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" MISCELLANEOUS TARIFF BILLS, 1983-84

FRIDAY, OCTOBER 21, 1083

SUBCOMMITTEE ON INTERNATIONAL TRADE
or THE CoMMITTEE ON FINANCE,
Washington, D.C.
The subcommittee met, pursuant to notice, at 9:37 a.m., in room
SD-215, Dirksen Senate Sﬁice Building, Hon. John C. Danforth
(chairman) gresiding.
Present: Senators Danforth, Chafes, Bentsen, Matsunaga, and

Mitchell.
Also present: Senator Wendell H. Ford and Senator Hugh Scott.

[The (i)ress release announcing the hearing and Senator Bentsen’s
prepared statement follow :]
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Preass Relesse No, 83-189

PRESS RELEANSE

FOR IMMEDIATE RELEASE ’ : . UNITED STATES SENATE
October 7, 1983 COMMITTEE ON FINANCE
Subcommlttoc on International

sn-219 Dirkacn Senate
Oftice Building

. SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON
. MISCELLANEOUS TARIFP BILLS

Iy

Senator €. John Danforth (R., Mo.), Chajirman of the
Subcommittee on International Trade, today announced that on
Friday, October 21, 1583, the Subcommittee will take testimony on
miscellaneous tariff bills pending before the Committee.

The hearing will commence at 9:30 a.m, in Room SD-215 of the
Dirksen Senate Office Suilding.

. The bills that mag be the subject of efither written or oral
testimony are listed belows

1, H.R, 3398--(Senate bills that are counterparts to sections of
H. R, 3398 are indicated in parentheses).

a. Section 111 (S. 702) would provide for the
reclassification of certain fabrics, articles, and
materials, coated, f£illed, or laminated with zubbc: oz,
plastics, currently being imported under schedule 7
(specificd products; miscellaneous and nonenumersted
products)’, under the appropriate section in schedule 3 .
(Textiles).

b. Section 112 (5. 756) would extend permanent, duty-free
treatment to warp knitting machines entered, or
withdrawn, after June 30, 1983, Parts will also be
extended duty-free treatment., It will also provide that
when the Column 1 (MFN) rate is reduced to a level at, or
:oiou.dthat of the LDDC rate thou the LDDC rate will be

eleted.

c. Section 113 (S. 907) would amend the TSUS to clarify for
duty purposes the classification of certain imported
gloves used primarily as work gloves.

d. 'section 114 (5. 1423) would provide fo: an 8. 5 percent nd
valorem duty on imported toys made of textils materials
for pets.

e. Section 121 (S. 847) would extend -the existing dut
suspension on crude festhers and down until June 3

£, Section 122 (S. 1512, §. 1583) would provide for
continvation of the current duty reduction on canned
‘ceroed heef. . I

g. SQctJon 123 (8. 1364) would extend the current suspension

©  of Auty on certain textile fabrics used in the
manufacture of hovercraft skirts until June 30, 1986.

h. Section 124 (S. 37) would reduce the duty on certain
disposable surgical drapes and sterile gowns made of man-
madc fiber products.



i,

3.
k.
1.
m.

n.

8.

t.

V.

Section 125 (8. 1372) would suspend the duty on MXDA and
(m-Xylenediamine) and 1,3-BAC (1,3-Bis (aminomethyl)=
f{:%’”'“‘""’ for a period of 3 years until June 30,

Section 126 (5. 1266) would suspend the duty on the
chemical 4,4-Bis (a,s~dimethyl benzyl diphenylamine) for -
a period of 3 years until June 30, 1986,

Section 127 (8. 1442) would suspend until June 30, 1986
the duty on flecainide ascetate, » drug used to treat
heart arrhythmias, - .

Section 128 (5. 1480) would temporarily reduce the duty
on imgo:tl of caffeine for a 2-yesr period bog!nn!n on
Decenber 31, 1983, and extending to December 31, 19:5.
Section 129 (8. 1505) would temporarily reduce the dut
on odd shaped or fancy watch crystals to the Suty leve
applicable to round crystals until June 30, 1986.

Section 130 (S. 906) would extend until June 30, 1988,
the current duty reduction on certain unwrought lead.

Section 131 (5. 583) would extend until June 30, 1988,
the existing suspension of duties on power drive flat
xnitting machines over 20 inches in width and parts for
such machines,

Section 201 (8. 1430, 8. 1443) would amend section 313(3)
of the Tariff Act of 1930 to Y:ovtdo certain technical
changes and to provide specifically that packaging
materials imported for use in pnzfcrming incidental
operations are eligible for same condition drawback.

Section 202 (5. 1409) would amend section 431 of tha
Tariff act of 1930 to provide for public disclosure of
certain manifest information on imports into the United:
States.

Section 203 would amend section 441(3) of the Tariff aAct
of 1930 to exempt certain vessels carrying passengers
into the United States Virgln Islands from the entry
requirements of the customs laws. .

Section 204- (8. 1399) wouvld amend she Tariff act of 1930
by udding a new section seeking to prevent the
,exportation of certain stolen vehicles, by establishing
civil penalties of $10,000 per each violation of imports
or exports of stolen self-propelled vehicles, vessels,

wircraft, and parts thereof. A verification procedure

with approximate documentation would also be established
and failure to comply would result in a civil penalty of
§500.

Section 211 (a) (8. 722) would amend section 3 of the
Foreign Trade Zones Act of 1934 to exempt bicycle
component’ parts, not reexported, from the exemption from
customs laws otherwise avaflable to merchandise in
foreign trade zones. The exemption imposed by this
provision would be in effect until June 30, 1986.

Section 211(b) (8. 1411) would amend section 15 of the
Foreigh Trade 2ones Act of 1934 to provide that tangible
personal property imported from outside the United
States, and held in a foreign trade zone for any of
several enumerated purposes, and tangible personal
property if produced in the United States and held in a
zone of exportation, would be exempt from State and local
ad valorem taxation. .
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220

v. Section 212 (8. 1406) would provide for the duty-free
entry of a pipe organ for the Crystal Cathedral of Garden
Grove, California. ‘

w. Section 213 (5. 14B6) would provide for the duty free
reliquidation of certain entries of scientific equipment
for the vse of the Ellis Fischel State Cancer Hospital of
Columbja, Missouri.

§. 221 would suspend until June 30, 1986 the duty on certain
menthol feedstocks. ' Y

S, 230 would reclassify certain cordage products with the
result that higher rates of duty will be applicable to them,

$. 453 would impose a one-tenth of one cent duty on apple and
pear Jjuice. .

§. 526 would increase duties on honey imports.

8. 759 would reduce the rate of duty for certain fish netting
and fish nets.

S. 1123 would suspend until September 30, 1986 the duty on 2-
methyl, 4-chlorophenol.

S. 1141 would reinstate, until June 30, 1986, the sdsponcion
of duties on certain unwrought aslloys of cobalt (TSUS iten
911.90) that was in effect until June 30, 1983.

S. 1158 would accord duty-free treatment to imported water
chestnuts and bamboo shoots.

5. 1184 would increase from $250 to §1,000 the amount for
Informal entry of goods. )

§. 1265 would reduce the rate of duty for gut imported for
Vse in the manufacture of surgical sutures.

S, 1296 would increase the rate of duty on imported roses.

S. 1420 would auvthorize suspension of the rates of duty on
semiconductors and computers. ‘=~

S§. 1476 would suspend until Janvary 1, 1986 the rate of duty
oh G-amino-l-naphthol-3-sulfonic acid.

S, 1477 would suspend until December 31, 1985 the rate of
duty on 2- (4-aminophenyl)-6-methylbenzothiazole-7-sulfonic

acid.

S. £478 would suspend temporarily the rate of duty on B-
naphthol. . '

§. 148) would suspend the rate of duty on sulfani)amide until

December 31, 1986,

S, 1482 would suspend the rate of duty on sulfaquinoxaline
until December 31, 1986,

S. 1483 would suspend the rate of duty on sulfaquanidine
until December 31, 1986.

S. 1484 would suspend the rate of duty on sulfamethazine
unt ecember 31, 1986,

é. 1485 would suspend the duty on sulfathiazole until the

close oI December 31, 1986{ .

§. 1507 would suspend until October 29, 1986 the entire rate
of duty on canned corned beef. (Compare H.R. 3398, section

122.)



23. 8, 1518 would impese » duty on tubeless tire valves,

24. 8, 1524 would suspend until December 31, 1985 the rate of
d?t gnisa:cs of spindle motors suvitable for computer memory
s rives, _ -

25. S$. 1542 would increase the rate of duty on melamine,

26, S. 1636 would reclassify and increase the rate of duty
appilicable to certasn imported citrus products.

27, §, 1642 xelates to the tariff treatment of certain telescopes
not designed for .use with infrared light, pe

28, S. 1743 would suspend temporarily the rate of duty on certain
benzenoid chemicals (NA-128 and NA-125-chloride).

