case 10 to 20 percent.
Yet, the bill has none of the safeguards written into trade-agreement
legislation before such reduction is effected.

ariff protection will be cut without hearings; we cannot argue our
case in peril-point hearings. It is questionable whether we will be
entitled to invoke the escape clause because of these cuts. H. R. 6040
says that the executive branch and the Tariff Commission shall give
“full consideration” to any reduction in the level of tariff protection
resulting from the change in valuation provisions. “Full considera-
tion” is cold comfort when there are no practical provisions for relief
or even for a hearing.

In changing valuation provisions which have been interpreted and
applied for over 20 years it would seem the committee is moving intos
uncharted territory. Only one thing is clear; this bill will decrease
the level of tariff protection. The decrease is automatic and cumula-
tive, that is, in addition to the 15-percent cut provided in H. R. 1.
No one is sure who will be hurt or how much. We do not know how
far this bill will go to undermine the philosophy against cartels and
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dumping by giving a weapon to the cartels which have always had
multiple-price systems for monopolistic reasons.

For these reasons, I am compelled to register my opposition to H. R.
6040 so long as section 2 is in the bill. lgtl)sthing ess than removal of
this section would make the bill acceptable.

Thank you.

The CaairmaN. Thank you very much, Mr. Cramer.

Any questions?

Senator BeENNETT. Mr. Chairman, I would like to ask just one
question.

What percentage of the American market for these felts is now
taken up by imports ¢

Mr. MER. I would say, in the case of paper machine felts, less
than 10. I would s‘jahy in the case of a few other items, which I have
not mentioned specifically, imports have made great inroads.

Senator MiLuikiN. Can you give us some examples?

Mr. CraMer. One example 1s what we call card clothing founda-
tion cloth which is a very heavy, rigid fabric used after it is fitted
out with steel pins, to wrap the cylinders of a carding machine.

We formerly made a considerable quantity of that, but the English
are able to undersell us today, and I think other countries are, too.

The CrarrmaN. Thank you very much, Mr. Cramer.

Mr. Cramer. Thank you.

The CHATRMAN. Is Mr. Klurfeld in the room ?

STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR,
TEXTILE FABRICS ASSOCIATION

Mr. Kvuorrewp. My name is Arthur M. Klurfeld, and I am execu-
tive director of the Textile Fabrics Association located at 40 Worth
Street, New York City.

As a former attorney in the Bureau of Customs in Washington and
in my work in the trade association field, I can speak with some knowl-
ed%,]of the administration of the Tariff Act since 1937.

e Bureau of Customs has earned a high reputation for its fair
administration of the customs laws. If importers have experienced
delays in the apb;;raisement or liquidation of entries, the reason for
such delays can be found as much in understaffing as in the complexi-
ties of the Tariff Act.

The report made by the Committee on Ways and Means on H. R.
6040 states that the purpose of the bill is as follows:

H. R. 6040 would provide improved procedures for the valuation of imports
and the conversion of foreign currency into dollars for the purpose of assessing
customs duties. This will bring about greater speed of administration, increased
certainty, and commercial realism in our customs laws. Your committee’s bill
would also repeal a number of obsolete provisions in these laws.

Insofar as the changes contemplated by section 2 of the bill are
concerned, the avowed purpose is undoubtedly correctly stated. How-
ever, it is my considered judgment that the changes proposed in sec-
tion 2 of the bill relating to import valuation will bring about results
that are not only not contemplated, but which will also be harmful
to domestic manufacturers of items that compete with items imported
into this country. |
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The most outstanding change in section 2 of the bill is the elimina-
tion of foreign value as a possible basis for determining the import
value of merchandise under the Tariff Act. Ostensibly this change
would eliminate the necessity of determining the foreign value and
thereby cut down appreciably the backlog of entries awaiting ap-

raisement. If this were the sole result of this change, no one could

egitimately quarrel with it.

In an effort to meet the claim that this and other changes in the
valuation provisions would result in substantial reductions in the
amount of duty paid on goods subject to an ad valorem duty, the
Treasury Department made a survey of a number of entries of goods
imported during 1954. The survey shows the value of various com-
modities under the present law, their value under the proposed law,
H. R. 6040, and the difference expressed in dollars, as well as a per-
centaﬁe figure. It also shows the estimated loss of revenue expressed
in dollars, as well as a percentage figure.

We do not question the method used by the Treasury Department
in selecting the entries on the basis of which this survey was made.
We assume that it represents a fair cross section of various com-
modities imported during the base year. We do question the con-
clusion reached by this survey of the small percentage decrease that
would result from the proposed change in the valuation provisions
as set out in H. R. 6040.

It is apparent that the Treasury Department did a purely mechan-
ical job in this instance in making this survey. Wherever it was
shown that the foreign value was used by the appraising official be-
cause it was higher than the export value, the survey apparently
assumed that the difference between the two would represent the actual

e in valuation of that commodity under the proposed law. I
submit that the fallacy in that reasoning lies in that very assumption.
Up to this time foreign producers have been deterred from decreasing
their export prices since they well understood that the foreign value
of those goods would be used by our customs officials in determining
their import valuation if it proved to be higher than the export price.
If the proposed change that eliminates foreign value takes place,
foreign producers will no longer be deterred %)I; that safeguard in
setting their export prices. iccordingly, it is submitted that the
survey lacks the validity of a proper and fair prognostication of what
will Kappen in the event that foreign value is eliminated as a basis
of import valuation. .

The Committee on Ways and Means of the House inserted a new
section 5 to H. R. 6040 to make certain that the Antidumping Act of
1921 retains its full force and effect and is in no way repealed by
implication by virtue of the proposed changes in this bill. e theory
of the House committee is apparently that any two-price system estab- -
lished by foreign producers after H. R. 6040 goes into effect would
be quickly stopped by an effective administration of the Antidumpin
Act. I can only respectfully point out that the administration o
that law up to this time woulcf) lead one to the opposite conclusion.
The number of cases in which an actual finding of dumping has
occurred is very small in comparison with the number of complaints
made by domestic manufacturers since the law went into effect.

!
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Aside from that important historical fact, the Antidumping Act
was never designed to take care of the vast bulk of cases that could
arise if foreign value is eliminated from the law. A fmding of dump-
ing normally contemplates two things.

1. The Treasury must find that the imported commodity is being
sold for export to this country at prices below those charged for goods
of the same class or kind in the home market abroad or for export to
other countries or in this country. Under that law this means that the
Trleasury must first find that the goods are being sold below their fair
value.

2. The case then goes to the Tariff Commission with respect to the
question of injury. The Commission must find that the goods are be-
ing imported in such quantities as to cause or threaten serious injury
to producers of competing articles made in the United States.

A mere recital of these factors should indicate why the Antidump-
ing Act has been invoked successfully in the past so infrequently. The
very elimination of foreign value will create, in my opinion, an incen-
tive to foreign producers to juggle their export prices in order to re-
duce the amount of duty to be paid and at the same time they will be
able to avoid a possible f{nding of dumpin%lby controlling the %l‘lantity
of gooods of that character exported to the United States. The im-
porter of such goods can likewise avoid a finding of dumping by virtue
of the prices he charges for such goods and by limiting the quantities
of such goods he places on sale at any given time.

If the purposes of these changes in the valuation provisions of the
Tariff Act is to brin% about greater speed of administration, it is sug-
gested that this can be accomf)lished by a very simple device without
changing the law so drastically. The Treasury survey indicates an
estimated loss of revenue by virtue of the proposed change in the val-
uation provision of $5,173,405. If even a part of that amount were
used to increase the number of personnel in the Bureau of Customs,
any undue delays in the appraisement of entries by reason of having
to determine foreign value would be appreciably reduced. This solu-
tion to the problem should satisfy importers and at the same time avoid
such drastic changes that admittedly reduce present tariff protection
in many commodities.

The textile industry demonstrated to this committee when H. R. 1
was being considered that it faced very serious competition from
Japanese textiles under existing rates of duty. Although the Con-
gress eliminated any further reductions in the duties on textiles under
H. R. 1, the State Department used its authority under the prior
Trade Agreements Act to negotiate with Japan very substantial re-
ductions 1n the existing rates of duty on both finished and unfinished
cotton textiles and on a number of textile manufactured goods. It was
" this committee that recommended to the Senate that H. R. 1 be amended
to eliminate further reductions on such items as cotton textiles. It,
therefore, seems hi%h]y unjust that a further reduction in the present
effective tariff should be made indirectly in the duties on cotton tex-
tiles. 1It, therefore, seems highly unjust that a further reduction in
the present effective tariff should be made indirectly in the duties on
cotton textiles under the guise of a so-called simplification act. At
the present moment a resolution is being circulated among the members
of the Senate to have the Tariff Commission investigate the effects of
the reductions in tariff rates on cotton textiles negotiated recently in
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Geneva. If, as we believe, this investigation will show that these
reductions will injure the domestic textile industry, it would seem only
fair that the Congress not permit further reductions through the de-
vice of changes in the valuation provisions of the Tariff Act. o

The proponents of the proposed chang}o; in the valuation provision
of H. E 6040 point to the existence of the Antidumping Act on the
one hand the escape clause provisions in section 7 of the Trade Agree-
ments Act on the other as remedies that can be invoked to prevent
serious injury to domestic industries by reason of these proposed
changes in the law. I believe the answer to them is very simple. The
Antidumping Act, as I previously pointed out, was not designated by
the Congress to meet this type of change in the law. It has always
been considered a drastic remedy and has been administered for that
reason with the utmost caution.

Likewise, the escape clause in the Trade eements Act was de-
signed to give relief only when the domestic industry could make out a
case of severe injury under the criteria established in that provision.
Here, too, the prior administration of this provision would lead one
to conclude that the Tariff Commission and particularly the economic
advisers of the President intend to have its application limited to as
few cases ag possible.

