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FOREIGN TRADE STATISTICS

WEDNESDAY, AUGUST 31, 19866

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10:05 a.m,, in room

2221.21New Senate Office Building, Senator Russell B. Long (chairman)
residing.

;;,PI:CSGDU Senators Long, Anderson, Talmadge, Williams, and
irksen,

The CrairMAN. Today’s hearing relates to the method of reporting
statistics of imports into this country and of exports from this country.
At present our statistics are kept, basically, on a free-on-board
basis. That is, our exports are valued at our border, going out,
but our imports are valued at the foreign country’s border. Ocean
freight and insurance costs are ignored. A
. On the other hand, most other countries of the world keep their
statistics on a cost, insurance, and freight basis. They value both
imports and exports at their own border. The transportation and
freight charges incurred to get-the merchandise to that point is taken
into account in determining the value of both their imports and their
exports.

The United Nations has recommended that all countries report
trade statistics under a uniform method; and the cost, insurance, and
freight method used generally by foreign countries—but not by us—
was selected by the U.N. as the most appropriate. T

The measures before us today—Senate Joint Resolution 115
and S. 3522—call for cost, insurance, and freight reporting of import
statistics and for a statistical segregating of U.S. financed or sub-
sidized exports. S. 3522, however, is limited .to agricultural com-
modities. .
© (S.J. Res. 115 and S. 3522 follow!)

[S.J. Res. 115, 89th Cong., 1st sess.}

JOINT RESOLUTION To require that reports on imports into the United States include the landed
value of articles imported, and for other purposes

'

Whereas many statistical reports of the Departments and agencies on imports
into the United States show only thoe quantity of articles imported or the value
of articles imported in terms of their foreign value; and - -

Whereas a more accurate appraisal of the effeet on the United States economy
of imports into the United States can be made if such reports also show the value
of articles imported in terms of their landed value in the United States; and -

Whereas most countries which are parties to the General Agreement on Tariffs
and Trade account for the value of imports in terms of their landed value in the
respective countries: Now, therefore, be it .

esolved by the Senate and House of Representatives of the Uniled States of America
in Congress assembled, That (a) the Secretary of the Treasury shall include in all

1



2 FOREIGN TRADE STATISTICS

reports on imports into the United States the value of articles imported on the
basis of cost, insurance, and freight values, representing the fcreign value plus
3119 insrtérafncetand shipping charges incident to landingjthe imported articles at

) of entry.

(bI;OThe Secretary of Commerce shall include in all reports of import statistios
published by him the cost, insurance, and freight values of articles imported as
reported by the Secretary of the Treasury, o

Sec, 2. The Seoretary of Commerce shiall, in all reports of export statistics
published by him, classify exports, not including reexports, by three categories,
and shall show, with respect to each category, the value or quantltg, or both, of
articles exported. These categories shall be (1) total exports, (2) exports of
articles the production of which has been subsidized by the Government of the
United States, and (3) exports made under Government-financed programs
additionally classified to show the exports under this category which also fall
under category (2).

(8. 8522, 8%th Cong., 24 sess.)

A BILL To require the Secre of Agriculture to report to the Con, each year certain informatio
e relating 0:)"510 lmggrt and exporlzo of agrtmnhmfr:gsmmodlttes n

Be 1t enacted by the Senale and House of Representatives of the United States of
America in Congress assembled, That this Act may be cited as the ‘“Agricultural
Trade Statistics Reporting Aot of 1966,

8ec. 2. It is hereby declared to be in the public interest that the Secretary of
Aﬁgu!ture should compile and publish an annual standard reference work con-
talning certain statistical information with respeot to the volume and dollar value
of this Nation’s foreign trade in major agricultural commodities for the precedin,
calendar year, the trends in United States imports and exports o7 such commodi-
I(:}esi, u;;lg tf\htgs effect of such trade upon the balance-of-payments position of the

n 0 ‘

Skoc. 3. (:}l The Secretary of Agriculture (hereinafter referred to as the *‘Sec-
retary’’) shall, not later than February 15 of each calendar year, submit to the
appropriate committees of the Congress a report containing the information
described in subsection (b) of this section and cause such report to be readily
available to all other committees and Members of Congress, to all trade publica-
tions, and, upon revest, to any other interested party. '

(b) The information to be contained in any such report shall specifically dis-
close with respect to the immediately preceding calendar year—

(1) the quantity and dollar value of imports into the United States and
exports from the United States of each major agricultural commodity;

(2) the extent to which such dollar value reflects or fails to reflect, in the
case of each major agricultural commodity, costs attributable to transporta-
tion, insurance, and other expenses incident to handling;

(3) the extent to which, in the case of each major agrfcultural commodity,
exports were paid for in dol!ars, other freely convertible currenocy, local cur-
renoy not convertible, funds of the United States Qovernment on a cash or
credlt basis, or were donatlons valued without reference to payment;

(4) what effect imports and exports of all agricultural commodities had on
the balance-of-payments position of the United States Government; and

(6) the percentage of our total domestic production, in the case of each
major agricultural commodity, which was exported; the percentage of the-
total exports, in the case of each such commodity, which was paid for by
each of the methods of financing described in paragragh (3); and the per-
centage of our total production and consumption, in the case of each such
commodity, which was imported.

(o) Such report shall also set forth statistics and other information covering a
period of )i:rior years in sufficient detail to show, with respect to each major:
agricultura commodit.l‘;i the prevailing trends in the imgo and export of the
different t or classifications of that particular commodity.

d) The Secretary shall include in such report such other pertinent information
as he deems appropriate.

(e) The Secretary shall include in such report the citation of any public laws
relevant to the subjeot matter being discussed,

() As used in this Act, the term ""major agricultural commodity" shall include,
for example, cotton, beef, gork, veal, live cattle, nonfat dry milk, cheese, butter
and poultry; and in providing the information specified in subsection (b) (1) of
thglai:?otion, the Secretary shall give separate statistics for each of those com-
m o8,
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" SE0. 4. The Secretary shall coordinate the administration of this Act with other
departments and agencies of the Government concerned therewith and with
interested private organizations; and such departments and agenoies of the Gov-
ernment are authorized and directed to cooperate with the Secretary in the ad-
ministration of this Act, including the coordination of all procedures, forms, and
means necessary or appropriate for carrying out the provisions of this Act. The
Secretary shall include in his annual report such recommendations for l:j;lslation
a;lcgh?d?igistrative actions as he determines would facilitate the administration
of this Act.

Sko0. 6. (a) The Secretary, before submitting to the Congress the report re-
ferred to in section 3 of this Act, shall submit such report to the General Account~
ing Office for examination, The Comptroller General shall examine the report
to the extent he deems necessary to certify whether or not—

i(l)i sluch report i8 in conformity with generally accepted accounting
pringiples; ]

(2) such report accurately reflects the effect of trade in agricultural com-
modities on the balan.e-of-payments position of the United States;

(3) except for the initial report, such report was prepared on a basis
comparable to that of the previous year;

(4) such report follows the reporting practices and procedures followed by
major international trade organizations with which the United States is
associated, including the General Agreement on Tariffs and Trade and the
Organizatfon for European Cooperation and Development; and

5) any departure from generally accepted methods of reporiiny the
information contained in such report was coordinated with and apprcved by
the Comptroller General.

Sb) The opinion of the Comptroller General with respect to the matters referred
to in subsection (a) of this section shall be included in the report. )

3Ec. 6. Notwithstanding the reporting date presoribed in section 3 of this Act,
the Secretary is authorized, in the case of any of the first four annual reports, to
postpone the date of submission to any date not later than May 1 if he determines
that the report for such year cannot be submitted prior to that date and notifies
the Committees referred to in seotion 3 of this Act in writing of the necessity of
-gsuch postponement and the reasons therefor,

SEc. 7. The Secretary shall submit the first report under this Act in the calendar
year 1967 covering imports and exports during the calendar year 1966. .

(Departmental comments on S.J. Res. 115 follow:)

ExecuTIiVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,
) Washington, D.C., August 9, 1936.
Hon. RusseLrt B. Long,
Chairman, Commitlee on Finance,
U.8. Senate, Washington, D.C.

DEeAR MR. CHAIRMAN: This is in re(pl¥1 to Senator Byrd’s reguest of Ootober 8,
1965, for the views of the Bureau of the Budget regarding S5.J. Res. 115, “To
:require that reports on imports into the United States include the landed value of
.articles imported, and for other purposes.”

For the reasons disoussed in the reports which the interested agencies are
‘making to irour Committee, the Bureau of the Budget is opposed to enactment of
.5.J. Res. 115.

Sincerely yours, ‘ :
¢ WiLrrep H. RoOMMEL,
Assistant Director for Legislative Reference.

DEPARTMENT OF AGRICULTURE,
August 31, 19686,
Hon. RussELL B. Long,
-Chairman, Commiltlee on Finance,
U.S. Senate, Washington, D.C.

DeArR MR. CHAIRMAN: In response to the communication of October 8, 1965,
‘we submit our arpraisal of Senate Joint Resolution 115 E’Fx'ox)ositxg (lz a su{)ple-
mental statistical series on U.S. imports showing o.i.f. valuation and (2) a classi-
‘fication of exports by three categories.
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~The Department does not support enactment of Section 1 of SJ Res: 115
regarding import statistics, nor can it support enactment of Section 2 pertaining
to export statistics, as introduced. C S .

IMPORTS

The proposed c.i.f. valuation of U.S. imports under Section 1 of S.J. Res. 115
would result in the availability of more detailed information. However, in the
opinion of this Department the additional burden and expense to the American
importer and Government inherent in the proposal are not warranted at this time,

nder the imgorvvaluation proposal in S.J. Res. 115, the Secretary of the
Treasury would be directed to include in all reports on U,S, imports the value of
imported articles on the basis of cost, insurance, and freight (c.i.f.) and the Secre-
tary of Commerce would be directed to include in all reports of import statistics
published by him the c.i.f. values of articles imported, as reported by the Seoretary
of the Treasury. This new statistical series would supplement the present series.

U.S. imports, as now,published by the U.S. Department of Commerce, Bureau
of the Census, are generally (but not in all instances) valued at the export values
in the country of origin. This method of valuation is prescribed in the Tariff
Aot of 1930, as amended (46 Stat. 708, 52 Stat. 1081, 70 Stat. 943; 946; 19 USCA
1402, 1965 ed.). It is the basio, primary, and principal valuation method for the
calculation of ad valorem duties whenever this type of duty is imposed on mer-
chardise to be imported, Thus, freight and insurance charges are excluded.

The export or *f.0.b.”” valuation of imports is doubly advantageous in inter-
national trade analysis: (1) If universally used, & symmetrical or balanced system
would result; that is, the exports (which are generally valued f.0.b.) of exporting
countries would equal the imports of importing countries, except for the time lag
between_exportation and importation; &) imports valued at their export value
are better “building blocks” for the construction of balance-of-payment statistics.
This valuation method permits freight and insurance services appropriately to be
accounted for elsewhere in the balance-of—gayment accounts, since such services
may have been provided domestically, i.e., by the importing country. Moreover,
even if these services are provided by foreign interests and hence require an
international payment, such payment is not necessarily owed to the country
from which the merchandise came, -

Despite the desirable features of f.0.b. valuation, it is appropriate to recognize
that in some instances c¢.i.f. valuation might be more convenient to the importer
than f.0.b. valuation. When an importer makes one combined payment, for
example, on a o.i.f. basis, that valuation may be more easily available to him than
if he has to break it down into its components to determine the cost of insurance
and freight and thereby derive f.0.b. valuation.

It must be stressed that the valuation of imports on a c.i.f. basis would have
no effect whatever on the balance-of-payment statisties of the United States.
The use of ¢.i.f. valued import data in balance-of-payment statistics would require
an additional adjustment, viz, the subtraction of the freight and insurance
components from the c.i.f. values, since these components refer to services which
vgry often are not rendered by the country of origin of the imports, as explained
above: ‘ - :

EXPORTS

. The. Department does not support enactment of Section 2 of the proposed
legislation which relates to exports, as introduced. Section 2 of the proposed
S.J. Res. 115 provides that the Secretary of Commerce shall classify exports, not
including reexports, by three categories.. :
For category (1) of Section 2 of 8.J. Res. 115 no change from present procedures
is required as total exports are classified in U.S. trade statistics summaries.
Category (2) refers to ‘‘articles the production of which has been subsidized by
the Government of the United States.”” The scope of this category is not clear,
It could refer to those commodities only the production or general marketing of
which (in ‘contrast to marketing for export) is subsidized by direct Government
ayments. Moreover, the word subsidy oarries an undesirable connotation.
he public declaration by our Government that it “!subsidizes” the production of
articles may give rise to the impostion of countervailing or anti-dimping duties
against our'products in foreign markets, As far as export assistance payments
are concerned; this Department, in Foreign Agricultural Trade of the Uniled States,
periodically publishes statistics of agricultural exports’classified In terms of such
assistance payments. Thus, after appropriate clarification of category (2), the
imposition of the reporting burden proposed for that category is unnecessary.
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With regard to category (3), exports under Government-financed px_-glgrams are:
periodically. reported in the above publication of this Department. ~These sta-
tistics require improvement in quality and timeliness. e feel, however, that
Section 2 of S.J. Res. 115 is not the vehicle t? achieve such improvement.

Our. interest is more specific than the identification in export statistics of
Government-financed programs as a group, as proposed in category 3 of Section 2
of S.J. Res. 115, The diversity of these programs makes it desirable to report at
least six specified Government-financed programs, data on which are now com-
piled and published by the Economic Research Service. In our present statistical

rogram, the sum of cxports under these six operational programs is considered to.
ge:_ ual to “Government-financed exports.” Total exports minus the sums of,
the aix s%aciﬁed Govérnment program exports are considered ‘‘commercial ex-
ports.”’ . The Economic Research Service also reports as a portion of “commercial
exports’’ short and medium-term credits for agricultural exports extended by the,
Export-Import Bank and the Commodity Credit Corporation under its credit
sales program. The pregent reportingspro am is imperfect because of (1) time
lags between the accounting for exports under specifie Sro ams and the time of
exportation at which total exports are enumerated and (2) differences in valuation
between total exports, as evaluated by the Bureau of the Census, and specified,
program exports, as evaluated by the operating agencies in charge of the various
programs. The Economic Research Service of this Department has formulated
proposals for a &'oint study with the Bureau of the Census of the feasibility of
reporting “Food for Peace’” program exports and commercial exports by the
Bureau of the Census. _

The Bureau of the Budget advises that there is no objection to the presentation

of this report from the standpoint of the Administration program. .
Sincerely yours, _
OrviLLe L. FREEMAN,
- Secretary.

GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE,.
Washington, D.C., July 11, 1966.
Hon. RysseLy B. Lowg,
Chairman, Commatlee on Finance,
U.8. Senate, Washington, D.C. . )
DeAr MR. CHAIRMAN: This is in further reply to your request for the views
of this Department with respect to S.J. Res, 115, a joint resolution ‘“To require
that reports on imports into the United States include the landed value of art cles
imported, and for other purposes.” :
- ‘The first seotion of the njoint resolution would require (a) the Seoretary of the.
Treasury to include in all reports on imports into the United States the o.i.f.
value of articles imported, and (b) the Secretary of Commerce to include in all
reports of import statistics published by him the c.i.f. value of articles imported
as reported by the Secretary of the Treasury. = Section 2 of the resolution would
further.:require -the Secretary of:Commerce, in all reports of export statistics
ublished b{ him, to classify exports by three categories. These categories would
e (1) total exports, (2) exports of articles the groduction of which had been
subsidized’ by ' the ‘Government of the United States, and (3) exports under
government-financed programs, additionally classified to show the exports under
this category which also fall under category (2). RO
The Department of Commerce favors the collection and publication of foreign
trade statistics. which can be used in-a more:-meaningful analysis of the impact
of foreign- trade on the U.S.. cconomy. If applied: in: an: appropriate .manner,
import data on a c.if. basis (thcir landed value) could be useful for limited statis-
tieal ‘purposes unrelated ‘to balance of payments analysis. - However, ‘we feel
that 8.J."Res. 115-°in requiring that the Secretaries of 'Treasury- and Commerce’
provide in all reports:on imports into the United States the value of articles on'
thé basis of both their foreign' value (as presently reported) ‘and their landed:
value is ‘not desirable or necessary.. The benefits of coipletely duplicating thet
collection and reporting of import statistics, as proposed in S.J. Res. 115, would:
not, be commensurate with the costs. . These costs.involve burdens. both ta
agencies responsible for collécting, verifying, ‘and Pu{blighipg import statistics
gnd to those engaged in import trade. ° Theé'lack of compairability between the
hénefits of S.J. Res, 115 and its cost is emphasized by the’ act'th!&t it is possible
1 to derive.import statistics!
e to develop such import statistié
Rl L ‘; i

through a,‘rijnd‘g’ap%denp,sta.tistical estimatm¥ rogram to derive.i
gx‘x;ajp.f.'f‘. ‘bisis. " While it would not:be possib

-
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in detall by commodity classification and by coun!.y, as are available from présent
reports on imports, it {s possible to provide sufficient detail to satisfy the needs
most users of such statistics. - . , . . ‘

- In view of the importance actorded reports on our balance of &ayments osl-
tion, both in this country and abroad, it should be noted that the availability
of import data on a o.i.f. basis would in no way alter our balance of payments
account. The f.0.b, valuation of imports in balance of payments analyses used
by this country is internationally recognized as correst. Countries reporting
fmports on a c.i.f. basis' must presently adjust their merchandise trade data to
exclude the value of freight and insurance in Bl:g)&dng their annusl submission
on balance o!;lgayments  such' international ies as the International Mone-
tar{ Fund. e inclusion of all payments of ocean freight and insurance oharges
in the U.S. balance of payments would be highly inaccurate and confusing be-
cause a part of these services are supplied by U.S. firms and to that extent do not
involve international financial transactions. Morcover, the present balance of
payments procedures of providing for ocean freight services separate from mér-
chandise transactions assure correot allocation by country of the merchandise
payments and ocean freight services.” Such allocation also recognizes that the
country supplying the merchandise is often not the same country that is supplying
the ocean freight services, i

. For slightly different reasons, this Department feels that the enactment of
section 2 of 8.J. Res. 115 respeocting export statistics would not be desirable or
necessary. Varlous-'government agencies regularly issue trade reports- that
reflect, in large measure, the ex%ort information required by this section of the
resolution. In addition, on the basis required by the resolution, the information
on exports related-to various domestio and international Erograms may not be
readily available, if available at all, to the exporters at the time of the export
declaration. Some information required by the resolution could not be made
publicly available at the time regular reports on exports are made due to seourity
restrictions under the Department of Defense Military Assistance Program.

Since matters concerning the reporting of foreign trade statistics are somewhat
complex and have serious implications, as indicated in S.J. Res. 115, there is
attached a more detailed explanation of our position on the resolution. The
Department of Commerce further notes that the Finance Committee on Februar
9, 1966, dirccted the Tariff Commission, pursuant to section 332 of the Tari
Act of 1930, to make an investigation of the methods of valuation used by the
United States and its principal tradin¥ partners to determine the dugy applicable
to imports. It would appear that this investigation will also provide an oppor-
tunity to aggraise the differences in methods of valuing imports for statistioal
purposes. ould the Committee have questions on the matters covered in the
supplementary memorandum or desire further information on any other points
in connection with the bill, this Department stands ready to cooperate fully.

For the above reasons, however, the Department of Commerce does not favor
the enactment of 8.J. Res. 116.

We have been advised by the Bureau of the Budget that there would be no
objection to the subinission of this report from the standpoint of the Adminis-
tration’s program.

Sincerely,
Rosrrr E. GILEs,
al Counsel.
Enclosure.

MzMORANDUM T0 SUPPLEMENT STATEMENT OF THE OBJECTIONS OF THBE DEPART-
. MENT or COMMERCE TO THE ENACTMENT OF SENATE JOINT REsSoLUTION 1156

The Department of Commerce feels that the issues raised by the introduction
of 8.J. Res. 115 merit a full statement of the Department’s views. Moreover, the
fmplication of the requirements of the resolution for the reporting of foreign trade
statistics of the United States are both substantial and complex. The following
gtaarta.g:p.phs deal separately with seotion 1, import statistics and section 2, export

istics.
Regquirement of Senate Joint Resolution 116 on the Reporting of Import Statistics

There has been much discussion over the years on the preferable method of
valuing Imports for duty purposes. Since the United States values imports
mainly on the basis of foreign value for duty purposes it has been recognized
that the lack of information on the landed value of United S{ates imports is a
handicap in certain applications of import trade statistica. In fact, the Depart~
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ment of Commerce has considered on several occaslons in the recent ﬁast a projeot
to develop import values on a cost plus insurance and freight basis, known gener-
ally as a olf. basis. The need for developing such values, and the expressed
demand for this information, however, have not to date appeared great enough to
justify the conclusion that this work should be done in Frefcrence to or to the
detr}ment of other more clearly necessary and more widely supported statistical
services, .

-Dual Reporiing of Import Values—Probléms and Priorities

The collection and reporting of the value of imports on a o.i.f. basis, in addition
to the current f.0.b. basls, would add greatlg to the cost and burden to the govern-
ment and to importers. The Bureau of the Census believes the additional cost
and complexity of proocessing the extra field of data—the o.l.f. value—for each
transaction on a continuing basis would be substantial. This Is particularly true
in light of the fact that the import statistics program is already at the saturation
point in terms of the %‘esent Bureau of Customs entry form and the Census
tabulating procedure. For shipments consisting of humerous commodities, the
import entry form 18 very crowded. The addition of another field of information
might require & complete redesigning of both the entry form and the tabulating
procedures unless some other item of information were dropped. It is true that
the difficulties of collecting and processing a duplicate set of import values for
each transaction discussed here represent mainly technical problems. Their
solution, however, involves important considerations of priorities in the selection
of the type and nature of the import statistics to be presented by the government.

The additional reporting requirement would geatly increase the burdens to
importers. At the time the customs entry form Is to be filled out, the necessary
information may not be available readily, if at all, to the importer. For instance,
where freight and insurance charges are aggregated in one sum for an entire
shipment involving several different kinds of commodities, the allocation of these
costs among the various classifications of commodities would present great
difficulties. The trend toward containcrization, i.e., an increasing volume of
small shipments being consolidated in one container under one freight billing,
further magniftes the (Eroblem of allocating transportation and insurance costs
on a detalled commodity-by-commodity basis. hile such problems as these
might be surmounted, it is felt that alternative means of deriving c.i.f. values
should be considered.

Customs verification of import valuations is vital to the reduction in the
incidence of fraudulent undervaluation of merchandise subject to ad valorem .
or compound rates of du'tiy and to the maintenance of the accuracy and validitg
of the statistical data, he burden of verifying a second sot of values for eac
item would cause a time lag in the preparation and publication of ouv trade
statistics. This Department feels that such a time lag could prove detrimental
by delaying both goverrment and business decisions based, in part at least,
on such reports. .

Import Valuation—Historical Background; Praciices of Other Couniries; U,N,
Recommendation
The value reported in U.S. import statistics, historically (since 1832) has
reflected the f.0.b. value required by law to be reported for customs purposes.
(See seotions 402 and 402(a) and subsection 484(e) of the Tariff Act of 1930,
‘as amended, and section 301 of title 13 of the U.S, Code.) These statistics are
compiled from copies of customs entries, Similarly, the import statistics of
other c¢ountries of the world also reflect their respective customs valuation re-
quirements. While Canada, Australia, Venezuela, South Africa and a number
of other countries besides the United States use f.0.b. valuation of imports for
customs and statistical purposes, most countries use some form of the c.j.f,
{cost plus insurance and freight) basis of valuation. Thus, the difference betweon
the basis of valuation reflected in the import statistics of the various countries
simply reflects an historical development of different valuation bases required
for customs purposes. It does not necessarily represunt a decision as to the
valuation basis that would be considered preferable for statistical and analytical
purposes_if such stavistics were independent of customs valuation.
he United Nations has recommended the use of c.i.f. values at summary
stalisiical levels, a8 one among many other steps which must be taken to achieve
international comparability in trade statistics. Undoubtedly, the choice of ec.i.f.
as the valuation basis for imports was influenced by the recognition that most
countries have long emplo that basis, and, therefore thar far fewer countries
would be compelled to underzo readjustment of their statistical procedures.
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- ' Futrtheimore, the United Nations has'shown ah’awarefiess that differences in
xnethod of valuation aré not'the ohly obsvacles to international compdrability of
trade statistics. - Among other significant probléins in 'achie\{in'g;'coﬁ\pambﬁity
‘até differences in the t¥éatment of In-transit trade, differences in't min‘% covérage,
noepts of commodity classification’ and ‘disorepancies in' county-by-country
allocations of tradé movements. 'Thus, the U.N. had riot felt it nécessary to recom-
mend that f.0.b. countries supply c.i.f. data at below the detail of the 3-digit
level of the SITC. (Api)xoximately, 177 groupings of commodity classifications).
For purposes of international comparisons, trade data in the further detail of the
different national "clagsifications. is not considered: gencrally ‘'useful.. C.i.f. esti-
mates at'the summary (3-digit SITC) level could be derived from present f,o.b.
valués by the use of ‘apf)_r'opﬂ;ite factors ‘developed statistically. - Thus, the U.N.
recommendation’ for o.1f. values to improve international cdmpambﬂity‘pould
be met without the costly and burdensome effort that,would be imposed‘dn
importers and the government by the requirement of 8.J.'Res. 115, =~ - . |
‘Balance of Payments Considerations; Import Trade Analysis. - e

In balance of payments analysis, f.o.b; valuation i8 internationally recognized
as correct and o.1.f. countries must presently adjust their merchandise trade data
to exclude the vahié ‘of freight and insurance in' gre'parin%'their annual statistical
‘submissions-to the International Monetary Fund. - It is inacourate to inclide all
payments of ocegn freight and insurance charges in the balance of payments,
because a part of 'these services may be supplied by the importing country itself,
and to that exteiit duch payments do not rt?)reeent an international transaction.
‘Thus, the application ¢f c.i.f. values to all U.S. merchandise imports would over-
‘state the magnitude of our fore(iifn payments. Under present U.S. balance of
payments procedures, mérchandise transactions and ocean freight services dare
carried in separate accounts, with the latter item adjusted to exclude freight
payments to domestio carriers. This procedure, in addition, provides for:the
correct country allocations of ‘merchandise and freight payments respectively,
recognizing that the country supplying the merchandise is often not the same
country that is gupglying the freight (and insurance) services. - '

In balance of trade analysis—the net balance between: United States merchan-
dise exports and’imports—either o.L.f.-or f.o.b. valuation can be used. C.if.
valuation, of course, might be considered preferable for this purpose because it
values imports at the same point as that reflected for exports—the ports and
borders of the United States. - However, use of ¢.i.f. for balance of trade purposes
involves the over-valuation of payments and misallocation by country cited in the
bhalance of payments discussion above. In any event, an important feature in
balance of trade analysis and the formulation of trade policy decisions is in the
measurement of changes tn the movement of the balance over time periods. For
ithis reason, the accuracy of import data, and the consistency of their construction
.a8 a statistical series fo cOmgamble measurement of short or long term trends,
appear far more importar* than the particular basis of valuation, whether c.if.
orf.ob. If cif. data are preferred for this type of analysis, they could be esti-
mated on the basis of the regularly compiled f.0.b. data with appropriate consist-
en%y over time, N _ :

or commodity analysis of the impact of imports on the domestic economy,
c.i.f. values might be considered preferable to f.0.b., but would still understate
‘the true price of an imported commodity in the internal U.S. market. The c.i.f.
‘value, it should be noted, excludes such cost factors as inland U.S. freight, agents’
commissions, and tariffs. . -

- Existing Legal Authority Provides Freedom. of Planning for Statiaticdi Néeds‘

Legal authority already exists for the collection and reporting of import trade
-statistics on a c.if. basis. Furthermore, present statutes provide the necessary
authority for providing any foreign trade statistical service that is deemed neces-
sary or appropriate. A significant step in assuring clear authority for reporting
of a well-integrated United States trade statistioa igrogram was the enactment
‘in 1982 by Congress of Public Law 87-826 (13 U.S.C, 301). This Act freed the
planning and administration of the program from the then existing outdated,
confusing, and sometimed conflicting legal provisions which had grown up over
‘a long period of years. " It substituted & delegation of authority to the Secretary
"of Commerce to enable him to plan a meaningful statistical program, both as to
.content and as to data collection methods and reporting requirements, in full
light of changing statistical needs and changing business practices.- = .
8.J. Res. 115 would requiire ‘that particulat types of the information nust

_ be collected, and would préseribe-by law certaiit features which must be iricorpo-
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rated in each-‘reJ:brt of import statistics. This would appear to: e & step back-
ward toward individually legislated (frogram features and reporting retuirements.
Enactment of the .resolution would:unnecessarily .restrict the flexibility of the
‘Secretary in carrying out the responsibilities placed upon him by existing statutes
in providing a meaningful, coordinated statistical .program. o .

Allernative Proposed for Oblaining Appropriate C.I.F, Values .

For the reasons stated above, the approach called for .by 8.J. Res. 115 for
developing information on thé o.1.f. value of imports does not appear practicable.
Import -statistics . on a o.i.f. basis, which ‘would be:sufficiently precise for any
statistical service currentliy deemed necessarf' or-appropriate, can be produced by
means of a' statistical estimating project.. It is possible, by means of a survey,
to obtain -freight and insurance ‘costs on a sample.of shipments and to drive
constants,: in:percentage or value terms, which would then be applied to adjust
presently reported f.0.b. values to a c.i.f. basis. Periodio sam;i!e surveys would be
required to update the constants for changes over time.. The Department -of
Commerce would, of course, develop a specific proposal for such a project if it is
deemed desirable. \ : . P
Requirements of S.J. Res. 115 on the Reporting of Export Slatistics

S.J. Res. 115.:e<huires the compartmentalization of U.S. exports into two sub-
categories which will identify (1) shipments of articles the produciion of which has
been subsidized by the U.S. Government, and (2) export shipments ﬁfinanced by
the U.S. Government. Thess objectives present difficultics of definition and
implementation. . : : o

Problems of Definition and Implementation :

In identif?'ing a ““subsidized” item, the question arises as to whethér the finished
product which incorporates a subsidized .raw material (e.g., textiles and clothing
made from cotton) should be considered a subsidized export. - For basic farm
commodities, certain producers may elect to remain outside the government’s
subsidy program while other producers of the same commodity, e.g., wheat, may
choose to receive government parity payments. Are wheat exports by the latter

roup considered subsidized? Are those of the former group not subsidized?

ssuming that a definition of “subsidized production” could be agreed upon,
there remains the problem of identification of subsidized items at the time of
export shipment. For example, where the export is made by a trader or whole-
saler rather than o })roducer, the exported commodities cannot be related to all
the circumstances of their production. Where finished products are concerned,
even the producer of the exported goods may not know whether the components
were subsidized. In the case of unmanufactured commodities such as grain,
exporits maiy be made from storage facilities where supplies from unsubsidized
and subsidized sources have been physically intermingled and are no longer
distinguishable. o _

The problems relating to the matter of government-financed exports are similar
to those encountered for government-subsidized shipments. From the standpoint
of definition, the extent of government participation in the financing of export
ranges all the way from outright gifts or %rants to simple credit guarantees.
Within the range are loans for dollars and loans for foreign currenscy, for very
long terms at low interest rates and for medium-long terms at rates only frac-
tionally below commercial rates. o o o

However, assuming that a suitable definition were arrived at, there are practical
difficulties involved in attempting to identify government-financed shipments in
the export statistics. (An exception is Department of Defense military grant-aid
shipments which are presently being tabulated separately direot from Department
of Defense shipment documents, and not from export declarations (Form 7525).
" Appropriate government- agencies  have participated on many occasions in
attempts to find a reliable method for identification of (nonmilit:su'ﬁzs overnment-
-financed exports at time of shipment, but no method for achieving t| as yet been
developed. For the most part, such shipments are made by private exporters
and the nature of many of the government program is such that at he time of
export no determination has been made as to whether the transaction will or will
-not be covered within the program. If g';wernment finanecing is subscquentlg
arranged for, it would be virtually impossible to associate this information witl
the statistical record already processed for the transaction.  Even for trans-
actions where government financing for the exportation has already been arranged
at the time of shipment, capturing this information may be subject to more than
the usual statistical reporting difficultics.



10 FOREIGN: TRADE SBTATISTICS

- A statistioal r ortin? a{atem has best chances for success if the information
called for is available, In the course of business, to the individual who
normally prepares the report. Identification of the type of financing would not
n ¥ appear on the invoices, or shipping documents which are the usual
source of information for filling out export deoclarations. '

Presently Available Statistics on Government-Financed Ezports

Grant-ald shipments under the Defense Department’s Military Assistance
-Progam are currently shown, as an agﬁegate total, in the monthly export statistics
published b{ the Census Bureau. owever, detailed data by commodity or
oountry of these military shipments are seourity classified and cannot be dj'vuly ed,

Separate supplementary statstics providing information similar to that required
under section 2 of 8.J. Res. 115 are presently being devel:‘)})ed and published by
govemment units other than the Census Bureau. It should be noted, however,

hat these statistics are developed from fiscal u%enditure reports and reports o
agencies’ operations of the export programs available onlilafter some time lag
from the date of shipment, usually on a quarterly (not monthly) basis, and usually
not always in full commod'ity detail. Usind; such source material, the Department
of Agriculture has since 1957 prepared and published information on agricultural
exports segmented to show government-financed shipments which are subsidized,
and commerocial exports with and without subsidies. (See table 1, '‘Foreign
Agriculture Trade of the United States,’’ May 1965.{0 ‘The Office of Business
Economics, in addition, regularly supphes data on total exports financed by
government grants and credits. These are published with the balance of par
ments quarterly statistics which appear in the Survey of Current Business in
quarter-end months,

It might be well to note that the multipllcitg of data on ‘‘total’’ exports cur-
rently published by the Census Bureau is already a matter of concern to users of
the existing trade statistics. The addition of supplemental categories as outlined
in 8.J. Res. 115 would only increase this concern. Consideration should be given
to whether the function of our basic trade statistics, as compiled and reported
by the Bureau of the Census, ought simply be to accurately recording the inter-
change of goods between the United States and the rest of the world. The burden
of analysis in terms of government financing or subsidization should properly be
left to other, more appropriate, government agenoies,

The varloty of existing export totals now reported in Census Bureau publica-
tions include:

{ag Total exports (including reexports), including special category.

b) Total exports (including reexports), including special category, but
excluding military grant-aid.

20) Same as (b), but seasonally adjusted.

d) Total exports (including reexports), excluding special calegory—used in
area distribution of exports. .

(e) Domestic exports, including special calegory—used in commodity distri-
bution of U.8. exports. (Excludes reexports.)

Mea::gura‘ng %S. “Competitive’’ Performance in Ezporis by Means of S.J. Res. 115,
ection

United States export statistics are designed to measure the value of all mer-
chandise leaving the United States customs area. As is indicated above, they
are reported on a basis that accurately refleots such movements. Comparisons
of export and import trade for special purposes such as indicating the ‘‘true
competitive position’’ of the United States in world markets usually requires
certain adjustments in the data which can only be developed in special analysis
of exports and imports. It would not be meaningful to include in the general
reports on United States foreign trade the categories of exports on the basis
called for in 8.J. Res. 116. The categorising of foreign trade on the basis of
Fovemment support, either with respect to export or import trade, involves
mplicit assumptions as to the nature of the trade. Such assumptions are better
left to separate analytical reports in which the nature of the trade can be explored
in detail and the validity of the implicit assumptions can be justified.

In view of the above, the Department of Commerce is of the opinion that
seoction 2 of S.J. Res. 115 is not a practical or necessary requirement for the
purpose of reporting United States exports.
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. DEPARTMENT OF STATE,
Hon. RusseLL B, Lona, .
Chairman, Commiitee on Finance,
U.S. Senate. . .

Dpar MR. CHA1rMAN: This is in reply to your request of Ootober 8, 1965,
for the views of the Department of State on S.J. Res. 115, a resolution to re-
quire that reports on imports into the United States include the landed value
of articles imported, and for other purposes’. . .

8.J. Res. 115 would require the Bureau of- Customs in the Treasury Depart.
ment and the Bureau of Census in the Department of Commerce to compile
statistics showing the cost, insurance and freight of all articles imported into
the United States. The resolution would also require the Commerce Depart.
ment to olassify exports by three categories (l? total exports, (2) exports of
articles the production of which has been subsidized by the Government of the
United States and, (3) exports made under government-financed programs.

It is this Department’s understanding that.the purpose of S.J. Res. 115 is
to insure that United States foreign trade statistics accurately reflect the competi-
tive position of the United States economy in world trade. It is alleged that
current statistical procedures utilized by the United States Government over-
state United States exports and understate United States imports, thereby in.
flating the United States export surplus.

The Department of State favors the collection and publication of all foreign
trade statistics which are relevant to the consideration of United States competi-
tiveness in world trade and the balance of payments. However, Section I of
the Resolution would simply add to the present f.o.b. values, the insurance and
freight costs of our imports. Section 1I, relating to export statistics, would
not provide for the comparable addition of insurance and freight costs. Ac.
cordingly, were the United States trade surplus to be computed using this sta-
tistical system, the export surplus would be reduced ﬁf the amount of freight
gn{l insurance which had been artificially added to only one side of our trade

alance.

Import statistics are used for two principal ?urposes, balance of payments
analysis, and the measurement of the impact of imports on the United States
economy. For balance of payments purposes, f.o.b. statistics are clearly pref-
erable. This has been recognized by the International Monetary Fund which
requires o.i.f. countries to adjust their trade data to exclude insurance’and freight.
The use of the o.i.f. basis of valuation would overstate import payments to the
extent that the freight and insurance services are provided by domestic companies.
Moreover, it would introduce inaccuracy with respect to the geographioc allocation
of foreign payment flows since freight and insurance services are often provided
by a country other than that providing the goods.

No system of import data can, in itself, truly reflect the competitive effect of
imports on the United States economy. however, the use of f.0.b. data is pref-
erable since it much more closely reflects merchandise transactions and, there-
fore, reflects the relative ability of domestic industry to su;:f)ly goods at com-
petitive costs. While o.i.f. valuation is closer to the delivered price of imported
goods, it does not take into acoount such costs as duty payments, importers
markup, inland transportation, etc. More important, import statistics cannot
reflect factors other than price, such as quality differences.

The Department is informed that the collection of a oom;i)lete duplicate set
of import statistics would impose & tremendous burden on importers and the
government agencies responsible for the collection of import data. It is possible,

owever, through an independent statistical estimating program, to derive import
statistles on a cost, insurance and freight (c.i.f.) basls. hile it would not be
possible to develop such important statistics in detail by commodity classification
and by oountry, we understand that it is possible to provide sufficient detail to
satisfy the needs of most users of such statistics.

Section IX of the resolution would require that all export statistics be broken
down to indicate whether production of export articles concerned has been govern-
ment subsidized or financed. The Department of Agriculture and the Depart-
ment of Commerce already publish data on government-financed exports and
these would appear to be adequate for most uses. It has been asserted that if
exports are subsidized or government-financed, they are not competitive and
should, therefore, not be entered in any determination of the United States trade
surplus. In actuality, most United States goods moving under subsidies are

68-666—66——2



12 """ PORBIGN. TRADB STATISTICS

agricultural goods for-whioh there is little doubt that the United States is the
most efficient produder-in the world. The subsidies are a result of the particular
policies we have chosen in order to effect certain farm income objectives and are
not indicative of our competitive position. Government-financed exports, in-
cluding surplus agricultural products, represent purchases which the recipient
nations would ‘not.otherwise have made from any nation had it not received
the aid funds.. -An indication of the relative strength of the United States com-
‘g}atiti\!efposition oeven in these produots is shown by the fact that before the
nited States ‘““tled” its aid most of the purchases were made in the United States
and this percentage has not increased markedly sinceé aid was *tied.” -
For the above reasons, the Department of State recommends against enactment
of S.J. Resolution 115. . . .
The Bureau of the Budget advises. that, from the standpoint of the Adminis-
tration’s program; there is no objection to the submission of this report.
: Sincerely yours, - : _
] - Dougras MacARTHUR II, .
Assistant Secretary for Congressional Relations.

CoMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., July 22, 1968,
Hon, RusserLL B, LoNg, : _
Chairman, Commitlee on Finance,
United States Senate.

DeArR MR. CHairMaAN: Your letter of June 29, 1966, requests our comments
on S.J. Res. 115, a joint resolution to require that reports on imports into the
United States include the landed value of articles imported, and for other pur-
poses. : .

We have no special information that would assist the Committee in the con-
s{lderat!on of this measure and therefore have no comments to offer in regard
thercto.

Sincerely yours, ’
Frank H. WEITZEL,
Assistant Comptroller General of the United Stales.

" OFFICE OF THE SPECIAL REPREBENTATIVE
FOR TRADE NEGOTIATIONS,
ExecuTivE OFFICE OF THE PRESIDENT,
Washington, June 28, 19686.
‘Hon. Russgrr B. Long,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR -MR. Cuairman: This is in response to your request for a statement of
our position on S.J. Res. 115. Section 1 of this resolution would require that
reports on imports include the.value of articles determined on the c.i.f. (cost,
.insurance, and freight) basis, in- addition to the present basis, which may gen-
erally be considered as an f.o.b. (free on board) basis. Section 2 would require
that reports on qxgorts show separately exports of articles the production of
‘whi¢h has been subsidized by the U.S. Government and exports made under
U.8. Government-financed programs. )

For the reasons given below, this Office is oPposed to both sections of S.J. Res.
-115... With respect to scetion 1, the analytical advantages of the c.i.f. basis, even
as a suprlemenb to the f.0.b. basis, are outweighed by the disadvantages, regard-
less of the cost of adopting the c.if. basis. With respect to section 2, there is
considerable doubt that there are any significant analytical advantages in sepa-
rately reporting exports financed or-subsidized by the U.S. Government,

Section 1

Under the existing system, the U.S. Government values both export and import
flows, gencrally speaking, on the f.0.b. basis, that is, at the border of the exportin
country. The value of goods traded internationally may, however, be determine
on several bases, of which f.o.b. and c.i.f. are the most frequently used. The
meritsof a %iv.cn basis of valuation essentially depend upon the dnalytical purpose
to be served by the trade statistics. On the whole, we believe that the principal
analytical purposes are being well served by the existing system.
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One important purpose of trade statistics is to attempt to gauge a country’s
ability to compete in international'markets.” This is‘done by making direct com-
parisons of the trends in imports and oxports over a period of years. = For this
) e, the consistency of the valuation basis over a period of years is- more
important than the particular kind of .valuation basis chosen. :

Given a choice, however, tho f.0.b. basis of valuation is preferable over the o¢.i.f.
basis because f.0.b. more closely approximates purely merchandise transactions.
C.i.f. data reflect services undertaken with regard to merchardise transactions.as
well a8 the merchandise transactions themsclves. Such data thérefore make it
more difficult to analyze the reasons behind changes in flows of goods traded inter-
nationally. Particularly in cases where transportation costs constitute a large
portion of total landed value, the volatility of freight rates would tend to make it
more difficult to identify changes in groduction costs, i.e., changes in the ability of
domestic industry to produce a good at compeotitive cost.

A second important purpose of trade statistics is to attempt to assess changes in
the ability of domestic producers to compete with foreign products in the domestio
market in terms of comparative prices. The o.i.f. valuation basis is sometimes
said to be preferable for this purpose because it more closely approximates the
market value of the imported good in the U.S. market. However, this is clearly a
‘matter of degree, since o.i.f. valuation necessarily falls far short of providing an
adequate measure of price competitiveness. Among other things, the fully rele-
vant U.S. market value of an imported good, in addition to its foreign cost, insur-
ance, and freight, should also include the U.S. duties paid, importers’ margins,
inland transportation, and other costs, Furthermore, a full understanding of the
competitive situation would also require examination of factors other than prices
in many cases, such as quality differcences, delivery dates, and terms of sale.

A third significant purpose of trade statistics is to provide a basis for analyzing
concessions exchan%ed in trade ncgotiations. Inconsistencies in the valuation
bases of imports as between countries have been said to imply some disadvantage
for the United States. In faot, statistical differences between trading partners
have been allowed for in past trade negotiations and are being accounted for in
the current one. Where import data are compared, countries on an f.0.b. basis
are as & matter of course permitted upward adjustinent to achieve full equality
and comparability in statistical comparisons.

In the current negotiations, where some countries have emphasized differences
in tariff rates on the same commodity, a more precise knowledge of differences in
values to which tariff rates are applied is sometimes required. This need is being
satisfied by a samgle study of import documents made by the Tariff Commission.
Any need for further adjustments in other areas of the negotition could be ad-
g?uately served by a similar approach without necessitating the proposed adoption

a new basis of valuation.

A fourth important gm;pose of trade statistics is to analyze the balance of pay-
ments. In this case, the f.0.b. basis of valuing trade is clearly preferred. This is
because not all freigilt and insurance transactions related to a country’s imports
give rise to an international payment. Use of the c.i.f. basis of valuation over-
states import payments generally to the extent that these services are provided
by domestic companies, and offsetting credits would have to be entered in the
gervice balance.

As a result, the trade balance would show a mixture of merchandise and service
transactions, and both the trade and the service balance would show a mixture of
domestic and foreign transactions. This obscures and complicates analysis of
foreign payments flows and necessitates adjustments in the data. In addition,
the geographical allocation of payments flows becomes more difficult, because
freight and insurance services may have been provided by a country other than
that providing the goods.

In terms of the general objective of achieving greater international compara-
bility and consistency with respect to trade data, adoption of the c.i.f. basis by
the. United States would achieve this objective in one limited sense, namel
that the United States would thereby join a majority of nations in valuing bot
its exports and its imports at its own border. At the same time, however, there
would also be a loss in comparability and consistency. Since all countries value
their exports on an f.o.b. basis, ¢.i.f. valuation of imports nccessarily causes a
given good to be valued differently in the trade statistics of the exporting and
the importing countries, with the difference being the amount of freight and

insurance.
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Section 2 . o

With respect to the second part of the resolution—requiring additional break.
downs of exports to show Government-financed transactions and exports which
move under Government subsidies or the production of which is subsidized
separately—it is not clear what analytical purposes could be served.

The Department of Commerce shows, as one of the nine different ways in which
exports are now being reported, the value of exports which are financed by the
U.8. Government. In additfon, the Department of Agriculture publishes data
on exports of farm products, both Government-financed and commereial, as well
as exports moving under export subsidies. While it might be useful to have these
data brought together and published by one source rather than by two different
agencies, there does not appear to be an unsatisfied need. ’ .

In any case, the main question is whether an examination of Government-
financed shipments does in faot help to measure our competitive position in foreign
markets. Most Government-financed goods move to countries which could.not
g(l)lrchase these goods without finanoial help. These goods are therefore generally

ught from the source which offers such financial help rather than from'the
source which can provide the goods most economically. ) ‘

Our experience, however, is noteworthy in this regard. Some time ago the
United States im d a requirement that recipient countries use aid funds for
.purchases in the United States. Previously, aid funds had not been tied in this
way. Yet the imposition of the requirement did not result in a substantial
increase in Government-financed exports from the United States. This was
because the reoi})ient countries had already been spending a high proportion of
their aid funds for U.S, produocts. This would indicate that the United States
is fully competitive with respect to at least a subatantial portion of aid-financed

exports, .

‘l)\({’ost U.8. goods moving under subsidies are agricultural goods for which there
is little doubt that the United States i3 the most efficient producer in the world
The subsidies are a result of theparticular policies we have chosen in order to
conittr_ol our agricultural surpluses and are not indicative of our competitive
position. C RO

For an analysis of a country’s ability to produce efficiently as shown by export
competitiveness, one generally compares the movements of goods into highly
competitive markets, For these purposes, export data, uninfluenced by flows
of Government-financed goods, are available in sufficient detail.

Furthermore, Government Policies affecting transportation rates, public utility
rates, taxation, and a host of measures as well as subsidies directly influence a
country’s ability to compete in export markets. Some countries use these meas-
ures to increase exports, but the effects of these measures cannot readily be isolated.
If we wished to show our commercial exports unaffected by these factors, we would
face insurmountable problems of allocating costs and benefits, But more impor-
tantly, we would distort our trade balance if we compared exports, devoid of the
effects of Government programs, with imports, which included goods entering the
United States under some foreign government-influenced program.

In short, this Office sees no significant analytical advantages to the enactment
of either section 1 or section 2 of S.J. Res. 116. On the contrary, there appear to
be serious disadvantages in doing so, completely aside from the question of the
feasibility and expense of administering them.

The Bureau of the Budget advises that from the stand?oint of the Adiministra-
tion’s program there is no objection to the submission of this report.

Most sincerely yours,
. CarisTIAN A, HERTER,
Special Representative.

(Departmental comment on S. 3522 follows:)

CoMPTROLY "R GENERAL OF THE UNITED STATES,
Washington, D.C., August 4, 1966,
Hon, Russery B, Long,
Chasrman, Commitles on i’s‘nanco,
U.S. Senate.

DeAR MR, CrairMaN: This is in reference to your letter of June 29, 1966,
requesting our comments on S, 3522, a bill to require the Secretary of Agriculture
to report to the Congress each year certain information relating to the import
and export of agricultural commodities,
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."We have no comments or suggestions to make concerning enactment of the bill
insofar a8 it affects the Department of Agrioulture. but we do have certain ob-
servations and suggestions with respect to the bill as it affects the General Account-

ing Office. , :

%eotion -5(a) of the bill would provide that, before submitting the specified
report to the Congress, the Secretary of Agriculture shall submit the report to
the General A¢counting Office for examination and that the Comptroller General
shall examine the report to the extent deemed necessary to certify whether or not
the report is accurate and is prepared in accordance with certain provisions enu-
merated in the bill. We believe that this requirement would present great dif-
fioulties to the General Aocounting Office since it would require a preaudit of
statistical information that would be quite voluminous and that would have to
be compiled from many sources, both domestic and international. Our audit
efforts would of necessity be both extensive and time consuming. If the bill in
its present form ‘becomes law, the end result would be a substantial annual diver-
sion of our efforts away from audits of expenditures of publioc funds. Further-
more, because of the scope of the work that would be involved, the requirement
that our review be made before subinission of the reﬁort to the dongress undoubt-
edly would delay its submission to the Congress well beyond the date established
in section 3 or in section 6 of the bill.

We would prefer to see the requirement for the annual examination eliminated
entirely from the bill. If this is not possible, however, we belisve it would be
preferable for the bill to require that (‘;) we perform an examination of the first
report on a post-audit basis; (2) our examination be limited to a review of the
reasonableness of the methods and procedures followed by the Secretary of
Agriculture in compiling the required information; (3) we prepare a report to the
Congress expressing our opinion as to whether or not the Secretary’s report fairly

resents the information so compiled; and (4) subsequent examinations, if any,
dgsi peﬁormed when deemed by the Comptroller General to be necessary or

rable,

We have the following comments on specific provisions of the bill as written.

Section 5(a)(1) would require the Comptroller General to certify whether or
not the report is in conformity with generally accepted accounting principles.
We'are not aware of the existence of any generally accepted accounting principles
for the preparation of the type of statistical data contemplated in the report.

Section 5(a)(5) would require the Comptroller General to certify whether or
not any departure from generally accepted methods of reporting the information
g)ntnin]ed n the report was coordinated with an approved by the Comptroller

eneral,

i “In line with our comments above, if the requircment for an annual examination
is retained, we would prefer that this section of the bill require only that we
review and report on the reasonableness of the methods and procedures followed
by the Secretary of Agriculture in compiling the required information ane that
we cxpress an opinion as to whether or not the Sccretary’s report fairly presents
the information as compiled. The requirement that any departure from generally
accepted methods of reporting be coordinated with and approved by the Comp-
troller General would tend to dilute responsibility for preparation of the report.
It would seem to be understood that any material departure from §enerally
accepted methods of regorting not disclosed in the report by the Secretary
would be disclosed by the Comptroller General.

i ‘Section 5(a) would require the Comptroller General’s examination to be made
before the report is submitted to the Congress. Because of the time factor dis-
cussed previously, and to avoid dilution of responsibility for preparation of the
report, we believe this requirement should be chenged so as to require the
Comptroller General’s examination on a postaudit basis.

Sincerely yours,
Frank H. WruITZEL

Assislant Complroller General of the United States.

The CHAlrRMAN. Senator Dirksen, would you like to be recognized
before we call our first witness?
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STATEMENT OF HON. EVERETT MCcKINLEY DIRKSEN, A: Us,
©° _ SENATOR FROM THE STATE OF ILLINOIS =

; Senator DirksEN. I do appreciate your action in scheduling hear-
m%s.on Senate Joint Resolution 115, = . .= .. . . . * ,

t seems to me that the Congress and the people are entitled to have
more meaningful information on U.S; trade than ive have had before,
We should have statistics that are truly representative; statistics that
accurately reflect our J)osition in world trade, and statistics on which
we can intelligently develop trade legislation that will be required
when the Freseng; law expires next June 30. In order to obtain this
type of information it seems essential that the Department of Com-
merce, as it regularly reports trade statistics, should be concerned with
commercial transactions or dollar sales when reporting exports, and
likewise it should be concerned with the price paid by otir importers
for the merchandise that comes into our country. ' Stated another
way, we should know how much we receive for what we sell and how
much we pay for what we buy. The 'u’r%olge of Senate Joint Resolu-
tion 115 is to see that we have precisely this type of statistics.

Let meé make one thing perfectly clear at the outset, the purpose of
Senate Joint Resolution 115 is not to change the method by which we
value imports for duty purposes, nor is the purpose to change the
method by which we calculate our balance of payments. The purpose
is to obtain more meaningful trade statistics for use in developing
legislation and assessing our trade position.

‘There are several matters that give me concern. But I believe that
I can put them into two categories. First, it appears that our export
figures are inflated by including as commercial sales items for which we
do not receive dollar nayments, and never will. The recent sale of
wheat to India is an example. Second, I am convinced that we
completely distort our trade picture by assigning an f.0.b. foreign port
valuation basis to imports. There may be some rationale for using
this basis of value when calculating tariffs to be imposed on these
items, but it is an utterly unrealistic. basis for determining our trade
position. Another illustration can be used to demonstrate this,
Consider the purchase of German automobiles, for instance; we should
have their vafue determined so as to reflect import values, when they
are sitting on the dock at Baltimore or some other domestic port, not
when they dre sitting on the dock at the foreign port of origin. Every
importer knows what he pays for imported merchandise, and it is
determined on the basis of landed value, not foreign value.

I have reason to suspect, Mr. Chairman, that the impressive trade
surpluses that have been reported over the years, and as recently as
August 25 of this year, by the Department of Commerce may prove to
be mirages when subjected to closer examination. In fact, T am
advised that we may well be experiencing a trade deficit this calendar
year if realistic reportine methods were being used.

. I hope that during the course of these hearings we will be able to
develop some meaningful answers. ‘ g ‘ ‘

The CuatrMAN. We have many witnesses to be heard today so
there will have to be an afternoon session, Our first witness is

erhaps the most senior junior Senator in Washington, the Senator
rom Alabama, Hon. John Sparkman, chairman of the Select Com-
mittee on Small Business.
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Senator Sparkman, I .believe you would like to testify on S. 35622
and we would be very happy to hear.your views on that'subject. ., .

STATEMENT OF HON.-JOHN SPARKMAN, A U.S. SENATOR FROM
THE STATE OF ALABAMA ; ACCOMPANIED BY HERBERT L. SPIRA,
* COUNSEL, SENATE SELECT COMMITTEE  ON SMALL BUSINESS

Senator SPARkMAN. Thank you very much, Mr. Chairman. T
appreciate the opportunity of testifying on this matter. I am also
grateful for your committee’s early consideration of.-S. 3522, the
Af%r_icult,ural» Trade Statistics Reporting Act, and the opportunity
afforded me to make a brief statement on its behalf; -~ . =

The activity 'of members of ‘this committee in the field 'of éxport
and import statistios is well known.” The Senator from Connecticut,
Mr. Ribicoff, and the Senator from Illinois, Mr. Dirksen, have
thm;ght.ful resolutions before this committee, in recognition of its
jurisdiction over matters relating to trade agreements, tariffs, and:
nontariff policy. The Senator from Connecticut, who is also a con-
gessional delegate to the GATT round of trade negotiations in

eneva, told the Senate earlier this month: ' -

We too often take for granted information . . . based on outmoded experience
and old statistics. Congress cannot frame polioy of the future based upon data
from the past. A < : - ‘ -

Inquiries we have conducted before the Senate Select Committee
on Small Business, of which the chairman of this committee is &
valued member, often call forth similar sentiments. I commend the
Committee on Finance for the attention it is devoting to this funda-
mental subject. = - o o o A

Following the introduction of S. 3522, the history of agricultural
reporting was reviewed in the Agriculture Department’s Foreign
Agricultural magazine, and I would like to offer this article for
inclusion in your record at an appropriate point. - - '

It appears that President Washington compiled the first statistics
on crops and livestock in'this country, and a system for gathering'
such data from each State was established in 1866. - The Depart-
ment's article concludes: ) o ‘

As U.S. crop reporting enters its second centuiry, it is bound to become more
international in scope. ""Selling this country’s abundance in world markets and
helping friendly nations under government programs . . . requires accurate
agricultural reporting. . Also (problems) can hardly be defined, ‘and much less
remedied without knowing (supply, demand, and trade figures). . . L

My bill is thus intended to provide a vehicle for recordkeeping,
collection, and accounting techniques of the modern era to be applied
to the presentation of international agricultural statistics. c

Since the enactment of the securities laws.of the 1930’s, most
substantial business concerns in this country have:been improving
their reporting services to their stockholders and.to'the public. . It is
interesting to note that a diversified company such as A.T. & T.,
whose $11 billion of revenues approximate the:agricultural trade of
the United States; released its annual financial report-of last year ou
February 16, 1966. Another corporation, I.T. & T.; having nearly
150 affiliates in 42 countries, received its auditor’s opinion on Mare
3, 1966. The Inter-American Development Bank, an international
governmental entity, had its 1965 financial report certified on Feb-
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ruary 7, 1966, I feel that it is not too much to hope for continuing
progress in having our agricultural trade statistics currently available
to Congress and to the public in a business-like manner. o

- In an effort to gain the benefit of some expertise, I asked the major
accounting firms to give me their views on S. 35622, Several have
done 8o, and I am informed that at least one ather is preparing de-
tailed comments. I would like to request permission that these also
be included in the committee’s record. I believe they will illustrate
the extent to which it is recognized that accounting definitions and
classifications bear upon policy decisions on exports and imports which
must be made by the Congress, . :

The United States is the world’s largest tﬁricultural exporter, with
farm produce making up a quarter of all U.S. merchandise exports.
We are also the second largest agricultural importer. . Sometimes, we
export and import different varieties of the same commodity, such as
meats. Accordingly, it is my belief that there should be available,
in concise and familiar form, a standard annual document which per-
mits comparisons to be drawn and trends to be perceived. This trade
Teport could bring together both exports and imports, commercial
and noncommercial shipments, and give us both their volumes and
values. The report would be designed to make clear the overall effects
of our total agricultural trade on the U.S. balance of payments,

Section 4 of the bill would encourage the Degartments of icul-
ture, Treasury, and Commerce, as well as the Bureau of the Budget
and the Federal Maritime Commission to work together on procedures
and forms for the collection of the necessary statistics. It would
supply an impetus for common approaches to such problems as how to
account for donations, how to report credit and foreign currency sales,
and what valuation methods are appropriate for commercial exports
and imports. It would authorize the Secretary of Agriculture to
take the lead in bringing about agreement, in areas where it may not
exist today. It would also provide for making refinements as future
opportunities arise. Section 6 allows a 4-year trial period for co-
ordinating technical and policy differences that might be involved.

Section 5 of the bill envisions that the General Accounting Office
will assist the Agriculture Department, as an independent accountin
firm counsels a private corporate client. It should be emphasize
that section 5 does not contemplate exhaustive audits and verifications
of facts and figures. The language.would empower the Comptroller
General to “examine the report to the extent he deems necessary’’ to
give his opinion.

As I stated in introducing S. 3522, this bill is proposed as a basis
for discussion and consideration. I am certain that it can be im-
proved, and I am pleased that several private organizations and
members of the committee have joined in this process of development.

An expression of congressional policy in the direction of making our
agricultural reporting more international in scope may call for some
new effort an thinﬁu' 1g. However, I submit that a mechanism of
this kind would be of value to both the executive branch of the
Government and the public, and would assist the membership of both
Houses of Congress in their deliberations on agricultural trade and the
Nation’s balance of payments. And I am submitting with the state-
ment some letters from private groups which comment on the bill,
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(The lotters referred to follow:)

. e , ARTHUR ANDERSEN & Co,,
' Chicago, Ill., August 1, 1968,

Hon. JORN SPARKMAN, .

Select Commiiles on Small Business,

U.S. Senate, Washington, D.C.

Dpar SENATOR SPARKMAN: I have your letter ¢f July 26 and have read the
copy of Bill 8. 3522 which was enclosed. I assure you that this bill would be an
excellont one for Congress to pass. We need this information badly, both for
making private desisions and for determining where our country is going in
relationship to balanoce of payments, I particularly approve the basis of these
reports as listed on page five of the Bill.

think the Bill is well drawn and I cannot make any suggestion to improve it
at the present time,

With best wishes.

Sincerely,
LEONARD SPACEK.

ArTHUR YouNna & Co,,
' New York, N.Y., August 8, 1966,
Hon. JoEN SPARKMAN,
U.8. Senate, Washington, D.C.

Dear SeNATOR S8PARKMAN: Thank you for your letter of July 26, with which
you enclosed a copy of 8. 3522, We have no suggestions to make in connection
with this Bill, but would like to commend you for the effort being made to make
the information as informative and reliable as possible.

Sincerely yours,
Rarrr E. KENT.

HasxkiNg & SELLs,
CERTIFIED PUBLIC ACCOUNTANTS,
New York, August 5, 1866.
Hon. JoRN SPARKMAN,
U.S. Senate, Washington, D.C.

Dear 8ir: I appreciate being given the opportunity to comment on proposed
bill 8. 3522, which you sent me with your letter of July 26, 1966,

It seems to me that the information to be included in the annual report required
by your bill is basically statistical in nature. Accounting is brought into play
only insofar as the tabulation of data involves the traditioral accounting func-
tions of reeordina,l claaaiffing, and summarizing, which functions are common
requirements of reporting srstems. Generally, the preparation of such a re-
port would not involve the application of generall(( accepted accounting principles
as they are used in reporting financial position and results of operations of business
enterprises. Consequently, I suggest that Section 5(a)(1) of the bill be deleted.
In making this suggestion, I do not want to imply that sound accounting prac-
tices or procedures are not required. On the c'ontr’alg, they are required and I
believe you have recognized this in Paragraphs (2) and (4) of Section §(a). The
requirements in these paragraphs seem to be effective substitutes, in the ciroums-
stances, for generally accepted accounting principles.

The requirement in Section 5(a)(2) that ‘“such report accurately reflects the
effect of trade in agricultural commodities on the balance-of-payments position
of the United States” should include a standard against which acouracy of the
report may be measured since several different results could be ct.cained if different
underlying assumptions were used in pregaring the report. I believe such a
standard rovided in Paragraph 4. Therefore, I would suggest coinbinin
Paragraphs (2) and (4) as follows: ‘(2) such report fairly reflects the effect o
trade in agricultural commodities on the bslance-of-payments position of the
United States in accordance with the reporting practices and procedures followed
b?v major international trade organizations with which the United States is asso-
olated, including the General Agreement on Tariffs and Trade and the Organiza~
tion for European Cooperation and Development; and.” You will notice that
I have substituted fairly for accurately in the suggested wording. The additional
effort in compilation which would be required to achieve complete accuracy of
the results may not be warranted.
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Having established the standard forTthe preparation of the report, it seems to
me that the remaining requirement for adequate reporting is consistency, and,
of course, this requirement is contained in Paragraph 3 of Section 5(a).

I hope these comments will be useful to you and to the Committees which will
be considering the bill.

Sincerely, ,
. JouN W. QUEENAN,

‘ Ernsr & ERNsT,
. Cleveland, August 19, 1968.

Hon. JOHN SPARXMAN,

U.S. Senate, Washington, D.C.

- DBAR SENATOR SPARKMAN: I appreciate your sending me a copy of Senate bill
number 8. 3522 for suggestions and comments. o
I have revicwed the bill with several of our partners and we feel that this would
be a very constructive step for our Government to take. However, there are
some practical. considerations which we would like to discuss with you.
Mr. J. O. Kay, our partner in Washington, will be in touch with you in the
very near future to arrange an appointment so that he can discuss the bill with you,
Again, thank you for sending us a cupy of the bill for our comments.

Sincerely, R T. B ‘
. T. BAKER.

: Ernst & ERNsT,
' ' Washington, D.C., September 6, 1966.
Hon. JoHN SPARKMAN, - ' .
U.S. Senate, Washington, N.C, :

Dear Sexator SrankmMan: As Mr. R. T. Baker, our managing partner, indi-
cated to you, wé are pleased to have the oppartunity to comment on your proposed
legislation, the “Agricultural Trade Statistics Reporting Act of 1966.” Several
of our partners and executives have reviewed the bill. Also, in order to gain
greater insight into. its background and expected results, we have discussed it in
some detail with your staff. .

May we say at the outset that the objectives of the act have our enthusiastic
and unqualified support. As a firm we are constantly engaged in studies and
research which depend, to a large cxtent, on the availability of government
generated statistics. As a matter of fact, our office here in Washington is cur-
rently working on a transportation economics research problem for the Navy
Department in which a report such as the one you contemplate would be of sub-
stantial use. Add to this the several other projects we undertake each year in
which the re{)ort could boe of bencfit, and multiplf that by the many other econo-
mists, consultants, trade sources, educators, analysts, and others who would uso
it, and its potential contribution to the statistics using community could be of
significant importance. It is preciscly because of the report’s potential usefulness,
both as an annual document in itself and perhaps as a mode! upon which to extend
into other fields of reporting the same principles, that we have reviewed the bill
carefully, critically and, we hope, constructively.

As we sco it, the proposed report would serve two presently unsatisfied needs:

(1) It would bring together under one cover a variety of data regarcing key
United States agricultural commodity trade, which are presently either reported
separately or are not reported at all.

(2) It would attempt to establish meaningful and consistent bases of accumu-
lating the various statistical eleinents making up the report in order to permit
direct comparisons and useful analyses,

While these two objectives are largely interdependent, the mechanics of effec-
tively achicving them are somewhat different, and we will duscuss the problems
they pose separately. .

The statistical systemn of the Federal Government has in recent years been
streainlined to a considerable degree. Nevertheless, the absolute vastness of the
statistical gathering machinery within the Federal establishment makes a report
such as you envision a project. of substantial magnitude. For example, even a
cursory review of the proposed legislation, coupled with our own experience in
working with government statistics, suggests that the following agencies would
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represent a parlial list of those organizations from which eoither data or advice
would be solicited for inclusion in the report:
Interstate Commerce Commission
Treasury Department
Federal Reserve System
Bureau of the Budget
General Accounting Office
Department of Agriculture
Economic Research Service
Statistical Reporting Service
Foreign Agricultural Service
Agricultural Marketing Service
Commodity Credit Corporation
Department of Commerce
Bureau of Census
Bureau of International Commerce
Business and Defense Services Administration
Office of Business lconomics
Maritime Administration

Each of the agencies from which data would be gathered has its own system
for disseminating information, presumably designed to meet its own special needs
in terms of timing, kinds of data, lovels of detail, units of measure, and so forth,
It follows then that the individual bits of data coming into these agencies, upon
which their reports are based, are also highly individualized and are established
in formats to meet speocial analysis and output requirements. We believe there-
fore that a potentially scrious problem in the arca of mechanically identifying,
coordinating, and synthesizing data from a variety of agencies is likely under the
proposed legislation. Indecd, the very difficulties experienced by your staff in
gathering and analyzing data, which gave impetus to this bill, could posc similar
probiems in generating a sound report. We will discuss later ways in which we
believe these problems could be lessened.