29, S, 1759 would extend until June 30, 1987 the current
suspension of duties on 4-chloro-3-methylphenol.

30, §. 1771 would extend the current temporary suspension of
duties on certain clock radjos until September 30, 1987.

31. S. 1808 would reguire imported pipe, pipe fittings, and’
cy?i?aozs to be marked permunently with their country of .
origin,

32, S. 1845 would amend TSUS item 801.00 to provide that articles
reimported into the United States, if they praviously entered
duty-free pursuant to provisions of the Caribbean Basin
Recovery Act or the Generalized System of Preferences, could
sgain enter duty-free,

33, S. 1886‘-wouid suspcnd for a three-year period the duty on a
certain chemical intermediate,

34. H.J. Res. 290 would permit duty-free entry of the personsl
effects, equipment, and related articles of foreign :
participants, officials, and other accredited membars of
delegations to the Los Angeles Olympic Games.

. Regquests to testify--Witnesses who wish to testify at the
‘hearTng must submit a written request to Roderick A. DeArment,
Chief Counsel, Committee on Finance, Room SD-219, Dirksén Senate
Office Building, wWashington, D.C. 20510, to be received no later
than noon on Monda October 17, 1983, wWitnesses w [
notified as soon as practicable thereafter whether it has been
possible to schedule them to present oral testimony. 1I1f for some
reason a2 witness is unable to appear at the time scheduled, he
may . file a written statement for the record in lieuv of the
persona) appesrance. In such & case, a witness should notify the
Committee of his/her inability to appear as soon as possible.

Congolidated testimony.--Senator Danforth urges all witnesses
who have a common position or who have the same general interest
to consolidate their testimony and designate a single spokesman
to present their common viewpoint orally to the subcommittee.
This procedure will enable the subcommittee to receive a wider
expression of views than it might otherwise obtain. Senator
panforth vrges that all witnesses exert a maximum effort to
consolidate and coordinate their statements.

Legislative Reorganjzation Act.~-Senator Danforth stated that
the Legisiative Reorganization hct of 1946, as amended, requires
all witnesses appearing before the Committees of Congress “to
file in advance written statements of their proposed testimony,

and to 1imit their oral presentations to brief summaries of their
argument." .

witnesses scheduled to testify should comply with the
following rules:



) All witnesses must submit written statements of their
testimony,

(2) written statements must be typed on le uter-sizo paper
(not legal size)and at least 100 coples must be delivered
not later than noen on Thursday, October 20, 1983,

(3) Al) witnesses must include with their written statements
a summary of the principal points included in thc
statement,

(4) Ora) presentations should be limited to a shoxt
iscussion of principal points included in the one-page
Jummary, Withesses must not read thelr written
statements. The entire prepared statement will be
Inciuded In the rocord of the hearing.

(5) No more than § mtnutcs will'be allowed for the oral
tuma:y.

Written statements.~-Witnesses who are not scheduled to make

an orsl ptcscnin%!cn, and others who desire to present their
views to the subcommittee, sre urged to prepare a written

“Statement for submission and inclusion in the printed record of
the hearing. Théese written statements shovld be typewritten, not
more than 25 double-spaced pages in length, and mailed with five
(5) copies to Roderick A. DeArment, Chief Counsel, Committee on
Finance, Room $D-219, Dirksen s:natc Office Building, Vashington,
D.C. 20510, not lato: than October 31, 1983. On the {irst pege
of your written statomcne. please indicate the date and subject
of the hearing. .

witnorscs should not submit written ‘statements i€ the
already have responded to previous Committee reguests
comments on these bilils,

-

P.R., 83-189
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Senator DanrorTH. We have some 15 bills that we are going to have
hearings on this morning, and there are some three and a half pages
of witnesses. You have all been asked to observe time limits. Your
statements will be incorporated in the record in full, so you don’t
even have to take the time to ask that your statements be incorporated
in the record. They will be. I would ask all of the witnesses to please
adhere very strictly to the time limits. _

I am going to try to refrain from asking questions, if I can, but we
may be submitting questions to you in the next few days to answer
in writing,

The first bill is S. 722, and Senator Ford is with us today,

STATEMENT OF HON. WENDELL H. FORD, U.S, SENATOR FROM
THE STATE OF KENTUCKY

Senator Forp. Thank you, Mr, Chairman,

Mr. Chairman, I appreciate the ogportunity to appear before your
subcommittes today in support of S. 722, legislation which Senator
Huddleston and I have introduced to exempt bicycle component parts
which are not reexported from the customs law exemption available to
merchandise in foreign trade zones.

This legislation has been introduced in response to an application by
Hufty Corp. for a foreign trade subzone at its manufacturing facility
in Celina, Ohio. The application if granted will seriously threaten the
bicycle parts industry in the United States and result in the export of
many jobs to other countries,

As this subcommittee well knows, over the last 13 years Congress
has expressed a clear intent with regard to tariff rates on bicycles and
bicycle component parts. Tariff schedules have been written and re-
vised so that the duty on component parts and manufactured bicycles
are roughly in balance.

The average duty rate on bicicles is 5.5 percent for lightweight
bicycles and 11 percent for all other bicycles, while the tariff on most
bicycle component parts is 13.8. These rates are balanced through a
series of duty suspensions which allow virtuallg evex;y bicycle part nat
manufactured in this country to be imported duty free.

Today, 42 percent by value of the parts which go into a bicycle
are imported duty free. If the application for a subzone is granted,
Huffy will be able to make an end run around our tariff laws and
will import 100 percent of its parts into the zone, assemble those parts
into a bicycle, and then bring that bicycle out of the zone at the lower
tariff rate established for finished bicycles. This will reduce the effec-
tive tariff rate on bicycle parts from 13.8 percent to 5.5. It will avoid
the tariff protection which Congress has established for those few
blcﬁrcle component parts which are still manufactured in this country.

uffy now controls 40 percent of the domestic bicycle production
market, The second largest bicycle manufacturer, Murray Corp., has
approximately 80 percent of the domestic market, '

1f Huffy sets uf‘) a trade zone, Murray, in order to remain competi-
tive, would also have to seek and obtain foreign trade zone status.
The impact this would have on the domestic bicycle component manu-
facturing industry I think is clear: The industry would be devastated,
and thousands of jobs would be exported from the United States to

Taiwan, Korea, and Japan.
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This situation has been brought to my attention by Wald Manu-
facturing Co., a maker of bicycle component parts in Maysville, Ky.
Maysvilie 18 a small but delightful town, and Wald has been a major
employer there, with a work torce of as many as 400 workers in peak
production years. ‘l'oday, average employment is down to 225, It the
Huffy subzone is granted, many of these jobs if not all will be lost to
foreign manufacturers, .

Because Maysville is a small town, there are few alternative em-
ployment op%ortunities. These people will be sent to the unemploy-
ment lines where they will likely remain for a long time,

Mr. Chairman, I support the use of foreign trade zones, and I be-
lieve they have generally been beneficial to the U.S. economy. In
recent years, however, as more and more manufacturing facilities
have switched to trade zone status, questions have been raised about
the exact impact they have on net domestic employment.

The House Ways and Means Committee shares this concern and
has requested the International Trade Commission and the Govern-
ment Accounting Office to investigate the net impact foreign trade
zones have on the U.S. economy. Depending on the outcome of this
investigation l?islation may be developed to provide more compre-
hensive standards for granting foreign trade zone status.

The bicycle component parts industry cannot wait for that study
to be completed and legislation enacted. If the Huffy application is
granted, it will be too late. The industry will be devastated, and thou-
sands of jobs will be lost.

It is the responsibility of the Congress to step in and prevent that
unemployment by enacting S. 722, The House has already done this
in section 211 (a) of H.R. 8398, a miscellaneous trade bill. That section,
however, exempts bicycle component parts from the trade zone laws
for only a 8-year period. Of course, that won’t be the answer if in 3
ge?rs (tihe Huffy application is granted and unemployment is only

elayed.

Mr. Chairman, it would be unconscionable if Congress were to stand
by and abdicate its responsibility by allowing an office in the Com-
merce Department to make a decision that could devastate a domestic
industry : I urge your subcommittee to approve S. 722.

Mr. Chairman, I have included with my written remarks an attach-
ment that lists those parties who have filed comments on the Huffy
application with the Foreign Trade Zone Board. I have also included
8 summar}y of their comments, and I request that they may be made
a part of the record.

Senator DanrorTH, They will be, Senator Ford. Thank you very
much. As always, you were succinct.

Senator Forp. Say something nice, will you, please

Laughter.]
Senator Forp, And, Mr. Chairman, I would like to file for the record

ia) statement by our distinguished colleague from Illinois, Senator
ixon,

Senator DanrorTH. Thank you very much.