I would like to interject at this point that another very great differ-
ence betweeen the use of the escape clause, or even the Antidumping
Act, where a reduction in the tariff rate has taken place under the
Trade Agreements Act is this:

Domestic manufacturers have no way of ﬁndin%) out from the
Bureau of Customs what a particular importer pays by way of duty,
at what rate, at what evaluation these goods are set, what is the basis
of the evaluation. The only way the domestic manufacturers learn
about any possible harm is after the harm has been done; in other
words, when they find those goods in the market place competing with
their own. And then they have no way of going back and obtaining
the necessary proof to make out their case. In other words, not only
are the figures not made available to them, but in presenting a case,
all they can point to is the bare fact of injury and the rest is left up
to the administrative agency to do all the investigating and, in effect,
make out the case for them.

That is a situation which I believe is very serious and ome that
should indicate to you why the remedy of the Antidumping Act in
that phase of it is so unworkable. Actually, at no time does the im-
porter and the domestic manufacturer face each other and submit
their cases at the same time. Each presents his case individually, and
the other party is never advised of what arguments or what facts his
o&ponent produces. So, it is one of these blind games in which the
rules are such that a man’s hands are tied behind him and, where
serious injury is shown, I believe the fairest thing would certainly be
that he be advised what his opponent’s case is, in keeping with the
American tradition of fair administration, and be allowed to answer
that case and given the advantage of obtaining the facts in the case.
It 1s for these reasons that I strongly urge this committee to elim-
Inate section 2 from H. R. 6040 when it reports the bill to the Senate.

The CrairmaN. Thank you very much, Mr. Klurfeld.

Any questions{

64984—656———12
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Senator MiLLixinN. No questions.

The CuairmaN. The next witness will be David H. Harshaw, John
B. Stetson Co.

STATEMENT OF DAVID H. HARSHAW, PRESIDENT OF JOHN B.
STETSON CO.

Mr. Harsgaw. Mr. Chairman and members of the committee, the
purpose of this presentation is to register my opposition, on behslf
of my company and the felt hat industry, to H. R. 6040, particularly
section IT of the bill, ‘ ~

DISCRIMINATION

First of all, the bill, in its efforts to accomplish simplification of cus-
toms procedures, opens the door to a discriminating practice frowned
upon in international trade circles—a practice the 'U%nted States loaked
down upon in all of its trade conferences. The bill not only substitutes
the “export value” for the “foreign value,” but it substitutes.“the
export value for exportation to the United States” for the “foreign
value”—a deliberate discrimination. The words, for exportation to
the United States have little bearing on the simplification feature of
the bill. The bill deliberately justifies and encourages selling at lower
prices to the United States than to other countries, to say nothing
about selling to the United States at lower prices than charged for the
same product at home. ‘ _

If this bill is made the law of our land, I strongly urge that the
phrase, “for exportation to the United States”, be deleted from section
402, subsection B, as this clause does not add greatly to the purpose of
the bill ; that is, simplification of customs procedures.

LOWER PRICES TO THE UNITED STATES

The bill encourages the foreigner to sell to the United States at lower
Ericw than he sells to either his home market or to other foreign mar-
cets. This means the price will be artificially set for exportation to
the United States. It is an invitation for the foreigner to enter our
markets with “rigged” prices to meet domestic competition. The
bill is made to order for cartels and monopolies abroad. They can
enter our markets, and if strong enough, can drive domestic pro-
ducers out of business, of course anticipating the time when they can
have their own way and sell at higher prices. This principle is in
restraint of trade, and contrary to the laws of our land.

DUMPING

- ‘The bill opens the door for dumping, even though the amendment
to the bill states “that nothing in the bill shall be considered to repeal,
modify, or supersede directly or indirectly the provisions of the 1921
Antidumping Act.” Exporters can bring merchandise into our
country at ridiculously low prices and be justified under the proposed
bill. Xt a later date, their action may be determined to be dumping,
or it may not. The exporter has the law with him until it is deter-
mined.” In the meantime, the damage to the domestic producer will
have taken place, and before the case is settled he may be forced out

-
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of business. As they say in medical circles, “the operation was suc-
cessful, but the patient died.” This was so in our industry, even under
the present laws. What will happen under the proposed bill is any-
body’s guess, where dumping and subsidization are encouraged.

LOWER TARIFFS

The bill will lower tariffs. There’s no question aboutit. The Treas-
ury Department admits it, and they state as a result of their survey
some reduction in valuation will result; however, they add the per-
centage will be small on the average. It may be all right for the
Treasury Department to work on averages. A particular company or
an industry cannot work on averages. Averages will lead you astray.
I know it will in the hat business. The export value of hats and hat
bodies out of Italy, France, and Czechoslovakia have been as much
as 50 percent below the real or foreign value. Dumping charges have
been brought. Perhaps some have been sustained in other industries—
but not in ours. In fact, the situation got so serious that our indus-
try was one of the few industries in the United States that received
some relief under the escape clause procedure. The relief was granted
for hat bodies in price brackets between $9 to $24 per dozen. Now we
find the ex orter%ringing in the same goods at prices a few pennies
below the $9 bracket—the price at which the relief applied. In other
words, we find ourselves almost in the same place we were before the
relief was granted.

Incidentally, gentlemen, on a technicality in the wording of the
F.xecutive order giving relief to our industry, exporters have been
successful so far in setting aside the relief that was granted under the
escape clause procedure. '

Tﬁere is no question about it in my mind that, under the proposed
bill, tariffs will be lowered on hats and hat bodies coming into the
United States. The main %uestion is, how much they will be lowered.
This is difficult to answer, but I can assure you that they will be low-
ered just as much as the exporter knows he can get away with, and will,
at the same time, benefit his business. For example, hat bodies that
sell abroad at $13.75 per dozen might sell at $8.95, or 35 percent less to
the United States. Such an importation will not only pass the customs,
but will be justified under the proposed bill. It is complete conjecture
on the part of anyone (the Treasury Department notwithstanding) to
estimate how much the tariffs will be lowered by the proposed bill. * All
admit they will be lowered, and most are of the opinion that the tariffs
will be lowered much more than estimated by the Treasury Depart-

ment.
SIMPLIFICATION

The substitution of export value for foreign value in the proposed
bill will, of itself, greatly reduce the paperwork and save time in the
Bureau of Customs. However, unless our antidumping laws are set
aside, it will still be necessary to ascertain the foreign value; otherwise
there will be no way of knowing whether the dumping laws are being
violated. Therefore, if both values must be ascertained to comply with
both laws, that is the proposed bill and the Anti-dumping Act, are we
not back where we started, with no saving of time?
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The (l]!p@ﬁon then arises, What will the bill simplify? Whatever is
accomplished, could it not be accomplished by simplifying the.proce-
dure under the present law where the foreign value or export value is
used, whichever is higher?

It seems to me that the logjam in customs is one of procedures and
methods, that can be solved by applying modern techniques and mech-
anization without drastically changing the law. A solution should and
can be found without lowering tariffs, without opening the door to
encourage dumping, subsidization, monopolies, cartels and discrimina-
tion in foreign trade. The seemingly difficult situation in which the
Treasury Department finds itself, I am sure, can be solved without re-
sorting to changm§ the law. Automation has solved more difficult
problems in other large governmental departments, and I don’t see
why it couldn’t be applied to the customs.

It seems that the bill is getting the green light by flying the banner
of simplification. There 1s more in this bill than meets the eye, and
I trust you will not let i}:‘Eo through in its present form.

The CramrMaN. Thank you very much, Mr. Harshaw.

. I s;g you made a suggestion for an amendment to section 2; page 2,
ine 21—

Mr. Harsaaw. That is right.

Thg CHamMAN. What would be the effect of that suggested amend-
ment ¢

Mr. Harsaaw. It would take out only one phase, the discrimination
of selling to the United States cheaper than it sells to another country.
It will not take out the discrimination of selling cheaper to the United
States than they do in their own counry, which in many cases is the

case.
The CrammmaN. Does it put back the foreign price, or does it take
out the export—— .

Mr. Harsaaw. No, it won’t do that. Eliminating for exportation
to the United States will only cure part of the evil of the proposed biall
in my contention.

The CrarmMaN. Could you submit to the committee a memorandum
as to the effects of your suggested amendment would have? Have you
a memorandum prepared, or can some attorney prepare a memo-
randum of the eﬂpect of this amendment? You say it cuts out part of
the complaint. Did I understand you to say that?

Mr. HarsHaw. I do not know how, in quantity, or in dollars, what
it would cut out. It would cut out some of the evil.

The CrammaN. Has anybody studied the effects of this so that a
definite statement could be given to the committee as to how it would

effect the bill?
Mr. Harsmaw. I will have such a statement prepared and sent to

you as soon as possible. .
The CBAIRMAN. We would be glad to have it.
Mr. Harsaaw. I will see that you get it.

The CraIRMAN. Thank you very much.

Any questions?
The next witness is George L. Bell.
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STATEMENT OF GEORGE L. BELL, EXECUTIVE VICE CHAIRMAN,
COMMITTEE FOR A NATIONAL TRADE POLICY

Mr. BeLL. My name is George L. Bell. I am appearing as execu-
tive vice chairman, Committee fir a National Trade Policy, in supnort
cf H. R. 6040.

Mr. Chairman, I appreciate the opportunity to testify in support of
H. R. 6040, the Customs Simplification Act of 1955. I would like to
urge upon the members of the Finance Committee that they report
out the bill favorably as passed by the House of Representatives
on June 22.

I should say at the start that I do not regard myself as a technical
expert qualified to discuss the intricacies and complexities of our cus-
toms law and customs procedures. I, and the Committee for a National
Trade Policy, for whom I am testifying, are, nevertheless, very much
concerned with our customs procedures and with legislation relating
to customs matters. We share the view of a great many people, in-
cluding that of the administration, that the procedures relating to
the valuation and assessment of customs duties require simplification
in the interest of economy and simplicity in administration. For
this reason, in the recommendations which we submitted to the Randall
Commission shortly after the Committee for a National Trade Policy
was founded, we emphasized that—

The statutory provisions and administrative regulations governing the valua-

tion of imported goods should be reviewed to allow simpler and more easily
computed assessment of duties by customs authorities.