In addition to the mechanical problems of coordinating vast amounts of data
from a variety of sources, there are technical difficultics associated with the content
of the statistical elements themselves. Many of these technical difficulties, in
turn, apparently relate to matters of policy which may have far-reaching and
important implications. In short, assuming the data can be obtained, how is it
possible to define precisely and equitably the meaning of the line items to be
included in the report, and then how can consistency of reporting among data
sources be assured? For example, in order to facilitate direct comparison and for
other analytical reasons, imports and exports should -each be reported ecither
c.i.f. or f.0.b., but not imports one way and exports the other way. Which isthe
appropriate way? Should they cach be reported both ways? The method of
valuing donations of comrmodities poses another problem which would first have
to be reconciled, then implemented, and finally policed to ensure proper reporting,
Undoubtedly, many other statistical clements are currently being accumulated in
a fashion which would require considerable reworking before they become suitable
for inclusion in the annual report. _—

Your bill of course recognizes that problems will exist in these areas and pro-
vides that the Comptroller General examine the report after preparation by the
Secretary of Agriculture but before submission to the Congress to ensure adherence
to generally accepted account.ing principles, consistency, and accuracy. While
we fully endorse the Committee’s attempt to introduce sound business practice
to the preparation of this report, we believe that a role for the Comptroller General,
somewhat altered from that presently envisioned by the bill, would enhance the
quality of the final report.

First, by having the Comptroller General review the report after it has been
completely prepared leaves open the distinet possibility that substantive, impor-
tant objections will be raised. Should this result, the report, noting the Comp-
troller General’s exceptions, could be forwarded to the Congress, or the report
could be returned.to the preparing ageney for revision, thus causing delay in its
submission to the Congress. Under either alternative, the final product will be
somewhat compromised, and its value correspondingly reduced.

The establishment and maintenance of reporting standards is an essential
element in assuring a report of high quality. As we understand the kinds of
statistics that would be generated, most would probably lend themselves more
readily to the establishment of guideline standards rather than to the application
of generally accepted accounting principles.
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The remaining duties of the Comptroller General, as described in the bill
appear to be within the normal capability of the preparing agency. Oceasional
and periodic review by the Comptroller General, rather than a mandatory annual
study, would appear to provide sufficient safeguards against incomplete or incon-
sistent ref)orting practice. Possible solutions to the several problems outlined
above will be presented later.

The bill also provides for a normal report delivery date of February fifteenth,
covering the preceding calendar year, except that the first four reports may be
postponed until May first,

. We have described above what we believe represent the principal problem areas
in terms of generating a useful and meaningful annual statistical report. They
are:
fThe rr;echanical problems associated with coordinating data from a variety
of agencles
The technical problems associated with defining terms so that consistency
of reporting is maintained
The policy problems associated with reconciling differing needs and objec-
tives for statistical reporting
The problems associated with introducing the Comptroller General in an
an after-the-fact role
The problems associated with imposing a regular report due date which is
unrealistically close to the reporting period en in‘gr. :

The last problem listed is the easiest to handle. e would suggest that it is
impractical to expect a thorough, well-planned, and carefully reviewed document,
resulting from an intricate data gathering system, which in turn depends upon
literally millions of separately reported statistics from thousands of individual
sources, to be ready for delivery forty-five days after the period closing. Since
most users of the report will be more interested in its completeness and accuracy
than in its early availability, we suggest that a period of somewhat longer duration
be permitted to pass before its delivery is required.

he remaining problems lend themselves to no quick and easy solution. But,
our experience in conducting audits and performing management consulting
assignments would lead us to suggest that a carefully planned, detailed program,
describing the report output expectations, listing input sources preparing in
advance term definitions, working out policy differences, and mtaf)hshing before
you start where you are going and how you plan to get there, will be the single
most important element in the success of the annual report.

While your bill provides for the introductionp of certain business techniques,
one key element to all of our work is missing—that of preparing the audit and{or
work program. It is our standard practice to prepare a detailed and exhaustive
plan for the conduct of each engagement we undertake. It is an integral and
absolut,elg necessary first step in conducting all of our work. In this respect, we
believe that your bill would be substantially improved, and the resulting end
product markedly enhanced, by including a provision for the development of a
detailed plan epeoifically tailored to lproduce s first-rate annual document which
its originators can look upon with pride and its users can study with satisfaction.

A plan of the type suggested would, we believe, address itself to the principal
problem areas as we see them. Such a plan, prepared in advance of any data
gatherinﬁ, by presenting a clear understanding at the outset of the data to be
generated, would necessarily delve into the detalls of the data’s availability—from
whom—in what form—for what time period, and so forth. If voids in data
availability became readily apparent, alternative sources could be sought in
advance. Differences in report x;g techniques and formats could be reconclled in
advance. Problems associated with defining terms, establishing guidelines, re-
searching reporting practices of other organizations, and the myriad of other major
and minor problems could be overcome, again, in advance. Such a plan, intel-
ligently prepared and earefully implemented, should result in a meaningful report
after the first year, rather than allowing a four-year ‘“shake-out’’ period that your
bill implicitly antlcipates. If work is started on the plan at an early date, no
delay in the preparation of submission of the first annual re%ort would be expected.
Finally, we suspect that whatever cost is incurred through the plan preparation
phase w;quld be more than offset the first year by increased efficlency in report
preparation,

ur final point refers to the reference in your cover letter to Mr. Baker regardin
your plan to produce a report that would bear a general resemblance to annua
reports of businesses, Again, while we believe the approach of modeling the
report after typical business practice has considerable merit, we believe that report
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{ormat determination could properly be the responsibility of the people who plan
e program, : ‘ :
thAgaig,r let me thank you for the op¥onumty to comment on this important
-plece of legislation. e will follow its progress through the Congress with
considerable interest, and if we can be of any further assistance or clarify any
points mentioned in this letter, please let us know.
Sincerely,
J. O. Kay, Pariner.

Peat, Marwick., MitcHELL & Co,,
CERTIFIED PUBLIC ACCOUNTANTS,
New York, N.Y., August 19, 1966,
Hon, JOHN SPARKMAN,
U. 8. Senate, Washington, D.C.

My DEAR SENATOR SPARKMAN: I would like to express my appreciation for
your interest in writing me on July 26 and asking for my comments on the enclosed

ill 8. 3522 introduced in Congress by you and several other Senators. You
are, of course, aware that a number of government agencies, including the SEC
REfA, and SﬁA, rely on independent audits of financial statements by certifie
public accountants. In requ rigjg in your bill that the Comptroller General ex-
amine and report on statistical information developed by the Secreiary of Agricul-
ture relating to the imPort and export of agricultural commodities, you are creating
a great ‘“lesp-forward” in utilizing the gervices of qualified accountants. In my
opinion, your action is far-sighted and commendable since I believe that account-
ants should pay more attention to the development of economic statistics, It is
part of their training to appraise the authenticity of raw data furnished to them.

My specific comments on the proposed report to be issued by the Comptroller
General are as follows:

1. The Bill requires the Comptroller General “to certify whether or not such
report is in conformity with generally accepted accounting principles.’” This
terminology as used by members of the American institute of Certified Public
Accountants relates principally to the carrying value of assets and liabilities and to
disclosure of commitments and contingencies in a corporation’s statement of
financlal position, determination of revenues and earnings in a corporation’s
statement of earnings, ete. Such principles would likely have limited application
to the statistical information in the reference work envisioned by Bill S. 35622, 1
would suggest as an alternative to the requirements of Sec. 5(a)(1) that the Com{)-
troller General be required to express his opinion as to whether the data is fairly
presented on the bases indicated in Sec. 5(a) (4%.

2. The Comptroller General is required by Seo. b (a) (2) to certify whether or
not such report “accuratel%/ reflects the effect of trade and agricultural com-.
modities on the balance-of-payments position of the United States.” Since
certain of the information contained in the report will likely be based on estimates
and statistical interpolations, possibly subjeot to correction when later and final
figures may be available, I beliove that the substitution of the words ‘“preseats
fairly”’ for ‘‘accurately reflects’” would eliminate lengthy and involved quali-
fications which accountants might otherwise consider necessarg.

3. The Bill provides that the Secretary of Agriculture submit the report to
the General Accounting Office for examination, and that the opinion of the
Comgtroller General with respect to such examination be included in the report,
which is to be submitted to the Congress not later than February 16th of each
calendar year. Due to the many complexities in gathering and compiling, let
alone examining, the required data, it maﬁ ili)rove to be physically impossible
to meet this ‘‘deadline’”. I note that the provides for an extension of the
report date to May 1 in the case of the first four annual reports, if certain con-
ditions are met. You may consider it desirable to extend the report date on a
permanent basis, particularly if the opinion of the Comptroller General with
respect to his examination is to accompany the report submitted to the Congress.

. I would judge that a considerable amount of the basic information needed
for such a report is presently available in existing compilations by the Depart-
ments of Agriculture and Commerce and by the Census Bureau. Since the U.S.
Government’s official year ends June 30, you may wish to consider changing
the reporting period from a calendar year to a fiscal year ended June 30, with
the report being made available for distribution and study by members of Congress
prior to the commencement of the January session.



24 FOREIGN TRADE STATISTICS

. 5. If I may be permitted, in the present international situation, to paraphrase
the Old Chinese proverb that ‘one picture is worth a thousand words”’, one
chart may be clearer than a thousand figures. You may wish to emphasize
the use of charts and graphs, sup(})le,mented by interpretations regarding the
meaning of the graphed or charted data. : ’

6. Although the definition of the term *‘major agricultural commodity’ in Seo,
3 (f) is obviously veri;cgeneral, I suggest that the word ‘‘grain’’ be included, also
that some indication be given of the extent to which manufactured and processed
goods which include the raw material components are to be included.

I hope that the foregoing comments may be helpful to you.

Sincerely yours, :
W. E. HansoN, Sentor Pariner,

NatTioNAL LiveEsTock FEEDERS ASSOCIATION,

. Omaha, Nebr., June 17, 1966.
Hon. Joun J. SPARKMAN,

Chairman, Select Commitlee on Small Business,
U.S. Senate, Washington, D.C.

DEAR SENATOR SPARKMAN: Our sincere compliments to you for introducing
8. 3522 which bill would provide for refinements and changes in the system of
reporting agricultural imports and exports. You are absolutely correct in your
indication that the Department of Agriculture should be more business-like in
acquainting the Congress and the public with the results of commercial and
government activities in exporting and importing agricultural commodities.

Having testifted vefore your Committee on May 19 with particular reference to
the problem we now have, we were delighted wheii advised you were going to
introduce a bill designed to corréct it. After obtaining clearance from your office,
we released a news bulletin relative to the matter. It did not go into the mail
until Friday evening. You will find two ¢opies of the news bulletin enclosed and
we hope they mect with your approval.

We hope you will be successful with the scheduling of hearings on your bill
real soon.  We will do everything we can to assist in this effort.  Also, one of our
representatives, either Bill Jones or myself, will appear before the committeé for
testimony. :

The problem we have now with USDA reporting of imports and exports is
much more serious than many people realize. The system in use now not only
misteads the publie and the industry, but it does not provide Government officials
and members of the Congress with the information and tools they necd in making
poliey decisions. As a result, we feel our foreign trade policies have not been in
the best interest of domestic industry.

Please aceept our congratulations and appreciation for your forthright recogni-
tion of ﬁroblcms facing American Agriculture. ‘

espectfully yours, Dox F. M N2
. MAa@baANz,

Exccutive Secretary-Treasurer.

CerTIFIED LivEsTocK -MARKETSJASSOCIATION, -
‘ Kansas City, Mo., July 7, 1968.

Inre S 3522.

Hon. JOHN SPARKMAN,
U.S. Senale, Washinglon, D.C.

DEar SenaTor SparkMAN: Thank you very much for your letter of July 1
encloding a copy of the above bill and with additional information in connection
with its introduction which you enclosed. , .

Our trade association very much welcomes this type of an approach, and I
appreeiate your reference of our continued interest to the Senate Finance Com-
mittee for their appropriate consideration. .

On July 16, the president of our Association, W. V., Emrich, and I expect to
attend the meeting of the Alubama Livestock Markets Association in Montgom-
ery, and I will be pleased to make particular reference of your active interest and
concern in this respect along with your other steps in the interests of the livestock
industr{; if you have no objection.

ery truly yours, C. T. “Tap” SANDERS,

General Manager.
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{From the Cow Business, June 27, 1966) . \

Senator John Sparkman of Alabama also has introduced a bill which would
require the Department of Agriculture to issue an annual full statement on com-
mercial and government activities in exporting and importing of agricultural com-
modities. otal volume and value in foreign trade would be mandatory. Senatot
Sparkman ‘said that inconsistencies in government reports make it difficult for

ongress to arrive at policy involving import and ex?ort programs. His bill
would provide that the General Accounting Office certify to the balance of pay-
ments accuracy of the report. ‘

The CuairmMAN. We will also print this article in the record of these
hearings, Senator Sparkman. It is a very interesting article.
(The article referred to follows:)

[From the Department of Agriculture’s Forelgn 'Agrlcultural magazine)
A CENTURY OF AGRICULTURAL STATISTICS

The first U.S. crop report was a friendly gesture by an American President to a
citizen of a country formerly our enemy. . , .

The President was. George Washington. The citizen was Arthur Young of
England, who asked Washington to suptply statistics on average yields and prices of
crops and livestock, prices and rents of land, and prices paid by farmers.

o obtain the information, Washington addressed a circular letter, or ques-
tionnaire, to several gentlemen, “the best informed of the africulture” in New
York, New Jersey, Pennsylvanin, Maryland, and Virginia. His report to Young
consisted of several hundred words and four statistical tables. .

FIRST PRESIDENT FORESEES NEED

Washington’s report reflected his intense, lifelong interest in agriculture. In
his.final message to Congress, he urged government support for agriculture that
would include "collecting and diffusing information.” :

Numerous attempts by the States, the Federal Government, and private in-
dividuals and organizations were made over the next seven decades to set up an
effective system of making crop and livestock estimates. But none was suceessful
until the establishment of the U.S. Department of Agriculture in 1862, .

Starting with 1866—100 years ago—we have continuous data by States, on the
acreage, yield, production and prices of the major crops, and on numbers and
value of livestock.

EARLY EFFORTS8 TO OBTAIN FOREIGN DATA

From the beginning, efforts were made to collect statistics on foreign agriculture
as well as domestic. The first annual report of the commissioner of agriculture in
1863, announced that the new Statistics Division would colleet data that “exhibit
the commerce, both forcign and domestic, in leading agricultural products.”

In 1873, Jacob Dodge, chief statisticlan, spent several months abroad studying
European methods and arranging for the exchange of information with foreign
countries. Dodge’s position on the need for international data has a markedly
contemporary ring: , : ' )

“In these days of international commingling, by comimerce, immigration, and
travel, demand for statistics more comprehensive than national statecments have
arisen, and internationnl comparisons have therefore become an urgent nccessity
of Xrogress in government, industry, and the arts.”’ . .

n office was set up in London in 1882 to provide “accurate reports of crop
prospects’’ and other information of value to agriculture. ~ An act of Congress in
1888 required U.S. Consular Oflicers to make monthly reports on crop conditions.

TODAY’'S SYSTEM—DOMESTIC AND FOREIGN

Bince those early days, the collection of statisties has developed apace with the
demands of the times. Crop and livestock cstimates for the United States
agriculture are now the provinee of the Statistical Reporting Service and its net-
work of 43 ficld offices that are financed cooperatively with the States. Raw
data come from questionnaires mailed to hundreds of thousands of voluntary crop
reporters, supplemented by enumerative surveys and objective field measurements,
Modern cleetronic computers are used in processing the vast amount of data thus
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obtained. Production infornation on every aspect of agriculture is released in
hundreds of reports each year. .

Collecting statistics on foreign agriculture is now tne responsibility of the Foreign
Agriculture Service. A global network based on 94 agricultural attachés and
officers, stationed at 60 key' posts and covering more than 100 countries, provides
current information on all principal commodities moving in world trade.

THE BECOND CEN7URY

As U.B, cror reporting, enters its second century, it is bound to become more
international In sccpe. Selling this country’s abundance in world markets and
helping friendly nations under such government programs as Fowl for Peace
requires acourate agricultural reporting. Also, diet deficits in food-scarce regions
can hardly be defined, much less remedied, without knowing how much each
country produces, howr much it needs, and how its economy functions.

The CrAa1rMAN. This reporting %roblem reminds me of the friend
of mine who went into the airplane business. He was teaching people
how to fly or taking them joy riding and things of that sort. He told
me that he Lust, could not understand what the trouble was. Eve
day on a cash-in, cash-out basis he made a profit, and yet at the end of
a year and a balf he was broke. He could not figure out why the
business was losing mone%

He finally discovered that there was such a thing as depreciation.
For lack of that particular item his business went broke. He said
that if you go in that business you ought to let an accountant tell you
how to depreciate the equipment because if you do not, you may think
.you are making money but you can be losing money all the time.

Now, the thing we are talking about here 18 much the same. If you
‘want to find out whether you have got a favorable balance or unfavor-
:able balarce, you really need the proper records. You have to look
.at every item mnvolved and that is the sort of thing I take it you favor,
:Senator Sparkman.

Senator SPARKMAN. That is right. Yes, sir. A good statement.

The CrairMAN. Senator Dirksen, you have a bill in on that subject.
"You might want to ask Senator Sparkman a question or two.

Senator DirkseN, I am here to listen and learn. I am interested in
-the integrity of our trade figures and I like to hear what othors have to

:sa)I' who defend what we are doing at the present time.
am sorry that I was a little late.

Senator SPARKMAN. Well, I am very glad that you got here.

The CrAIRMAN. Senator Talmadge?

Senator TALMADGE. Senator Sparkman, I am pleased to be a co-
-gponsor of this bill and I congratulate you on your statement.

What you are trying to do is get an accurate, up-to-date record of
rimports and exports of the agricultural commodities, is that not true?

enator SPARKMAN. The Senator is correct in his statement.

Senator TALmaDpGE. For instance, every time we see a statistical
xreport on agricultural commodities, they say our exports are so much
:and then you have to find out how much of it was subsidized, do you
1not, under our Public Law 480 program?

Senator SPARRMAN. There are many factors that enter into it that
: are not shown when you lump it all together.

Senator TaLmADGE. I thank you and I congratulate you.

Senator SPARKMAN. Thank you.

The CHAlrMAN. Thank you so much, Senator Sparkman.

. Senator SPARKMAN. Thank you very much, Mr., Chairman.
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The Cxa1RMAN, The next witness will be Mr. Winthrop Knowlton,
Assistant Secretary for International Affairs of the Treasury Depart-
ment and he—is he here? And I believe you will be accompanied by
Mr, James Hendrick. -

STATEMENT OF WINTHROP KNOWLTON, ASSISTANT SECRETARY
FOR INTERNATIONAL AFFAIRS, TREASURY DEPARTMENT;
ACCOMPANIED BY JAMES P. HENDRICK, DEPUTY ASSISTANT
SECRETARY OF THE TREASURY

Mr. KnowLTON. Mr. Chairman, I am sorry to say that there has
been a momentary breakdown in our reproduction facilities and
copies of my statement have not arrived but should be here any
moment.

The CHAIRMAN. Do you have the original?

Mr. KNOWLTON. Yes.

The CuAtrMAN. Go ahead and proceed, then, and we will reproduce
it if need be. ,

Mr. KnowrToN. Mr. Chairman, I appreciate the opportunity of
appearing before this committee to testify on Senate Joint Resolution
116. Section 1 of this resolution would require the Secretary of the
Treasury and the Department of Commerce to compile import statis-
tics showing cost, insurance, and freight charges. Section 2 of the
resolution would require the Commerce Department to clussify exports
by three categories, (1) total exports, (2) exports of articles the
%‘oductio'n of which has been subsidized by the Government of the

nited States, and (3) exports made under Government financed
programs. I would like to address my remarks to the first section of
the resolution and in particular two aspects thereof. X

The first is the very great burden which it would place both on
importers and on the Customs Service in developing the information
required. The second is the effect which cost, insurance, and freight
statisitics would have on the presentation of our balance of payments

osition, ’
P The CuairMaN. Well, if it is too big a burden for you fellows to do
it that way, we might fix the law up to relieve you of that problem.
Just charging that tariff based on what the value is on this shore
rathm} than the value over there would save you that problem, would
it not

Mr. Knowrton. I would like to have Mr. Hendrick, who is our
expert on customs, go into this.

‘he CHAIRMAN. If instead of basing the tariff on the value over
theve, we base it on that value, plus insurance and ocean freight over
heve, then we would solve that problem for you, would we not? All
you would have to keep is one set of books.

Mr. KnowrroNn. I am not sure it would be the right set of books
to be keeping for balance-of-payments purposes, which is a matter
I will get to in just a moment.

On the problem of data collection, I would like strongly to empha-
size that the adoption of this resolution would impose a real and serious
burden on the Bureau of Customs. U.S. customs duties are not
assessed on a cost, insurance, and freight basis. Accordingly, in the
absence of legislation requiring that this be done, there is no existing

68-666—66——3
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reason why the forms filed with ‘customs by importers would normally
contain information on a cost, insurancé, and freight basis. - At first
blush it' might be assumed that it would be a relatively simple matter
for the customs regulations to be amended so as to require importers
to provide, in addition to the usual information furnished the Bureau
of Customs, further data with respect to insurance and’freight. I do
not believe, however, that such a solution would work. out.satisfac-
torily, either from the standpoint of the Congress or the Bureau of
Customs. , S

Before explaining why this is the case, I feel it would be useful to
discuss precisely what information is being called for under Senate
Joint Resolution 115. From our reading of the resolution, it would
appear that considerably more would be required than simply adding
the cost of insurance and freight to foreign invoice value. The more
that would be added, the more complicated implementation of the
resolution would become from the standpoint of customs administra-
tion and American importers generally. , ‘

Our reading of the resolution, particularly the last ‘‘whereas”
clause, which notes that most members of the GATT account for the
value .of their imports in terms of landed value, leaves us with the
impression that what would probably be expected here is & reporting
of imports substantially on the same basis as that now used by those
countries which are members of the Brussels Convention. Generally
speaking this would mean that in addition to the customary cost,
insurance, and freight data—insurance and ocean freight-—informa-
tion would also be required with respect to inland freight, loading
charges, commissions, and taxes. If Senate Joint Resolution 115 were
construed in this way, its implementation would be complicated in-
deed for the Bureau of Customs.

American importers, and I might add parenthetically the Bureau
of Customs itself, have little operating familiarity with the valuation
of procedures under the Brussels Convention. In effect, a require-
ment such as this would entail working with a whole new set of valua-
tion techniques, having no relationship whatsoever to U.S. duty col-
lection procedures. ‘

Even this, however, could be feasible from the standpoint of
customs administration, provided that the Bureau of Customs were
not expected to verify the values that are submitted. In other words,
if Senate Joint Resolution 115 so required, the customs regulations
could be amended so as to compel Amerivan importers to submit
figures on the basis of the Brussels Convention, as well as on the normal
basis customarily required for duty assessments in the United States.
The Bureau of Customs could then transmit these figures without
further review to the Department of Commerce for statistical report-
ing purposes.

From past experience, however, we must point out frankly that
such a procedure would not be likely. to produce satisfactory sta-
tistical results. Our experience has been that unless the Bureau of
Customs verifies tho figures that are submitted, they tend to be
unreliable statistically. This would be particularly true in a case
such as this where the importers would be working on a basis with
which they have little or no experience.

If Senate Joint Resolution 116 requires the submission of valuations
on the basis of the Brussels Convention, and if, in addition, it is
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expected that the Bureau of Customs would verify the accuracy of
the submission received, this will result in a very heavy additional
statistical reporting burden for the Buréau' of Customs—perhaps
a doubling of Customs present statistical reporting workload. Al-
though no detailed administrative cost analysis has been made,
the additional burden would, under these circumstances, probably
involve increased costs for the Bureau of Customs running between
$1 to $1% million annually.

This may appear to be a relativoly small sum in terms of the total
U.S. budget. In Customs terms, however, this is a substantial sum
of money. It must be realized that the total Customs ap{)roprintions
is only $86 million; that Customs is short of funds which it requires
for more agents, inspectors, port, investigators, and other personnel;
that in the past year—— : )

The CnairmaN, Could I just ask you a question there at that
goint? You people keep giving us a bunch of faulty and misleading

gures. All that is being su%l ested here is that you give us the

correct figures. You say, well, you have given us $86 million to
give some bum information. If you want the right information it
would cost a million more. -

Now, why to save 1 percent or 2 percent should we have you keep
bringing us erroneous and misleading information up here?

Mr. KxowrToN. Mr. Chairman, if you will let me——

The CHAIRMAN. It just seems to me as though it is not worth paying
$86 million for information if it is not going to be correct.

Mr, KnowrToN. Mr. Chairman, if I can continue I will try to
c::})lain why I think the information we are giving you is the best
information and not erroneous and misleading.

The CrAIrRMAN. Well, here is an invoice somebody sent us in con-
nection with a different problem. Here is the cost of the merchandise,
here is the commission, and here is the casing and packing. Here is
the hauling and docking, here is the inland freight, here is the storage
and lighterage, here is customs and export clearance, here is the local
insurance premium, and here is the petties, whatever that is. Like

etty cash, I guess. So he totals it all up, $4,207, that says f.o.b.,

apan. The reason he does that is that is what you are going to levy
& tariff against. Then he adds two more items below that, ocean
freight, marine insurance, one of them for $84.70 and the other
$28.30, and then he comes oaut, c.i.f.,, New York.

He needs that information for his own purposes to find out whether
he made money or lost money-—to put on his books what he paid for
this thing. So there it is then, $4,320 and zero cents,

Now, you people take those last two items off for your purposes and
all we say is put them back for Lalance-of-trade purposes so we will
know whether we have a favorable or unfavorable balance. Why
can’t you give us that information? You take it out. Why not just
put it back on and tell us what it was?

Senator DirkseEN. Mr. Knowlton, there is only one thing we are
interested in. What do we pay for what we receive? What would we
got, for what we sell? That 1s the whole business, and that means
ever¥thing, every item, everg cost saving has got to be in the figures
and I do not believe we get figures like that.

I l;ldr.k Kn~owrroN. Senator Dirksen, if I could complete my statement
I think——
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. Senator DirkseN. You cen continue. . . S :
‘Mr. KnowrTon (continuing). I could describe the reliability of the
figures we have today; from & balance-of-payment standpcint they
are the best figures. . o

Senator WiLLiams. Before we leave that point, though, do you not
keep these two different items so that you could make them available?
. Mr, KnowrToNn. I would like to have Mr. Hendrick auswer any
questions on the details of Customs forms. .

- Senator WirLiams, How do you know what you take off if you do
not keep a record of it?

Mr. Henprick. Senator, my name is J. P. Hendrick, Deputy
Asstistant Secretary of the 'Ilreasury, having jurisdiction over Customs
matters. C

The invoice which Senator Long was telling us about is unusual in
that it includes figures on ocean freight and insurance. We have no
requirement in our invoice form to show those particular items, nor do
we have any requirement to show various other items which, if we
understand Senate Joint Resolution 115 correctly, would be required;
namely, inland freight, loading charges, commissions, and taxes.
All of those items as we understand it must be shown if one is to get the
calculations under the Brussels system. ‘ _

All our invoice form does is to ask for enough information so that we
can calculate the duty. Almost always the form is used to calculate
an ad valorem duty on export value. In general we ask for enough to
calculate that and nothing more.

- Sonator WirLrLiams, Well, then, there is a very simple solution.
Just put a couple or three more lines on your inquiry and then carry
the totals on your report.

Mr, Henprick, A very simple solution, Senator, excepting that we
calculate the cost of it to be very substantial to our Customs personnel.
Looking back over the years I am sure you will remember the Randall
Commission—back in 1953, I believe it was. When we got the com-
ments. that were made to the Randall Commission on International
Trade, there was only one thingiuovex body agreed to and that was
Customs simplification. Everything should be simplified.

Ever since then we have been trying to sim?ﬁfy our Customs forms.
Adding two or three more lines to the invoice form, of course, would be
a complication. You will say not a substantial complication. Wesa
it would be costly but whether it is worthwhile—Mr. Knowlton,
beliove, would like the opportunity to show whether this additional
information is worthwhile. Quite obviously if it is needed, well, the
additional expenditure should be made. A

The CHairMAN. Well, now, look. We want to know what our
balance of trade is, what our balance of payments is, and what these
policies you fellows have been recommending may be doing to our
domestic economy. We want the figures on it.

You come down here and say you cannot give them tous. And then
you say that you are saving 2 percent by not knowing what you are
doing. My reaction is, well, let us pay the other 2 percent and find
out what you are doing. That is basically the thing we are talking
about here. You tell me we have a favorable balance of trade hut you
leave out the items of ocean insurance and freight. You do not know
whether we have a favorable balance or not.

Mr. Knowrron. I would like to move on to that point specifically.
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Senator Wirrrams. Every time we ask for additional:information,
an extra line or two, we are told that it costs an extra million or two.
When we passed the Customs Simplification” Act which eliminated
some of the lines you came back next year and asked for more money.
If you take a line off you ask for more money just as when you put
one on.

Now, if it costs so much extra to add these extra two or three
questions, will you furnish a list of your appropriations for the last
10 years and show us where {211 have reduced your appropriations
when we have simplified it? My experience has been every time we
simplified it we had higher costs. Whichever way we go we still get
less information éach year.

(Pursuant to the above discussion the following information was
submitted by the Bureau of Customs:)

TREASURY DEPARTMENT, BUREAU oF CusToMs, SAVINGS ATTRIBUTABLE TO
CusToMs SIMPLIFICATION

The simplification of customs procedures and the many steps taken to increase
effectiveness and efficiency of customs in the last decade have been reflected by
customs ability to cope with an ever-increasing workload rather than by reduced
appropriations.

ustoms costs of operation (appropriated funds) have risen from $44.0 million
for 1956 to $84.3 million for 1966. This increase, however, largely reflects
statutory pay increases. (More than 95 percent of all customs expenses are for
personal services and directly related expenses.) Customs employment during
this period rose by less than 12 percent. During the same period, however,
customs workload as measured by many varying criteria, increased from between
49 percent to more than 88 percent, For exami)le, in 1956 there were 1.1 million
formal import merchandise entries filed, as against more than 2 million in 1966.
In 1956 customs cleared 138.9 million people entering the United States as against
192.0 million people in 1966. In 1956 customs collected less than $1 billion as
against $2.5 billions in 1966. During this eleven year3 customs emplovment
(other than reimbursable employment) rose only from 7,266 to 8,091 employees.

Attached is a chart covering the &rears 1956 through 1966 showing customs
costs of operations (appropriated funds), total customs collections, the number of
customs employees, the number of entries of merchandise and the number of
vehicles, aircraft and persons cleared by customs.

There is also attached a graph covering the years 1955 to 1965 showing the
relationship between customs workload and customs manpower.

Customs costs of operation, collections, workload, and manpbwer, Siscal years 1966-66

1056 1957 1958 1959 1960 1061
Cost of operation.| $44,044,770] $44,224,739] $49,003,201] $52, 472,936 $54,227,481] 859,779, 062
Collections... .... $683, 172, 412{81, 059, 208, 252;$1, 121, 966, 901($1, 303, 685, 1661$1, 519, 602 683 81, 423, 046, 252
Entriesfiled...... 1, 068, 975 1,116,211 1,178, 271 1,312, 279 1,476, 094 1,398,123
Vehiclesarriving.. 35,927,774 38,200,342] 39,090,893 40, 645, 531 43, 242, 767 44, 820, 269 -
Alreraft arriving. . 129, 931 145, 07: 161, 921 169, 621 167, 029 162, 046
Personsarriving..| 128,912 827] 132,321,187 137,673, 041| 144,033, 444] 149,642,007] 157, 266, 765
Employees........ 7,266 7,175 7,187 , 119 7,213 , 328
1962 1963 1964 1965 1966
Cost of operaticn...... $63, 253, 828 $07, 869, 973 $72, 472, 145 $78, 759, 912 $384, 273,117
Collectlons. ........... $1,623, 620,223 | 81,721, 509, 768 | $1,813,193,137 | $2, 001, 543, 526 | $2, 473,616,824
Entriesfiled.___...... 1, 547, 940 1, 629, 311 1,714,169 1, 830, 588 2,010, 549
YVehiclesarriving...... 45, N00. 534 47,537,017 50, 583, 664 53, 468, 758 57, 020, 738
Afreraftarriving....... 164, 4C8 179, 838 192, 060 210, 226 237,678
Personsarriving....... 167, 702, 671 164, 108, 527 174, 260, 417 181, 184, 104 192, 031, 846
Employees............ 7,637 7,768 7, 702 7,939 8,001
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KEY CUSTOMS WORKLOAD AND MANPOWER
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Senator DirksEN. In that connection let me ask, how much would
it cost and what would be the labor involved in making a pilot project
out of just one country, just one?

Mr, Henbrick. How much would it cost to add this information?

Senator DIrksEN. Yes. Would that be an awesome burden?

Mr. Henprick. Well, as Mr. Knowlton has testified, our figure is
1 to 1.5 million per year for this.
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Senator DirkseEN. For one country?

Mr. HEnprick. For this additional information.

Senator WiLLiams. That is for all the countries.

Mr. Henprick. For all the countries, :

Senator DirkseEN, I am asking about one country. Let us take
Japan, for example. 4

fr. HEnDRICK. I would have to figure that out, Senator Dirksen,
and my facility for makinf rapid calculations is very poor. We could
submit that for the record if gou would like.

Senator DirksEN. Just offhand, out of a long background.

Mr. Henbprick., What we would have to do would be to take world
trade exports to the United States, find out what proportion of that is
represented by Japan, and then we would take that fraction and apply
it to the figure of 1 or 1.5 million. ‘

The CuairMAN. Well, can you give us a guess as to what percentage
of our trade is with Japan?

Mr. Henbrick. Well, Senator, it would be so much easier if we
were to submit this for the record. My guess might be completely
wrong. , ,

The CuairMaN. But you are up here as an expert on international
trade. Do you not have some vague idea as to what percentage of
our trade is with Japan? o . '

. Mr. KnowrToN. Yes, I can give you those exact figures.
The CrairmaN. We do not need it exactly, just guess at'it. You
are an expert in that field. _ o

Mr. KNnowrToN, In 1965 our total exports to all areas were.$26.3

',ll))i_lllli_on excluding military items. Our exports to Japan were $2.1
illion. . = . : .

Senator DirksEN. How much?

The CHAIRMAN. $2.1 billion. . ,

. Mr. KnowrToN. Imports were $21.5 billion on the same basis, to
the world, and our imports from Japan were $2.4 billion.

- The CHarMAN. It would seem to me that it would not cost much
to do what Senator Dirksen is talking about. . 4

Mr. Knowrron. I would like to continue to get to the basic point
‘which I think is the purpose of spénding this money and what you
get out of it and what you think you get out of it. =

Senator DirkxseN. Before you do, let me ask one question. Is it
an impossible burden to set up a pilot project for one country and
to get the information that this committee wants? ' .

Mr. Henprick. Of course it is not an impossible burden. Nothing
is impossible, Senator, and I understand that the Department of
‘Commerce witness is going to give you some information in vegard
to a pilot project already undertaken on that. I do not have the
details on it myself, sir.

~ The CuairmMaN. Here is a letter from Mr. Raymond Bowman,
Assistant Director for Statistical Standards, Executive Office of the
President, Bureau of the Budget, Washington, D.C., February 1,
1962. He says:

There is something to be said for each of these two methods of values. As ex-~

plained more fully below, C.L.F. valuation is the more appropriate measure of
imports in relation to domestic economy—
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which is something we are very interested in. He goes on to say:

FOB valuation may be more appropriate in other contexts, particularly when
the emphasis is on international payments. Ideally statistical system should
produce both. : .

Now, that is what the Bureau of the Budget says—that’s the Presi-
dent talking. ‘ ,

Senator ﬁ'ILLIAms. In line with those figures you gave about’the
imports and exports, the imports as I gather it are dollar purchases,
is that correct? '

Mr. KnowrToN. That is the dollar value f.0.b.

Senator WirrLiams. Dollar value. Imports representing dollars.

Mr. KNnowrLToN. Imports from Japan.

Senator Wirriams. On the exports, do those figures represent dol-
lar sales alone or do they include charitable gifts under CARE or
some other aid program where we sell for soft currencies? Are they
all included as exports based on dollars of what they cost or on what
we actually receive back into this country? s

Mr. KnowrToN. These exports—the only items excluded from the
export figures I gave you are military sales. It would include Public
Law 480. It would include exgort,s made under our AID program.

Senator WiLrtamMs. Do you have a breakdown of those exports
which show the extent of our exports for dollar sales? Under Public
Law 480, we cannot get paid for those which are sold for soft cur-
rencies. We do not get those currencies back. You know that.
Do we have that breakdown?

Mr. KnowrroN., We do have breakdowns but we do not have them
in a great deal of detail.

Senator WiLLiams. That gets back again to this confusing picture.
You point out that our exports are in excess of our imports—some of
those statistics give us a favorable balance of trade except for the
fact that we are giving our goods away. And that is a misleading
figure. You will admit that, will you not?

Mr. KnowrToN. As I say, we do have that breakdown, and in the
Survey of Current Business the figure is given.

Senator Wirriams. Well, that is what I asked you. You do have a
breakdown.

Mr, KnowrroN. Yes, sir. _

Senator WiLLiams. Will you furnish that breakdown for the record
at this point?

Mr. KnowLTON. Yes. _ : .

Senator WiLLianms. Showing the actual dollar sales as represented
by the exports. And exclude the gifts and the various soft currency
sales, or separate them. ‘

Mr. Knowrron. I would be happy to submit whatever breakdown
we do have for the record. I do not have the specific figures with me
at the moment.

(Tl&e) following information was subsequently submitted for the
record: ’
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U.S. exports
{Millions of dollars)

1st
1960 1061 1062 | 1063 1064 1985 qtigxmser

Commerefal 6xports.. .. .. .......o........ 17,591 | 17,745 § 18,271 | 10,350 | 22,496 | 23,508 7,033
Exports financed by U.8, Government 1...{ 1,808 | 2,200 | 2,333 | 2,721 | 2,801 2,768 760

Total 3o 19,489 | 10,054 | 20,604 | 22,071 | 25,207 | 28,276 6,273

;nl;(ngelt' farm products di{sposal program, Forelgn Assistant Act and related programs and Export-Import

et
 Excludes exports under wilitary grants.
8ource: Burvey of Current Business, June 1966,

Mr. KnowrLToN, To continue this very briefly on the Customs
asBects of this, I just want to point out that in the past year Customs
collections have been rising at a rate of 20 percent whereas personnel
increases have been less than 2 percent.

And finally it must be remembered that many Customs border
stations are in such deplorable condition that they scarcely do credit
to the United States.

In a situation such as this, it would be serious, indeed, if the
Bureau of Custons were required to absorb with its present appropria-
tion important, new statistical reporting burdens such as those
contemplated in Senate Joint Resolution 115.

"I would also like to point out that the same administrative and cost
%roblems with respect to collecting the data required by Senate Joint

esolution 115 would apply to S. 3522. This bill would, among
other things, require the Secretary of Agriculture to report to Congress
on the quantity and value of imports and exports for each major
agricultural commodity as well as on the costs attributable to trans-
portation, insurance and handling of such commodities.

Now, I would like to turn to the balance-of-payments aspects of
the problem.

With respect to the use of c.i.f. statistics in connection with the
balance of payments, I would like to point out that ¢.i.f. figures give
& distorted and confusing picture.

The U.S. import statistics used for balance-of-payments purposes are
compiled from copies of the custom entries. In these entries over 90
percent of our imports are valued on either an f.0.b. factory or f.o.b.
port basis in the country of exportation. Thus, as indicated earlier,
the statistics include neither freight, nor insurance payments to
Americans or foreigners. .

It is true many other countries collect import data on a c.i.f. basis.
Whether a country collects its data on an f.0.b. or c.i.f. basis is not a
matter of balance-of-payments policy, but rather the result of long-
standing practice with respect to the method of valuing goods for the
imposition of customs tariffs. I believe that one of the principal
reasons for the U.S. adoption of the f.0.b. system was that the c.i.f.
basis would have resulterf in a large variation in the duties payable at
‘various ports because of the large differences in transport costs from
foreign ports to widely separated U.S. ports. o
. Thero has been wide international recognition that f.0.b. valuation
is the most useful approach for balance-of-payments analysis purposes.
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The International Monetary Fund deems it desirable for countries
valuing imports on a c.i.f. basis to adjust their merchandise trade data,
to exclude the value of freight and insurance in preparing their annual
statistical submissions to the Fund. The IMF Balance of Payments
Manual (p. 41) states that—

Both exports and imﬁorté should be entered at transaction values at & uniform
boundary, namely, at the customs frontier of the exporting country (f.0.b.)

There are several reasons why we believe f.0.b. data is preferable
for balance-of-payments purposes:

1. First, U.S. exports, like those of other countries, are calculated
on an f.o.b. basis. If c.i.f. import statistics are compared with f.0.b.
export statistics, the resulting figures are asymmetrical. This is
because the c.i.f. import figures include freight and insurance pay-
ments while the f.0.b. export figure does not include such payments.
The trade balance computed on this asymmetrical basis would always.
show a smaller surplus or a larger deficit than if calculated on t!Ze
present basis, '

We could, of course, make a new reporting system more symmetrical
by, ealculating both imports and exports on a c.i.f. basis. The result.
would be a merger of tge merchandise trade account with the freight
and insurance account both on the export and import side. This is.
clearly less itseful analytically in determining the respective competi-
tiveness of our goods and transportation facilities than a system—such
as the present one—which permits the two accounts to be examined
separately. '

2. Second, imports calculated on a c.i.f. basis would include both
payments by U.S. residents to foreign transportation and insurance.
firms, and to U.S. transportation and insurance firms. Payments to-
éhe latter, of course, are not foreign exchange costs to the United

tates, - .

Senator DirgseN., Well, now, Mr. Knowlton, I was not interested.
in the balance of payments as it relates to what we are trying to find
out. I thought g made it abundantly clear and I thought this.
resolution makes it clear that our interest is in the trade balances..
We wanted to know whether accurate data goes out to the country,
to the manufacturers, to the importers, and, of course, to the exporters.
Are we topside or are we not? That does not involve the question
of balance of payments at all. I am thinking in terms of c¢.i.f. versus.
f.o.b. and the comparability of these two systems from our standpoint.
And I have a sneaking suspicion, without having fully run it down,
that where surpluses have been reported in our balance of trade, not
our balance of payments, that when you put this all together, and
you include these costs, like insurance and freight, and so forth, that
maybe you will wind up with something less than a favorable balance.
In fact, you will wind up with an unfavorable balance.

Now, 1f that wevre the case, then, of course, it is a misleading figure
and it does mislead:the people of this country. But I just kept out
the balance of payments and I thought we were holding this within
a narrow- channel, namely, the balance of trade. )

- Now, you are devoting a great deal of your statement to this question
of balance of payments. It is important, of course, but for my

urposes it is not. I was thinking merely of the kind of trade balance

guves which are uttered by departments of the Government and go-.
out and on which the business fraternity of the country relies.
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Mr. KnowrTon. Senator Dirksen, I would like to make several
comments. First, I would like to have the Commerce people who are
here comment on the trade aspects of this, and I really would like
to comment on the balance-of-payments aspects, which are what I
am concerned with at the Treasury.

Second, I should point out that the present statistics that are
available do give us data on transportation payments, both U.S.
payments to foreign carriers and payments by foreigners to U.S.
carriers, That information is available in a separate account.

Third, this resolution as worded says that the Secretary of Com-
merce shall include in all the reports of important statistics published
by him the cost, insurance, and freight val)ues of articles on board as
reported by the Secretary of the Treasury. Among the import
statistics reported by the Secretary of Commerce are balance-of-
payments import statistics. So it seems to me as presently worded
these will get involved either inadvertently or advertently, if that
is the word, with our balance-of-payments statistics and that does
concern me a great deal because of-the factors which I am describing
in my statement.

Senator Dirksen. Well, what you are doing is involving yourself.
I did not involve you. I have seen it said time and time again both
in primt and orally, well, to be sure, we are behind the cight ball on
balance of payments. So what? We have got a huge favorable
trade balance.

Have we? That is the question I am interested in. Do we have
that favorable trade balance?

How are you going to prove it? You have to take comparability
as between these two systems to find out whether or not that is the
case. And that is the only thing I was looking for. .

Mr. KnowrToN. Well, I believe that the present system, which is a
symmetrical system, which takes the freight, and insurance statistics
out of both your imports and your exports, does give an accurate
apf)raisal of our trade position for balance-of-payments purposes. 1
believe it is the best possible, most accurate possible, picture of the
true situation.

Senator ANDERsON. Senator Dirksen, he suggests somebody else
could give the information. Do you want it now?

Senator DirkseN. No. I just want it sometime or other.

Senator ANpERsoN. I thought you may want to ask for it now.
Go ahead.

Senator DirkseN. These valuations are established at a foreign port
and then, of course, you have got to add to it before they are dockside
all the way by the American buyer and he will have transportation, he
will have insurance, he may have other items. Now, you have
managed somehow to get all transportation costs, internal costs like
those obtained in Germany, for example. I cannot see why this is
such a Herculean task in order to give us a truly comparable figure and
see where we are, not on our balance of payments but on our trade
balances.

Mr. KnowrToN. Well, as I said, I would like to have the Commerce
Department express themselves on the trade aspects of this. The
balance of payments, therefore, that creates

Senator ANDERs8ON. The question I raised, ‘“Are they supposed to
testify now?” I think Senator Dirksen is entitled to an answer to his
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question. Are these people in the room today who can testify to what
he wants? Do you understand what Senator Dirksen wants?

Mr. KNnowrroN. Yes.

Senator ANDERSON. Are the people here who can tell him?

b Mr. KnowLToN. Yes, I believe there are people here who can tell

im, :

- Senator ANDERSON. Somebody is bound

The CuairMaN. Well, we will wait on them.

Mr. KnowrTon. I thought they were going to testify after I was.

Senator ANDERSON. What are their names?

Mr. Knowrton. I am about through.

Senator ANDERSON. I beg your pardon?

Mr. Knowrron. I am almost through and then perhaps they can
comment on the trade aspects specifically.

The third point on the balance-of-payments aspects of this, the
merging of statistics on transportation and insurance services with
statistics on goods raises an additional problem of allocating imports
by country. Let us suppose, for example, that German goods are
shipped to the United States on a Norwegian freighter, and as a
result both Germany and Norway earn foreign exchange. Under
the present reporting system, Customs obtains the value of the goods
and, for balance-of-payments purposes, these can be identified as
German exports. Aggregate data on import freight charges are
gathered by the Department of Commerce from surveys of forei
shipping companies. Freight payments are allocated geographically
and separately on the basis of the nationalities of the shipping com-
panies in question. If, however, the entries for goods and transporta-
tion services are merged into one account, which is what the pro-
posed resolution recommends, it becomes impossible to tell from the
merged figure how much of the ¢.i.f. import value of a particular item
should be credited to Germauny and how much to Norway. If we
were to establish a system to enable us to make this allocation, we
would find that it is, in fact, the system we have today.

In this.connection, the report of the Review Committee for Balance
of Payments Statistics to the Bureau of the Budget (the so-called
Bernstein Committee) stated, in April 1965:

The preferred balance of payments practice is to distinguish the value of the
oods from the transportation and related costs of international shipment.
ccordingly, the procedure is to value goods at the border of the exporting country

and to include transportation and related shi {)ing costs incurred up to that

point. For overscas trade, the costs of ocean shipping are excluded and treated
separately in the transportation account.

The report further states:

In general, the Committee finds itself in accord with these basic definitions and
related conceptual principles as adopted and qualified by the Balance of Payments
Division in the Office of Business Economics, Department of Commerce, for
measuring the merchandise trade component of the balance of payments. These
concepts and principles follow closely these set forth for international reporting
by the IMF, which reflect in turn a high degree of consensus among experts.

In closing, let me say that figures are often only as good as their
readers. If there are—and I am inclined to believe there will be-—
many readers who are unaware of the fact that the proposed c.if.
import figures required bfr this resolution:

Are not comparable to our export figures;
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Include sums that are not payments to foreigners at all; and
If used in conjunction with available export figures will
understate the true U.S. trade surplus,

then, will these figures lead to greater understanding and less con-
fusion, or less understanding and more confusion about our true
balance-of-payments picture? I believe the latter is the more likely
result. This belief, coupled with the burdensome data-collection
difficulties described at the beginning of this statement, comprise the
bases for Treasury’s opposition to section 1 of Senate Joint Resolution
115.

On section 2 of Senate Joint Resolution 115, the Treasury Depart-
ment defers to the views of the Department of Commerce. Similarly,
except for our concern about the administrative burden of data collec-
tion, which I mentioned earlier, the Treasury Department defers to
the views of the Agriculture Department of S. 3522,

Senator Dirgs®EN. Well, now, Mr. Knowlton, I am so glad the
Treasury Department defers to the Commerce Department. Let meo
tell you what Mr. Giles, General Counsel for Commerce, on page 2 of
his report to the committee on this resolution said. I quote him:

The lack of com]l)lambilit 7 between the benefits of Senate Joint Resolution 115

and its cost 1s emphasized by the fact that it is possible through an independent
statistical estimating program to derive import statistics on a c.i.f. basis.

Then on the same page he says:

Various government agencies regularly issue trade reports that reflect in large
measure the export information required by this section of the resolution.

Then finally he says:

C.if. estimates at the summary level could be derived from present f.o.b.
values by the use of appropriate factors devcloped statistically. Thus, the 1J.N.
recommendation for c.i.f. values to improve international comparability could be
met, without a costly and burdensome effort that would be imposed on importers
and the government by the requirement of Senate Joint Resolution 115.

If that is true, why have you not been up here before, long before?
If it can be done and done cheaper, and you do not have the burden
of this resolution on you, why has it not been here? 1 was not
interested in the balance of payments as such for this purpose. I
wanted to see what the trade balances were because if there is some-
thing wrong with them, that becomes a challenge for every business-
man in the country to see what we do about it and get on

Mr. KnowrToN., The reason I have not been up here, Senator
Dirksen, is that I think these statistics would be misleading from the
balance-of-payments standpoint.

Senator DirksEn. That is not what Mr. Giles said and you said the
Treasury defers to the Commerce counsel.

Mr. KnowrToNn. On section 2.

Senator DirkseEN. And he is the General Counsel down there.

Mr, KnowrToN. Section 2 of your resolution.

Senator DirksEN. You %et me all bewildered. Well, you have
stated your indication and frankly it was not much of a case. So I
have nothing more to say except we are not getting what we want.

Senator Wirtrams. On what basis of statistics are our negotiators
in Geneva operating today as they sit down with Common Market
countties?

Mr. KnowrTON. Sorry. I did not hear your question.
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. Senator WiLLiams. What basis and what figures are our negotiators
in Geneva using when they sit down at the present trade negotiations?

Mr. KnowrToN. Well, the representative from Governor Herter's
office is here to testify this morning, and I think that that is & question
he might better answer than I.

Senator WiLLiams. Do you not know?

Mr. Knowrron. Yes, I do know.

Senator WiLLiams, What basis

Mr. Knowrron. I believe they use the f.o.b. figures, but adjust-
ments are made in the negotiations to come up with comparable rates
to those used by the EEC negotiations.

Senator WiLL1ams. They use the f.0.b. figures both as related to our
GXR/(I)rtS and also our imports, is that correct?

_Mr. Kxowrton. Those are the figures with which they start, but
differences in the reporting methods of the United States and the other
countries involved are taken into account by our negotiators in the
negotiations. I would rather have the representative of Governor
Herter’s office comment on the details of how this is worked out.

Scnator WirLtayms. Under the present system if we export $100
worth of merchandise f.o.b. here and there is a $10 transportation
charge, the Common Market countries figure that on the basis of
$110 imports, do they not?

Mr. Kxowrrox. Kor what purposes?

Senator WirLLiams. For balance-of-trade purposes.

Mr. KnxowrtoNn. For balance-of-trade purposes, I believe all or

virtually all of the Common Market countries calculate their imports
on a c.i.f. basis. ‘
- Senator WirLrams. And it would be the basis of $110. Now, if
you use the same fipure,—they ship a hundred dollars worth of mer-
chandise over here, and it costs $10 transportation when it comes off
here; in this country we only count it $100, do we not?

Mr, Knowrron. That is right.

Senator WiLLiams. And that is where this difference arises.

Mr. KnowrTon. There is a difference, there is no question about it,
but as I said, I believe our trade negotiators take this difference into
account in their negotiations.

Senator WirrLiams. But in your reporting system you do not take
it into account as you report the statistics?

Mr. KnowrroN. That is right.

Senator WirLiams. Would it be too complicated if you did take it
into account and reported and gave us comparable figures?

Mr. KnowrTon. Well, I pointed out what some of the difficulties
would be from the customs standpoint, and I have attempted to point
out what some of the undesirable features of having these figures,
which are not comparable from the balance-of-payments standpoint,
would be to people trying (v analyze the balance of payments.

Senator WiLriams. Do [ interpret your statement to mean that
you like the system as it is and do not think it could be improved upon?

Mr. KnowLToN. From the balance-of-payments standpoint, that
is my view. That is the view of the International Monetary Fund.
It is the view of the Bernstein Committee which was set up to do an
exhaustive analysis of our statistics, and it is the view of most experts
on balance-of-payments statistics throughout the world.
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Senator WiLLtams. Is it also the view in relation to reporting the
balance of trade? You think it is a better—— .

Mr. KnowrroN. I have really no firm convictions on whether this
would be desirable or undesirable from the standpoint of our trade
statistics. :

Senator WiLLiams. At least we have one satisfaction; we have at
least somebody satisfied with the job as he is doing it, are you not?

Senator DirkseEn. Well, Mr. Knowlton, for purposes of the record,
let me make it as crystal clear as I can, not only for your henefit but
for the benefit of other witnesses, what this joint resolution seeks to do.
It says “to require that reports on imports into the United States in-
clude the landed value of articles imported, and for other purposes.”

I do not want to change the valuation system for duty purposes,
and I do not want to change the calculation system so far as balance
of payments is concerned. What I want is an honest expression of
what our trade balance is, and the only way we can get it is to get
the information that will show in reports on imports what the landed
value is.

Now, it is as clear as crystal. _

Mr. KnowrLtoN. Yes, sir. I understand what you do want, I
think my only point is that while that may be what you want, exist-
ence of these figures may lead to misinterpretation about our balance-
of-payments situation.

Senator DirxseEN. You see, we are going to be around the world
looking for trade and we have to know exactly what those trade
balances are. If we have a deficit balance as far as Japan is concerned,
with Germany, exactly where does it lie? And what do our enter-
prisers do in ovder to cure it? And if you have no figures that stand
up, obviously they will be working in the dark.

So quite aside from duty valuation and balance of payments, it is
the trade balance that I am interested in.
llWelll,l you have spoken your piece, and we thank you. If you are
throu

Mr.gKNOWUI‘ON. Yes. Thank you very much sir.

Senator DIRKSEN (presiding). \%ell, in the absence of anyane else,
we shall hear—did you have anything more to say, Mr. Hendrick?

Mr. Hexprick. Noj; thank you very much.

Senator DirkseEN. Well, Robert L. McNeill is here, Acting Assistant
Secretary of Commerce.

Is Mr. McNeill here?

Mr. McNeill, I have to absent myself & moment to go down to the
Judiciary Committee where another matter is pending. I will be
back. Meanwhile, I am sure Mr. Williams will take over here, and
I am sure will be very gentle with you, too.

Senator Wirniams (presiding). You may proceed.
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STATEMENT OF ROBERT L. McNEILL, DEPUTY ASSISTANT SECRE.
TARY FOR TRADE POLICY, DEPARTMENT OF COMMERCE;
ACCOMPANIED BY HARRY LAMAR, NIRECTOR, IMPORT 2OLICY
STAFF, BUREAU OF INTERNATIONAL COMMERCE; MAX LECH.
TER, CHIRF, MERCHANDISE TRADE SECTION, BALANCE-OF-
PAYMENTS DIVISION, OFFICE OF BUSINESS ECONOMICS,
DEPARTMENT OF COMMERCE; AND MISS FRANCES HALL,
DIRECTOR, INTERNATIONAL TRADE ANALYSIS DIVISION, BU.
REAU OF INTERNATIONAL COMMERCE, DEPARTMENT OF
COMMERCE

Mr. McNEiLL. I appreciate this opportunity to appear before your
committee to discuss Senate Joint Resolution 115. I have with me
Mr. Harry Lamar, Director of the Import Policy Staff, Department of
Commerce.

The joint resolution would require the Secretaries of the Treasury
and Commerce to include, in all re})orts on imports into the United
States, the c.i.f. or landed value of articles imported. In addition,
the resolution would require the Secretary of Commerce, in all reports
of U.S. exports, to identify those articles the production of which has
been subsidized by the Government of the United States or exported
under Government-financed programs. The requirements of Senate
Joint Resolution 115 are aimed at providing additional information
on both U.S. imports and exports, which presumably would be useful
in more accurately appraising the significance of foreign trade to the
U.S. economy.

Senate Joint Resolution 115 raises two basic issues concerning pres-
ent reports on the foreign trade of the United States.

The first issue concerns the lack of information in published import
gbatistics on the c.i.f. or landed value of imports entering the United

tates.

The second issue concerns the manner in which published export
statistics reflect the value of U.S. exports of articles which have been
subsidized or exported under U.S. Government-financed programs.

Both issues appear to be related to the possibility of overstatement
of the present export surplus in our balance of trade and the implica-
tions of such an overstatement for our present trade policy.

Present U.S. foreign trade statistics as compiled and published by
the Bureau of Census measure exactly what they are designed to
measure: the value and quantity of all foreign merchandise received
in the U.S. customs area and the value and quantity of all merchandise
shipped from the U.S. customs area except supplies destined for our
Armed Forces abroad for their own use.

It is difficult for the Department of Commerce not to favor any
proposals which provide more information and permit more meaningful
analyses of the impact of foreign trade on the U.S. economy. The
Department is of the opinion, however, that the information sought
in the resolution for the purposes of better analyzing the impact of
foreign trade is already available or could be developed by alternative,
means which would avoid the practical and somewhat burdensome
problems posed by the resolution.
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I should first like to discuss the desirability of publishing import
statistics on a c.i.f. basis, as would be required by section 1 of Senate
Joint Resolution 115.

The resolution recOﬁnizes that present reports on imports into the
United States show the value of articles imported in terms of their
foreigu value, referred to generally as f.o.b., whereas many other
important trading countries account for the value of imports in terms
of their landed value in those countries, referred to generally as c.i.f.
The need for reporting United States import statistics on the basis
of the c.i.f. value of imports—or their landed value—has been stressed
by those who believe that otr present trade statistics overstate the
U.S. balance of trade through the omission of the cost of freight and
insurance in reporting the value of imports.

There has been much discussion over the years on the preferable
method of valuing imports and, in particular, the preferable method of
valuing imports for duty purposes. Since 1832, U.S. import statistics
have reflected the f.0.b. value; that is, the value of the article free on
board—{.0.b.—in the foreign port of export. This f.0.b. value is re-
quired by law to be reported for ¢ustoms purposes, and thus, import
statistics are compiled from copies of customs entries and serve as the
official basis for the reporting of U.S. imports. Similarly, the import
statistics of other countries of the world also reflect their respective
customs valuation requirements. Thus, the difference between the
base of valuation reflected in the import statistics in the various coun-
tries simply reflects an historical development of different valuation
bases required for customs purposes.

Senator WiLLtams. May I interrupt you just at that point?

Mr. McNEmLL. Yes, sir.

Senator WirLiams. I think that is part of the confusion. Now, in
this paragraph you indicate that historically the U.S. import statistics
have reflected the f.0.b. value, that is, the value of the article free on
board in the foreign port of export. And over on page 2, in the second
paragraph, you state that—

The present U.8. foreign trade statistics, as compiled and published by the Bureau

of Commerce, measure cxactly what they arc designed to measure, the value and
quantity of afl foreign merchandise received in the United States.

Now, you do not reflect the value as received. You put the value
as [.0.b. the foreign port, do you not?

Mr. McNEiLL. Yes, Senator. If I may, the balance-of-trade
statistics published by the Department of Commerce are for the
purpose of measuring the balance of trade in merchandise as between
ourselves and the rest of the world. Our balance-of-trade statistics
are not designed to measure the balance in services, such as ocean
freight and insurance; or in services, such as tourism. They are
designed very simply to measure, both in dollar terms and quantity
terms, the balance of trade in merchandise between ourselves and
the rest of the world.

Senator WiLriams. ¥ understand that, but your statement on page
2 is not exactly correct, as you report it. You do not report them
based on the value received in the United States. It is the value at
the export port—port of export.

Mr. McNEILL. pYes, sir. ‘That should perhaps be modified to say
the quantity and value of all forei%n merchandise, on an f.o.b. basis
abroad which is shipped to the U.S. customs area.

08-086—06——1
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Senator Wirriams. This is just typical of the way we ofttimes use
that phrase which creates this misunderstanding.

Mr. McNEwLL. Yes, sir. That should have %eon corrected. That
should have been expressed, I believe, the way I just corrected it.

Shall I continue?

Senator WiLLiams. Yes.

Mr. McNEILL. I would like to emphasize, therefore, that the present
method of reporting imports in no way constitutes an attempt to
misrepresent the value of U.S. imports as has been alleged. Both
f.o.b. and c.if. are perfectly valid bases for valuing and reporting
imports. Both have advantages and disadvantages in their use for
analyzing the effect of imports on the U.S. economy.

I would like to briefly discuss three broad areas in which import
statistics are used for such analytical purposes.

In balance-of-payments analysis, f.0.b. valuation is internationall
recognized as correct and c.i.f. countries must presently adjust ther
merchandise trade data to exclude the value of freight and msurance
in preparing their annual balance-of-payments statements and their
statistical submissions to the Internationel Monetary Fund. Tt
would Le highly inaccurate to include all puyments of ocean freight
and insurance charges in the balance of payments, because a part of
these services may be supplied by the importing country itself, and
to that extent such payments do not represent an international
financial transaction. Thus, the application of c.if. values to all
U.S. merchandise imports would overstate the magnitude of our
foreien payments. Under present U.S. balance-of-payments pro-
cedures, merchandise transactions and ocean freight services are
carried in separate accounts, with the latter item adjusted to exclude
freight payments to domestic carriers. This vrocedure, in addition,
provides for the correct country allocations of merchandise and freight
payments, respectively; recognizing that the country supplying the
merchandise is often not the same country that is supplying the
freicht—and insurance—services. :

Secondly, in brlance-of-trade analysis—the net balance between
U.S. mercﬂandise exports and imports—either c.i.f. or f.0.b. valuation
can be used. C.i.f. valuation might be considered preferable for this

urpose, because it values imports at the same point as that reflected
or exports—the ports and borders of the United States. However,
use of c.i.f. for balance-of-trade purposes involves the overvaluation of
paynients and misallocation by country cited in the balance-of-
Ea. ments discussion above. In any event, an important feature in

alance-of-trade analysis and the formulation of trade policy decisions
is in the measurement of changes in the movement of the balance over
a period of time. For this reason, the accuracy of import data, and the
consistency of their construction as a statistical series for comparable
meas wement of short- or long-term trends, appear far more important
than the particular basis of valuation, whether it be c.i.f. or f.0.b.

Thirdly, for commodity analysis of -the impact of imports on the
domestic economy, c.i.f. values might be considered preferable to
f.o.b., but would still understate the true price of an imported com-
modity in the internal U.S. market. The c.i.f. value, 1t should be
noted, excludes such cost factors as inland U.S. freight, agents’
commissions, and payment of U.S. tariffs.

If the purpose of foreign trade statistics is to provide a measurement,
of the value and quantity of merchandise moving into and out of the
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United States, it would appear that the collection or publication of
such statistics should not ll))e burdened by speical requirements to
serve particular analytical purposes. In fact, it appears that the
purpose of specific types of trade analyses would better be served by
special studies which would not duplicate the detailed collection and
publication of import statistics already required by our basic statutes.

A significant step in assuring clear authority for reporting of a well-
integrated U.S. trade statistical program was the enactment in 1962
by Congress of Public Law 87-826 (19 U.S.C. 301). This act freed
the planning and administration of the program from the then exist-
ing outdated, confusing, and sometimes conflicting legal provisions
which had grown up over a long period of years. It substituted a
delegation of authorlty to the Secretary of Commerce to enable him
to plan a meaningful statistical nrogram, both as to content and as to
data collection methods and reporting requirements, in full light of
changing statistical needs and changing business practices.

Senate Joint Resolution 115 wouFd require that particular types of
information must be collected, and would prescribe by law certain
features which must be incorporated in each report of import statis-
tics. Enactment of the resolution would therefore constitute, in part,
areturn to practices in effect prior to the enactment by the Congress in
1962 of Public Law 87-826. We believe it would unnecessarily re-
strict the flexibility of the Secretary in carrying out the responsibilities
placed upon him existing statutes in providing a meaningful, co-
ordinated statistical program.

Senator Wirriams. May I interrupt that at that point?

Mr, McNEILL., Yes, sir.

Senator WiLniams. Do I uanderstand you have been voicing an
objection to the compilation of these statistics as retiuested? .

i\/lr. McNELL. In the manner in which they would be required by
the resolution, the answer is ‘“Yes,” sir. We believe that the purpose
of the resolution, which is the acquiring of knowledge as to the adjust-
ments that insurance and freight would involve in the conduct of our
foreign trade, can better be accomplished without imposing the burden
on the Customs Bureau and the expense on the U.S. overnment,
including the Census Bureau, through a procedure of estimating, sir,
and we are in process of developing such estimates. I will talk later on
this if you would care.

Senator Wrurnrams. All right.

Mr. McNEiLL, The desirability of developing U.S. import statistics
on the basis of their landed value has several ramifications, one of which
this committee has already turned its attention to. I refer to the
study being conducted by the U.S. Tariff Commission on the U.S.
customs valuation laws and specifically on the question of the desira-
bility of the United States adopting the Brussels definition of value for
customs purposes.

The Bureau of the Census, the Tariff Commission, and the Bureau
of Customs are jointly participating in a study designcd to develop
estimated c.i.f. values for January—June 1966 imports, in terms of the
overall total and broad commodity groupings. This will permit
direct comparisons of c.i.f. values and foreign market f.0.b. values for
that perio_(}). The study is based on a sample of import transactions
drewn by the Bureau of the Census from its detail statistical records.
The c.i.f. values for the sample items will be obtained from Bureau of
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Customs records and from customs brokers. It is expected that the
study will be completed within the next two months. A similar study
will later be made for the period of July-December 1966, thereby pro-
viding estimated c.i.f. values for the entire year of 1966.

I have also been informed that the Bureau of the Census is now
tabulating the results of a c.i.f. value study made by the Tariff Com-
mission for a period edrlier than 1966.

It is believed that such an approach can provide sufficient detail
on the c.i.f. value of U.S. imports to satisfy the needs of market users
of such statistics. The Department has already indicated to the
committee some of tlie téchnical problems and the substantive burdens
that would be imposed on the Government and importers by the
resolution, :

The Department of Commerce will await with interest the results
of the Tariff Commission study respecting the desirability of shifting
to the Brussels definition of value for customs purposes. In the
meantime, the Department of Commerce feels that the need for infor-
mation on the value of imports on the c.i.f. basis could accurately
and more simply be met by the type of estimating procedures that
the Tariff Commission, in cooperation with the Bureau of Census
and the Bureau of Customs, is using and which should be available
in the next few months.

Senator WiLLiams. Now, before you approach the second part of
this my attention has been called to a statement here in the Inter-
national Commerce under date of May 16, and it is entitled ‘“Come
Out in the Open—Quote C.I.F. Prices.”

And it—I will put all this article in the record but it goes on and
points out the difference in the c.i.f. and f.o.b. prices and urges that
they all be on one basis and at the bottom it says:

f%ﬁ}; the Commerce Department field office and they will explain the advantages
of this.

(The article referred to follows:)

[(From the Department of Commerce weekly publication ‘“Internatfonal Commerce,” May 16, 1966]
CoumE Ovut 1v THE OPEN—QUuoTte C.1.F. Prices

If you want to offer merchandise to one of the advertisers in these pages tell
him what it will cost him delivered to a port in his own country, before he pays
the import duty imposed by his own country. Don’t make him guess.

You can figure the inland insurance and freight to shipside to be added to your
f.o.b. factory cost far more accurately than he can. You know how far you are
from the port and by what means and routing you will get the goods to the dock.
He can only guess—and foreign businessmen are as reluctant to guess their way
through a deal as you ate.