Senator Forb. I thank the chairman for allowing me to appear be-
fore the subcommittee,

Senator DanrorTH. Thank you, Wendell.

[The prepared statement of Senator Wendell H. Ford and attach-

ment, and Senator Dixon'’s statement follow :]



STATEMENT OF SENATOR WENDELL H. FORD
IN SupegrT OF S, 722

Berore THE SENATE FINANCE COMMITTEE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OctoBer 21, 1983

MR, CHAIRMAN, | APPRECIATE THE OPPORTUNITY TO
APPEAR BEFORE THIS SUBCOMMITTEE TODAY IN SUPPORT OF
S. 722, LEGISLATION WHICH SENATOR HUDDLESTON AND
HAVE INTRODUCED TO EXEMPT BICYCLE COMPONENT PARTS WHICH
ARE NOT REEXPORTED, FROM THE CUSTOMS LAW EXEMPTION
AVAILABLE TO MERCHANDISE IN FOREIGN TRADE ZONES.

THIS LEGISLATION HAS BEEN INTRODUCED IN RESPONSE
TO AN APPLICATION BY HUFFY CORPORATION FOR A FOREIGN
TRADE SUBZONE AT ITS MANUFACTURING FACILITY IN
CeLINA, OH10, THE APPLICATION, IF GRANTED, WILL
SERIOUSLY THREATEN THE BICYCLE PARTS INDUSTRY IN THE
UNITED STATES AND RESULT IN THE EXPORT OF MANY JOBS
TO OTHER COUNTRIES.,

As THIS SUBCOMMITTEE KNOWS, OVER THE LAST 13 YEARS
CONGRESS HAS EXPRESSED A CLEAR INTENT WITH REGARD TO THE
TARIFF RATES ON BICYCLES AND BICYCLE COMPONENT PARTS.
TARIFF SCHEDULES HAVE BEEN WRITTEN AND REVISED SO THAT
THE DUTY ON COMPONENT PARTS AND MANUFACTURED BICYCLES
ARE ROUGHLY IN BALANCE. THE AVERAGE DUTY RATE ON BICYCLES
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1s 557 FOR LIGHTWEIGHT BICYCLES AND 112 FOR ALL OTHER
BICYCLES WHILE THE TARIFF ON MOST BICYCLE COMPONENT
PARTS 1S5 13,3%. THESE RATES ARE BALANCED THROUGH A
SERIES OF DUTY SUSPENSIONS WHICH ALLOWS VIRTUALLY VER¥-£VeRY
BICYCLE PART NOT MANUFACTURED IN THIS COUNTRY TO BE
IMPORTED DUTY FREE. -ToDAY U2Z, BY VALUE, OF THE PARTS
WHICH GO INTO A BICYCLE, ARE IMPORTED DUTY FREE.

IF THE APPLICATION FOR A SUBZONE IS GRANTED, HUFFY
WILL BE ABLE TO MAKE AN END RUN AROUND OUR TARIFF LAWS
AND wiLL IMPORT 100% OF 1TS PARTS INTO THE ZONE, ASSEMBLE
THOSE PARTS INTO A BICYCLE, AND THEN BRING THAT BICYCLE
OUT OF THE ZONE AT THE LOWER TARIFF RATE ESTABLISHED
FOR FINISHED BICYCLES. THIS WILL REDUCE THE EFFECTIVE
TARIFF RATE ON BICYCLE PARTS FROM 13.3%2 10 5.5%. I7
WILL AVOID THE TARIFF PROTECTION WHICH CONGRESS HAS
ESTABLISHED FOR THOSE FEW BICYCLE COMPONENT PARTS WHICH
ARE STILL MANUFACTURED IN THIS COUNTRY,

Hurry Now CONTROLS 407 OF THE DOMESTIC BICYCLE
PRODUCTION MARKET, THE SECOND LARGEST DOMESTIC BICYCLE
" MANUFACTURER -- MURRAY CORPORATION -- HAS APPROXIMATELY
302 OF THE DOMESTIC MARKET. |F HUFFY SETS UP A TRADE
SUBZONE, IN ORDER TO REMAIN COMPETITIVE, MURRAY wouLD
ALSO HAVE TO SEEK AND OBTAIN FOREIGN TRADE SUBZONE STATUS.
THE IMPACT THIS WOULD HAVE ON THE DOMESTIC BICYCLE
COMPONENT MANUFACTURING INDUSTRY IS CLEAR., THE INDUSTRY
WOULD BE DEVASTATED AND THOUSANDS OF JOBS WOULD BE EXPORTED
FRoM THE UNITED STATES TO TAIWAN, KOREA AND JAPAN.
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THIS SITUATION HAS BEEN BROUGHT TO MY ATTENTION
BY WALD MANUFACTURING COMPANY, A MAKER OF BICYCLE
COMPONENT PARTS IN MAYSVILLE, KENTUCKY. MAYSVILLE 1s
A SMALL TOWN AND WALD HAS BEEN A MAJOR EMPLOYER THERE
WITH A WORK FORCE OF AS MANY AS 400 WORKERS IN PEAK
PRODUCTION YEARS. TODAY, AVERAGE EMPLOYMENT IS DOWN TO
225. [F THE HUFFY SUBZONE IS GRANTED, MANY OF THESE
JOBS, IF NOT ALL, WILL BE LOST TO FOREIGN MANUFACTURERS.
BecAuse MAYSVILLE 15 A SMALL TOWN, THERE ARE FEW
ALTERNATIVE EMPLOYMENT OPPORTUNITIES, THESE PEOPLE WILL
BE SENT- TO THE UNEMPLOYMENT LINES WHERE THEY WILL LIKELY
REMAIN FOR A LONG TIME,

MR, CHAIRMAN, | SUPPORT THE USE OF FOREIGN TRADE
Z0NES AND | BELIEVE THEY HAVE GENERALLY BEEN BENEFICIAL
To THE UNITED STATES ECONOMY, IN RECENT YEARS, HOWEVER,
AS MORE AND MORE MANUFACTURING FACILITIES HAVE SWITCHED
TO TRADE ZONE STATUS, QUESTIONS HAVE BEEN RAISED ABOUT
THE EXACT IMPACT THEY HAVE ON NET DOMESTIC EMPLOYMENT,
The House Wavs AND MeANS COMMITTEE SHARES THIS CONCERN
AND HAS REQUESTED THE INTERNATIONAL TRADE COMMISSION
AND THE GOVERNMENT ACCOUNTING OFFICE TO INVESTIGATE THE
NET IMPACT FOREIGN TRADE ZONES HAVE ON THE U. S, ECONOMY,
DEPENDING ON THE OUTCOME OF THIS INVESTIGATION, LEGISLATION
MAY BE DEVELOPED TO PROVIDE MORE COMPREHENSIVE STANDARDS
FOR GRANTING FOREIGN TRADE ZONE STATUS,

28-805 0 - B84 ~ 2
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THE BICYCLE COMPONENT PARTS INDUSTRY CANNOT WAIT
FOR THAT STUDY TO BE COMPLETED AND LEGISLATION ENACTED,
[F THE HUFFY APPLICATION IS GRANTED, IT WILL BE TOO LATE;
THE INDUSTRY WILL BE DEVASTATED AND THOUSANDS OF JOBS
LOST,

IT 1S THE RESPONSIBILITY OF CONGRESS TO STEP IN
AND PREVENT THAT UNEMPLOYMENT BY ENACTING S. 722, THE
HoUSE HAS ALREADY DONE THIS IN SECTION 211(a) oF H. R, 3398,
A M1SCELLANEOUS TRADE BILL. THAT SECTION, HOWEVER,
EXEMPTS BICYCLE COMPONENT PARTS FROM THE FOREIGN TRADE
ZONE LAWS FOR ONLY A THREE-YEAR PERIOD, OF COURSE,
THAT WON'T BE AN ANSWER IF, IN THREE YEARS, THE HUFFY
APPLICATION 1S GRANTED AND UNEMPLOYMENT 1S ONLY DELAYED,

MR, CHAIRMAN, IT WOULD BE UNCONSCIONABLE IF CONGRESS
WERE TO STAND BY AND ABDICATE ITS RESPONSIBILITIES BY
ALLOWING AN OFFICE IN THE COMMERCE DEPARTMENT TO MAKE A
DECISION THAT COULD DEVASTATE A DOMESTIC INDUSTRY. |
URGE YOUR SUBCOMMITTEE TO APPROVE S, 722,

| HAVE INCLUDED WITH MY WRITTEN REMARKS AN ATTACHMENT
THAT LISTS THOSE PARTIES WHO HAVE FILED COMMENTS ON THE
HUFFY APPLICATION WITH THE FOREIGN TRADE ZONE BoARD.
| HAVE ALSO INCLUDED A SUMMARY OF THEIR COMMENTS AND I
REQUEST THAT THIS BE MADE A PART OF THE HEARINGS RECORD.
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COMMNITTERS:

ALAN J. DIXON
Lo AGRICULTURE, NUTRITION,
AND FORESTRY
BANKING, HOUSING AND
URBAN AFPFAINS
WUlnited Hlates Denale B

WASHINGTON, D.C. 20810

(s..