I think it is fair to say that there is almost universal agreement that
legislation providing for simplification of the valuation provisions of
our customs law is necessary. This was reiterated by President Eisen-
hower at his press conference only last week, when he said that legisla-
tion providing for customs simplification was terribly important and
of high priority. _ _ .

The recommendations contained in H. R. 6040 which are designed
to provide for such simplification are recommendations that have been
put forward by experts for some time. For example, the Randall Com-
mission had the following recommendation to make in its report last
year:

The Senate should promptly consider H. R. 6584 now before it which would
amend and improve the customs valuation provisions of our law by eliminating
So-called foreign value as a basis of valuation and by other simplifying changes.
In addition the Department of the Treasury should be directed to make a study
and report to the Congress on the feasibility and effect of making greater use of
the actual invoice price of imported goods for valuation purposes in transactions
between a buyer and a seller who are independent of each other. In that con-
nection it should also consider a report upon feasibility of making more efficient
use of the antidumping law.

H. R. 6040 proposes to do what the Randall Commission recom-
mended should be done and Erowdes essentidlly for those changes in
our customs legislation that have been recommended by previous ad-
visory groups. This bill provides for essentially the same changes in
valuation procedures which were contained in bills that have been

assed by the House on previous occasions. By deleting the use of the
oreign-value base and by substituting the si:fle preferred standard
of export value, H. R. 6040 would go far towards providing a standard
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for valuation which is commercially realistic and which could be
administered with e(g:,iety and with efficiency.

Studies that have been made by the Customs Bureau point to the fact
that the use of foreign value is a major cause of the backlog of invoices
on hand in the appraiser’s office. Not only is there delay involved at
present due to the need for the exact computation of duties on the basis
of two different valuation standards, but the fact is that the use of
foreign value very often requires costiy and time-consuming inquiries
for the purpose of ascertaining the exact foreign value that should be
applied to a particular imported item.

The staff papers of the Randall Commission contain a table, on page
338, showing the number of invoices on hand in the appraiser’s office
over 30 days on which action cannot be completed pending receipt of
data from other sources. The date on which this snapshot photo of
the customs situation was taken by the Treasury Department was late
in 1953. Let me say here, parenthetically, that the situation, as I
understand it, has improve(i somewhat since that date due to previous
legislation that has been enacted in the area of customs simplification.

'Il‘h(ei staff papers examine the problem of customs valuation and con-
clude:

A good share of the cost of the customs service is due to the process of applying
the valuation provisions of the law.

They goon tosay:

- The size of the valuation problem is indicated by the fact that, as of September
30, 1953, there was a backlog of 313,000 entries which were awaiting action by the
appraisers or the outcome of appeals on appraisement. The 313,000 entries for
which valuation had not been settled was the equivalent of well over a year’'s
entries of imports requiring valuation.

The table which I have referred to on page 338 of the staff papers
shows that 64 percent of the entries had been on hand for longer than
6 months, and 39 percent had been on hand for longer than a year. And
I quote again from page 339:

The data indicate also that the most intractable source of delay has been that
arising from the need for information from foreign sources required to fix the
appropriate valuation. Some 29 percent of the backlog were awaiting such for-
eign reports. The data show also that this problem accounted for a higher pro-
portion of the long-delayed entries than of those held for a relatively shorter
interval ; indeed, about 44 percent of the entries held from 12 to 24 months were
awaiting foreign reports.

Now this is exactly the situation the bill before you is designed to
remedy. Involved in this legislation is an attempt—and apparently
the best attempt which the technical experts in the Treasury and the
Customs Bureau have been able to come up with—to provide some
equity, simplicity and certainty for our customs valuation system, and,
at the same time, to reduce the burdens and the costs of administering
that system.

I think it entirely fair to say that we have, in general, provided
adequate protection to domestic producers from the unsettling changes
that may on occasion result as a byproduct of international trade. It
seems to me also entirely fair to say that we must protect the flow of
international commerce from the vagaries, uncertainties and delays,
that are brought about through a cumbersome customs system. We
must remember that United %tabes importers, the vast majority of
whom are American companies or individual citizens, employing
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thousands of Americans, are entitled to the consideration of reasonable
laws and administration just as any other American business is. Such
consideration is essential in the interest of the growth and prosperity
of American business and of our whole economy. | '

But the issue here is not protection of the domestic producer versus
the expansion of international trade. There is nothing in this legisla-
tion which would impair the existing procedures we have for the pro-
tection of the domestic producer, nor does it seem to me that there is
anything in this legislation which would necessitate additional pro-
visions for the protection of domestic industry. On the contrary,
this legislation is neutral and unrelated to the question of protection.

Let me cite one instance of what I mean. The allegation has been
made that the changeover from foreign value to export value would
result, in certain instances, in a decline in the tariff protection ac-
corded to the domestic prociucers of certain commodities. Now I feel
that it may be'somewhat gratuitous of me to examine this question in
view of the fact that you have heard the testimony of the very able
Assistant Secretary of the Treasury, Mr. Rose, on this question. But
the Treasury study which Mr. Rose and others have referred to, shows
how minimal would be the change in the level of protection that would
result from the shift over to export value. The report of the Com-
mittee on Ways and Means says on page 4 that—

The reduction in afterduty cost for all imports for which value is an ele-
ment of duty would average about one-half of 1 percent.

The point I wish to emphasize is that the change in valuation base
itself has nothing to do with the level of tariff protection. For the
simple fact is that irrespective of the valuation base that is used and
irrespective of the duty that is applied against that value to determine
the level of protection for American producers—irrespective of these
things, changes may be takingdalace in the price and condition of sale
of imported products to the United States which would change the
dollar valuation assigned to an imported article even if foreign value
were to continue to be used as a primary basis of valuation. By way
of illustration, let me point to the fact that prices of commodities
entering into international trade, just as those in domestic commerce,
change from time to time. Such price changes would bring about
changes in the valuation of the imported article irrespective of the
valuation base used. There would also be a change in the amount
of duty collected and, of course, this change would have nothing to
do either with the valuation base or the rate of duty involved. Such
price changes result from the operation of many factors including
changes in commercial practices. One effect of these changes is that
“export value” may be higher than “foreign value” at some times, and
lower at others. The conclusion therefore suggests itself, that we
should be concerned with the purpose and major effect of this legisla-
tion, and that is to simplify the customs valuation pracedure.

I said earlier in my testimony that we do not regard ourselves as
experts on the customs problem. At the same time, we have felt an
obligation to look into tﬁe allegations that have been made in opposi-
tion to this legislation in order to satisfy ourselves on the question of
whether H. R. 6040 is adequate the way it is or whether it should be
amended. Our conclusion is that no amendment of the bill is neces-
sary. The only amendment which the Ways and Means Committee
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of the House and which the House of Representatives itself felt was
necessary was one providing that nothing in_the legislation shall
impair the operation of the Antidumping Act. We are 1n accord with
that amendment because we feel that the antidumping statute is neces-
sary to protect outselves against the predatory pricing activities that
may on occasion be used by foreign sellers. {ngeed, we find nothing
in this legislation that should in any way cause any concern about
the operation of the Antidumping Act. You have heard highly com-
petent testimony on that subject already. Permit me on?y to add
that the economies in administration and in the use of personnel that
would result from this bill could result in a more efficient administra-
tion of the Antidumping Act. I refer particularly to the fact that
the deletion of “foreign value” would mean that no longer would there
be required the computations of foreign value for each item dutiable
on an ad valorem basis and no longer would the Customs Bureau have
to undertake costly and time-consuming investigations abroad in order
to ascertain the foreign value of an article. One of the problems both
from the point of view of the importer as well as from the point of
view of the domestic producer in the administration of the Anti-
dumping Act is the amount of time involved in mlderta.kj.ni: forei
investigation in order to determine whether an article is being sold
in the United States below fair value. The domestic producer is con-
cerned that too much time elapses before a penalty duty is imposed if,
in fact, it is found that a commodity is being dumped on the United
States market. The importer chafes under the uncertainty and likely
burden of penalties that is involved in the suspension of appraisement
of the imported article pending the investigation. The economies that
will result from enacting H. R. 6040 could be applied to the more effi-
cient and expeditious administration of the Antidumping Act.

I appreciate full well, Mr. Chairman, that there are many aspects of
this legislation which I have not been able to discuss here; but I do
wish to emphasize our belief that enactment of this legislation would
bring good returns to our economy, and that it is in our overall national
interest. We, therefore, wish to urge upon the committee that you
reg‘ort out H. R. 6040 without amendment.

he CrairMaN. Thank you very much, Mr. Bell.

Mr. BeLr. Thank you, sir.

The CHAIRMAN. Any questions?

The next witness is Mr. John Hilldring.

STATEMENT OF JOHN HILLDRING, VICE PRESIDENT, THE SYN-
THETIC ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION

Mr. HiLioriNe. My name is John Hilldring. I am president and
a member of the board of directors of General Aniline & Film Corp.
New York City. .

I appear before you today in my capacity as vice president of the
Synthetic Organic Chemieal Manufacturers Association of the United
States which includes in its membership 88 domestic manufacturers
of synthetic organic chemicals. These producers account for about
90 percent of the entire production capacity in the United States for
synthetic organic chemical products.

I am authorized also to speak today on this bill for the Manufac-
turing Chemists’ Association, Inc., which includes in its membership
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more than 140 manufacturers of chemicals. Such products include,
in addition to organic compounds, heavy chemicals such as acids,
alkalies, and their salts; plastic materials; gases such as chlorine;
synthetic fibers; pesticiées; and thousands of other chemical com-
pounds. Together, these 2 associations represent in excess of 90 per-
cent of the entire production of chemical products in the United
States. T

The chemical industry opposes section 2 of this bill. We appeared
also in opposition to the bill before the Ways and Means Committee
of the House of Representatives. I shall not endeavor to repeat
what was said there. I would, however, like to emphasize some of
the points there made and to add one or two perhaps new thoughts.