But don’t stop at the dock. Figure in the marine insurance and ocean freight
to the buyer’s port, beeause if you leave that part to him the chances are both the
insurance and shipping business will be lost to American firms and the return lost
to the U.S. balance of payments.

An f.0.b. price is a puzzle.

A o.if. price is & liard fact on which a buyer can act.

Ask the Commerce Department Field Office.

Mr. McNewL. Sir, if I may refer to the International Commerce
notice that you liave just referred to, this is a notice to businessmen
telling them that if they want to submit a bid to a prospective foreign
customer, that what is of interest to that prospective foreign customer
is the price that he is %oing to have to pay. This price will include
not only the f.o.b. value at the United States but all other cost
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factors, of course, that will enter into the hoped for transaction.
The notice simply says that as a businessman, in conducting your
business, you might want to quote all the cost factors that are known
to you and that enter into your competitive ability to win the bid.
The notice, sir, does not refer to the subject or the particular ques-
tion that this joint resolution addresses itself to.

Senator WiLniams. Perhaps not, but-it emphasizes the importance
to the businessman to have all these known factors at his disposal
when he purchases.

Mr. McNEILL. Yes, sir.  There is no doubt about that.

Senator WiLLiams. Now, would it not be equally important for
businessmen here and the Department of Commerce to have the
same information?

Mr. McNELL. Sir, I think I have said in my statement, at least
once and perhaps more than once, that c.i.f. as a valuation method
has a lot of things going for it. It has a lot of advantages as well as
disadvantages, as does the f.0.b. basis.

We believe that the procedure that I have just been describing,
which is to arrive at c.i.f. equivalents through a scientific procedure
of estimation, provide for the user, the domestic user, the necessary
information. go I do not quarrel, sir, with the objective. It is just
the means by which the objective is to be accomplished.

Senator WiLriams. Do you think that the present method of
reporting where we use f.o.b. on our exports and where we do not
include the freight when we are computing our imports, do you think
that is an accurate method? .

Mr. McNEiLL. 1 think it is completely accurate, sir. It measures
the f.0.b. values.

Senator WiLLiams, Do you think it is misleading when you put
the two together?

Mr. McNEeiLL. I beg your pardon?

Senator WiLLIAMS. W%en you report on one basis on your imports
and use another basis on your exports, do you think it 1s misleading
as to the true state of our trade?

Mr. McNEILL. Sir, our exports are valued on exactly the same
basis as our imports. So there is complete comparability and com-
plete symmetry. I think this is & sound and logical way to compile
the export and import statistics of the U.S. Government.

Senator WiLLiams. And you would object to any change in the
reporting system, is that correct?

Mr. McNEILL. Sir, the ‘reportin% system takes fully into account the
objectives of this particular resolution which is to have published
along with merchandise import statistics what some service charges
might be, which would be the insurance and freight charge. The
insurance and freight charges are already reported in the balance of
payments, but not in the balance of trade. But the figures are readily
available. We are saying here that through a procedure of estimation,
a scientific procedure of estimation being conducted by three highly
qualified agencies, the Tariff Commission, Bureau of the Census,
and Bureau of Customs, that we will to our satisfaction, and I think
to the satisfaction of the committee, be able to derive very accurately
statistical information as to the insurance and freight transactions
and that these transactions can be made available to the public in
publications of the Department of Commerce and other departinents
of the Government. .
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Senator WiLLiams. You said can be. Have they been heretofore?

Mr. McNEiLL.: In balance. of trade statistics they have ..ot, sir,
because we have not yet finished our estimating procedure. We
exi)ect‘ that this will be done, as I indicated in 2 months, and that we
will be in a position shortly to make available to the public information
as to c.i.f. values of imported products that ‘can be compared to the
f.o.b. values of those same imported products, not on.a statistical
position by a statistical position basis but on a general category basis.

Senator WirLLiams. Then I gather you are conceding the fact
that the present method of reporting has not been completely factual

Mr. McNEemwL. ‘No,sir. T am not conceding any such thing. I am
simply saying in respect to measuring the foreign trade of the United
States the system ‘that we currently %mve is accurate. There has de-
veloped, as expressed in .the-sense of Congress resolution that: is before
us, an interest by certain domestic users for additional statistical in-
formation. We as the Department of Commerce are here testifying
that since there now is a demand for the statistics, that we are de-
veloping and will be in a position shortly to provide those statistics.

I am not, sir, quarreling at all with the way we compile the figures
on our balance of trade. I think this is the only sound way to do it.

Do you want me-to continue with my statement? »

Senator WiLLiams. Yes.

Mr. McNEILL. Section 2 of Senate Joint Resolution 115 requires
that the reports on U.S. exports classify by quantity or value or both:
(1) shipments of articles the production of which has been subsidized
by. the U.S. Governmeént and (2) export shipments financed by the

.S. Government. These objectives present secrious difficulties of
definition and implementation. o C

However, assuming that suitable definitions for “Government sub-
sidized” or ‘“Government-financed’” exports were arrived at, there
are practical difficulties involved in attempting to identify such ship-
ments in the export statistics. An exception is Department of
Defense military grant-aid shipments which are presently being
tabulated separate%y direct from Department of Defense shipment
documents, and not from export declarations-(form 7525).

Appropriate Government agencies have participated on many oc-
casions in attempts to find a reliable method for identification of
nonmilitary Government-financed exports at time of shipment, but
no method for achieving this has yet been developed. - For the most
part, such shipments are made by private exporters and the nature of
many of the Government programs is such that at the time of export
vo determination has been made as to whether the transaction will or
will not be covered within the program. :

Senator WiLriams. Would you explain that point? I do not under-
stand. You are telling me that when a shipment leaves this country—
of grain, we will say—for X country, no one knows how that is going
to be paid for, ‘under what program?

Mr. MoNEeiL. If I may use your example, sir, suppose that you
have a silo, 50-percent occupied with grain produced under a Govern- -
ment price—sugport,_ program, and 50 percent of the silo occupied by

ain produced by persons not within the price-support program, and
if a broker transacts an export shi&ment and draws from that particu-
lar silo the necessary grain to fulfill the export shipment, would that
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broker have knowledge as to what portion of that export shipment
represented grain produced under a price-support program of the U.S.
Government and that produced not under a price-support program of
the U.S. Government? _ :

- If I may, sir, just give you another example, let us suppose that the
depletion allowance available to certain natural resource industries
should be deemed to be—to fall within the definition of this resolution
as 8 Government subsidy or what have you. Let us supposs that
from that petroleum, sir, is produced a series of petrochemical products
that are exported from the United Statees. How would the exporter,
even though heé be the petrochemical manufacturer, or if he be a simple
oxporter, have any knowledge as to whether or not the depletion
allow:{ance was utilized oy a particular oil-producing firm at a given
time - :
Senator Wirrrams. Depletion allowance has got nothing to do with
this wheat shipment right now. :

Myr. McNELL. I was giving you a second example, sir.

Senator Winriams, I know. Let us go back to the shipment of
wheat and stay with it.© You are loading this shipment of wheat on
the bcat in New York. Are you telling me that the man that is
exporting that wheat does not know under which program it is being
shipped, whether it is being sold under a program for dollars, or
whether it is being sold under a program for soft currencies or whether
it is an outright grant? - : :

Mr. McNEmL. If I may, Senator, my comments on grain were
initially directed to an entirely different question—the question as
to the identification of materials produced in this country—that is,
the knowledge as to whether particular fields fell under some govern-
mental subsidy. Your question is a different one. If grain is loaded
on a boat to go to the United Arab Republic, or to India, pursuant to
the Public Law 480 program of the U.S. Government, the question
is whether the exporter knows that this was a Public Law 480 ship-
ment. I think the answer to that is very clear; yes, of course, he
would know,

Senator Wirnrams. Certainly he would.

Mr. McNEiLL. Yes.

Senator WrLriams. And so would the Department of Commerce if
they wished to get that statistic, would they not? _

Mr. McNELL. The Department of Commerce has available to it
through the Department of Agriculture and other agencies information
as to the value of Public Law 480 shipments and other program
sh_ié)ments. : ‘

enator WiLrLiams. Now, in reporting the amount of our exports
on an annual basis which the previous witness gave is, that included
the dollar value of these shipments without regard as to whether they
were for dollar sales, grants or sold for soft _currencies, did they not?

Mr. McNEmLL. If I may, Senator, we publish an a%gre ate export
figure that gives the total dollar value of all the merchandise leaving
the United States. You had earlier asked, I believe, or some Senator
had asked, for a submission as to how we break that down into Public
Law 480 shipments? Government-credit shipments, and so forth.

In our regular reports by the Office of Business Economics and
other statistical reporting agencies of the U.S. Government we clearly
identify total U.S. Government-financed shipments by dollar value
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annually and quarterly. We give to the public, we give to all users -
of these statistics, exactly the measure as to the portion of total
American exports represented by Public Law 480, represented by
AID shipments, whether they be grant shipments, whether they be
AID-financed shipments, all of this information is presented honestly
and openly by the U.S. Government in its statistical reports, prin-
cipally those issued by the Department of Agriculture. Its foreign
agricultural trade publication periodically presente program-financing
of U.S. exports. : -

Senator WiLLiams. I want to congratulate you on such a fair report.

Now, will you give me the sumzaary of that report, the value of our
exports as they were given by the previous witness and also the value
of our exports on dollar.sales 'f)asis, in other words, the conplete break-
down both as to grants . _

Mr. McNELL. Surely. We will put it in the record if you so wish.

Senator WirLiams. Could you give it to me now?

Mr. McNEiLn. Orally, sir?

Senator Wirriams. Yes. They are so readily available it would be
easy-to put them in. They gave us the total value of all .exports last
year and since we -have such a ready .

Mr. McNEeLL. Yes, Senator, if you would like I would read from
the March 1966 issue-of the Survey of Current Business. There are
later.issues. T happen to have this one in my briefcase. If you would
like I could read all of the important information and I could read
all of the export information with its subbreakdowns. ,

Senator WiLLiams. No. 1 just wanted .the figures. What was
the total value. We will use first all inclusive value .of our-exports
last year or as-of .thah.rc;l{%olrt.

Mr. McNEL. The ire 1 believe that Assistant Secretary
Knowlten gave you for U.S. exports in, 1065 was $26 billion.

Senator Winniams. $26 billion. : -

Mr. McNEILL. $26.3 billion to be exact. That excluded military
grants and Defense Department shipments -under sales contracts
with foreign governments.

Senator WiLrLiams. Now, will you -give me a breakdown .of that
$26 billion. How much of it represented dollar sales?

Mr. McNeiLL. Sir, if you want the figure—the figure I believe
you want would exclude Public Law 480 kind of -transactions.

Senator WiLLiams., Well, without getting into identification of the
law because we have so many different programs—we may have a
Public Law 4000 someday. ,

Mr. McNExiLL. If you take out from that $26.3 billion figure I gave
you, Public Law 480 shipments, shipments financed by the Agency for

nternational Development, shipments pursuant to grants by the

Agency for International Development, and shipments from the
Uiite States shores that are financed by the Export-Import Bank—if
you X out all of these shipments you would come-out with a figure of
$23 billion—$23 billion, 508 million. ) )

Senator WirLriams, Now, those were sold for repayment in dollars.
Those were dollar sales, is that correct?

Mr. McNEmLL, Yes, that latter figure is a dollar sale figure.

Senator WiLLiams. That latter figure is a figure of our exports.based
on straight sales, no subsidy, no discount or anything?

Mr. McNEiLL. I beg your pardon? ,
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Senator WiLLiams. I say these are not subject to any grants.

Mr. McNELL. These are dollar sales. :

Senator WiLLiams. Soft currency sales are all eliminated.

- Mr. McNELL. That is correct.

Senator WirLLiaMs. And that would leave about $3 billion of such
grants and soft currencies and that includes our aid to India and all of
our foreign aid grants and sales?

Mr. McNELL. Yes, sir. It covers both U.S. Government grants
and loans made to foreign importers and governments, and those paid
to U.S. exporters in connection with program shipments to foreign
purchasers.

Now, I as an individual would think that the Eximbank should be
excluded because the Eximbank financing is repayable in dollars.

Senator WirLniams, How much is that?

Mr. LecHTER. Quite substantial. It would be perhaps a half
billion dollars of the $3 billion that has been excluded.

Mr. McNseiLL. Perhaps add a half billion to that $23.5 billion.
That is transactions—— :

Senator WiLriaMs. Do you not have a breakdown of the difference?
X Mr. McNELL. Not in this particular publication, but we certainly

ave it,

Senator WiLriams, I was just congratulating you on having such
a variety of figures.

Now, on this $3 billion, do you have—how much of that is repre-
sented by sales in soft currencies, how much is in grants, and as well
as the others? ‘

Mr. McNEemLL. You wanted, what, the agricultural-—the Public
Law 480 statistics? '

Senator WirLLiams. Not necessarily agriculture. I am just speak-
ing of dollar volume of exports now, whether it is agriculture or——

r. McNEnL. I thought we had been through that.

Senator WrLLiams. A little Metrecal in it. I am talking about our

ants, sales in soft currencies which are earmarked for expenditures
in those countries, and so forth, and then the amount financed by the
Export-Import Bank.

- Mr. McNEwLL. Sir, I am sorry. I had given you $26.3 billion
export figure. I had deducted from that the soft currencies trans-
actions as well as some hard currencies transactions of the Export-
Import Bank and AID to give you a $23.5 billion figure which is a
firm dollar figure, and which is about a half billion less than it should
be because the Eximbank should be taken into account. That
would be a half billion dollar add-on. What you would then have
left as Government-financed - exports would essentially be those
transactions pursuant to the AID: program— both grants and dollar
loans—and those that are repayable in local currencies.

~ You would again I think have to add on those transactions of AID
that are repayable in dollars. So I think in the soft currency sale
you would essentially be talking about Public Law 480 or the largest
single portion of the soft currency sale would be Public Law 480.

Senator WiLriams. How much was Public Law 4807

Mr. McNEiLL. One point—sorry. The chart I have before me is
for the fiscal year 1964, and the figure then was $1.5 billion. I believe
f)ha.t last fiscal year’s was $1.4 billion, Public Law 480. Excluding

arter.
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Senator WiLLiaMs. Excluding barter?

Mr. McNEILL. Yes. :

Miss HarLL. We get goods back for that. .

Senator WiLLiams. How much was the barter? They are included
in your statistics, are they not, in this $26 billion?

Miss HaLn, Yes, but they are paid for by an equal value of imports,

Senator WiLniams, I know they are balanced out, but let us be
realistic.c. 'We know that this barter, much. of it is & one-way street,
We are giving away commodities and accepting in repayment a com-
modity which we may never use and some of it has never been brought
in. What is the amount of the barter? :

Mr. McNEeiLL. I wonder if 1 may, those of us here do not have all
the statistical facts with us. I wonder if we could supply you with
exactlly the figures that you would like, either privately or for the
record, :

Senator WiLrLiams, The reason I was asking these questions is not
that it is so important to have them here. I am just asking them to
emphasize the fact that they are not available where we as- members
of the Congress can get them or where the business community can
fet, them and they are so hard-to dig out. You may have them in the
ibraries but it is impossible for us to get them and it would seem to me
that the base of this resolution is that this information should be
readily available. ‘ .

. Now, we mentioned the barter sales which are sizeable items but
those barter sales are not sales for dollars.: ' A

Mr. McNEILL. Sir, all of this information is available to the Senate
and House and available to any American citizen,

Senator WriLLiams. Sure it 1s, but to be frank with you, as one
member of the Senate, I have not sense enough to find it and.I cannot
find anybody in the Department that can show me where it is and
that is what I am tr¥ing to get. I think we should have a breakdown
and I hope—I will let you proceed but I will hope you will furnish
such a breakdown and itemize the breakdown so that we can see
these different categories that are used to make up this $26 billion
and then we can arrive at a figure, actual figures as to what we are
receiving in terms of sales for dollars. Now, I used to operate a little
business before I came down here and our sales for dollars are really
what keeps.the mill going around. . , C

Mr., McNELL. Yes, sir.  We will be delighted—— - . .

Senator WiLLiams. It is not what you give away. It is not the
value of your trade necessarily except as you can realize cash from
that trade. : o : o .

Mr. McNEILL, Yes, sir. - As I say, this information is published
regularly., It is available. We will be glad to provide you with
copies of the material. . : :

Senator WiLLiams. I appreciate your hel;l)—-if you can have some-
body do a little research work and dig that out of the available
statisiics for us. S -

Mr. McNEmL., We will, sir.

Senator WiLriams. Thank you.

(The information referred to follows:)
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U.8. exports by type of financing, 1964-66

[Millions of dollars)
1064 1065

Total U.S. exports of merchandiss. coeecaecioaoomceaacicacemccraccacancmacann- 26, 489 27,346
Military grant-ald. . oo iiiiieiiciciciiceccccmcmcanaanae 818 779
Exports, excluding military grant-ald...c.ccceoom oo oaioaaiiciccccaacrenaan- 25,6711 26, 567
Public Law 480 and AID, total. . .o cciaccaccccccccecnaan 2,859 2,641
Publio Law 480, total. ... ..o i cecicenereerac e aaecaae 1,747 1,503
Title I, sales for forelgn CUrTeNCY.eesnoencncccuaeeccmacoccoceen . 1,223 925
Title If, disaster relief. ....._... 116 94
Title lli, donations. ...ocoeoiiiamiaac e, 188 177
Tile LI, barter. ..o e caceaacacaeann- 123 182
Title IV, long-term supply and dollar credit sales..... ..o .. 09 125
AID expendlmr% for commodities inthe U.S. .. . .. i iieaea. 1,112 1,138
Exports, excluding military grant-ald, Public Law 48¢and AID................. 22,812 23,926
E E't’s?muxm it txﬁi‘lﬂk'ﬁnmﬁdﬁ?g%}i"ﬂ"'fﬁ "AID, and Export-Tmport_ 256 v

Exports, exclu ant- ublic Law ,an ort-Impor
Hank oo ng millialy grante? s s S, Pl 22se 23,553

Nore~The statistics shown above for Public Law 480 shipments and AID expenditures are drawn from
data collected by the Department of Agriculture and the Agency fer International Development for pro-
gram purposes, They donot, therefore, necessarily coinelde exactly in valuation, timing, and coverage with
the values for U.8. mérohandlse exports reported by the Bureau of the Census.

Sources: ¥T 000E, Tolal Export Trade, Buieau of the Census; Forelgn Agricullural Trade of the U.S,,
Fconomle Research Service U.8. Department of Agriculture; Operations Report, Agency for International,
Development; Office of Busfness Economics estimates. . .

Mr. McNEewL. If Government finuncing is subsequently arranged
for, it would be virtually impossible to associate this information
with the statistical record already processed for the transaction.
Identification of the type of financing does not normally. appear on
the invoices, or shipping documents which are the usual source of
information for filling out export declarations. ' R
. Grant-aid shipments under the Defense Department’s military
assistance program are currently shown, as an aggregate total, in
the monthly export statistics published by the Census Bureau. How-
ever, detailed data by commodity or country of these military ship-
ments are security classified and cannot be divulged. : ,

Separate supplementary statistics providing. information similar
to that required under section 2 of Senate Joint Resolution 115 are
presently being developed and published by Government units other
than the Census Bureau. It should be noted, however, that these
statistics are developed from fiscal expenditure reports and reports
of agencies’ operations of the export programs available only after
some timelag from the date of shipment, usually on a quarterly
basis, and not always in full commodity detail. sing sual source
material, the Department of Agriculture has, since 1957, prepared
and published information on (%ov,ernment, financing of agricultural
exports, and more recently on both agricultural and nonagricultural
exports. Agricultural exports are then further segmented to show
Government-financed shipments which are subsidized, and com-
mercial exports with and without subsidies.

AID makes similar information available. .

The Office of Business Economics, Department of Commerce, in
addition, regularly supplies data on total exports financed by Govern-
ment grants and credits. These are published with the balance-of-
%ayments quarterly statistics which appear in the Survey of Current

usiness in quarter-end months, ,
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United States export statistics are designed to measure the value
of all merchandise. leaving the United. States customs area. As is
indicated above, they are reported on a basis that accurately reflects
such movements. The categorizing of foreign trade on the basis of

overnment support, either with respect to export or import trade,
involves implicit assumptions as to the nature of the trade. Such
assumptions are better left to separate analytical reports in which the
nature of the trade can be explored in detail and the validity of the
imi)licit assumptions can be justified.

would conclude by again observing that the Department of Com-
merce favors the collection and publication of foreign trade statistics
which can be helpful in better analyzing the impact of foreign trade
on the U.S. economy. It is believed, however, that, to the extent
that the information sought by Senate Joint Resolution 115 is not
already available, more practicable and less burdensome means exist
for developing such information.

Thank you, sir.

Senator WiLriams. Thank you.

Just as & matter of understanding, we have over here before the
Senate for consideration now a measure which proposed that certain
agricultural commodities be sold for soft currencies. One suggestion
is over a 40-year period, deferred interest, and’ when they are repaid
in these currencies, it has to be spent in the country in which it is sold.
In effect, as both of us understand, it is a grant.

‘Now, how would they be included in the statistics under your pres-
ent method of reporting? I am not speaking of what you are going
to do later.

Mr. LecaTER. At the present time, sir, the figure that Mr. McNeill

quoted excluded that type of financing or aid. It reflected deductions
for that kind of a transaction and we have an idea, for example, in
1965, that about one and a half billion répresented the Public Lew
480-type assistance. Of that 1% we actually used $200 million for
our own purposes, so on a net basis we gave out $1}% billion under
Public Law 480. o : :
" Now, that $1% billion is excluded from the $23.5 billion that
Mr. McNeill quoted as exports excluding Government-financed-type
shipments. ¢ breakdown, in other words, that you are asking for,
we find we can roughly derive here in a later issue of the Survey of
Current Business, June 1966. For example, the Export-Import Bank
is a half billion dollars of the exclusion. i*‘oreign currency, mostly
Public Law 480, is about $1 billion of the exclusion. And then we have
other Public Law 480 assistance and the AID- program which make
up the balance of the exclusion. '

Senator WiLLiams, Thank you. That will be all right.

Now we will have to recess the hearings as I have a call to come to
the floor. |
- We will suspend. - Senator Dirksen will' be back in a few moments
and resume the hearings.

(Short recess taken.)

Senator DIRKSEN' (presiding). Mr. McNeill, did you finish with
your testimony?

‘Mr. McNELL. Yes, I did, Senator. Would you care, sir, for me
to briefly summarize what I said in the statement?

Senator DirkseN. Yes, I would.
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Mr. McNEiLL. What T said in a nutshell, Senator, was that both
¢if. and the f.o.b. are valid bases for valuation purposes. I said
that in respect to the c.i.f. valuation, we in the Department of Com-
merce have not had a demand for import statistics on the ¢.i.f. basis.

The introduction by yourself, sir, of Senate Joint Resolution 115
is an indication thut on the part of yourself and your colleagues in
the Senate, also perhaps in the House of Representatives, as well as
recent inquiries that the Department has received from a few inter-
ested private ft;erSons, that there now exists & demand for import
statistics to reflect the adjustments resulting from payment of insur-
ance and ocean freight. f note that the professional judgment. of the
Department of Commerce, a judgment that I believe to be shared by
professional people in the Customs Bureau, the Bureau of the Census,
Office of Business Economics, and Tariff Commission, is a judgment
that this information can be made available to the pubiic in & manner,
however, sir, different than the manner suggested in your resolution,
which would be a requirement that each commodity imported into
the United States should show, in addition to the f.o.b., the c.i.f.
adjustment,.

)I‘he agencies that I just referred to, princiFally the Tariff Commis-
sion, the Bureau of Customs, and Bureau of the Census, since there
is an apparent demand for c.if. information, started a project designed
to arrive at figures for the insurance and freight 'adjustment, utilizing
the professional methods of the statistician that we refer to as estima-
tion, or sampling. We dre sufficiently far ahead in this project, Sena-~
tor, that in Eerhaps 2 months we will be in a position to make available
for the public c.i.f. information for the first 6 months of 1966.

We will continue this project for the second 6 months of 1966, and
at the conclusion of this calendar year, or shortly thereafter," will
publish for the 2% years 'as well as the whole year what the c.i.f.
adjustments will be, ‘ ‘ ‘

e are satisfied, sir, that the process and procedure that we are
using will derive accurate information and that this would provide
the users of statistics with what we believe to be sufficiently adequate
and accurate information to accomplish the purpose of the resolution.

Senator Dirksin. Does that mean that you will publish both
f.0.b. and c.i.f. figures? ' R

Mr, M¢NemL., It will mean that, sir. It will not mean that for
.cach product or for each transaction into the United States, that is,
.each product imported into-the United States, we would have a c.i.f.
figure. It means that on a more general basis we will have c.i.f.
figures and they will be published. '

It would bo administratively difficult, as the Treasury representa-
tive earlier indic¢ated, if perhaps not impossible, to have a c.1.f. figure
for each product imported into the United States.

Senator DirkseN. Couldn’t it be done for at least one country?

Mr. McNEermL. If it could be done—it could be done for one
country, sir. It could be done for imports for all countries. :

fSent}{tor DirxseN. Thatis true, but I am thinking now of the volume
-of work. -

Mr. McNELL, Well, we will, sir, have our estimates which will
.cover general imports into the United States as well as some estimates
by geographic area also. I believe the Treasury representative testi-
fied that if you import steel rods from Germany and if those rods are



56 FOREIGN TRADE STATISTICS

transported on a NorWﬁian freighter and if the insurance on that
shl(s)ment is covered by Lloyd’s of London, that it would be incorrect
and inaccurate for that shipment to attribute the c.i.f. equivalent to
Germany. The value of the merchandise would be attributed to
Germany but not the value of the international ocean freight or of
the insurance. This would be a very difficult thing.

But we will have estimates and we think they wilf be sufficient and
accurate for the purposes.

Senator DirkseN. On the basis of the studies you have carried on
thus far, what is the factor or formula by which you would convert
f.0.b. into c.i.f.?

Mr. McNEemLL. If I understand the Senator’s question, if we added
insurance and freight, what percentage of value would that add to the
imported product?

I indicated it would be 2 months before we would be in & position to
publish that. We don’t have that final figure. However, I believe
the expert judgment on the basis of what has been accomplished to
date is that that figure might be somewhere in the neighborhood of
8 or 9 percent. .

Senator DirkseN. I was going to say if you use only three-digit
figures and skip around all over the trade area, I don’t know that that
would have too much significance.

Now, the Wall Street Journal for August 25 reported I think $25.5
billion of imports and about $28.9 billion for exports. So that there
was a trade balance of $3.35 billion. However, if we had that broken
down so that f.o.b. was converted into c.i.f. for one country which
included all transactions, that would be reasonably conclusive.

Mr. McNEILL., Sir, we believe that what we are doing will be con-
clusive without the necessity of taking the country sample as you sug-
gest, and each product included in the figure. : L

Senator DIRKSEN. Do you have any more?

Mr. McNELL. I think, sir, that, in substance, is a summary of
what I indicated. .° . .

I was asked several questions including the basic question that you
asked the first witness, Assistant Secretary Knowlton. The question,
I think, is: Is the current method of recording transactions in our balance
of trade accurate? That is, does it give an accurate indication of the
competitive position of the United States with its international trade?
Perhaps that is an inaccurate %araphrase of your question.

My answer to that was that the way that we keep our record on trade
account, that is, on our bhalance-of-trade account, is designed for one
purpose and only for one purpose and that is to meusuregby quantity
and by dollar value the balance of our exports and our imports, that is,
the balance of the merchandise transactions conducted by the United
States in international trade.

We attempt to do no more and no less than that. When you go
beyond the balance of trade and talk about services such as payment
for ocenn freight or insurance, you then enter the larger realm of
recordkeeping, the larger picture, the so-called balance of payments.
We do have an accurate record of balance-of-payments accounting of
insurance and freight expenditures. I recognize we are talking here
about an interest on the part of the Senate of the United States and
private citizens to. have the balance-of-trade record augmented by
also showing what the insurance and freight factor would show, and
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this I say is what we are proposing to do and are doing through our
estimating procedure.

Senator DirksEN. But if the })rices at port abroad don’t reflect all
the costs that had to be paid, then you still have a distorted figure.

Mr. McNELL. I beg your pardon, Senator.

Senator DirksEN. I say if you take landed value abroad and you
don’t include all the costs, you still have a distorted figure.

Mr. McNELL. Sir, the figure that we have in our exports is a

" figure that shows accurately the (1uantity, that is, in the case of steel,

" the nuraber of tons, and the dol

27

ar value of this number of tons of
steel before it is shipped abroad, that is, at the port. The figure that
we have in imports i1s the same figure representing the value of the
imported product f.o.b. You have a symmetry and you have com-
parability in our balance-of-trade accounting because we measure
similar things.

Senator DirksEN. Well, of course, that is the very thing I quarrel
about, is that it isn’t comparable and therefore

Mr. McNEeILL. It is comparable; sir.

Senator DIrksSEN. I doubt it.

Mr. McNEiLL. It is f.0.b. on one side and f.o.b. on the other side.

Senator DirkseN. If it is strictly f.o.b. on both sides, that is a
different thing, but that isn’t the frame in which we are operating.

Mr. McNEmL. Yes, it is, sir.  We value our exports on an f.0.b.
basis and we value our imports on an f.o0.b. basis.

Senator DirksEN. Mr. Vail points out that foreign countries value
both exports and imports from their shore. We, however, take c.i.f.
at a foreign port——

Mr. McNEL. Those countries——

Senator DIRKSEN (continuing). And f.o0.b. over here. .

Mr. McNEmL. Those countries that adhere to the Brussels Con-
vention on Valuation—and these countries I think constitute a
majority of certainly the industrial countries—I am not sure of the
less developed countries—value imports on the basis of c.i.f. We do
not. We vaiue them on the basis of f.0.b. But insofar as our records
are concerned expressing the value, we are completely consistent in
using the same factor on both the import and export side.

Senator DirkseN. Well, I go back——

Myr. McNEwL., The inconsisterncy, if there is one, is that some
countries -happen to use a different valuation base than we do but
insofar as the reportiug of our balance of trade is concerned, we
report the balance on merchandise account, not including other cost
(fiactor?i such as insurance or freight to which your resoluticn is ad-

ressed.

We do take these into account and report these, but not on our
balance of merchandise account, but in our balance-of-payments
accounting. :

Senator DirksEN. Mr. McNeill, I still go back to my elementary
thesis. What do we get for what we sell and what do we pay for
what we buy? With every factor taken into account. Unless that
is shown, obviously I don’t believe that you could show a trade balance
or that you can show comparability. [ don’t think you can show an
accurate figure to the country.

Mr. McNELL. Senator, I recognize that this is not the area of my
competence, if indeed I have any area of competence, but your simple
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question is the most basic question in respect of accounting, what we
pay for what we buy and what we get for what we sell. And this is
the balance-of-payments account. This takes into account not only
the trade account that we are talking about but all of the other
factors that bear on it.

Senator DirkseN. But I didn’t mention balance of payments,
I held this resolution strictly to this question of imports and I thought
I had made it clear when I recited the text and the title of it which did
not deal with the question of imports at all

Mr. McNELL. Well, sir ——

Senator DIRkSEN (continuing). Because it is & joint resolution to
require that reports on imports into the United States include the
landed value of articles imported, and for other purposes.

Now, that is very simply stated.

Mr. McNEiLL. We understand that, sir, and we understand your
desire for that information, and I had earlier indicated in my state-
ment and a summary of it to you that we indeed recognize the validit
of c.i.f. We have no quarrel in substance with the validity of c.il.
as a valuation base. And I indicated that we indeed intend to provide
that information and we expended considerable hours and dollars in
deriving the estimates that'soon will be published.

But again to come back to your question, your basic question, and
forgetting the other aspects of the balance of payments, and confiping
ourselves simply to the balance of trade area, our current systein re}Jorts
exactly what is our balance of trade. Trade in merchandise, not trade
in tourism or services or both.

Senator DIrRkSEN. I think, Mr. McNeill, -that is it.-- I would like
to call on Mr. Kaplowitz before that clock runs out.

Thank you, sir.

Mr. McNeill. Thank you, sir.

Senator DirkseEn. Mr. Kaplowitz, Wwe had you yesterday in execu-
tive session. We didn’t know that we would have you back quite so
soon.

STATEMENT OF PAUL.KAPLOWITZ, CHAIRMAN, U.S, TARIFF
COMMISSION; ACCOMPANIED BY JOHN HOWARD, CHIEF,
TECENICAL SERVICES

I 'I\(Jill‘.bKAPLOWITz. Glad to he back. T don’t know how much help
T will be.

Senator DirkseN. You have a rather .extended statement here
-with a lot of tables. Suppose we put this in its entirety in the record
and you just interpret your statement as briefly as possible, and I
presume you have listened to the discussion this morning and have a
pretty fair idea of what we have'been trying to contrive, what we are
trying to understand, and what we are trying to get done.

Mr. Karrowirz. Yes, Senator.

Senator DIrksEN. So if there is no objection, and I see nobody
around to object, we will put your statement in the record.

Mr. Karnowrrz. That will be the report of the Commission to the
Committee on Finance on Senate Joint Resolution 115.

To briefly summarize what the Commission report states: It points
out that the collection of import statistics by the United States as
well as by other countries is ordinarily made on the basis of the value
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used for the collection of ad valorem duties, that the U.S. valuation
laws define value on an f.o.b. basis and that the valuation laws of
most other countries on c.i.f. values of which the so-called Brussels
definition of the value is a prime example.

The report further points out that the adoption of the resolution
 without an accompanying corresponding change in our customs

valuation laws would impose a costly and burdensome task upon the
sdministrative agencies, that the Commission is in the midst of a
study of the U.S, customs valuation laws in response to a resolution
of this committee calling for a report by February 28,1967 which would
include “suggested recommendations for improvement of the customs
valuation laws of the United States,” and the Commission’s ‘“views
as to the feasibility and desirability of adopting the Brussels defini-
tion of value’’; and that in making its study the Commission would
give full consideration to the objectives of Senate Joint Resolution
115 and would formulate conclusions with regard thereto upon the
comﬁletvion of its study.

The Commission’s report also refers to work, Senator, in connection
with what has been transpiring for the last couple of years in gathering
c.i.f. information. In early 1964 the Commission’s staff began
assembling data for that year that would aid in making an estimate
of the cost of insurance and freight on products imported into the
United States. These data were needed to, (¢) aid in the Commis-
sion’s technical assistance to the Office of the Special Representative
on Trade Agreements Negotiations in Geneva; and (b) give the Com-
mission such information for use in investigations that the Commis-
sion would be making, and summaries of trade and tariff information
which are a compendia of data relating to individual commodities or
groups of commodities.

Specifically the Commission was seeking—if possible—to obtain a
factor which when added to statistics published by the Bureau of the
Census would give approximate c.i.f. value for imports. The Com-
mission could not cover all of the thousands of products and millions
of entries entered each year, but limited its research to a few important
products which were considered representative of total imports.

Progress has been slow primarily because of the difficulty of obtain-
ing the information anrd also because the burden of other mnore pressing
work has limited the amount of staff time that could be assigned,

In the study the Commission has had the cooperation of the Bureau
of Customs in making documents available and the expert advice
of appraisal officers and also the cooperation of the Bureau of the
Census in ‘tabulating the data collected. The data collected over the
past 2 years is now being assembled and will be ready in time to be of
use to the Commission in making a final report on valuation to the
Committee on Finance due next February. ' :

The Commission is continuing to co?l’ect information to further
improve the data available in charges for insurance and freight on
imported products. The Bureau of the Census is now doing a scien-
tific stratification of import statistics for the first 6 months of 1966 in
order to select representative samples of imports for this purpose.

The Commission will give technical assistance in obtaining the
necessary data from various ports of entry. This information for
1966 will materially add to the value of that already obtained by the
Commission.

68-666—686——5
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I have Mr. John Howard of the Commission’s staff who is Chief of
our technical services who is steeped in statistical lore and who can
further enlarge on the activities of the Commission in connection with
our c.i.f. work. What I am really saying here is that I believe that
the Finance Committee directive to the C%ommission to make a study
of the valuation laws and consider the appropriateness of adopting
the Brussels definition of value arose out of your resolution, Senator
Dirksen. I think it is related to it. And it is a very serious subject.
It isn’t something that you can come to conclusions about overnight,
We are making a study in depth and we hope to come out with some
answers, at least some suggestions as to what we might do.

If the adoption of the %russels definition of value is not found to
be desirable and the Congress decides not to adopt it, this does not,
mean that there is no need nevertheless for additional information of
the c.i.f. type. As a matter of fact, as our report points out, we, the
Tariff Commission, find uses for it and we would like to have it even
if no one else would.

Senator DirksEN. I think, though,. Mr. Kaplowitz, you probably
burdened your staff with supposed objectives that are not in the
resolution.

Now, at the bottom of page 1 of your statement, I think your first
item of objectives is correct where you say:

To provide U.S. import data which when compared with U.S. exports accn.
rately reflect the U.S. balance of trade.

That is the crux of the matter. But you see, No. 2 goes to the
international collection and publication of import trade data on a
uniforin basis. I would assume that is a natural consequence of what
you find in No. 1, and then speak about paving the way for the United
States to become ultimately a signatory to the Brussels Convention
on Customs Valuation. .

I don’t believe I said a thing about customs.
And No. 4:

To supply the best possible raw material for U.S. officials responsible for
assembling balance-of-payment data.

" Important_and urgent as the balance-of-payments problem is, I
made no such recital in the resolution.

No. 6:

To measure mors accurately the disparitics between U.S. duties and those
imposed elsewhere.

I didn’t cant to bother about the customs valuation, disparities in
duties. I just want to see a trade picture accurately set forth as
between our exports and our imports, to see whether we are topside
or whether we are not.

Now, No. 6:

To facilitate analysis of unit values of imports on a basis comparable with the
unit values of U.S, producers’ sales.

Well, I am not even sure that I know what that means. But what-
ever it means, it may be all right, but it is something that I wasn’t
particularly interested in. I might be, but I am still trying to get a
picture and just as simply as possible. . )

- .Now, on page 8 of your statement you say in the middle of the page:
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If the Committee should decide that it is desirable to obtain regularly data on
freight, insurance, or other charges to arrive at a “landed value” of imports—

And we are interested in that—

the Commission believes that o satisfactory and less expensive method could be
devised than that proposed by S.J. Res. 115.

Now, I queried the Secretary of Commerce on other occasions here
and I have queried Government witnesses and I would have to assume
that studies in this field have been taking place over a considerable

eriod of time. I am just wondering why no report has been made to us
if there is a simpler, less expensive way than is suggested in Senate
Joint Resolution 115. It certainly has not been sent to us. If it has,
it completely escaped me.

Now, do you have a report on that point that is current and ready
and could be subinitted to the committee? If you do, that is precisely
what we would iike.

Mr. KarrLowirz. No; Senator, we don’t have a report ready at this
time, but we 2xpect within the next few months to ﬂave completed a
sufficient part of the work to have the report, and If I may ask Mr.
Howard to remark on that——

Mr. Howarp. We are assembling the data we have collected over
the past 2 years, Senator. We hope to use it in our report to the com-
mittee on the valuation study and it will be a part of that report. I
am sure that some of it will be available for public release prior to the
submitting of that report, I would say some time in October or
November.

I do have with me preliminary data—worksheets—on various com-
modities that I will be glad to submit to your committee. They are
not final. They are subject to revision but certainly I will be glad
to submit them to your committee as work copies.

Senator DirksEN. (Rood. Can they be deciphered enough to your
particular interpretation——- '

Mr. Howarp. 1 think so.

Senator DirgsEN. Do you think that standing alone in the record
one could make heads or tails of them?

Mr. Howarp. I could make them—convert them to a form that
could be put in the record and I think could be understood by anyone,
yes, sir.

Senator DirksEN. Fine. Keep in mind the fact that when these
hearings are printed, there are others who will be examining them.

Mr, Howarp. I understand, sir, and I think we can convert these
to that basis.

Senator DirkseN. Fine. Well, the record is open for that purpose.
If there is nobody in this coramittee room to object, it shall go in.

(The data referred to above follows:)
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U.S. imports for éonsumplion in 1964: Value as reporled in official statistics and pre.
gminary estimates of c.i.f. value for selected TSUS ttems and paris

U.8, imports for con-
sumption Ratikr: of
ci.f.
T8US item or part Description value to
P P ) Reported | Estipiated | reported
value c.if1. value value
. 1,000d0llars) 1,000dollers] Percent
106.10-107.78 .« cceeecnanncanncen- Meats other than bird meat....... 407,350 492,488 120.9
8chedule 1-Pt. 9, Subgt. A... ] Ediblenuts.... ... ............. 72, 663 80, 874 11,3
Scheduls 1—Pt. 11, Bubpt. A...{ Cofles, tea, mate, and spices...... 1,268,342 | 1,334,206 105, 2
240.14-240.18. oo o e Plywood. ... . ... ..o i.o.... 121, 424 171,672 141.3
P52.85. . ceieiceecceccccaaeencaas Standard newsprint paper......... 762, 531 804, 456 106.9
Schedule 3—Pt. 3, Subpt. C....| Woven fabrics of wool....... .- 142, 291 145,300 101.9
47370 e eeeeccen e ceecceaee Titanluia dioxtde pigments 15,010 16, 451 100.6
Schedule 5—Pt. 3, Subpt. B..._| Qlassand gllm products (flat).. .. 55,935 , 136 123.8
Schedule 6—Pt. 2, Subpt. B.___| Iron orstee (pliatss, sheets, tubes, 789, 781 891, 663 1129
ars, rods, wire). .
857,20, . e eiereircarcemanaan—an- Miscellaneous metal articles not 20, 276 21,707 107.3
ooatteii or plated with preclous
retals,
660.44. - e ccacaaeaan Plston-type engines............... 22,021 24, 390 110.8
772 1. SO, Sewing ’;nuchtnes ................. 51, 783 53, 564 103.3
680.35. . o reremcearonnenaaann Ballbearings.....cceeomenaeoo.. 22, 23,032 102.0
Schedule 6—Pt. 8. .. .......... Electrltcal machinery and equip- 484, 747 517,710 106.8
ment.
692.05-602.1 ... Motog vohicles excluding motor- 611, 494 674,478 110.3
- ' cycles.
Schedule 7—Pt. 2, S8ubpt. F_... Ph?ltographic equipment and sup- 96, 208 09, 287 103.2
plies. ’

B:uiv.0: Repotted value, offiefal statistics of U.8. Department of Commerce; estimated value, based on
preliminary data eollected by the U.8, Tariff Comxnisslqn.

Mr. Kaprowitz. I might point out that attached to our réport on
Senate Joint Resolution 115 are some tables dealing with the steel
sector products that indicate the kind of statistical information that
we would ‘be able to get in other sectors, ,

Senator DirkseN. Well, these don’t-quite jibe. Let me find page 6.
You have a page 6, Mr. f{aplowitz, in annex 1, so you will have to
find it there, showing various products, especially steel sector prod-
udcets, value of U.S. imports as reported in official statistics and esti-
mated c.i.f. values, 1964-65, expressed in thousands of dollars. But I
notice down in your totals, stati:iical reported value for 1964, $744,000;
1965, $1,176,000. | .

Now, estimated c.i.f. value—now, I will just take the last one for
1965, $1,354,762. ‘

Now, there is a disparity of $150,000 in those two figures.  Now,
you tell me what that statistical reported value is compared with your
estimated c.i.f. value for the year 1965. _

Mr. Howarp. The first column you read, Ser.ator, the $1,176——

Senator DIRKSEN. Sorry, o | ‘

Mr. Howarp. The first column that you read renlly T guess is
$1,176 million, as reported by the Bureau of Census which was pri-
marily an f.o.b. value. '

Senator DirksEN. When you say primarily

Mr. Howarp. Well, again, with a few exceptions in the—-—

Senator DIRKSEN (continuing). Is it or isn’t it?

Mr. Howarp. Let us say it is.

Senator DIrRksEN. All right.

Mr. Howarp. The estimated ¢.i.f. value after adding insurance and
freight came out to $1,354 million. If you will notice at thegbottom
of the page, we converted that to a ratio which shows that the ratio
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of cif. to f.0.b. value is approximately 15 to 16 percent. In other
words, the figure that you asked someone a while ago on the total.
basis, when applied to steel—I think the answer then was 10 percent..
When applied to steel it's approximately 15 to 16 percent.

Senator DirksEN. Now, that weighted figure is in percentages.
. Mr. Howarp. Yes. - -

Senator DIrRkSEN. In other words, c.if. is more than 15 percent
over your f.o.b. figure. _

I\gr. Howarp. Yes, sir. Slightly over 15 percent greater than the
{o0.b. : .

Senator DIrRkSEN. That is exactly the point I have been trying to
get at for quite some time. ‘ , ‘

Mr. Howarp. Yes. We have only worked this out to a figure we
think is reliable on this one sector of steel. We are working on other
commodities to give you exactly the same information. '

Senator DirksEN. Now, this is one commodity but think of the
thousands of commodities and what will that picture look like when
you get up to $28 billion in exports and $25 billion in imports and you
say, well, look at us. How ducky thisis: $3.5 billion in trade balance
in our favor, And then we discover this, 15-percent disparity here.

Now, if we carry that to other commodities, what is that figure
going to look like that was published in the Wall Street Journal
on August 25?

Mr. Howarp. For some of the commodities that we will submit to
you, the figure is much less than 15 percent, sir. It will be nearer 3
or 4 percent.

Senator DIRKSEN. Are you sure it won’t be more in the case of
other commodities?

Mr. Howarp. Some of it may be more. This tends to be one of the
higher figures, sir.

enator DirkseN, Yes. But that is just the point I have been
trying to get at and have been fussing about for a long time, and when
you send these figures out to the country, well, it just buoys up
optimism and enthusiasm, what do we care about the balance of
payments? The balance of trade is in our favor. - :

uery—is it in our favor? That is what I want to know. And if
it isn’t, then we have got two headaches instead of one.

Mr. KarrowiTz. Well, Senator, isn’t the real issue raised by this
point what we mean by balance of trade? The Commerce Depart-
ment representative just a moment ago indicated that they thought
the pro?er way to arrive at the balance of trade is by considering the
value of the merchandise without the additional insurance and freight,
and so forth, the c.i.f. I understand your position to be that the
proper evaluation of our trade should be in terms of merchandise
plus the insurance and freight and the other charges, and I think this
is where there is an issue. Which posture is the correct one?

Senator DirksEN. Well, Mr. Kaplowitz, if they sell vs more than
they buy, then, of course, we owe them. fRight or wrong?

Mr. Karrowitz. If they sell us more than they buy?

Senator Dirrsen. Yes. If they sell us more than they buy from
us, and I am just taking the whole wide world, then we owe them,
don’t we? o

Mr. Karrowirz. Well, I mean, then you get into the area of-——

Senator DirgsEN. Oh, no.
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Mr. KarLowirz. On a8 merchandise basis—— . o
. Senator DirkseN. No. That is a very simple elementary question
in arithmetic. We don’t put any qualification in for the moment,
Let’s take a specific figure. We sell the world $25 billion worth of stuff
and we buy $28 billion, . Then we owe them $3 billion, don't we?
We owe somebody. I don’t know how we pay it, in scrip or gold or
shq}rb-term sucurities or what it may be, but we owe somebody, don’t
we’ : : :

Mr. Karrowirz. I would think so, but I am only the Chairman of
the Tariff Commission. This is really over my head.

(Laughter.) ; '

Senator DIrksEN. Now, I just want to reverse that a little bit,

We sell them $28 billion and we buy $25 billion so they oive us $3
billion. Now, that is - what we have been doing and that is what that
August 25 figure is, that everything is ducky. They owe us $3}4
billion or whatever the figure is. Well, do they? That is the point
I am trying to make. And when you resolve and rationalize that
figure and get all its components in order, is that the way it is? Be-
cause if that were the case, why should we have a balance-of-payments
problem, actually? But if it is the reverse, we will have a balance-
of-fmyments problem. It is inevitable.
I don’t think we can escape-it. Then for good measure I have got
to find out somewhere along the line what we do about all the gifts
and grants and free stuff. Here over on the Senate floor is a bill,
food for peace, $2,633 million and only 5 percent of it has to be peid
back to us in dollars. So we are oing to give it to them. In some
cases it will be on a loan basis. I don’t suppose the loans will be paid.
Most of it will be grants, but we are getting such a complicated trade
picture here, what with military items and free goods over and above
what our regular trading balance is, that it becomes rather confusins,
and frankly I don’t know that anyﬁod’y quite knows where we stand,
and I am trying to find out. ‘

‘Now, this is supplementary to the Saltonstall resolution-that this
‘committes passed quite some time ago. I have never in 33 years on
the Congress seen a complete balance sheet on the Government of the
United States. The contingent liabilities, the direct liabilities, every-
thing that goes with it.. I would be kind of curious to know just
where this Government stands. And so this is supplementary to it.
We are just trying to get some information and if we are busted, well,
maybe we ought to do something about it. We can’t EO to the Bank-
ruptcy Court under the 1890 statute as amended. That is one thing
for sure. We are going to have to work it out in a different fashion,

So everybody is mulling arovnd now holding their heads and we
don’t have a clear picture of what we are trying to do.

. Well, I don’t want to burden you with all this. We will let your
statement speak for itself and particvlarly that steel table on page 6
of annex 1. I think that is a very interesting table. Then if you
carry on any studies in this field, I hope on your own you will address
a letter to the distinguished chairman of this committee and tell him
that you have been making some real progress in this bewildering
Chinese jigsaw. puzzle, f.0.b. versus c.i.f., because it is going to have
to be straightened out sometime. |
é Mr. Kaprrowrrz. I will make better progress once I understand it,
enator. ' : :
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Senator DirksEN. Yes. If I can only understand it.

Now, unless you have something else, I was going to ask Mr.
Norwood next.

(Materinl submitted by the U.S. Tariff Commission follows:)

UniTED STATES TARIFF COMMISSION,
Washington, August 19, 1968.

MEMORANDUM TO CoMMITTEE ON FINANCE oN 8. J. REs. 115, 89ra CoNGRzss,
A Joint ResoLrurioN “To REQUIRE THAT REPORTS ON IMPORTS INTO THE
-UNITED STATES INCLUDE THE LANDED VALUE OF ARTICLES IMPORTED, AND
FOR OTHER PURPOSES" : ,

Section 1 of 8. J. Res. 115 would require that, in addition to the statistics now
ﬁublished, statistics on imports be collected and published on the basis of so-called
nded value.! Section 2 would require that U.S. export statistics identify total
exports and separately exports made under Government-financed programs as
well as exports of products whose production was subsidized by the Government.
The stated purpose of the proposed legislation is to obtain statistics which would
more accurately reflect the impact of imports on the U.S. economy and to provide
trade data more comparable with the trade data of the major trading partners of
the United States. ‘
¢ ﬁAs we understand it, the principal objectives of the resolution include the
ollowing: .
. 1, To provide U.S. import data which when compared with U.S. exports
accurately reflect the U.S. balance of trade.
2. To facilitate the international collection and publication of import trade
data on a uniform basis.
3. To pave the way for the United States to become ultimately a signatory
to the Brussels Convention on Customs Valuation.
. 4. To supply the best possible raw material for U.S. officials responsible
for assembling balance-of-payments data.
5. To measure more accurately the disparities between U.S. duties and
those imposed elsewhere.
6. To facilitate analysis of unit values of imports on a basis comparable
with the unit values of U.S. producers’ sales.

Import stalistics ’

As a matter of law, U.S. customs officers determine the value of imported
articles for customs purposes in accordance with section 402 or 402a of the Tariff
Act of 1930, as amended. 'liy virtue of joint action by the Treasury and Com-
merce Department and the Tariff Commission pursuant to section 484(c) of the
tariff act, customs officers also collect data on the value of U.S. imports for
statistical purposes on the basis of section 402 or 402a.2 Likewise, for statistical

urposes other countries %enerally use the same basis of valuation as is set forth
or customs purposes in their basic tariff law. With few exceptions, the United
States under sections 402 and 402a identifics the value of imported articles as
“export value'’, i.e., value in the country of exportation, whercas many countries,
including those that have adopted the “Brussels definition of value’’,? utilize as
the basis of valuation value in the country of importation. This difference in
the bascs of valuation is the major explanation for the lack of comparability in
import statistics. Further lack of comparability is occasioned by the variations
in vatue resulting from the divers valuation standards employed by the United
States and by certain other countries.

1Section 1(8) of the proposed resolution provides that the Secretary of the Treasury shallinclude in sll
reportsonimportsintothe United States‘‘the value of articlesimported on the basisofcost,insurance,and
freight values,representing theforeign value Eﬂusthe insuranceand shippingchargesincident tolandingthe
fmported articles at the Sort ofentry’. Section 1(b) would require the Secretary of Commerce to publish
the data as collected under section 1(a).

2 Tariff Schedules of the United States Annotated (1965), general statistical headnotes:

“1. Statistical Requirements for Imported Articles, Personsmaking customsentry or withdrawal of articles
imported into the customs territory of the United States shall complete the entry or withdrawal forms, as
pn}vlilded herein and in regulations issued pursuant to law, to provide for statistical purposes information
as follows:

L 2R 2N )

(1) the U.S. dollar value in accordance with the definition in Section 402 or 402a of the Tariff Act of
1930, as amended, for a1l merchsndise including that free of duty or dutiable at specific rates",

3 The Brussels definition of value §s the name propularly used to refer to the definition of value for customs
gurposes which s annexed to the Convention on Valuation of Goods for Customs Purposes, signed at

russels, Belgium, on December 15, 1650. ‘
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" .value'’;’ the recitals with respect to '

Although S.J.' Res. 115 does not"é.xglti‘cit? refer to ‘e “Brusscls detinition of
Janded value” togcthet with the. sapparent
definition. thereof in seetion 1(a) stronfiy suggest that tho nroponénts of the
resolution desire that, henceforth, U.8. jmport statistics with resnect to all US,
imports shall be collected and published (inter alia) on the basis tho Brussels
definition of ‘'valué 'or equivalent-basis.$ : -~ '/ . S :
-, At ‘this juncturey the Tariff 'Commission néither endorses nor rejects this .
objective or the other objectives previously mentioned. It will be reca'led that,
.in response to'd resolution of the Committee on Finance (February 9,-1966), the
-Commission is currently engagéd in a comprehensive study with a view. to making
«“suggestions. and  recommendations for- improvement:of the customs- valuation
lml:séddtb thgei Un?&;eq ;Sit.ates.“ tIon‘ t(:l::ni}ectggnﬁtherevaitg;.gh& &mmmignwigas a.lgo
asked to give i views as e fegsibility and desirak .of adopting the
“Brusséls definition of value.” =i i . At e A‘?v;.'-&zl ~‘;gff 8=
" Tn the course of its studies, and in the preparation ¢f its report to the Finance
i Comniittee in response to the -February resolution, the Coramission will give full

 gonsideération to -the aforementioned matters. Of necessily,  the - Commission

- must 'awalt: completion of its analysis' before it'can formulate its“conclusions on
{these important Issues. - We beliéve, nevertheless, that the following abservations,
“telating primarily to statistical considérations, will be helpful.”-~ - = -~ ° ~
v Statistical information  sHowing theé landed value of ‘U.8. imports would be
useful for g number of purposes. '~ Such information would aid in the computation
*of the shdtre of U.8. imports in domestic consumption; in some investigations con-
ducted by the Commission it has requeasted importers to auppll,v such data.
‘Statistical informatioh which would also aid in comparing U.S. trade with that
of its trading partners would oftén be helpful. In su plg‘ing technical assistance
“in the ¢urrent negotiations in Geneva, for cxample, the' Commission s preparing
comparable statistics on trade between this country: and-the EEC countries,

~ "This information s particularly important in‘ discussiOns"on,‘;hta_‘,—f‘;qm disparity”

issue raised by the Common Market negotiatora.:= i e - i 0w 0
- In 1964 the Commiission undertook a study to provide information oh the ¢ost of
,Irei'i?t and {nsurance in relation to the value of imports as hotv. showi in published
“statistics. - A prineipal purpode was to obtain data that would be helpful in the
“Kennedy-round’’ negotiations (specifically to provide statistics more comparable
rwith those of thé EEC). - Because of 4 special need in the tmde-asreement negotia-
tions, the Commission assembled sep&mtely‘t{lérdata obtained. in its study of
freight and {nsurance charges on iron and steel products. Such data, shown in

. Annex 1 of this report, supply an example of the type of information being obtained
‘by the Commmission, Sh 4 a

own nlso in Annex 2 18 a comparison of the .oomgutcd
“ad valorem equivalents” of ourrent U.S. rates of duty on iron hnd steel produots,

. based on f,0.b, and ¢.1f. values for imports. . ' ) L ,
"~ Recently, the Commission and the Bureau of the Census have collaborated to
- develop data on freifht and insurance costs that would supplement the detailed-

commodity information collected by the Commission. ~As now planned, {nforms-

: tion from these studies will be.available by October or November. '
"b}?ﬁed on the Bruss ! .

*the compllation of balance-of-trade and balance-of-payments statistics, we defer
_to the authorities responsible for such compilations. ., We, are not unmindful,

. however, thgt'reﬁardless of which of the two approaches 18 chosen for the colleo-
‘tion and for pub

For a judginent at this timo respecting thé type of im rt‘data‘-"(ﬁe. v nether
j‘ihg Brussels definition omalue or ,exgort valiie’eothat- I8 beat suited to

or publicatioh of import statistics, studied adjustments must, perforce,
be made to6 account for whether the relevant freight and insyrance payments were

madé to forefgn or domestic recipients. We are informed that( for the lpu‘rpoﬂﬂg,
t

of analysing international payments flows, the use of the f.a.8. (freight alung side)

: valuation method Is recommended by the International Monetary Fund. Ac-
. cordingly, the niethod currently used by the United States for valuing, imports
N %grears to us at this time to have some superiority over o0.i.f, valurtions for

- Administralive constderations :

»

ance-of-payments accounting.

trative aspects be given careful consideration.
_ Currently more than 3 million documents containing statistical information

' We suggest that in evaluating the pro?osedlegislétdon'the _follbwirig ‘adniix_ﬁs-

~ “on'imports are filed annually with the Bureau of Customs. . In making its study,
|| ———————————— o E R . ” . X . .
. o 4Wanote that %ho term “fore vaduo;é, a8 ugod {n meotion 1(a) of the proposed legislalgg‘ might Jead to

eonlﬁxuo'n or to nterpretation not intended by the drafter. This term, a3 now defined In section 4023 of the
tariff not, is one of the U.8. valuation standards which applies to & very small g&t of U.8. ﬂnpoxté. "
the Brussels definition of value {s desired it should be referred to in the resvlution. | -
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" the Commission has found that about, half of these documents de not contain the

, %Ilormation onhhi'ei ht arﬁ! lns\fxtream;e &hat‘the‘i{ni?lpog:d }: zslattgoni would requitr;.

. Moreqvey,: auch information often is,not ayailable-to. elther. the- rter. or his

‘ brokl?g;i e&, m%'iimd on all jmports mqu}é m;poseq spbstantial adéﬁggm burden
op the import trade. _ ) ¥ '

_ The imports of some important:products:(e.g:;' petroleum and iron ore) are
generally entered by large U:B.industrial-concerns: - SBhipmente of these products -
are often mads in company-owned (or leased) vessels which can and do carr
other cargo. .~ For such produets, customs doouments (or even shipping documents)

. contain ittle information that might be used to derlve a charge for freight and

* fnsurance. Those conducting; the Commission’s study have encountered con-
siderable difficulty in obtaining charges ‘‘representative’ of freight and insurance. .
costs for shipments, data not being available from Government sources.:  The

~ Commission believes the,dual reporting required by 8,J. Res. 115 wolld entail.

- effort approximately doyble that:now expended on collecting and publishing -
statistics on U.B.'imrorts T S A A PR

- As previosly ind c'abé'(‘); many’ coyntries ‘'use the Brussels' definition of value,

which in concept 'as well as in application includes charges in-addition to frei ht .

and insurance, which charges are not generally included i U.8. ‘‘export” value

. or other U.8. standards of valuatio For example, certain buying and selling
commissions .and' advertisipg~etponses are Usnadly included. The Commission

. does not presently havgitiformation with which {0 estjmate the anount of these

: ingidate whether, and. t6 what exten™U.S, trade data would
drability with the trade data of countrisg now employing the
6n of value if freight gpad insurance charges\were added to the

it is desiPable to obtain Mhgularly data on
: g ‘“landed value\ for imparts)
hethod could

PR £

\ariw

wuli< | Baghr &neltherzl
1835 ’éé:‘ﬁ?.f’;‘ﬁ‘é’ |
financed

<

y [EEERS I
i (CoL®).