BICYCLE MANUFACTURIN
A DOMESTIC INDUSTRY WORTH SAVING

Statement of Senator Alan J. Dixon
Friday, October 21, 1983

Mr. Chairman, as a cosponsor of S. 722, I am grateful to
the Committee for conducting hearings on H.R. 3398 and the
companion Senate bills.

0f particular interest to my state is the exemption of
bicycle component parts, which are not reexported, from the
exemption which is otherwise available to merchandise in foreign
trade zones. )

The Huffy Corporation applied to the Foreign Trade Zone
Board for foreign trade subzone status. Huffy is the largest
bicycle manufacturer in this country. That company has a 42%
share of the domestic market. It has increased its ,market share
in recent years, and, in my opinion, has little need for a
government-granted advantage over its competitors.

The domestic bicycle parts industry has already suffered
from foreign competition. Currently 67% of these parts are
imported. There are only 26 domestic parts companies left in
the United States. For the record, I would like to submit a
list which was provided by the Cycle Parts and Accessories

Association, listing the parts manufacturers which are remaining,
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and the states in which they are located. My state of Illinois
has four companies still operating.

Of particular concern to me is the Roadmaster COrporation'
in Olney, Illinois. The company currently employs 800 persons.
It is a small manufacturer of bicycles, but it is the major
employer in Richland County, Illinois, whose unemployment rate in
August was 16.7%. According to company officials, if the Huffy
application 1s accepted, and this legislation is not enacted,
Roadmaster Corporation would be severely impacted and would be
forced to close its doors. It would also mean the total demise
of the few remaining bicycle pérts manufacturers in this country.

I am pleased that Robert Zinnen from Roadmaster Corporation
i8s here today. 1 know that his testimony will be helpful to
the committee in its consideration of this bill,

Last August, I wrote to Senator Moynihan and Senator Heinz,
encouraging support for this legislation. I believe it is of
particular interest since New York and Pennsylvania both have
bicycle parts manufacturers.

I visited the Roadmaster Corporation in Olney, Illinois
during the August recess. It is a thriving business, but cannot
remain so unless we enact this bill.

The Foreign Trade Zone program was intended to provide an
incentive to create jobs in this country. Yet, 1 believe if
the Huffy application is approved, and this exemption is not
enacted, the opposite will result.

I join Senators Ford and Huddleston in requeating your

favorable consideration of S. 722.
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DOMESTIC BICYCLE PARTS MANUFACTURERS

PENNSYLVANIA - 2

Carlisle Tire and Rubber Co.

P.0. Box 99
Carlisle, Pennsylvania 17013

National Bearings Company
Manheim, Pike and Flory Mill Road
P.0. Box 4726

Lancaster, Pennsylvania 17604

NEW YORK ~ -1
Elrae Industries, Inc.

11035 Walden Avenue
Alden, New York 14004

ILLINOIS - 4

Amerace-Emconite Division
3445 North Kimball Avenue
Chicago, Illinois 60618

Excel, Inc.
9362 West Grand Avenue
Franklin Park, Illinois 60131

Stewart-Warner Corporation
1826 Diversey Parkway
Chicago, Illinois 60616

Ti Sturmey-Archer of America, Inc.
1014 Carolina Drive
West Chicago, Illinois 60185

INDIANA - 5

ABS Industries, Inc.
2100 Goshen Road, Suite 237
Fort Wayne, Indiana 46808

The Bendix Corporation

Bicycle & Ignition Components Division
401 Bendix Drive

P.0. Box 4001

South Bend, Indiana

Ohio Rod Products
P.0. Box 41%6
Versailles, Indiana 47042

South Bend Forge
P.0. Box 4220
South Bend, Indiana 46634
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Sun Metal Products, Inc.
P.0. Box 1508
Warsaw, Indiana 46580

OHIO - 4

Ashtabula Forge
4212 Ann Avenue
Ashtabula, Ohio

Colfor, Inc.
P.0. Box 485
Malvern, Ohio 44644

Persons-Majectic Mfg. Co.
Faulhaber Division

21 Hamilton Street
Monroeville, Ohio 44847

ABS Industries, Inc.
P.0. Box 630
Willoughby, Ohio 44094

WISCONSIN - 1

Graber Products, Inc.
5253 Verona Road
Madison, Wisconsin 53711

CALIFORNIA - 2

American Cycle Systems, Inc.
1449 Industrial Park Street
Covina, California 91722

The J.C.I. Agency
904 South Nogales Street
City of Industry, California 91744

CONNECTICUT - 2

Hartford Bearing Co.
951 West Street
Rocky Hill, Connecticut 06067

Mesinger Manufacturing Co.

Durant Avenue
Bethel, Connecticut 06801

KENTUCKY ~ 1
Wald Manufacturing Co., Inc.

P.0. Box 10
Maysville, Kentucky 41056



FLORIDA - 1

Hunt-Wilde Corporation

Pan American Plastics Division
2835 Overpass Road _
Tampa, Florida 33615

OREGON - 1 .
Kool-Stop Safety Brake
P.0. Box 1304

Lake Grove, Oregon 97034
TENNESSEE - 2

Thun, Inc.

Clarksville, Tennessee

Troxel Manufacturing Co., Inc.
Moscow, Tennessee 38057

17
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Senator DanrorTH. On 722, we have five witnesses who will appear
as & panel: Mr, Pawsat, Mr. ﬁinnen, Mr. O'Reilly, Mr. Lane, and Mr,

O’Connor.
Mr. Pawsat.

STATEMENT OF CARLTON P, PAWSAT, PRESIDENT,
WALD MANUFACTURING, MAYSVILLE, KY.

Mr, Pawsar, Mr, Chairman, we have been allowed, as I understand
it, 214 minutes for two witnesses. If we mz:ly we will have two wit-
negses, ? minutes for each, and then we woul fike to hold a minute for
repbuttal.

Senator DanrortH. Well, I would appreciate it if the for-side would
take 5 minutes and if the against-side would take 5 minutes,

Mr. PawsaT. OK. Our witnesses, then, will be Tim O’Reilly for the
bicycle parts industry, and Bob Zinnen for the bicycle manufacturers
who are opgosing the Huffy trade zone application. The first witness
will be Mr. Zinnen, vice president of Roadmaster.

Senator DanrorTr. All right.
[The prepared testimony of Carlton P. Pawsat follows:]
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I. INTRODUCTION

My name is Carlton gawsat, President of Wald
Manufacturing Company, Inc. I appreciate the opportunity to
testify in support of section 211(a) of H.R. 3398 and of
8. 722. These bills are of vital concern to our company,
our employees, and our industry.

Wald manufactures bicycle parts in Maysville,
Kéntucky. We have been in business since 1905 and in Maysville
since 1924. We are a small business in a rural community.

Our dperations, equipment, qnd plant facilities are modern.

' Because our only business is bicycle parts, our company's
survival and our employees' jobs are solely dependent on the
survival of the domestic bicycle parts industry. Our industry
is threatened by an application to the Foreign-Trade Zones
Board for a manufacturing subzone at Huffy Corporation's
Celina, Ohio plant, FTZ Docket No. 17-f2.

In the past decade, the bicycle parts industry has
been seriously eroded. A combination of increased impoxtatish
of bicycle parts, the recessionary economy, and the strong
dollar overseas have depressed our industry and our company.
Wald's employment has, as a result, dropped from over 400
employees working overtime in 1973-74 to approximately 225
today, working a 4-day week for the most part of 1980, 1981,
and 1982. Our industry has always had its ups and downs:
however, we feel we can again survive until better times,

unless the Huffy Corporation is granted this subzone.
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II. TARIFFS ON IMPORTED BICYCLES AND PARTS ARE BALANCED,

Huffy does not seek to increase exports through
its subzone. 1Instead, it seeks to avoid tariffs on those
parts which are subject to duty if imported. Presently, 42{
of the dollar volume of imported parts come into this country
duty free through the duty suspension bill. The remaining
imported parts are subject to tariffs, most of which are
13.3% declining to 10% by 1987, In comparison, the tariffs
on impofted bicycles are 5 1/2% for lightweight bicycles and
I11% on most other imported bicycles. Because of the tariff-
free status of 42% of imported parts (by dollar volume), a
fair balance exists between the average tariffs on imported
bicycles and the average tariffs on imported parts. That
is, the tariff on imported bicycles is virtually the same, e
on average, as that on bicycle parts imported for assembly
in the U.§. into a bicycle.