The members of this committee are familiar with the products of
the chemical industry. The accomplishments of this industry, its
contributions to the national welfare, and above all, its paramount
importance to the national security and to the defense of the country
are well known to each of you. I regard it as unnecessary to present
to you gentlemen any detailed documentation in this regard and will
pass directly to a discussion of the provisions of the bill before you.

Proponents of this measure assert that it deals with customs proce-
dures only and is intended to and will bring about a marked sumpli-
fication o¥ customs administration dealing with valuation of imported
merchandise. It has further been said that customs procedures were
not intended in themselves to be used as a wall of protection against
imports. Simplification of customs procedures, inc{)udin determina-
tion of valuation of merchandise subject to ad valorem duties, is un-
doubtedly desirable. No valid objection would be made to true sim-
plification. Clarification of the existing law, assuming it is needed,
and particularly a speeding up of determination by customs ap-
praisers of dutiable values, would be applauded on all sides. But
section 2 of the bill, H. R. 6040, goes beyond these objectives.

Representatives of the Treasury Department have presented to
your committee a customs survey purporting to show the effect of the
proposed changes in section 402, Tariff Act of 1930, on dutiable values
and the amount of revenue collected. That survey indicates a probable
decrease of only 214 percent in total dutiable values of all merchandise
subject to ad valorem duties and an indicated decrease of only 2 per-
cent in customs revenue collections. On specific products and.indws-
tries, however, the effect is far greater. The customs survey itself dis-
closes that on products of the chemical industry, reductions in the
amount of duties collected on competing imported products would
range from an avera%a of 414 percent to an average of over 10 percent.
Thus, the Treasury Department survey estimates the loss of revenue
on coal tar products to be an average of 4.52 percent, on industrial
chemicals an average of 7.33 percent, on pigments, paints, and var-
nishes an average of 10.07 percent, and on soap and toilet preparations
an average of 10.92 percent.

On another class of products, drugs, herbs, roots, et cetera, which
classification apparently includes a number of undisclosed chemical
products, duties collected would be reduced under this bill by an aver-
age of 15.39 percent. Photographic goods, a classification which would
hit my own company, General Aniline & Film Corp., very directly,
would be reduced by an average of 5.19 percent.
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The Caarman. Sir, do you have any examples of the maximum
reductions, the average figures? Are there any particular items which
would have larger reductionsf

_ Mr. Houoring. Mr. Chairman, I am not prepared to give you those.
I am sure there are, and I would be glad to submit them to the com-
mittee in a memorandum if that is agreeable to the chairman.

The CrairMaN. Thank you, we would be glad to have it, sir.

(The following information was later received for the record :)

NEw YoBK, N. Y., July 11, 1955.
Senator HArry F. BYRD, .

Chairman, Senate Finance Committee,
Senate Office Building, Washington D. 0.:

In the course of testimony of Gen. John Hilldring on behalf of this associa-
tion and the Manufacturing Chemists’ Association on the customs simplification
bill (H. R. 6040) given before the committee on July 8, Senator Millikin requested
information as to the effect of the bill on specific chemical products, particularly
as to maximum percentage reductions indicated by the Treasury Department
survey.

The survey supplied by the Treasury Department furnished average figures
reflecting the estimated result on broad classes of products only, and we regret
that we do not have available any maximum percentage figures by specific
product involved in this survey.

The only information available to us at this time is based on a specific survey
.of invoices of synthetic organic chemicals for selected months of 1962, conducted
at our request by the Bureau of the Census and also designed to measure the
effect of eliminating foreign value. A copy of this survey was submitted to the
committee by General Hilldring.

Subsequent to this latter survey, the Treasury Department developed and tabu-
lated information on some specific products demonstrating the effect of elimi-
nation of foreign value on such products. The reduction in appraised value on
certain entries has been developed in the testimony of Mr. Richard F. Hansen
before the committee and shows the following significant flgures, which are

repeated for the convenience of the committee.
Percent reduction

Imports: in duiiable value
" Ascorbic acid oo 124
Vitamin Ds_ ________________________________________________________ 13
Vitamin B, hydrochloride_ - - e 39
Theopyllinic compound_ e 21
Cyanmethine__ 16
Polyethylene resin_________ e —mm 14
Chloral hydrate e e 23

' 142 percent based on statement by Mr. H. Chapman Rose, Assistant Secretary of the
Treasury before the committee on July 6.

Respectfully yours,
S. STEWART GBAFF,
Secretary, Synthetic Organic Chemical Manufacturers Association.

Mr. Houoring. The foregoing reductions in amounts of duties col-
lected as reported by the Treasury Department are apparently based
on the proposed elimination of foreign value as a base of duty only.
1f the additional duty lowering effect of redefinition of the remaining
bases of dutiable value be taken into account, it 1s believed that the
duty-lowering effect of this bill would be shown to be markedly in-
creased, at least insofar as the products of this industry are concerned.

The Foreign Trade Division of the Bureau of the Census made a
special study of imports of synthetic organic chemicals not subject
to duty on the American selling price basis covering the calendar
vear 1952 at the request of this industry to determine the possible
effect of elimination of foreign value as a base of duty. That report
demonstartes that of all the entries examined 47 percent were ap-
praised for value purposes at the foreign market value, while only 33
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percent were appraised at export value. The balance was subject to
duty at United States value or cost of production. Entries appraised
at foreign value represented 53 percent by value of all ad valorem
organic chemical imports included in the study compared with entries
appraised on the basis of export value which accounted for only 16

ercent by value of the total. Based upon the special study prepared

or SOCMA. by the Bureau of the Census, it is reasonable to conclude
that the customs simplification bill would have the effect of reducing
the appraised value of roughly half of organic chemical imports, other
than coal-tar products, subject to ad valorem or compound duties as
much as 16 percent or as low as 8 percent; while it would appear that
the overall reduction in value on all organic chemical imports other
than coal-tar products, on the basis of the study, could be as great as
10 percent or as low as 4 percent. It is requested, Mr. Chairman, that
the report of the Bureau of the Census referred to be reproduced in
the record at the end of this statement.

The CHAIRMAN. That will be done, sir.

Mr. HiLupriNng. Whether the reduction figures indicated by the
Government survey done at the request of the synthetic organic chem-
ical branch of the chemical industry, or the reductions ranging from
414 to 15614 percent on all chemical products indicated by the Treasury
Department survey, be accepted, these reductions in tariff levels would
be effected automatically with no investigation or examination of the
effects thereof on the products or industry concerned, and with no
opportunity on the part of this or any other industry, in fact, to
demonstrate the need or lack of need for such changes. If tariff sim-
plification is to be accomplished, and there can be no objection to it as
such, let it be confined to simplification and do not permit it to be
used as a method to bring about a further lowering of tariff duty levels.

The Congress has always been exceedingly careiul to study and
weigh the effects on all interests concerned of possible reductions in
tariff rates of duties. The safeguarding procedures embodied in the
Trade Agreements Act, such as the peril point and escape clause, which
4re largg;e the product of this committee, illustrate the care exercised
to insure that no reduction in duty be made without full opportunity
for all interested parties to be heard and for an examination and
weighing of the effects of any contemplated reduction.

The Trade Agreement Extension Act of 1955, known as H. R. 1,
is a very recent example of an extension of this policy again initiated
by this committee. In that measure this committee insisted on amend-
ments subsequently incorporated in law which limited the tariff reduc-
ing powers of the %’resident to 15 percent of the rates of duty in effect
January 1, 1955, or to reduce to 50 percent any rate in excess of 50
percent or its equivalent. This limited reduction power was further

ualified to provide that not more than one-third of such reduction in

uty could be made effective in any single calendar year. The recom-
mendations of this committee for a broadened and strengthened escape
clause were also carried into law. This industry, and I am sure, Amer-
ican industry generally, is grateful to you for this action.

The Customs Simplification Act of 1954 is another case directly in

int. That act, as shown by its title was a simplification measure

ealing with customs. There the Congress instructed the Tariff Com-
mission to simplify the determination and gg)hcation of tariff classi-
fications, but wherever possible, to accomplish this result without any
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change in rates of duty. In any case where the Commission found it
could not accomplish the desired result without change in duty, the
Congress, in line with its historic policy, prescribed that notice of
such chn%e and the probable effect thereof be given, and opportunity
afforded for all parties interested to present evidence and be heard at
public hearings.

_The -bill now before you, H. R. 6040, would disregard the limita-
tions and safeguards embodied in H. R. 1 and in theegau;toms Simpli-
fication Act of 1954. This bill, would, by one stroke, bring about
reductions in amounts of duty which, in some cases, would exceed the
total amount of reductions in rates authorized under H. R. 1.

The President has stated, in enunciating his foreign economic policy,
that reductions in tariffs should be gradual, selective, and reciprocal,
and that “across-the-board revision of tariff rates would poorly serve
our Nation’s interest.” We agree with this statement. We assert,
however, that the bill, H. R. 6040, would not be gradsal, selective, or
reciprocal, and that it would flatly constitute and result in across-the-
board reductions of tariffs. Many of the reduced tariff rates of duty
applicable to products of the chemical industry have never been fairly
tested by reason of depressions and abnormal conditions during and
a8 an o wth of wars. Despite this fact, and the position of the
chemical industry in the national economy, many of the rates of duty
applicable to its products have been cut in half or more under the
trade-aﬁ;eements program.

The tremendous resources of the chemical industries of Germany,
England, Switzerland, France, Italy, and Japan are a matter of com-
mon knowledge. It may not be so well known, but it is certainly a
matter of grave concern to this industry, that products of these foreign
countries are finding their way into our markets in increasing quan-
tities. The foreign chemical industries in the countries referred to are
constantly expanding. They have ample capacity now and cost low
enough to undersell many of the products otP this American industry
In its own market under the present reduced rates of duty. Further
reductions, particularly when applied across the board, could be harm-
ful to this industry.

I am not an expert in customs administration or in customs law.
I believe, however, that I am able to assess the possible effect on the
operations of my company of these constant attacks on the tariff struc-
ture of our industry. These frequently recurring actions designed to
invite low-cost products of foreign origin into the markets of the
United States and to facilitate their sale herein are gravely unsettling.