‘ Py - L «";v « K ‘ v . :
’gdditionamould put & mater{ally increased burde)
whoseé produots are ‘exported. " It woyd also substantiall
the ‘Government in compiling. _-publishing . the data,
n believes that accurate infgeiation for Columng 2 and
‘4 above would be almoat:
of the Census that none of tho

ible to obtain. e are info by the Bureau
at now on the ocuments filed
with'the Gavérn : vt . S

increase the work!
Moreover, the Comm
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ANNEX 1

Steel sector products: Value of U.S. imports as reported in offictal stalistics and

eslimated c.1.f. values, 1964 and 1965

{In thousands of dollars)
- Statistical Estimated
T8US value (reported) oLl value
Iltsm Description
() ;
1064 1085 1064 1085
Iron or steel waste and scrap:
1607. 11 Not containing chromium, molybdenum, tunges [.ccccecoofeecccmccefocmmamcacfecmrannnns
. sten, or vanadium fn amounts speciﬁed in
headnote 4 of this subpart.
x607,12 Containing chromium, molybdenum, tungsten, |...cccocofecmcacnafeommmacaai]oamenaaa.,
or vanadium in amounts specified in headnote
Pigir O o part: Jegeleisen, all the foregoing
on, cast iron, and spjegeleisen, all the forego
in igs', blocks, fum s?and similar forins:
ig iron and cast iron: - -
607.15 * Not: contalning chromium, molybdenum, 31,549 38,423 42, 065 51,230
_tungsten, or vanadium in amounts speci- )
fled (n headnote 4 of this subpart.
607.18 Containing chrom{um, molybdenum, tung- 42 15 58 21
sten, or vanadium in amounts specified in
headnote 4 of this subpart, , ‘
8plegelelsen: : ‘
607. 20 Not contalning chromium, molybdenum, 37 36) 46 455
tungsten, or vanadium in amounts speci-
fled in headnote 4 ofthis subggrt.
607. 2t Contalning chromium, molybdenum, funge |- .ccoccocifaoccacaacdovammaice Jacmanacacs
sten, or vanadium in amounts specifled in
. headnote 4 of this subpart.
Sponge fron; iron or steel powers: . . - )
8ponge Iron, {ncluding powders thereof:
608, 02 ot contafning chromium, molybdenum, 726 1,863 864 2218
tungsten, or vanadium in amounts speci-
fied in headnote 4 of this subpart.
608, 04 Containjug chrom{um, molybdenum, tung- 72 1,762 858 1,958
sten, or vanadium {n amounts specl'ﬂed in
headnote 4 of this subpart.
Other powders: e
608. 05 Other than alloy iron or steel.....occeeee.... 610 835 666 898
Allog iron or steel: .
608. 08 tainless steel powders... eceeccaceecunn. . 20 4“4 21 43
608, 08 Other. ... cceceececcercecccacacanean 3 -4 43 5
608.10 | Grit and shot, including wire pellets, of iron or steel . 223 314 215 387
Inlgots, blooms, billets, slabs, and sheet bars, all the .
oregolng of iron or steel: ‘
Other than alloy iron or steel:
608.13 Valued not over 5 cents per pound.......... 22,223 13,108 80,150 17,780
608. 16 Valued over 5 cents per pound.............. 843 650 967 745
608, 18 Alloy Ironorsteel. ...oooocooencmomccnaaaeannn 13,460 21, 510 14,850 23,250
Forgings of {ron or steel, not machined, not tooled,
and not otherwiss processed after forging: .
608,25 Other than alloy fron or steel...... Ceramscomcamns 369 79 . 404 88
608.27 . Alloy iron orsfeel.....ccceucacecneeconcaaacnannn. 1,420 645 1,535 693
Bars of wrought iron: -
608. 30 " “Other than allof;owrought | 11) + PN n 81 76 87
608. 32 Alloy wrought fron . . ao oo ciacaccccca]oaenmccacefeennnnaa i caca e aneaa
BarsDol steel: . .
eformed concrete relnforeing bars:
' Other than alloy steel: .
608, 40 Valued not over § cents por pound...... 31,052 43,803 39, 301 53,088
603. 41 Valued over 5 conts per pound.......... 174 41 1 48
608. 42 VIR ITY) SRS PRIINN SN MUUIpU R Y. S
Other bars:
Other than alloy steel:
Not cold forined:
Not coated or plated with metal:
6U8. 48 Valued not over § cents per
pound. ..o eeeiaaes 25,394 37,973 31,080 46,470
608.46 Valued over 8 cents per pound.. 3,688 7,042 , 250 8,120
608. 48 Coated or plated with metal.....__. 641 007 725 1,027
608. 50 Cold formed . a.un e e ccaecaaccacaaannan 1,770 2,553 2,017
608. 52 Alloy steel. ... ....coceecucnceeccccacacancaans 8,004 13,459 9,340 13,978
Hollow drill steel:
Other than alloy steel:
608. 60 Valued not over 8 cents per pound.......... 7 4 8 +4
608.61 Valued over 8 cents per pound....o.oooo.... 930 1,081 1,035 1,140
608. 62 Aoy 860l cccnenneceececceccrcancaccceacenan 1,002 1,214 1,040 1,260
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Steel sector products: Value of U.S. imports as reporied in offictal stalistics and
estimated c.1.f. values, 1964 and 1966—Continued

{In thousands of dollars}
‘ Btatistical Estimated
TSUS value (reported) o.5.1. value
l{qeg: Description
1064 10685 1064 1985
‘Wire rods of iron or steel:
Other than alloy {ron or steel:
Not tempered, not treated, and not partly
608.70 e ot over 4 cent a 35,676 | 25,605 | 42,765 | - 30,060
ued not over 4 cents per pound...... y :
608.71 Valued over 4 cents per pound..... ... 42,408 83,000 49:360 96,'400
Tem treated, or partly manufactured:
608.73 alued not over 4 cents perpound...... 40 0 48 - 1n
608.756 Valued over 4 cents per pound.......... 2,702 5,050 3,075 85,7585
Alloy fron or steel:
608.76 Not tempered, 1ot treated, and not parily ’
manufactured. oo oocooccaiimeciacnaccaas 1,669 1,051 1,705 2,008
608.78 Tempered, treated, or partly manufactured. 5,870 7,902 6,095 8,205
Platesand sheets ohronorsteel, not cut, not pressed,
and not stamped to nonrectangular shape (except
as xgmvlded in item 609.17): :
ot coated or plated with metal and not clad:
Black plate:
608, 81 Corrugated or crimped 16 18 51
608, 82 o thOther .................................. 520 1,834 607 2,140
or: :
Not pickled and not cold rolled: o
ther than alloy fron or steel........ 84,001 | 109,003 08, 087 232,318
608.84 Alloy fronorsteel......._....... O 1,739 1,656 1,787 1,701
608.85 Pickled or cold rolled: . S .
608, 87 Other than alloy fron or steel........ 47,218 | 162,064 83,840 184,706
6083. 88 Alloy fronorsteel....ccooceeacaaaacn 18,40 243 18,892 26,943
608..90 [0 1V S, +3
Coated or plated with metal:
608. 92 Tin plate and tin coated sheets..............
608. 93 ’(I)‘glr]ne plate and terne coated steets..
er:
608. 95 Other than alloy iron or steel............
608, 96 Alloyfronorsteel... . coccrccaacaaanan
Strip, of fron or steel, not cut, not pressed and not
stamped to nonrectangular shape (except as pro-
vided in item 609.17): .
Other than alloy iron or steel: . ‘ '
600, 02 Not over 0.01 inch in thickness.............. 1, 546 1,84 1,509 1,888
609, 03 Over 0.01 but not over 0.03 inch in thickness.| - 5,251 5,834 5,707 6, 341
600. 04 Over 0.05inch in thickness. .. c.ccococaccaaas 2,348 2,001 2,898 3,688
Alloy {ron or steel:
609. 06 Not over 0.01 inch in thickness.............. 4,6271. 8,808 4,697 3,804
609, 07 . Over0.01 butnotover0.05inchinthickness.. 2,044 1 3,060 2,128 3,100
609. 08 Over 0.05inch in thickness. ... ... ........ . 442 607 462 636
Plates, sheats, and strip, all the foregoing, of iron or -
steel, cut, pressed, or stamped to nonrectangular
shape (except as provided in item 609.17): C o
Other than alloy fron or steel:
609. 12 Valued not over 8 cents per pound........ .. 200 208 245 342
609,13 Valued over 8 centsperpound........cceunn 630 430 735 485
609,15 Aoy Iron orsteel. .. .. cceeeeeacecceecocceeaacan 263 600 n 619
609,17 | Plates, sheets, and strip, all the foregoing, of iron or 307 364 820 380
steel, whether or not cut, pressed, or stamped to
nonrectangular shari»e if electrolytically coeted or
lated with basemetal other than tin,lead,orzinc.
Wire of iron or steel:
Flat wire:
Other than alloy iron or steel:
Not coated or plated with metal:
609, 20 Not over 0.011inch in thickness...... 828 1,410 850 1,457
609. 21 Orert%?l k!nch butnotover0.05inch | 2,420 2,975 2,835 3,105
n thickness. . -
609, 22 Over0.05inch in thickness.......... 219 199 229 - 208
Coated or plated with metal:
609,25 - Not over 0.01 in¢h in thickness...... 1 33 +11 7
600.26 Over 0.01 inch but not over 0.05 ‘ ,
{nchin thickness. . _...oceoceneoa. 1,200 1,851 1,405 1,462
600,27 Over 0.05 inch In thickness.......... 24 13 26 14
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.Steel seclor products; Valus of U.S. imports as réported in' official statislics and
eslimaled c.i.f. values, 1964 and 1906— Continued

(In thousands of dollars)’
Statistical Estimated
T8US |- Coe . value (reported) c.1.!. value
. Ixtqem . Description :
o, .
‘ cod : R 1064 1066 1964 - 1968
Wire of iron or steel—Continued
Flat wire—Continued .
llo#ron or steel:
o ot coated or plated with metal
- 609,30 . ‘  .Not over 0.01 inch in thickness....:.
+ 609.31 . . ‘Over 0.01 inch but not over 0.03
' fnch in thickness. ... ....i..._.....
- 600.32 | Over 0.05 inch In thickness.......... ’
. . - Coated or plated with metal:
609,33 Not over 0.01 inch in thickness...__.
609.36 Over 0.01 tnch but not over 0.05
inch {n thickness........... .-
609.37 .Over 0.0 lnch in thickness... .
Round wire:
Other than aloy fron or ateel: )
609. 40 Uunder 0.060 inch in diameter. ........... 16, 790 18,785 18,035 20,145
0.060 inch or more {in dlameter:
600, 41 Containing not over 0.25 percent by
’ . weight ofcarbon. . _............... 23,081 26,620 27,478 30, 538
600.43 Containing over 0.25 percent by .
weight ofcarbon. . ..........._.... 17,828 22,606 | 19,635 24,005
_600.45 OthAn lron otsteel,.-, ...................... A 6,950 9 752 7,187 10,085
er
. Other than alloy lron or steel:
. 609.70 Not coated or plated with metal........ 348 464 317 803
* 600.72 Coated or plated with metel............ 67 53 70 5
Allo lron or stee!. .
. 609.78 ted or plated with metal......... 42 49 4 52
609. 76 Coated or ’t)lated metal.....c.....feceeccecen]eacccacncemmonecce]incananen.
Angles, shapes, fons, all the foregoing, of Iron
or steel, hot rol)ed, forged, extruded, or drawn, or
cold lormed or cold fi nlshed, whether or not
drilled Ym or otherwise advanced; sheet
‘piling of Iron or steel:
Angles. shapes, and sections
Hot “ od or, gold loul;lmed and weighing
over 0, per
Not drlﬂ ot unched and not other.
609. 80 Olher than alloy lron and steel...... 01,748 | 182,558 | 108,810 154,320
609.82 y fron Or 8teel......cooeoaooaaal 70 71 73 it}
‘ Dtﬂlege,d punched, or otherwise ad-
600, 84 Other than alloy iron or steel........ 7,128 8,201 - 7,687 8, 860
©609. 86 > Aloy frohorsteel................... (43 28 73 46
Cold formed and weighing not over 0.29
pound per linear foot: . .
609. 88 Other than alloy fron or steel............ 13 11 © 14 12
*609. 90 Alloy fronorateel. .. ..o oooooiioiiifeeninaann. S +1
Bheet pllin <
600.96 | - Other ﬁmn alloy fron or steel........ eeeman .. 1,978 3,742 2,287 4,21
609, 98 Aloy tron or steel. . ...eeuoneuceenrcaeenneealoracecacacfocananaocleacenaiaa]omnanaans
Ra&se , Joint bars, and tio plates, all the foregoing of
s
Ralls :
810.20 Other than alloy steel..... eeeneecmesccecenan 1,04 1,880 1,207 2,184
~610.21 Alloysteel . ...oeeieanararciccacccncnnne- ; :
Joint bars and tie plates:
610.25 0 her thsn alloy steel..........
€10.26 {m ..................................
e Plpés and m and blanks therefor, all the foregoing
R of lmn (oxcept cast {ron) or steel:
Weld Iointed or seamed. with walls not thin.
ner than 0,085 inch, and of circular cross section: i
, Other than allo iron or steel: . ‘
© 610.30 ’ Under 0.25 Inch in outside diameter. . ... (1) ) U S, +1
610.31 . 0. 25 ﬁ;‘ o‘; ‘;noro but under 0378 inch in | 81 | 22 34 4
‘ - e diamet
610.32 ’ 0376 {nch or more in outside diameter..! 83,545 04,197 98, 780 108, 772
Allo{'I fron or steel:
610,35 nder 0.25 inch {n outside diameter..... 3 (0] +3 m
610, 36 0.28 inch or more but under 0.375 inch in b1 1 PO +20 1. ieaaaes
outside diameter y
610, 37 0.376 tnch or more in outside dlameter.. 208 47 214 . 450

1 Less than 500,
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Steel sector products: Value of U.S. imports as reporled in official slatistics and
estimated c.1.f. values, 1964 and 1966—Continued

(In @housands of dollars]
' Statistical Estimated
T8US value (reported) c.i.f, valye
. itb?m Description
o, . .
. 1064 1965 1964 1068
Plpeg and tubes and blanks—Contluued
Steel pipe conforming to the A.P.I. spect.
" fications for on well casing and steel pipés
and tubes of rectangular cross section
whether welded or seamless, having a wall
tmckness not less than 0.8 fnch:
‘ threaded and-not otherwise ad- .
610.30 Ve than alloy stee.............. | tow| aml a2mel s
610. 40 Alloystee) . .. ... oiiaiaaa.. 30 1 34 +
Threeded or otherwise advanced’ "
610. 42 Other than alloy ateel.......... eeeee] s 10,760 | 12,288 | 22,182 18,8684
610, 43 Alloy [ 170 S SRR 439 810 4 880
Sumb!e for use In the manufacture of
‘ - ball or roller bearings: -
. 610.45 Other than alloy iron or steel... 8 8| .. &8 ) 7
610. 46 Alloyfronorateel.............. . 067 21804 1, 2,210
Not suitable for use in the manufacture : : o
of hall or roller bearings: B .
Other than alloy iron or steel: o
610.48 Hollow DBrS.. e aeceiaceaaana N W] M . 27
610.49: Other..c.eeeeeieirancnnennnaica - 9,358 1 ‘11,641 10,427 12,975
Allofvliron or steel: : i . S
610, 81 ollowbars.....coceaeecaueen.. 538 704 73
810, 52 Other. ...cereieneacnennea- 4,764 7,588 4,011 7,828
. Pipe and tube ﬂmngs of irén or steel:
Cast-iron fittings, not malleable
. ) For cast-iron pi Co . . v
610.62 Castiron, other than alloy cast {ron..... 481 407 578 485
610.63 Alloy PYEI2 17 SOOI IR USRI SETTRROR FUREU .
: ot for cast-4iron - - - : .
610. 65 . Castiron other than alloy casthon ..... 288 448 338 523
610.60 ? [ X131 ()« PRIl NP, L 3 POSR +4
‘ Cast-fron fittings, malleable
ot advanced in condition by operations or
- proeeaaes m,xbuquent to the casting _
610. 70 Ca.st iron, other than alloy cast {ron..... 43 63 46 67
610. 71 AT 3 T AN SRR I IS I .
610.74 Advanoed in eondmon by operations or 1,081 1,477 1,141 1,560
: processes aubsequent to he castlng
610.80 omer'?i'mngs .................................. J 5838 6,386 5,910 6,822
- | Milllners® wire and other wire covered with Uextlla or
othar mateeial not whollﬁ of metal: '
642,96 Galvanized wire wholly of round iron or steet R (i /4 o 801 112 ans
wire measuring not over 0.20 inth and not : R
) u{}gg e;).0’!&5 inch in dlamete:. it covered with
642,97 Other. ... iioiiiiaeiaomcacccaeianaancnnn 170 128 177 133
Base metal folt (whether or not emboaeed, cat to ‘
shape. per orated,e&c coated, prlneed. oolored.
decorated, or bac with per or equival ent
backl ) not over 0 006 !nch thickness (exclud-
eoatlng or backing):
ked and not cut to shape;
x644. 22 Other ..................................... n 923 +11 C 43
Cut to sha , but not backed: ‘
x644.32 Other fofl . .. oo eeeeieeioneenzaan 1] @ ] m
Articles of. lron or steel, not coated or plated wlth :
précious metal: .
Cast-iron articles, not alloyed: ) : -
x657. 09 Not malleable... ... oie it i e el FORRTN PO E
x657, 10 )7 CYITEEN ) SRR ORI NN SR SR,
, Other ucles .
x857.20 (0131 S-SRI PRI AP PUSLIRAIP IR UMY FERI
Iron or ateel pipes or tubes prepared and coated or
ca¥ manner suitable for use s conduits { - ,
. for electri conductors, and fron or steel mtinzs,
- therefor: '~ * |
x688. 30 Pi . : 856 257
x688. 35 Fittin 73 127
To 870,643 | 1,354,762
(Overall ratio of atlmated l . to reported value .
welghted by trade: 1964, 6 ; 1065, 115.18.)
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ANNBX 2
SrEEL SECTOR PRODUCTS

Comparison of Ad Valorem Equivalents of United States Rates of Duty Based on
F.0.B. and C.L.F. Values for Imports

Ad valorem duties applicable to United States imports of steel sector products
are assessed principally on the “export’’ value of these products.! A few products
are subjeot to assessment of duty on the ‘foreign’’ value if this value is fourd to be
higher than the “export’’ value. These values are approximately comparable to
the commercial ‘“f.0.b.” value. The values reported in- United: Statés import
statistics are those upon which duty was assessed. . CL ‘

The ad valorem equivalents of - Upited -States import duties on steel sector
roducts calculated on the basis of values reported in official statistics are shown
n the attached table as ad valorem equivalents based on the value of imports

f.0.b, For comparison the corregponding ad valorem equivalents which would
result from the use of o.i.f. values for the assessment of duty are shown. The c.if.
‘equivalents have been calculated as follows: =~ - S p !

* "For each general class of steel sector products a representative sample of import
transactions through principal ports of entry was studied to obtain the commereial
¢.0.b. value of individual shipments, freight, insurance, and other importing costs
and the c.i.f. value of each shipment. = These data were obtained from commercial
invoices covering the transactions, from direct interviews with imgorters, and from
‘other sources. From the data, an average ratio of c.i.f. to f.0.b. value for each
class of product was derived. This ratio was used as an adjustment factor and
applied to the value reported in official statistics for each TSUS item to obtain an
estimated c.i.f. value of United States imports. - Aoctual duties collected on imports
in the TSUS item were then divided by the estimated o.i.f. value to obtain an ad

‘valorem equivalent of these duties based on the value of imports o.i.f,

"' STeEL SECTOR PRODUOTS )
Comparison of ad valorem equivalents of U.S. rales of duty based on f.0.b. and c.i.f.

values for imports

: ' . ‘ o . - Ad valorem equivalent

. . based on the value of
. .- 1064 imports
escr te of dut; —
. [tem  Description ; v Retlo oLt
v o ‘ Fob.| CLL | tofo.b.
o ad valorem
o equivalent
o "Iron or steel Waste and scrap:! | Percent
Ex-607.11 Not containing chromium, molyb- | 37.5¢centsperton..] 1.2 0.9 75.0

denum, tungsten, or vanadium in
?ﬁsoun%s pgﬁ%lﬁed in headnote 4 of ‘
su .

Ex-607.12 Contalaiug chromium, molybdénum, | 37.5 cents per ton 58.4 5258 90.0

. tungsten, or vanadium in amounts plus additional o

’ sperglﬂed in headnote 4 of this sub- dutles.

art,

Pt{glro% cast fron, and splegeléisen; all the
0 oing in pigs, blocks, lumps, and
su‘;ﬁar forms: B . .

. Pig fron and cast iron: ) - . ‘

607.156 Not_containing chromjum, mo- | 20'cents per ton.... 4] . .8 o . 6.0

dvbdenum‘, tungsten, or vana-
fum in smounts specified in : i

headnote 4 of this subpart.

607.18 Containln% chromfum, molyb« | 66.25centsperton | -~ 8.7 4.0 0.2
denum, tungsten, or vanadium plus additional
: in amounts speciﬂed in head- dutfes,
Sotegele i‘g;xote 4 of this subpart. .

cloisen:

607.20 poxgilot containing chromium, molyb- | 75 cents per ton... 1.0 .8 80.0
denum, tungsten, or vanadium in .
amounfs spoclﬂed in headnote 4 of )
this subpart. o 1

607.21 Containing chromium, molybdenum, | 75 cent;(l)er ton 1,0 .9 90.0
tungsten, or vanadium in amounts glxuﬁes ditlonal | - .

specified in headnote 4 of this sub-

e

" See footnotes at end of table, p. £0. S . oo
. 19Export” value and “{orelgn’ value are defined in secs. 402 and 402(a) of the Tarlt Act of 1830,
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Comparison of ad valorem equivalents of U.S. rales of duty based on f.0.b. and c.if.
values for imporls—()ontinged ‘

Ad valorem equivalent

based on-the value of
1964 imports
Item Description Rate of duty ‘
. Ratio c.i.t,
F.ob.| CiL. | totob.
ad valorem
equivalent
Sponge iron; iron or steel powders:
Sponge firon, including powders
’ thereof: . ) Percent
608. 02 Not contalning chrorium, molyb- | 62.6 cents perton..| 0.6 0.5 ¢ 833
denum, tungstes, or vanadium
in amounts specified in bead-
' note 4 of this subpart. )
608. 04 Containing chromium, molyb- | 62.5 cents per ton 1.3 1.2 02.3
denum, tungsten, or vanadium plus additional’
fn smounts specified ih head. | -duties, - -
note 4 of this subpart.
Other powders: :
608. 05 Other than alloy iron or steel..... 0.3cent perpound.] .LO .9 90.0
'Allogvironorsteel:‘ ) R
608.08 | .. tainless steel powders....... 9.3 cent per pound. .4]. o04}] . 970
608, 08 (01317 S 19 p?rcent ad ‘19.0 16.7 ' 88.0
- valorem.
608.10 | Grit and shot, including wire pellets, of | 0.3 cent per pound. 4.8 3.9 81,2
iron or steel, o .
Ingots, blooms, billets, slabs, and sheet -
bars, all the foregoing of iron or steel: i
Other than alloy fron or steel: :
608,15 Valued not over § cents per pound. S.megcent ad . 8.8 6.3 74.1
- rem.
608. 16 Valued over § cents per pound...| 10.8 l’r_‘gent ad 10.5 9.1 86,7
walorém.
608.18 Alloyfronorsteel.....o.comereeaaa.. 145 ’)ereent ad 15.6 14.4 2.3
valorem plus
additionsl
Forgings of ir teel, not machined, | U™
'orgings of iron or steel, not mac :
not t,c}oledu,I and not otherwise processed ! .
after forging: : )
608,25 Other than alloy fron or steel......... 10.5 percentad 10,8 9.6 91.4
: orem,
608,27 Alloy {ron or steel...... eeccmeccmnaa. 14,5 percent ad 16.9 15.7 92.9
. valorem plus
: additional
‘ duties,
Bars of wrought iron: . .
608. 30 Other than alloy wrought fron........ 0.5centsperlb..... 3.8 3.3 94,3
608. 32 Alloy wroughtiron... ... .......... 0.5 cents per'lb. 7.0 6.6 94.3
] plus 4 percent
ad valorem plus
additional
duties.
Bars of steel: ) : )
Deformed concrete relnforcing bars: -
Other than alloy steel:
608. 40 Valued not over § centa per | 8.5 pérecat ad 8.5 6.9 81.2
pound. valorem,
608, 41 Valued over § cents per pound.| 12.5 percent ad -12.5] 112 89.6
: rem.
608, 42 PN 4 17) . 16.5 percent ad 116.5 14.8 89.7
- valorem plus
additional
duties,
Other bars;
‘Other than alloy steel:
Not cold formed:
Not oto?ted or plated with B
metal: :
608, 48 Valued not over 8§ | 7 percent ad 7.0 5.9 84.3
cents per pound. valorem,
608. 46 Valued over 5 cents | 10.5 percent ad 10.5 0.1 88,7
eger pound. ~__valorem.
608, 48 Coated or plated with | 0.1cent per pound 1.9| 10.5 88.2
metal. ‘ plus 10.5 per-
cent ad valorem,
608. 50 Cold formed...ceeeececaaen «-=| 0.0625 cent pér 11.4 10.0 8.7
c pound plus 10.5
percent ad
walorem,

Bee footnotes at end of table, p. 80,
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alues for imports—Continued

.

Ad valorem equfvalent
based on the value of
1064 imports
T Item Description Rate of duty
Rauo c. l L
F.o0.b.| C.Lt.
sd valorem
. equlivalent
' | Bara of steel—Contiaued )
. Other bars—Co 1tinued ’ Percent
608. 52 Loy steel.....vonvececnecccsca.| 148 t ad 17.7 17.0 9.0
valorem plus’
ddltloml
uties, .
Hollow drill steel: ‘
* Other than alloy stoel i
608. 60 Valuted not over 8 cents per pound. 0375 eegt 0 15.0 13. 4 0.3
plu
Boreant ad
valarem, .
608. 61 "Valued over § cents per pound.-.. 10.7 o“_eroent ad 10.7| 10.1 044
. , V! m.
608.62 |- . Alloy steel....... canebanacensmernnn .. 14 tad 15.2| 14.0 9.1
valorem plus
. , T additional
: dutles, .
Wire rods of fron or steel:
Other than alloy iron or steel:
Not tempered, not treated, and
-not partly manufsctured:
608.70 Val ueddﬁot over. 4 cents per | 0.1 eentd per 2.7 22 81.5
poun nd,
608.71 Va!uedourtcen!aper poand.| 0. oeng per - 5.1 4.4 8.3
o1 . pound, L.
Tem pered, treeted. or partly :
manufact;
608.78 Vm tqv_erieentsper ozeencper 5.3 4.3 82.4
508,78 Valued over 4 cents per pound. 0.&76 t per 6.5 5.7 87.7
' N G 1!‘0!1 or steel; . !
608.76 ot tOmpered. not t{eated, and oﬁboent per 7.6 .1 3.4
, -not pamy mm . pound plu"
: pércent
: valorem plus
. ) additional )
X dutfes. . .
. 608.78 'l‘empered,, t:eated, or: bartly 0.375 eent pér 43{ &0 05,2
b : ¢ . manufactured. ‘pound plus ¢ . -
: ' e percent ad val.
. , orem plus addi-
. . tional duties,
. | Plates and sheeta of iron or sl.e; not cut,
not prossed, gnd n?t 8 axtnped tg 1’13;1&
rectangular spe except as prov . .
.| initem 600.1
+ 11 Not coated or pmod with metal and
'; B o plate: 5
" 8 : .
608.81 | Co';rugated or cdmped ....... 10 pe]reent ad’ 1 10,0 9.0 {" " 90.0
; : - valorem - . S
600. 83 Olher...,..‘..‘ ........... ..-.| 8 percent ad 8.0 68 86.2
: : . . valorem, r
{ Other; o g
s Not plckled and not cold '
608, 84 Other than slloy tron or | 8 pércent ad 80| 69 86.2
) vteel, .. :} . valorem, .
608,83 Alloy lron or steel.... ... 12 percent ad 18.3| 129 97.0
A e A g - A valonioni plus
: . dition
XE & y ;dutles,. - S
. Plckled or oold rolled: N
608.87 |- her tban alloy, from or 01qentperpound 9.9 86/, . . 869
steel ad s :l pe cent ;
608,88 |, . D Alloy Ironoruteel..‘,.»..._. 0.1 . 13.1 127, 96.9
] Lt tidnhd plus 8- ‘
; RN percent ad
; RV valorem plus
additiona dutSes. .

Bes footnotes at end of table, p. 80,
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C'ompamon of ad valorem equivalents of U.S. rales of duly based on f.0.b. and c4.f.
values for zmports———Continued

Ad valorem equivalent
based onnLe value of
Item Description Rate of duty
Ratfoc.i.f.
F.ob.| Cit | tolob.
ad valorem
equivalent
t Pletes and sneets of iron ot steel—Con, ' Percend
608. W5 | (6] %Y P 24 peroent ad 4.0 23.4 .
| valorem.
‘ Costed or plated with metal: .
608. 92 Tin plate and tincoated shoets. ..] 0.8 ceptper pound. 9.4 8.6 918
608,93 'l‘esll']neupla md terne- coated | 1 cen per pound..i 310.0 9.0 9.0
eots, :
. ther ) :
€08 96 Other than alloy fron orsteel..| 0.1 cent per pound 9.3 8.4 00.3
plus 8 peroent
. alorem,
6013, 96 Alloy lm.a outeel...'....'..... 0.1 eentgerpound 16.1 15.6 ©6.9
{4 plusi}
ad vatorem plus
additional
dutles.
8trip, of fron or steel, not cut, not pressed,
and not stamped. to no
%;:e (except as provided in item
Other than alloy fron or steel:
609. 02 Not over 0,01 inch In thickness....| 6 p%tleent ad 6.0 58 06.7
orem.
609.03 Over 0. 01 but not over 0.03 inch In | 8.5 percent ad 8.5 7.8 91,8
thickng valorem.
. 609.04 Over 0. 05 1nch in thickness.......| 9.6 percent ad 9.8 7.7 81.1
valorem.
Allogx fron or stés
600, 06 ot over 0. 01 lnch in thlckness-.. 10 %eircent ail 10.2 10.0 08.0
us
, . . additlona‘ '
' ) * dutles.
600.07. Over uox but not over oos inch 12 5 percent ad 13.3] 128 96.2
in thickness. orer plus
addltlonal
609. 08 Over 0.03 inch in thlcknees. cmmane 13 aal)uéent ad 14.6 13.9 95.2
: ) o ofem plus
s addmonal
' duties, -
. Plates. sheets, anastrip. all the toregot
| tonboiat "Eh“s"“s o fartopt ™ os
tan
| s iH plL6s
Oiher than au !ron or steel:
609.12 Valued over 8 cents per |8 pexicent ad 8.0 6.5 81,2
valorem. .
600.13 Va]ueg over 8 eenta per pound... 9,6, gl 't ad 9.5 8.8 2.6
600.15 | Alloy fron or steel ....... eeeeen reeonns 13 percent ‘ad 13.9 13.8 7.1
: o ... 1. . valorem plus .
oo ad%{tlonal
.1 .dutles, ,
600.17 Pmes sheets, and sti{p, all the foregolng 19 percent ad 10.0| 18.2 " 95.8
. iron or steel, whether or not ¢ t.. - valorem.
esséd, or stamped to uonrectan
At electrolyticall or -
% with base metal other than tin; -
ead, or tino. )
Wire of iron or steel:
Flat wire:
Other than slloy !ron or steel )
“Not t\Jolnte(fl or plated with Yy .6
meta . " L
609. 20 o Not iver 0.01 inch-in | peroent ad 6.0 5.8 96.7
: ness. 1 ' valorent, - ’
609,21 Ove\" 0.01 ‘inch’ but not | 8. spercent ad 8.5 8.1 95.3
, over 0.08{nch in thick- [  valérem. :
609. 22 0ver 0.05 {nch In thick- | 10 percent ad | -, 10,0 9.8 95.0
ness. valorem.

Bee footnotes at end of table, p. 80,
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Comparison of ad valorem equwalents of U.S. rales of duly based on f.0.b, and c.i.f
values for imports—Continued

Abd valorem equivalent

on the value of

1964 imports
Item Description Rate of duty —
Ratoc.if,
F.o.bh.| CiL to f.0.b.
ad valorem
equivalent
Wire of iron or steel«-Conunued
Flat wire—Continued
Other thau alloy jron or steel—
Continued
Coated or plated with metal: Percent
609. 25 Not over 0.01 Inch in | 0.1cent per pound 6.3 611 9.8
thickness. ' - plus 6 percent
ad valorem.
€09. 26 Over 0.01 inch but not | 0.icent perpound | . 9.4 8.7 026
over 0.05 inch {a thick- | plus8.5percent
noss, " ad valorem.
009,27 Over 0.05 {rich in thick- { 0.1 cent per 10.8 10,1 8.5
ness. ’ pound plus 10
) percent ad
valorem
Allog fron or stecl:
ot ooated or plated with X L .
609. 30 Noz over 001 inch in | 10 pement ad 10.4 10.2 9.1
thickness. valorem plus
additional
. duties, ' .
609,31 Over 0.01 inch but not | 12.5 aferoent ad 12,8 12.6 T84
over 0.05 mcb In thiek- | orem plus
ness. additionsal
. dut!ea .
609, 32 Over 0.05 inch .,in thick- | 14 percent ad 16.¢ 15.2 89.9
ness. valorem plus .
additional
duties, : .
Coated or plated with metal- -
609,35 Not over 0.0i inch 0.1 cent per 10 10.5 0.5
thickness. pound plus 10
percent ad
valorem plos
additional
dutfes.
609, 36 Over 0.01 inch but not { 0.1cent per pound 13.5 12.6 3.3
over 0.05 lnch in thick- plus 12.5 per-
ness. cent ad valorem
plug additional
dutles. .
600, 37 Over 0.03 Inch in thick- [ 0.1 cent Per pound | 2188 14.3 92.3
noess, lus 14 percont
ad valorem plus
. additional
: duties.
Round wire: .
Other than alloy iron or steel: -
609. 40 Under 0.060inch in dismeter. .} 8.5 percent ad 8.5 7.9 929
valorem.
0. 060 lnch or moro ju diame-
609, 41 C(mtatning rot over 0.25 | 0.3 cent per pound. 50 4.1 83.0
percenst carhon,
609, 43 Containins' over 0.25 par- | 8.5 percent ad 86 W 90.6
cent carton. valorem. :
600, 45 Alloylron orsteel.ecnnnnnennan.. 125 reent ad 13.1 12,7 6.9
: orcn plu.s
ditional
dut!es.
Other wire:
Other than alloy iron or steel: .
609, 70 Not c(;ated or plated with 12 Sparcentad © 128 1.5 92,0
orem,
600,72 Coated or plated witl metal..| 0. lcent gerpound 13.0 124 95,4
: plus 12,5 per-
cent ad val-
orem.

8¢e footnotes at end of table, p. 80.
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C'ompanson of ad:valorem equivalents of U.S, rales of duly based on f.0.b. and c.i.f.
values for imports—Continued

’

Ad valorem equivalent
based on the value of

imports
Item Description Rate of duty
Rauo o.lf.
F.o.b. | C.it. to f.o.b.
ad valorem
equivalent
‘Wire of fron or steel—Continued
Other wire—Continued .
609,75 Alloy iron or steel: Percent
Not coated or plated with 10 S percent ad 18,0 17.0 04.4
metal orem plus
;&ddltional dut-
609.76 Coated or plated with metal.. 0.1 cent 217.5 16.6 94.9
poun plus 16.5
percent ad val-
.. orem plus addi-
tional duties,
Angles, shapes, and sections, all the fore-'
going, of fron or steel, hot rolled, togged
extruded, or drawn, or cold formed or
cold’ finished, whether or not drilled, |
punched, or otherwise advanced; sheet
piling of fron or steel:
Angles, sha , and sectfons:
Hot ro ed or, cold formed and
- welghing over 0.29 pound per
linear foot:
Not drilled, not punched,
and w{:ot otherwise ad- )
609.80 Otlttgglthan alloy fron and | 0.1 cent perlb..... 2.2 1.9 884
’ steel.
609.82 Alloy fron or steel........ .| 0.1 cent per 1b, 9.0 8.6 95.6
plus 4 percent
ad valorem lus
additional
tles.
Drilled, punched, or other-
wise advanced:
609. 84 Other than alloy iron or | 7.5 percent ad 7.8 7.0 3.3
steel, valorem. .
609. 86 Alloy iron or steel......... 11, 6 cent ad 14,2 13.7 06.5
orem plus
E}dditional du-
€3,
Cold formed and weighing not
over 0.20 ear foot:
609. 88 Other than alloy fron or steel. 8.6 percent ed va- 8.8 7.9 ”.9
609,90 Alloy fron orsteel..cceeccacacana. 12 5 Pereent ad 113.0 12.4 05.4
alorem plus
addltional du-
Sheet % gb
609, 98 Other t analloy fron or sieel..... OIoentper 1.9 1.8 84,2
609. 98 Alloy fron Or 5teel.aaencenn womvan 0. Pgent per 15,0 4.5 90.0
pound plus 4
percent ad
valorem plus
additional
dutles.
Ralls, foint bars, snd tie plates, all the
toreg?llsng of steel:
610,20 Other than alloy steel.eaceecan... .0.05 eents per 1.0 .9 90.0
610,21 Alloy 8t00). neacenceannacencscnnas centa 25,0 4.5 0.0
pound us 4
percent ad
valorem plus
additionsl
duties.

8ea footnotes at end of table, p. 80
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-Oomparison and ad valorem equivalents of U.8. rates of duty based on f.0.b. and

od.]. values for lmporta--Contlnued

—

Ad valorem equivalent

bssed on the value of
imports
Item Description Rate of duty
Ratlo (AXA
F.o.b. | C.LI o.b.
ad vslorem
equivalent
ant bars, and tle plaLes—Con.
bars aud tis plates: Percent
610,25 Other than alloy steel....coea.... 0.125 eeguper 8.0 2.5 : 83.3
010.26 Alloy steel. ......... cesccncenenns 0. Pz%?cenu per 6.0 5.4 90,0
pound plus 4
. percent ad
valorem plus
additional
dutles.
Pipes and fubes and blanks therefor, all
theme oreg1 olng of iron (except cast fron)
Welded, jointed, seamed, with
walls not thinder than 0.065 tnch,
and of circular cross section: .
Other than alloy fron or steel:
610. 30 der 0.25 inch ln outside | 0.873 cents per 5.2 4.5 86.5
diam &ound. .
610,31 0.28 lnch or more but under | 0,625 cents per 6.2 5.6 90.3
oigu inca in outside diam. pound. -
eter, : . vt
610.32 0,376 Inch or more in outside | 0.8 cents per 4.5 8.9 86.7
AlL di eter . ' pound,
0 ..
610.35 nder 0 25 inch in outside di- | 0.875 cents per 5.0 49 8.0
ameter, . pound plus4 .
: Percent ad va- -
orum plus ad-
ditional duties.
610.36 025 inch or more but under { 0.626 cents per 1.7 11.4 97.4
0.875 inch in outside diam- |  pound plus 4
eter. rcent ad va-
, . . larem plus ad- ‘
- “1 ‘ditional duties,
. 610,37 : 0 378 lnch or more in outslde 0 8 cents per 55 5.8 16,4
: - diameter. -} - 'pound plus 4
‘ reent ad va-
orem plus ad-
.| . ditional dutfes.
Other: -
. , Steel glpe conforming to the .
A.P.1, specifications for oll weil
. casing and steel pipes and tubes
~of rect ar c¢ross section, -
whether welded or seamless,
nglng 8 wal! tbfckness not less
tbrea.ded and uot other-‘ T
: . ise advan -
610.39 Other than allof steel- S 0 1 eentper pound. 1.8 1.4 87.5
810. 40 Alloy steel.......cc...o.. 0.1centperpound | - 8.8 7.7 - 8.6
: plus 4 percent '
ad valorem plus
ditlonal
dutles.
Threaded or otherwise ad-. . .
vanced: R I BT
610.42. Other than alloy steel....| 7.5 xa)lexoel?]t ad © '8 - 6.8 88,0
' 610.43 | Alloy steel...... ...... a.af 108 percent ad ©13.4 12.0 89.6
. A valorem plus . )
e e -additional - -- {
dutfes.

Bee lootnptec at end of tedle, p. 80
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Comparison of ad valorem equivalents of U.S. rates of duty based on f.0.b. and.

od.f. values for. imports-—v(}ontinued

P

Ad valorem ¢quivalent
based on the value of

1964 imports
© Item Description Rate of duty
Ratfoc.1.1.
F.ob. | Cifl. | tofob.
ad valorem
equivalent
Pipes and'})ubes and blanka—Continued
Sultsble for use {n the manu-
tacture of ball or roller
ings: Percent
610,45 Other than alloy iron or 12 percent ad 12.0 10.7 89.2
steel. “valorem. )
610.46 Alloy iron or steel. ........ 16 percent ad 16.5 15.6 3.9
valorem plus
. ) additional
o " dutfes,
Not sultable for use in ‘the .
manlutacture of ball or roller |,
Otherl than alloy iron or
‘ steel:
610, 48 Hollow bars.......... 11 percent ad 1.0 10.1 01.8
: . valorem.
610, 49 (01311 SO, 10.5 percent ad 10.5 9.4 80.6
<o valorem, -
! Alloi' fron or stool: ,
610. 51 Tollow bars_......... 15.5 percent ad 16.0 15.4 96.2
valorem plus
additional
: duties.
610. 62 (0131 S 14. 5 nt sd 14.8 14.4 9.3
orem plus
addltional
dut 63,
- ‘| Cast fron pipés and tubes: . :
610, 56 Other than alloy esst [0+ W lo bercent ad 10,0 8.4 84.0
alorem.
610, 58 ~ AOY St IO caneen e eeeeaaeeeens 14 percent ad 14.5 13.1 90.3
. ’ valorem plus : :
additional
Pipe and tube fitsi (1 toel duties.
pean 1) ngs, of fron or steel: .
. Cast-iron fittings, ‘not malleab!e .
R 7" Por cast-iron n pipe:
610. 62 — Cast firon, other than alloy 10 pereent ad | 10.0 8.5 85,0
cast fron, valorem, o -
610.63 Alloy cast fron.._;...........| 14 percent al 2140 12.6 90.0
‘valorem rlus
' . additlonal
- dutles. .
ot Not for cast-iron pipe:
610.65 Cast fron, other, than alloy 3 percent ad 3.0 27 90.0
cast iron, valorem.
610. 66 Alloy cast fron...cceeeao.... <] T percent ad 27.0 a5 929
. . . valorem plus
additionat
duties. -
Cast-iron fittings, malleable:
Not advanced in condition by
operations or processes subse-
sequent to the castin, g ) .
810.70 ast iron, other than alloy 8 percent ad 8.0 7.5 93.8
‘ cast fron, . . valorem.
610. 71 Alloy cast 14011 FO N 12 percent ad 3120 11.4 95.0
. , valorem plus Lo
‘ .additional
duties ‘ !
610, 74 Advanced in condition by opera- | 22.5 percent ad 225 21.3 94,7
Co tions or processes subsequent valorem,
to the casting process.
610. 80 Other ﬁulngs e eceemecsececamaemeaannn 19 g:iroent ad 10.0 17.8 03.7
orein
642. 96 Galvanlzed wire, 0.075 to 0.20 fnch in | 0.25 cents per 20 1.9 95.0
dtamater, if covered with plastics. pound. .
642,97 | Milliners’ and other wire covered with 15 percent ad 18.0 14.4 96.0
textiles or other materlal. valorem.

‘Bee footnotes at end of table, p. 80,
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Oomparison of ad valorem equivalents of U.8. rates of duty based on 1.0.b. angd
od.f. values for imports—Continued:

Ad valorem equivslent
based on the value of
1064 imports
Item Description ‘ Rare of duty
Ratioc.1.t,
F.ob.] CALL | tolo.b.
ad valorem
- equivalent
Percent

Ex-644.22 | Steel foll, not backed or cut to shape...... 18 vﬁrcent ad 18.0 17.6 97.8
orem.

Ex-644.32 | 8teel foil, cut to shape, not backed........ 18 g‘elreeut ad 18.0 17.6 2.8
valorem.

Ex-657. 00 | Cast fron articles, not malleable, n.e.s....| 3 pexicent ad 3.0 2.6 86.7
valorem.

Ex-857.10 | Malleable cast fron articles, n.6.8....cc.... 8 pexicent ad 8.0 6.8 85.0
valorem.

Ex-657,20 | Iron and steel articles, n.6.5..c.ueeecaecan. 19 %roent ad 19.0 16.4 86.3
valorem,

Iron or steel pigs and tubes suitable for
use as oconduits for electrical conductors, | -
and fron and steel fittings therefor:

Ex-688.30 Pipesand tubes. . o< cooeacarcaaean. 10 pelreent ad 10.0 8.9 89,0
: valorem.

Ex-688, 35 b 5133117 ¢ SR 19 percent ad 19.0 18.2 95.8
- valorem,

1 Duty has been suspended by aciuof Congress almost continuously since March 1942,
2 No imports,

Senator DIrksEN, Mr. Norwood, are you here?
Mr. Norwoop. Yes, I am.

STATEMENT OF BERNARD NORWOOD, ACTING SPECIAL REPRE-
SENTATIVE FOR TRADE NEGOTIATIONS; ACCOMPANIED BY
THEODORE R. GATES, CHIEF ECONOMIST

Senator DIRKSEN. Are you going to testify very long?

Mr. Norwoob. I can be quite brief, Senator. I believe it depends
on questions you may have. )

- Senator DIRKSEN. You can be or you will be?

Mr. Norwoob. I shall be brief, Senator. ’

Senator DIRkSEN.-OK. You have got a short statement but I
didn’t want to have you come back this afternoon.

Mr. Norwoop. Thank you very much.

Senator DiIrksEN. You work for my old friend Chris Herter.

Mr. Norwoob. Yes, sir, I do.

Senator DirkseEN. Do you see him now and then?

Mr. Norwoob. Yes, quite frequently.

Senator DIRKSEN. And how is he? —

Mr. Norwoop. He is quite well, sir. He is on leave today. I am
acting in his absence, but he has been as active as ever in this work
looking forward to a busy period this coming fall and winter.

Senator DirksEN. When you see him, give him my felicitations.

Mr. Norwoop. 1 will, sir.

Senstor DirksEN. And if we are rough on you, you tell him that,
too. {Laughter.]

So you proceed, Mr. Norwood.

Mr. Norwoop. All right. I am pleased to appear before the com-
mittee, Senator, on behalf of the office of Governor Herter, the
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Special Representative for Trade Negotiations in the Executive Office
or the President.

I shall confine my present remarks to those aspects of the bill that
are of particularly direct and immediate interest to our office, that is
to the aspects related to trade negotiations. In so doing, I shall deal
only with the import data requirements. The data of the type sought
on imports are substantially related to trade negotiations; those
sought on exports, only marginally.

As a matter of convenience, I shall refer to the present U.S. import
data system as being on an f.0.b. (or free on board) basis and to the
parallel import data system groposed by the bill and generally used by
most foreign countries as being on a c.i.f. (cost, insurance, ocean
freight) basis. '

Senator DIrksEN. At that point, you said most foreign countries.

Mr. Norwoop. Yes. ,

Senator DirkseN. Is it true of all other countries?

Mr. Norwoop. No, it is not true of all other countries, Senator.
Importantly, Canada, Australis, New Zealand, South Africa, I believo,
are on the same basis, trade data and tariff basis, as the United States.

Senator DirkseN. Oh, ye~

Mr. Norwoop.” We are ‘. :he minority, Senator, but I think it
may be appreciated that th:% doesn’t necessarily mean that we are
wrong.

Both the present U.S. system and most foreign statistical data and
tariff systems vary in many details from a pure f.o.b. or c.i.f. basis.
I do not believe, however, that it is necéssary for our present discus-
sion to examine these distinctions in full detail. ,

For purposes of trade negotiations and the underlying preparations
for which our Office has primary responsibility, it is essential to have
extensive data. '

Price data are one necessary element. In arriving at useful price
data, the availability of c.i.f. data, rather than f.o.b. data, does not
in itself help us much. While c.i.f. data do bring us one step closer
to & meaningful price comparison, it excludes significant elements that
normelly make up the price of an imported product at that place
in the U.S. market where it actually becomes competitive with a
domestic product. For example, c.i.f. data would not include the
teriff, inland freight, or any costs attributable to repacking, assembly,
and to markups at the distribution levels between the dock and the
ultimate point of sale. .

In examining comparative prices, we particularly want to know
the trend of such prices over periods of time. We want to know how
prices of domestic and foreign goods are moving in relation to each
other. In such examination, it is not necessary that the prices be on
the same basis. What is necessary is that the data be available on a
consistent basis and for a sufficiently long period to permit price
trends to be discerned cIearIfy. This 18 possible whether our data or
foreign data. are f.o.b. or c.if. '

In preparing for trade negotiations, data on a c.i.f. basis are neces-
sary only -in determining comparative prices. But particularly in
considering articles on which we may offer tariff concessions, we must.
consider many factors in addition to comparative prices—all of which
bear upon the competitiveness of U.S. goods in relation to foreign
goods in the U.S. market. This involves many elements beyond
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prices: comparative costs, availability, reliability of supply, fashion,.
packaging, quality, reputation, consumer buying h‘ab_its;t;'(i vertising
and other promotion, adequacy of distribution, financing, terms of

sale, servicing, and many other factors. o o

- In the actual conduct of the negotiations and in resching a satis-
factory conclusion, our principal attention is on. the bplpnce between
the concessions we are offering in exchange for those we are receiving.
This reciprocity can be meesured in many ways, the most significant
of which is in. terms of the increase in trade that can reasonably be
expected to result from the reduction of tariffs and the liberalization
of other trade barriers. : oy L

This evaluation calls for a variety of information and judgments
about: the value of trade being covered by the concessions, the depth
of the cuts in tariffs or the significance of the removal of other barriers,
expected changes in supply, demand, prices, and other fagtors; and in
particular the responsiveness—or: sensitivity—of the prices of the -
articles to tariff changes. - . ‘

" In comparing the value of trade covered by United States and other
countries’ concession, an adjustment must be made to place the data
of all negotiating partners on the same basis. This has been done in
past negotiations and will be done in the present negotiations. Since
most countries are on a c.i.f. basis, an adjustment upward is made in
the f.0.b. figures used for imports into the United States. This is a
recognized operation. It takes place at a point when the negotiating
“package’” has begun to take shape. o

. For the present negotiation, in contrast to past negotiations, there-
is an additional need to compare Unitad States and foreign data.
This is the need to cope with the so-called tariff disparities issue.

The Ministers of the participating countries agreed .that special
attention should be given to situations in which one country has a.
high duty on a product whereas anothér country has a low duty on
the same product. The EEC has been insistent that the high duty
should cut proportionately more than the low duty. Although many
formulas were discussed, no rule was agreed upon. .. ,

Since the tariff systems of most countries vary widely, in order to.
make any such comparison of duties, there must be a concordance-
between tariff classifications and between trade data to put them on
the same basis. Trade statistics are needed to.determine the com-
mercial importance of individual articles and to show the incidence of
the individual taviff rates. o

Accordingly, we have developed a concordance of United States and
EEC tariff classifications and Eave worked up a substantial body of
trade statistics in order to be prepared on this issue. Part of these
preparations has included deveﬁ)pment of c.i.f. adjustments necessary
to put individual comparisons of ‘duty incidence on the same basis.

n order to obtain the c.i.f. data that we need for the above three
purposes—preparing for the negotiations, achieving a balanced result,
and coping with the disparities issue—at our request, the Tariff
Commission, with the assistance of the Bureau of the Census, has
been preparing on & c.i.f. basis information on tariff rates and on trade.
The Tariff Commission has explained to the committee what work is
being done and has submitted the initial results of its work in the iron
and steel sector. In our judgment, the work which the Commission
nas already completed indicates that all of our needs for c.i.f. data will
be sucessfully met. |
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We believe, therefore, Senator, that there is no clear need for the
new statutory requirement, as contemplated in Senate Joint Resolu-
tion 116, to collect and publish U.S. import data on a c.if. basis.
We are alreadg obtaining on a c.if. basis much more extensive and
detailed data than in any previous trade negotiation. We shall have a
chance to see whether the data being furnished are adequate for the
negotiation. - If so, our present opinion will be confirmed that a
comprehensive new requirement is not necessary to meet the needs
of our international trade and tariff negotiations; if present efforts
prove not successful, we can consider the nature and extent of the
deficiencies and propose new requirements. A statutory require-
ment enacted at this time, moreover, would not be of use for our
current negotiations since the negotiations will have terminated
before such requirements could yield any useful body of information.

It is for these reasons, Senator, that we believe establishment of
new requirements for c.if. data is not warranted.

Senator DirkseN. How long have you been negotiating on steel?

Mr. Norwoob. In the current negotiations at Geneva, Senator,
the active period dates to November 1964. That was the time at
which we submitted so-called industrial exception lists. There was
an examination following that period, and there have been multi-
lateral and bilateral dicussions ever since covering iron and steel
and the full range of industrail commodities.

Senator DirkseN. But you didn’t have any firm c.if. figures while
you were negotiating, did you?

Mr. Norwoop. No, we did not, Senator. We had some data.
We had approximations at that early period. As we have moved
into the negotiations, we have been preparing the additional data
such as that introduced by the Tariff Commission. The key period
in the negotiations where the data would be useful will be when there
is the outline ¢f a negotiatiny package between us and the other
countries. :

Also, if there is an invocation by the EEC of disparities, which we
would assume would come, if at all, toward the end of the negotiations,
the c.i.f. data would be of use to us at that time.

Senator DirkseNn. If you didn’t have firm data, would one be
justified in saying that you were doing a little negotiating in the dark?

Mr. Norwoobp. I don’t think it would be a serious loss, Senator.
It depends upon how firm and how extensive the data are. The data
which have been developed have come to us as a result of & sample.
It is fairly detailed in the iron and steel sector. It may prove that.
it is for our negotiating needs more detailed than is necessary. In
certain other sectors we may be satisfied with a single figure for an
entire sector. We inay be satisfied with even something less.

So it is hard to say at this time, Senator, that there would be any
lack of data at such a time as it might prove useful to us. We have
o fairly good idea of the areas of the tariff where such data might be
useful, and we have in discussions with the Tariff Commission and
the Bureau of the Census and Customs Bureau tried to work with
them on their present sampling technique to provide us what we feel
would be necessary.

Senator DirksEN. Does industry agree with you?

. Mr. Norwoon. I don't—in what sense, Senator? I am not quite
sure. In terms of whether it meets our own negotiating needs or
whether the data are accurate?
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. Senator DirkseEN. Well, of course, you are going to negotiate for
the rates, aren’t you? :
.. Mr. Norwoop. Yes, we are, but when you ask whether the industry
is satisfied, I don’t think we are at the point where a_negotiating

ackage is in such shape that there is any critical need to consult
mdustry on this negotiating factor. I would believe that the agencies
responsible for the collection of statistics and the techniques used are
in a position to determine the accuracy and adequacy of the raw
material which they are usm%. I : :

Senator DIRkSEN. At the bottom-of page 4 of your statement you
Say.:_ [

Since most countries are on a c.if. basis, an adjustment upward is made in
the f.0.b. figures used for imports into the United States. This is & reco ized
operation. It takes place at a point when the negotiating *‘package’ has begun
to take shape.

How many of these negotiating packages have begun to take shape?

Mr. Norwoop. I would say none at this moment, Senator. As you
know, the current negotiations in Geneva have been moving rather
slowly. There have been major problems that have had to be over-
come. The agricultural issues have held up progress in the industrial
field so that at this moment there is no clear shape to any package.
It will not be until sometime in late fall that we will probably see the
outlines of the various settlements or the overall settlement emerging.

Senator DirksEN. Yes. ‘Thatreminds me of the background paper
that was submitted to the Foreign Economic Policy Committee of the
House, that is, a Subcommittee on Foreign Affairs. I think the essen-
tial part is this paragraph:

An early attempt to get agreement on rules to govern agricultural negotiations
proved futile. For this reason, and because the European Community’s offers
were not yet prepared, agricultural cffers were not tabled at the same time as
industrial offers, as originally intended, The’EEC took the position it could not
make agricultural offers in the Kenndey found until its major Common Agri-
cultural Policy regulations were agreed upon, and this work was not yet completed.
On grains, however, the GATT Ministers had decided that the Cereals Group should
undertake the negotiation of an internalional grains arrangement. Accordingly in
May 19668 major cereals trading nations erchanged proposals for an international
cereals arrangement. The essential features of such an arrangement, in the United
States view, would be improved access to world markets, equitable sharing among
exporters and importers of the job of adjusting production to demand, and multi-
lateral sharing of food aid. The grains discussions have proceeded intermittently
and have recently gained impetus from new provisions in the EEC negotiating

mandate which appear to recognize the need for the three elements proposed by
the United States.

How far has that gotten? You just mentioned that you weren’t
making much progress on agricultural commodities.

Mr. Norwoop. When I say we have not made much progress,
Senator, I certainly don’t want to indicate that we are overly discour-
aged. The achievements of the negotiation now are, I think, less
than anyone had hoped for several years ago, but we have recognized
that we would have to go close to any deadline before coming to serious
settlemonts, .

With regard to the proposals on grain, proposals have indeed been
made by a number of important countries, but they essentially remain
on the table or are present on the table for the purpose of later dis-

‘cussion. There has not been enough serious discussion between the
. tabling of the proposals and the present data for any significant prog-
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ress to have taken place with regard to a possible international cereals
agreement. There has been only one meeting, a brief meeting, in
fact, on this matter since the tabling of proposals in May.

Senator DirksEN. Is there anything else you have for the edifica-
tion of the committee?

Mr. Norwoop. I think I might just stress, Senator, if you permit
me, that there have been indications noted in the course of today’s
hearings that it would be a good idea to have c.i.f. data and that it
did appear that those statements supported the bill. The stress I
would put on the data collection proposals which have been made is
that they have allowed, as I understand them, the use of our present
technique which is a samﬁ)lini technique. On the basis of the sam-
pling, we so far seem to be obtaining the data which we would find
useful, and in the light of this present work, we feel that we shall
probably get the data which we do need with regard to c.i.f.

I have nothing further, Senator.

Senator Dirksen. When does your authority expire?

Mr. Norwoop. The authority to enter into agreements, Senator,
expires June 30, 1967.

Senator DirgsEN. That will be June of next year.

Mr. Norwoop. That is right.

Senator DirksEN. That is roughly what—9 months.

Mr. Norwoop. Some 9 months from now.

Senator DirksEN. That isn’t very much time, is it?

Mr. Norwoop. No, it is not very much time, Senator. We
certainly do have a great sense of pressure, and over the next few
weeks I think we shall see the rush that often takes place toward the
end of major negotiations.

Senator DIRKSEN. And, of course, there will be a rush here next
year to secure an extension of that authority, will there not?

Mr. Norwoob. I have no proposal to raake on that, Senator.

Senator DirkseN. Well, wouldn’t you reasonably guess that some-
bolt\lg will want to extend this authorlt{?

r. Norwoop. There may very well be that interest, Senator, to
have a proposal made. I think that whether a proposal is made or is
sup‘;])orted would .depend to a large extent on what we are able to do
with the remaining period of current negotiation. I think at this
moment I would find it impossible to say what the prospect is of any
proposals emerging from the executive branch or from the Congress,
certainly, or what course that proposal would take. Our interest in
our office at the present time is making sure that we use as effectivel
as possible the authority which we do have and the opportunity whic
is presented by current negotiations.

Senator DIRKSEN. Now, the only agency in government that could
extend that authority is the Congress, isn’t that correct?

Mr. Norwoopo. That is right. It requires congressional au-
thorization. '

Senator DIRKSEN. Suppose they are very unh&pgy about the state
of these figures and say, well, we can’t make head or tail out of all
this because we do not have figures on which you can rely. Where
you have developed that doctrine or comparability, that could
jeopardize a trade agreement, couldn’t it?

Mr. Norwoop. We have given a lot of attention, Senator—I am
sure we have given more attention in the current negotiation than has
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been given in any previous negotiation by the United States to the
question of data. - We have done so for many reasons.

The present negotiation is the most extensive and perhaps the
most important that we have ever engaged in. We are aware of tha
increasing interest of the Congress and the business community in
the details of negotiation.. We have a new administrative Arrange-
ment within the Government for the exercise of the Trade Expansion
Act authority. We do have technical resources which today are
better and more sophisticated than ever existed before. We have
made use, for example, extensively of computers in our data program,
We had in mind the collection and the analysis of data for the purpose
of preparing for the negotiations, for concﬁwting them, for assessing
our balance, and for explaining to the Congress and the public the
results of our negotiations. ' ‘

I hope that at such time'as we come to the conclusion, that we will
be able to present an accurate and understandable ‘picture of the
outcome of this enterprise.

Senator DirksEN. Is everybody happy with whatever conclusions
you have contrived thus far? : :

Mr. Norwoop. With regard to data, Senator?

Senator DirksEN. Data, conclusions on

Mr. Norwoop. I think we shall never be happy with conclusions
with regard to data, but we certainly are—I think all of us who are
directly involved in this—satisfied that we have done a much more
effective job than ever before and that our needs which we do see are
being met. Whether all those needs will be met, whether everybody
iSn the government and outside will be satisfied, of course I cannot say,

enator. :

‘Senator DIRkSEN. Of course, if you run somebody out of business
and seek to comfort him by saying, you have been computerized, that
doesn’t make him any happier. ’

Mr. Norwoon. Our experience with computers, Senator, has been
that they are very impressive, have been very useful, but sometimes
you find it necessary to take a pad of paper out and check on a com-
puter. We have alarge human element in our data program.

-~ Senator DIRKSEN. It seems to me that Univac—is that a computer,
by the way? :

Mr, GaTes. Yes, ,

S(?anator DirkseN. Didn’t it have Truman defeated here some years
ago

Mr. GaTEs. You are correct.

Senator DirksEN. It didn’t turn out that way at all.

Mr. GaTes. That is the reason we do not rely solely on computers.

Senator DIrRksEN. Yes. Waell, if that is it, that is 1t.

Mr. Norwoop. Thank you very much, sir.

- Senator DIrRksEN. I want to get to Mr. Upchurch if he doesn’t
take too long so we can send you all home and won’t have to come
back later this afternoon.
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STATEMENT OF M. L. UPCHURCH, ADMINISTRATOR, ECONOMIC
RESEARCH SERVICE, AGRICULTURE DEPARTMENT '

Senator DIrkseN. Mr. Upchurch; you are from the Depairtment of
Agriculture? ' A

Mr. UpcHURCH. Yas, sir.

Senator DIRKSEN. And you have a brief statement here. Would
you be offended if I suggested to this well-attended committee that
we put it in the record?

Mr. Urcrurctl 'No, sir, I would not be offended at all.

Senator DIRKSEN. Let.me ask whether there is any objection. I
hear none.  [Laughter.}

Now, since it is a short statement, maybe you can give us & short
interpretation of it. , _

Mer. Urcaurch. 'All right. I will be happy to submit the statement
for the record, Senator Dirksen. ‘

In general it says that the Department of Agriculture sees no advan-
tage in Senate Joint Resolution 115:

ur statement deals mostly with S. 3522 which calls for the Secre-
tary of Agricultire to make a report annually on comprehensive
statistics relating to foreign trade in agricultural products. We see
several problems with respect to the provisions of S. 3522 that one of
which is, it would require substantial additional data collection than
we are now doing. . :

I might add, Senator Dirksen, that much of the information
requested in S. 3522 is already being published in a series of publica-
tions by the Department of Agriculture put out monthly called U.S.
Foreign Agricultural Trade by Commodities. These publications
carry statistical data and special articles on the agricultural trade.

In a number of special studies the Department has calculated the
c.if. values of - agricultural commodities. With that statement,
Senator Dirksen, unless there are questions, I will be happy to rest.

Senator DirksEN. Well, there will be no questions, but I have got
one coming. In one sense, &t least, you are a man after my own
heart because you say: '

Valuation of imports on c.i.f. basis would more accurately reflect value of
merchandise imported in comparison with domestic prices. .

Now, I agree with you. Better yet, you agree with me, and that is
what we have been trying to find out.

But now you depart from character in the next sentence because
you say: : . _

"However,‘_-such‘reporting' would not improve the accuracy of balance-of-pay-
ments statistica as'now reported. :

I never asked about the balance-of-payments statistics. So, you
see, your batting average has dropped. .

Mr. UrcrurcH. I will let the statement stand as it is, Senator
Dirksen. . ~= , . )

- Senator Dirksex. You will let-it stand.

Mr. UrcHurcH. Yes, sir.
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Senator Dirksen. All right. That is good. I don’t believe- there
are any questions that I have. You have directed this mainly at the
Sparkman bill anyway. .

Mr. UpcnurcH. Yes, sir. - :

Senator DirkseN. Well, I should feel hurt but I won’t. Thank you,
That is it. A ‘ : : :

‘Mr. Upcuurcl. Thank you.

(The prepared statement of Mr. M. L. Upchurch follows:)

STATEMENT oF M, L. UrcrURCH, U.S. DEPARTMENT OF AGRICULTURE

We are grateful for the opportunity to submit our views on SJ 115 and 8. 3522.
The Department does not support enactment of S.J. 116. It would not-aid in
calculation of balance of })ayments position of the United States and would be
confusing in its classification of exports. ‘ ‘ :

S.J. 115, a resolution to require that imports into the United States include
landed value of articles imported, proposes that the Secretary of Commerce shall
include the cost, insurance, and freight (c.i.f.) values of articles imported as re-
gorted by the Secretary of the Treasury in all reports of import statistics published

y the Department of Commerce. It further states that the Secretary of the
Treasury shall include the cost, insurance, and freight values of imports. These
values are the foreign value plus the insurance and shipping charges incident to
larding tha imported articles at the port of entrly. ‘ o .

Ouvithpots, as now reported by the Bureau of the Census, represent the export
value of commodities in the country of origin. This method of valuation is pre-
seribed in the Tariff Act of 1930, as amended. .

Valuation of imports on a ¢.i.f. basis would more accurately reflect value of
merchandise imported in comparison with domestio prices. However, such report-
ing would not improve the accuraoy of balance-of-payment statistics as now re-
ported. The use of o.i.f. value import data in balance-of-payment statistics would
require adjustments for freight, insurance and other services which often are not
rendered by the country of origin of the imports,

The export proposal in S.J. 115 states that the Secretary of Commerce shall
classify exports by three categories: (1) total exports, (2) éxports of commodities
produced under Government subsidies, and (3) exports under Government~
financed programs. -

At present, the Department of Agriculture is collecting and reporting data on
exports of farm products shipped abroad under Government financed programs.
These data are necessary in the operation of Department programs. e are
striving to improve our method of data collection and analysis and are working
with the Bureau of the Census toward this end. Needed improvements can be
effected within the limits of resources available without the necessity of such
provisions as those in S.J. 115.

S. 3522 specifies that the Secretary of Agriculture shall compile and publish
an “annual standard reference work” containing certain statistical information
with respeot to the volume and dollar value of U.5. foreign trade in mai'or agricul-
tural commodities for the greceding calendar year, the trends in United States
ex?orts and imports of such commodities, and the effect of such trade upon the
balance-of-payments of the United States.

Much of the information sought under 8. 3522 is now published by the U.S.
Department of Agriculture although not in the precise form requested. Sum-
maries and analyses of the United States agricultural trade situation for calendar
¥]ea1:s are published in a monthly publication, Foreign Agricultural Trade of the

ntted Stales, assembled by the U.S. Department of Agriculture’s Economic
Research Service. For example, a summary and analysis of the principal U.S.
agricultural exports in calendar year 1965 was published in April this year. In
the July 1965 issue and the current Seﬁtember 1966 issue, an analysis of the
contribution of agricultural exports to the balance of payments was published.
More detailed statistics were published in U.S. Foreign Agricultural Trade by
Commodities, Calendar Year, a supplement to the monthly Foreign Agricultural
Trade of the United Stales.

Certain provisions of S. 3522, if carried out, would require detailed study and
substantial additional expenditures for collection of data. These provisions deal
with (1) costs of transportation, insurance, and other expenses incidental to
handling imports and exports, (2) the determination of the effect that imports



FOREIGN TRADE  STATISTICS 89

and exports of all agricultural commodities have on the balance.-of-payments
position of the United States, (3) timing of publication of a statistical reference
work, and (4) the examination and certification of it by the Comptroller General
prior to its submission to the Congress. ; . rg

Articles imported into the United States are generally valued in terms of their
foreign export value. Thus, costs attributable to transportation, insurance, and
other ex&)enses incident to. handling incurred between exportation abroad and
importation into the United States, that is, typically ocean freight and insurance
are not available to the Department of Agriculture from present statistics on each
agricultural commodity. ‘o obtain such-information would require a system of
statistioal reporting and facilities to accumulate and summarize data. In
addition to total freight and insurance costs, information would be needed to
determine what portion of agricultural imports are shipped and insured by foreign
firms, . .

Articles exported from the United States are valued “f.a.s.” (freight alongside
ship), that is, the export value includes actual or estimated inland freight charges
from the interior place of shipment to the seaport or border point of exﬁortation
and it excludes freight and other charges from the port of departure in the Unite(i
States to the place of destination in the foreign country to which shipped.

The contribution of exports of agricultural commodities on the balance.of-
payments of the United States is estimated in research studies of the Department
of Agriculture. The effect of all imports, in the aggregate, on our balance-of-
payments is now estimated by the Office of Business Economics in the Depart~
ment of Commerce and published annually. in the Survey of Current Business.
To determine what effect agricultural imports have on our balance-of-payments,
it is necessary to know payments made to foreign carriers and insurers of agri-
cultural commodities. Such information for agricultural commodities only
would have limited value without similar information for all imports.

The February 15 deadline as specified in 8. 3622 would not be zg)propriate.
The preliminary unrevised statistical data which the Bureau of the Census, De-
partment of Commerce, furnishes to the Department of Agriculture first become
available about February 15. Only a calendar year aggregate of U.S. foreign
agricultural trade can be compiled from these data. The more detailed trade
statistics become available April 1 at the earliest. The May 1 deadline per-
mitted for the first four annual reports would be more desirable.

The 1provision relating to examination and certification by the Comptroller
General of a report of the Secretary of Agriculture prior to its submission to the
Congress is most unusual. It would cause a delay in the availability to the Con-
gress and the public-at-large of statistical information., Coordination of informa-
tion-collecting services of all Federal agencies is under the general supervision
of the Director of the Bureau of the Budget in compliance with the Federal
Reports Act of 1942. Further review by the Comptroller General would seem to
be redundant.

I have sought to give some informal views on 8. 35622, The Department of
Agrictplture will provide the Committee with a formal report on this bill in the
near future,

Senator DIRKSEN. The hearing is adjourned until the hour of 2:30
p.m. That is post meridian.

(Whereupon, at 1:20 p.m., the committee recessed, to reconvene at
2:30 p.m. the same day. ‘

AFTERNOON SESSION

The CrA1RMAN. The hearing will come to order. Our first witness
this afternoon will be Mr. Frank Masterson, of the Industrial Fasteners
Institute. Is Mr. Masterson here? We are allowing you § minutes,
Mr. Masterson, not counting the time that we might want to question
you 2bout your presentation.
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STATEMENT OF FRANK MASTERSON, PRESIDENT, INDUSTRIAL
FASTENERS INSTITUTE, AS PRESENTED BY CHARLES J. WILSON,
SECRETARY AND TREASURER, INDUSTRIAL FASTENERS IN.
STITUTE

Mr. WiLsoN. Mr. Chairman, my name is Charles J. Wilson. Iam
the Secretary and Treasurer of the Industrial IPasteners Institute,
Frank Masterson is the President of the Industrial Fasteners Insti-
tute, and he asked that I present the following comments in his behalf,

The Industrial Fasteners Institute is an association of Uited
States manufacturers of nuts, bolts, screws, rivets, and special formed
parts. _ o

The Industrial Fasteners Institutestrongly supportsSenate Joint Re-
solution No.115. We favor the resolution because we think it essential
that accurate and comparable import-export statistics be established
to measure trade between the United States and other’ countries.
Uniform and compatible statistics are vital so that our international
trade negotiations may be conducted on a proper basis and so that
our citizens at home will be accurately informed of our trade position.

The official foreign trade statistics currently being published by the
Department of Commerce fail to reflect by a substantial margin the
true value of imports to the United States. Imports are officiall
recorded on their foreign value, f.o.b. foreign port of shipment, Witg
the result that freight and insurance charges incurred in transportin
the goods to this country are excluded. Yet we believe it essentia
that transportation and insurance charges be included in order to set
a proper and fair value on the imported goods.
~ Distortions in our foreign trade statistics also appear in the official
valuation of exports from the Unitcd States. The official export
statistics currently being used include, exports not made under com-
petitive conditions, such as nonmilitary shipments under title I
through IV of Public Law 480, and shipments of agricultural products
that are hiﬁiﬂy subsidized or given away. 4 .

The combined effect of both of these practices is that imports are

undervalued by an amount estimated to beé in excess of $3 billion, and
exports are overvalued by an estimated $3 to $4 billion. If proper
statistical valuation methods were used, we would find that the
United States export trade surplus officially reported since. 1960
becomes in fact a trade deficit. We think, therefore, that the asserted
trade sux&plus carnot _properly be used to justify further tariff reduc-
tions under the pending Kennedy round negotiations. And if the
present method of computing our trade statistics is not corrected, false
assumptions will continue to underlie the formulation of our tariff and
trade.policy. . ‘
The statistical valuation of our imports and exports was recently
considered by the International Affairs Committee 6f the Institute.
By unanimous vote, that Committee adopted a resolution supporting
Senate Joint Resolution 115. This Institute resolution éxpresses the
sentiment of our international affairs experts and I respectfully request
that a copy of the resolution he made a part of the record here.

Finally, I think it would be helpful for the committee to have before
it some figures which show in outline form the size and importance of
the industrial fastener industry. I have with me a brief profile of our
industry and ask that it be included in the record.
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I am grateful to the committes for this opportunity to present the
views 6f the Institute and its members. T o
(Tha resolution and the profile referred to follow:)

- INDUSTBIAL FAsTENER INDUSTRY RESOLUTION

WHereas, the foreign trade statistics which represent the official computations
of imports into and exports from the United States should accurately reflect the
competitive standing of U.S..producers; s
~Whereas, the official foreign trade statistics of the Department of Commerce
fail to reflect by a substantial margin the value of imports, ‘in that imports into
the United States are ‘officially recorded on their foreign valuse, or f.o.b. foreign
port of shipment, thus excluding freight and insurance charges incurred in trans-
porting the goods to this.country; . . : o

Whereas, the official foreign trade statistics overvalue exports from the United
States by a substantial margin, in that such statistics include exports not made
under competitive conditions, such as nonmilitary -shipments under Titles I
through 1V of Public Law 480, and shipments of agricultural products that are
highly subsidized or given away; o ,

Whereas, imports are undervalued by the statistical methods referred to above
by an amount estimated in excess of $3 billion, and exports are overvalued by an
estimated $3-4 billion; - : ‘ T

Whereas, the ofﬁciafly agserted export trade surplus since 1960 becomes a trade
deficit computed in accordance with the principles herein;

Whereas, the asserted trade surplus cannot properly’ be used to justify further
tariff reductions under the pending Kennedy Round negotiations;

Whereas, continuntion of the present method of computing our trade statistica
would perpetuate false assumptions for the basing of our tariff and trade policy;
Now, therefore, Be It Resolved; : ,

1. That the Industrial Fastensrs Institute in its Annual Meeting extend its
support to S.J. Res. 115 and H.J. 696 which, if enacted, would require the Depart-
ments of Commerce and Treasury to cause their reports on imports to reflect the
c.i.f. value or landed cost of the merchandise in the future and to report separately
all exports that arise from AID shipments, governmental agricultural subsidies
and similar transactions; : ' ' L

2. That this support be made known to the members of the S8enate Finance
Committee and the members of the House Committee on Ways and Means, and

3. That this Institute recommend to its members active support of the above.
cited Resolutions and that they communicate their support to their Members in

the House and Senate.