III. THE HUFFY SUBZONE WILL DESTROY THIS BALANCE.

Because only those parts which are available from

a domestic manufacturer are presently subject to tariffs,
Huffy's prime incentive in seeking a subzone is to gain a
cost advantage over its competitors by increasing importation
of parts which are available domestically without paying the
tariffs established by this Subcommittee.

Iv. HUFFY'S SUBZONE WILL DESTROY THE DOMESTIC BICYCLE

.

Huffy cannot deny that the primary purpose of the
subzone application by Huffy is to avoid tariffs on imported

parts which go into bicycles Huffy produces for domestic

.

-2 -
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consumption. This avoidance will occur as a result of
assembly in the subzcone of imported parts into finished
bicycles. When those bicycles 1?ave the subzone into our
economy, Huffy will pay the duty rate for bicycles, which,
for the most part, carry a much lower duty rate than the
established rate for imported parts. The subzone will allow
Huffy to pay the bicycle rate (5 1/2% or 11%, depending on
bicycle type) rather'than the imported parts rate (most in
the range of 13%) on all of its imported parts, resulting in
a unilateral reduction of over 50% in the amount of tariff
duty Huffy pays. Ruffy's application states that this
reduction in duty "could range as high as $2,400;000 per
year" (and we believe this estimate to be low). This duty’
reduction is a direct loss to U.S. revenues. Moreover,

every penny Huffy saves in tariffs will come out of the

hides of domestic bicycle parts manufacturers.
Huffy will have no incentive to make or buy domestically

manufactured bicycle parts. Huffy is this country's largest
manufacturer of bicycles, with a domestic production share
of 40%. The second largest bicycle manufacturing company,
which enjoys over 30% of the domestic bicycle production
market, will be forced to make the gsame move for a subzone
in order to stay competitive. As a result, the U.S. bicycle
parts market will shrink to n;l. Smaller U.S. bicycle
manufacturers who cannot qualify for or support the cost of

a subzone will not be able to remain competitive and will be

forced out of business.
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v. THE HUFFY SUBZONE WILL DESTROY BETWEEN 2,000 AND
’ oo Bo‘

The domestic bicycle parts industry employs over

2,000 U.S. workers., Additionally, our industry gourxces its
materials domestically. The domestic bicycle industry
employs approximately 8,000 U.S. workers, Companies from
both industries oppose the Huffy subzone and support these
bills because they realize that the two industries' destinies
are mutually dependent.

Both industries are very competitive, depressed,
and import sensitive. Bicycle manufacturers have lost 25%
of their market to imports. Bicycle parts manufacturers
have lost 67% of their market to imports. Loss of any
additional market share threatens our industry's survival.
In recognition of these facts, 12 U.S. parts manufacturers
and 8 U.S. bicycle manufacturers, as well as two foreign
trade zone operators have filed in opposition to Huffy's
application. Only one parts manufacturer and no bicycle
manufacturer or foreign trade zone operator has filed with
the Board in support of the Huffy application.

vI. CONGRESSIONAL ACTION IS NEEDED TO PREVENT THIS
MISUSE 0! =T Z .

Subzones have never been authorized by Congress.
Instead they have come about by iegulations. Those regulations
do not establish any criteria for establishment of a subzcne
other than that a subzone "may be authorized if the Board
finds that existing...zones will not serve adequately the

convenience of commerce...." Regulations establishing

-4 -
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criteria have been proposed for comment but have not boeﬁ
finalized. The legislative intent behind the Foreign-Trade
Zones Act was to expedite and encourage foreign trade,

thereby stimulating the U.S. economy and domestic employment.
However, as applied to the bicycle parts industry, the Huffy
subzone would be counterproductive, According to the Foreign-
Trade Zones Board itself, only 33% of the goods currently
entering zones and subzones is of domestic origin; and only
30% of the goods shipped out of the zones are exported.

Thus, 70% of these goods ar; foreign imports into the United

States.
Through its subzone application, Huffy is attempting
to subvert the intent of Congress with regard to the purpose
of the Foreign-Trade Zones Act and to upset the delicate
balance which this Committee has enforced regarding tariffs
on bicycle parts. The proceeding before the Foreign-Trade
Zones Board is an openly calculated attempt to avoid the
tariffs on bicycle parts and is an abuse o0f that process.

VII. THIS LEGISLATION WOULD NOT PREVENT HUFFY'S USE
0 R VALID ENDS: INCREASE OF EXPORTS.

The bills pending before this Subcommittee would

allow Huffy to use a subzone for re-export purposes. Thus,
if Huffy truly wishes to increase exports, it can do so with

this legislation in force.
However, despite statements in their application

about plans to increase exports, Huffy does not truly intend

to do so. They have admitted as much before the House

-5 -
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Committee on Ways and Means, and their presence here today
in opposition to these bills is further proof of their true

intent: tariff avoidance.
The devastating impact which a Huffy subzona would

have on domestic bicycle parts manufacturers, without legis-
lative relief, is all the more ironic in light of Huffy's
own statements that subzone approval "is really not something

that will make or break us..." (statement by Huffy General

Counsel Bob Wieland as reported in The Daily Standard on
May 16, 1983, per copy attached as Exhibit I). Approval

will "break" many domestic bicycle parts manufacturers and

may force smaller domestic bicycle manufacturers out of
business. Destruction of these typically small businesses
to provide an incremental advantage to the dominant firm in

the industry simply makes no sense.
Moreover, Huffy Corporation doesn't need to back

the domestic parts manufacturers in a corner for corporats

gain, as they are already in a sound business position. 1In
fact, Huffy's fourth quarter ending June 24, 1983, was
reported in Barron's as "the most profitable quarter in the
Company's history." (See Exhibit II attached.) For this
period, earnings before nonrecurring charges were $3,046,000.
These earnings "do not reflect any of the benefits that will
be realized from the bicycle plant consolidation that occurred
in fiscal 1983." According to Buffy's news release of

April 14, 1983, (See Exhibit III), the closing of their

Ponca City, Oklahoma, plant and consolidation of activities

-6 -
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at their Celina, Ohio plant will bring about an estimated

annual fixed cost savings of $4 million.

VIII. §. 722 AND SECTION 211(a) OF H.R. 3398 WOULD PREVENT
SUSE 0 .

8. 722 and Section 2ll(a) of H.R. 3398 differ only

in that Section 21l1(a) "sunsets” on June 30, 1986. While we
prefer S. 722 as a final solution to this problem for our
industry, we believe that, if Congress feels & sunset date
should be enacted, the June 30, 1986, date is an appropriate
one. The House Ways and Means Committee chose June 30,
1986, so that a permanent exemption can be studied at thn
same time that the bicycle and bicycle parts tariff schedules
are due to be reviewed by Congress. Therefore, full hearings
on the impact of imports on the bicycle and bicycle parts
irdustries will be held prior to that date. Also, both the
Irternational Trade Commission and the General Accounting
(ffice are investigating foreign trade zones and will report
to the House Ways and Means Committee next year prior to
oversight hearings which that Committee intends to conduct
in order to review possible abuses of the zones privilege.
The House Trade Subcommittee has stated that it intends to
hold oversight hearings once those investigations have been
completed.
IX. SUMMARY.

In summary, we urge your support of S§. 722 and
Section 211(a) of H.R. 3398 to give our Company: our employees,

and our industry a fighting chance for survival.

-7 -
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ih . WALD Exhibit III

HUFF¥

PMecse Reply
Nm HUFFY CORPORATION

omﬁ'%.::‘ :
Release oo

HUFFY ANNOUNCES
BICYCLE PLANT CONSOLIDATION
AND GAIN ON SALE OF WEST COAST PROPERTY

mytpn. Ohfo, April 14, 1983 - Huffy Corporation announced today the sale
of its Azusa, Californfa property for approximately $5.1 million, resulting
in &n after-tax gain on the sale of approxirately $2.8 million. Huffy also

- anncunced that 1t plans to close its Ponca City, Oklahoms bicycle plant and
move the majority of the machinery and equipment to the Company's Celina,
Ohfo bicycle production facility. The estimated cost of closing the plant
and mvlnj the machinery and equipment s $4.4 million on an after-tax
basis. The sale of the California property, as well as the closing of the
Oklahoma plant and the related movement of equipment, will be reflected in
the Company's fourth quarter results.

With respect to the bicycle plant consolidation, Harry A. Shaw III, President
and Chief Executive Officer, stated, "It was a most difficult decision to
close our Oklahoma plant in 1ight of the effects 1t has on our dedicated
employees and the Ponca City community which has been very supportive.
However, this action {s necessary to enable the Company to operate more
efficiently in the future. We estimate that approximately $4 million of
annual fixed costs will be eliminated becauss of the plant consolidation.