I am advised by our customs counsel, however, that it is highly doubt-
ful that the bill now before you would, in fact, achieve simplificatidn.
Each of the alternative bases for duty under present law is carefully
defined. These defintions have been substantially unchanged for more
than 30 lylvears. Administrative practice and judicial interpretations
during that time have fully clarified their meaning and application.
It is now proposed to revise extensively these bases of valuation by
eliminating use of foreign value and making export value the first
and preferred method of valuation. United States value and then
cost of production would be retained as alternative bases of value, but
all such bases would be considerably changed by redefinitions. As a
result, new interpretations, both administrative and judicial, will be
necessary and the full and proper scope and application of the new
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provisions may not be known for months or even years. Thus we sub-
stitute uncertainty for long continued and well-known Eractice.

It is impossible to assess in advance the effect of the changed mean-
ings of these terms in application of the various alternative bases
of dutiable value. Each case is different and the final result can only
be determined by relation to specific facts connected with a particu-
lar article. The proposals, however, offered at this time accent the
confusion and uncertainty which flows from the unremitting attacks
on the tariff rate structure.

Some of the changes in definitions proposed are in accord with the
claimed commitments of the United States under the General Agree-
ment on Tariffs and Trade. To that extent, the bill seems to be another
example of a piecemeal submission to the Congress of provisions of
GATT without identification as such, despite tﬁ: specific reservation
by the Congress of its approval of that agreement in recent extensions
of the trade agreements law and the fact that it has never been sub-
mitted as such to the Congress.

H. R. 6040 in subdivision (e) at page 10 makes some effort to meet
criticisms that it would result in automatic reductions in duties. That
section provides that in any action relating to tariff adjustments by
executive action, including trade agreements, the Tariff Commission
and the executive branch shall give full consideration to any reduc-
tions in tariff protection resulting or likely to result from changes in
dutiable value proposed by the bill. The requirement that “full con-
sideration” shall be given to reductions in duty falls far short of pre-
venting cumulative tariff reductions.

If the purpose of the bill is not to reduce duties, subdivision (e) in
question should specifically provide that an appropriate adjustment
in rates shall be made to compensate for any reduction resulting from
a change in the duty base, and that such adjusted rates only shall be
subject to possible modification under the trade-agreements law. In
the alternative, or at the very least, subdivision (e) should specifically
provide that any reduction in duty resulting from a change in dutiable
value under the bill, shall reduce by a corresponding amount, the power
of the President to reduce any rate of duty pursuant to section 350
of the Tariff Act of 1930, as amended.

In conclusion, I should like to refer briefly to the possible effect
of the bill, H. R. 6040, on the Antidumping Act of 1921. The Anti-
dumping Act, as the committee is aware, requires a knowledge of
foreign values in its administration. In the course of debate on the
bill in the other House of the Congress, proponents of the measure
asserted that elimination of foreign value in H. R. 6040 would have
no effect whatever on administration of the dumping statute. A
specific amendment was added to the bill in section 5 at page 16, that
nothing in the bill should be construed to repeal, modify, or super-
sede any provision of the Antidumping Act. The Secretary of the
Treasury, in answer to criticisms, wrote to the Committee on Ways
and Means, stating that—
it is the firm intention of the Bureau of Customs and the Treasury Depart-
ment to continue to require foreign value information as a part of the infor-
mation .contained in customs invoices. Secondly, the Treasury Department will
continue to have available to it foreign value information upon which to ini-

tiate investigation of possible sales at a dumping price wherever the discrepancy
between invoice price and foreign value appears to warrant it.
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The effect of this statement is to raise in my mind a very serious
uestion as to whether this bill will, in fact, achieve any simplifica-
tion in administration. If the Department and customs offi-
cers are, as stated, to continue to assemble, study and use information
as to foreign values of imported merchandise, then the claimed bene-
fits flowing from elimination of foreign value as a base of regular
duties would seem to be largely dissipated. I suggest to the committee
that this emphasizes the real character of section 2 of this bill as, in
fact, a tarifi lowering measure without any of the usual safeguards
attached to similar measures.

The Treasury Department does not know, and this industry does
not know, all of the products which would be affected by the cza.nges
proposed by this bill, nor the full extent of changes in valuation on
sucn products. The bill contains many provisions, the full meaning
of which can only be determined by practical application of its terms.
One result is, however, manifest, namely, that the bill would reduce
the amount of duties collected on a very broad range of products, and
specifically, insofar as the chemical industry is concerned, would re-

uce ad valorem duties on coal-tar products by an average of 414 per-
cent, industrial chemicals by an average of 7.33 percent, and pig-
ments, paints, and varnishes by an average of 10.07 percent.

It is our position that such substantial reductions in duties should
not be permitted to be made effective in disregard of established uni-
form procedures. We urge that the committee delete from the pend-
ing bill entirely, section 2 thereof.

n order to save your time, I request authorization of the chairman
to have filed with this verbal testimony, and included in the record,.
a supplemental written statement where we have gone to some detail
to show how all the proposals and new definitions in section 2 tend
to reduce duties. -

The CaamMAN. Thank you very much; we will accept your supple-
mental statement.

Mr. HiLLpring. Mr. Chairman, that completes my testimony and I
want to thank the committee for giving us this opportunity of pre-
senting our views.

The CuairmaN. We are glad to have you before the committee, sir.

Any questions?

(The report of the Bureau of the Census and the supplemental
statement are as follows:)

SUPPLEMENTAL STATEMENT OF JOHEN HILLDRING, VICE PRESIDENT, SYNTHETIC
ORGANIC CHEMICAL MANUFACTURERS ASBOCIATION ON H. R. 6040

There can be no question but that, in any case where both foreign value and
export value exist under present law and duty has been based on foreign value as
the higher of the two bases, elimination of foreign value will automatically lower
the dutiable base and hence result in collection of a less amount of duties. The
full impact of this result is not susceptible of exact determination, but certainly
the net effect is to reduce duties.

The tariff lowering effect of elimination of foreign value as a duty base would
be aggravated to a considerable but unknown extent by proposed redefinitions of
the bases of value to be retained in the law. For example, export value is sub-
stantially the same as present law, but far-reaching and different values will
result because of new meanings specifically given to terms used in the definition.

Under present law, determination of whether an article is freely sold or offered
for sale, the usual wholesale quantities and the ordinary course of trade have all
been administratively and judicially defined. Under present law, freely sold or:
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offered for sale, means the sale or offer to sell without any restrictions of any
kind, to any and all purchasers at wholesale, including sales ot retailers. H. R.
6040 would change this long-continued interpretation by providing that sales or
chandise could be used as the basis of value even though such sales or offers be
offers to selected purchasers which fairly reflect the market value of the mer-
chandise could be used as the basis of value even though such sale or offer be
restricted by law, or the resale price be fixed, or sales be limited to a prescribed
geographical area, or be otherwise restricted in a manner which did not substan-
tially affect the value of the merchandise. Thus, sales and offers which have his-
torically been considered as restricted, and hence, not freely made for purposes
of use as representing export value, would now be used. The immediate result
must be to considerably broaden the application and scope of export value as a
base for duty.

Under present law, it has frequently been found that sales at wholesale to re-
tailers constitute the only sales freely made. Such prices are usually higher
than prices to large industrial users or wholesalers. The provision, therefore,
that sales to Industrial users and to persons other than retailers shall be the
primary base, would automatically mean use of lower prices as representing
dutiable values.

Perhaps the most significant change proposed in the meaning of terms and the
one change which would bring about the greatest reduction in duty, is the pro-
posed definition of usual wholesale quantities. For many years, the administra-
tive authorities and the courts have interpreted the expression “usual wholesale
quantities,” in the present law to mean the quantity in which the greatest number
of individual transactions occurred. The greatest number of individual transac-
tions has frequently been to small buyers or retailers at prices higher than the
price at which buyers in large quantities or industrial users bought the merchan-
dise. H. R. 6040 would substitute a new definition requiring usual wholesale
quantities to be determined on the basis of the price for one quantity in an aggre-
gate volume which is greater than the aggregate volume sold at the price or prices
for any other quantity.

It is fairly common trade practice for merchandise to be sold at a scale of
prices differing as to the quantities, with the lowest price being applicable to
the highest quantity. It follows, therefore, that under the proposed definition
of usual wholesale quantity, in any case where an article is offered at different
prices, dependent upon quantity, the lowest price which is applicable to the
greatest quantity would be adopted as representing market value.

This change is in exact accord with the provisions of article VII, 2 (b) of the
GATT agreement.

Proposed changes in the definition of United States value as the first alternate
to be used where export value cannot be found are of direct and immediate con-
cern to this industry.

Under paragraphs 27 and 28 covering coal-tar products, ad valorem duties
are required to be based on the American selling price of competitive products,
but if such American selling price cannot be determined for any product, the
law provides assessment shall be made on the basis of United States value.
United States value is also applied to some of the non-coal-tar products produced
in this industry, for which a foreign or export value does not exist.

Under present law, United States value is defined with allowances made for a
commission not exceeding 6 percent, if any has been paid or agreed to be paid
on merchandise secured otherwise than by purchase. If merchandise is secured
by purchase, then the law provides for allowance of general expenses not to
exceed 8 percent and profit not to exceed 8 percent.

The proposed changes in definitions of terms referred to in discussion of ex-
port value would apply also to United States value as a base for duty. H. R.
6040 would further amend the definition of United States value by removing any
limitation whatever on the amount of commission which might be deducted.
Elimination of this percentage limitation might well result in establishment of
comimission rates on the part of foreign consignors for the purpose of securing
the largest deduction possible in the calculation of United States values.

The bill apparently makes some effort to control such a manipulation in the
provision found in subdivision (g) on pages 8 and 9, providing that transactions
between certain related persons may be disregarded if the amount involved is
found to not fairly reflect usual transactions. Nevertheless, the opportunity
would seem to exist for widespread possible evasion.