PROFILE OF THC INDUSTRIAL FASTENER INDUSTRY
Governnient‘ﬁgur’es from 1963'Census of ‘Manufactures:

Manufacturing plants._ _ _ . _ e o.o. 878

NumePijO 8 ----------- ‘--—‘--—-—-—----—'—o—_—--_ ------ ‘ 57,618

Annuat commerciaf shipments__. ... ___.___ —mm—— $1, 225, 000, 000
Non Government estimate? ‘ :

Annual captive production......_ ... . ... ...l.....  $300, 000, 000

More than 53 percent of the total man hours of Pi-odiiction in'13 OEM industries
are used in the assembly ‘function in' the use of nuts, bolts,:serews, rivets and
assembly methods. This figure is 72 percent in the electronics industry and up to
-90 percent in the automotive industry. : - , o

'The CHarMAN. Mr. Wilson, I did not realize that we were talking
about such:a great distortion. You claim here that the imports here
are undervalued by $3 billion, and that our-exports are overvalued
between $3 and $4 billion. a ‘

Mr. WiLson.- Yes, sir. - - _— C :

‘The CHAIRMAN. That is -a fantastic -adjustment. - That would
meah, then—or let me ask you this'question: Would .that mean, then,
that you suspect:the figures that Treasur{ gives:and that Commerce
gives us ofi trade are-out of line by a total of $6 billion? S

68-666—00———7
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. Mr.. WiLson. Yes, sir.:. .. i T

The CHAIRMAN.- That is fantastic. So they come and tell us that
we have this big:surplus, and if you just sit and make the simple
adjustments that are in order it would be off that much.

y do you'say the exports are overvalued by $4 billion?

Mr. Wison. I think, and I certainly do not wish.to.quote anyone,
but I believe, this morning it' was brought out that the goods which
are brought in or exported under Public-Law 480, and essentially are
given away, are shown in the export statistics, and if I am not mistaken
this morning it was indicated that this difference, broken out, indi-
cated it to be about $3.1 billion. - C T
_ The CuairMAN. Thank you very much, Mr. Wilson. If that is
the case, we ought to know it. It it is the case I think we can get
that information for you. . ' ,

.~ Mr. WiLsoN. Thank you, sir. o

The CuairMAN. Now, Mr. Bill Jones of the National Livestock
Feeders Association. . | ' - '

Do you have a prepared statement, Mr, Jones?

STATEMENT OF B. H. (BILL) JONES, NATIONAL LIVESTOCK
FEEDERS ASSOCIATION

Mr. Jones. No, I do not, Mr. Chairman. With your permission, I
would like to utilize this time for a brief summary statement, and then
file a complete statement for the record., ;

The CHAIRMAN. Fine. You may do that.

Mr. Jones. My name is—— :

Mr. CrameMAN. If you get it in in time, we will print the statement
in the record. 'We are going to keep this record open until Friday of
next week because there are quite a fow other people who have asked
-to 8ut‘their statements in the record. ’ * .

o ahead. ‘ L B

Mr. Jones. Thank you. My name is B. H. (Bill) ‘Jones. I am
sacretary and trustee of the National Livestock Feeders Association,
with headquarters in Omiha, Nebr, - R

5352'0 firmly support- the intent of Senate Joint Resolution 115, and S.
3622. , ‘o

S. 3522, of course, applies only to agriculture, and is more fully
comprehensive with respect to agriculture, but we do think the entire
foreign trade area needs clarification. L .

We would like to see the provisions in the bill which provide for
coordination with interested organizations in the administration of the
act retained in:final form. .

When the committee took on the job a couple of gears’ ago of deter-
mining the true situation with respect to meat and animal products,
the cheairman, I know, will recall the frustration which existed with
respect to import figures. There were at least four or five sources
of published data, and it was impossible to reconcile these, and it
was impossible also to make meaningful breakdowns. o

. The committee’s work contributed to the solution of this problem
of different sources, and_the committee is in a position now, we feol,
‘to contribute toward clarifying the U.S. agriculture’s competitive
position in foreigh trade, and toward bringu g.about!improvement
in the compilation and distribution of trade data and statistics by

RPN ST I
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(1) calling for a clean and distinct separation of exports for dollars
for movements under Government-financed programs and under
export payments, and (2) for calculation of imports on the same basis
as other trading nations. .

We were greatly concerned for some time about the manner in
which the volume and the value of agricultural exports and imports
had been. reported to policymakers and for public consumption.
We were encouraged, and heartily endorse the knowledgable com-
ments made by Senators Dirksen and Sparkman with respect to the
need for refinement and clarification of import and export figures.

As the members of this committee know, the method used by the
United States in recording import value differs from that used by other
major trading nations, and since this has been covered to a great
exlt)ent this morning, Mr. Chairman, why, I shall not go further on that
st 'ec.t'-. ‘ . .
ith respect to ‘the use of total export figures, however, I would
like to spend some little time. . The United States position in agri-
cultural trade has been seriously distorted through the use of the
figure designated as total exports, and in using this in direct compari-
son to imports to figure agriculture’s balance and to indicate our
competitive position in world trade. ’

The .total figure has been, and still is, widely used and publicized
by the Secretary of Agriculture and others without any explanation
whatsoever of what it includes. T e

There have been numerous features and press releases of thisnature,
& very recent one being a release dated August 19, just this month,
1966, which I shall attach to the statement submitted for the record.

Failure to explain the total export figure has led to false conclusions
that the United States has enjoyed & favorable balance of trade for
some years. This and other mpr‘essi\‘re, and easily presented state-
ments, such as the production of 1 acre out of every 4 harvested is
exported, exports account for 16 to 17 percent of the total cash
receipts from foreign marketings, and-the like, we feel, are seriously
misleading and inaccurate in the real world of foreign trade.

- The CHairMAN. May 1 just say by way of agreeing with you as
far as our own domestic economy is concerned, this food that we are
giving away, and these other giveaway commodities, would have
about the same impact on our economy as if we just dumped them
into the ocean. WPould,you agree with that? It is a fine thing to
do, and I suppose those people are hungry, but wo just got through
giving away hundreds of millions of dollars of grain to India. A

Now, as far as the American economy is concerned, it would have
had the same effect as if we just dumped 1t into the ocean, would it not?

Mr. Jones. Yes, Mr. Chairman., The fact of the business is——

The CrairMaN. Of course, the Indians need it, I understand that.
But as far as what it does to our economy when somebody comes to
us and says, ‘Look at the wonderful trade balance we have,” and
counts that as trade, he might as well just count it as an item dumped
in the ocean., . | , : ‘

Mr. Jones. We would heartily agree with you, Mr. Chairman, and
we would . again say when a businessman gives a gift or something
to, someone he does not credit it to the income side of hisledger. This
is what we do on this type of shipment. _
- The CHAIRMAN. Yes, sir.
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Mr. Jones. When we say as a result’ of not learning this whole
truth that agricultural producers, industry leaders and Government
officials have reached a false and favorable conclusion'as to the pro-
BOI“tl_.Q_I_]' of trade, we are not playing it down, but we would like to
1ave it accurately portrayed in the public press, particularly. '

Now, if We refer back to the Avgust 19 release which I mentioned, it
announces an increase in agricultural exports for the fiscal year of
1966, and it contains the usual statements which set forth ‘a very
enviable picture for United St tés;':xlg'riculture. ” -

Anyoneé réading and taking the release at face value would conclude
that United States agriculture is indeed in ‘an’ excellent position,
Details are not i‘fet; available on''shipments on"the various forms of
-assistance,. but if we subtract out only the commodities which nor-
‘nally move under export payments, we immediately veduce' the total
figure of $6.7 billion quoted in the release to $4.5 billion, which is
the equivalent of our imports for fiscal 1966. '

Then, if we apply a ¢.if. figure of the global averaﬁf of 17% percent,
as we have been given, we wind up with an $800 million deficit actu-
ally, and this does not include all of the products given away and
donated on the various Government-financed programs.

If we go back to fiscal 1965, for which we do have more adequate
figures, we see a great disparity in the total export figure. .

Let us just look at that, and we can dig out at least complete figures
here. If we subtract the Government-financed programs and the
movement under export payments, and here there might be some
argument as to whether you should subtract these out or not, as to
how much would move without the export J)ayment and how much
would not, all we are saying is that it did not move ivithout the
export payment. We are not ar%;x‘ing about how much it would
have moved if the export payment had not been applied. -

If we do this, we wind up with $621 million as a deficit, a $621
million deficit, in agriculture, rather than the claimed $2 billion
€Xcéss Or overage. . o o

Then, if we apgly c.if. to this of 17% percent, we come up with the
almost unbelievable figure of $1.3 billion deficit in fiscal 19656 instead
of the claimed $2 billion overage. = |

Now, it is true that the Department of Agriculture is not breaking
down exports, and we commend the men who are working in this drea
for what they are doing. But the information is far from being in the
form readily available and usable by Congress and others, and I
think the Senators would back us up on this. In fact, thé layman or
the uninformed professional will not be able to properly interpret
the figures, and the inaterial supplied to the news media, and this is
our-source of great contention, is highly misleading from its lack of
completeness and Erpper explanation. ’ = S

. With respect to livestock and meat specifically, we would like to see
the publicized breakdown include the figures called for under the
new import law, Public Law 88-482. c

With that, Mr. Chairman, we respectfully urge favorable ¢onsidera-
tion by the committee of these pxisPosed measures, S

‘The CHAIRMAN. May I say, Mr. Jones, when I was a freshman
Senator around heré, before I came. on this committee, I thought I
would make a speech about foréign-trade and what a fine thing it was.
After all, we had the port of New Orleans right there in' Louisiana,
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and all the New Orleans people who make money out of trade, of
coure, are strong for it, as they well should be. - - o

- I sent for thie figures, and I regret to sagr that if you go and read that
specch 1 made and see all those-lovely figures I put in the re¢ord, it
wonld imply that this was just lovely. Iregret to find how erroneous
those figures were, based on what you say, because I think you are
right about it. I i)elieve those figures were very, very misleading. I
thought énough of that speech to mail it out. 1 regret that I am so
badly misinformed publicly about this tremendous avorable balance
we had when, in fact, it was subjéct to all these discounts we were
talking about. = | : o N ,

Mr. JonNgs. Mr. Chairman, we do not wish to play down at all the
importance of trade: We are interested in seeing it expanded, but we
are interested in seeing our policy decisions and the industry have
figures that are properly explained so that they know on what basis
these decisions are made. . ' L , ;

The CHAIRMAN. You just do:not like for people to push you around
and give you a lot of hurrah, which is not correct,. You would like to
know what the facts are. . o : _

Mr. Jones. Yes, sir. . o .

The CuaIRMAN. And, frankly, I think you are right. I believe our
committee needs to know that, and having heard your testimony and
some others, I am determined that we are going to get the real figures,
and if not the precise figures, we will get an estimate close enough so
we can know about where it is. I will cooperate with you in helping to
clear up the kind of misinformation that I helped to spread around
about 10 years ago myself, not knowing «ny better.

Mr. Jones. Thank you, Mr. Chairman. We are particularly con-
cerned about the information that is made available in the form it is
made avail:ble to the press because this is where, after all, most of us
get the i:.lormation that we need, and that we——

The CrairsaN. Here is the kind of misinformation people get. I
do not agree with the 'Wall Street Journal on some of their editorial
policies, but I would say they have very fine reporters down here,
and when they are talking about what is going on, their reporters are
gboub as good as any; in fact, I think in some respects they are even

etter. o ‘

Here is & Wall Street Journal staff reporter writing a story saying:

The U.S. trade surplus narrowed in July as imports rose .3 per cent while
ex&orts’ fell one per cent from the preceding month,"the Commerce Department
sala.

Imports for July climbed to a seasonally adjusted $2,206,800,000 from June’s
$2,114,900,000. asonally adjusted exports declined to $2,460,400,000 from
$2,485,800,000. : - '

After building up this committee for what used to be great big
figures, then it says:

For the latest four months, imports have run at an adjusted annual rate of
$25,590,000,000, about eight per cent above the pace of the preceding four-month
geriod. The adjusted annual rate of exports in the last four months has been

28,925,000,000, about one per cent higher than the rate for the earlier period.
'l‘hus the four-month $3,335,000,000 surplus at an annual rate was down from
the $4,921,000,000 rate of the four preceding months. ,

The,exxort figures don’t include shipments under the Defense Department'’s

‘Military-Assistance Program that amounted to $99,900,000,000 in July. o

~ Well, wheén they make that statement you would be led to believe
that is taking out this particular thing that should not be considered.
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All you are saying is that, as I take it, you did not have any surplus
of $3,326 million. If you include ‘insurance and you include the
freight, ocean freight, and you take out the giveaways, you might
wind up on the minus side instead of on the plus side. That is what

you are saying. ‘ _

Mr. JONES, Yes, sir. - . _

The CHAIRMAN. And someb‘ggiv is debating, quarreling with you,
about what the trade policy will be, so you would like to get the
correct figures so that you would not be shot at with a $3 billion
surplus, but with a deficit. ' A

Mr. JonEes. We would also like to have our negotiators clearly
informed on this, as well. ‘ ,

The CHAIRMAN. I hope we can get some information. We are
sending one of our Senators over there to consult with those fellows,
We send a Senator over there from time to time, and I would suggest
that some of you fellows make a point to talk to Senator Hartke.
Be sure he understands this, because he'is going to make a trip over
there soon. We are going to be sending others, and we would like
for them to know what they are talking about so that when they
negotiate they will come up with the right answer. C

r. JoNES, I will be sure to send him a copy of our statement, sir.

The CHAIRMAN. Fine. Thank you so much, Mr, Jones.

(The prepared statement of Mr. Jones follows:) -

STATEMENT OF THE NATIONAL LIvEsToCK FEEDERS AssociaTioN By B. H. JoNEs,
ASSOCIATE SECRETARY-TREASURER ‘

The National Livestock Feeders Assoclation is' a voluntary, non-
groﬁt, non-political trade organization of persons engaged in. the
usiness of feeding and finishing livestock for the slaughter market.
Membership exists in twenty-three states, with major concentration

in the North Central States. There aro nearly one hundred State
and Local Livestock Fecders Associations affiliated with the National

Association. -~ - -

Tae NATIONAL LivEsTock FEEDERS AssociATION FirMLy SuppPoRTS THE INTENT
- or 8.J. Res. 115 anp 8. 3522

. 8. 3522, in contrast to S. J. Res. 115, applies only to -Agriculture, and is, there-
fore, more comprehensive with respect to Agriculture specifically. No doubt, the
entire foreign trade area is in need of clarification. We would like to see the
provisions in the Bill (8. 3522), which provide for coordination with interested
organizations in the administration of the Act, retained in the final version.

hen this Committee took on the job a couple of years ago of determining the
true situation with respect to meat and meat-product imports, the members of the
Committee will recall the frustration which existed with respect to the import
figures. There were at least four to five sources of published data, which were
impossible to reconcile, and from which it was difficult to make meaningful
breakdowns. o . ..

The Committece’s work contributed to the solution of the problem of several
different sources of data; and now, the Committee is in a position to contribute
toward the clarification of U.S. Agriculture’s competitive position in foreign trade,
and toward bringing about improvement in the compilation and distribution of
trade data and statisties by calling for: _ '

(1) A clear and distinct separation of exports for dollars from movement
under Goverinment-financed programs and under export payments; and:
‘ £i2) Calculation of imports on the same basis as used by most other trading
nations, | . ‘ ' .

Woe have been grossly coricerned for some time about the manner in which the
volume and the value of agricultural imports and exports have been reported to
policy-makers and for public consumption, We were encouraged by, and heartily
endorse, the knowledgeable comments made by Senators Dirksen and Sparkman
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with respect to the need for refinement and clarification of import and export
ggures. :
g‘}l|‘here are two main sources of distortion in the data and statistics readily
available tt{qpolicy-makers to industry, and to the publie in geaeral: .
¢ )] on-comparabiiity of data which results from the use of a different
method for recording and reporting import value than that used by most
other major trading nations of the world; and
(2) The unqualified use of the term ‘“‘exports” to cover all commodity and
product imovement from our shores, without adequate explanation as to
what the total figure includes—as the sponsors of the measures under con-
st(:;aration have stated, these figures should not be accepted without qualifi-
cation, .

Non-Comparability of Import Value.—As the members of this Committee know,

the method used by the United States in recording and reporting import value
differs from that used by most other major trading nations of the world; and,
therefore, the United States balance-of-trade figures are not comparable to those
calculated by most other major trading countries. This leads to false conclusions
as to the position of the United States relative to other nations.
, Sur&liy, the c.i.f. data should be made available to the Congress and to others
charged with policy-making in the foreign trade area and for general distribution
to the industries and the public; and a uniform system should be established
among c¢ountries to hold misinterpretation ‘to a minimum, and to give as true a
pleture as possible of the relative trading positions of various nations,

Use of Total “Export” Rzgure.-—The position of the United States in agricultural
trade has been seriously distorted through the use of the figure designated as
total exports——using this in direct comparison to the value of imports to calculate
Agrioculture’s balance of trade and to indicate the competitive position of the
United States in agricultural trade.

The total figure has been, and still is, widely used and publicized by the Secre-
tary of Agriculture and others without proper explanation of what it includes.
There have been numerous speeches and press releases of this nature; a ve?,
recent example is the U.S, Department of Agriculture release dated August 19
1966, a copy of which is attached to this statement.

Failure to explain the total export figure has led to the false conclusion that
U.S. Agriculture has enjoyed a favorable balance of (competitive) trade for some
yéars. This and other impressive and easily-remembered statements, such as:
‘the production of one acre out of every four harvested is produced for export’’;
“exports account for 179, of the total cash receipts from U.S. farm marketings" ;
“three-fourths of the U.S. agricultural exports are now dollar-earning commercia
sales’’; and the like are seriously miisleading and highly inaccurate in the “real
world”’ of foreign trade in agricultural products. Please note the play on words in
the use of “‘dollar-earning”—not dollar sales—and the term ‘‘commercial sales’,
which also includes products moving under export payments. .

When a businessman donates to a charitable cause, he does not enter the
amount of that contribution in the income side of his ledger; yet, this is exactly
what -the U.8. Government does in the case of certain agricultural shipments
abroad. For example, we give away a boatload of wheat, ship it to a foreign
Zomilt t’. and then credit its value to the credit side of the U.S. balance for

griculture,

As aresult of not being made aware of the “whole truth,’’ agricultural producers,
industry leaders and Government officials have reached a false and inflated
conclusion of the importance of foreign trade to the health of U.S. Agriculture. .

Referring back to the U.S. Department of Agriculture release dated August 19
1966, previously mentioned: the release announced an increase in agriculturai
exports for fiscal 1966. It contains the usual statements setting forth a very
enviable picture for U.S. Agriculture. Anyone reading and taking the release at
its face value would conclude that we are indeed in an excellent competitive posi-
tion. In fact, the release would seem to be solely for this purpose, rather than
cetting forth in a clear and concise manner the facts as they stand.

Details for fiscal 1966 on shipments under various forms of assistance are not
yet available to us; however, if we subtract the commodities which normally
move under export payments (wheat, cotton, rice, and dairy), we immediately
reduce the total figure of $6.7 billion, quoted in the release, down to $4.5 billion—
the equivalent of agricultural imports for fiscal 1966. Then, if we proceed to
figure import value hy includinf o.i.f., a8 nearly all other major trading nations
do, we end up with an $800 million deficit—and this does not allow for all of the
Government-financed movement—rather than the claimed $2.2 billion excess
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under imports.. (The estimated overage needed to cover o.i.f. was calculated at
the 17.5%, global average set forth in the statements which accompanied the intro.
duction of S.J. Res. 115.) e - L

To give the Committee an example of the great disparity in the picture painted
for Agriculture by the use of the total export figure, let us look at fiscal 1965, for
whioh we can search out rather complete (revised) figures. . A total export figure
of $6.1 billion was used and published for agricultural exports. This was com-
pared -to imports for consumption (not.including durable goods made from
agricultural products) of $4 billion. A closer look at the $6.1 billion figure
however, .reveals that nearl{ $1.7 billion moved' under Government-financ
programs and that over $1 billion of the sales desi§nated-as commercial salcs for
dollars moved with aid of export payments—making a total of $2.7 billion and
loaving only $3.4 billior of exports which moved with no Governraent assistance,
Tllllils gure compared to. agricultural imports, leaves a deficit of around $600
muiwon. .. . . st . . . “{_ . oo .

To go one step further, applying 17.5% c.i.f. to the im(rort figure of.$4 billion,
adds $700 million and leaves a deficit in agricultural trade of $1.3 billion, rather
than the claimed $2 billion favorable balance for U.8. Agriculture. _

-1t can be argued, of course, that at least some of the so-callei)d commercial sales
which moved with the.help of export payments would have been consummated
in the absence of such assistance.. ,We readily concede this; all'we are saying is
that this, volume, in fact, did not move without export help and this should be
made clear in any reference to agricultural exports. - L -
- It is true that the Department of Agriculture is currently breaking down ex-
ports into several categories, and we h %hly .commend those who were conscien-
tiously :eilgtaged in this work for the job being done. The fact sti}l remains, how-
ever,.that the information is not being furnished in a readily available and usable
forin to Corigress and others. The layman and the ininformed professional will
find it difficult to.properly, interpret the published figures. * - .

And the material being supplied to the news media is highly misleading from
ack of proper explanation and from improper emphasis on the tdtal export figure.
* With respect to livestock and meat, specifically, we would like to see the pub-
lished breakdown include the figures called for under the Meat Import Law
(flub}ictegaw 88-482), or at.least the basic figures from which these can be
calculated. ‘ , ' .

Favorable Commillee Action.—Weé respectfully urge the Committee to favorat .y
consider the proposed measures. ' = .. Lo :

(stct oopy]

‘UNITED STATES DEPARTMENT OF fAénlcULTURz, '
» : Washington, August 19, 1966. -

(For release Sunday, Aug. 21)

Agricultural Exports Set Record; Help Balance of Payments: _
. Becretary: of Agriculture Orville L. Freeman announced today that .United
States agricultural exports climbed to an all-time high of $6.7 billion in the fiscal
year that ended June 30. k :
. The 8coretary sdid the increase of more than $600 million—all of it in com-
mercial dollar-earning exports—was helpful to the U.S. balance of payments.
Farm exports in fiscal year 1965, at $6.1 billion, also were a record. ‘
. Commereial agricultural exports in the most recent fiscal year were twice the
size of competitive agricultural imports. On an over-all basis, total agricultural
exports were $2.2 billion larger than total agricultural imports.. o
. 'The 3 U.8. farm products in greatest demand by foreign consumers were wheat,
feed grains, and oilseeds, principally soybeans., Record exports of each in the
1980 fiscal year exceceded $1 billion. Actual exports were:

Wheat and fiour, $1,403 million; up 13 percent from the previous year.

Feed grains, $1,351 million, up 44 percent. -

Oilseeds and produots, $1,224 million, up 10 percent. - : o

Seoretary Freeman citéd the teamwork of the Department of Agriculture and
46 private trade cooperators whose sales promotion efforts in-71: countries were
an important factor in establishing the new export record. This promotional
effort showed up not only in increased sales of wheat, féed grains, and soybeans
but also in larger dollar-earning exports of hides and skins, fruits, vegetables, rice,
poultry meats, and meat and meat products. . - o
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‘Three-fourths of :U.8.. agricultural  exports' are now dollar-earning commereial-
sales; one-fourth are concessional t);pe,expo ts under the Food for Peace program.
Commercial exports rose nearly $700 million in-the 1966 fiscal year to a $5.1
billion total. 'The dramatic growth in' these exports is shown by comparisons-
with previous years: $4.4 billion in fiscal 1965, $3.5 billion in fiscal 1983, $2.5
billion in fiscal 1959. e o

.Japan continued to be the largest foreign buyer of U.S. farm products—$914
million in the year just ended. Japan, in recent years, hag been increasing such
g;;gn‘\j an average of '16 percent a year and soon may become U.S. agriculture's

lion<dollar customer.
- Other members of'the Big Ten cash buyers of U.8. farm Qroducts in fiscal 1966
were: Netherlands, $515 million; Cansada, -$482 million; West Germany, $476
million; United Kingdom, $436 million; Italy, $277 million; Spain, $201 million;
Jelgium-Luxembourg, $183 million; the, $142 million; ﬁenmark, $85 million,

Food for Peace exports continued in'fiscal 1866 to avert hunger and support"
¢conomic develo%ment in a number of less-developed countries. Such Govern-
ment program s “}gments totaled $1.6 billion, compared with $1.7 billion the
previous year. eat was the leading.product shipped, with food-short India

alone receiving 262 million bushels, . . v

U.S. agricultural éxports have been built to'a point where 1 acre out of evéry 4
of U.8. orop!>nd now. Produceg for export (78 million acres). -American farmers.
are exporting over half their production of wheat, rice, hides and skins, and dried
edible peas; over one-third of their soybeans, hops, tallow, grain sorghums, nonfat
dry milk, and prunes; one-fourth of their production of tobacco and raisfns, and
one-fifth of dried whole milk, cotton and lémons. -

U.S. farmers, the Secretary of Agriculture said, have. become the world's
biggest exporters, They supply over 20 percent of world agricultural trade.
Theﬂ get one-sixth of their income from exports, o ,

The impact of this big export movement i8 felt both on farms and in cities.
Hundreds of thousands of wage and salary earners make their living by back-
stopping U.S. agricultural production and exporting-operations, .

The’CaRMAN. The next witness is Mr. William Stoeffhaas of
the Bicycle Manufacturers Association. ,

If you will wait just a moment, I am going to read your statement,
and 1 will then let you summarize it.

If we cannot get the executive branch to give us the proper figures
to put this thing in perspective, I am going to have this committee do
it.. We will just do'it for them if they won’t do it, because these
figures ought to be there. B . N
q If you want to go ahead and summarize this statement, you may

0 80. - ‘ ‘ ' .

STATEMENT OF WILLIAM F. : STOEFFHAAS, CHAIRMAN, TARIFF
COMMITTEE, BICYCLE M_A’N‘UVFA,OTU_BERS ASSOCIATION, INC.

Mr. StoerFaAAS. My name is William F, Stoeffhaas. I am chair-
man of the Tariff Committee of the Bicycle Manufacturers Associa-
tion, Inc., and also-chairman of the board of Arnold, Schwinn & Co
of Chicago, Il o L : : L

Our association is composed of American bicycle manufacturers
who :.ccount for more than 96 percent of the bicycles producéd in this
country. _ . o

Our industry has been badly hurt by low-priced bicycles imported
from other countries in the past, and in recent years have yielded over
20 gercent of our domestic market to these foreign imports, despite
modernization of our industry and introduction of the latest techniques
of bicycle manufactyring. I . .

Further, it should be noted that 6.7 percent of bicyclés beirnig im-
ported into, the United States are coming in from Iron Curtain coun-
tries: under Communist-rule and there i1s every indication that this
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will Increase in the:future. Also, if the English -pound is devalued
again, as many think it will be, this will have a direct impact on the-
American bicycle industry by substantially incfeasin%limpo_rts‘xf of for-.
eign made bicycles into the United States as it did the last time the
pound was devalued. S :
. Therefore, we are deeply concernéd. that statistics compiled' by the
U.S. Départment of Commerce acguratély portray otr trade balancs, .
This is important to our membership because these statistics provide-
the basis upon which s executive departments of Government:and
the Congress evaluate the com Pcbitive standing of the United States
in world trade and maké policy decisions in thisarea,” For example, con-’
cossions are more likely to be made by our representatives at inter-’
national trade conferences such as GATT if they are led to believe: that:
we have, as'a nation, a rosy trade surplus rather than rio suiplusatall:
- The'statistics currently tabulatett by’the U.S. Dé%artmq?t‘ of Com-
merce are misleading in that they: fail to include. the cost of freight
and insurance in evaluating imports and they also fail to separate out
gooziss shipped abroad under governmental programs in valuing ex-
ports. - T A : o '
In 1965, the Department of Commerce reported exports of merchan-
dise from the United States at $26.56 billion, against imports of $21.36
billion for the same (})eriod. This rosy apparent trade surplus of ‘$5
billion, which would be erased by proper reporting, has resulted in
little attention and consideration being given to injurious imports of
various commodities from abroad. Ce
- Our official trade statistics have por_tragred. a handsome export
surplus ran%in%1 annually from $4.5 to $6.7 billion over the. past 4 or
5 years. Much of this trade surplus would be erased except for the
failure of our official statistics to include ocean freight and marine
insurance (cost, insurance, and freight) in calculating the dollar value

of imports into the United States. A o
'The cost at foreign shipping point, used by our, official statistical
reports (f.0.b.) 'is not the real cost; and very few: other countries
report their.imports on' the basis of foreign .value, as we do. .. This
hurts our industry particularly since bicycles are ‘t;eing imported in
large quantities from Japan, West Germany, Great Britain, and other
countries at freat distances where freight and insurance constitute &
substantial dollar amount. . If ,ije‘i[lght,. and insurance were added to
the current bicycle import dollar figures, the impact would be vory
substantial in Increasing those figures. We feel that freight and
insurance are a part of the cost of our imports and should be handled
that way statistically. In 1965, for example, this resulted in an

understatement of U.S. imports by some $3.7 billion. =~ :
It is suspected that the principal objection to the c.if. basis of
reporting lies in thé repercussions that might be expected to follow.
The Department of Commerce could no longer issue glowing reports
on the health of this country’s foreign trade and its competitive
standing in world markets. Such reports have been used in the past
in support of arguments that our foreign trade policy has been highly
successful and that our tariffs can-safely be further reduced drastically
without fear of serious economic consequences, o o
~ There is a second major.distortion in our trade statistics hecause
these statistics presently inclide all shipments (except military) made
under AID programs as well as the exports of -highly subsidized farm
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products such as wheat and cotton. If such-shipments, estimated.
at $3.5 billion, are added to the $3.7 billion cited above to account for:
freight and insurance, a distortion of $7.2 billion in our 1965 trade
picture is introduced. Thus, instead of & $5.2 billion trade surplus,*
we have a $2 billion trade deficit for 1965, - - : B

The obvious remedy is' to report our imports -on a c.i.f, basis and.
exclude from our ezc’%%rts the goods that we ship abroad under govern--
mental prograins. -~ We strongly support Serate Joint Resohition'116:
introduced by Senator Dirksen on Qctober 7, 1965, to achieve this
result. The-purpose of the resolution is not to change radically the:
methods of collécting statistics on our trade, but to provide industry,
Government, and the public. with statistics which will meaningfully.
reflect the true competitive position of the United States in inter-,
national trade. .
- We submit that the present method of reporting statistics results
in significant distortion of our trade balance and competitive position.’
We submit, further,- that these distortions have had the effect of
influencing our national trade policy.

If American industry is shown to not be in a favorable position
either with respect to imé)orts coming into this country or in com-’
peting for markets abroad, the economic feasibility of further tariff
reductions should be seriously questioned. As we pointed out earlier,.
our industry has relin uisheg over 20 percent of its domestic market
and we find it extremely difficult to compete abroad against low-priced
foreign bicycles. Our exports of bicycles to foreign countries are
almost nonexistent,. o

‘We ask that Senate Joint Resolution 115 be adopted so that realistic
statistics are available to guide our national trade policy in the future.

Thank you for allowing us this opportunity to present our views,

The CHAIRMAN. Thank you verﬁmuch, sir.,

The next witness is Mr. J. O. Hendrickson of the Cast Iron Soil
Pipe Institute.. : '

STATEMENT f OF JEROME 0. HENDRICKSON, EXECUTIVE VICE
PRESIDENT, CAST IRON SOIL PIPE INSTITUTE -

Mr. HenpricksoN. Mr. Chairman and members of the committee,

my name is' Jerome Hendrickson. I am executive vice president of
the Cast Iron Soil Pipe Institute, 1824-26 Jefferson Place, NW.,
Washington, D.C. _
. The Cast Iron Soil Pipe Institute is a national trade association.,
It represents 21 members of which produce about 95 percent of all
the cast iron soil pipe and fittings manufactured in the United States.
Approximately half of its members are classed by Government
standards as small business.

On March 9 and 10, 1966, at the Sheraton-Dallas Hotel in Dallas,
Tex., the Cast Iron Soil Pipe Institute passed unanimously at its
regularly constituted meeting the following resolution:

Whereas, the foreign trade statistics issued by the Department of Commerce,
which represents the official computations of our imports and exports, fail to
reflect the full cost of our imports by a wide margin, on the one hand, and over-
state our exports by inclusion of Foreign Aid and similar noncompetitive ship-
ments abroad, on the other;

Whereas, these practices have the effect of grossly exaggerating the competitive
standing of private American exporters in foreign markets, leading to official
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glg%n;)amotf'large annual export surpluses, ranging since 1960 from $4.5 billion to
Whereas, these surpluses were achieved by the statistical o!pgraﬁion recited
above whereby (1) oyr-imports are officlally recorded on their foreign value; or
f.0.b.,- foreign port of slﬁ%ment,}thus excluding freight 'and. insurance charges
incurred in transporting the goods to this'countr{,{slfhus undervaluing imports
some $3 billion, and:(2). our exports include all non-Military AID shipments, sych
-as-agricultural products sold for foreign ourrencies{ under, Food ,for Peace -pro-
gl(iam, tgr given away, and other transactions that do not reflect competitive
advantages; DR : S SR
 Whereas, the discrepanoy is so brodd that proper valuation of our imports
by inclusion of shipping costs, and stri;:f)lng our exports of subsidized and giveaway
shi&ments, would convert the so-called export surplus into a defigit; . .
hereas, the proposed 50 per cent tariff reduction under the Kennedy Round
is justified by our supposed hindsome export surplus,” ‘as reﬂectlnF & strong
competitive position in world markets which-in faoct, with the exception of very
fow products, does not exist; Lo
- Whereas, ‘continuation of the present method of computing our trade statistics
would perpetuate false assumption for the basing of our tariff and trade policy:

Now, therefore, be it . . _ ,
- Resolved, That 'the Cast Iron Soil Pipe Institute {n its regular meeting held
March 9 and 10, 1966, in Dallas, Texas, extend its:sulgport to S.J. Res. 115 and
H.J. Res:. 698 which, if enaocted, would require the Departments of Commerce
and Treasury to cause their reports on imports to reflect the CIF value or landed
cost of the merchandise in the future and to report separately all exports that
arise from AID shipments, governmental agricultural subsidies and similar trans-

actions. ‘

In addition, Mr. Chairman, I wear a second hat. I am the secre-
tary of the National Conference of the Plumbing-Heating-Cooling
Industry.  The national conference is an organization of the lead-
ng trade association executives who represent all segments of the
plumbing, heating, and cobling industry. L i
"‘On May 5, 1966, the national conference held its annual meeting
at the Madison Hotel in Washington, D.C. At this meeting, the
following resolution was passed with no dissent: o
* Whereas, the official trade statistics published by the Department of Commerce
have produced a false impression of the competitive strength of this Country in
foreign markets and of the ability of domestio industries to withstand import com-
petition within this Countty, because, on the one hand, imports have been syste-
matically undervalued, and on the other, exports exaggerated by inclusion of AID
and subsidized shipments to foreign countries; -~ - R

Whereas, the undervaluation of imports arises from the use f.0.b., foreign points
of shipment, ‘as the basis of valuation, while ocean freight and insurance charges
gre omitted, thus undervaluing the actual costs of impérts some.15 per cent to

0 per cent; T O o o

&hereas,'a correot valuation of imports and the separation of AID and other
governmentally assisted exports from competitive exports would reflect our true
competitive situation in the world, this | 2ing a deficit rather than a surplus posi-
tion in point of trade balance;- - e : " .

Whereas, 8.J. Resolution 116 and H.J. Resolution 696 would correct the mis-
leading rep-rts hereinabove referred to: Now, therefore, bé it o
M Resolved, That-the National Conference of the Plumbing-Heating-Cooling
Industry ip its annual meeting held May 6, 1966, in -Washinﬁton, D.C., declare to
support S.J. Resolution 115 and H.J. Resolution 696 and make known;this support
to the appropriate members of the House and the Senate of the United States.

Speaking both for the Cast Iron Soil Pépe Institute and the National
Conference of the Plumbing-Heating-Cooling Industry, I wish to
state that we are vitally interested in the foreign trade policy of this
country and particularly in the policy adopted toward tariff reduction.
Our products are subject to strong import competition and the more we
are exposed to it because of further tariff reductions, the more difficult
become our operations on a profitable basis. o
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Foreign trade policy is necessarilf ided by the present overall
state of our export-import balance, . If this is favorable, the inclination
‘will be to cut the tariff on the grounds that our industries are in a
_strong competitive %qsition. ‘ : ,

If this favorable balance is a false one, if it is greatly exaggerated
because of unsound statistical practices, the policy based on it will be
misguided. We simply ask that our import-export statistics faith-
fully reflect the actual competitive position of this country, not only
in world markets, but also in this country in the face of imports.

Thank you for this opportunity to present our views on Senate:
Joint Resolution:116, . ... . = : ‘

In summary, I would just like to say one thing. We simply ask
that our import-export statistics faithfully .reflect the actual com-
petitive position of this country, in the face of imports.

The CuAirMAN. Thank you very much.

Mr. HenoricksoN. Thank you very much, 4

The CaairmMaN. Mr. J. H. Hume here? Mr. Hume had asked to
testify, and if he wants to submit a statement we will print it later,
but apparently he is not here.

Mr. Clark Wilson, is he here?

Mr. STraCKBEIN. Just a second, Mr, Chairman, My name is
Strackbein, and I have a telegram from Mr. Hume. I have it with
me, in which he simpl asked me to state their support of Senate
Joint Resolution 115 without his actually making a statement.

The CHAIRMAN. Fine. Mr. Strackbein, if Mr. Hume wants to
send us a written statement on behalf of his group, W]:f’, we will, of
course, be glad to have it. We will print it in the record, and we will
keep the record open until Friday of next week for that purpose.

Mr. StrackBEIN. Thank you.

-The CuairmaN, Is Mr. Clark L. Wilson here?

Mr. WiLsoN. Yes, sir. -

The CHAIRMAN. I read your statement, Mr. Wilson, and I would
appreciate your summariging it. It is a good statement.

STATEMENT OF CLARK L. WILSON, CHAIRMAN, LEAD-ZINC
PRODUCERS COMMITTEE

Mr. WiLsoN. Mr. Chairman, I appear as the representative of the
domestic Lead-Zinc Producers Committes, representing practically
all of the domestic zinc mining:industry in the United States, and in
addition, a good portion of the lead and zinc smelting operations here
in the United States.

We appear in- support of the Resolution 115, as indicated in my
statement. We hope to same day appear before you on a real per-
sonal basis for some work that will be——

The CuairMaN. I think you might have one error in your statement
and I want to ask you if this is not an error.  You say here in the
middle of your fifth paragraph that Governor Herter said that:

Otir exports .exceed our imports by roughly $5 million which is persuasive

evidence that our producers, if given access to markets overseas, can successfully
compete to a very healthy degree.

.. Shouldn’t that figure be $5 billion? ,
Mr. WiLson. That is absolutely correct. .
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The CHAIRMAN. We will ¢orrect that, then:. -+ 7 =707 7.

Mr. WiLson. I appreciate your calling'my attention to-it. :

In summary, I would say, Mr. Chairman; that our indtstry has had
long years of trouble with import competition,: and ve feel that in-
correct reporting tends to increase these troubles, - ‘

We support 115 because ‘we believe it would call the attention of the

“QGovernment, as well, as iidustry, to specific: problems of specific

industries, and in so doing bring about a heglthier domestic industiy

grtxglt particularly many natural resource “industries in -the Unite

“States, o Lo ool s

I believe the statement details out particular“initérest in this, and

unless you have further questions I-‘Wiﬁsubmiﬁ'it. PO e

" The CHaigMAN. Let me just get this straight with'you ih What you

say over here on yoiir sécond to the last paragraph. "You say that, in

the second to the last paragraph, you say, that by leaving out the—
that by at least declaring valiie on f.o.b. basis-they make these lead .

‘imports appear to be $214 million. =~ -~ - . 7 “

< Mr. WiLsoN. Agdin, I should have-—this is million, that is correct.

The CualrMAN. Pardon me? ' . o
. Mr. WiLson. $214 million. =

‘The CuairmaN. That is right.

Mr. WirsoN. That is the correct figure. o

The CraIrMAN. But if you make them add the——

Mr. WiLson. Ten percent. : S

* The CrAIRMAN (continuing). Ten percent, then it goes up to about

$235 million. B o , o ‘

- Mr. WiLsoN. That is correct. = - - oo
The CuairMAN. So that that works:out to about $235 a ton. -
Mr. WiLsoN. Yes, sir. o _ ‘
The CrAIRMAN. As I understand it, you say' that our production

, cost here is about $280 per ton. - » o
Mr. WiLsoN. What 'l meant, Senator, is tdke our‘domestic prices

and compare the same tonnage a¢ a domestic:price valuation showing
that we also have—— o .

The CHAIRMAN. You do not mean $214 million and $235 million,
you mean $214 a ton, I takeit. . . _

Mr. WiLson. No, sir. The total imports were $214 million.

The CuairMmAN. I see, yes. - - ‘ S

Mr. WiLsoN. And this converts to' about $235 per ton. Since
there was an amount of 1 million tons of lead and zinc combined
imported Tl ' :

The CHalrMAN. I see.

Mr. WitsoN. What I ani sa{ring is that by the time you add insur-
ance, freight, duties, the fact that these things can be produced more
cheaply in foreign countries, we are up against a real stiff
. The CuairMAN. They can be produced more cheaply, but not

- much more cheaply, is that the point? They can produce the lead

and zinc in foreign countries because of their lower wage rate, but

. not as much cheaper as they pretend. In other words, the difference

" is not nearly as much. '

Mr. WiLsoN. They would like our prices over here, Senator.

The CrairMAN. I say they like to get our prices in our market.
This is what I boil this down to. ' . o

Mr. WiLsoN. Yes.

...... i
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. The CHATEMAN, But thére'is not as'much digpa‘riemhd not &s much
advantage to‘ﬁ’nor'tin‘g‘{th@tzlead"t)n'd zinc. by imaking it appear, as
,using these misleading figures, is. what you are saying. A
o Mr.-WiLson: Yes, sir. oo o R A
< The CuarrMaN, ‘All tight. - Well, thank you Vvery much; sir, - *
" '(The prepared. statement of Mr. Wilson follows}) .~ '
'StaTEMENT oF CLARK. L. WiLsoN, CrAiRMAN OF THE LEAB-ZINC PRODUCERB
vt o w COMMITTEE . e

)

-

I am Clark L. Wilson,’ Chairman of the Lead-Zinc Producers’ Committee.
‘Members of the Comthittee I represent account for at least 90%, of the doréstic
mine production of ledd and about 809, of the doniestic mine production of ziné.
The members of our Committéd also refine lead and zinc ores, produéing refined
Jead, slab zinc and some’'manufactured items. T T
" Mr. ‘Strackbein, Chafrmian of th: Nation-Wide Committee on Export-Import
‘Policy, has propérly and correctly called our attention to the fact that theré must
‘be a drastié review in the analysis of factors that are basic to the definition of our
balance of trade and its uge in the formation of a national trade policy. - .
" This was well suimarized in the conclusions of his 'discussion: of ‘this matter as
printed in'the Congressional Record of'October 7, 1965 in connection with the
introduction of S.J. Resolution 115. The Resolution would ‘require ‘that the
reports on imports into.the United: States include the Janded value of articles
imported; consistent with the current system in reporting imports by nearly all
other countries. ~ *~ =~ -~ U o R CT
. We can’'see'no reason’whatsoever for “kidding ourselves’ that a favorable cora-
mercial trade balance exists; when the.export-import statistics are not reported
on the same basis. - It js our understanding that the so-called ‘‘commercial export
surplus” of 1964 would acfually have been a deficit if irp(rorta were reported on a
-¢.1.1. "basis and ‘subsidized &gri¢ulture products were deleted from the list of
commercial exports. R : B
. If this was ‘‘just a statistical exercise,”’ there might-be no cauge for concern, but
this subject of an apparent United States surplus balance of commercial trade
is being used as a reason for our participation in the current Geneva negotiations
to reduce our import restrictions up to 50%. In April, 1963 beforé the Chamber
of Commerce Governor Herter commenteg as follows: “‘Our exports exceed our
imports by roughly $5 billion which is persuasive evidence that our producers if
given access to markets overseas can successfully compete to a very healthy
degree”. This certainly is not the case with our industry.

he United States lead-zinc industry is concerned with the general principles
and practice of our foreign trade policy as ours is a ?rime example of a domestic
business suffering from chronie import problems. would like to briefly .sum-
xlrllsg'ize our import experience as the background for our interest in S.J. Resolution

We have worked for years with the Congress, the Executive Departments and
the Tariff Commission to enact legislation that would provide an import control
program mutually satisfactory to the domestic producer and consumer, and to
the importer. Several members of the Senate Finance Committee are currently
active sponsors of legislation that would provide a lead-zinc minerals policy.

We do require substantial imports each year of lead and zinc ores and metal.
Our experience has been that whenever a world surplus of these metals exists, the
unneeded supplies flood our markets, the prices drop and our mines are forced to
cut-back and close. As the cycle of supply and demand reverses, our industry
cannot physically reactivate swiftly enough to respond to our needs and at the
same time the imported material seeks foreign markets, causing a further aggrava-
tion to a tight supplg situation. This cycle repeats itself with resulting damage to
all facets of the industry. A part of this cycle and the import problem is the
increased entry of manufactured lead and zinc items as world metal supplies
exceed demand. We know this happens from actual experience, as manufactured
items were imported as an “end-run” around the lead-zinc import quota limita-
tions during the period 1958-1965. We appeared before the Tariff Commission
and the Trade Information Committee in opposition to inclusion of any lead-zino
items on the list for Geneva negotiations, as any reduction in the duty for any
lead-zinc items will be detrimental to our United States industry.
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- In 1965, imports of unmanufactured and manufactured lead totaled approxi-
jmately.38'6,00 tons and for zinc approx{ telg 6“17.000 ,tpné.”tql‘his qognppam
‘with our ”egf)orts of all products at the rate of 34,000 tons for lead and 18,000 tons
for zino. The imports hnd a declared f.0.b. value of ‘approximately $214 million
and this entry value was understated by approximately. 10%, raising the total to
$235 million, Based on this corrected total, the value of the lead and zino im-
portéd averaged $235 per ton. Our United States average ¢ombined market price
value for the entry of thése lead-zino-products, is estimated at approximately $280
perton. From these figures I would emphasize the following two points: (1) the
isparity in production costs between-foreign and ‘domestic operations as illu-
strated, for example, by foreign wage rates that are a small percentage of ours,
does. not permit our industry to compete in world trade under normal market
; conditfor::i, and (2) the atatistics of declared entry value do not tﬁive the correct
import’information, One fact is quite apparent; using trade balances, be they
correct or incorrect, as an argument to reduce United States import taritfg will not
be an incentive worth considering as far as the lead-zinc.export trade is concerned.
. Mr. Chairman, our industry has been seeking g reasonable solution to equitable
‘sharing of our market since 1950, sicce we recognize that some imports of unmanu.
factured lead and zino are required to serve the United States consumer. How-
ever, we must have zeglistio import controls and correct reporting of the imports
that affect our industry. Wa urge enactment and implementation of S.J. Resolu-
tion 116, as an important step in recording and understanding the correct position
.of our commercial trade balance. I ) .
j The CrATRMAN. We will continue ¢liese hearings tomorrow, and Mr.
Strackbein will be one of our first ‘Wwitheésses when we meet tomorrow.
Thank you very much, gentlemen. - The Senate has been very busy
‘today, and it has been difficult to keep Senators in this committes
room, but we will see to it that they all know about this, and we look
look forward to seeing you tomorrow at 9 o’clock. We will bo recessed
until 9 o'clock tomorrow morning. :
" '(Whereupon, at 3:40 p.m., the committee recessed, to meet at 9 a.m.,
‘on Thursday, September 1, 1966.) ‘ ' : ‘
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“ ComMrrTrE ON FINANCE, ~
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"~ The committee ret, ,l‘ptirsu‘ant, to notice, at 9:00 a.m., in rgom 2221,
New Senate Office Building, Senator Clinton P. Anderson, presiding.
Present: Senators Long (chairman), Anderson; and Dirksen. = =
_Senator ANDERSON. The hearing will come to ‘order. B
- Today we conclude hearings on Senate Joint Resolution 115 ‘and
on S. 3522,  These measures would providée us with statistical data
relating to imports which.is not available at the present. Yesterday
we héard from Government witnesses. Some of ‘them told us'the
present systém is satisfactory because that is the. way. balance-of-
‘payments statistics should be kept. That is just fine. The bills. be-
ore us would not change b‘alance‘-of—’pa{jﬁ'meﬁts statistics. They relate
to balance-of-trade statiétics. There is a gap in the available mate-
rial, and we are not being furnished with information which would
‘close this stdtistical gap. = - o I ,
"Today we have witnesses representing both importers and doifiestic
.interests. Their testimony will help us view the statistical issue in

1

proper perspective. , :
~ Qur first witness this morning is Mr, Q. R. Strackbein of the Nation-
Wide Committee on Import-Export Policy. @ '

You may take a seat and begin your statement, Mr. Strackbein. .

STATEMENT OF O, R. STRACKBEIN, CHAIRMAN, THE NATION-WIDE
‘ COMMITTEE ON IMPORT-EXPORT POLICY

Mr STRACI'(BEI_N. Mr. Chairman, I have a statement, a part- of
which I would like to read into the record.

Senator ANDERSON. The rest of it will be carried in full.

MI;i STRACKBEIN. And the remainder I would like to have in the
record. v o :
' gena‘tor ANnpERSON. You may have your full statement in the rec-
ord, - , : ,

_ Mr. STRACKBEIN. Yes, but I would like to summarize it and go over
it , o '
" Senator ANpERSON. Go right ahead. : )

Mr. STrRACKBEIN. Tirst I want to say that this statement is in sup-
port of Senate Joint Resolution 115 which calls for modification of the
official export and import statistics released periodically by the De-
partment of Commerce. : ,

107
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The need for the proposed changes is most urgent if the Congress
and the public are to be ‘Properl informed of the competitive status
of American industry and agriculture in world trade.

Present practices in reporting both exports and imports serve to con-
ceal rather than to.illuminate the ﬁt nding of this ggﬂgry’s industries
and agricultural pursuits’in world ‘markets and ‘within this country
vis-a-vis imports. L

The misleading character of these statistics arises from two principal
sources: TR SN AT Ab EE AR

1. Our official export statistics include shipments under AID,
Public Liaw 480, as well as so-called commercial e\:l:f)ort,s of wheat,
wheat flour, raw cotton and other subsidized agricultural products,

_~+:2, .0ur official import statistics are based on f.o.b. values,

: ,fqreiﬁp point of shipment. Therefore they. do not include ocean
" freight and marine insurance. -~ ' .
" The magnitude by which this practice undervalues our imports is
under dispute; but it is substantial. Tabulations of trade between
this country and Japan, and this country and the United Kingdom
indicate a heavy distortion of the balance if the freight and insurance
chqr%ees on imports are omitted from our statistics; and they are
omitted. I should like to present for inclusion in'the record an analy-
sis of this trade to show the distorted effect produced by failure of this
country to include freight and insurance charges, while both countries
do include these charges in their official import statistics, =

So at this point if I may, I would like to introduce into the record to
follow this statement an analysis of our import and export trade with
the two countries mentioned; namely, the United Kingdom and
Japan, and the purpose of this is to illustrate what happens as a result
of our practice of collecting import and.export statistics on oné hand
and the practice followed by those two ‘countries, I mean, just to
illustrate.- . . . S ,

When we ship to Japan let us say & billion dollars, just in round
numbers, that.1s our export .figure, Japan, when they report their
Mrw from ‘the United States, this comes out at about $1,230
million by virtue of the fact that tfley do include freight and insurance
incurred in shipping from the ports of this country to the ports of
entry in Japan. :

_ Now, on the other hand, when Japan ships to us a billion dollars,
the same amount as we shipped over there, let us say, just for purposes
of illustration, we record the import from Japan at a billion dollars,
that is to say, we do not add this ocean freight and iusurance. ‘So
that on the face of it, it would appear that we had enjoyed a favorable
balance of trade with Japan of about 23 percent or some $230 million.
Japan has over the years, until 1965, apparentl{ enjoyed—Ilet me put
it the other way: the United States has apparently on the basis of these
statistics been enjoying an export surﬁlus in our trade with Japan in
recent years until 1965 when even on the basis of current f.o.b. compu-
tation, that is, not including the c.i.f. figures on our imports from
Japan, we ran a deficit of some $400 million in our trade with Japan.
ow, had the insurance and freight been included in our ﬁﬁures on
Japan, this deficit would have been more like $750 million rather than
$400 million. But up to last year, it appeared from our statistics and
the Japanese statistics that we had been enjoying an export surplus
in our trade with Japan, whereas in fact, if we tabulated imports from
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Japaii on a c.i.f! basis we woiulld have incurred 'a deficit over a period of
3ior 4 years, ' SR T B

-+ Senator ANDERSON. The committee ‘will be glad to receive those
because Senator Dirksen was asking yesterday; if we: just took a
couple of countries, or one country, you have done a fairly exhaustive
job with Japan.” R L
- Mr: STRACKBEIN. And I have the same thing with: respect to"the
United Kingdom. T Coo T o
- Iwant to make this further observation. - According to the répre-
sentative of the Department of Coinmerce who appeared yesterday
as & Witriess, their estimate was that the'difference between f.0.b. and
cif. range from-8 to 10 percent, and I have concludéd it would be
nearer ‘17)4 percent, taking these two countries as an example, and
axiriving at a global figure by giving -a weight of zero to'Canada and
Mexico. . - : -

- Now,; there is quite a difference between 8 to 10 percent and 17%
percent. ' - . - ‘
P I would like to have an explanation‘from the Departments ¢oncerned
in this- why the differential between f.0.b. and c.i.f. as noted here in
our trade with England and Japan. - In the case of Japan'it was about
22 percent. In the case of England it was about 23 percent.

at else would the British Government or the Japanesé Govern-~

ment in computing their imports from the United States, what else
would they put in there, what other items besides freight and insur-
ance, that would swell that difference from 10 percent to 22 or 23 per-
cent? There is no explanation that I can'see other than that they add
freight and insurance and other charges incidential to shipping:
Mind pou, these statistics that I quote from Japan and England—
these statistics are from the official publications of those two countries.
~ Senator ANDERSON. My attention was just ‘called to the fact thé
Tariff Commission did list the steel situation as 17 percent which
agrees with your figure. : S

Mr. StrRACKBEIN. That comes much closer to my figure. I was
going to refer later to a tabulation Eresented yesterday by the Tariff
Commiission in which they showed the differential there between f.o.b.
and c.i.f. around 16 percent which does come near, but that related
only to steel. ‘ : L

Senator ANDERSON. We appreciate your suggestion and there are
many questions I assume that will need further answers and the staff
will prepare those. Thank you very much for that suggestion. -

Mr. STRACKBEIN. Now, then as I say here, the magnitude b
which this practice undervalues our imports is under dispute but it 1s
substantial. Tabulations of trade between this country and Japan
and this country and the United Kingdom indicate a heavy distortion
of the balance if the freight and insurance charges on 1mports are
omitted from our statistics, and they are omitted.

Most countries, it should be added, follow the British and Japanese
practice.

Now, comments on the two foregoing points mentioned follow:
First, as to the exaggerative effect on our exports produced by inclu-
sion of foreign aid shipments and agricultural exports generated by
governmental subsidies extended to certain crops, such as wheat and
and cotton, a few comments are in order.
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. As'a measure of competitive standing the need . of subsidizing in:
order to export is a direct demonstration of our inability to compete.
on the basis of the prevailing domestic prices. Otherwise there would
be no need of a subsidy. R e
.. With respect to agricultural products—you as a former Secretary of
Agriculture, Senator, are certainly familiar with the extent of the
subsidization of wheat and cotton to make it. Kossib]e to meet the
world prices on exports from this country—with respect to agricul-
tural products, to repeat, two breakdowns are necessary to arrive at
what might be called straight private competitive exports.

. First, exports under Public Law 480, food for peace, et cetera,
represent one element that should be stripped from the total. When T
say should be stripped from the total I mean in order to arrive at the
commercial - competitive exports. T o

These exports, that is, those under Public Law 480, and so forth,
are paid for wholly or in great part by this country.. Second, large.
volumes of wheat, wheat flour, and cotton are exported through
commercial channels, which is to say, outside of foreign aid; but.they-
are subsidized to the.point of meeting world prices. Therefore they-
should not be included in export statistics if these, that is, the export.
statistics, are to reflect our true competitive standing in world markets.
for these products. o . -

. 'The fact is that:the export figures as presently reported have been
used and continue to be used as evidence of our favorable competitive.
standing. It is this practice that is objectionable; and it cannot be:
halted so long as the present statistical practices in this field remain
unchanged. : -

. Official statistics- that lend themselves to misleading public use.
without the possibility or likelihood of rebuttal because there is no
ready access to the underlying facts, are an invitation to misrepresenta--
tion. When the statictics are safely ‘used in this fashion to sub-.
stantiate public policy, or employed advantageously, but unjustifiably,
in shaping of great issues, the importance of having at hand statistics.
that reflect the realities in the case is readily appreciated. The
Congress is entitled to them without having to go behind the statistics
to test their _intggnltﬁv and validity by time-consuming researches.
Official statistics should be above suspicion. The public is even more-
he,li)less than the Congress in this respect, I may say the public has
no legislative reference service at its beck and call such as the Members.
of Congress do have. : ‘

-- The public must receive official statistics on faith. Moreover, if
the taint of unreliability infects official statistics in a field as important.
as foreign trade, public confidence in all official statistics will suffer.
Without such confidence, good government itself will break down.

We now proceed with an analysis of our export statistics.

Agricultural exports in the year ended June 30, 1965, totaled $6.09
billion. Of this total $1.6 billion were exports under Government-
financed programs. Beyond that exports of $1 billion were made
‘‘with export payments.” .. The total of these two types of trans-
actions was therefore $2.6 billion. This left $3.5 billion exports in
the form of private commercial sales without subsidy. In the same
period imports of agricultural products amounted to $3.9 billion, or-
some $400 million more than our private competitive exports.

Now, Mr. Chairman, I would like to point out that the Department.
of Agriculture in their publicity lay claim to a rather handsome export.
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surplus but when it is analyzed in this fashion, we see what the surplus
consists of. It shrinks. T S
It is sometimes said that other countries also subsidize their exports.
No doubt this is true to a degree, but-as for their subsidizing their
exports to penetrate this market with coffee or bananas, or with tea,
spices, cocoa -beans, cane sugar, leaf tobacco, which :represent well
over half of ‘our agricultural imports, the contention is without sub-
stance. -~ I give a citation here as to the souree of the statistics I have
.quoted above and they are found in the “Foreign Agricultural Trade
of the United States’’ published by the U.S. Department of Agri-
oulture, June 1966, table 1, page 7, in the event that anyone wishes to
yerify - the statement. = : o o

Exports under AID are, however, not confined to agricultural

products. In 1964 nonagricultural - merchandise exports financed
y US. Government grants and ca%tal totaled $1.4 billion. That
again is taken from sources of the Department of Agriculture and

cited here. =~ ‘ ‘ « :

Added to the $2.6 billion of agricultural products that move out
under governmental assistance and foreign aid, the total of assiste
-exports, including the nonagricultural, comes to $4 billion, '

t should be said here that the Department of Agricultur¢ has at
least produced the statistics necessary to arrive at the foregoing con-
-clusions. 'The professional staff is to be commended for its integrity.
However, once produced, these statistics seem to be carefully dis-
regarded and left buried in obscure publications that for some reason
the newspapers also leave unexplored. Official statements emanating
from the top officers of the Department are unsullied by the unsavory
fact that our competitive commercial exports of agricultural products
are at a deficit—even when imports are reported not on their landed
value but on their foreign f.o.b. value. Instead, great claims are
‘made about the success of the export efforts of the Department. The
‘public is not sufficiently versed in the underlying facts to question
the validity of the exaggerated claims. Therefore false notions about
-our status in world agricultural trade abound, unjustifiably optimistic
and complacent. , '

Now we may turn to the import side of the equation.

The failure to include freight and insurance in our official tabulation
of import values distorts our trade balance by minimizing the cost of
imports and therefore swelling our export balance unjustifiably.

o repeat, nearly all other countries do report their imports on the
c.if. basis; and this serves a better purpose in reflecting the true
state of affairs. An example, urelyll\xlfypothetical, will help to explain
this statement. I will not reag this, Mr. Chairman, because I covered
that verbally at the outset. '

Senator ANDERSON. You commented on that Freviously.

Mr, STRACKBEIN. So we turn to the middle of page 6. Because of
this odd practice of ours, Japan is able to say that she imported $230
million more from us than we imported from her; and she can prove
it by our official statistics. That $230 million, of course, represents
the difference between the $1 billion of our exports to Japan and the
wey that she computes her imports by including insurance and freight
which amount to $200 million. -

- Senator ANDERSON. If this were properly reported, do you think
the million dollars would about balance on both sides?
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.. Mr, STRACKBEIN. No. Agtually: our. exports to' Japan last year
were $2 billion point some fraction and ‘6ur imports were $2.4 billion,
That is on our basis of ¢computation. As I said before, while that
shows .a_deficit on our part of $400 million, if we included insurance
and freight from Japan to the United States, this deficit would be
more in the neighbérhood of $630 million rather than $400 million,

We are shown as en&oying an export surplus in our trade: with
Japan. That is up until. 1965 it was so shown, even though de facto
we were incurring a deficit. - . L _—
. Needless to say such unfounded claims have been made repeatedly
not only by Japan in the past but by England and other countries,
to whose interest it was to cast this country in the role of an unrecon-
struoted: high tariff offender, as a . means of obtaining onesided tariff
concessions.from. us in GATT conferences. Our State Department
not once to.the knowledge of this witness publicly called attention
these many years to such statistical sleights of hand. PR

In 1965 we imported more from Ja{)an than she bou%hb from us
even on - the ‘distorted basis just explained. Imports from Japan
were $2.401 billion while our exports to Japan were $2.041 billion;
leaving a deficit. of nearly $400 million. Had our imports been
reported on a c.if. basis, as it should if the actual cost of the im-
ports had been reported, the deficit would have been nearer $750
million I said a minute ago, $630 million. Depending on what
figure you use, you see, what percentage you use attributable to freight
and insurance. Here I used 15 percent, whereas, actually, I think,
according to the statistics that I have offered for the record, it was
actually 23 percent. But since that is under dispute, it probably
would. be better to take the conservative view of it and say it was
something along this magnitude.

There are those who say that there is no distortion because we also
report our exports on an f.0.b. basis; point of shipment. We do;
and it is the proper basis, since the exporters are paid on that basis,
Bﬁ the same token, importers pay on the c.i.f. basis. Their bill, the
bill the importer pays, is the landed cost. It is not the f.o.b. price
foreign port of shipment. Transportation and insurance companies,
foreign or domestic, collect the charges incurred in moving the goods
to or from the other countries. However, our exporters do not pay
these charges unless they happen to quote a delivered price, but then
their net is still the value of the goods at the port of shipment. If the
exporter elects to quote a delivered price, that does not enhance his
net return on the goods. :

Howover, exporters do not pay these charges while importers do
pp.KT these charges as a part of the cost of the goods.

ow, yesterday, one of the witnesses, I think it was from the De-
partment of Commerce, said that if we insist on com})utin our imports
on a c.i.f, basis while we compute our exports on an {.0.b. basis, port of
shipment, this would result in an asymmetrical result, unsymmetrical,
asymmetrical, meaning the same thing, I presume.

Now, as I see it, that is not the case. We are concerned with
establishing the competitive standing of American producers, Ameri-
can manufacturers, in world markets on the one hand, and their
standing in the face of imports within this market. Now, when we
import goods, the goods do not cost f.o.b. Liverpool or f.o.b. Yoko-
hama. They cost the importer what it takes to lay those goods down
in this country. That is what he is out of pocket.
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-Now, when-we ship.abrodd, the exporter, even - though-he may quote
a delivered price, .and I think that.is a rather rare practice, his com+
p;my receives.as payment for the goods the price laid down at the port,
of export. .. - .. = o b _ S o
) Sglll)ator ANDERsSON, Mr. Strackbein, the problem is we have.got
about seven or eight witnesses. I hope you will more or less sum-.
marize:the rest of your paper. . : ,

. ‘Mr. StrackBEIN.. Right.. Now, as for the freight and insurance
‘charges, these do show in the balance of payments, of course, and
there as to whether they dre a credit to us or a debit to us depends on
who carries and who insures these imports and exports, and:in the
transportation, we are running a deficit of about $200 million a year.
As you probably are aware, our merchant marine carries only slightly
over 8 percent of.our total international trade. - So in the balance of
payments, this figure will show, but we are talking about the balance
of trade and trying to arrive at the competitive position of our pro-
ducers in this country. o

Senator ANDERSON. Just summarize if you will. - .

Mr. STRACKBEIN. Yes: I am looking through here now to see just
where I can pick up again. - o

I arrive at a figure—one was the exaggeration of our exports. by.
inclusion of certain items such as AID which we feel should not be
included. We do not say. they should not be reported. Of course
they should be reported. But there should be a separate report which
shows a net, commercial competitive trade. So by subtractincﬁ from
the exports this figure, I think it was $4 billion, and then adding to-
the imports to bring them to a c.i.f. basis, we reach the conclusion
that the discrepancy is about $7.2 billion instead of an export surplus
of $5.2 billion. That is to say, there was & deficit of $2 billion, the
difference between the $5.2 billion claimed as a surplus:on the one
hand and the $7.2 billion distortion in the statistics. So instead of
having a surplus in 1965 in our exports of $5.2 billion, we ran a deficit
of $2 billion on the basis of private commercial competitive trade.

In 1966 it would appear that the deficit, computed on this basis,
would be about $3 billion. | i

That this country is in fact in a2 weak competitive position is evi-
denced by two phenomena.

1. The U.S. share of world exports of manufactured goods has
shrunk 20 percent in the past 10 to 12 years. Half of the shrinkage
has occurred since 1660. This does not mean an absolute shrinkage;
rather it means that other countries have been gaining relentlessly at
our expense. Half of the shrinkage has occurred since 1960 and still
continues.

2. American investments in other countries have been running at
an unprecedented level. This phenomenon of itself is an indication
of the strenuous efforts of industry to become competitive in foreign
markets by operating from within those countries rather than shipping
from this country,

The great exception to our recession as an exporter of manufactured
products is found in industrial and electrical machinery and equip-
ment. This is to be expected because our foreign plants draw heavily
on American machinery. If machinery were excluded from the
statistical calculation our weakness in foreign markets would be
greatly accented. In nearly all classifications of finished consumer
goods we are in a weak position.
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- Mt, Chairman, our official’ trade statistics: run‘ the perilous .risk ‘of
inducing not- only complacency and blindness in a matter of great
national implications, but lead to the notion that our tariff ¢an safely
and beneficially be further reduced under the Kennedy round. This
follows from the de¢eptive notion' that we enjoy a-handsome export
smiplus and can well afford a generous sharing of our bounty.

t is an indefensible statistical practice that produces the blinding.
and misleading effects that are so clearly and obtrusively visible in
our official foreign trado reports. L '

Senate Joint Resolution 115, perhaps modified in some of its aspects
to avoid undue cost and labor, would make:it possible to read our
foreign trade reports without becomirig drunk with optimism and
beinig' misled onto unfortunate policy trails. No legislative pro-
posal could have a much better reason for early enactment. -

" ‘That concludes the statement, Mr: Chairman. I thank you for
thé opportunity to te*é‘tifz; X B ST

Senator ANpERSON, Thank you. Be sure to give us that pamphlet
on the calculations., . - - o -

* Mr. STRACKBEIN. Yes. - May I point out that just now, August
1966, the Office of Overseas Reports, U.S. Department of Commerce,
OBR 66-09, table 1, page 3, is an account of the U.S. merchandise
trade from 1958 to 19656 and shows export surpluses; 1963, of $5.3
billion, 1965 of $5.2 billion, and no mention whatsoever is made of
the basis upon which these surpluses-are calculated. In'other words,
the practice continued in spite of the fact that the Commerce Depart-
ment has been on notice and has been made aware of the complaints
about this kind of report. : : ‘

Senator ANpERsON. Thank you very much.