A major factor in reaching the decision to close the Oklahoma p}int was the
significant increase in the production capability which has occurred at our



Celina, Ohto facility over the past three to four years. Increased
productivity through robotics and other mnufacturing efficiencles
implemented since 1979 combined with the trensfer of equipment from our
Oklahoms plant will enable us to close the Oklahoma operstion with only
ninimal effect on our total ‘overall bicycle producing capabilities.®

Mr. Shaw continued by saying, "We believe that we have dealt with the
problems that contributed to our operating losses over the past yesr in

& manner that will benefit the Company and our shareholders over the long
tern. We have restructured our bicycle I;uumss $0 that we can reduce

- overall oparating costs and at the same time meet the growing demands of
the U.S. bicycle market. Wo are wall positioned to serve the mss
merchants with our Hutfy(Rlorand and private label bicycles. uffy(®) 15
the leading brand nama in the U.S. by a better than 2 to | margin, We are
als0 well positionad to serve the requirements of the specialty bicycle
shops with our well known anghmbund bicycles.”

Mr. Shaw added, "Our other businesses, juvenile products and physical
fitnass/sporting goods, are 2130 well positioned to meet the expected

high growth in their respective markets. Gerico, Inc,, our newest addition,
is a Yeading manufacturer in the Juvenile products market under the popular
scrrym brand name. Our physical fitness/sporting goods business {s
continuing to grow as & result of the introduction of new products, includ-
ing weight benches, rowing machines and & new Yine of exercise bicycles.®

In conclusfon, Mr. Shaw stated, “Although the current econowy hay had a
significant impact on Huffy Corporation, we remain financially strong and
well positioned in businesses which we believe will have good future growth.
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In planning for this growth, we rucently restructured our sources for

short term borrowings by conswmiting a seven year $40 million credit
agresment with our mjor lenders: Sacurity Pacific National Bank,

Citibank, N.A,, Union Bank (Los Angeles, California), and Winters National
Bank and Trust Company (Dayton, Ohfo). This agreement replaces the majority
of our short term open 1ines of credit, At the present time we are not
borrowing under this new credit agreement, but it provides a vehicle to
fim}\cc our future working capital needs and any acquu'uion opportunities
which may occur as the Company expands and grows.”

By f Repo

8arry J. Ryan
Treasurer

/hm
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STATEMENT OF ROBERT 0. ZINNEN, VICE PRESIDENT,
ROADMASTER CORP., OLNEY, ILL,

Mr. ZiNNeN. Good morning, Mr, Chairman,
I am the executive vice president and an owner of Roadmaster Corp.

Roadmaster’s president is the chairman of the Bicycle Manufacturers
Association. Our company is located in Olney, Ill,, where we are
en%&ged in the manufacture of a full line of quality American bicycles.

e employ approximately 1,300 peoFle in a county where the cur-
rent unemployment rate is approximately 20 percent.

I am here to testify in support of S. 722. And I might mention that
Senator Percy—probably well-known to you—has introduced S. 1977,
which is a companion bill to the bill that passed the House.

My comments have already been very ably made by Senator Ford of
Kentucky. I don’t wish to accumulate the record, because I know that
succinctness is something that you seek in your day-long hearings here.

I will only say that we have opposed Huffy’s application for a sub-
zone, and v?orously, and we intend to continue our pursuit and our
resistance of their attempt.

We are a distant third largest manufacturer in this industry. It's a
unique industry, and we take a long-term view of our industry, and we
wish to see the continuance of a viable domestic parts industry, as well
as a bicycle industry. They are both linked together. They either go

together, or they fall together.
e don’t want bicycles to go the way of many other American

industries; destroyed by foreign imports,
With that, I conclude my remarks and pass the microphone over to

Mr. O'Reilly.
[The prepared statement of Robert O. Zinnen follows:]
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SUMMARY OF TESTIMONY
OF
ROBERT O. ZINNEN, EXECUTIVE VICE-PRESIDENT
ROADMASTER CORPORATION

Roadmaster Corporation favors passage of S. 722
because without it, Huffy would have unfair competitive
advantage over smaller U.S., bicycle manufacturers.

The real advantage to Huffy is 6~8%, not only

2% posited by Huffy.
Granting the subzone would subvert the purpose of

the foreign trade zones intended by Congress to benefit

exports.
The loss of U.S. jobs would be significant.
Passage of 8. 722 will still give Huffy entitle-
ment if and when it exports.

Free trade should be a two way street.
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Mr. Chairman and Members of the Committes, I am
Robert O. Zinnen, and I am Executive Vice~President and
owner of Roadmaster Corporation. Roadmaster’'s President is
Chairman of the Bicycle Manufacturers Association. Our
company is located in Olney, Illinois where we are engaged
in the manufacture of a full line of quality, American
bicycles. We employ 1300 employees in a county where the
current unemplo&ment rate approximates 208. I am here to
testify in support of 8. 722, a bill which would amend the
. Foreign-Trade Zones Act to exempt bicycle component parts,
not exported, from the exemption from the customs laws
otherwise available to merchandise in foreign trade zones.

We have gone on record with the Department of
Commerce in opposition to the application by Huffy Corporation
for foreign subzone status for its Celina, Ohio bicycle and
bicycle parts manufacturing and assembly facility, as have
geveral other smaller bicycle manufacturers such as Spiral,
Scorpion, Columbia, Ross, and Schwinn. We have also supported
H.R. 657, the companion bill of 8. 722, which has already
passed the House of Representatives in the form of section
211(a) of H.R., 3398. Passage of S. 722 would nullify the
disastrous effects a free trade subzone at the Huffy Celina,
Ohio plant would have on remaining U.S8. bicycle and bicycle
parts industries.

The United States bicycle industry is already
polarized, being dominated by two giants, Huffy Corporation
with 42% of the market, and Murray, Ohio with 35%. A number
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of smaller manufacturers share the remainder of the U.S8.
market, and Roadmaster is one of these.

Huffy and Murray enjoy economies of scale and,
therefore, lower costs than any of the remaining manufacturers.
This is not to say that smaller manufacturers are inefficient.
Our facility is a 720,000 square foot single level, modern
plant with state of the art technology. Our quality and
consistency of manufacture are the best in the world. I
qnly refor to Huffy and Murray having lower costs because of
the economies associated with their gize, not because of
technology or efficiency. In this most recent recession,
the U.S. bicycle market has dropped from 9 million units in
1979 to 5.2 million units in 1982, a reduction of 43%. Both
of these giants because of their lower cost structures, have
maintained their share of market by dropping prices below
our cost levels and a question remains as to whether in some
cases below their own costs. 1In fact, Huffy, the largest
bicycle manufacturer in the world, has actually increased
market share during this recession by their questionable
pricing measures.

These practices have brought several of the smaller
manufacturers with higher cost structures to a battle for
survival. Any further advantage given either of these
giants in our industry would destroy the smaller manufacturers.
We wculd not be able to survive a Huffy foreign trade subzone.
In its application for the foreign trade subzone, Huffy

states that the granting of the subzone status would enable

-2 -
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them to drop their prices by 28. We maintain the advantage
is a multiple of that, at least 6%, and it could be as high
as 8%,

Unless S. 722 is passed, the inevitable result of
a Huffy subzone would Le the c¢losing down of the small
bicycle manufacturers and of the entire bicycle parts industry.
Closing our doors with the resulting unemployment of 1300
employees would be devastating to the economy of Richland
County in southern Illinois. The current high unemployment
rate would sharply rise at terrible social costs to our
community. Closing our doors would have a similar effect on
our suppliers, the bicycle parts manufacturers, who would
not only lose Roadmaster as a customer, but would lose Huffy
which can use the subzone to avoid the current tariffs on
imported bicycle component parts., If Huffy succeeds in its
subzone application, we expect that Murray will follow
thereafter. Thus, the domestic bicycle parts manufacturers
will lose both Huffy and Murray to offshore manufacturers,
in effect exporting 7,500 additional United States jobs.

There is no question that Huffy's intention is to
use the foreign trade subzone to avoid paying the current
duty on imported bicycle components which will be assembled
into bicycles to be sold in the domestic market. The
legislative intent behind the creation of foreign trade
subzones was to stimulate exports. In this instance, the
foreign trade subzone will be used not to stimulate exports
but to avoid paying the tariff which/has been set as a

result of the multilateral trade negotiations. Congress has

-3 - .
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already suspended the duty on components that are not manu-
factured in the United States. The gubzone will allow Huffy
to go beyond the intent of Congress regarding the purpose of
foreign trade zones and to upset the delicate balance which
Congress has established regarding imported bicycles and
imported components. It is incumbent upon Congress to
prevent this abuse of an administrative process to circumvent
our tariff laws.

8. 722 simply requires Huffy to continue to pay
the existing duty on components they import. 1If Huffy has
any intention of using this subzone for export, this bill
would not require Huffy to pay duty on components that are
actually re-exported. In this manner, Congress can maintain
the current tariff balance and yet encourage the use of a
subzone for exports in accordance with its legislative
intent. )

While S, 722 is not as satisfactory as not granting
the subzone at all, you would at least maintain the current
precarious state of the domestic industry including both
bicycle manufacturers and component manufacturers. It would
not give additional advantage to the giants, Huffy and
Murray, and would give the smaller manufacturers in cur
industry a chance to survive.