H. R. 6040 would remove entirely the existing limitation of 8 percent on the
amount of profit and of 8 percent on the amount of general expenses which might
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be deducted in calculation of United States value and would fix no limitation
whatever on such amounts. This again is likely to result in substantial reduc-
tions in dutiable values on a number of commodities.

The bill, in subdivision (¢) (3) furthermore would permit deduction in calcu-
lation of United States value of Federal excise taxes imposed on wholesale
transactions in the United States, a practice not permitted under present law.
The effect, therefore, is to permit taxes to be deducted which are not included
as part of United States value—another lowering of the duty value base.

Cost of production, or constructed value, the final possible dutiable base,
would be changed under the proposed bill by deletion of minimum additions
now required for general expenses and profit. Under present law, the addition
for overhead must be not less than 10 percent of the cost for material and
fabrication, and the amount of profit to be added must be not less than 8 per-
cent of the cost of the sum for materials and fabrication and overhead—a
furtber change, the inevitable result of which must be to lower the possible
base for application of duties. .

The definition of so-called constructed value would be further changed by
providing that the cost of material should not include any internal tax applicable
io the country of exportation which is remitted or refunded upon exportation of
articles in which the materials are used. This provision is in accord with the
GATT agreement, article VII, 3.

[(U. 8. Department of Commerce, Bureau of the Census, Washington 25, D. C.]
FOREIGN TRADE REPORT

VALUES FOR CERTAIN UNITED STATES GENERAL IMPORTS OF SYNTHETIO ORGANIC
CHeEMICALS (ExcLUDING IMPORTS OF CoAL TAR PRODUCTS) DUTIABLE AT AN
_ADp VALOREM OR CoMPOUND RATE oF DuUTY, BY VALUATION Basis UNDER SECTION
402 oF THE TARIFF AoT OF 1930 AND UNDER THE PROPOSED REVISION OF SECTION
402 1~ H. R. 6584

(The information on the values and the valuation basis under sec. 402 of the
Tariff Act of 1930 and under the proposed revision of sec. 402 In H. R. 6584
presented in this report was obtained from Bureau of Customs records based on
a 10 percent random sample of all dutiable entries filed at the port of New York
in alternate months of 1952.)

The data shown in the statistical tables in this report are those contained in a
special report prepared on a cost basis in February 1954 by the Bureau of the
Census for a subscriber outside the Government. This report also contains a
more detailed explanation of how the data were derived.

COVERAGE OF IMPORT STATISTICS

The import statistics include Government as well as nongovernment shipments
of merchandise from foreign countries to the United States. However, American
goods returned by the United States Armed Forces for their own use are excluded.
Shipments into the United States from its Territories and possessions and ship-
ments between the Territories and possessions are not reported as United States
imports, but imports from Alaska, Hawaii, and Puerto Rico from foreign coun-
tries are considered to be United States imports and are included in this report.
Merchandise shipped through the United States in transit from one foreign coun-
try to another is not reported as imports. In general, the import statistics are a
complete record of merchandise which moves into the United States from foreign
countries (except for intransit shipments), but there are some exclusions of items
of relatively small importance in terms of total value such as gifts valued at less
than $100.

Import statistics are usually compiled on an import-for-consumption or general-
import basis. Imports for consumption consist of merchandise entered into
United States consumption channels, i. e,, merchandise released from customs
custody immediately upon arrival, merchandise entered into bonded manufactur-
ing warehouses (other than smelting and refining warehouse), merchandise with-
drawn from bonded storage warehouse for release into domestic-consumption
channels, and imported ores and crude metals which have been processed in
honded smelting warehouse. General imports represent total arrivals of im-
ported goods (except for intransit shipments), i. e., merchandise released from
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customs custody immediately upon arrival, plus merchandise entered into bonded-
storage warehouse, bonded-manufacturing warehouse, and bonded-smelting-and-
refining warehouse, immediately upon arrival.

SAMPLING OF SHIPMENTS OF $250 OR LESS

As described in the Kebruary 1954 issue of Foreign Trade Statistics Notes,
effective with the January 1954 statistics, the values for immediate consumption
shipments valued $250 or less, whether filed on formal or informal entries, are
estimated from a § percent probability sample. These estimated values are ex-
cluded from the detailed commodity statistics and are presented in the monthly
data in terms of commodity subgroups (groupings of commodities), and in terms
of countries, customs districts, and economic classes, without cross classification
(i. e., subgroup by country, country by customs district, etc.).

Prior to January 1954, informal entries were excluded from the import statis-
tics and effective with July 1953, the regular schedule A commodity statistics
excluded under $100 shipments filed on formal immediate consumption entries.

SOURCE OF INFORMATION

The source of informnation for all of the imports included in this report, is the
import entry (various customs forms), which importers are required to file with
collectors of customs for each shipment arriving in the United States.

VALUATION

The values are in general based on market or selling price, and are in general
f. 0. b. the exporting country. (Transportation costs to the United States may
inadvertently be included in the case of merchandise which is not subject to
an import duty based on value.) United States import duties are excluded.

COMMODITY INFORMATION

Commodity information is generally reported according to the classifications
established in Schedule A, Statistical Classification of Commodities Imported
into the United States, and is reported in the order of the numbered classifica-
tions in that schedule.

COUNTRY OF ORIGIN

The country of origin is defined as the country where the merchandise was
grown, mined, or manufactured. In the event the importer cannot readily
obtain information as to the country of origin for a shipment, it is credited, for
statistical purposes, to the country of shipment. Countries reported by the
importer and included in the statistics as country of origin may actually repre-
sent shipment instead of origin for merchandise which is transshipped before
it reaches the United States. Countries are reported as defined in schedule C,
Classification of Country Designations Used in Compiling the United States
Foreign Trade Statistics.

SOURCES OF FURTHER INFORMATION ABOUT IMPORT STATISTICS

A complete discussion of the compilation procedures and coverage for import
statistics, will be found in the foreword to the latest edition of Foreign Com-
merce and Navigation of the United States. Regular subscribers to FT reports
are automatically supplied with copies of Foreign Trade Statistics Notes, a
monthly publication containing information of value to users of foreign trade
statistics. A catalog of United States Foreign Trade Statistical Publications is
also available. Free copies of the foreword and the catalog are available upon
request to the Bureau of the Census.

GENFRAL EXPLANATION

Source
This report covers imports of synthetic organic chemicals dutiable at ad
valorem or compound rates of duty, excluding coal-tar products, which were
included in a 10 percent random sample made by the Bureau of Customs of all
dutiable imports entered at the port of New York in alternate months of 1952
(January, March, May, etc.). The Bureau of Customs study showed the import
entry number, the invoice value, and the appraised value and valuation basis

64934—55——18
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(foreign market value, export value, etc.) under section 402 of the Tariff Act
of 1930 and under the proposed revision of section 402 in H. R. 6584 for each
importation included in the sample.

Selection of the data

Since the Bureau of Customs study did not show commodity descriptions for
each importation in the above-described sample, the data included in this report
was extracted from the customs study by first locating the entry numbers shown
in the basic machine code listings of the Bureau of the Census for all months of
1952 for imports of commodities covering synthetic organic chemicals and then

;%%zting which of these entries fell in the customs sample for alternate months of

Schedule A commodity numbers used in this report

The schedule A, Statistical Classification of Commodities Imported Into the
United States, commodity numbers used in the preparation of this report are
listed below. Complete commodity descriptions for these commodities are pre-
sented in schedule A.

1250 780 8170 0380 8350 600 (P)
2098 710 8170 050 8380 050
2220 470 (P) 8170 080 8380 225
2220 490 (P) 8170 100 8380 305
2260 280 8170 120 8380 470
2330 100 8170 160 8380 490
8110 120 8170 180 8380 930
8130 090 8170 200 8380 938
8130 100 8170 250 8380 939
8130 300 8170 300 8380 950
8130 630 8170 400 8722 100
8130 640 8170 450 87:2 200
8130 860 8170 500 8722 600
8130 870 8170 570 8722 700
8130 900 (P) 8170 580 8722 810
8130 950 (P) 8170 600 8722 870 .
8170 000 8220 480 (P) 8722 890 (P)
8170 020 8350 530

These schedule A commodity classifications represent those classes, for im-
ports dutiable at ad valorem or compound rates of duty, previously determined
by other Government agencies and the subscriber as covering imports of synthetic
organic chemicals. For those commodities which bear the symbol (P) imme-
diately after the commodity number (indicating that only a part of the entire
commodity may cover imports of synthetic organic chemicals) only the data
covering imports of synthetic organic chemicals, as determined by the Tarift
Commission on the basis of import entry commodity descriptions, were used.
For all other commodities all the imports in the classification were used. The
appraised values for each of these two categories of commodities shown in the
customs study and reflected in the data for the 66 entries shown in this report
are as follows:

Value
Value -
Descrt Numperot | 0aed | i
umber 0 under

ption entries sec. 403 of pr ?splosedt

Tarift Act | revsono

H. R. 6584
Schedule A commodities for which all data were used......._. 3l $144, 830 $132, 284

Schedule A commodities for which only part of data were

P, RS 35 336, 777 316, 390
17 PR 66 481, 607 448,674

Values used in this report

The values used in this report were obtained from the previously described
Bureau of Customs study which showed the invoice value and the appraised
value and valuation basis (foreign market value, export value, etc.) under
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section 402 of the Tariff Act of 1930 and under the proposed revision of section
:32 in Hf R. 6584, as determined by customs, for each importation included in
e sample, A

Varsability due to saumpling

If the figures in the report are used to calculate the estimated percentage
deerease in the -apgxa(aed value which would result from the proposed revision
of section 402 of the Tariff Act, the extent to which such a derived percentage
could be affected by sampling variability should be considered.’

It was found that for the 66 entries in the special report identified as syn-
thetic organic.chemicals, the sampling variability is such that in 2 times out of
3 an estimated percentage calculated from the figures in the report to sHow the
decrease in appraised value which could result from the proposed revision of
section 402 of the Tariff Act might be as great as 3 percentage points. In other
words, if the percentage figure had been derived from data based on an exam-
ination of all the New York entries filed during the alternate months, instead
of the 10 percent sample used in the customs study, the chances are 2 out of 3
that the estimated 7-percent decrease which can be derived from the data for
the 66 entries in the report would have been between 7 percent plus 3 percentage
points and 7 percent less 3 percentage points. Thus a derived estimated per-
centage figure of 7 percent might be as low as 4 percent or as high as 10 percent.