(The prepared statement and material submitted by Mr. O. R.
Strackbein follows:) ‘ ' ‘ -

PREPARED STATEMENT OF O. R. STRACKBEIN, CHAIRMAN, THE NATION-WIDE
- CoMMiTTEE ON IMPORT-EXPORT PoLicy

- This statement is in support of 8.J. Res. 116 which calls for modification of the
%ﬂicial export and import statistics released periodically by the Department of

ommerce. . _ ' . ,

'The need for the proposed changes is most urgent if the Congress and the public
are to be properly informed of the competitive status of American industry and
agrirulture in world trade. : )

Present practices in reporting both exports and imports serve to conceal rather
than to illuminate the standing of this country’s industries and agricultural pur-
suits in world markets and within this country vis-a-vis imports.

This misleading character of these statistics arises from two principal sources:

1. Our official export statistics include shipments under AID, Public Law 480,
as well as so-called commercial exports of wheat, wheat flour, raw cotton and other
subsidized g{{l;ricult,uml products. . o

2. Our ofticial import statistics are based on f.0.b. values, foreign point of ship-
ment. Therefore they do not include ocean freight and marine insurance.

The magnitude by which this practice tindervalues our imports is under dispute;
but it is substantial, Tabulations of grade betyeen this country and Japan, an
this country and the United Kingdom indicate a heavy distortion of the balance
if the freight and insurance charges on imports are omitted from our statistics;
and they are omitted. I should like to present for inclusion in the record an
analysis of this trade to show the distorted effect produced by failure of this
country to include freight and insurance charges, while both countries do include
these charges in their official import statistics. : :

Most countries, it should be added, follow the British and Japanese practice.
~ Comments on the two foregoing points will follow. - .

»
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First, as to the exaggerative effect on our exports produced by inclusion of
Foreign -Aid ‘shipments and. agricultural exports generated by governmental
subsi ,esdextended to certain crops, such as wheat and cotton, a few comments
are in order. . . L

As a measure of competitive standing the need of subsidizing in order to export.
is a direct demonstration of our inability to compete on the basis of the prevailing
domestic prices. Otherwise there would be no need of a subsidy. .

. With respect to agrioultural products two breakdowns are necessary to arrive at

what might be called streight private competitive exports.* First, exports under
P.L. 480, Food for Peace, etc.; represent one element that should be stripped from
the total. These exports are paid for wholly or in great part by this country.
Second, . large volvmes of wheat, wheat flour ‘and cotton are exported through
commercial channels, which is to say, outside of foreign aid; but they are subsidized.
to the point of meeting world prices. Therefore they should not be included in.
export siatistics if-these are to reflect our true competitive standing in world
markets for these products.. . o -

The faot is that the export figures as presently reported have been used and.
continue to be used as evidence of our favorable comPetitive standing. It is this
practice -.that is objectionable; and it cannot be halted so long as the present,
statistical practices in this field remain unchanged. TR
* Official statistick that lend themselves to misleading public use without the
Posslbility or likelihood of rebuttal because there is no ready access to the under-
yin(f facts, are an invitation to misrepresentation. When the statistics are safely.
used in this faghion to substantiate publio policy, or employed advantageously but
unjustifiably in shaping of great issues, the importance of having at hand statistics.
that reflect the realities in the case, is readily appreciated. The Congress is.
entitled to them without having to go behind the statistica to test their integrity
and validity by time-consuming researches. Official statistics should be above
suspicion. The publio is.even more helpless than the Congress in this respect.
It-must receive officlal statistica on faith. Moreover, if the taint of unreliability
infects official statistics in a field as in‘;Port.ant as foreign trade, public confidence
in all official statistics will suffer. ithout such confidence good government.
itself will break down. . v

We now proceed with an -analysis of our export statistics.

Agricultural exports in the year ended June 30, 1965, totaled $6.09 billion.
Of this total, $1.6 billlon were exports under ‘‘ Government-financed programs.”
Beyond that exports of $1.0 billion were made ‘“with export payments.”” The
total of these two types of -transaction’s' was therefore $2.6 billion. This left
$3.5 billion exports in the form of private commercial sales without subsidy. In
che same Period imports of agricultural products amounted to $3.9 billion or some
$400 million more than our private competitive exports.

It is sometimes said that other countries also subsidize their exports. No
doubt this is true to a degree, but as for their subsidizing their exports to pene-
trate this market with coffee or bananas, or with tea, spices, cocoa beans, cane
sugar, leaf tobacco, which represent well over half of our t‘\lgricultuml imports,
the contention is without substance. (Foreign Agricultural Trade of the United
States, U.S. Dept. of Agriculture, June 1966, Table 1, p. 7.)

Exports under AID are, however, not confined to a%}-icultural products. In
1964 nonagrioultural merchandise exports financed by U.S. Government grants.
and capital totaled $1.4 billion (FO"@lSi} Agricultural Trade of the United States,.
U.S. Dept. of Agriculture, July 1965, Table 1, p. 8.)

Added to the §2.6 billion of agricuitural products that move out under ggovern-»
mental assistance and foreign aid, the total of assisted exports, including the
nonagricultural, comes to $4 billion. : .

It should be said here that the Department of Agriculture has at least produced
the statistics necessary to arrive at-the foregoing conclusions. The professional
staff is to be commended for its integrity. owever, once produced, these
statistics seem to be carefully disregarded and left buried in obscure publications
that for some reason the newspapers also leave unexplored. Official statements
emanating from the top offices of the Department are unsullied by the unsavory
fuct that our competitive commercial exports of agricultural products are at a
deficit—even when imports are reported not on their landed value but on their
foreign f.o.b. value. Instead; great claims are made about the success of the
export efforts of the Department. The public is not sufficiently versed in the
underlying facts to question the validity of the exaggerated claims. Therefore
alse notions about our status in world agricultural trade abound, unjustifiably
optimistio and complacent.



116 FOREIGN TRADE STATISTICS:

Now we may turn to the import side of the equation. e

- The failure to include freight and insurance in our official tabulation of import
values distorts our trade valance by minimizing the cost of imports and therefore
swelling our export balance unjustifiably. ‘ )

To repeat, nearly all other counties do report their imports on the c.i.f. basis;
and this serves a better purpose in reflecting the true state of affairs. An ex-
amrple. purely hypothetical, will help to exli')l.a n this statement.

wet us say that we sell to Japan $1 billion in goods of all kinds. This is the
amount of money otr exporters will receive for their sales to Japan. Our exports
to Japan will then show up as 81 billion in our official trade statistics.

When tiiese goods redch Japan their cost to Japanese importers will not be
$1 billion but more nearly $1,230,000,000 indicating an enhancement of $230
million which would represent shipPing, insurance, and handling costs. Japan
will then report imports at $1.23 billion from the United States.

When on the other hand, Japan exports to us $1 billion she records her exports
to us that sum, f.o.b. po{nt of shipment, such as Yokohama, We, however,
unlike Japan, also record our imports of these goods-at $1 billion, .althouﬁh they
obviously cost us, not $1 billion, but something in the magnitude of what our
exports of a billion dollars to Japan cost her importers, which is to say, about
$1,230 billion, ‘ '»

" Because of this odd practice of ours, Jz(zipan is able to say that she imported
$230 million more from us than we imnported from her; and she can prove it by our
official statistice. We are shown as enjoying an export surplus in our trade with
Japan! Necedless to say such unfounded c¢laims have been made reﬂeatedly not
only by Japan in the past but by England and other countries, to whose interest
it was to'cast 1his country in the role of an unreconstructed high tariff offender, as
a means of obtaining onesided tariff concessions from us in GATT conferences.
Our State Depurtment not once to the knowledge of this - witness publicly called
attention these many years to such statistical sleights of hand.

In 1965 we imported more from Japan than she bought from us even on the
distorted basic just explained. Imports from Japan were $2.401 billion. Our
exports to Japan werc $2.041 billion, leaving a deficit of nearly $400 million,
Had our imports been reported on a c.i.f. basis, as it should if the actual cost of
the imports had been reported, the deficit would have been ncarer $750 million.
- There are those who say that there is no distortion because we also report our
exports on an f.o.b. basis, Foint of shipment. We do; and it is the proper basis,
since the exporters are paid on that basis. By the same token, importers pay
on the c.i.f. basis.. Their bill is the landed cost. Transportation and insurance
companies, foreign or domestic, collect the charges incurred in moving the goods
to or from the other countries. However, our exporters do not pay these charges
while importers do pay them as a gart of the cost of the goods.

In point of fact this country has incurred a deficit in international trans-
portation since 1958. (Statistical Abstract of the United States, 1965, Table
1222, p. 8566.) This is not surprising since American flag vessels carry only about
Sx%iof our total trade. However, the balance of trade is not concerned with
who colleots the freight and insurance. This is a matter that pertains to the
balance of payments and not the balance of trade.. While trade is the predomi-
nant item in the balance of payments, it is a separate operation. We are con-
cerned about the competitive standing of our industries and agriculture in the
field of foreign competition. The items in the balance of payments that consist
of services, transportation, investment flow, tourist trade, cte., are not a part
of the balance of trade. This has to do with exports and imports of merchandise.
Competitiveness is a question of what we get for exports and what we pay for
imports in comparison with other countries. The balance of payments has other
«oneerns, ‘

The undervaluation of our imports, to repeat, is substantial. 1 believe that
the percentage is at least 156%. Indications are that it is higher, if we explore
the difference between Japanese and British reports of our exports to those
countries, which to them are imports from us, on the one hand, and our exports
to them, as reported by us, on the other. This difference over a period of three
years, has averaged between 209, and 25%,. This is to say when these countries
report our exports to them as their import from us they come out with a figure
over 20% higher than our exports. If there are other elements of cost in those
official foreign trade reports of Japan and England to explain the wide differential
on grounds other than freight, insurance and other shipping costs, these should be
isolated and exposed to view. - '
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Until that is done, the estimate of 15% as representing a global average per-
oentvagebf.pplicable to our imports to bring them to the true cost level, seems
reasonable. ’

If we use that percentage our total 1965 imports, instead of being at the level
of $21.3 billion should have been recorded as $24.5 billion or $3.2 billion above the
officially reported level.

If we add this undervaluation of our imports to the overvaluation of our exports
(84 billion{ we come to & discrepanocy of $7.2 billion. Instead of an ex;I)ort surplus
of $5.2 bilifon as reported for 1985, there was a deficit of $2 billion. In 1966 the
deficit, at the present indicated level of imports and exports, will be well over
$3 billion on the basis adoBted here instead of a surplus of $3.9 billion, as recently
estimated on the basis of Department of Commerce reports.

That this country is in fact in a weak competitive position in world markets is
evidenced by two phenomena:

1. The U.S. share of world exports of manufactured goods has shrunk 20%
in the past ten to twelve years. Half of the shrinkage has oceurred since 1960.
This does not mean an absolute shrinkage; rather it means that other countries
have been gaining relentlessly at our expense, Half of the shrinkage has occurred
since 1960 and still continues, )

2. American investments in other countries have been running at an un-
precedented level. This phenomenon of itself is an indication of the strenuous
efforts of industry to become competitive in foreign markets by operating from
within rather than shipping from this country. .

The great exception to our recession as an exporter of manufactured products
is found in industrial and eleotrical machinery and equipment. This is to be
expeoted because our forcign plants draw heavily on American machinery. If
machinery were excluded from the statistical calculation our weakness in foreign
markets would be greatly accented. In nearly all classifications of finished
consumer goods we are in a weak position, :

Mr. Chairman, our official trade statistics run the perilous risk of inducing not
only .complacency and blindness in a matter of great national implications, but
lead to the notion that our tariff can safely and beneficially be further reduced
under the Kennedy Round, This follows from the deceptive notion that we
gnjoyt a handsome export surplus and can well afford a generous sharing of our

ounty. .

It is an indefensible statistical gmctice that produces the blinding and misleading
effects that are so clearly and obtrusively visible in our official foreign trade re-

orts,
P S.J. Res. 115, perhaps modified in some of its aspects to avoid undue cost and
labor, would make it possible to read our foreign trade reports without becoming
drunk with optimism and being misled onto unfortunate policy trails. No legisla-
tive proposal could have a much better reason for early enactment.

CoNCEALMENT OF U.S. GrLoBar CoMPETITIVE LAg

By O. R. Strackbein, Chairman, The Nation-Wide Committee on Import-Export
Policy, September 15, 1965

The international competitive position of the United States has been the sub-
ject of controversy in recent years. The predominant theme has been that this
country is indeed competitive as shown by the continuing high surplus in our
merchandise export-import account. In 1964 this surplus was $6.9 billion
higher thay in 1963 when it was nevertheless a very comfortable $5 billion an
in 1962, when it stood at $4.3 billion. There was a ‘healthy” growth, it was
said, from year to year; and, on the face of it, that was true. ence the easy
conclusion that all was well in our foreign trade merchandise account.

Only those who are familiar with the make-up of our balance of payments
account were in a position to question the validity of the glib assumption that
an export surplus in our merchandise account automatically was cause for exuber-
ance,

The question is of concern bacause the status of the U.S. competitive capacity
in international trade has a vital bearing on our trade policy, among other aspects
of foreign economic policy, and on the employment problem of this country.

. In order to test this status several aspectis of our trade balance will be examined
ere: _
1. The make-up of the export surplus;
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2. The basis of import-tabulation used by this country compared to that
of other countries, and the distortion caused by it; ‘ o
3. The balance in receipts and payments in export and import, transpor-
. tation (shipping); X g :
4. The declining share of world exports enjoyed by this country. in recent,
years; : o - - _
5. The trend in our exports and imports of manufactured products.
These five headings will be examined in the order of their appearance.

I. THE MAKE-UP OF OUR EXPORT SURPLUS

As mentioned above, our export surglusages of the rFast. three gears have ranged
from $4.3 billion to $6.9 billion (the 1964 surplus). he year 1964 may therefore
be selected for examination because that surplus was the highest of recent year..

- While the surplus does not include military aid shipments, it does include AID
and Public Law 480 shipments plus the so-called ‘‘commercial” exports of wheat,
wheat flour, raw cotton, rice, dairy products, eto., that although not a part of
AID or P.L. 480 shipments, were nonetheless subsidized shipments, and cannot
therefore be considered as evidence of the positive competitive capacity of either
our industry or agriculture. ‘ A

In 1964 (fiscal year ended June 30) exports of agricultural products “under
Government-financed programs’” amounted to $913 million. Those exported
“‘with export payments’’ but recorded as ‘‘commercial sales for dollars’” amounted
to an additional $1,380 million: wheat and wheat flour $604 million, cotton $530
million, milled rice $132 million, and smaller amounts in dairy products, tobacco,
oil seeds and products, and peanuts. \

The two combined, i.e., oxports under “Government-financed programs’ and
“‘commercial gales for dollars’” .‘‘with export payments'’, were $2.293 billion,
(See Foreign Agricultural Trade of the United States, May 1965, U.S. Dept. of
of Agriculture, p. 7.) , ‘

Turning now to our exports of nonagricultural products, the 1964 (calendar
gear) oxports 'financed by U.8. Government grants and capital’” were $1.407
‘ 1gllli\on.i Ié‘oreign ggj;ricultural Trade of the United States, July 1965, U.S. Dept.
of Agriculture, p. 8.

* If the two are combined we find that $3.7 billion of our exports agricultural and
nonagricultural (the first category during the fiscal year 1963-64 and the second
for the calendar year 1964), were not private commercial unsubsidized transac.
tions, as they must be if they were to represgnt competitive sales. " (The lack of
dovetailing of the two sets of statistics, with an overlap of six months is not
regarded as serious. If agricultural exports bulked larger in 1964 because of sales
of wheat to Russia, 8o did total 1964 exgorts.)

If the $3.7 billion of exports are subtracted from the total surplus of $6.9
billion, the latter is reduced to $3.2 billion. No doubt our export surplus could
be increased beyond the $6.9 billion if we elected to subsidize yet more exports.

2. THE BASIS OF IMPORT-TABULATION USED BY U.8. COMPARED WITH OTHER
COUNTRIES

The United States tabulates its imports on the basis of f.o.b. value, foreign
port of shipment, or, in any case, without addition of insurance and shipping
charges to -U.S. port of entry. N’early all other countries on the contrary, do
compute their imports on the basis of cost, plus insurance and freight, or o.i.f.
- The difference is appreciable. With the exception of Canada and Mexico, the
cost of insurance and shipping charges range from some 15% to 269%,. Of total
imports some 20% come from these two countries. Therefore an average global
percentage would need to be reduced by 209, in order to reflect the omission of
these two countries.

Two other leading countries among our trading partners by which a test ma
ll;e run are Japan and England. Each of these records its imports on a c.if.

asis.

Our cxports to Japan, of course, are the same as the Japanese imports from us.
Therefore if we set down our exports to Japan over a three-year period, such as
1962-64, and match these exports with the Japanese imports from us during the
same years, the difference between the f.o.b., our port of export, and the c.if.
value, Japanese port of entry, can be ocalculated. By coven‘ng three years the
distortion caused by goods in transit in either direction at year’s end and year’s
beginning, will be minimized. The following table will show the value of U.S.
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szports to Japan as computed by the United States and the value‘of Japanese
imports from this country, as tabulated by Japan. ' ' - A

3

{Dollars in thousands)
- : = =+ U8, | Japaése | Difference
Year' : exports to imports (percent)
; apan’} | from U.8.1

T TR $1,415,000 |  $1,809, 000 4218
1963 oo T 1,714,000 | 2,077, 000 1212
98 o 1,008,000 | 2,336,000 +22.4
BY0aT LAY - oo cee e oo ecme o aem e esaeemmemaane 5,037,000 | 6,222,000 +23.5

1 U.8. official tabulation. . .
3 As tabulated by Japan on ¢.1.1. basis,

From this table we see that our exports to Japan were enhanced in value an
average of 23.56% during the three-year period of 1962-64 as a result of Japanese
tabulation of her imports on a o.i.f. basis rather than f.0.b. U.8. port of export.

According to this tabulation Japan imported $1.185 billion more from us
during the three-year period than our statistics show as U.S. exports to Japan
during the 1962-64 period. L

If we now examine our imports from Japan, first as reported by our official
import statistics and then by adding to those figures a percentage equal to the
Japancse addition to our exports to them, i.e,, by adding constructed shipping
insurance and shipping costs, we will arrive at a groper basis for striking a trade
balance between the two countries. The next table will show U.S. imports from
Japan, as tabulated by U.S., together with what the values would be laid down
at U.S. port of entry if the insurance and shipping charges westward were the
same as eastward to Japan from the U.S. The same percentages of increment or
increase resulting from the calculation in the first table will be used. Thus will
the cost of U.S. imports from Japan approximate the c.i.f. value, U.S. port of
entry. This will place our imports on the same basis as Japanese imports from
this country.

{Dollars in thousands)
Year United States im- S8ame import if |Amount of increase
ports from Japan ! | enhanced to o.1.1.2 (percent)
1082, e cececcacccmccsconcccscasanconasnencnne $1, 357,000 $1 000 27.8
1988 LI 1, 408, 000 l:ggiooo 21,3
B 1, 769, 000 2, 185, 000 2.4
3-year total . oo ciiciiiiccancaas 4, 624,000 5,714,000 238

1 As recorded by United States on f.0.b., foreign point «{ exportation,
3 By same pereeyntage a8 Japanese impor'ts exoeedg?l our vxports.

If next we show U.S. exports to Japan as computed by U.S., as already shown
in the first table, and match them with U.S. imports from Japan on the con-
structed c.i.f. basis as shown in the immediately preceding table, we may strike
our trade balance with Japan in the same manner as Japan and most other coun-
tries strike their trade balances: -

{In thousands} -

. -~ |United States|United States'

Year exports imports |Unlited States

to Japan from Ja{)an deficl
(c.i.f.) -

31,412,000 $1, 734, 000 $319, 000
1,714,000 1,815,000 101, 000
1, 908, 000 2,165,000 257,000

8-70ar t0ta). e o eeeccecciancecaancaaceem e ccseaeaanas 5,037, 000 5,714, 000 A 677, 000
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The next table will show the balance of trade between United States and Japan
as computed by United States and disseminated as the official trade statistics by

the U.S. Department of Commerce.

(In thousands of dollars)
United States| United States A{:&mnt
Year exj)orts fmports |Unlted States
to Japan from Japan surplus

1062, o ceieiceccicccacccccmcmeccecacaaccmcnacrecseacaaseanaan 1, 415, 000 1, 357,000 58, 000

1003, ccceccieccccccccircnccrceccecmcscrarrccssncrasanarananne 1, 714, 000 1,468, 000 21
1964 L - L l.cog,’ooo 1, 733000 133:%
3-year tOtAl . e ereeeereerenrnrenneneaan e eernamnnnanen 8, 037, 000 4, 624,000 413,000

Our official three-year export surplus in our trade with Japan in the amount of
The 1962 surplus of
$58 million becomes a deficit of $319 million; the surplus of $216 million in 1963
becomes a deficit of $101 million, and the 1964 surplus of $139 million is changed

$413 million is thus converted into a deficit of $677 million.

into a deficit of $257 million.

Yet, all this time our national policy has been based on the erroneous notion-
that Japan, struggling as she was, was somechow unable to overcome the deficit

in her trade with us.

Japanese market than Japan was in the U.S. market.

f we keéep in mind, further, that Japanese imports of U.S. raw cotton was
highly subsidized by this country as a means of selling abroad and that the same
was true of our exports of wheat and wheat flour to Japan—not indeed as a matter
of foreign aid, but as a matter of being competitive in world markets—the deficit
in our trade with Japan assumes even greater proportions.

we exportcd to Japan $130 million of cotton and
410, 1964, U.3.

110 million of wheat.
xports, Dept. of Coinmerce.) These exports are recorded as.

We were evidently on the face of it more competitive in the

In 1964, for example,.

(See F1

“cornmercial sales’’ by the Department of Aﬁriculture, and no doubt correctly

so, but they were not sales that demonstrate

our economic competitiveness.

Added to our constructed deficit of $257 million in our merchandise trade with
Japan in 1964, the total deficit rises to $497 million so far as private commercial

unsubsidized exports are concerned.

With respect to our merchandise trade with the United Kingdom the situation

is quite similar.

Department of Commerce and United Kingdom imports from us
We shall again use the three-year periox’l

official U.K. sources.

First we shall again show U.S. exports, as reported by the U.S.
as reported by
of 1962-64 so.

that the year-end and year-beginning distortions caused by goods in transit in

both directions ~will be minimized:

[Dollars in thousands}
United United
States Kingdom
Year exports imports Difference -
to the from (percent)
United United
Kingdom ! States?
10962...c.0cnceeeccaccacnsoccncnrascncacnccancacanacacsnnansnnces 1, 074, 000 1,333, 000 +24.1

1083.. . eccececemcecatccanccanaacasaenaremcseaenancansanan 1, 161, 000 1, 395, 000 420, 0*
1064, cienicviacncaccarecancanocnsacmcansancscacsanccsncncs » 468, 1, 790, 000 +22.0°
B-year total.eu.eeccacaencaccccacancacennmcnncccncacens 38,703, 000 4, 518, 000 +22,0-

t Unlted States official tabulation.
3 As tabulated by the United Kingdom.

From this table we see that the value of the U.K. imports from the U.S. in.

creased in value by an average of 22.0
the o.i.f. tabulation base used by the

% during the three-year period as a result of
K. According to this tabulation the U.K.

imported $815 million more from us during this period than we exported to her,

f.o.b. U.S. port of export.

Next we shall examine our imports from the U.K., first as reported by our official

import statistics and then by adding the percentages by which the

.K. imports.

exceeded our exports (representing the cost of insurance and shipping charges)..



FOREIGN TRADE E£TATISTICS 121

‘This will give us an equal base for determining export surpluses or deficits in the

“two-way trade. The assumption is that the charges for shipping from the U.K. to

the U.S. is virtually the same as in the reverse direction. e will add to cur
import figures from the U.K., which are f.o.b. U.K., the same charges the U.K.
adds to our exports in order to arrive at the c.i.f. basis: .

{Doller amounts in thousands}
U. S, S8ame imports Amount of
Year imPorts from the| raised toc.l.f.? |increase (percent)
Unfited Kingdom!
.y J $1, 005, 000 $1, 247, 000 24.1
1083 o ceeccemcrccccicanececmcucs cmesccmccacacans 1,079, 000 1,204, 000 20.0
1064 . o ceemcanccccsoraroacacccccncsccnaconaannncann 1, 141, 000 1, 306, 000 22,0

1 Asreported by United States on f.0.b, basis, foreign point of exportation.
3 Placed on o.1.1. basis, U.8. port of entry, by use of percentages shown in preceding table.

Next we set our exports to the U.K,, as computed by the U.S. for the same pe-
riod against the calculated U.S, imports from the U.K. asshown in the immediately
preceding table. It will then be possible to draw a balance in our trade on a
roughly even basis with the U.K. method and that of nearly all other countries.

{In thousands of dolars]
United States United States
Year exports to the imports from the U.8. deficits

United Kingdom ! | United ll(}!’lgdom,
et

1962 oo e e me e 1,074, 000 1,247, 000 173, 000
1963 .. LIIIIIIIIIIIIIIIIII 1,161, 000 1,294, 000 133, 000
1964 LTI 1, 468, 000 1, 396, 000 372,000

TOLAY -« oo aee e e am e nae 3, 703, 000 3,937,000 234, 000

1 According to U.S. tabulation,
3 As constructed and previously explained.
$ Surplus. o

The final table shows the apparent surplus in merchandise exports enjoyed by
the U.8. during the years 1962-64 according to official U.S. statistics as published
to the world, to Congress and the American people:

[In thousands of dollars]
United States | United States
Year exports from | imports from Apparent
. United the United Surplus
Kingdom ! Kingdom 2
b{: o7 S SN 1,074,000 1,005,000 69, 000
1963, e eccemecececcamemcaacacecmem————- , 164, 1,079, 000 82,000
1964 e e cccecccmccccccnccscacccocaneaemuan 1,468, 000 1,141,000 327,000
TOtA). ccnececcccccccaecccccncasscacaracncnnacaneasn 3,703,000 3,225,000 478,000

1 Official U.8. exports (exclusive of “sgeelal e;tegorles” or military supplies). '
1 Official U.8. imports, (Statistical Abstract of the United States, 1064, table 1129; and Overseas Busi-
ness, OBR 65-20, U.S. Department of Cominerce, April 1963.)

Here we see an apparent three-year surplus of $478 million converted into a
deficit of $234 million. Yet, again, the world has been allowed to believe that we
have been enjoying a comfortable surplus in our trade with the United Kingdom,
thus demonstrating & competitive prowess we do not possess.

As in tho case of Japan, among our exports to the United Kingdom are subsi-
dized items such as cotton, wheat and rice, much lower, however, than our exports
of these items to Japan. In 1964 the total for the three products was some $60
million, and these should not be counted as demonstrating our ability to compete
commercially in the U.X. market.
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" ‘It is difficult to obtain reliable im‘pox‘t-exr?qrt Statisticé for purposes of meéasuring
"U.S. irade with Western Europoan countries other than the U.K,, because desti-
nations are not always known, ‘Shipments to interndl countries with no seaports
‘are often creditéd to the countries where the goods are landed. ' Goods may then
be transshipped, thus maximating exports to some countries while understating
t}ll)gse tc; other countries. Trade with Japan and the U.XK. is not as subject to such
.aberrations. . . . . S ) )

The contiguity of the United States to Canada and Mexico also offers a problem
in any endeavor. to reach a global mark-up that would bring our import statistics
onto a par with those of other countries. About 20% of our imports come from
these two sources. While some shipping charges are inocurred on-shipments from
-Canada and Mexico to this country, they are small compared with those incurred
{from countries lying farther away. In arriving at a global factor or percentage of
‘inflation to be applied to our total imports & reduction of 20% should be made to
account for our imports from Canada and Maexico. -

If we calculate an average of the two countries we have tabulated, i.e., 8 mark-
up of 23.59%, on our imports from Japan and 22%, on those from the United King-
dom over the 1962-64 period, we arrive at 22,76%. If we subtract 209, from this
'22.76%, to account for Canada and Mexico, we arrive at 18.20%.

It would seem safe to saythen that a %obal percentage of 17149, should be a‘fair
aﬁ)proximatio'n to the actual difference between the U.8. import figures and what
they would be if we converted to a ¢.i.f. basis. - - g

It must be kept in mind that some European countries use a lower percentage
when converting their own imports from f.0.b. to c.i.f. France is reported to use
10%. Such lower conversion factors are justified in those instances in which
most of the trade comes from near rather than far countries. For example, in
1963 of Western Europe’s $63.2 billion of total exports, $40.4 billion went to
Western Europe, or very nearly two-thirds. In the EEC countries $25.8 billion
in exports of a total of $37.5 billion also went to Western Europe. Therefore
the conversion factors used by the European countries to convert from f.o.b. to
o.i.f. do not apﬁly to the United States. Qur factor must be appreciably higher
becaise, with the two exceptions mentioned, all other imports come from farther
away. Some 809, of our imports come by ocean transportation, over half of it
from Europe, Asia and Africa in 1963, thus incurring heavy shipping costs.

We may now with reasonable confidence apply a global conversion factor to
our total imports. '

In 1964 total imports by the United States, for consumption, were 18.6 billion.
If the conversion factor of 17149, is used, ti)i,s total will be increased by $3.25
billion, bringing the total to $21.85 billjon. . N ~

Our total 1964 merchandise exports were $25.3 billion. (Survey of Curren
Business, U.S. Department of Commerce, July 1965, p. 8-2.) Thus our export
surplus would fall to $3.5 billion from $6.7 billion.

If we now bring forward the ecalculation that showed that of our total 1964
exports the $3.7 billion that moved under {he various categories of Governmental
assistance, we are left with a global deficit of $200 million in our private unsubsidized
commercial merchandise export account.

3. THE BALANCE IN RECEIPTS AND PAYMENTS FROM SHIPPING CHARGES

It might be thought that this deficit might be overcome by the earnings of
our merchant marine in carrying our trade and that of other nations. ,
The day of such surpluses disappeared in 1958 when it shifted from a surplus
of a bare $2 million to a growing3 deficit. - This reached $113 million in 1959 and
after some zigzagging rose to $300 million in 1963. In 1950 receipts exceeded
%zyments by $215 million; in 1955, by $102 million. (Statistical Abstract of the
nited States, 1964, Table 827.) his decline has occurred despite shipping
subsidies that have grown from $133 million in 1959 to $226 million in 1963.
(Ibid., Table 524.) 4 , .
These accumulations bring the trade deficit to some $725 million in 1963.

4. U.S. DECLINING SHARE IN WORLD EXPORT TRADE

‘The share of the United States in World Exports has declined markedly in
recent years. With two principal exceptions this shrinkage has been borne pre-
dominantly by manufactured products. Because of the high degree of sub-
sldization in one form or another, the exports of agricultural products have ex-
panded, thus demonstrating that our exports respond to the foreign aid and other
methods by which this country pays for or helps pay for the exports. 1955
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sgricultural exports were $3.2 billion; in 1964 they had doubled to $6.3 billion.
n the same period imgorts went only from $3.9 billion to $4.0 billion. ,

- By volume total U.S. exports rose from an index of 100 in 1958 to 126 in 1963.
World exports in the same period moved from 100 to. 141. Our agricullural

rts rose to 165 during the same period in value. .

u;i‘(;le following table shows -the extent to which exports by volume have in-
creased more (the United Kingdom among the leading trading nations excepted)
from other countries than from the United States:

[Index: 1058=1001]

Couniry . . © 1868  Couniry 1688
United States.__.._... memcm——— 126 fFrance. . - o oo 162
United Kingdom __.____.__._____. 120{Belg-Lux._ ... 173
Netherlands_ . __.._.._ e c 149 Japan. oo e eeaa 198
Sweden. - o ____.__. 181 [ Italy. - 206
West Qermany... .. oo ooooo 1561 Canada. . . . aaoaao 133

1 Statistical Yearbook, United Nations, 1064, D. 487 f1,

"In the g:me period our imports went from 100 to 133 or 7 points higher than
our exports,

From 1953 to 1963 the U.S. share of total world exports declined from 19.09,
to 15.0% or by 20%. From 1958 to 1963 it declined from 18.3%, to 15%, or by
18.2%. This means that our lag began in the late 1950's.

5. TRENDS IN EXPORTS AND IMPORTS OF MANUFACTURED PRODUCTS

With respect to exports of manufactured goods the United States did less well
even than with exports as a whole. The next table will show the trends in exports
of manufactured goods from 1958 to 1963, where 1958=100:

(Index: 1958=1001)]
Ezxports of Manufactured Goods

Country 1068  Counlry 1068
United States. .. ____ .. ____..__ 117 France. . oo o eeaas 165
United Kingdom_________.___.____ 118 Belg-Lux_ . . ... 161
Netherlands. . ... ____.____ 162 | Japan_ ... 209
Sweden. - oo mo oo _ 163 | Ttaly. . e 235
West Germany.___._____.________ 155 | Canada_ - ______.___ 134

18tatistical Yearbook, United Nations, 1064, p. 496,

Here again the United States lagged spectacularly behind all the other leadin

industrial countries (except the United Kingdom) in exports of manufacture
roducts. Whereas our total exports had increased to 126, our exports of manu-
actured goods rose only to 117, and both lagged far behind Europe and Japan.,

If we turn to exports of manufactured products other than machinery and trans-
port e%uipment (mostly automobiles), we find that the U.S. share between 1958
and 1962 declined from 19.19, of the world’s total to 15.49,. Total world exports
of such manufactures increased 379, that of the United States, only 10.7%.
(See Statistical Yearbook of the U.N., 1963, p. 468. The 1964 Yearbook dropped
this table.) In these statistics Canada was combined with the United States,
but this fact could he regarded as producing only a minuscule effect.

Even though U.S. exports of chemicals increased from $1.438 billion in the
1956-60 period to $1.922 billion in 1963, our share in world chemical exports
dropped by 179, from 1955 to 1962. (Statistical Abstract of the U.S,, 1963 and
'64, and Statistical Yearbook of the U.N., 1963.)

With respect to machinery and transport equipment the decline was from 349,
of the world’s total exports in 1955 to 269, in 1962, a decline of 23.5%,. This
group includzs automobiles. The U.S. share has fellen sharply in the exportation
of automobiles in the past decade. However, our machinery exports have pros-
pered in recent years in response to heavy direct foreign investments. (Sce below.)

If further evidence is needed to demonstrate the U.S. lag in international trade
in manufactured goods by volume, it may be found in the trend of hoth our
exports and imports compiled by the Bureau of International Commerce, U.S,
Department of Commerce. By an index in wh.ch 1957-59=100, our exports of
crude foodstuffs rose from 104 in the 1956-60 period to 158 in 1963 (prel.). This

68-666—66——9
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represented the ugward swing of our exports of subsidized agricultural products
and Public Law 480 shipments,

During the same period our oxports of finished goods rose from 101 to only
113—a marked contrast. The one rose 689%,; the other only 13%.

The opposite trend was visible in our imports. Crude foodstuffs rose from 98
to only 107. By contrast imports of finished goods rose from 100 to 152, (See
Statistical Abstract of the United States, 1964, Table 1230.) Imports of semi-
manufactures went from 100 to 132. Crude material imports virtually stood
still, moving from 99 to only 101.

If these trends are translated into employment it will be appreciated that the
are very adverse to this country. Trading of unprocessed goods for finished good{
:ﬁ represe.x&t;ed by the recent trend, is not productive of employment, but quite

e opposite.

There can be no doubt about the unenviable status of the competitive prowess
of the United States in world markets. If we examine export trends a little more
closely the deplorable position of most of our manufactured products, exclusive
of muchinery other than automobiles, will become apparent.

Machinery exports have boomed because of our heavy investments in foreign
productive facilities. In 1964 we enjoyed a “favorable’ export balance in machin-
cry to the extent of $4.7 billion. Exports of machinery exclusive of automotive
and aircraft rose by $2.34 billion from 1959 to 1963.

The only other item showing a large surplus was in chemicals, one of $1.6
billion, a Iarge part of which consists of raw material or semimanufactures. If
these two items, in which our export surplus was $4 billion, are removed from our
calculation it follows that our trade in virtually all other nonagricultural items
must have left us with a higher deficit and a much greater lag in relation to
world exports than might be guessed from the total balance.

According to detailed export-import statistics for 1962 (U.S. Statistical Ab-
stract, 1064, Tables 1222 and 1223), our exports recorded a deficit over imports
with respect to a long list of broad catc%orics. The total of this deficit was $4.6
billion, The greater part of these deficits were recorded by petroleum ($1.3
billion), nonferrous metals (copper, lead and zine, ete.) ($560 million and paper
and manufacturers ($516 million). If subtracte(i from the $.4.6 billion deficit
this nevertheless left $2.1 billion in our trade deficit in exports of a long list of
items including rubber and manufactures, cotton and wool manufactures, saw-
mill produets, wood manufactures, steel mill products, heverages end related
products, leather manufactures, meat and produects, fish and products, silk
and manufactures, toys, athletic and sporting %oods, precious metals, jewelry
ctc., leather, and stone, cement and lime—all of which recorded export deficits
in 1962, even by U.S. tabulation. .

That the deficit has grown in recent years may be seen from a comparison
with the 1956-60 period. At that time the deficit was $3.3 billion averaged over
the five-year period, compared with the §4.6 billion deficit of 1962.

If we again climinate the three leading deficit items, i.e., petroleum, nonferrous
metals and paper and manufactures, the 1956-60 deficit drops to é1.3 billion.
It rose to $2.1 billion in 1962,

A change in statistical compilation by the Department of Commerce pre-
vents comparison of the preceding statistics with those of 1963 and 1964. ow-
ever, the excess of imports of “other manufactitred goods’’ not including machin-
ery, automobiles, petroleums and chemicals, rose from a mere $57 million deficit
in 1058 to $1.68 billion in 1964. This confirms the trend. Nevertheless we went
into another tariff-cutting round in 1960,

CONCLUSION

The foregoing analysis must lead to drastic revision of several factors that are
basic to policy formation of a national trade poliey. :

1. The United States has been running and continues to run a deficit instead of
enjoying a massive export surplus, as generally believed, in its merchandise export-
import account in terms of private commercial unsubsidized exports.

2. We are in a growing deficit position in the exportation of many of our broad
product classifications, other than machinery and transport equipment, foods,
crude materials and minerals. In some of these we are also running a sharp
deficit: petroleum and nonferrous metals.

3. Our imports have been shifting from raw materials toward finished goods
and semi-finished goods to the detriment of industrial employment in this country.

4. Our exporis have been shifting toward agricultural products and raw mate-
rials, plus machinery in the field of manufactured goods. Machinery exports have
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been stimulated by our heavy foreign investmen:s, which in turn reflect the
reaction of our industries to our noncompetitive status at home and abroad

vis-a-vis foreign competition.
5. Our éxports have become increasingly dependent on governmental assistance

of one kind or another. -
6. Further tariff reductions should be shelved until our industries regain their

one-time competitive status at home and abroad.
Senator ANDERsSON. Mr. Steinberg.

STATEMENT OF DAVID J. STEINBERG, SECRETARY AND CHIEF
ECONOMIST, COMMITTEE FOR A NATIONAL TRADE POLXCY,

INC.

Mr. STEINBERG. Good morning, gentlemen. My statement is brief
and I do not expect to need, for the formal presentation, the 15 minutes
which the committee has graciously allocated to me.

I am David J. Steinberg, chief economist for the Committee for a
National Trade Policy. The committee speaks for no specinl interest
concerned with any particular sector of U.S. production or trade.
Our sole concern is the development and preservation of a trade polic
that advances the national intérest of the United States. Our testi-
mony in this hearing deals only with trade policy considerations, and
reflects our belief in freer international trade.

We are in opposition to this proposed resolution for many reasons,
including the following:

(e¢) The proposed changes in the recording of U.S-trade data are
not only of no significant value in determining the U.S.-trade balance,
the international competitiveness of U.S. goods, or the effect of im-

orts on the American economy; the additional information required
in recording imports of specific products would involve significant
burdens on American importers and consequently generate obstacles
to trade expansion.

(b) We question the clear purpose of the many economic interests
supporting this proposed resolution; namely, to get the Government
to record import and export statistics in ways that serve their ill-
conceived attempts to prove that the United States is in a weak
competitive position and consequently not able to offer significant
trade concessions in international neogtiations.

Aside from the burden which this resolution would tend to impose on
U.S. importers, there would appear to be little reason, on trade policy
grounds, to oppose the requirement of additional data in the official
recording of U.S. imports and exports—that is, if it were not for the
predictaﬁle, egregious misuse of such trade data by those who have
consistently opposed our Government’s efforts to achieve new goals
of trade liberalization in this country’s total national interest.

If your committee should report out this proposed resolution, we
helieve you would have a responsibility to make clear the many pit-
falls which should be avoided in usiig such adjusted trade statistics to
support arguments on the competitiveness of the American economy.

There is obviously a need to keep this country’s international
competitive position under careful review and to devise the best
techniques to achieve this purpose. The proposed Senate resolution
does not serve this need. It would, in fact, we believe, do the op-
posite. Designed to correct what its supporters regard as deception
m the way U.S. trade data, as now reported, are used for assessing
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deception. . S

At best, those- who advocate the proposed resolution as a device for

their efforts to prove weaknesses in the U.S. competitive position
overlook many important points in their efforts to adapt trade data
to fit their analytical needs. These points that they tend to overlook
including the following: - :
. (@) US. imports, r_eﬁfrdless of how recorded, include substantial
amounts of products which are either not produced in this country—
for example, tea, natural rubber, bananas—or-are required by Amer-
ican industries to supplement inadequate supplies available from our
own resources—for example, wool and a large assortment of min-
erals. Something in the neighborhood of perhaps half the imports of
the United States may be said to be noncompetitive, Precision in
such delineations is blunted by huge difficulties of definition. But a
large percentage of our imports is without question noncompetitive
with American production. People with propensities for adapting
U.S. trade data in attempts to prove decﬁning competitiveness in
this country’s foreign trade position should make such adjustments in
the import data alongside their steps—which the proposed resolution
'w;ould a::isb——-to magnify the value of imports and reduce the value
of exports. _ .

(b) Although large amounts of U.S. exports are products shipped
to U.S.-owned plants abroad, such shipments in most cases -rel{’ect
choices between procurement in the United States and procurement
abroad, ana are not necessarily tied to U.S. goods.

(¢) Most shipments of U.S. goods under the foreign-aid program
involve purchases which would be made in the United States in any
case, if the importing country had (i) the necessary foreign exchange
without foreign aid, or (ii) using U,S. funds, the freegom to buy
wherever it could make the most advantageous purchases.

(@) US. ex;l);?rt subsidies do not reflect U.S. competitive weakness;
they enable U.S. agricultural products covered by price-support
programs to move into world markets at world prices. American
products for which export subsidies have been provided—for example,
cotton, wheat, rice, tobacco—can compsate anywhere under free-
market conditions.

(e) Determining the competitiveness of U.S. goods in the world
economy is a highly complex exercise requiring careful analysis on a
product-by-product basis, and data far more elaborate than even
those which the proposed resolution would provide.

The widespread use of the U.S. trade balance—as now formulated—
to indicate the impressive international competitiveness of American
goods is itself vulnerable to criticism when it reveals no recognition of
the various factors on both imports and exports which should be taken
into account in judgments regarding international competition. How-
ever, the antidote to such arbitrary use of the overall trade figures is
cortainly not what is now proposed in the subject resolution, and par-
ticularly at the price of incresaed burdens on U.S. importers and the
seriously erroneous deductions certain to be made from such changes
in the recording of U.S. trade data. The Senate has every reason to
concern itself with the adequacy of our trade figures, the suitability of
balance-of-trade calculations, and the competitiveness of American
goods and the American economy as a whole in international com-

this courntry’s competitive position, it would itself lead to serious
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merco. However, it would fall seriously short of its respousibility in
these respects if it adopted the proposed resolution, even if the legisla-
tive history indicated the caveats to which we have referred. If this
resolution should pass your committee, we cannot overemphasize the
importance of such caveats. We are confident the Senate does not
wish to encourage a new round of deceptive arguments by opponents
of freer international trade in their continuing efforts to change the
course of the highly successful trade policy which the Congress set in
motion more than 30 years ago and so impressively reaffirmed as re-
cently as 1962 in enacting the Trade Expansion Act,

In conclusion, gentlemen, freer international trade is forward motion
in the service of the free entexErise system and the highest objectives
of American policy both at home and abroad. It is disconcerting,
indeed, to ﬁn(F ourselves faced even today with strong, highly effective
pressures either to stop the clock or to turn it back. Those respon-
sible for such pressures, and those who yield to them, reveal a less
than adequate appreciation of the principles of free enterprise, the
responsibilities of entrepreneurs in such a system, and of the impera-
tivessh of U.S. policy in a rapidly changing world. Thank you very
much, .

Sgnator DirksEN. That last big mouthful was your opinion, was it
not

Mr. STEINBERG. Yes, sir.

Senator DirksEN. It has taken us 30 years to get our eyes open.

Mr. SteINBERG. I did not hear that, sir.

Senator DirkseN. I say it bas taken us 30 years to get our eyves
open to the deception that you refer to in these trade figures and at
long last come to gr‘iﬁs with renlity and find out where we really are.

Mr. STeINBERG. Well, as my statement indicated, sir, I hold no
brief for the way in which people use this trade balance—the $5
billion, $6 billion, whatever it may be—as an arbitrary indication of the
comﬁetitiveness of the American economﬁy. In fact, I myself do not
recall any time that I have used such a figure, because just using the
figure obscures so much in terms of what is in the export data and what
is in the import data that, unless you explain what you mean by the
trade balance, I think the use of that balance is misleading. But I do
affirm, sir, that in my judgment, in spite of these difficulties regarding
the use of data, the American economy is strongly competitive today.

The CuAIRMAN (presiding). You know, this morning there was an
editorial in the Washington Post, advancing some ridiculous argu-
ments about why we should not do something about the 1 iillion
Americans living over in Europe at taxpayers’ expense. Oddly
enough, in talking about whether we should or should not move them
out, 1t discussed neither the best reason for keeping them there nor
the best reason for bringing them home. It just proceeded to give
a lot of ridiculous ideas, such as if we keep those troops over there it
might help Erhard win the election against Willy Brandt, and various
and sundry reasons why we should not do that because Erhard might
come to visit us sometime and pay us a call. Reasons of that sort.

But the resolution that we put in yesterday stated very clearly
that some of us think we ought to bring some of those people back.
One thing, De Gaulle has asked us to get out of I'rance and we have
toleave. We either have to go to war with France or get out of there
and so those troops will have to leave France. Since nobody else did
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what they were supposed to do under the NATO agreemernt, some of
us think at least if we perform as well as the best performer they have
got over there, that we will be doing all right. e said in our resolu-
tion that the big reason for doing this is our fiscal and monstary
problems. We are running out of gold; we are going broke. Those
people over there have enough credits to empty I'ort Knox, Ky.,
the way it is right now.

One of the reasons we are led to believe that we can continue to
follow these policies that cost us tremendous outlays of our inter-
national monetary stock is that we have this $5 billion favorable
trade surplus. When you check into that you find out that is not
true either. Instead of having a surplus yon have a deficit. When
you check it out, you find, just as we said in the resolution, that the
reason we have to do this is not that we are mad because Germany
did not keep her word, not that wo are mad because De Gaulle did
not keep his word, not that we are mad because Britain did not do
their part. It is just that we are broke. As Senator Symington likes
to say about this matter, there were two little boys trying to get
another little boy to play craps with them and he said, I cannot play
craps with you for six reasons. What are the six reasons? Well, in
the first place I do not have any money. Just forget.about the other
five reasons. [Laughter.] And that is the basis of what we said in
our resolution yesterday. :

Now, what you say here is relevant to that problem. We are askel
to go for a trade policy where we give away advantages to people who
want to put more things in' this country, perhaps without getting
something equal in return. The easiest way to make a bad agree-
ment is to be under a misapprehension of the facts when you start
out. I think we had better get the right figures and tell about this
deficit instead of surplus so we will know what we are trying to do.

Mr. SteiNBERG. But, Senator I.ong, I am not saying that we have
a trade deficit. And Iam not saying that the way in which the U.S.
Government records its export data and import data is a fallacious
method. » -

What I am saying here, in order to show a balanced judgment of
this, is that while I oppose Senate Joint Resolution 115 for various
reasons, I also hold no brief for the arbitrary use of this $5 billion,
or whatever is the trade balance ﬁgure, as an indication all by itself
that the American economy is highly competitive in the world and
canls:lfford anything in terms of the scope of our relationships with the
world.

Senator DirkseN. But, Mr. Steinberg, yesterday we approved a
Food For Peace bill, so we will be giving away another $5 billion,
and, or course, it has got to be shipped and it has to be evaluated at
least because we take it from Commodity Credit Corporation. Every
year they are up here to repair their capital stock which is a mandate
of the Corporation, and so it takes money out of the trade movement.
But it will show up in the trade balance. So if we have a $5 billion
surplus now, give them another $5 billion in Food For Peace, we will
have a $10 billion surplus. Then when we start bargaining around
or do this, they say, oh, we can afiord to be compassionate and gen-
erous. We can afford to lower the bars now because, look, we have
got a $10 billion surplus and international trade is a two-way street,
when, as a matter of fact, it will be a colossal deception. You cannot
do business on the kind of figures we have been using.
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And now you have one other thing you say in the statement on
which I have to comment. You said—

it is disconcerting indeed to find ourselves faced even today with strong, highly
effective pressures cither to stop the clock or to turn it back. '

I do not know of a soul in this universe who has pressured me to
introduce Senate Resolution 11i5. Whgr, Mr. Strackbein was here a
moment ago. He is more or less a professional. I do not think Mr.
Strackbein has been in my office in the last 4 years or maybe longer.

-So you speak about pressures. I do not know of anybody that has
put any pressure on me. I put some pressure on myself in the interest
of the inteﬁrity of our figures because when Government does this
and sends them out broadcast, it is a deception and after a while there
is a complete loss of confidence in Government statistics, and it is
sbout time we are beginning to question a lot of these statistics,
like the gross national product, wheré you get $60 billion with
inflation right off. Nobody talks about and nobody talks about the
duplications in that figure but hail this great thing. Seven or eight
hundred billion dollars of gress ndtional product. We can afford
any old thing. _

%hen we finally ascertain the truth, and this is the only way to
ascertain it, then for the first time we can render a balance sheet on
this country and see where we are. And it has not been done in 180-
odd years and it is time we have a balance sheet and show where we
are, liabilitywise and assetwise. And that includes our foreign trade.

Mr. STEINBERG. Sir, nothing 1 have said should be interpreted as
imglying any pressures on the distinguished Senator from Illinois.

Senator DirkseN. Oh, I am sure of that.

Mr. SteINBERG. I know, sir. I do not want to impute any un-
savory motives to what you have introduced in this resolution. I can
understand the reasons you have given. I fully agree that the data,
whether it be GNP or whether it 1s trade data, should be as clear as
possible and tell the American people the complete truth and not try
to deceive anybody. Sometimes what some may regard as deception
or deceptiveness is not intentional on the part of the people who use it.
They are doing the best job they can. :

I can see the point you are making but I think, sir, that the real
need is not Resolution 115. The real need is on the part of govern-
ment people in this instance, and others who use these figures, to
make more responsible use of the figures that are available. When
they do discuss the competitive position of the United States, I think
they are at fault if they say “Look at our huge export surplus,”
without bothering to explain some of the refinements that one has to
understand for a proper interpretation of that export surplus.

So the need, sir, is I think better analysis and better public usage
and more explanations of these figures rather than the kind of require-
ment of additional data that you refer to.

Senator DirkseEN. Where you get with an analysis of a mistaken
figure, you wind up with a larger mistake. '

Mr. STEINBERG. No. Sometimes there is too much quest here for
very simple answers. There is no simple answer. There is no simple
figure that describes the competitive position of the United States.
People ought to be more responsible, that is really what I am saying,
in their choice of figures to show whether we are competitive, and not
try to search for one figure. :
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‘Now, I dare say that whether or not 115 passes the Senate, I fully
expect in the years ahead that my opponents in the trade policy vine-
yard will make every effort to show the American people & very simple
figure to indicate what they regard.as a measure of the competitive
position of the United States. And the figure that they will find, that
they will calculate, will be one that will unsoundly increase the im-
ports and unsoundly decrease the exports and then they will say

‘Look, we have no trade balance at all.” -

So that anyone who really,searches for u simple figure to measure
American competitiveness is at fault. This is a highly complex sub-
ject and this is really the point I am making.,

Senator DirksEN. Mr. Chairman, I think this little statement from
the Wall Street Journal ought to be incorporated in the record.

The CHAIRMAN. So ordered. , :

(The article referred to follows:)

[From the Wall Street Journal, Aug. 25, 1968)

U.S. TRADE SurRPLUS NARROWED DurING JuLy aAs IMPORTS Rose
4.3 PERCENT

Exports Declined by 1 Percent From June to an Adjusted $2,460,400,000; 4-Month
Excess Total Also Fell

(By & Wall Street Journal Staff Reporter)

WasHINGTON.—The U.S. trade surplus narrowed in July as imﬁorts rose 4.3
ercent while exports fell 1 percent from the preceding month, the Commerce
epartment said.

mports for July climbed to a seasonally adjusted $2,206,800,000 from June’s
gg,igg,ggg,ggg casonally adjusted exports declined to $2,460,400,000 from
U ] .

The department’s Census Bureau cautioned as usual, though, that one month’s
movement in the trade statistics isn’t necessarily significant. .

The trade surplus is the major favorable factor in the U.S. balance of payments.
Other transactions in recent periods have combined to cause a payments deficit,
glhicg Soccurs when foreigners acquire more U.S. dollars than they return to

e L] . ’

For the latest four months, imports have run at an adjusted annual rate of
$26,590,000,000, about 8 percent above the pace of the preceding four-month

eriod. The adjusted annual rate of exports in the last four months has been
§28 925,000,000, about 1 percent higher than the rate for the earlier period.

Thus the four-month $3,335,000,000 surplus at an annual rate was down from
the $4,921,000,000 rate of the four precedinz months,

The export figures don’t include shipments under the Defense Department’s
military-assistance program that amounted to $99,900,000 in July.

Senator DirkseN. What he says, I will just skeletonize:

July imports rose 4.3 percent, exports fell 1 percent. For the latest 4 months,
imports have run at an adjusted annual rate of $25.5 billion, and export for the
last 4 months at an annual rate of $28.9 billion,

So we are in a beautiful position for the 4 months, a surplus of
$3.3 billion.

I do not believe it and it is not true, and that is the deception that
is in this thing, and it has got to be cured. :

Now, what do you think would have happened when Henry Eiffel,
the great Belgian engineer, went to the Board of Commissioners in
Paris and said, I want to build the Eiffel Tower and they said no.
Winds up from the Atlantic will blow it over. I will tell you what I
will do to show you my confidence in my engineering data. I will put
a platform up 550 feet and I will live there for 6 months.
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He had a hard time with them but he built it.. The people in Paris

pected it to blow down. It has been there I think for 65 years.
,'He knew his stuff. His engineering data was sound. : :

Now, that is all T ask. I want the trade data to be sound and
accurate and. true. .

- Mr. SteinBERG. I say hear; hear.

Sendtor DIrksEN. How in the world are you ever going to cure
your problems unless you do, and no engineer in this town would
undertake to build one of these many buildings that go up unless he
takes his soundings and he knows all about stresses and strains and
he builds accordingly and they stand.

. Now, if we are going to hew out a proper trade policy it is going to
be ?’0?19 only on the basis of factual data that will stand up in the
sunhght.

- I have nothing more to say. ‘

Mr. STEINBERG. Sir, the data that we need, most of the data we
need for this plrpose, are available. The Government people ought
to be presenting it to the American people—— ,
 Senator Dirksen. Oh, they ought to.

Mr. STEINBERG (continuing). In highly intelligent fashion but that
does not mean-that—that does not justify the enactment of 115,
it seems to me.

Senator DirkseN. Oh, is that so?

Mr. SteiNBERG. That is my belief, sir.

Senator DirkseN. That is one man’s opinion.

Mr. STEINBERG, Yes, sir.

The CuamrMaN. Did you hear the example I gave yesterday about
the fellow running a little air service, the airplane business?

Mr. SteiNBERG. No, sir.

The Chairman. Well, some friends of mine tought a little airplane
and they were working their way through college teaching kids how
to fly. 'The two older brothers signed up to go away to war just
before we got into war.. They were ferrying planes to Britain.

The younger brother took over and ran the business on a cash-in,
cash-out basis. At the end of every day he had more money than he
started out with, but after a year he was broke. He went down and
hired an accountant to help him flifure it out and the reason was he
had no reserve for depreciation. He was not setting aside anything
to replace capital.

So when the year was gone, he found the depreciation expense—
the plane was pretty well worn out, and the lease had expired and
those two big items fell due and he was just out of business.

Now, that is why you hire an accountant, so you will think about
overhead and you will think about depreciation and depletion. It
seems to me all we are talking about here is that we would just like
to know what the whole ﬁicture is, not just part of it. We do not
want to pick out the bright part and omit the gloomy.

Mr. SteiNBERG. I could not agree more. The question is, how
do you get it and I must say that when I first read 115 many months
ago, and was trying to figure out what I would say about it if hearings
ever took place, IXi,' feeling was that perhaps we could not oppose
this absolutely. ter all, how can one oppose a requirement for
additional data on anything? The more data available the bstter.
But we had one proviso, at least I did, and that was I could not oppose
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it absolutely unless the Senate Finance Committee in its report to
the Senate, reporting this out, spelled out some of the caveats the
people who use such additional data ought to keep very much in
mind so as to avoid misinterpretation of the data.

But then as time went on I thought about this some more and it
occurred to me that this requirement of c.i.f. data, in addition to the
f.0.b. data now required, would tend to impose additional burdens on
American importers because of the kinds of additional statistics of
freight and insurance that they would have to work out for individual
products under specific tariff schedules, and I sounded out some bus-
Iness people on this, spoke to some people in Government about it
who are more familiar with the operation of the import trade than I am,

I asked, ‘“Would it tend to impose burdens on U.S. importers?”
And without exception they said that it would. And therefore it was
after this kind of reflection that we came before you today with the
kind of judgments you see in the statement. '

Senator DirksEN. Did somebody have a chance to put in the other
side of the case to your business friends or was it an ex parte proceeding?

Mr. STEINBERG. The other side being what, sir? The point you
have been making this morning? Well, I understand fully the other
side. You see, my feeling is, sir, that if you are going to make changes
in the trade figures in order to come up with a trade-balance figure
that adequately measures the competitiveness of the American
economy, I think you ought to take out half the American imports
because they are noncompetitive with American production, roughly.

Senator DirkseN. By the way, before we conclude, I have got to
admit of one pressure on this. It is 40 years old because it is 40 years
a;io this year that I was elected to take over the finances of this city.
The man who preceded me was old enough to be my father. He was
elected term after term. He was glorified, lonized to the skies.

We had a municipal streetcar system, six rides for a quarter.
Everything was ducky. So I march into the clerk’s office when I took
over and I said, “Let me see your streetcar account.” He said, “Well,
it is very simple. We keep 1t all in one book. Ou this page what we
take in every day, what tge motormen turn in, combination motor-
men-conductors. On this page what we pay in repairs, et cetera. At
the end of the month, we draw a line, we have got a surplus.”

I said, “Let me see your depreciation account.”’” He said, ‘“Depre-
ciation account?’”’ 1 said, ‘“Yes.” He said, “Well, we have none.”
“Well”’, I said, “Have you looked at these streetcars? 'They are
ready to fall over—collapse.” I said, “How are you going to buy
new streetcars’’?

“Well,” he said, “You cannot buy them unless they levy and
appropriate out of the city treasury.” “Well,” I said, “I got the
impression that six rides for a quarter, this was a self-sustaining busi-
ness,” and here I was going to wind up needing a hundred thousand
dollars to buy new streetcars and no money, not a nickel. I said,
““This is a great way to run a railroad.”

Now, we installed a system and we got rid of those cars and went to
buses and it is still municipally owned, but at least it is on a basis
where the figures accurately reflect what the condition is.

That is the thing I inherited 40 years ago. So you can see this is
n}?t}}ing 1?1ew with me. This has just been building up. Where are
the facts



FOREIGN TRADE STATISTICS 133

Mr. STEINBERG. Well, I am

Senator DirkseN. The real facis?

Mr. StEINPERG. I am all for the facts and I am all for the real facts.

May I just make a very brief comment. 1 know there is no time
to discuss the balance-of-payments situations but, if I may, I would
like to say that I do not think we are going broke and I do not think
that the American balance-of-payments problem, much as we should
be concerned with it, is as serious as it has been painted to be and
here again, sir, there is the question, How do you measure the balance,
the total bslance of payments? There are many views as to what is
a proper balance. But I do not think we are going broke. I thought
I would say that——

Senator Dirksen. Did you find anything about balance of pay-
ments in Senate Resolution 115?

Mr. STeINBERG. No, sir; nothing at all. I am just responding to a
comment that was made from the other side of this table.

Senator DirkseN. Thank you.

The Cuamritan. Well, you will find a lot of differences of opinion
about that balance of payments.

Mr. STEINBERG. I know that,

The CHAlRMAN. And we have a bill in this committee right now
that we think we are planning to pass which is trying to do something
about that. The Secretary of the Treasury thinks that the situation
requires action and that we had better start (I)rotecting our balance
of payments. There are a lot of Senators and a lot of Congressmen
and a lot of people in the Bureau of the Budget and a lot of people in
business who think it has gotten to the point that we have to start
getting our house in order. It is not good, and something has to be
done about it.

Mr. STEINBERG. I just think, sir, that much as I believe we should
economize on all sorts of things—both at home and in our payments
to the rest of the world—I am very much concerned about the kinds
of proposals that have been made with respect to economy, because
I think that they have not really been thought through. Some of
these proposals on how to solve the balance-of-payments problem, I
think, would only tend to hurt our balance-of-payments position.

The CHa1rMAN. Thanks very much.

Mr. Leonard Shayne.

STATEMENT OF LEONARD SHAYNE, CHAIRMAN OF THE CUSTOMS
COMMITTEE OF THE NATIONAL COUNCIL OF AMERICAN IM-
PORTERS, INC.

Mr. SHAYNE. Sir, because I am a stranger in these Halls, I would
like to take a moment to introduce myself. My name is Leonard
Shayne. I am chairman of the customs committee of the American
Importers, on whose behalf I here ap{)ear. For 12 years, I lectured
on foreign trade at the Baruch School of Business Administration in
the City College of New York. For 20 years I have been a foreign
freight forwarder and a customs broker and in the latter capacity
during this time I have prepared or supervised the preparation of
more than 300,000 customs entry documents and shippers’ export
declarations which are the directors of U.S. Government import and
export statistics.
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The National Council of American Im]ilorte'i‘s"»has previously sub-
mitted a statement to be incorpcrated in the record, and this morning
I subinitted an:additional statement which I would.appreciate having
incorporated.:- :But I 8Hall,.if: I may, make a few remarks entirely
aside from both of thése statements and try, if:I may, to address
mﬂself directly to:the matters which you.and the Honorable Senator
Dirksen have raised this morping. .~ - T I IO

"X must, however, take a moment to state our-polioy Yosition regard-
ing bill S. 3622.. .We welcoime the assembly and publication of data
which will be of help to the:Congress and to interested persons.
However, it is to be: hoped that this can be accomplished by the
Secretary of Agriculture with the use of data already available to
him and without imposing additional-burdens of redtape and reporting
on exporters and importers. We trust that this will be .incorporated
in the bill. O : 0 .

Reporting requirements can be very costly to-us and in these times
we and, indeed, the Nation, can little afford additional nonproductive
expenses. S o

e note with approval the requirements in this bill that the reports
be reviewed by the Comptroller General, for him to certify whether
or not such reports are in conformity with generally accepted: ac-
counting principles. Asfar as Senate Joint Resolution 115 is concerned,
we note that there is no requirement in this resolution that such
reports be in conformity with generally accepted accounting principles.

Sir, we are not surprised at this omission as we deem it 1impossible
for such reports to conform’ to’' those . principles-or to principles of
good statistical practice if they are to include something described
as landed value. :*“We .are interested in the truth. - We agreé .with
Senator Dirksen that what is wanted is data which is accurate, true,
and sound. - We also agree with his commnient, where do you get with
an analysis of mistaken figures? You end up with a bigger mistake.

-Sir, when I was a boy, my father once put a question to me that
went like this: “Son, if you have five apples of unequal size, how
would: you divide them equally among seven. boys?’ I looked at
him with a look of ?uzzlement on my face, ard his answer. to me was
“Make applesauce.” = L .

I am very much afraid that the approach to the statistical problem
which we all face in analyzing our foreign trade, which is proposed
by this resolution, is one which will make applesauce of our trade
statistics. I do not think that we will learn anything from it. - -

. Lot me point out, if I may, just some of the gomsllcaplons that arise.
Out statistics at present are based on something described as—and it
is an idealization—foreign value. They .are not exactly 'that, sir.
They are said to be that, but they are not.. Those import statistics
come from the customs entry,  They.are the values shown on the
ocustoms entry.” But the Congress in its wisdom, in order to arrive at
éntered values, has prescribed . nine formulas. .éeven of these.form-
ulas are alternates. Two of them ave special formulas to apply to
special price.. - - - .- o Lo

~ An importer ‘must analyze the circumstances of trade surrounding
his purchese or import in order to decide which of these formulas ap-
ply. : The Customs must reanalyze it to see if the importer has done
the right job and: then.the’importer must calculate his duties based
upon the entered value which he calculates. e
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This is a long, laborious, difficult problem.” The proponents!of this
bill come along and in & very few ivords, in a very simple way, they
say; and I put;-simply, in quotations; ‘“Well, now, let-us'add-to that
foréign valué the‘cost of transporting the gobds to the United States
and' the ‘cost of insurance.” B PR TR

Sir, if we must calculate one vafue for.entry purposes and another
for the purposes of arriving atlanded vilues, we are going to be'in a
very di&cu t situation because'there are'many problems and complica-
‘tions surrounding landed values. For example, sir, if you were to

“import something at the })ort of New Orleans by vessel and import.the
same thing at the port of Los Angeles by vessel, you would arrive at
two different landed values. If you were to import them by airfreight -
you arrive at still another landed value.  There is a countless multi-
plicity of landed values which would apply to the same article from
the same source at the same foreign value but imported at different
ports by different means. PhiSimposezongqproblem. .. -~ .. ..

There are others hut™l am not going to wadte your time by going
t is in our statement.. I wouldlike to plunge to

atter which is to gnalyze the suggdstions that have

tegte that landedvalues would
1t we do nod\agree. To

e%in wit nited Stgtes as a fam If my
wife sendf my ‘son
consider £o be foreigx cks $5, and
she pay§ my son Billy a ol for iny g cogt to my fAmily of
that bag of grocerios 1s $5, 3 s¢ shg’paid \Billy & dolar and
Billfy i 4 ilg.[{ el 1

If, o

ANSWers. : N .
Sir, let us‘carky the situation a step further. It 'baS been said we
should value exportq at the net export price at the p6int of export and
that we should value Iaports at the landed prigeaf the point of import.
Doing: a little arithmetis n(%.ﬂus.baets,’ and realj that all the
world’s exports are all the world’s imports, we woul up roughly
speaking with total world éxports.of $135 billion but at-the same time
with statistics showing total world imports at $150 billion. - : : -
. Now, according to the principles of accounting which'I learned,
debits-equal credits. Credits equal debits.: An import is an export.
An export is an import. ‘They are equal but not when you have some
form of statistics which end up making imports always higher than
exports. S e T '
r. Strackbein submitted ‘a report.” It is part of the resolution
‘which Senator Dirksen .submitted to the Senate.. This report had
some figures in it ‘which purported to show that whereas the Depart»
ment.of Commerce inaccurately,: ha‘says, reported our trade for'thé
3 years:1962, 1963; and 1964 with Japan as an export surplus, the real
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fact, he says, is that we had an import deficit. Senator Dirksen
viewed these figures with some alarm, and well he might. If we had
an export deficit, I would not be happy about it, and if these figures
showed incorrectly what was happening, that is, if the Department of
Commerce figures showed incorrectly what was kappening, I would not
be happy about that either. -

But ‘I) submit to you, sir, that the figures that I think are incorrect
and would show incorrectly what happened are the figures that Mr.
Strackbein has submitted because of the methods that he has used to
analyze them:.

r. Strackbein says, sir, that we should take U.S. imports and
value them at the landed values in the United States, that we should
take U.S. exports and value them at the value, at the points of ex-
portation from the United States, and that when we compare these,
we end up with a U.S. deficit for the 1962, 1963, and 1964 figures of
$677 million.