We at Roadmaster Corporation strongly believe that
the burden of proof should be on the Huffy Corporation to
establish that granting of the application will not result
in a net loss of domestic employment. Similarly, the

application for the subzone should not be granted unless

-4 -
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Huffy can also show that new jobs created by the grant are
not simply being transferred to Celina from areas such as
Olney. Finally, Huffy should be required to show the net
benefits to them from granting the application will exceed
the net detriment to other bicycle manufacturers and parts
manufacturers. This would include providing the mathematics
of the alleged 2% price drop. '

We at Roadmaster are confident in the future of
the domestic bicycle industry in the United States. Under
certain conditions we see a place for ourselves and other
smaller manufacturers. Under the current tariff arrangement,
we feel that we can continue to grow and become a vital part
of that industry. But if the largest bicycle manufacturer
gains an advantage through avoidance of tariffs, we have no
future. The current tariffs on bicycle parts are already
being reduced over a period of time through 1987. Huffy
does not need the additional advantage it would get by
avoiding even that tariff through the subzone status.

For these reasons, we strongly urge your passage
of 8. 722 which is vital to the preservation of a domestic
bicycle and bicycle parts industries and the many jobs they
provide.

- In conclusion, I would like to state that free
trade should not be a one way street. Duty rates for bicycles
and components should not be lower coming into this country
than they are going into Japan, Taiwan, or any other foreign
country. If they are, you are putting U.S. manufacturers at

a disadvantage in the world market.



38

STATEMENT OF TIMOTHY O'REILLY, GENERAL COUNSEL,
CARLISLE TIRE & RUBBER CO., CARLISLE, PA.

Mr. O'RerLLy. Good morning, Mr. Chairman.

I appreciate the opportunity to address this esteemed group. We, on
behalf of Carlisle Tire & Rubber, have filed written testimony. We
request that that be incorporated into the record.

enator DaNForTH, You don’t even have to ask.

Mr. O'Renry, OK.

My name is TimothK P. O’Reilly. I am general counsel to Carlisle
Tire & Rubber Co., the sole remaining American manufacturer of
bicycle tires and tubes.

he position that we find ourselves in, being the sole remaining
manufacturer, is one not unlike our brothers in the bicycle compo-
nent parts inciustry, in that in the domestic production there are ap-
proximately one or two—I don’t mean to be approximate, but it de-
pends on what part you are talking about—one or two companies re-
maining who produce bicycle component parts.

We have in place an inverted tariff scheme. That is not an accident;
it is something that Congress has intended. It has been in place for
approximately 13 years, The effect of a grant of a subzone to Huffy
would be to emasculate that inverted tariff scheme.

On a composite, bicycle component parts that are manufactured in
this country come in with a tariff rate of approximately 13 percent.
With the use of a subzone, as you know, a producer can elect to have
duty rates assessed on component parts at the imported duty rate or
the produced product rate. With bicycles, a 13-percent rate on com-
ponent ;l)arts 18 as opposed to the completed-product rate of 5.5 per-
cent on lightweight models, which is the bulk of the industry, or 11

ercent on some of what we call heavier BMX products, The choice
1s obvious—they will use the completed-product rate.

The effect on an original equipment supplier such as ourselves, and
we are about 70 percent an original equipment buyer with over 200 em-

loyees in Cumberland County, Pa., and over 2,000 direct employees
in the industry, we would be affected because the original equipment
manufacturers will necessarily source their goods abroad.

I thank you very much.

Senator DanrorTH. Thank you, sir.

[Mr. Timothy O’Reilly’s prepared statement follows:]
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Introduction
Mr. Chairman and other distinguished members of the Senate Finance

Committee, and 1it's Subcommittee on International Trade, -I submit these
comments on behalf of the hundreds of employees of Carlisle Tire & Rubber

Company who will be affected by the action taken on H.R. 3398, Sec. 211
(a) (S.722).

Background - E:arlisle Tire & Rubber Company

Carlisle Tire & Rubber Company (Carlisle) is an operating division
of the Carlisle Corporation with its manufacturing facilities located in
Carlisle, Cumberland County, Pennsylvania. Presently Carlisle produces
a wide variety of rubber based products such as tires for use on golf carts,
lawn mowers, three-wheeled vehicles, motorcycle tires and tubes, industrial
hose and bicycle tires and tubes. Presently we employ approximately 800
people in all phases of our operations. However, the number of employees
which participate in bicycle tire and tube operations exceeds 200. This
includes over one hundred and seventy five hourly employees who work on
the bicycle tire and tube production line itself with the remainder of our
bicycle operations employees performing support functions such as supervisors,
warehouse personnel, sales, accounting and general administration.

Carlisle is the sole remaining American producer of bicycle tires and

' tubes.

.-
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e, ST LI DY g
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)
H.R. 3398 (S.722) - Amendment to the Foreign Trade Zones Act

There is 1little question that H.R. 3398 (S5.722) was introduced as a
response to the application of the Huffy Corporation, through the Greater
Cincinnati Foreign Trade Zone, Inc., to the Foreign Trade Zones Board for
a special-purpose subzone for 1its Celina, Ohio manufacturing operations.
This amendment {if adopted would remove bicycle tires, tubes and rimstrips
as produced by Carlisle, from the exemption allowed in foreign trade zones
from the cust-oms laws of the United States unless re-exported.

The net effect of the passage of this bill would be to foster the
development of an export business which we understand to be the original
intent of allowing foreign trade zones to be established.

Carlisle fully supports the efforts of any American bicycle manufacturer
to increase their export business. However, the establishment of a foreign
trade zone for the manufacturing of bicycles for domestic sales would negate
the long established policy of reasonable import duties on bicycle component
parts which are manufactured in America.

Simply put, a foreign trade zone provides a twofold competitive edge:
Firstly, payment of the impt;rt duty on the component parts is delayed until
the completed bicycle unit is shipped out of the zone; secondly, the average
duty rate on the completed bike units produced and shipped out of the zone
1s generally lower than that which is paid on the component parts
‘ individually, including tires and tubes. This type of advantage in a highly
price sensitive industry is one which cannot be enjoyed by only one company.

Thus 1if one bicycle manufacturer obtains foreign trade zone privileges all

.2.
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GENERAL COUNSEL - CARLISLE TIRE 8 ROBBER, COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (s.722)

companies who want to remain competitive must have similar protection. If,
for example, Huffy were to obtain such a status it is fair to assume that
the next largest domestic producer, Murray Ohio, would likewise apply for
such relief., If this were to be granted, then fully 80% of all domestic
consumption of bicycles would be sold in this country without the parts
thereof being subject to the full treatment of the duties as specified in
customs laws of the United States. The 80% figure is based on the statement
of Robert R. hieland, Vice President and General Counsel to Huffy Corporation
before the U.S. Foreign-Trade Zones Board. The figure is arrived at by
allowing Huffy a 30% share of domestic consumption, Murray Ohio a 25% share,
and all {imports a 25% share. If we were to consider only domestically
produced bicycles, again assuming Huffy and Murray Ohio had trade zone
privileges, then 80% American produced bikes would be made with foreign
parts not subjected to full duty treatment. This figure allowing Huffy
and Murray Ohic a 40% market share each for domestically produced units.

Other domestic original equipment manufacturers would, 1in Carlisle's
opinion, simply have to enjoy the same status or they could not compete
in the domestic market and would eventually not survive.

The almost immediate result to Carlisle would be to lose most if not
100% of our original equipment business, which accounts for approximately
70% of our bicycle tire and tube sales. This reasoning is based on the
" well established fact that on an overall basis a bike company's gross sales

price 1s lower if a completed bike duty rate is used on all sales as opposed

-3-
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GENERAL COUNSEL - CARLISCE TIRE & RUBBER COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)
to paying duty on the individual compéﬁents. If Carlisle was to lose only
50% of 1its present original equipment sales, the bicycle tire and tube
facility would be forced to close. This would displace approximately 250
employees.

Presently tube and rimstrips are assessed a 15 percent ad valorem duty
and tires a § percent ad valorem duty. The duty rates for completed
Tightweight bicycles is 5.6 percent ad valorem and 11 percent ad valorem
on most other popular models. There 1s thus an obvious advantage on the
lightweight models to use imported tires and tubes in a foreign trade zone.
On the larger models the apparent evenness of the duty is more than offset
by the variance in the duty rates for other component parts and the delay
in payment of the duty. Thus there would be no advantage to purchase original
equipment tires, tubes and rimstrips from Carlisle by a domestic manufacturer
in a foreign trade zore unless Carlisle's price was significantly lower
than the foreign producers.