It was found that for the 31 entrfes which were appraised on the basis of
foreign market value, of the 66 entries, the sampling variability is such that in
2 times out of 3 an estimated percentage calculated from the figures in the report
show the decrease in appraised value which could result from the proposed
revision of section 402 of the Tariff Act might be as great as 4 percentage points.
In other words, if the percentage figure had been derived from data based on an
examination of all the New York entries appraised on the basis of foreign
market value filed '"during the alternate months, instead of the 10-percent sample
as used in the customs study, the chances are 2 out of 8 that the estimated
12-percent decrease which can be derived from the data for the 31 entries in
the report could have been between 12 percent plus 4 percentage points and 12
percent less 4 percentage points. Thus a derived estimated percentage figure of
12 percent might be as low as 8 percent or as high as 16 percent.

The derived estimated percentage decreases and their range are applicable
to only the figures presented in the special report for imports through the port
of New York based on the 10-percent sample of alternate months’ entries. The
derived estimated percentage decreases and the ranges are not directly applicable
to, and may not be representative of, imports not covered by this report, for
example—

1. United States imports of synthetic organic chemicals through all ports or
through ports other than the port of New York.

2. United States imports of any other commodity or groups of commodities
through all or any port.

8. Imports of any commodities (including synthetic organic chemicals) dur-
ing any period not covered by the report.

Value and valuation basis under existing sec. 402 of the Tariff Act of 1930

Total number of entries______ e 66
Total invoice value___ __ o e—c————— $434, 864
Total appraised valve___._____ . _______________ e ——————— 1 8481, 607
Foreign market value:

Number of entries_ __ o o e —c————— 31

Valueo - e 1 $2355, 279
Export value:

Number of entries_ . __ o e 22

Value o e e mmcmmmmme $76, 902
Cost of production :

Number of entries. e mm—— e 12

Value e $113, 249

1Information on the sampling variability was furnished to the subscriber subsequent to
the release of the original report in February 1954. (May 28, 1954, for the 66 entries and
June 24, 1854, for the 31 entries.)

1Data are as released to the subscriber. In preparing this report for general distribu-
tion a minor clerical error was found i{n the figures. This error affects the figures shown
by no more than three-tenths of 1 percent.
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- Value and vabuation basis under evisting seo. 402 of the Tariff Act of 1930—Con.
United States value: '

Number of entries. e ——.. - 1
oo Valueo e $36, 177
Value and valuation basis under the proposed revision of seo. 402 in H. R. 6584
Total number of entries_ ___ __ _ e 66
Total appraised value ..o o e emm————— ————— 1$448, 674
Export value:
Number of entries. . e 57
Value. e e et e e e 18364, 702
Contracted :

Number of entries. . . e ———————— 9
Value_ e e e e $83, 972

1 Information on the sampling variability was furnished to the subscriber subsequent to
the release of the original report in February 1954. (May 28, 1954, for the 66 entries and
June 24, 1954, for the 81 entries.)

Comparigon of value and valuation basis under sec. 402 of the Tariff Act of
1930 and the proposed revision of sec. 402 in H. R, 6584

SEC. 402 OF THE TARIFF ACT OF 1930

'Number| Invoice
of entries value Value basis Value
31 $216, 715 | Forelgn market value. ... iiameao- 1 $285, 279
22 72,463 | Export value. .. .. . iiccccacan- 76, 902
12 111,597 | Cost of production. ... .. oo e 113, 249
1 34,089 | United States value._ . ... ... e acctccieacean 36,177
PROPOSED REVISION OF SEC. 402 IN H. R. 6584
g g.fntgg Value basis Value
31 | Bxport valUe. . . oo oo caa e acaeeame—e- 1 $224, 491
22 |...-_ do.. ... e et cmeemeaceesmccemmem - ———- emmmmmae—a- 76,902
9| Constructed . ... oo et cmam—mmesacemeceecaccemescaeacacean 83,972
3] Export vaAlUe. oo oo eececccmecteemcmeve———————— 29, 227
1]----. s 1 Y EPI USRI M, 082

! Data are as released to the subscriber. In preparing this report for general distribution a minor clerical
error was found in the figures. This error affects the figures shown by no more than 3o of 1 percent.

Value and valuation basis under existing sec. 402 of the tariff act of 1930

Total nuinber of entries___ _ __ e 13
Total involce value_ o e $78, 498
Total appraised value_ . ____ e $87, 100
Foreign market value:

Number of entries__ e 7

Valueo o e e ————————————m $50, 204
Export value:

Number of entries. o e 2

Value o e — e e e $27, 877
Cost of production :

Number of entries___ e ——————— e 3

Value e $5, 929
American selling price:

Number of entries_ - - o e ——— 1

Value o o e e ——— $3, 000

1 Separate data are provided for these importations since the merchandise was not
described in sufficlent detail to permit positive identification as a synethetic organic
chem:ca{.. These data therefore may or may not cover imports of synthetic organic
chemicals,
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Value and valuation basis under the proposed revision of section 402 in H. R, 6584 *

Total number of entries_________________________ e 13
Total appraised value_ o $80, 340
Export value:
Number of entries________ e 11
Value o o oo o e $75, 189
Constructed :
Number of entries__ ______ e 1
Value . o e $2, 151
American selling price:
Number of entries__ ____ e 1
Value. e $3, 000

1Segarate data are provided for these importations since the merchandise was not
described in sufficlent detail to permit positive identification as a synethetic organic
clllxem:ca{.8 These data therefore may or may not cover imports of synthetic organic
chemicals.

OComparison of value and valuation basis under sec. 402 of the Tariff Act of
1930 and the proposed revigion of sec. 402 in H. R. 6584

S8EC. 402 OF THE TARIFF ACT OF 1930

Number Invoice : .

of entries value Value basis Value
7 $44, 453 | Forelgn market value. . e cte——————- $50, 204
2 27,887 | Export value. . .. oo e e——————- 27,877
3 4,258 | Costof production. .. ... .. ... oo i iiciccamaaoo- 5, 929
1 1,900 | American selling price. e eceeaaaaan 3,000

PROPOSED REVISION OF SEC. 402 IN H. R. 6554

Number
of entries Value basis Value
; Export value ..o amcceaaa- S;g%
..... 0 e e e e e e e e —m—mam e e e — e mmm et mmmmmm———mm————— s
2 |...-. Q0. - e e e e e e e e e a—————— 3,378
1 | Comstructed. . e emmmmemmmme—————————— 2,151
1 { American selling price. . ... .. .. mememmma————- 3, 000

1 Separate data are provided for these importations since the merchandise was not described in sufficient
detail to permit positive identification as a synthetic orgaunic chemical. Thes: data therefore may or
may not cover imports of synthetic organic chemicals.

The Cuairman. The next witness is Mr. Richard F. Hansen, of the
Allied Chemical & Dye Corp.
Mr. Hansen, will you take a seat here, sir, and 1dentify yourself?

STATEMENT OF RICHARD F. HANSEN, ASSISTANT TO THE
PRESIDENT, ALLIED CHEMICAL & DYE CORP.

Mr. Hansex. Mr. Chairman and members of the committee, my
name is Richard F. Hansen. I am assistant to the president of Allied
Chemical & Dye Corp.

We are told H. lg 6040 is intended to reduce uncertainties, con-
fusion, and delays in the administration of our customs laws. In our
opinion, this is a thoroughly desirable objective and one which should
be welcomed on all sides. As businessmen, we would gladly subscribe
to any reasonable measures to improve and increase the efficiency of
government. For these reasons we are happy to support section 3,
which would simplify currency conversion procedures; section 4,
which would repeal obsolete provisions of customs laws; and section
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5, which would direct the Secretary of the Treasury to study and
make recommendations to provide for greater certainty, speed aud
efficiency in the enforcement of the .Anti-Dumping Act.

Section 2 of the bill is of an entirely different character. While it
would simplify valuation procedures, it is subject to two fundamental
objections: (1) it would indiscriminately reduce the duties imposed
on most categories of imports subject to ad valorem duties; and (2)
it would contravene safeguards which this committee helped to incor-
porate into existin%law for the protection of domestic industry.

I. Section 2 of H. R. 6040 would reduce duties on most classifica-
tions of imports subject to ad valorem duties.

As you know, the primary basis of valuation of articles subject to ad
valorem duties under existing law is foreign value or export value,
whichever is higher. Section 2 of H. R. 6040 would eliminate foreign
value entirely as a basis of valuation and make export value the first
and preferred method of valuation. Since many commodities have
been and now are appraised on foreign value because it frequently is
higher, the effect of section 2 would be to reduce the amount of the
duties collected on such commodities just as effectively as if the ap-
plieable rates were reduced.

This result is confirmed by the Treasury Departinent survey, to
which reference has previously been made. It indicates that average
duties would be reduced on 68 out of 77 classifications of commodities
included in the study. Attempt has been made to belittle these reduc-
tions on the ground that the changes are quite small on the average,
that the overall average decrease in customs revenue collections wmﬁd
amount to only 2 percent, and that the loss of revenue protection is
not significant as to any commodity group.

However, the average to which the Treasury Department refers
represents merely a medial point between two extremes, a quotient
obtained by dividing the sum total of many unequal figures by the
number of those figures. Of necessity, the impact on many of the
commodity classifications would exceed the average, while others
would be affected less than the average. In fact, reductions in 4 of the
6 chemical commodity classifications exceed the average (2 percent),
as shown by the following tabulation:

Percent

. reduction

Chemical classitications: in duty
Coal-tar product® e 4. 52
Industrial chemicals_ - 7.33
Pigments, paints, and varnishes__ . __ . _____________ . ... 10. 07
Soap and toilet preparations___ o 10. 92
Medicinals and pharmaceutical preparations. ... ___________ 1.22
Explosives, fireworks, and ammunition______________ ______ M

! No change.