The Department of Commerce said, on the other hand, if we take
exports and imports valued at their point of export from the respective
countries, we end up with a U.S. surplus of $413 million.

The (}uestion is who is right? We certainly have two opposite
points of view.

Well, what I did was to submit this to analysis on the basis of
using Mr. Strackbein’s figures from the opposite point of view. Let
us look at the Japanese trade figures, take a trip to their country,
look at Mr. Strackbein’s figures, see what it shows about Japanese
trade with the United States.

The CuairmaN. Pardon me just one moment. I will be right back.

(There was a short recess.)

The CuairMAN. Sorry to keep you waiting. Let us see. Could
you summarize this?

Mr. SHAYNE. Yes, sir. I amn about to’make my closing remarks.

I was pointing out thet according to the proposed method in
Senate Joint Resolution 115 of valuing our imports at the landed
values in the United States and valuing our exports only at the value
at the point of export, that according to this method, if one analyzed
our trade from 1962 to 1964 and accepted those figures, one would
end up with a U.S. deficit with Japan of $677 million.

So I say, well let us take the same figures. Let us see what it does
to the Japanese analysis of the trade on the other side. We would
expect an equal reaction, left to right reversal, but otherwise equal as
good accounting methods would bring about. But when we do that
and we use the Japanese export figures at their port of export and use
their import figures as c.i.f. landed figures in Japan, lo and behold, we
end up with a Japanese deficit also. So both countries tradiug with
each other show deficit figures.

Now, I submit that that kind of accounting is not very good
accounting. It is not very illuminating. It is not going to shed a
lot of light on the subject. It is not going to help any one of us to
understand what is going on.

That is the sum and substance of our arguments.

The CrairmMaN. Well, I have heard it sald many times that figuras
do not lie but liars figzure. When I try to make a case, or when any-
body tries to make one, we get whatever information we can and we
use 1t the way we think we ought to, to buttress our case, or to lead to
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a conclusion. My thought about the thing is that if somebody would
like to have certain information and it is not too difficult to get, I
just want to get it and see what it shows, ,

I notice here that Commerce said yesterday that they are sufficiently
far ahead on this project that in erKups 2 months they will be in posi-
tion to publish for the public c.i.t. information for the first 6 months of
1966 and they will continue this project for the second 6 months of
1966, at the conclusion of this calendar year, and they will publish for
the tﬁr(l)) half-years ns well as the whole year what the c.i.f. adjustments
would be. .

They will do that, we think on a reasonable estimate basis.

Now, I have some doubt whether it would serve the point to spend a
million dollars to get one-tenth of 1 Fercent closer to something you
can get with a good estimate. It might be that some of the additional
information that we might be interested in could also be summarized.
A lot of that, I understand, is published already. ,

Mr. SnayNE. Sir, we go along with that. We are just extremely
worried about the amount of burden that might be thrown on us if
we are asked to calculate a separate c.if. value for every article that
we import. This would be very costlr to us, very burdensome ind
very costly (o the Government as well. '

he CualrMAN. Well, we might be close enough just arriving at a
good intelligent guess. So far as I am concerned, if you are within
one-tenth of 1 percent of what you want to know, spending another
million dollars perhaps serves no particular purpose. So we will try to
find a way to work it out not to be too burdensome on you or others.

Mr. SuaynE. Thank you.

(The statements of Mr. Shayne follow:)

STATEMENT BY LEONARD M, SHAYNE, REPRESENTING NATIONAL CoOUNCIL OF
AMERICAN IMPORTERS

POLICY POSITION

NCATI is strongly op&osed to the Joint Resolution (S.J. Res. 115 and H.J. Res.
696) presented to the House and Senate in October 1965. This resolution, under
the guisa of proposing more accurate statistics of the U.S. foreign trade accounts,
actually proposes one-sided changes that would create an erroneous impression
about the role of imports in the overall U.S. balance of payments. The purpose
appears to be to lay the groundwork for further moves to restriot imports. We
find the resolution to be factually incorreei, theorctieally unsound, and inter-
nationally provocative and self-defeating. INCAI considers the joint resolution
to be a purely protectionist measure which is against the interest of American
consumers and the U.S. import industry, obstructive of U.S. international trade
Folioy and devoid of statistical or theorctical virtue. NCAI recognizes the nced
or continuous efforts to improve our international trade statistics, and to negotiate
statistical procedures that will improve international comparability. nfor-
tunately, the proposed changes do not lead in this direction. For all these reasons,
NCATI opposes both the spirit and the letter of the joint Resolution.

BACKGROUND

At the Igreasent time, ymport statistics compiled by the Bureau of the Census of
the U.S. eﬁartment of Commerce, report the dollar value of imports on the basis
of their market value packed and ready for shipment at the port of exportation in
the countrﬁof origin. It may be said, therefore, that import statistics are based
on the FOB value. In ezport statistics, value reported is based on the value of
exports at the United States seaport, border point, or airport of exportation.
This value also may be said to be the FOB value of articles exported from the
United States. In other words, FOB is the basis for reporting both imports and
expogjts.b 'Ii‘he United States has always reported value of imports and exports
on this basis.
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In effect, these resolutions would direct the Secretary of Commerce to repory
smporis on the basis of CIF value,.but do not require him to report exporis on the
same CIF basis. They would not require the Secretary to discontinue the present
system of reporting imports and exports.

According to the sponsors of these resolutions, reporting tmports on the basis of
their CIF value is required in order that s more accurate apg‘misal may be made
of their efect on United States economy. They claim that FOB value results ijn
an appreciable undervaluation of the cost of imported goods, thus making imports
look small in relation to exports. This overstates the size of the export surplus
and in turn exaggerates the importance of the export surplus as a plus factor in the
calculation of U.S. international balance of payments.

On the basis of the present method of compiling statistics, an export surplus of
$6.9 billion was reported in 1984. But the sponsors claim that on an FOB basis,
imports are undervalued by 17%%. Adding this 17%9% to the $18.6 billion of
19&O imports to put them on a CIF basis would result in an increase of $3.25
billion, bringing the total value of 1964 imports to $21.85 billion on a CIF basis,
This would cut the trade surplus of $6.9 billion for 1964 to $3.65 billion, or almost
in half. (This on the basis of reporting cxports on FOB and imports on CIF,)
In the same way, if imports are reported on a CIF basis, the large export surplus
shown in U.S. trade with individual countries will diminish, or disappear. For
instance, instead of an export surplus of $139 million in trade with Japan in 1964,
the U.S. would have an import surplus of $257 million,

There can be only one exfplanation for the demand that imports be reported on
a CIF basis, and to identify those exports whose production is “‘subsidized” by
the Government, i.c., military assistance supplies, grant-in-aid supplies, surplus
agricultural commodities sold to certain countries for their currency and not for
dollars under P.L. 480, etc. This is to show that imports are larger than they are
reported to be; and that actual commercial exports for which the U.S. obtains
dollars are not as large as we Lave been led to believe. This situation has two
conscquences: (1) The claim cen be made that imports worsen the balance of
payments situation; and (2) the claim can also be made that the U.S. boast of
being able to compete in world markets is exaggerated because the large export
volume is bloated by including in it goods given away, or for which worthless
foreign currencies are acceptea.

By pressing these views, imports can be shown to be the villain in the piece.
Then it would be easy to agi‘ate all kinds of restrictions on them and for tor-
pedoing the Kennedy Round, since if the U.S. cannot compete, it cannot afford
to participate in any mwove which would require reduced rates of duty and other
non-tariff barriers to international trade.

In specches in the Congress, the sponsors attributed all the information and
reasons for introducing their resolutions to O. M. Strackbein, the high priest of
protectionism. KFor this reason, there is very good ground for believing that the
reason for these resolutions is not the U.S. balance of payments position or its
competitive position in world markets, but to create another protectionist device
for the restriction of imports, including eventually, assessment of duty on the
CIT' value, with the consequent increase in the amount of duty importers must

ay.
P FACTS WHICH DESTROY SPONSBORS' ARQUMENTS

Freight & Insurance

The sponsors of the resolution have claimed that freight and insurance constitute
some 179% of the landed value of imports. The Department of Commerce obtains
from Customs, data on the transportation costs of imports, and provides this
information to the International Monetary Fund and other international agencies
which use CIF import figures for international comparison. Data on insurance
are not available in sufficient detail to measure their share of the landed value of
imports, but the IMF makes reasonable estimates of the insurance costs, and is
thus able to compute U.S. imports CIF, Their CIF import data for the United
States, published in their monthly builetin, have run about 10% above the FOB
figure—a little more than half the amount quoted by supporters of the resolution.
Even this is too high. The relevant figurc for balance of payments purposes
should exclude payments to U.S. shipging and insurance companies, since such
pavments do not involve a dollar outflow. If this adjustment wero made, the
CIF import numbers would probably be no more than 6 or 7% higher than the
FOB import numbers. It would be useful for analytical reasons, though costly,
to obtain the dircet foreign exchange cost of U.S. imports, to be reported in the
balance of payments tables as a memorandum within the service import account.
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This is not what is recommended in the Resolution, and it would yicld a much
smaller figure than the Resolution’s sponsors seem to desire.

U.S. shipping and insurance companies earn from forcigners not only in con-
nection with lfS. exports, but in connection with trade between third countries.
The total of such foreign earnings (a service export on our balance. of payments)
has been almost equal to the total shipping and insurance expenditures made by
U.S. companics to foreigners. Therefore, if U.S. ezports of merchandise, insurance
and transportation services were balanced against imports of merchandise, in-
surance and transportation services, the balance would not look much different
than the merchandise trade balance as presently calculated.

Government Subsidized Exporls

The Resolution pm{)oses that the Department of Commerce in all its publica-
tions of trade figures show exports, the production of which has been Government
subsidized, as well as exports otherwise financed by the U.S. Government. It
should be noted that Commerce now provides separate data on exports financed
by Government programs. Two comments should be made on the propoused
statistics: First, if all exports which contain any Government subsidy were in-
cluded, precious little would be left. What is intended, of course, is to classify

rimarily farm exports in a way that would suggest that the exports would not
{:t\ve been made in the absence of the subsidy. Such classification would be most
misleading, since it can be argued on economic §rounds that in the absence of all
Government subsidies, U.S. farm exports would be at least as large as they have
actually been. Seccond, to subtract from our cxports those directly financed by
the U.S. Government under U.S. aid prosmms (as can be done with currently
available statistics) is an ambiguous procedure. Most trade experts would agree
that some part of exports under U.S. aid programs would have been made com-
mercially in the absence of the aid program. These are difficult problems, not
solved by simple statistical tricks such as the proposed export classification,

Services

Although it is reasonable to include the import of services as a part of imports,
and even to isolate those service imports connected with merchandise imports,
it is important to treat exports in a symmetrical manner when striking a trade
balance. The two commonly used measures in U.S. statistics are the merchandise
trade balance, in which both exports and imports are measured FOB, and the
balance on goods and services, which includes tourist travel, military expenditures,
and numerous other items as well as freight and insurance connected with trade.
If a third balance, including freight and insurance, is to be added, the logic of
international accounting would suggest that imports, plus the foreign exchange
cost of freight and insurance against the imports, be balanced against exports,
plus payment to U.S. companies for freight and insurance costs that may be
involved. Since freight and insurance costs of imports are somewhat greater than
freight and insurance carnings by U.S. companies from U.S. exports, the U.S.
surplus on this basis would be somewhat smaller than as presently calculated.
Ehe underlying trends in our trade balance would not be significantly modified,

owever,

ADDITIONAL STATEMENT BY LEONARD M. SHAYNE, REPRESENTING NATIONAL
Councir. oF AMERICAN IMPORTERS

QUALIFICATIONS OF WITNESS

My name is Leonard M. Shayne, Chairman of the Customs Committce of the
National Council of American Importers, on whose behalf I here appear. For
twelve years I lectured on forcign trade at the Baruch Schoo!l of Business Adminis-
tration of City College of New York. For twenty years I have been a foreign
freight forwarder and a Customs broker. In the latter capacity during this time
I have prepared or sué)ervised the preﬁ))aration of more than 300,000 Customs
entry documents and Shippers Export Declarations which are the direct source
of U.S. Government import and export statistics.

It is obvious from the forcgoinﬁ that I have a personal interest in the growing
foreign trade of the U.S., but I also have strong beliefs in its contribution to the
well being of the geoplc of the United States.

The National Council of American Importers has submitted a written polioy
statement on the S.J. Res. 115 and I submit for your further consideration an
additional written statement herewith. I appreciate this opportunity to amplify
these written statements by a few remarks.

68-666—66-—-10
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POLICY POSBITION REGARDING BILL 8. 3522

With regard to S. 3522 requiring the Secretary of Agriculture to report each
year certain information relating to the imuport and export of Agricultural com-
moditics, the National Council of American Importers welcomes the assembly
and pubﬁcatlon of data which will be of help to the Congress and to interested
persons. Howaever, it is to be hoped that this can be accomplished by the Secre-
tary of Agriculture with the use of data already available to him without imposing
additional burdens of red tape and reporting on exporters and importers, and we
trust this will be incorporated in the bill. Reporting requirements can” be ver
costly to us, and in these times we, and indeed the nation, can little afford addi-
tional non-productive expenses. We note with approval the requirement that
the reports be reviewed by the Comptroller General for him to certify whether
or not such reports are in- conformity with generally accepted accounting
principles. '

POLICY POSITION REGARDING 8.5, RES. 115

NCAI is strongly opposed to S.J. Res. 115 which would require reports on
imports into the United States to include the landed value of articles imported,
We note no requirement in this resolution that such reports be in conformity
with generally accepted accounting principles. We are not surprised at this
omission as we deem it impossible for such reports to conform to those principles
or to principles of good statistical practice.

Reasonable men interested in the truth should be interested in additional
facts and figures to shed some light on the breadth and dimensions of our foreign
trade. However we question the validity of the evidence based on the figures
it is proposed to have importers submit and government agencies tabulate, and
we do not think it would be worth the cost and effort involved.

PRESENT IMPORT STATISTICS

May we bricfly review the kind of import statistics we have at present and
their source. They are defined us “‘generally the market value in the foreign
country . . . reported on import entries in accordance with Sec. 402 and 402a
of the Tariff Aet . . .”” More precisely, the import values presently shown
in Dept. of Commerce ﬁ:lblications are the “taxable” value (in tariff parlance,
the “dutiable values’’) which are indicated by importers on the tax returns (known
as ‘‘Customs entries”’) which are filed on each import shipment at the time of
its arrival. These values are calculated by applying to each imported article
the proper one of soven alternate formulae (or two additional formulae for special
merchandise) which Congress deemed necessary to legislate in order to arrive at
a fair approximation of the ‘‘market value in the foreign country’”. The formulae
are extremely complex and have been subject to continual litigation in the Cus-
toms Courts in order to determine the meaning of every sentence, clause, word
and comma therein. Needless to say the calculations are difficult and laborious
and must be reviewed and audited by Customs Appraisers.

It is the “dutiable’” values which are then used for our import statistics, for
you sce gentlemen, we Customs brokers and importers are filing tax returns and
calculating taxes. The imﬁort statistics are a by-product.

Some characteristics of these figures are worth noting:

1) They do not coincide exactly with commercial reality, that is, the
money actually paid for the imports in the markets of foreign countries do
not equal the figures shown as the value of the imports. The various valua-
tion methods prescribed in our Tariff make some import figures appear
higher than the actual purchase prices. For example, goods dutiable on
American Selling Prico such as ‘‘sneakers’ (rubber soled shoes with canvas
uppers) or Coal Tar chemicals and pharmaceuticals will show generally
much higher import values. Perfumcs from France- valued at ‘““Cost of
Production” (a mis-nomer in that it means something clse) will often show
hi%her import values, There are many other articles similarly valued which
only a very knowledgeable person will be aware of.

2) For a particular commodity from one foreign supplier thero will be but
one import value regardless of variations in the size of the shipment, the
method of shipment, or the port of the U.S. to which shipped. The one
value is fixed at the moment of, and at the point of exportation.

3) The import statistics as the U.S. collects them are a grab-bag of
dollar amounts without regard to the methods of valuation used. Notwith-
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standing this they probably approximate roughly and generally tho market
values in the foreign countries at the ports of export.

4) The prosent import values, like the present dutuable values, have the
merit of being the same for cveryone regardless of the ?ort of importation,
(L.anded values will be found to differ for various ports of importation.)

PROBLEMS AND SHORTCOMINGS OF PRQPOSED BTATISTICS ON IMPORT VALUES

The proposal before you is to amass additional statistics which will include in
the value of imports the costs of delivery to this country from each foreign source.
To the commeroial reality of the cost of actual merchandise, and to the tariff
methods of determining import values of merchandise, is to be added tho addi-
tional task of establishing import values including insurance and shipping charges
inoident to landing the articles at the port of entry. But, gentlemen, the proposed
method for establishing import values in this new category is but poorly defined,
and no matter what detail you may add, there will be suhstantial problems—and
we importers are the ones who will bear tile brunt of it.

As an example of one type of problem, if we evaluate and calculate ‘“con-
structed value’’ (only one of the 9 U.S. metflods) as the basis for entry under Seo.
402 of the Tariff Act, the proposal states that we must add landed costs to “foreign
value’. Are we therefore to evaluate and calculate ‘“foreign value’” (another of
the 9 U.S. methods) also under Sco. 402a, to which we must then add shipping
charges? and insurance charges?

Our present system has the merit of arziving at but one import value for all
imports of the same article from the same source at the same time. Under the
proposed method thero will be many different landed values for the same imported
article. Many factors will affect Ianded values such as size of shipment, method
of shipment, distance, preferences of buyers, or commercial necessities. As an
example, for the same article, with the same foreign value, from the same source,
we will have many landed values—one for shipment to New York and another for
Chicago, and a third for Los Angeles. At this point we have 3 possible landed
values. If air freight is used, we increase to 6 possible landed values. The
number of landed values multiply as there are variations in air freight rates as
shipments get larger or smaller or bulkier. The possibilities continue to multiﬁly
again due to the many variations in ocean freight rates depending upon whether
one has chartered, used conference or non-conference lines, or has a contract
with the conference or not.

Now add the variations of insurance costs which result from various rates
applicable to different modes of shipment, different methods of packing, different
risks to be covered, and different rates applied by different underwriters. At
this point we are in a jungle of figures and are staggered by the multiplicity of
possible landed costs. Under S.J. Res. 115 all thesc differing figures will be
merged in the statistical comlpilations but the burden of caloulation and report
by importers and of verification by Customs officials will be enormous. And if
Wu merge a mass of such dis-similar figures, are the results of any real nicaning?

e submit that the calculation of these additional statistics would be very
burdensome and very costly to finporters and government agenoies alike, and
that these statistics would be of doubtful value. The information desired by
this resolution does not exist in a data processing computer, gentlemen, requiring
merely the pressing of a button., It will require real hard old-fashioned peneil
and paper work and will impose a real hardship in the processing of millions of
import shipments annually.

ANALYSIS OF LANDED VALUES OF IMPORTS A8 A NATIONAL COST

Let us see what the proposed landed value import figures are supposed to yield.
It appears that what is sought is the cost to the U.S. of imports in dollars which
affect our balance of payments. If the imports are brought to this country in
U.S. vessels and insured with U.S. insurance companies, then we are paying these
dollars to ourselves as a nation and the landed value import statistic is an over-
statement and gives a false picture of national dollar costs. It is a false picture
of the effect on the balance of payments.

It is a fundamental error for balance of payment purposes to add all shippin
and insuranco costs to foreign merchandise costs in order to arrive at lande
values. Shipping costs and insurance costs.are costs necessarily incurred, but
should not be accounted for as merchandise costs. They are separate and
distinet and do not inure to the benefit of the foreign seller. They inure to the
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benefit of the provider of these services who may be foreign or may be American,
but rarcly is the same party as the foreign seller.

If we make a purchase abroad, and it is shipped to the U.S. in an American
vessel and insured by an American underwriter, then its net cost to the U.S, is
the foreign cost of the merchandise—not its landed value.

f we make the same purchase abroad and pay foreigners to transport and
insure it, then its cost to the U.S. is indeed the landed cost.

However, precisely the same rules must then apply to forei%ners who buy from
us, and their purchases from us should be similarly measured If we want to fairly
represent the situation. Accordingly our export statistics would have to be
similarly “enhanced’’ to show “delivered” values instead of the values at port
of export which we now show.

But these statistical procedures lead to difficult and confusing statistics with
gsome imports of an article being properly valued at net cost to the nation and
other imports of the same article being differently valued because imported on
forecign flag vessels. The proponents’ error is in treating shipping and insurance
costs as merchandise costs by including all as part of the landed value of the
merchandise. Breaking such figures down on a national basis, as an example, onc
importation of Japanese camcras on a Norwegian Flag vessel, insured by an
English insurance company, requires the following treatment in order to be
properly tabulated: the foreign value of the cameras to be shown as part of the
total merchandisc imports from Japan. The freight component must then be
tabulated as part of the merchandise imports from Norway even though it is
freight. The insurance component must be similarly tabulated as merchandise
imports from England even though it is insurance cost. We begin to see how
formidable accurate statistical analysis becomes in this kind of accounting.

Our present method avoids this complication by treating merchandise costs as
nierchandise costs, and shipping costs as shi{)ping costs, and insurance costs as
insurance costs. Each is tabulated and each is properly accounted for in our
balance of payment statements according to what it is, under present U.S. Govern-
ment procedures.

ERRORS IN ACCOUNTING METHODS APPLIED BY PROPONENTS

Lastly we musc question the method of accounting used by proponents of this
proposal which led them to declare that a more accurato aﬂ)misal of the effects
on the United States cconomy of imports into the U.S. would be obtained if such
reports also show landed values of imports. The question has been raised as to
how truly our present statistics reflect our real balance of trade and it has been
suggested that valuing imports at landed cost value would more accurately reflect
the halance and might indeed reflect a deficit or close to a deficit at the present
time. They suggest that all nations (and the U.S. purticularlp should account
for imports at landed values, and exports at values at the point of export.

In the method of accounting which I have learned, every debit is balanced by
an equal credit, every sale matched by an equal purchase. If all nations were to
account for their imForts at landed costs, and account for all their exports at the
costs &t the point of export, then total world imports would exceed total world
exports,

sing rough estimates as to trade totals for the purposes of illustration, but
using the saine methods of accounting and analysis as used by O. R. Strackbein
in his analysis submitted to the Hon. Senator Dirksen, we find the following.
Total exports of the world (valued at point of export) would equal say 135 billion
dollars. But, on the other side of the coin, the same amount of goods valued at
total imports enhanced by landed costs, would equal perhaps 150 billien dollars.

If every nations’ exports are every other nations’ imports, the two amounts
should be equal. 135 billion dollars in exports does not equal 150 bitlion dollars in
imports—the debits and credits do not balance. :

f we agree that this does not seem to be in accordance with generally accepted
accounting principles, then does m:countin;gl for exports at delivered costs abroad
solve the problem? To do so we must add shipping and insurance costs to the
export figures of 135 billion dollars in merchandise exports (thus adding the same
amount as we added to merchandise imports in order to arrive at landed values)
and we get 150 billion dollars in exports. However, althongh our accounts are
now in balance, what we have done is to double the shipping and insurance costs.
We have counted them once as part of the exporters’ delivery costs and on the
same items expressed as imports we have counted them a second time as landed
costs, Worldwide shipping costs and insurance costs will be represented as twice
what they actually are.
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However, the proponents of the resolution do not propose the above procedure.
They do not propose adding declivery costs to export figures—they only wish to
add landed costs to import figures. The effeet of this, as has been illustrated
above, is to reflect a continual worldwide net deficit in merchandise trade. This
seems somewhat ridiculous to me, Perhaps it does to you also.

The tpro r method of accounting is to evaluate merchandise at the Boint of
export for both exports and imports—then export and import values will be equal
and in balance worldwide.

To repeat, the shipping costs and insurance costs on the same goods are landed
costs to the i'mporter, ut the very same costs are delivery expenses to the exporter
of those goods. To avoid counting them falsely as one or the other, and thus
falsifying the figures as to surplus or deficit in trade accounting, it is proper to
account for them separately and allot them in the balance of payments according
to whether they are national earnings or expenses.,

Examples of the peculiar, and we believe incorrect, results brought about by
the accounting and statistics favored by the proponents of this bill can be found
in the charts submitted by O. R. Strackbein and appended to the statement of the
Hon. Senator Dirksen upon presenting J.R. 115 to the Senate.

Totals 1962,1953 and 1984 (per O,R,Strackbein)

U,S.REPOATS U,S.EXPORTS T0 JAPAN  JAPAN ILEPORTS IMPORTS FROM U,S,
55

(1) 037 000 000 FCB Port U,S, $ 6 222 000 000 CIF
U,3,RE2QRTS 1M20RTS FR,JAPAN U.S.1MP0RTS FROM JAPAN
(enhanced to CIF)
(2) $ 4 624 000 000 FOB PORT JAP, $ 5 714 000 000

According to Stiackboein,trade analysis of U,S,trande:

)

UsS¢ EXPORTS TO JAPAN U,S.1MP0RTS FROM JAPAN 0,S,DEFICIT
(3) § 5 037 000 000 FCB PORT U,S, $ 5 714 000 000 CIF $ 677 000 000 . «

According to U.S.'Depaxtnent of Cozmerce mothod of analysis of U,S, Trade:

U.S.EXPORTS TO JAPAN U,S.IIPOATS FROY JAPAN V.S, SURPLUS
(4) 3 5 037 000 GO0 FCB PORT U,S, $ 4 524 CO0 000 FOB POKT JAPAN § 413 000 000

Using Strackbein method of trade 'analysis, but applying as an analysis of Japancse tradeg

JAPANESE EXPORTS TO U,S, JAPANESE 1uPORTS FKOM U,S, JAPANESE DEFICIT
(5) § 4 624 000 000 FUD Jap.Port $ 6 222 000 000 CIr $ 1,593,000 000 *

Balancing preof of U,S, Department of Cozmerce mothod, by an accounting of Japanosa trade:

t:') JAPANESE EXPORTS TO U,S, JAPANESE IM20RTS FROM U,S, JAPANESE DI-.'F\ICIT
(6) § 4 G24 000 000 FOB PORT JAP, $ 5 037 000 000 FOB 20KT U,S, $ 413 000 000
(as above)

* BO.Y COUNTRIES SHOW TRADE DEFICIT BY TRADING WIHT EACH QTHER AND
USING STRACKBEIN METHOD OF ACCOUNTING

FOE (Cost of merchandise)
FOE U,S, PORT (Cost of merchandise at U,S, Port)
CIF (lacded value - Gost of Goods, Insurance and Freight)
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ANALYSIS (of U,S. © Japanese trads for the years 1962 - 196)

or

6 purpose of this analysis, we use lr, Strackbeinls figures)

CHART LINE

(1)

(2)

(3)

(L)

The U,S. reports exports valued st point
of export from the U.8., {(FOB U,S. PORT) at $ 5 037 000 000

The Japenese report these purchases as imports
frop the U,8, but they include landed costs

(238%) (CIP Velues § 6 222 000 000
(The difference must be shipping costs and -
insurance betwoeen the U,S. and Japan) ¢ 1 185 000 000

The U,S. repcris imports from Japan valued
at point of export from Japen (FOB JAP. PORT) § Y 62l 000 000
Proponents say the U.8, should rerort U,S.
imports from Japanc§g)1anded costs which

they estimate at ( $ 5 714 000 cCO

(The difference muat be shipping and insurance $ 1 090 000 000
costs on the imports from Japan to U.S.)

The U.S, roports exports to Japan velued at

poiht of export from the U,S.(FOB VU,S., Port) $ 5 037 000 000
Proponents say the U.S. should report imports

from Japan at landed costs (includirg shipping

and insurance costs (CIF) which they estimate at 5 714 000 000

This shows an aotual trade
DEFICIT (say the proponents) of

.

677 000 000
CLAIMED U.S.DEFICIT

(AR EENEN N NN s

The U.S. reports exports to Jepan valued at
point of export from the U.,S, (FOB U.S, Port) £ S 037 000 000
The U.S. reports imports from Japan valued et
point of export from Japen (Japanese foreign
value = FOB Japan Port) & 4 624 000 000

This is the merchandise surplus shown now in
U.8, Trade statistios and balance of payments $ 413 000 000
acocounting, Shipping costs and insurance costs U,S, TRADE SURPLUS
are sllooated as costs in the balance of
payments if they are paid to foreign countries,
and es income if they are furnished by us to
foraign countries.
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(5) This chart does not appear in tho Strackbein; exhibit., It is
oconatruoted from the figures inoluded thersin., It uses the
same figures hut applies them from the other side of the
acoounts to see if the proponents are right. If the U.S.
really has a trade deficit with Japan, then from the Japanese
side the figures should yield a Japanese surplus.

Japanese exports to the U,3. valued at
Japanese point of export (FOB Port Japan) ¢ 4 624 000 000

Japanese imports from the U.S, valued at
landed costs (CIFP) according to the
proponenta! uethods $ 6 222 000 000

The d’-rreronOO s 1 598 000 000
JAPANESE TRADE DEFICIT

What an amazing result based on the Strackbein: formula:
JAPAN HAS A IEFICIT IN ITS TRALE WITH THE U.S.
THE U.S. HAS A DEFICIT iN ITS TRAIE WITH JAPAN (see (3) abovae)

EVERYBODY HAS A DEFICITI

(6) Proof that U.S. Department of Commerce method is correct.
(Value merchandise exports at FOB point of export.
Value merchandise imports at FOB foreign point of export)

Japanese trade #ith 'U,S, from Japanese point of view:
Japanese exports to the U.S., valued at
Jepanese point of export (FOB Japs.Port) § L 624 000 000
Japanese imports from the U.S. valued at
U.S., point of export (FOB U.S, Port) £ 5 037 000 000

$ 413 000 OO
JAPANESE TEFICIT

Japanese deficit matches UI,S, surplus (see chart (L) )

Accepted accounti principles and acoepted statistical principles
follow the equel debit/credit double entry method of bookkeeping, Like
Messrs. Newton and Einstein's prinoiples of physics, each action has equal
reaction - the mirror reflects the equal image, only reversed, left to
right, right to left, expori to import, import to export. The accounting
methods explored herein use the looking glass of Lewis Carroll, beyond
whioch lies Alice in Worderland, and her strange world,

The CHAIRMAN. The next witness is Mr. Michael P. Daniels,
United States-Japan Trade Council. We have Mr. Daniels scheduled
for 10 minutes.

STATEMENT OF MICHAEL P. DANIELS, LEGISLATIVE COUNSEL,
UNITED STATES-JAPAN TRADE COUNCIL '

Mr. Daniers. Mr. Chairman, in the interest of conserving the
time of the committee 1 will summarize my statement and ask that
it be included in full in the record.

My name is Michael P. Daniels. I upgear before the committee
on behalf of the United States-Japan Trade Council in my capacity
a3 legislative counsel for that organization.

We are hesitant to characterize our position on the bills before the
committee as one of opposition. Generally, we favor the most
complete statistical data possible on United States import and export
trade. It appears doubtful to us, however, that the additional data
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collection and reporting required by these bills would materially
assist analysis of movements or problems in international trade.
It also appears to us that these proposals could obscure and confuse.
The Jmesent system is satisfactory, and at best, no improvement
would flow from the adoption of these proposals. As pointed out by
the previous witness, the administration of the bills, if enacted, would
involve substantial additional costs and difficulties for Government
agencies and for those en%alged in international trade.

I think the main point, Mr. Chairman, is that statistics must always
be properly qualified. Any basis of reporting is arbitrary under any
system that either is existent or might be proposed. That is the
nature of statistics. As long as we do know what is included and on
what basis the statistics are reported, we find the present system
acceptable.

e also feel, and I think we had a good demonstration of this in the
testimony of Mr. Strackbein, that the dangers of distortion, and mis-
reprosentation would be much greater under the proposed additional
statistical reporting proposed by the bills,

The CuairmaN. Of course, one thought that does occur to me is
that depending upon the purpose, you might want to break your ocean
froight down to see who 1t was that carried that in terms of trade.

Mr. Daniers. I think that is important.

The CaamrmaN. If you are hauling something on an American
bottom, that is some of our business. It helps our balance of pay-
ments 1f it is balance of payments you are thinking about. For
example, if you are hauling it in somebody else’s bottom, it goes to his
account for balance of payments, and on the frei%ht part of 1t it might
be well to look and see just who the carrier is. It does make a differ-
ence on balance of payments.

Mr, DanieLs. I think that this is true. I think there are such
statistics and I think when one realizes the insurance side of the picture,
it is hard to distinguish between insurance related directly to com-
modity movements and to individuals, and this is perhaps where we
could have more refined statistics.

I think another point that the remarks of the chairman bring out is
that there are many ;;urposes for using import and export statistics.
If you want to use them for balance-of-payments purposes, then I
think you want to chart the dollar flow. If you want to use them
to compare commodity trade, we believe you want to approximate the
value of those commodities and the value of those commodities qua
commodities, not the other services added on; and have a separate
account for ocean rate, insurance, and these other costs. e do
believe that computing both exports and imports on an f.0.b. basis
brings you much closer to that commodity value, as elusive as that
might be, and we do think that is always a proper concept.

ow, we have appeared before congressional committees, before the
Tariff Commission, before the Traode Information Committee, where
the question was the impact of particular imports on domestic produc-
tion of like or directly competitive products.

Mr. Chairman, we have never, never used gross dcllar figures.
You cannot do it. You would be laughed out of court because you
are not comparing like with Jike. If we want to say there is so much
imports of commodity X, we do it in pounds or in yards or in units of
measure. If we want to use figures, values, we usually use it to com-
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are price and there we have to add costs of freight, insurance, duties.
Ve have to include the U.S. duty as part of the cost. Commissions,
brokerage, financing charges, and so on inust also be included to
bring it up to a wholesale landed duty paid cost. So then we can
compare it against the wholesale price of a similar commodity in the
American market. But I do not think anybody could get away with
saying to the Tariff Commission there are so many millions of dollars
of that and the domestic industry shi;ised so many millions of dollars
of that. They are just not comparable.

So I think the other iiportant point we have to make is what are
you using it for? .

Now, just skipping through, this is also true when we talk about our
agricultural exports. If you want to talk about dollars, if you are
talking about balance of payments, then you want to compute only
those agricultural exports which were paid for in dollars, and if some-
body paid rupees for them they should be excluded. But suppose
{rou want to find out what is the total disappearance of wheat from the

nited States because you want to gage the effects on the American
farmer of his market for wheat. Well, quite obviously if we get rid
of so many millions of bushels of wheat to India, this is of great
significance to the American farmer, there is absolutely no significance
in terms of our balance of payments. But the only point we are really
making is that let us have as refined a breakdown of all of our imports
and exports as possible and know what we are talking about.

Now, just for the information of the committee, and I must apologize -
I was not here through the testimony yesterday, we note that the
Department of Agriculture does in quite some detail report the move-
ment of agricultural commodities by program and by shipments in
dollar amounts, and it is quite a refined breakdown. It appears in
the publication entitled ‘‘U.S. Agricultural Exports to European Eco-
nomic Communities, 1962-65,”” published by the Department of
Agriculture. These figures are available.

Now, I might, perhaps with too great pessimism, say that no matter
what basis we have statistics on, there will be people who will try to
use them to their maximum advantage and that includes our side as
well as other sides of the trade issue. I do not think you are going to
stop anybody from taking the kind of look at these statistics that they
wish to take. I think it is important, however, that in official statis-
tics of the U.S. Government that insofar as possible, the basis and
the inclusion of the figures be made very, very clear, and then a
body such as the Senate Finance Committee and others can make
their own judgments as to what correct balances should be.

I would also in conclusion not like the committee to be left with the
impression which might have been gained from previous witnesses
that there is a deficit in the U.S. trade account except by the grossest
kind of distortion. We do enjoy a substantial surplus and I think that
in terms of our overall balance of payments, foreign trade has had &
significant lpos;it;ive effect on our position in the world.

I would like to thank the committee for its time,

The CrAIRMAN. Thank you.

(Mr. Daniel’s prepared statement follows:)
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STATEMENT OF MICHAEL P. DanieLs, LEGIsLATIVE CoUNSEL, UNITED STATEs-
JAPAN TrRADE CoUNCIL

Mr. Chairman and Members of the Committee, my name is Michael P, Daniols.
I appear before the Committee on behalf of the United States-Japan Trade "
Council in my capacity as Legislative Counsel for that organization.

We are hesitant to characterize our position on the bills before the Committes
a8 one of opposition. Generally, we favor the most complete statistical data

ossible on United States import and export trade. It appears doubtful to us,
owever, that the additional data collection and reporting required by these bills
would materially assist analysis of movements or problems in international trade.
It also appears to us that these proposals could obscure and confuse. The present
system is satisfactory, and at best, no improvement would flow from the adoption
of these proposals. The administration of the bills, if enacted, would involve sub-
stantial additional costs and difficulties for government agencfes and for these en-
gaged in international trade.
tatistics must always be properly qualifiecd. Any basis of reporting is es-
gentially arbitrary. So long as we know what it included, and on what basis the
statistics are reported, however, the present system is perf‘ectliv acceptable. The
opportunities for distortion and misrepresentation of the actual significance of the
statistics would appear to be greater under the proposed modifications.

We wish to make it quite clear that the ptoblem of valuation on a c.i.f. basis
rather than the current system (which roughly speaking is an f.o.b. system of
valuation) is not taken up here. As the Committeo knows, the United States
Tariff Commission, pursuant to a resolution originating in this Committee, is
undertaking a study of alternative bases of valuation. hat is under considera-
tion here is the question of whether statistical reporting, apart from valuation,
should include a series on a c.i.f. basis for imports.

S.J. Res. 115, Section 1

Turnin§ to Senate Joint Resolution 115, we shall first comment upon Section
1, which In essence proposes an additional set of reports and statistics of import
transactions on a c.i.f. basis. -

The principal utilization of import and export statistics is to provide information
on the balanca of the commodity trade of the United States. -Under the present
system of reporting, a more accurate comparison of imports and exports is possible.

resent U.S, statistics compare the value of commbdities on a'f.0.b. basis, both for
imports and for oxports. Thus, like {s comparcd with like. To report on a
c.i.f. basis for imports and continue with the .0,b. basis for exports would introduce
a fundamental distortion in any comparison of import and export figures. ‘

Under present practices, if we wish to ascertain a figure reflecting both com-
modity movements and the cost for ocean’ tmns?ortatl(m and marine insurance,
we can do so By adding figures from the invisible account of: U.S. international
balance-of-payments statistics. : v o ' : .

The second important reason for compiling import and export statistics is to
ascertain the significanco of commodity trads in overall balance-of-payments
statistica. It appears to us that adoptfon of these proposals would tend to obscure
the actual position. Included in our import statistica would be payments which
may or may not be made to foreign sources. For example, if a shipment of goods
were imported from Japan in an American bottom and jnsured by an American
company, the entire transaction would appear in’ the proposed statistics as part
of the import value, whereas in realty the freight and insurance payments would
be made to Americans and involve no foreif;n exchange loss. As statistics are now
compiled for the balance of payments, the invisible account reflects such payments
but properly ascribes them as debits or credits. - o _

Another reason for import and export statistics is to provide material to gauge
the impaot of particular commodity imports, We have appeared many times
before the United States Tariff Commission, Trade Information Committes, and
Committees of the Congress, where the question was the impact of particular
imports upon United States production of like or dircetly competitive commodi-
ties, Raw import data on the basis of value have never been acceptable in
making such comparisons. The most significant set of figures involves quantita-
tive measurements (yards, pounds, units, eto.). To the oxtent that value is
used as & basis of comparison, it has always been necessary to add factors for
freight, insurance, duty and other charges of importation and to calculate a
duty-paid, landed, wholesale price. This exercise would still be necessary under
the propored system, which would be of little help in arriving at figures reflecting
total costs and values in particular trades. . :

Another reason for import and export statistics is to compare our balance of
trade with the balance of trade of other nations. Since many of these countries
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are on a different basis, it i3 somewhat difficult to make comparisons of the U.S.
trade balance with their trade balances. This also, however, can be largely
corrected by reference to reporting by other countries or by the United States of
invisible transactions. :

Finally, import statistics are used as a basis for tariff negotiations, Certainly
if the importance of U.S. tariff reductions were judged on the basis of volume of
f.o.b. values and the importance of redugtions of other nations on the basis of
o.if. values, distortions would be introduced in the relative valuec of duty con-
cesslons. We are informed, however, that these factors are definitely taken into
account by U.S. negotiators.

S.J. Res. 115, Section 2, and S. 8628 . .

Both Seotion 2 of the Dirksen Rosolution (S.J. Res. 116) and the provisions
of the Sparkman Bill (8. 3522) would require reporting of exports so as to reflect
government subsidization and financing. . Our information is that those data are
readily available from official sources.

There are a number of difficultics involved. A broad range of measures sup-
ported directly or indireotly by the United States Government is used to encour-
ago oxports, including assistance in financing. What i{s or what is not a ‘‘subsidy”’
may be difficult to ascertain. Many ‘‘subsidies’” have little relationship to
cexport considerations but are designed primarily to make agricultural price
support programs workable, Their primary aim is to support the income of

American farmers. :
What gives us most pause is the use to which such statistics would probably

be ;mt. ndoubtedly the enemies of a liberal trade policy would seek to exolude
all “subsldized” exports from consideration in the U.S. commodity balance or in
its balance of payments statistics. This would be unjustified in many cases,
espeoially where governmett financing (rather than subsidization) is involved.

On the wholo, however, we have no objection to additional reporting ot exports,
including agricultural exports, so as to make clear the role of subsidization or .
financing by government. SJ_apan, as the Committee is probably aware, is the
biggest cash dollar market for American agricultural commodities). We think
the determining factors should bo the present availability of such data and the
cost and added difficulties for the government agencies involved.

We would like to thank the Committee for this opportunity of presenting our

views.

The CuATRMAN. Mr. George P. Byrne.

STATEMENT OF GEORGE P. BYRNE, JR., U.S. WOOD SCREW SERVICE
BUREAU

Mr. Byrne. With your permission, we would like to put some
charts right here so you.can look at them. _

The CHAIRMAN. Put thém over here, then those in the hearing
room can see as well.

Mr, ByrneE. Mr. Chairman, my name is George P. Byrne, Jr. I’
am secretary and counsel for the U.S. Wood Screw Service Bureau,
New York City. |

I would like to request that my statement be included in the record.
I will summarize briefly, if I may.

I am referring to our own industry statistics because they reflect
what has happened to a domestic industry that has been hit by imports
since the early 1950’s. |

The reason that I refer to our specific industry is that I think the
same principles of statistics can a})pl(fy to our overall national economy,
and stressing the importance of adoption of this Senate resolution
here for clarification of the figures.

In the case of wood screws, which is an industry that was affected
léy imports years ago, we have fairly definite figures compiled by the

ensus Bureau, so that we are alerted to the injuries which are
occurring to our industry here. In other branches of this industry,
however, machine screws, socket screws, each of which accounts for
anywhere from & $20 million to $40 million to $50 million per-year
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industry, have no such specific figures. Therefore we don’t know,
although the imports so far as we can tell are increasing every year,
we don’t know the figures. We don’t have the figures. They are
not broken out, available, in these industries.

But here in wood screws we do have the figures. There on the
important figures, they are the iron and steel only, and our domestic
shipment figure, which is the black line there, includes nonferrous
as well as iron and steel, which amounts to about 20 percent. So
that when we think of comparing the import statistics of iron and
steel with the d-mestic figures of iron and steel plus nonferrous, we
have to be careful that we don’t underestimate the impact of the
imports by approximately 20 percent.

ow, in tnis industry today, as you can see from the chart, the

een line, the solid green line, and the black line—the green line

is imports. The black line is domestic shipments. They are approx-
imately equal., The imports today equal the domestic shipments.

Now, we think so far as knowing what is going on in this industry,
and we need to know more about what is going on in some of our
other industries which are being similarly inundated by imports,
that it is doubly important that we as a country know what the figures
actually mean in our overall exports and imports, and I have made
points similar to Mr, Strackbein’s about the fact that some of our
exports are, of course, generated by our own dollars, and we just
happen to see this in wood screws right now where demands are being
made on the domestic industry for shipments to southeast Asia.

I make a point in my statement that one of these days we are
going to wake up perhaps in a national defense situation and need
these materials and not be able to produce them domest.ically because
this is the kind of an industry where the machines don’t appear
overnight. Wood screw makm% machinery is not made in this
country anymore and to start from scratch and produce a wood
screw industry takes years,

The CHAIRMAN. ere is it made?

Mr. ByrnE. Beg pardon?

The CnairMaN. Where is it made? ‘

Mr. ByrNE. Wood-screw-making machinery? Mostly abroad.
Japan, England, perhaps, now. e used to be a strong maker of
wood-screw-making machinery in this country, but no more, and, of
course, if we don’t have the machinery to make wood screws, we
can’t make wood screws here. We can’t make wood screws if we
are unable to com})ete with foreign trade. And this is happening
in other branches of the screw, nut, bolt, and rivet industry.

So, Mr. Chairman, I point to this only to emphasize the 1mportance
of knowing what is happening here, and I think this is true in our
national picture and I make a point about the ocean freight and
insurance and the fact that these figures are not directly comparable,
and while we may be laboring under the apprehension that we have
some kind of surpluses here, we in domestic industry don’t believe

it at the moment.

So I make this point, Mr. Chairman, to emphasize the importance
of going ahead to clarify these figures. We don’t agree that a little
more cost isn’t desirable in order to get them as correct as possible.
And, finally, we feel that the overall figures are enough in balance or
that maybe we are on a deficit situation today so that there is no
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justification for further cuts in duties in this present round of tariff
negotiations.
hank you very much, sir. : :

The CHAIRMAN. You are very welcome. -And if you will have those
charts Erepared in a different form and just on a sheet of paper,
we can have that put in the record for you.

Mr. BYyrNE. Yes, sir.  'We will see that that is done.
¢ 1gThe)prep"ured statement with attachment of Mr. Byrne, Jr.,

ollows: .

STATEMENT BY GEORGE P. BYrRNE, JR., SECRETARY AND LEGAL Counsker, U.S. -
Woop Screw Service Bureau, New York City, N.Y.

My name is George P. Byrne, Jr. I am Seccrotary and Legal Counsel of the
U.S. Wood Screw Service Bureau, 331 Madison Avenue, in New York, N.Y,,
consisting of domestic manufacturers of wood screws. It has been the concern
of the companies I represent that statistica on tmporls as well as exports, both in
general totals and for speocifio industries, are not sufficiently clear to reflect fully
the severe impact of imports on domesticindustry. We attach, hereto, 8 summary
of what has happened to the domestic wood screw industry as & result of low wage
cost imports. Parenthetically, I might say that there is & shortage of wood
screws in the United States today because of the tendenoy of imports to dry u
in periods of national emergency. While the situation is not critical and wi
depend on the future of the Viet Nam War, this country could find itself in a
difficult position in a war emergenocy confronted with shortages of many products
which are imported in times of peace but become unattainable in war.

COMPARABLE STATISTICS ESSENTIAL

As you can see, the import statistics on wood screws do reflect what has hap-
ened in this particular industry. However, in other branches of the fastener
ndustry, 1.e., machine screws, tapping screws, cap screws, socket screws, etc.,

the statistics on imports are not segregated by product classes and do not reflect
information in any form that can enable either the industry or the public to
determine the impact of imports.

It is our experience, and we have had long training in collecting sales and ship-
ment statistics for domestic manufacturers through trade associations, that it is
important that clear and understandable definitions be used for the reporting
company and likewise that theso definitions or descriptions of particular industries
or groups of imports must be sufficiently clear to be understood by readers of the
statistics, This obviously applies to statistics reflecting sales among nations.

Referring to folal exporis of all classes of commodities, according to currently
issued government statistios of $26 billion in 1965, it is clear that at least $3 billion
of these exports were duc to purchases as a result of forei%n aid, military
grograms, or other transactions which were supported by funds from the United
States Government. These $26 billion of exports did not all represent effective
demand by foreign countries. We are merely receiving back dollars that were
spent in another way abroad. For example, it frequently occurs that imports
of wood screws from abroad compete dircotfy with USA manufacturers in the
market in this country, while our sales of wood screws abroad are stimulated not
by effective buying by the country abroad, but really arise from U.S. funds being
used to finance gurc ages of foreign users. We know this is happening -now in
some unusually high demands from Viet Nam and southeast Asia. This is not
trade. It is ‘“give away’’ economics and such sales in export should not be com-

ared statistically with low wage cost imports now undermining our domestic
ndustry. This, of course, 1s true of many other commodities.

FOREIGN VALUE SHOULD INCLUDE OCEAN FREIGHT AND INSURANCE

Further, when import values are based on foreign value, without insurance and
ocean freight, such values do not accurately reflect the value of merchandise being
shipped into the United States in competition with domestio products. It has
been estimated that ocean freight and insurance amount to from 10 to 15% of the
total cost of shipping products from abroad to the USA. If the total imports in
1965 were $20 billion, 15% of this amount, including ocean freight and insurance,
would be $3 billion or a total of $23 billion imports instead of $20 billion.

When these adjustments are made in the overall statistics, it becomes evident
that the balance of the trade in 1985 was. approximately .equal and. that USA
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imports approximate exports. 8ince our trade is apparently in balance, is there
?'t}y ussci cation for further tariff reductions in the present ‘‘Kennedy Round”?

e think not.

In this connection, I speak on behalf of the Screw Manufacturing Industry of
which the Wood Screw Industry is a part. It is most essentinl that government
statistics, on which koy decisions are made, reflect clearly and accurately the
adverse impact of low wage cost imports on both domestic industry and labor,

Comparison of wood screw orders received and shipmenls made by U.S. manufacturers
{o domestic consumers compared with importalions of wood screws (reports from 1
U.S. manufacturers)

Domestic monthly average Percent imports of
Imports of domestic—
: wood screws
into U.B.A.
Orders Shipments Orders | Shipments
{(AMontAly
arerage
(Gross) {Grons) Grosy) (Percent) | (Percent)
4,858,837 4, 909, 829 7,879 0.17 0.16
4,651,367 4,74),002 29, 204 .63 .62
3,126, 982 3,074, 209 17, 506 .56 .
2,203, 745 2,339, 854 12,923 .56 .85
1, 670,658 1,627,570 5,342 3 .33
2,397,476 2,303,708 10,671 44 .48
2, 254, 689 2,217,838 14, 401 .64 .64
3, 140, 866 2,891,017 - 27,185 .88 .0
3,049,753, 3,031, 832 853 1.4 1.45
2,344,171 2,654,333 78 2.08 1.84
1,925,929 1, 938, 490 13, 018 .72 .72
2,740,412 2,621,713 2,042 A4 . 46
2, 803, 477 2, 668, 931 2,220 .08 .08
4,540,036 | - 4,853,831 ;
3,810,778 3, 812, 508
3, 744, go 3,791,818
31 1 3, 247, 862
3,337,240 3,109, 660
5,253, 600 3,936, 848
3,874,918 4,210, 695 ]
3,020,848 3,637,110 -1 PSR ISR, aee
2,674,422 |- 2,628,030 776 .03 .03
4,902, 49 4,239,436 689 2,94 3.48
4,053, 358 4,368,027 528, 214 13.03 12,10
3,238,101 3,301,708 304,448 12,18 11,95
3, 530,049 3,578,088 460, 141 13.03 12,88
3, 405, 458 3,362, 334,806 9.89 10.02
3,255,423 3,147, 10. 744,028 ' 22.88 23.04
2,829, 452 2,807,322 816,558 | ' 28.88 20.09
2, 393, 505 2,408, 141" 603, 489 25. 30 25, 14
7oape| ekm| esy| B o
1,014,835 1,022,138 972,422 50.78 50,89
1,902, 043 1,830, 188 804,820 42,31 41.70
1,614,901 1, ﬂ)z. s 1,108,476 .2 73.20
1,444,017 1,419, U7 1,146, 422 79.53 80.78
1,438,817 1,428,761 1,410,828 68,21 08, 74
1, 504, 597 -1, 489, 656 1,502, 144 105, 82 106, 88
1,100,012, 1,205,766 | = 2,171,877 181. 10 180. 08
1.846,13% 1,388,876 1, 525, 268 113.31 112, 24
1, 426, 500 1,475,632 1, 605, 474 118.85 114.90
1,521,804 | 1,496,007 1,830, 336 107. 13 108. €8
1,454,308 1,311,857 1,669, 139 114.77 127,23
1,428, 501 1,388, 709 1,461,453 102. 31 108.23
1,346,303 1,349, 406 , 128 61.88 61,74
1,880,650 1,481,817 1,378 824 73.32 93. 05
l.g& 138 1, 609, 805 2, 185, 690 143. 12 136,62
1, 004 1,623,352 1,946, 964 121,08 127.81
1,437,870 1,408,743 1,222,203 23.00 81.71
1,494,004 1, 839,033 1,852,702 124.00 120.38
1,258, 640 1,184,012 2,019,569 160. 46 170. 87
4] . 1,873,204 1,668, 1,494, 185 79.77 89. 64
September................. 1,518,508 1,646, 921 1,323, 660 87. 34 80.87
October.......cooimaaaane. 1.2?5,@ 1,554,364 1,487,325 123.36 95, 69
1,3 1,377,407 1,670,812 110. 14 114. 04
1, 589, 888 1,458,215 1,700,671 112.65 123.05
1, 369,280 1,365, 664 1, 545,839 112.90 113.20
1.474.% 1,345,100 1,431,010 07.09 106. 45
1,668, 1,608,172 1, 338, 935 7.2 90. 62
1,486,054 1,479,047 1,422,844 08,75 06. 20
1,461,050 1,412,083 1,699, 453 - 116,82 120.35
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The CaAIRMAN. Mr. Lewe Martin of the Cycle Parts & Acces-
sories Association. We have alloted you 5 minutes to explain your
position. :

STATEMENT OF LEWE B. MARTIN, GENERAL COUNSEL, CYCLE
PARTS & ACCESSORIES ASSOCIATION

Mr, MARTIN. Mr, Chairman, I am an attorney with offices here in
Washington, D.C., and for the record may I say that three of my
other clients have authorized me to advise the committee that they
urge the adoption of Senate Resolution 115, namely, the Anti-Friction
Bearings Manufacturers Association, Stainless Steel Flatware Manu-
facturers Association, and the American Mushroom Canners Com-
mittee. They are particularly interested in the bill which has been
introduced by Senator Sparkman. , '

I appear as general counsel of the Cycle Parts & Accessories
Association, a trade association organized some 41 years ago. We
meke many items which form an'integral part of the bicycle itself or
are used exclusively in conjunction with bicycles.

This industry is %ainfully‘ familiar with the trade programs of the
United States and the increased imports of bicycles and %icycle parts
and acceéssories that have resulted therefrom. It is the context of
the use of ¢.i.f. data in relating increasing in ports and their economic
effect on-domestic industries that I speak today. In our industry
imports have already absorbed more than 50 percent of the market
and forced the demise of such giants as the New Departure Division
of General Motors, the Cycle Division of Diamond Chain Co., and
the Cycle Parts Division of thé Torrington Co. We submit that our
negotiators should be more fully apprised of the effect on the U.S.
economny of imports, which is one of the purposes of Senate Resolu-
tion 115. ‘

I have had the opportunity since 1951 to represent various domestic
})roducers‘ in tariff matters including the hearings held in preparation
or negotintions under the trade agreement and trade'expansion
legislation. These hearings were before the Tariff Commission and
the Committee for Reciprocity ' Information and, more recently,
before the Trade Information: Committeo. ‘

The 'most important: comparisons that domestic producers could
present to these two groups were the relative trade data and economic
effect that the market price of imports would have on the industries
involved. " In many'eases, particularly bicycle accessories, which are
classified in basket tariff itenis, even the f.o.b. value of imports was
difficult to develop from published statistics. ' May I say that if the
c.if. data -had been: available, domestic industry could have been
vastly more helpful to the Government agencies investigating the list
of items to be negotiated. - -

It has been a cause for concern in the past that the preparation for
any negotiation of trade agreements by Government agencies has
been conducted in such secrécy. To be sure, certain of the trade
negotiations must 'of ‘necessity be conducted in private, but all the.
supportinig_statistical information need not be accorded this immunity
from publicview. - Senate Resolution 115, if nothing else, has en-
couraged the Treasury and Coimmerce Departments and the Tariff.
Commission to provide the Special Trade Representative with com-
parison of f.o.b. and c.i.f. import statistics for 1964 and 1965.
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Apparently this data is to be made public, as Mr. Paul Kaplowitz,
Chairman of the Tariff Commission, included a table on “steel sector
products” in his memorandum to the committes. The domestic
industries I represent sincerely hope that these studies will be ex-
panded rapidly to all other items to be negotiated and made available
to the Special Trade Representative in time for his use in the Kennedy
round negotiations. Not only will this c.if. data provide a more
meaningful price comparison for imports with U.S. products statistics
more comparable with those of the EEC—our most important
trading partner—but is the only logical basis for examining and
ne%otiatiug the tariff disparities issue. :

have said that import statistics, based on a c.i.f. valuation, would
heve been extremely valuable in past tariff negotiations and the
present Kennedfr round, but I must emphasize that such data will be
absolutely vital to future investigations and negotiations. Par-
ticularly is this so if concessions up to 50 percent are agreed to in the
present round. There is very little meat left on the bone of most
px(‘ieseelzlt duties and any further reduction must be carefully con-
sidered.

So far the testimony we have heard in this hearing leads us to believe
that in Enst negotiations foreign countries have used the U.S. export
data, which is inflated by Public Law 480, AID and other Govern-
ment-financed exports, and U.S. import data deflated by an estiinated
17J% percent for ocean freight and insurance, as a basis for determining
a balance of concessions. This we submit has put the United States
at a disadvantageous position and has lead to inequities in concessions.

Some witnesses have estimated the difference in f.0.b. and c.i.f. to
be more in the neighborhood of 8 to 10 percent, but the Tariff Com-
mission has stated that for the steel sector products the difference
was for 1964 about 17 percent, and 15 percent for 1965. Perhaps the
difference is lower in EEC trade where their trade partners are close
together but freight for these countries and Japan to the United
States is a substantial factor and we believe the 17 14-percent difference
to bel(l:lose‘}' to the actual difference. Anyhow, why not find out what
it really is

It has been stated that it would be highly inaccurate to include all
payments of ocean freight and insurance charges in the balance of
payment3 because a part of these services may be supplied by the
importing country itself and to that extent such payments do not
represeut international financial transactions.

o certainly agree with this, although regretfully. The Statistical
Abstract of the United States reports that for 1064 U.S. operating
ships carried 14 percent of our exports and 7 percent of our imports.
This is truly a sad situation, especially when 1t is noted that the ex-
ports are high only because of cargo preference laws. Preliminary
1965 Maritime Administration reports are even lower, averaging only
7.6 ;iercent for all trade movements. But the balance-of-payments
problem is not affected by Senate Resolution 115 and we do not under-
stand why it would not be possible to collect the freight and insurance
data from the importer on a regular Customs invoice. Certainly the
importer will know to whom he is paying freight and insurance and
could note payments to U.S. companies if this would provide a more
accurate appraisal of the balance of trade.
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There has been a suggestion that Resolution 115 would require a
reporting of imports on the basis of the Brussels Convention. It was
stated by the witness for the Treasury Department that.this would be
complicated indeed for the Bureau of Customs. As we understand
the resolution, no complicated new data is required. Very simply,
the Bureau of Customs will be asked to add to the foreign value or
export value, a figure already required under present law, the insur-
ance and shipper charges incident to landing the imported articles
at the port of entry into the United States. After the Tariff Com-
mission makes its report in response to the Finance Committee’s
resolution requesting suggestions and recommendations for improve-
ment of the customs valuation laws, it may be found desimﬁ)le to
adopt the Brussels definition of value. That action does not appear
to be required by the resolution, however. -

We strongly endorse the adoption of Senate Joint Resolution 115,
which woulg rovide much-needed statistical data to the U.S. Gov-
ernment and business community. Surely the additional cost esti-
mated at between $1 and $1% million is a small price to pay when
related to an export-import business of some $43 billion.

Thank you. -

The CrairMaN. Thank you very much, sir.

Next we will hear from Mr, T. E. Veltfort of the Copper & Brass
Fabricators.

STATEMENT OF T. E. VELTFORT, MANAGING DIRECTOR, COPPER
& BRASS FABRICATORS COUNCIL, INC.

Mr, VELTForT. Mr. Chairman, I am managing director of the
Copper & Brass Fabricators Council. The council represents domes-
tic copper and brass fabricators on industrywide problems which
arise in the course of foreign trade in copper- and brass-mill products.

It, therefore, is directly concerned with complete, accurate, and
reliable Government statistics on imports and exports. Senate Joint
Resolution 116 would direct the Secretary of the Treasury and the
Secretary of Commerce to provide more complete and meaningful
statistical information so that a domestic industry can better evaluate
the significance of imports and exports.

As imports are now reported by the Government, their value is
stated in terms of their foreign value. This value does not include
charges for ocean freight and insurance, which must be added to
determine their true landed value here. The result is that the Gov-
ernment’s statistics understate the value of our imports as compared
with our exports, and thus present. a misleading picture of our foreign
trade. This unfortunate distortion is to the disadvantage of our
domestic industries and should be corrected. .

We therefore, strongly support Senate Joint Resolution 115.

The gap between the foreign value of our imports and their landed
value 1s substantial. This gap is not directly ascertainable by
industry in view of the Government’s method of reporting and in this
is to be found one of the principal faults which Senate Joint Resolution
116 would correct. It has been estimated on various occasions by
reliable sources that the gap may run from 10 percent to as high as

68-666—66——-11
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€
25 perdent, depending on the product involved. In statistical reports
of the Intornational Monetary Fund, it is estimated at 10 percent.!

Mr. O. R. Strackbein, a close student of international trade, has
computed a differential of 17} percent, based on applicable statistics
available for certain countries.?

It appears resonable to assume that this gap may well average 15
percent in arriving at the quantitative monetary effect. If we take
the nonmilitary imports for 1965 at $21,492 million as reported by .
the Government—that is foreign value basis—and subtract this from
the Government’s figure on nonmilitary exports of $26,285 million,
we obtain an ostensﬁ)le balance in our favor of $4,793 million. If
however, we add 15 percent—or $3,224 million—to cover the cost of
freight and insurance to the reported value of our imports, the apparent
favorable balance in 1965 is reduced to $1,569 million.

While the cost of transporting our imports is included in the item
of transportation in the Government’s balance-of-payments state-
ments, our present interest lies not in the balance between our pay-
ments and our receipts for international transportation—which
incidentally resulted in a deficit in 1965—but in that part of the trans-
portation panyments which should have been reported as an addition
to the reported value of imports, in order truly to indicate the cost of
the tmports as landed here. _

But that is not all.  The nonmilitary exports in 1965 were reported
by the Government as $26,185 million. This inlecudes a substantial
amount of exports finnnced by Government grants and capital.
Such exports should not be included in any measure of our commereial
competitive position. The Department of Commerce indicates that
this amounted to $2,714 million in 1965. Morcover, the Government
has subsidized exports of certain agricultural produets in amounts not
incidated in the Department of Commerce figures. Such information
as is available indicates that these exports are substantial, and require
a further reduction in the true commercial value of our exports. If
these adjustments are made, as we submit they should be, they would
change dle apparent surplus in our foreign trade in 1965 into an actual
sizable deficit. A similar deflation of our apparent favorable balance
occurs also in previous years. Instead of the surface indication that

“our private economy is holding its own in foreign trade on a competi-
tive basis, appropriate adjustment of the data presented by the
Government shows a considerably less favorable situation.

To an industry like ours, whose imports substantially exceed its ex-
ports, primarily because of lower labor and related costs abroad, the
overall competitive position of our country in foreign trade is im-
portant. Obviously we are not in a unique position, if the overall
result of our national foreign trade policies has been an actual deficit.
There must be a significantly large number of other industries, in a
position similar to our own, to result in such a situation, This is an
important fact for us to be able to establish, when remedial measures
are proposed in connection with problems arising from the inability of
our industry to compete with imports, _

Senate Joint Reso‘ution 115 is simple and direct. It would require
us to value our imports in the same way that other countries value im-
ports coming to them. It would have our Government’s statistics on

1 Congressional Record, June 23, 1066; pp. 13,492 and 13,493.
t Congressional Record, Oct, 7, 1065; exhibit 2, pp. 25,265-25,267.
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imports and exports include the values which must be known to draw
reliable conclusions on the competitive position of our private economy
in foreign trade. Thus the resolution would require t?mt the Govern-
ment’s reports on imports include the value of such imports that the
cost of insurance and freight added—that is, ¢.i.f.—as is the common
practice abroad. It would require, further, that the export statistics
state not only the total exports which have been subsidized by the
Government and the amount of the exports under Government-
financed programs. Only if this additional information is given in our
Government’s statistics on foreign trade, can we arrive at a true meas-
ure of our Nation’s competitive position and relate to it our own in-
dustry situation, _

It is for these reasons that we urge that Senate Joint Resolution 115
be adopted.

The Cuarrman. Thank you very much, sir.

I am going to have to call a recess here for a few minutes to keep
another commitment. Senator Dirksen is on his way here. 1 wih
be back here in 10 minutes.

(Brief recess.)

Senator DIRKSEN (presiding). Is Mr. Golden here?

Mr. Golden?

Is Mr, Garstang here?

Mr. Garstana. Yes.

Senator DirkseN. Will you come up to the table, please.

Mr. Garstang, will you 1dentify yourself?

STATEMENT OF M. R. GARSTANG, NATIONAL MILK PRODUCERS
FEDERATION

Mr. GarsTaNg. My name is M. R. Garstang. I am general counsel
for the National Milk Producers Federation.

Senator DirkseN. For the what?

Mr. GarsTanag. National Milk Producers Federation.

Senator DirksEN. Ol, yes.

Mr., Garstang. Mr. Chairman, T will summarize my statement in
just a couple of minutes.

The fedoration represents dairy farmers and dairy cooperative
associations through which they manufacture and process the produce
that they raise on their farms. We were organized in 1916, Woe are
celebrating our 50th anniversary this year. )

Foreign trade policies have been of very much concern to the milk
producers in this country because they have a tremendous impact on
the domestic production of milk and also on marketing of domestically
produced dairy products. “They have a potential to destroy the
Amia_ri((ian industry as we now know it unless there are some controls
applied.

p'll)‘he reason we have this problem is because of the very great
difference in price between our domestic products and the world
prices. Our domestic butter is supported at the present time at
6714 cents a pound. At New York the market is about 74 to 75
cents o pound. That is the wholesale price. In comparison butter
has recently been priced-in Holland as low as 18 to 19 cents a pound for
export and a reasonably rounded figure for world prices of butter for
export would be around 25 to 30 cents.
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So we are in a position where world prices of butter are about one-
third o{e Elhe price at which our own product is sold and at which it is
supported.

t might'be very easy to say, well, we ought to bring our own prices
down. They have been lower for about 5 years. They have been at
75 percent of parity for about 5 years and prices are higher now as a
result of a very serious decline in production, so serious that the
Secretary very recently had to increase the price support to about 89

ercent of parity. So we can’t produce milk in this country for much
ess than the present price, and you can’t compete with foreign
im'gorts at 20 to 25 and 30 cents a pound.

ariffs on these products amount to only a few cents. The ocean
freight and insurance is about 3 to 4 cents & pound. So you can ses
what a tremendous problem there is in bringing the imported products
into this country.

We have some controls which we have had to fight every year to
maintain and as I have indicated before, without them the dairy
industry in this country as we know it cannot continue to exist.
What we need to do is to approach this thing realistically. Is this an
essential industry or not? If it is essential, and dairy products and
milk are essential, what are you going to do for supplies if you let
your domestic industry go down and you have to depend on overseas
gupp‘}ies in the event of a war or emergency when you can’t get them

ere

With respect to the bills that are before the committee, the only
thing that we want to say there is that anﬂrghing that this committee
can do which would bring about a more realistic apﬁmisal of the actual
situation that exists would be most welcome to the dairy farmers of
this country. :

One of the things that we would like to see would be comparison of
wage rates, not because we are directly interested in_wages but
because they give you a sort of a measuring stick as between different
countries, and also prices as between different countries. We are
not on an equality basis with these other countries and we have to
be honest with ourselves and recognize it.

Those are the only comments I care to make.

Senator DirkseN. That Dutch price of 18 cents must be a dumping
price, isn't it?

Mr. GarstaNG. Practically all exports from foreign countries are
subsidized. Practically all of them.

Senator DIrksEN. Surely they can’t produce butter for 18 cents a
pound over there. _ ‘

‘Mr. GarsTanGg. They have got a tremendous surplus of it over
there this last year or so. ,

Senator DIrRksEN. So it is a case of dumping.

Mr. GARsTANG. Yes,

Senator DirkseN. Well, Mr. Garstang, thank %'ou.

(The prepared statement of M. R. Garstang follows:)

STATEMENT OF M. R. GARSTANG ON BEHALF OoF THE NATIONAL MILK PRODUCERS
: FEDERATION

SUMMARY

" 1. The National Milk Producers Federation represents dairy farmers and their
dairy cooperative associations. It-i8 concerned with the effeot of foreign trade
policies on domestic milk production and the marketing of domestio dairy products.
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2. The dairy industry has a most serious problem with respect to foreign trado

lioies becauso of the great differences between domestic and world price levels
or dairy products.

3. We are in favor of legislation that would provide better statistics and lead
to a more realistio understanding of the foreign trade picture, particularly as
applied to American agrioulture.

THE FEDERATION

The National Milk Producers Federation is a national farm organization., It
represents dairy farmers and the dairy cooperative associations which they own
and operate and through which they act together to process and market, on a cost
basis, the milk and butterfat produced on their farms.

: ;l‘he Federation was organized in 1916 and is celebrating its 50th Anniversary
this year.

Praoctically every form of dairy product groduced in the United States in any
substantial volume is produced and marketed by dairy farmers in deiry cooperative
plants represented through the Federation.

Foreign trado policies, particularly with respeot to imports and exports of
dairy produocts, have a tremendous impact on the domestio production of milk
and on the marketing of domesticallr produced dairy products, and they hold a
potential power to destroy the Amerioan dairy industry as we now know it.

We are, therefore, interested in legislation, or administrative action, which will
give to the publio, and to the makers of our foreign trade policics, a more realistic
and praotical understanding of the problems of American agricu‘ture.

DOMESTIC PRICE LEVELS

Prices for milk and butterfat are sugported under a program authorized by
Congress in the Agricultural Act of 1949 (7 U.S.C. Sec. 14486).

For the past several years the support price has been maintained at 76 percent
of parity. Prices below parity mean that farmers are not receiving a fair return
for their produce.

As a result of these low é)rices, production began to decline, slowly at first, but
now at a dangerously rapid pace.

To avert a serious emergency, the support level was raised recently by the
Scoretary of Agriculture to $4.00 per hundredweight for manufacturing milk and
68 cents per pound for butterfat. These prices reflect 89 percent of the parity
cquivalent price for manufacturing milk and 82 percent of parity for butterfat.

Tﬁg‘c\'n"rmrt suppert price for Grade A butter in New York is 67.26 cents per
pound,

WORLD PRICE LEVELS

The problem that confronts us with respect to foreign trade is, of course, tho
very great differences that exist between world prices and our domestic prices.

We are informed that butter for export in Holland has been priced recently as
low as 18-19 cents per pound and that a reasonably-rounded figure for the world
price of butter for export would be 25-30 cents per pound. Thus world prices in
general terms are little more than one-third of the domestic prices.

During the time when support pricés were at 756 percent of parity and world
prices were somewhat higher, the government’s buying price for butter under tho
support program was roughly double the price at which the Commodity Credit
Corporation sold butter for oxport into world markets,

Ocean freight and insurance on dairy products run in tho general area of 3 to
4 cents per pound.

The above prices are given in terins of butter for easy comparison. Butter
imports are under quota, but the quotas are readily evaded by importing a
butterfat-sugar mixture consisting of 44 percent butterfat and 55 percent sugar
with a trace of moisture. There is a substantial profit in importing sugar in
addition to the profit on the butterfat.

The duty on this é)roduct is 20 percent ad valorem, which amounts to only
a few cents per pound. )

Other imports threatening serious injury to the domestic industry are Colby
cheese and fresh cream,

A recent order of the Seoretary of Agriculture limiting imports of butterfat-
sugar mixtures containing 26 percent or more of sugar is not expeoted to have
any raaterial effect on these imports as it ia subjeot to easy evasion by substituting
dextrose for a part of the sugar content.
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BUBSIDIZED TRADE

A substantial portion of wdfid trade in dafry j)roducts is subsidized in one way

or another., - : . , :

We have received 0“3' recently information in the trade that the French are
subsidizing exports of Colby cheese to the United States. This indicates the
extent to which foreign countries will go to get dairy products into the United

States. L .

Colby cheese is not a normal historical import. It began coming into this
country several years ago as an evaslon of the import -controls on cheddar checse,
which ‘it closely resembles.. New 'Zealand was the principal country sending
Colby to the United States. Australin and Ireland also got into the pioture,
and now France i3 trying to take over a part of the market that should belong
to New Zealand i we are to have imports of Colby.

REALISTIC APPRAISAL NEEDED

One of the fhings urgently needed is a realistic and Praotvical understanding
and a%)raisal of the problems which foreign trade policies present to American

agrioculture. : .
We do not purport to be exBerta on foreign trade statisticse nor on the effect

of the specific bills before the Committee at this hearing.

So we simply say, in conclusion, that we do have a very serious problem, and
we would be most grateful for any legislation the Committee may report which
would give the public, and the makers of our foreign trade policies, a more realistic
picture of our foreign trade, particularly in the agricultural field.

Senator DIRksEN. Is Mr. James E. Mack here? I believe he is.

Jimmy, how are you?

STATEMENT OF JAMES E. MACK, GENERAL COUNSEL, ROLLED
ZINC MANUFACTURERS ASSOCIATION

Mr. Mack. Mr. Chairman

Senator DIRKSEN. You are still in the zinc business, I see.

Mr. Mack. I was this morning and hopefully I will be when I
finish the statement, sir.

Senator DIrRksEN. Good.

Mr. Mack. Mr. Chairman, my name is James E. Mack and I
appear as general counsel and in behalf of the Rolled Zinc Manu-
facturers Associantion to urge favorable action by this committee on
Senate Joint Resolution 115.

Rolled zine, which includes zinc sheet, strip, rod, wire, and engraver
plates, is manufactured for sale in the United States by only six
companies, It is a small mdustt:lz and not all of the companies
manufacture all of the products. The six member companies of the
Rolled Zinc Manufacturers Association are responsible for 100 percent
of the United States rolled zinc produced for sale.

The United States rolled zinc industr¥ has suffered tremendously
because of unfair import competition. Imports first commenced in
significant quantity in the early 1950’s and then only in the case of
zino sheet. Zinc sheet imports have increased tremendously, pri-
marily from Communist Yugoslavia which, even though it is a
Communist country, receives most favored-nation treatment. Today,
only two U.S. companies still manufacture zinc sheet; and these
companies produce it only in very small quantities. The market
has been almost completely taken over by Communist Yugoslavia.

Imports of zinc wire commenced several years ago and now are
at a very substantial level. Within the past year, zinc strip imports
have commenced at a very significant rate.
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The cost of zinc metal in most of the foreign countries shipping
rolled zine to the United States is lower than the U.S. price. For
example, the average foreign declared value of zinc sheet shipped to
the United States from Communist Yugoslavia is very little more than
the price which our manufacturers must pay for the base metal with
which to commence the manufacturing operation. Also, rolled zinc

roducts are high labor content products; and, therefore, the much
ower wages prevailing in other countries contribute heavily to the
unfair competitive situation of foreign produced rolled zine in the
U.S. market.

I have presented this brief summary to indicate the situation of the
domestic rolled zinc industry, and now I would like to explain our
interest in Senate Joint Resolution 116 in relation to our industry.

In addition, Mr. Chairman, I am counsel for the National Con-
fectioners Association and the National Association of Mirror Manu-
facturers, and both of these associations subseribe fully to the remain-
der of my statement, and it is made in behalf of the three associations,

The National Confectioners Association is the organization of
candy manufacturers. The National Association of Mirror Manu-
facturers is the trade association of the U.S. mirror manufacturers.

We understand that national trade olici must be developed in the
interest of the general welfare, even though we as an industry might
suffer. If our current policy produces a genuine export surplus on
net private commercial exports free of subsidy and grants in contrast -
to the landed value of imports, then perhaps we do have a good
national trade policy, even though it is harmful to any individual
industry. We suspect, however, that what is bad for us is actually
bad for the country; and all we are seeking in advocating approval of
Senate Joint Resolution 115 is the attainment of a representative and
fair statistical picture to determine whether we actually do have the
substantial export, surplus of at least several billion dollars which we
are told that we possess or whether in fact we have a deficit.

What we need are statistics which show our net private com-
mercial import-export situation free of subsidy and grants. Only in
this way may we obtain a clear view of our competitive standing.
If we have to %ive away or subsidize in order to export, we are not
competitive. Particularly this is so if our program includes importing
products which ruin domestic industries,

Approval of Senate Joint Resolution 115 is important because, in
our opinion, if we do not enjoy the healthy surplus which we are told
we possess, then our Government should not proceed to further reduce
import duties. Foreign aid and subsidized agricultural exports should
not be included along with regular commercial exports in statistical
compilations. Likewise, import values should include cost, insurance,
and freight rate rather than just declared foreign value,

Therefore, overvaluation of our exports and undervaluation of
our imports produces what we"consider to be a distortion to the
extent of several billion dollars annually and more than enough
to eliminate our so-called export surplus. Certainly, there should
be no objection to presenting to the public and to Congress our
trade statistics in such a form that they will truly reflect our position
in world trade and our true competitive standing both at home
and abroad. That is the objective of Senate Joint Resolution 115
and we urge your approval of it.
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Mr. Chairman, I would like to make one other comment. I was
present during‘tile testimony of Mr. Michael P. Daniels in behalf
of the United States-Japan Trade Couniil. He seemed to ridicule
this proposal and if T understood correctly, he suggested that it
just would not be good business.

If my understanding is correct, it is a system which :Japsi'n itself
uses, and I would like to suggest to this committee that they ask
of him and the United States-Japan Trade Council if they have spent

as much time tryi g to Eet Japan to terminate this system that
he thinks is unsound as they have been spending trying to get the
United States not to adopt it. ,

Senator DirkseN. Well, I think you make an excellent point,
but I thought ’vl"ou capsulized this whole matter very- nicely.

Mr. Mack. Thank you.

Senator DIRKSEN. And you put your finger on the problem.

Thank you, Mr. Mack.

Now, do we have anyone else?

I am advised that the chairman will keep the record open until
Friday of next week, so if there is anybody present who would like
to submit a statement, or if you know of anybody who wants to sub-
mit a statement, the record will be open. And in the absence of any
other witnesses for the moment, I could either recess or adjourn.
I believe I will just recess the hearing. Who knows? Somebod
else may show up sometime and also on the theory that there 1s
optimism around the corner. The hearing is recessed subject to
the call of the Chair. Gentlemen, thank you all.

(Whereupon, at 12 noon, the committee was recessed to reconvene
at the call of the Chair.)

(By direction of the chairman, the following communications are
made a part of the record:)

STATEMENT OF C. W. GUSTKEY, PRESIDENT, IMPERIAL GLASS CORPORATION,
BeLrairg, OHio

_ 8.J. RESBOLUTION .116—IMPORT-EXPORT STATISTICS

Gentlemen, this statement is in support of S.J. Resolution 115 which would
modify official import and export statistics prepared and released by the U.S.
Dtipartment of Commerce.

t is my considered judgment that the changes proposed by S.J. 115 are vitally
necessary and long overdue. o

The competitive position of American industry and agriculture in world markets
has not, and is not, being properly presentcd to our Congress nor to the public.
Statistics which our Congress and the public have every right to depend upon as an
accurate reflection of this country's relative position are misleading to say the
least. This is 8o for two primary reasons:

No. 1—Offcial import statistics reflect f.0.b. valucs, foreign point of ship-
ment. They do not include ocean freight and marine insurance. Hence,
a perusal of the official figurcs does not reveal the true cost of imports,

0. 2—Official exgort statistics include shipments of products sent abroad
under Public Law 480 (A.LI.D.) as well as shipments of agricultural products
that are sent abroad under government subsidy.

This latter point is worthy of close serutiny for the obvious reason that if, as
export statistics have tended to indicate, we are truly competitive in the marketing
of g;ilgaiag,d flour, raw cotton, etc., there would be no need for such products to be
su zed,

With respect to point No. 1 government statistics, as currently reported, are
misleading because they tend to undervalue our imports to a very considerable
degree and to create the false impression that the United States now: enjoys a
substantial export surplus. - _ :
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It is our firm belief that our Congress and the American public are entitled to
statistics upon which they can rely. Statistics issued by any department of our
government should be above suspicion lest public confidence in all official reports be
undermined. '

The present method of reporting has, according to our best information, re~
sulted in a discrepancy of more than 7 billions of dollars (undervaluation of our
jimports plus overvaluation of our exports).

urge this committee to seck early enactment of S.J. Res. 115.

PueLrs Dobee Corp.,
New York, N.Y., June 22, 1068.
1on. RusseLL LoNg,
Chairman, Senate Finance Commitice,
Washington, D.C.

My DeAR SenaTor: This letter concerns S.J. Res. 115, on which your Com-
mittee has scheduled publioc hearings for June 28 and 29,

I believe that S.J. Res. 115 will help to provide Congress with the kind of
factual information it must have to develop sound nationsl policies in the area
of foreign trade,

The ability of American industry to compete with foreign industry in forciﬁn
markets, as well as in the U.S. market, lies at the heart of such matters as the
balance of payments problem, the expansion of our exports, and other areas of
concern in our international trade.

The measure of our competitive position in these markets is found in trade
statistics, especially import and export trade statistics, which must be accurate,
free from distortion and readily available to Congress.

The purpose of S.J. Res. 115 is to provido Congress with certain statistical
facts, not hitherto available, that are vital to our public and private interests
in the area of forcign trade. These are (i) the landed value of imports into this
country and (if) a breakdown of our exports to show those produced with the
benefit of Government subsidies or exported under Government-financed pro-
grams,

This Corporation, which is the second largest domestio producer of copper and
a major factor in copper manufacturing, has a vital interest in Congressional
legislation in this area, and we fully support the obf'cctives of S.J. Res. 115,

Tt will be apprecianted if you will include this letter in the record of your hearings.

Yery truly yours,
RoBERT G. PAGE, President.

Tie NATIONAL INDEPENDENT MEAT PACKERS ASSOCIATION,
Washington, D.C., July 20, 19686.
Senator Russenn B. LoNa .
Senate Office Building, Washing!on, D.C.

DeAR SENaTOR LonNa: Last June 16, a bill (S.3522) was introduced in the
Senate by your colleague Scnator John Sparkman of Alabama and subsequently
was referred to your Committee on Finance,

The bill, which is entitled the ‘‘agricultura! Tradc Statistics Reporting Act
of 1966,” would require the Sceretary of Agriculture to compile and submit to
the Congress cach yvear an annual report showing ‘‘in simple businesslike terms,
the effects of our agricultural trade on the Nation’s balance of payments.”

Such a report would be of direct benefit to the meat packing industry since
it would provide us—as well as all segments of the agricultural economy—with
an annual statistical report, under one cover, of the status of our Nation’s import-
export trade. As Senator Sparkman stated on the floor of the Scnate at the time
he introduced S. 3522, ““It must be viewed as one of the phenomena of our Gov-
ernment that, although our Agriculture Department has existed for over 100
years, it has not yet undertaken to prepare a systematic annual report of the
Nation's export and import business which would be available to Congress and
the people.’ _

The National Independent Meat Packers Association fully supports and en-
dorses the objectives which Senator Sparkman seeks to accomplish through
S. 3522 and urges you, as Chairman of the Senate Committee on Finance, to give
speedy action and approval of this bill,

Sincerely yours,
Joun A, KiILLiCK,

Execulive Secretary.
68-666—60——12
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STATEMENT OF SEYMOUR GRAUBARD, SUBMITTED IN BEHALP OF THE AMERICAN
INsTITUTE FOR IMPORTED STEEL, INC. B

Mr. Chairman, Members of the Committee, I am Seymour Graubard, a
membor of the firm of Graubard & Moskovitz. .We have offices at 40 Wall
Street, New York, New York, and in the Shorecham Building in Washington, D.C,

This statement is submitted in behalf of the American Institute for Imported
Steel, Inc.,, (A.LLS.), 40 Wall Strect, New York City, New York. The A.LLS,
is & non-profit trade association of Uhited States firms engaged in importing and
cxi)ortin steel, steel products, and other articles. Our association stands firmly
behind the liberal trade policies of the present Administration because our mem-
bers arve convinged of the wisdom of our country’s continued pursuit of a course
in mattoers of international trade which comports with our role as the leader of
the nations of the Free World and the focus of hope for most of their pcople.

Our convictions prompt this statement. ~ We realize that, notwithstanding
the prevalent belief among most experts that a liberal trade poli’cy is generally the
better course for all nations to follow, such a non-restrictive trade policy is more
palatable politically in nations which enjoy a favorable balance of trade. We
candidly admit that passage of our present trade charter legislation—the Trade
Expansion Act of 1862—would have been difficult indeed if the United States
had not been =elling considerably more goods abroad than it was buying prior
to and, at the time, such legislation was being considered by Congress.

S.J. Res. 115 implies that the balance-of-trade data which have served to give
direction and guidance to U.S. trade policy over the pnst three decades are
inaccurate and have resulted in grossly overstating our favorable balance of trade.
It s)roposes cortain additional entries to our present trade account which it is
maintained will make our trade data more relianble. The resolution would:

- 1. Require the Sceretaries of Treasury and of Commerce to include in all
their reports of imports into the United States the value of such imports on
a cost, insurance, and freight (c.i.f.) basis.

2. ftequirc the Seccretary of Commerce to classify U.S. exports in his
reports in terms of
a) Total exports,
b) E:{;)orts of articles the production of which has been subsidized
by the U.8,, and
o) Exports made under U.S.-financed programs.

Before discussing these proposed additional statistical requirements, I wish
to state what js really obvious: Foreign trade statistics must be compiled as
accurately as is possible. Because of the underlying importance of these data
to decisions concerning U.S. foreign trade, and indced international economic
policy, it is imperative that they be reliable. Thus our concern regarding the
need for accurate trade data is no different from that of the proponents of S.J. Res.
116. Our polnt of departure is the resolution’s assumption that present trade
data are deficient and that the proposed statistical changes will remedy such de-
ficlency. We respectfully submit that such assumption is not valid.

The United States has been recording its trade on an f.o.b. basis for over a
century—since 1832 to bo precise. Our exports, valued at the U.S. port of ex-
yort, are compared with our imports, valued at their foreign ports of export.

rausportation and international insurance charges historically have not been

considered proper entries in our trade account. These charges, of course, are
reftected in our balance of payments account.
- 1t seems to us that, if this system of recording our trade data were as deficient
as is claimed by the proponents of S.J. Res. 115, such fact would have come to
light long before this time. Certainly a system in effect for almost 135 years,
accepted by generations of American government officials and businessmen,
cannot have produced results such as those apparently claimed by the proponents
of S.J. Res. 115. We find no evidence that our century-long practice has produced
erroneous or misleading conclusions. But even if this were the case, I think it is
casily demonstrated that the system of reporting trade data proposed by 8.J.
Res. 115 will not remedgv this situation.

As I have indicated, S.J. Res. 115 would rcquire that U.S. imports be reported
on a c.i.f. basis. Transportation and insurance charges would be added to the
f.0.b. values of our imports. The effect, of course, would be to inflate artificially
our present import values—perhaps by as much as 8 to 10 percent.

It must be noted that under the resolution only U.S. imports are to be
valued on the new c.i.f. basis, while U.S, exports are to continue to be valued on
the present f.o.b. U.S, port basis. We fail to see how such a one-sided exclusion
of transportation and insurance charges on exports contributes to accuracy. On
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the contrary, if freight and insurance charges are added to import values, in logic
they must also be added to our export values. e .
Moreover, the resolution seems to be based on the theory that all transportation
and insurance charges on imports are paid to foreign carriers and insurance com-
anies. This is not so. We understand, for instance, that a major part of such
insurance is placed with U.S. firms. In these circumstances, it would be mani-
festly wrong, and unquestionably would produce invalid data, to include these
ayments as debits in our trade account. Such a practice would result, of course,
in & distortion in our balance of payments accounts and would lead to erroncous
conclusions concerning that account.

As I have noted previously, S.J. Res. 115 would also require the ‘““refinement’’ of
U.S. export statistics in terms of exports of U.S.-made goods which were produced
with benefit of a subsidy or whose export was government financed. The refine-
ment of U.S. export figures in terms of separation of government subsidized and
financed sales from other sales assumes that such exports are not ‘‘true'’ exports.
When 4 farmer sells wheat abroad for dollars, what differcnce does it make, in a
trade balance context, if his wheat-growing operation was government subsidized?
Of course, P.L. 480 shipments of food, sold abroad for soft currencies, are already
reported separately from total U.S. exports. But where dollars are received, we
seo no reason to exclude such transactions from the trade account or to give such
transactions a separate status. The same considerations apply to Agency for
International Development (A.I.D.) financed sales. A.I.D. grants of course show
up as minus figures in the U.S. balance-of-payments account. To the extent that
these dollars return to the U.8. in the form of payments to a U.8. supplier of
A.L.D.-financed goods, thetv constitute a plus entry. The logical place to show
thigvplus entry is in our balance of trade figures.

e believe it is clear that the statistical innovations proposed by 8.J. Res. 115
will not result in U.S, trade data being reported more accurately than they are
today. On the contrary, we see some glaring deficiencies in the reliability of data
which would result from the adoption of the resolution’s statistical format.

Wo believe one final, quite important factor must be considered by the Com-
mittee in making its judgment on 8.J. Res. 115. Last February, this Committee
directed the Tariff Commission to make a thorough and definitive study of the
laws of the United States having to do with the valuation of imports. An interim
report on this study was flled with the Committee a few weeks ago.

here are great expectations in the importing commuiuty of the United States,
and perhaps within this Committee, that the Commission will, early next year,
suggest meaningful and significant changes in our value statutes. We expect
that at that time there will be many who will seek legislative implementation of
the Commission’s suggestions.

Thus, in a few short months, the question of U.8. value laws will be under active
discussion and consideration in the Congress. The significance of this imminent
development is apparent.,  U.S. valuation statistics reflect, indeed are a derivative
of, our valuation statutes, Our value laws are the ‘‘horse’’, the statistics the
“oart” —and the laws and statistics are now in their proper places vis-a-vis each
other, So with a review of our value laws just around the corner, and with a
good chance that such laws may be changed, sug%‘eet that this Committee defer
construction of a new statistical “cart’”’ until after the shape of the new valuation
“horse” is determined.

May I take opportunity to thank the Committce for permitting us to record
our views on this matter.

WasHinagToN, D.C., September 9, 1966.
To: U.S. Senate Committee on Finance. '
Attention: Statisticians.

References: (1) S.J. Res. 116 (Senator Dirksen) (2) S. 83622 (Senator Sparkman).
Subject: Currenoy valuation of imports. World concensus is C.I.F.

GENTLEMEN: A, As I did on July 22, 1962, and on February 24, 1965, I confirm
again now, on September 9, 1966, my 155-word letter to you of July 3, 1958,
published on page 1517 of your 1958 hearings on H. R, 12591 (Trade-Agreements-
Act extension), the Honorable Harry Flood Byrd being then your chairman.
Indeed, additional world-wide data assembled by continuous ad hoo research
during the intervening eight (8) years actually fortify the statements in that
letter, including the deplorable one second-rating our U.8. ‘authorities’” on
international (rade (not to be co tused with international payments) from our
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U.S. population (now }{s of earth’s peoples) to the non-U.S. “authorities” from
the 3¢ of earth's Peoples outside our U.8.A.

B. One reason for the non-superiority of our U.S. “authoritics’: Those U.S.
texts on economics studied in our U.8. universities do not have even an entry for
C.L.F. in their indexes! Thus, U.S. students are not taught the meaning of the
international triad, C.I.F. and, lacking intimate commercial experience in inter-
national-trade auciiting, they reach the rating of “U.S. authorities’” without
suspecting the de facto world-wide significance of C.I.F. (President Eisenhower’s
specialist is included in the above, his name being available! And, I can add other
names,

C. 'l}he “professors’’ err. One example: On page 136 of his 197-page, 1945,
$2.50 book, ‘‘America’s Rolo in The World Economy", the then ‘‘Littauer Pro-
fessor of Political Economy’ at Harvard University, U.S.A., and, also, “Special
Economic Adviser, Board of Governors of the U.8. Federal Reserve System”, Dr.
Alvin H. Hansen, lists five products in which, he says, ‘“American producers . . .
can undersell any compelitor.” For each one of his astutely selected five items,
both U.8. and non-U.8. statistics now prove the Protessor wrong! Nor is C.1.F.
in the index of his book!l! Nor balance-of-tradel!, although there are 16 refer-
ences to balancc-of-payments., Nor does ho make appraisals of even onc of the
many foreign devaluations on the U.S. socio-economy! (Anq, to tell the “whole
truth,” a agogue's first dutf' on his page 188, after his sentence, ‘“American
imports did not rise*, he should have stated that the U.S.A. was forced to de-
value—on January 31, 1934—our dollar. . That dovaluation made (1) U.S. prod-
ucts cost forei%ners 41.08Y% less, but made (2) foreign products‘ i.e., imports, cost
Americans 699% more. Naturally our imports “did not rise’’ll) The disaster
which the professor generates is that those whom he tuufht grew up to be influ-
ential U.8. “thinkers’’! Even helped formulate U.S. policies! And some of the
opinions voiced to your Committee are proliferations of the professor’s errors.

D. For an honest dedication to pro-U.S.A. and pro-world analyses of inter-
national TRADE, Mr. O. R. Strackbein has achioved both U.8. and non-U.S,
aﬂ)lause. Our Country, for its and the world’s guidance, needs more philosophers
of international tradeljof)s realism like him. His 193-page, mid-1965, $3.75 book,
“American Enterprise and Foreign Trade’’, mostly well reviewed and commended,
is alﬁompact sample of his decades of his productive thinking pro-U.S.A. and pro-
world. :

E. At the Committee’s hearings on August 31st and September 1st, opponents
of Scnator Dirksen’s and Senator Sparkman’s bills called the requirements in
them too ‘‘burdensome’” and/or too ‘“‘costly’”. Those witnesses’ provincialism
could not have gone farther, since 133 out of 164 nations—this is my later count;
in my letter of July 3, 1958, I said ‘89 out of 104’’; but compile your own list,
thers being three casy sources—officially tabulate their imports C./.F., which
uniformity makes C.I.F. the world consensus. .

If the C.I.F. procedure is 8o burdensome and so costly why don’t at least some
of those 138 countries switch to the U.S.A. base, viz., F.0.B. countrics-of-origins
of the imports? I insist that these home-grown, bleeding-hearts alarmists confer
posthaste with little—smaller than Vermont, U.8.A.—Israel (which made an
ad hoe study before electing to tabulate its imports C.I.F.), with U.K. (which
tabulates F.0.B. for BOP and C.I.F. for BNT), with Japan, and with ALL the
old trading countries on our Earth plus the newly emerging African countries,
even via their embeassies here in Our Nation’s capital, he opponents of these
bills must cure their provincialism,—as non-U.S. cxperts well know.

F. During the hearings, the outstanding bleeding hearts were: (1) The Assistant
Secretary for International Affairs from the U.S. Treasury Department. (2)
Counsel for the U.S.-Japan Trade Council, who failed to tell Senate Finance
Committee the “whole truth,” viz., that his employer, Japan, tabulates its imports
C.I.F.l1 (3) The representative for the “National Council of American Importers,
Ine.” who really goofed (details available). ’

G. The guiding perspecetive on international frade (not payments) is the “ware-
house” concept of nations, including Our Country. An emigrant and an export
from that warchouse are analogous; an immigrant and an import are analagous.
The formulas to compute the excess of immigrants over emigrants (and vice versa)
and the excess of exports over imports (and vice versa) are . . . . idenlical.
They derive from the “inventory’ concept of people (as in a census) and of mer-
chandise.  That is, when a U.S. resident emigrates he decreases by one human
the total U.S. “population mix’; when an immigrant enters the U.S.A. he adds one
human to the total U.S. “population mix"’—and our Bureau of the Census so
counts. In identical manner, when a product is exported from the U.S.A. it
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decreases the total “U.S. product mix'” in the warehouse known as U.S.A.;
when an import enters the U.8.A. it adds to the total ‘U.8. produot mix’ in terms
of its inventory value, which is C.I.F,, as the experts of 133 nations can confirm,

H. Lacking an official U.S. C.I.F. import figure, U.S. policy-makers and U.S.
students of international frade (not payments) cannot compute essential data,
two of which are:

(1) Per capita imports (check with 133 countries).
(2 Exl;])ort/import surplus (check with 133 countries).

Not even the Department of State can gl(terate vis-A-vis other natlons, either
taken as groups (e.g.,, Common Market, GATT, etc., etc.) or as individual trading
partners of the SA without theso essential guides to trends. - Also, it is incon-
ceivable that the (staff of the) President’s own “‘Special Representative for Trade
Negotiations” can honestly overcome this hurdle of no(f) C.I.F. statistics for
U.S. imports in confrontations with the delegates whose countries have, for
decades, tabulated their own imports C.ILF. I believe these countries total 133,
and have %, of Earth’s peoples as their populations.

Respectfully, .
C. A, CastLE.

COLLIER, SHANNON aNp RiLr,
Washington, D.C., September 8, 1966.

Re: Support of Senate Joint Resolution 115. ‘

Hon. RusseLy B, Long, 5
Chairman, United States Senate Commitlee on Finance,
Washington, D.C.

DEAR MR. CHAIRMAN: T am wi.ting in support of Senate Joint Resolution 115 on
behalf of the National Footwear Manufacturers Association. Its members in-
clude over 400 United States manufacturers of footwear, who account for 85 per-
cent of the $2.5 billion footwear manufacturing induatry.

The Association fully supports Senate Joint Resolution 115. Tho resolution
would express the sense of Congress that statistics of imports into the United
States should include the cost of freight and insurance as well as the value of the
article at the foreign point of shipment. It would also require that reports of
AID, Public Law 480, and subsidized agricultural exports be separated from those
of non-military, competitive shipments. :

As currently reported, trade statistics fail to furnish meaningful information for
use in developing legislation and assessing our trade position. The officlal 1965
trade statisties present a pertinent example. As reported, imgorts totuled ap-

roximately $21.3 billion, exports totaled $26.5 billion, and the United States en-
oyed a trade surplus of about $5.2 billion. If imports and exports had been re-
ported as proposed in the resolution, however, the picture would have been quite
different.  Assuming that freight and insurance costs are a conservative 15 per-
cent, the revised import total would have been approximately $24.5 billion:  Like-
wise, if the approximately $4 billion worth of government-financed and govern-
ment-subsidized exports had been sepamtol)‘r) reported, non-military compotitive
export shipments would have totaled $22.5 billion. The net result of these two
c};rgéggaﬁvould have been o 1965 United States trade deficit in the neighboérhood
of 8§ on.

The inaccuracy of the current method of reporting is of partioular concern to
the members of the National Footwear Manufacturers Association. The shoe
manufacturing industry, consisting primarily of small manufacturers, is a highl
competitive industry.” The individual corporations are progressive in their
improvement of plant and process, with the result that tho efficiency in American
shoo plants is greater than anywhere else in the world. Nevertheless, shoo
imports have increased at an slarming rate, particularly from such low wage
countries as-1taly and Japan. Total footwear imports as a percent of domestic
production have increased from 1.2 percent in 1955 to 17 percent in the first half
of 1966. The latter figure in turn represents a 30 percent increase ovor the com-
parable figure for 1965. Wcmen's casuals have been particularly effected, with
cheap-labor imports now occupying 83 percent of that market. Foreign imports
likewise account for 18 percent of women’s dress shoes and 17 percent of men's
oxfords, and these percentages are rapidly increasing.

While these statistics indicate that the American shoe manufacturing indust
is being injured by an increasing flow of foreign imnports, the full extent of this
injury cannot be ascertained until the full price ot the imported merchandise can
be calculated. Senate Joint Resolution 115 will enable this calculation. It will
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allow an accurate analysis of our country’s trade Y{osltlon and will ensure knowl-
;.zdcheable participation in such areas as the current Kennedy Round of hegotiations
n Geneva. : ~ :

For these reasons the National Footwear Manufacturers Association strongly
urges the adoption of Senate Joint Resolution 115. I respectfully request that
this statement be made a part of the Record of hearings conducted by the Com-
mittee on Finance with respect to Senate Joint Resolution 115.

Respectfully submitted. _

) -~ THoMas F. SHANNON,

Counsel for Nattonal Foolwear Manufacturers Assoctation, Inc.

‘COLLl‘ﬁR,.SHANNON & Riuy,
Washington, D,.C., September 8, 1966.

Re: Support of Senate Joint ’Resolu‘tiion 115,

Hon. RusserLy B. Lona,
Chairman, U.S. Senate
Committee on Finance,
Washington, D.C.

DEeArR MR. Cuairman: I am writing in support of Senate Joint Resolution 115
on behalf of the Tool and Stainless Steel Industry Committee. The committee
is an association of seventeen United States producers of specialty steel, _

. The specialty steel industry has good reason to be vitally interested in the arca of
international trade. Under even the current method of reporting imports and
cxports, the balance of trade position of the specialty stecl industry has suffered
considerably in the past six years. Between 1959 and 1965 the quantity of
specialty steel imports has increased on an average of 85 percent a ycar, as opposed
to only a 7 percent yearly. increase in domestic shipments. This trend has been
reflected in recent balance of trade figures. Thus, in 1964, statistics showed an
export surplus in identifinble tool and stainless stcel of $28 million; in 1965, the
surplus fell to $13 million; and in the first half of 1966, figures show an export
deficit of well over $11 million.  Considering tool steel alone, imports have exceeded
exports in hoth tonnage and dollar value for over four years. ]

he United States specialty stecl industry is thus feeling the impact of increas-
ing steel imports. Unfortuately, however, the full extent of this impact is not
accurately recorded under the current method of valuing imports and exports
for balance of trade purposes. .

The figures recited above were based upon statistics made available by the
Department of Commerce, .As reported by the Department, import statistics
were baged upon the value of the forei(gin product at.the foreing point of shipment,
i.e, f.0.b. he export statistics include the value of shipments made under AID
and Public Law 480.

Neither method of reporting truly reflects our balance of trade position. On
the one hand, imports are undervalued because the f.0.b. figure includes neither
the cost of ehippin the article from the foreign port to the United States nor the
cost of insurance for that portion of the journey. On the other hand, exports
are overvalued because the statistics fail to distinguish AID and Public Law 480
exports from exports which are truly competitive in nature. The false impression
created by this method is evident upon examination of the official trade statistics
for 1965. As reported, the United States enjoyed a trade surplus of $5.2 billion,
with imports at approximately $21.3 billion and exgorts at $26.5 billion. If,
however, it is assumed that froight insurance and other shiyping costs total 15
percent of the f.0.b. value of foreign imports, and this amount is added to the f.o.b.
figure, the total value of imports becomes $24.5 billion, _Likewise, if the approxi-
mately $4 billion worth of government-financed and government-subsidized
shipments are substracted from the export figure, the revised non-military com-

titive export total becomes only $22.5 billion. The net result is that the United
itatg&actuully suffered a competitive trade deficit of approximately $2 billion
n 1985. .

The specialty steel industry is particularly concerned about the inaccuracy of
the current method of reporting. Tho present sslstem already shows that the
specialty steel industry is bein% adversely affected by foreign imports at a rate
which is increasing yearly. This, coupled with the fact that an estimated 75
percent of all specialty steel exports are under AID programs, make a true reflec-
tion of our industry’s worldwide competitive standing greatly desirable.
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The present system precludes immediate and acourate appraisal of the competi-
tive position of this industry. Without immediate and acourate information,
¢ +'gn imports will continue to receive favored treatment and they will continue
1o make inroads on our domestic specialty steel industry. The growth and stability
of this vital industry will consequently be impaired, and our dependency upon
foreign suppliers will become a dangerous fact of life.

Senate Joint Resolution 115 would express the sense of Congress that statistics
of im;l)orts into the United States should include the value of freight and insurance-
as well as the cost of the imported item, It would also require that United States
exports which are government-subsidized or government-financed be reported
separately for statistical purposes.

The Tool and Stainless Steel Industry Committee fully supports Senate Joint
Resolution 115 and its objectives. I respectfully request that this statement
be made a part of the record of hearings conducted by the Committee on Finance
with respect to Senate Joint Resolution 115, .

Respeotfully submitted.

: - : TaoMas F. SHANNON,
Counsel, Tool and Stainless Steel Indusiry Commillee.

STATEMENT OF TUE TRADE ReraTions CouNcit orF tae UNitep States, Inc.,
SuBMITTED BY EUGENE L. STEWART

The Trade Relations Council is a natfonal multiindustry trade assoclation
with a specific interest in the foreign trade of the United States. Because of the
very important relationship between the substance of S.J. Res. 115 and the Trade
Relation Council’s own objectives, the Council is pleased to voice its support of
the Eroposed legislation, ‘ ,

The ﬁrincipa program of the Tradc Relations Council now consists of the
establishment, maintenance, and use of a computerized data processing facilit
for the compilation and analysis of public data relative to the economic growt
and foreign trade of U.S. manufacturing industries,

The data .collection, programming, and statistical examination functions con-
nected with the establishment and use of this data bank are accomplished by
members of the Department of Economics, Georgetown University, Washington,
D.C., undér contract between the University and the Trade Relations Council,

The data matrix built into this computerized facility is essentially based upon
the Standard Industrial Classification. Import and export data as reported by
the United States under diﬂ'erin;f classification systems are corrclated to the
Standard Industrial Classification In a¢cordance with correlation tables prepared
by the U.S. D,egartment'of Commerce, Bureau of the Census.

In total, the Council’s data bank now includes employment, output, and foreign
trade data for 274 of the 425 U,S. manufacturing industries identified at the four-
dig}t level of the Standard Industrial Classification, ‘

he Council is concerned in the area of foreign trade data with the presentation
of data in & manner which will indicate, at least partially, the relationship of the
Nation’s imports and exports of manufactured products competitive with each
of the industries included in the data bank in comparison with domestic shipments
and domestic consumption of such products.

If one is to undertake an examination of the relative impact or contribution of
foreign trade to the economio activity of American manufacturing industries, it is
desirable to present both the import and export data in terms a8 close as possible
to the value of the merchandise within the United States market. .

The present import and export statistical concepts used by the United States
Government in its compilation and publication of official foreign trade statistics
impose severe limitations upon an analysis of the type we have described. The
reporting of imports on an f.0.b. origin basis rather than on a c.i.f. or “landed cost”
basis results in a considerable understatement of the value of the imported mer.
chandise in the United States market. o

On the-other hand, the reporting by the United States of exports on an ‘f.a.8.”
basis (that is, including transportation charges to the port) overstates the value of
U.8. exports in relation to the above.described type of analysis,

Thus, in attempting to serve indust{y and the Government through the type
of data program described above, the Trade Relations Council finds itself handi-
capped and obliged to use estimating factors in converting the import data to a
c.i.f. basis and the export data to an f.o.b. ovigin hasis.



170 FOREIGN TRADE STATISTICS

Tho Council is not alone in its realization that such conversion needs to bo

made in many of the important uses to which the Nation’s foreign trade data ure

ut-.i Thl;]s, the witness for the Departiment of Agriculture acknowledged in these
carings that, :

*Valuation of imports on a c.i.f. basis would more acccurately refleot value of
merchandise imported in comparison with domestic prices.” ! i

Similarly, the memorandum submitted by the United States Tariff Commission
to the Committee in connection with these hearings also acknowledged that,

““Statistical information showing the landed valite of U.S. imports would be use-
ful for a number of purposes. Such information would aid in the computation of
the share of U.S. imports in domestic consumption; * * *.°3

The Cominission further noted that,

“‘Statistical information which would also aid in comparing U.8. trade with that
of its trading partners would often bo helpful. * * * This jnformation is particu.
Inrly important in discussions on the ‘rate disparity’ issuo raised by the Common
Market negotintions.” 3 ‘

Finally, the spokesman for the Office of the Special Representative for Trade
Negotiations acknowledged to this Committee that the import data system
groposcd by S.J. Res. 115 is “gencrally used by most foreign countries.” The

pecial Representative also acknowledged that for purposes of trade negotiations
it i8 cssential to have extensive data not now supplied by official U.S. foreign
trade statistics.* ,
. The Special Representative readily admitted that *o.i.f. data do bring us one
step closer to a meaningful price comparison’ 3 between foreign and domestic
products though even with this improvement in the data, limitations would still
remain because the actual value of foreign merchandise in the U.S. market would
include other costs and markups which are not encompassed within the c.i.f. value.

Nevertheless, the significance of the Special Representative's testimony is
that in preparing for trade negotiations the United States indeed does find it
;uaccssmriyf t% c?nvert U.S. import statistics for the involved product categorics

0 8 0- de ﬂS S. . ol

The Tradé Relations Council submits that it is not a sufficient answer to thie
acknowledged need to state, as did the Special Representative, that the necessary
adjustment “has been done in_past negotiations and will be done in the present
negotintions, * * * ;And that] this is a recognized operation.” ¢

he adjustment of official U.S. import data accomplished by our trade nego-
tiators is not made public by the lixecutive Branch of the Government, nor,
indeed, are the factors used in making such adjustments made publie. It is not
possible for the business community to judge whether the adjustmont is made
accurately: nor does the business community have the benefit in its own data
needs of the information produced by our trade negotiators in such an exercise.
- Evidently even the Executive Branch feels handicapped in deriving usable
c.i.f. import statistics for the Kennedy Round. The witness for the Office of the
Special Representative informed your Committee that, ‘ .

“In order to obtain the c.i.f. data that we necd for the above three purposes—
preparing for the negotiations, achieving a balanced result, and coping with the
disparitics issuc—at our rcq}l‘loat the Tarlff Commission, with the assistance of
the Bureau of the Census‘ as been preparing on a c.d.f. basis information on
tariff rates and on trade.” ? S

This information suggests that the type of conversion of import data to a c.i.f.
basis accomplished heretofore in connection with the Kennedy Round is under-
stood not to he sufficiently rellable to be of real help to the United States, and
this necessarily casts some cloud over the similar conversions evidently accom-
plished in connection with carller negotiations.

Nor does it appear that the Tariff Commission itself has becn able to complete
the task of converting the data, tho'uszh the Kennedy Round negotiations have
dra{;ﬁod on for two years. Thus, the Special Representative refers to “the work
which the Commission has already completed’”’ as indicating that his needs for
o.i.f. data ““will be successfully met.” 8 ‘ )

1 8tatement of M. L. Upchurch, U.8, Dept. of Agriculture, to the S8enate Finance Committee on 8.7. Res,
115 and 8. 3522, Aufust 31, 1966,
R’ Mmorandum of U.8. Tariff Commission, August 19, 1966, to the Senate Finance Committes on 8.J.
es, 118,
. . 1bid.
{ Statement of Bernard Norwood of the Office of the Special Representative for Trade Negotiations before
th:; g«;‘r’mw Committeo on Finance on 8.J. Res. 115, August 31, 1966,

* Ibid.
7 Ibid.
Vibid.
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We are particularly disturbed by the statement contained in the conolusion of
the testimony of the Special Representative that in the Kennedy Round, not.
withstanding the fact that the Tariff Commission has not yet completed its job of
converting import statistics to a o.L.f. basis, the Executive Branch is ‘‘already
obtaining on a o.i.f. basis much more extensive and detailed data than in any
ﬂrevious trade negotiation.” Such a statement reinforces our concern about che

andicaps which may have been imposed upon the United States negotiators and
the cffects upon the results achieved in the negotiations in the preceding trade
agreement negotiations in which such data were not readily available. .

It seems to the Council that this description by the Special Representative of
the necessity for a major study by the Tarif Commission to convert import data
to & o.1.f. basis for a imited period of time for usc in the Kennedy Round is the best
evidence supplied 8o far of the wisdom of the proposed legislation in ealling for U.S.
import statistica uniformly and systematically to'be reported on a o.i.f. basis.

he Tariff Commission memorandum refers to difficultics inherent in compiling
import statistics on a o.i.f. basis. The inference which might be'drawn from these
statements is that 8.J. Res. 115 ought not to be adopted beeause it will be difficult
for the United States to report its imports on a ¢.i.f, basis. Such an inference and
the suggestions which give rise to it scem unrealistic in the faco of the acknowl-
edged faoct that most foreign countries are able nhow, and have been dble for some
years, to report their import statistics on a o.i.f. basis.

If the majority of our trading partners are able to compile and report their
data on such a basls, what rational basis is there for belleving that .the United
States, usually more sophisticated and resourceful in governmental statistical
programs than other nations, would bhe scriously handicapped in matching . thelir
performance? : : ,

In constructing the TRC data bank, members of the Economics Department of
Georgetown University converted U.S. import statistics from an f.0.b. 10 a c.i.f.
basis utilizing ocean freight and insurance factors compiled by the Department of
Commerce, Office of Business Economics, from the 1968 Inpul-Output Study of the .
United States (October 1864 and September 1965). KExport statistics were
adjusted from an f.a.8. to an f.0.b. mill basis by uniformly deducting 10 percent of
g)let l:'eportted f.a.8. value for the.cost of export packing and inland transportation

he port.

The following tabulation illustrates the difference in foreign trade statistics as
reported now by the Bureau of the Census on an import f.0.b.-export f.a.8, basis in
comparison with such data reported import cif. and export f.o.b. mill. ‘The
following tabulation represents the ng%r‘egate foreign trade of the 274 U.8. manu-
facturing industriea at the four-digit level of the Standard Industrial Classifica-~
tion for which data were available from Government, sources, These industries
?cci%%l;ted for 67 percent of total employment in all U.S. manufacturing industries

“ .

U.8. foreign trade n products compelitive with the output of 874 U.8S. manufacturing
industries (4-digit S.1.C.), 1968-1966

{Dollar amounts in millions)

As reported bg the Bureau of the | As adjusted by't;he"l‘rade Relations | Difference
ensus Counefl in balance

“of trade
Imports, | Exports, | Bal t| Imports, | Exports, | Balangoof ]’ ey
mports, Zxports, alance o mports, xports, alange o versus

f.0.b. f.a.8. trade ol.f. f.o.b. trade  |J'unadjusted

Percent
$6,184.1 $9,107.4 $2,023.3 $6,300.9 $8,106.7 $1,805.8 -35.1
8,033.1 9,111.3 1,078.2 8,231.0 8,200.2 (30.8) -102.9
7,891. 4 10,348.9 2,455.8 8,082.4 9,312.2 1,229.8 ~49.9
7.555.8 10,380.9 2,825.1 7,735.1 0,342.8 1,607.7 —-43.1
8,778.1 10,991.6 2,218.8 8,008.9 9,892.4 893.5 -89.7
9, 5410 11,783.8 2,242.8 0,799.8 10, 6035, 4 803.9 4.1
9,085.7 13,545.4 3,589.7 10,223.8 12,190.9 1,967.1 —47.2
12,707.0 () eeceeeaeaae. 12,065.8 (&) TR ORI S

t Not avatilable.
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' As is evident ffom the table, there is'a-very considerable difference in the balance
of trade in’ the procusts of ¢ ‘manufacturing industries when reported on an
import o0.i.f.-ex t f.0.b. basis fn eomparison with the bresent mettiod used by the
Bureau of the Oengus, - The magnitude of this difference represents a counsiderable
handicap to both the'Goveriiment and the businees community in evaluating and
understanding the aotual impact of foreign trade on our manufacturing industries,
b Tarthe interest of: making more accurate information available on'a systematio
basis not only:to the Government agencids: concerned, but ‘also, -and*of. equal
importance, td:the public and the business community; favorable action:on 8.J.
Res. 115 appeary essential, it - ) St et T e T T
SRS 0 ) ety v
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STATEMENT .OF MxmAu;Wu.mngs,fﬁncumaryMA&-MADE FiBER ,-Paonvcms
AR S . [ 5;’—:._5,‘:(.1,-'3,‘“ ‘.,MQ@AWN‘?INO-‘: P P T P ;.3.-:f ot
" The tﬁm i Fiber Prodiicers, Assoglablon, Tro.) represénts’ U9, produers
who 1 & —%agg' ‘@"mgqugc, for. moro, than, 0%, of dopeatlo, Brodustion o
n-made fibers, éﬂm enta ¢ arps, 00 TR T AR
W ?Meﬁ?berﬂ.. .,therAssgé}%n h,xivp,i strong Intereat In forelgn trade, and in
tk?—l ubliqipggfstlps. poncerning such-trade,. Imports of man-made fiber toxtiles
d g the 12 months ending June 1066 regched 82,4 .xqi,lliﬁn; pounds, équivalent
10 8.2%, of slomegvgmnsummion, of m,azn:n:fﬁde ﬂdbers.‘ Exports of mansmiade
f Eﬂ an l'ﬁ)rqdljota uring the first 6 months of 1966 fell below th4 import vblume
o 3 nillfion pgum}q.' ving .tth.eﬁl.f.itﬂt.@g‘ﬁs_t;teg & deficlt In the quantity of man-
ade fi moving In foreign trade for the first time in soven years, .~
) :‘gi ] ’{%?; sul t.'antﬂﬂ in‘vglvem'ent of fheqindustfy in forefgr? trade'us hackground
foe ,tLahlﬁeh the baslis for its interest, the Association wishes to express its concern
.QY*;? ;hﬁ\"ﬂalt;ading nature of the nation's forelgn frade sfatistics, and the harmful
Nonsequences of .theso deficiencies, STl e e
’ 1‘\; v “_Zs'l;'!). Yy \1‘:,»‘3‘ )
S 10 R A PRI R

et b el

. y‘.i‘\i. IR i 1”!”1‘;'4‘7“""»":’L‘-'-‘:' LA R DA
o DIFTONTION. 1N RERNY ThpGRE wrbiisticy ) 7 IR
' PErhaps'the prinolpal” distortion ‘whiok ‘Fesults from: ‘the "'statement ' of - 'UiB.
Import statistics on 'a 7:0.b: drigin basis 1n"contrast to the practice of most other
nationa of using o.1.f, valuation ariges In conjunction with trade agreement nego-
Hations! ' Mot fmpopt’ dutles fire ad valorem. A percénitage rate is sct forth in
the, m:!gt)ﬁa!"tsﬁﬂfr'“ Vhen' nations ‘snter 'Anto”negot.iatiom for an<exchange:of
tavifl doneesdions, mich stiess’ is’laid upo ‘ differences in- the apparent:level of
ditied (eg by the nd’ valorem tites.  Whire' the' U.S.: ad ‘valorem raté is
bastid on’theé'f.6.b. otigifi valie, and thé other nations'to the 'nogotlatlons base
thelr 'duﬁy"owt‘he .10 value, the effective rate of duties involved will diffe con-
alderably évéii'tholigh the actial rate may bé the same. A 20%: duty applied to

an import valuation to which 10% for freight and insurance charges had been
added would represent an effeotive duty of 229, based on the £.1.b. orl n value,
‘When''ths ‘différer cb'!n“\t}?g'-ix‘idioat_éﬂ ‘hitmerioal” rates is'‘discussed, the: widely
iffering significance of o e“valuation-base ' versus the 'other in determining the
amount of duties to be collcoted may well be overlocked. ' In any event if that
difference is° not quantified—and it fsn’t—the negotiations for reciprocal ¢on-
cessions are h_g,ngl capped, with the United States being at the disadvantage.
“To fﬂlwttate't is problem, attention is invitéd to the followliig excerpt from a
background paper gregared By‘thc Office of the S%ecml Representative for Trade
Negotiations for the ubcommittee on Foreign Kcononile Policy of the House
:Conihim;ee dh Foreign 'Aﬂ'aim’,);August 10,1066: - - T S
A problem that evoked considerable debato carly in the Kennedy Round was
the isgue of disparities. The European Community insisted that where tariff rates
on the'same stem were at swide varignee, the country haying the. high rate should cut

more than-the country wilh the low rate., . N6 formula for'dealing with such djs-
;Esri&licg could! be  agreed upon, The jssue remaing unresolved.” (Emphasis

- - It seems obvious, from the above that the United States and other countrics
in the Kénnedy Bound may have indeed fastened their attention on the published
rates of ‘duty, ‘without adjustment for the differing impact of 'those rates when
-applied to the different: valuation bases for their respective ‘ad valorem duties.
If adjustment were made, onc is prompted to inquire concerning the data used
for the adjustment. On the United States side, the absence of import statistics
régularly collected on a c.i.f. basis would seem to preclude careful adjustment of
the rates usced in the disparities discussion,



' i*dit’lﬁx‘dﬁ YrRADE ' STATISTICS o ﬁé

To Ilustrate the very sigulﬁcunt impaet of the oif valuation basc “the
determination ‘of ‘diitics in comparlsqn with the f.0.b.. base used by the I?l’th
States, attention is invited to. thé following diseussion of the jmpact of the ro,
pean system on U.8. oxports of man-made fiber to E.E.C. countries.
cussion is taken from the brief ut;bmittcd by this Assqoiatlon to the Off co ot }hc
Special Repreqenta ve ln January 1964,

mnnas&ens m AD vnonnu nu'rmé FAIL 'ro suow msumnzs m THE, ‘rmm
., LBVEL oi' évs'rous OHARGP‘I—-UNITED BTATES vé ronnmu coummss

As a result of the uae of o.1.f. value based for ad valorem duties and the imposi-
tion of a variety of taxes on the o.i.f.-plus-duty costs of United States goods in
forelgn oountried ‘thé “disparity” or differénce betwéén United States an foroign
rates of duty cannot be measured by a comparison of the tariff rates along.

In the United States, ad valorem dutfes Bplied against the f.0.b. (origin)
price -of the imported mérchandise. Unlike the United States, 72% of the
ginggal trading natlons of the world assess ad valorem duties against the total

cost of the imported.oes inoluding ocean freight and insurance.
In addition, a varfety.efd arges in the orfired takes is imposed againat the valic
of the goods upgdr before entry into the commerce of the importing country.
Thus, in manyAforeign countrigs, including memberdf the EEC, the impositfon
of these tayef not only adds to the monctary charge dyrden, whethef known as
duties or My any other name, buyftsq has a pyramiding effect in that each is
sucoessiyély applied to the-aggregh Q  it.
o ifustrate these {w6 bakic differences in“foreign duty-tay systems compared
the simple Upited Statps oustoms.procedure of imposing, a single monctary
cgnare ag?img, e f.o.b.. Yalue,. oljotving information concerning West
.Geghany I8 offeke ,

tetl States of jaan-made staple
the treatment Accordéd by the
contrast with

o4 fo b price lus
States dyty is applied ¢

0. ’I‘he Une

:he Germsan home ina:ke.. pr . any addigion for ofean freight and
nsyhanco. ' * b

( ‘ rnq ot tax of 4% fch s applicable to the total
cost, fnsyrance ‘htid efistoms dutlgs.  Therefare, Ger-
many’s wheterkno hs “‘duty’’ or 4 ax” or both) is 15 9%
rather thag 1 ollowing computatiop?

L ‘ ! ! reatl of Ge nen lart_ﬂ‘ and turnover laz
oo : : _ .. ‘ ‘ leul
Stable Market Price in-United States. ... _______._.2 AP 100.
Ocean Freight, Insurance, eto. to Germany---------._.,--t.-----_._--.(__ 13..
U TR A e e oo e e m e i ameo 108,
German Duty of 11% Appllcable to Tota! A .......................... 11. 3
Total Be e ccccecccccccmdcccccencem———————— 114. 3
German Turnover Tax of 4% Applif'able to Total B ............ freaant 4.6
Al O eeecccmccceacocascccmmmm—m———aan 118. 9
Less United States Selling Price Plus Ocean Frelght, eto-_."-:.--_'.x.»; ...... 103. 0
. Incregse Over United States . Pricc as a Reeult of Getman Tanﬁ' .
. and’ 'fumover g X SO O R AR 15.9

|8% only woen figured os pefeentage of price of acrylio stap!e ﬂher In the case of rayon sta le ﬂber the "
mreem;&damib%t?bleytooeean freight rates, insuranoce, ete. would be 10 percent and all calculations shold
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in contrast to its system of internal charges which builds up the true effective
level of the “‘duties” on imported goods, Germany has a complementary system
of tax remissions designed to lower the rate of duty imposed by other countries on
German exports. In the case of man-made stable fiber, Germany remits the
49, turnover tax. Therefore, German man-made staple fiber is offered for export
at 96.2% of the German home market price. When such goddp are exported to
the United States, the United States duty of 159, is applied to the pre-tax price.
Thus, the United States rate of duty of 159 is, in effect, reduced to 10.6% by
the German practice of remitting 4%, of the value of the goods after exportation.
;I‘llx)(la effect of this practice on man-made jtaple fiber is illustrated in the following

able: ( .

GERMAN AcryLIC StapLE FiBeR ExXPoRTs T0 UNITED STATES

Increase over German markel price as a result of United States tariff offset by
- ' remission of lurnover lax

- ’ Percent
Staple Market Price in Germany. ______._____ e 100.
Remission of 49, Timover Tax for Export. . ... . ____.______ eemecea-a —3.8
: " Total A ____.___ e m e ;e mmm—memee—————————— 06. 2
United States Duty of 159 Applicable to Total A__________________._. 14.4
. Motal B e e 110. 6
Less Germany Market Price. .. ... _.._____ ememccmeceaea-a2- 100.0

Increase Over Germany Market Price as a Result of United States
’Ir)uty of 1569, Applicable After Remission of ‘German Turnover 10.6
3 U .

It is the position of the Man-Made Fiber Producers Assoociation, Ino. that
United States duties:on man-made fibers should not be included in the forth-
coming tariff negotiations for the reasons elsewhere developed in this brief.
Should such rates of duty, however, be considered at any time in comparison with
West Germany’s duties on man-made fiber, it is essential that the effeot of the
foregoing charges and remission be considered -as the true ‘disparity” in effective
rates of duty. Unless the additional monetary charfes resulting from Germany’s
use of c.i.f. value, turnover taxes and other internal charges are taken into ac-
count as applied to United States exports on the one hand and Germany’s practice
of remitting turnover taxes on its exports as a means of reducing the United States
duty, on the other hand, the comparison will be misleading to the detriment of the
United States. Any acceptance by the United States of a “disparity” between
United States and West German duties on man-made fibers, which ignores these
considerations, wonld be based upon a fiction. As long as these German practices
remain in effect, the present German tariff on man-made staple fiber should be
reduced from 11% to 6% to equate with the present United States tariff of 15%.

To equate with the United States duty of 16%, the German duty should be 8%,

' ’ .. FPercent
Staple Market Price in United States_ . _ _________ . ________ 100.
Ocean Freight, Insurance, etC_ . . oo eeeme e 3.
¢ Daty of 6% Applicable to Total A._Jl0IllliIiii st 'mg 2
erman Duty of 6 licable to Total A .. . ... .
Tot y---?.o.,..p_p. .......................................... 109. 2
German Turnover Tax of 4%, Applicable to Total B . ... _.._._.._. 4.4
Total C. - o e e e e ettt ———e e 113. 6
Less United States Selling Price Plus Ocean Freight, ete.. ... _ ... _._._. 103.0
Increase Over United States Price as a Result of 6% German Tariff,

Plus Turnover Tax_ _ . . o=

The following table shows, for the principal categories of man-made fiber:
articles, the extent to which the German practice of remitting the turnover tax
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in respect to goods exported to the United States has already reduced the effec-
tive rate of United States duty when compared with Géerman market prices:

Effective
U.8. duty— Percent
Stated U.8. | percent of { reduction in
duty German effective
market U.S. duty
prices
b £ 11 DN 2214 17.8 21
Group fAlaments. .. .o oo eecieccceecceereacemea- 21 16. 4 2
Stable fiber. ... iciciecacecaeecaneaa lg l(l)tl! %
. 4

R U

In contrast to the effect on United States dutles shown in the above table,
the following tabulation indicates the extent to which the variety of taxes of
West Germany, followed in regard to United States exports, increases the effec-

tive level of

erman monetary charges applicable to the principal categories of

man-made fiber products over and above the stated percentage of German

customs duties.

{In percent]
Stated Asgregate of Increase
Jerman uty and over stated

duty turnover tax {Geninan duty
Yarn (synthetie) V.o iicermeaaa. 13.2 18.3 39
Grou filaments (tow) 12.6 17.6 40
Staple fiber__.___. S, 1.0 15.9 45
) {0 - S 1.0 15.9 45

1 In the case of cellulosic yarn the German duty is 11.2 percent,

reentage points lower than the duty

2
on synthetic (noncellulosic) yamn. - However, the turnover tax on m‘ff item is 6 percent instead of 4 percent
or 2 percentage points above that of yarn. ‘fhis situation shows clearly how a seemingly lower duty is
directly offset by a higher tumover tax to glve an equivalent aggregate penalty on U.S. fmports.

The Final effect of German practices on United States and West German dutics
on man-made fiber products is shown by the following table:

Effect of German turnover taz on stated United States and German duties

[In percent]

Reduction in | Increase over

eflective stated

U.S. duty German

duty
B 2 £ N 21 39
Grouped filaments. 2 40
Staple fiber_ ._..__.. 29 45
L} £: 1 - D, 78 45

From the data presented in the tables, it is evident that a uniform reduction in
United States and West German charges on man-made fiber articles will serve
only to increase the great “disparity” presently existing as a result of Germany's

tax practices.

This “disparity” is not localized on man-made fiber products but also
penalizes the end products made from man-made fibers, as well as the products

of other United States industries.

Apart from the disparities question, it would seem to be necessary to have a
common basis of valuing the trade in relation to which concessions are exchanged.
Is the United States being systematically short changed in the concessions by
virtue of the fact that its import statistics understate the value of imports in

comparison with the c.i.f. reporting hasc of European countries?

It is understood

for example, that the United States made an attempt to adjust to this protlem in
the Dillon Round of trade agreement negotintions by arbitrarily adjusting all

import statisties by a factor of 10%.

It would scem vastly preferable to have the
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authentic record of the acean freight and.insurance cost portion of the incoming
merchandise than attempting to use such a rough riile of thumb in trade negotia-
tions where the Congress ¢éxpects the U.8. negotiators to get a balance of advan-
tages measure for measure in exchange for those given.
he misleading nature of our import statistics results from the use which is made
of them in trade negotiations, either without adjustment in comparison with
trado data of other countries which are on a o.i.f. basis, where the data are
adjusted through the use of arbitrary factors which m&y produce statistics in
somo product categorles just as misleading as those they were designed to correct.
The provisions of paragraphs (a) and (b) of 8.J. Res. 115, if adopted, would
provide basic data on imports in a manner which would correct the distortion
described above. :

DISTORTION IN PRESENT BALANCE OF TRADE STATISTICS

The next major deficiency in our nation's foreign trade statistics occurs in the
statement of U.S. exports. Presently these data include without distinotion U.S.
Government financed exports tinder a variety of grant, loan, and subsidy programs,
These export statistics are used in & seemingly definitive manner {n a variety of
contexts, including balance of payments, trade ?olioy ‘determinations, and trade
agreement negotiat!ons. This Association submits that it is a positive disservice
to our nation’s fiscal programs to indulge the fiction that all of the exports in.
cluded in our statistics are’ commercial, dollar-producing trade transactions.
Government financed exports should be separately stated, apart from the bona
fide commercial transactions.

Even man-made fiber exports are not immune from such distortions. In 1965,
the United States Government expended $20,176,000 in the United States for
man-made fibers and yarns to be exported under the nation’s A.I.D. program.
This Association does not protest the exrenditure of publie funds for its members
products, if such are %enuinely neceded In valid foreign aid programs. It would
also seem preferable that such expenditures be made in the United States than
abroad. But the increments of our exports financed under such programs do
not earn dollar exchange from other countries, do not indicate the relative com.
petitive strength of the U.S. industry in world export trade, and do not fairly
provide a gauge for determinations that export balances inflated by such transac-
tions reflect an ability on the part of the domestic industry to compete with
foreign groducts in the United States market without tariff protection. Yet our
export balances are seemingly used unecritically for such pul;Poses without the
benefit which a separate statement of government finance
product category would provide,

S.J. Res. 115 is clearly a steg in the right direction in the amelioration of the
types of problems deseribed above, and this Association supports its enactment.
It should be made more sPeciﬂo by the amendment of Section 2, second sentence,
to desoribe more precisely the various types of Government financed ex%orts
which are to be separately stated by produoct cate%)ory in the nation's official
export statistics. e present language of Section 2 by its generality may invite
less than thoroughgoing compliance. .

exports in each

NorTHERN TEXTILE ASSOCIATION,
Boston, Mass., Seplember 9, 1968.
Re Senate Joint Resolution 115.

Hon. Russenn B. Lona,
U.8. Senate, Washington, D.C.

DEeAR SENATOR Lona: This is in reference to Senate Joint Resolution 115 on
which the Finance Committee is holding hearings concerning the requirements
of C.I.F. reporting of U.S. import statistics and separate reporting of Govern-
ment subsidized or financed exports.

The American Textile Manufacturers Institute which represents U.S. ¢otton
and man-made fiber textile mills and is the largest textile association in the
country, and the Northern Textile Association, representing New England cotton,
man-made fiber textiles, woolen and worsted mills, respectfully urge the speedy
adoption of Senate Joint Resolution 115 in order that the seriously deteriorating
balance of trade in textiles can be put in proper perspective.

Of all U.S. imports and exports, textile mill products, apparel and other finished
textile products have shown perhaps the most startling reversal since the end of
World War II. From a favorable balance of trade of 1.1 billion dollars in 1947,
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the balance has plunged to a deficit of 772 million dollars in 1965 or a net loss of
1.87 billion dollars.

If these imports were reported on a C.L.F, basis, the net loss would be in the
aren of 2 billion dollars.

In 1966 this trend continues. Based on January-May data, textile imports
arc running at a rate of 1.6 billion dollars with exports at a 560 million dollar rate
or a projected deficit of over 930 million dollars. If imports were reported on a
C.I.F. basis, the deficit would be well over one billion dollars.

Another eritical reason for changing to a C.L.F. reporting basis is that all other
major trading nations report their imports on a C.I.F. basis. It is apparent that
country to country comparisons on trade are seriously qualified when the country
with the greatest amount of trade reports its imports on an F.O.B. basis,

On the other requirement of Senate Joint Resolution 115—to require separate
reports on Government subsidized or financed exports—we would urge that these
be broken down by product so that such textiles and textile products could be
made known. It is probable that considerable quantities of textiles are shipped
on this basis and would have to be subtracted from the above export figures in
order to present the fairest picture of the worsening textile balance of trade.

As you know, the textile industry is the nation’s second largest industry em-
ploying over 2 million workers with another 2 million employed in producing
fibers used principally by the industry. It is second only to steel in defensc
essentiality and is of vital importance in peacetime having a direct effect upon our
total economgr.

It is, therefore, urgent that the flood of imports which threatens the health of
this industry be shown for what it really is and not serlously understated.

Thank you for your interest in this matter.

Sincerely
! R. Burorp BRANDIS,

Foreign Trade Director, American Tezxlile Manufaclurers Institute.
Danier D. GOorbpoN,
Secretary, Northern Teziile Association.
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