Another, “Drugs, herbs, roots,” and so forth, which includes a num-
ber of chemicals, would be reduced 15.39 percent.

But even this does not tell the complete story since the percentage
decrease in revenue for each of these chemical classifications is itself
an average which similarlﬁ is made up of reductions of greater and
lesser magnitude. Just what individual chemical commodities were
included 1n the survey, and which of them would be affected more or
Jess than the average, the survey does not disclose. Whether the peril
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oint has been established (in proceedings unrelated to H. R. 6040)
or any of the products comprising these classifications, and whether
it too would be exceeded, we have no way of ascertaining.

A special study of chemical imports made by the Bureau of Census
in February 1954, is more informative and reveals the effect of section
2 of H. R. 6040 on a wide variety of chemicals. It indicates that dur-
ing the year 1952 (the most recent year for which data were then
available) 53 percent by value of all synthetic organic chemicals (ex-
cegt coal-tar products) imported through the port of New York and
subject to ad valorem rates of duty were appraised at foreign value,
while only 16 percent were appraised at export value. Since foreign
value was used only because 1t was higher than export value, this
study indicates that the elimination of %oreign value, as proposed 1n
section 2, would reduce the value base, and hence the duty collections,
on over half of all imports of synthetic organic chemicals other than
coal-tar derivatives.

On the basis of this data, the Census Bureau calculated that the
proposed revision of section 402 of the Tariff Act of 1930 would result
1n a decrease of 7 percent In average appraised value which, because
of a sampling variability, might be as low as 4 percent or as high as
10 percent. For the same reason, a calculated reduction of 12 per-
cent in appraised value of nearly half of the entries examined might
be as low as 8 percent or as high as 16 percent.

Like the Treasury Department survey, this study did not identifK
the individual products covered, or disclose the basis on which eac
had been appraised, or would be appraised under the proposed revis-
ion of section 402 of the Tariff Act of 1930. However, the Treasury
Department subsequently developed and tabulated all of this informa-
tion for each of the ucts. This tabulation showed that a number
of the products would not have been affected by the proposed change,
but that the appraised value of many individual items would have
been reduced, with corresponding reductions in duty. For example,
on certain entries the appraised value would have been reduced sub-
stantially, as shown in the following table:

Percent

reduction in

Imports: dutiadle value
Ascorbic aefd— e 24
Vitamin Dy ———— 13
Vitamin B, hydrochloride e 39
Theophyllinic compound. o o 21
Cyanmethine____ ____ e 15
Polyethylene resin_________ e 14
Chloral hydrate___ e ——————— 23

At this point, Mr. Chairman, I understand, that when Mr. Rose
was testifging the other day that he discussed ascorbic acid said
that according to information in his possession the rate on duty on
ascorbic acid would have been reduced about 42 percent. It presum-
ably was based upon the 1954 imports and involved different prices.
However, I think it is important to insert that at this point.

In a general way this situation is revealed and confirmed by the
Treasury’s own figures. You have been told that in making its survey
the Treasury made 19,908 recomputations of dutiable value. Testi-
monK before the House Ways and Means Committee disclosed that
of the 19,908 entries recomputed, 3,605—roughly one-fifth of the
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total—resulted in changes in valuation and hence of duty. In releas-
mlﬁ the results of the survey the Treasury announced that “practically
all” of the changes were reductions. ﬁtt' these three sources of
information together it becomes clear that the projection which it
makes to arrive at the overall average decreases of 2.5 percent in value
and 2 percent in duties results entirely from the much greater reduc-
tions which would be incurred by one-sixth of the entries.

This would indicate that average reductions on the commodities
actually affected would be not 2.5 percent but 15 percent in value, and
not £ percent but 12 percent in duties. It would also mean that under
section 2, protective duties on one-sixth of such commodities would be
sacrificed, in greater or lesser degree, for the sake of simplification.
In our opinion, this is not simplification but oversimplification.
Clearly reductions of this magnitude are sighificant to the commodity
groups involved, and doubly significant to each of the individual com-
modities most affected.

This data indicates not only what would have haﬁpened in the case
of the specific imports studied, but also what could happen in the case
of thousands of other products. It is a clear warning that section
2 of H. R. 6040 would do far more than merely simplify the adminis-
tration of our customs laws.

To us it is inconceivable that the Congress would knowingly reduce
the duties on thousands of commodities in this hit-or-miss fashion, in
which the consequences would only be ascertained after the fact.

In our opinion, customs simplification should be accomplished with-
out effecting such radical changes in duties established for the protec-
tion of domestic industry. Other and far preferable means are avail-
able for altering our tariff structure. atever method is adopted
for simplification, the very least that should be done is to provide for
simultaneous adjustment in the duties on items adversely affected to
offset unavoidable reductions in dutiable values.

hSegnat;or MiLLikiN. Have you a proposed amendment to accomplish
that

Mr. HanseN. Senator Millikin, we have not, other than to offer
these suggestions. We labored long and tried to come up with some-
thing and were unable to find any specific amendment which did not
lead us into complications elsewhere. And time did not permit us to
work on it any longer.

Senator MiLLikIN. Thank you.

Mr. Hansen. I1. Section 2 of H. R. 6040 would contravene safe-
guards deliberately incorporated into existing law for the protection
of domestic industry. ‘ ,

In connection with previous proposals which would or could affect
tariff levels, this committee has established a fine record of providing
safeguards for the protection of domestic industry which is, of course,
the purpose of our tariff laws,

Y%u will recall the history of the Customs Simplification Act of
1954, first in the form of H. R. 9476 and later H. R. 10009. In report-
ing out the latter bill, this committee referred to the amendments
which it had made to the bill as passed by the House and stated :

The amendments make plain that it is the intent of the committee that the
Tariff Commission shall submit recommendations to accomplish desirable sim-
plification of classifications; that any changes in rates of duty is not to be recom-
mended unless in the opinion of the Commission desirable simplification cannot
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be accomplished without such’ tatiff ¥até change. Such recommendations in-
volving any changes of rates shall ndt' be made until after adequate public
hearings of the affected industries. baye been beld by the Commission for the
purpose of determining the effect of qug?n tariff rate changes on, such industries.

More recently this committee made a number of ¢hanges in H. R.

1, as passed by the House, to safeguard domestic industry by provi-
sions designed to guarantee that the authority therein grantéd would
be used gradually, selectively, and reciprocally. In addition, it added
a number of provisions'clanfying and fortifying the peril-point and
escape-clause procedures. In so doing, the committee emphasized in
its report to the Senate that all authority granted to the President to
reduce tariff rates— - '
* ¢ * jg subject to all requirements of existing law for full publie notice (includ-
ing a list of products upon which concessions might be made by the United
States), public hearings, peril-point determinations, and escape-clause procedures
(as modified by the committee).

Section 2 of H. R. 6040 would circumvent virtually every one of these
safeguards. It would subject many products to double jeopardy.
Duties reduced by it would be subject to further reduction under H. %
1. There would be no notice or list of products on which duties would
be reduced, and no provision for hearings. The reductions would be
automatic and immediate. They would go into effect without the
protection of prior peril-point determinations and in many cases they
would not even be subject to subsequent escape-clause procedure. The
resultant duties would have no necessary relation to the necessities of
the case. They would be established in the interests of simplification.

The effect of section 2 on peril-point determinations heretofore made
should be carefully noted. As this committee knows, a peril-point
determination is a finding made by the Tariff Commission. after notice
and hearings, of the level beyond which a rate of duty—and conse-
quently the duty itself—on a particular product may not be reduced
without causing or threatening serious injury to domestic industry or
portion thereof producing like or directly competitive products. If
any such peril-points have been determined, there 1s nothing to pre-
vent section 2 from reducing duties beyond such peril points.

The admonition in subsection (e) of section 2, line 16, page 10, that,
in connection with tariff negotiations and peril-point and escape-
clause proceedings, the executive branch of the Government and the
Tariff Commission “shall give full consideration to any reduction in
the level of tariff protection” resulting from the proposed amendment
of the valuation provisions, does not answer the point.

In the first place, it merely requires that “full consideration” be
given.

In the second place, if existing peril points are exceeded by reduc-
tions which flow from passage of H. R. 6040, there may be no occasion
for the Commission to consider the injury which has resulted there-
from. If the duties so reduced do not become the subject of negotia-
tion for a trade agreement, the peril-point procedure does not come
into play and neither the executive branch nor the Commission will
have occasion to consider it in that connection.

Representatives of the chemical industry have consistently main-
tained that duty reductions should be made only with careful selec-
tivity, after a study of the possible and probable effects, and that they
should be applied gradually so that their actual effects could be deter-
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mined and corrected, if necessary, before too great harm could result.
We believe these princ{f)les should apply in any legislation affecting
the amounts of duty collected on specific commodities, whether result-
ing from changes in valuation as in H. R. 6040, or from changes in
rates as provided in H. R. 1.

Mr. Chairman, I happen to be a fair amateur cabinetmaker. It isa
hobby that I enjoy a great deal. Whatever ability I have I owe an
excellent craftsman and a fine teacher who taught me most of what I
know. Forty years ago he told me that the most valuable lesson I
would ever learn would be to always measure twice and cut once. I
am here to say that he was absolutely correct and that most of the
mistakes I have made have been through failure to follow his advice.
A hole that is too large is hard to plug, and a plank that is too short
1s hard to lengthen.

I am here to say that I think that lesson is just as applicable to the
tariff structure of the country and the cutting of tariff rates. We have
not measured this change, this reduction tEat is proposed in H. R.
6040. We do not know what it would lead to. In my opinion, it would
behoove us to find out before we cut again.

That completes my statement and I thank you for listening to me.

The CHAMAN. Thank you, Mr. Hansen. That was a very admir-
able statement.

Any questions?

Senator MmLLIkIN. No questions.

The CHATRMAN. We will recess.

(Whereupon at 12: 55 p. m. the committee recessed.)
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