Carlisle has consistently remained as competitive as possible. In
fact in May of 1983 Carlisle reduced its prices to Huffy on an average of
18%, based on August 1981 prices, in order to meet competition mainiy from
Taiwan. Similar reductions have also been made on products sold other
original equipment manufacturers,

In our opinion Carlisle has the most modern and efficient bike tire
" and tube facilities in the world. Between 1979 and 1982 we have invested
over 1.2 million dollars directly into the bicycle tire and tube production

facilities. Our non-union hourly employees are paid fair but not excessive

wages.
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sy SN LTI TR o
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Carlisle has vigorously sought to protect itself from unfair roreign
competition by filing antidumping petitions against Taiwan and Korea in
January of 1978, countervailing duty petitions against Taiwan and Korea
in December of 1977, and an antidumping petition against Taiwan in April
of 1982. A1l of these actions have resulted in little significant import
relief despite some affirmative injury determinations. As the result of
a8 201 Escape Clause Petition filed by Carlisle the International Trade
Commission in 1978 recommended to President Carter a program that would
have increased the duties on imported bicycle tires and tubes by 10%.
President Carter denied Carlisle this relief. Anyone connected with such
actions knows that a tremendous amount of company effort, time and capital,
goes into such import relief actions which tend to produce too little, too
late. A

The passage of H.R. 3398, Sec. 211 (a) ($.722) would allow time for
an orderly consideration and adoption of regulations to govern foreign trade
subzones while 1leaving in place duties on bicycle component parts which
have long been considered to be reasonable. Without the passage of this
bi11 the domestic bicycle industry could easily avoid the higher duties
on imported parts by sourcing such goods overseas, all of which could very

well be the end of the bicycle parts industry in America including the

production of bicycle tires and tubes.

28-805 O ~ 84 - 4
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STATEMENT OF TIMOTHY P, O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a) (S.722)

Summary

Our product is a quality product. We are an American company that
has made every effort to remain competitive, aggressive and in business.
If H.R. 3398, Sec. 211 (a) (5.722) is not adopted, the end result could
well mean the end of the production of bicycle tires and tubes in America.
To allow imported bicycle component parts to come into a foreign trade zone
for use on a bicycle to he sold in. America would circumvent the long
established ;nd recognized balance of trade in the industry. This could
only have a severely detrimental effect on the domestic bicycle component

parts industry. I urge you to vote in favor of H.R. 3398, Sec. 211 (a),
(s.722).

fw,ﬂ? GRutl

Timothy P. 0'Reilly

General Counsel

Carlisle Tire & Rubber Company
P. 0. Box 99

Carlisle, Pennsylvania 17013
Phone: 717/249-1000
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Senator Danrorrh. Mr, Lane, and Mr. O’Connor.

STATEMENT OF JAMES K. LANE, VICE PRESIDENT,
HUFFY CORP., DAYTON, OHIO

Mr. Lane, Mr, Chairman and members of the subcommittee, my
name is James K, Lane. I am vice president of quality engineering
and purchashinti for Huffy Corp, Huffy is America’s largest producer
of bicycles. Although Huffy is a modern and efficient coqxpang, the
recession and rising import comgetition have caused it serious harm.

Business conditions have forced us to close bicycle production facili-
ties in Oklahoma and California within the last 2 years. Our remain-
ing bicycle production has been consolidated at Celina, Ohio, )

uffy has applied for a foreign trade subzone at its Celina, Ohio,
facility to reduce the costs associated with importing bmgcle parts.
Section 211(a) of H.R. 8398 and its Senate counterpart, S. 722, are
directed at Huffy’s subzone application and effectively would deny

Huffy the benefit of a subzone, L
Huffy opposes this legislation because it is blatantly discriminatory

and unwise, )

Mr, Chairman, Huffy did not i?ply for a subzone in order to in-
crease its bicycle parts imports, uﬂg does not in any way want to
harm its domestic parts suppliers, Huffy depends on a healthy domes-
tio parts industry,

lzethe same token, without a strong domestic bicycle industry there
can be no healthy domestic parts industry.

Huffy recognizes the concerns of domestic parts producers and has
attempted to meet their concerns. Huffy has indicated to the Foreign
Trade Zone Board’s staff and to reiresentatives of parts producers
that it would accept a limitation on the use of the subzone to eliminate
any incentive for Huffy to increase its bicycle parts imports,

pecifically, Huffy would be willing to limit its subzone benefits
using a formula based on the average value of the bicycle parts it has
imported annually over the %ast 5 years with adjustments made for
inflation and the size of the U.S. bicycle market. For an{ import of
parts that exceed this figure, Huffy would pay the normal duty rates.

Although some parts pro«iucers support this compromise proposal,
several others do not. As Huffy has indicated on a number of occa-
sions, we are not wedded to this particular compromise. Huffy is
willing to explore other proposals that would allow it to obtain mean-
in benefits from the use of the subzone while at the same time
protecting the domestic parts industry.

Mr. Chairman, Huffy acted in good faith and in accordance with
law when it applied for the subzone, Section 211(a) of H.R. 3898 and
its Senate counterpart S, 722, however, unwisely and unjustly intrude
into the application process at the Foreign Trade Zone Board, It im-
pros)erly and unfairly singles out the bicycle industry, and Huffy’s
application in particualr, for unfavorable treatment.

e urge the subcommittee not to act favorably on this legislation,
and we thank you for the opportunity to f:‘?sent our views,

[The prepared statement of James K. Lane follows:]
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
My NAME IS JAMES K. LANE. I AM VICE PRESIDENT OF QUALITY,

ENGINEERING AND PURCHASING FOR HUFFY CORPORATION, HEADQUARTERED IN
DAYTON, OHIO. HUFFY 1S AMERICA’S LARGEST PRODUCER OF BICYCLES.
ALTHOUGH HUFFY 1S A MODERN AND EFFICIENT COMPANY, THE RECESSION AND
RISING IMPORT COMPETITION HAVE CAUSED IT SERIOUS HARM, BUSINESS
CONDITIONS HAVE FORCED US TO CLOSE TWO BICYCLE PRODUCTION FACILITIES
IN OKLAHOMA AND CALIFORNIA WITHIN THE LAST TWO YEARS. OUR REMAINING
BICYCLE PRODUCTION CAPABILITY HAS BEEN CONSOL IDATED AT CELINA, OHIO.

HISTORICALLY, HUFFY HAS PRODUCED ITS BICYCLES IN AMERICAN
FACTORIES, USING AMERICAN LABOR AND, PREDOMINANTLY, AMERICAN PARTS,
UNFORTUNATELY, HUFFY MUST IMPORT A SUBSTANTIAL AMOUNT OF BICYCLE
PARTS. SOME BICYCLE PARTS SIMPLY ARE NOT MADE IN THIS COUNTRY AND
OTHERS ARE NOT MADE IN SUFFICIENT QUANTITY OR LACK THE SPECIFICATIONS
REQUIRED TO SATISFY HUFFY'S AND ITS CUSTOMERS' DEMANDS. NEVER-
THELESS, HUFFY MUST COMPETE AGAINST FOREIGN BICYCLES THAT CONTAIN
SOLELY FOREIGN PARTS,

HUFFY HAS APPLIED FOR A FOREIGN TRADE SUBZONE AT ITS CELINA,
OHIO #Acxurv SIMPLY TO REDUCE THE COSTS ASSOCIATED WITH IMPORTING
BICYCLE PARTS., THE SUBZONE APPLICATION 1S PENDING BEFORE THE
FOREIGN-TRADE ZONES BOARD, A SUBZONE WOULD ALLOW HUFFY TO PAY
BICYCLE DUTY RATES ON IMPORTED PARTS RATHER THAN THE HIGHER BICYCLE
PARTS RATE. THIS DUTY SAVINGS SHOULD ENABLE HUFFY TO PRODUCE MORE
COMPETITIVELY-PRICED BICYCLES, SECTION 211(A) OF H.R., 3398 AND ITS
SENATE COUNTERPART, S$.722, ARE DIRECTED AT HUFFY’'S FOREIGN TRADE
SUBZONE APPLICATION AND EFFECTIVELY WOULD DENY HUFFY THE BENEFIT OF
A SUBZONE., HUFFY OPPOSES THIS LEGISLATION BECAUSE IT IS BLATANTLY

DISCRIMINATORY AND UNWISE.
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MR. CHAIRMAN, HUFFY DID NOT APPLY FOR A SUBZONE IN ORDER TO
INCREASE ITS BICYCLE PARTS IMPORTS. HUFFY DOES NOT IN ANY WAY WANT
TO HARM ITS DOMESTIC PARTS SUPPLIERS UPON WHOM WE SO HEAVILY RELY,
HUFFY DEPENDS UPON A HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY FOR ITS
OWN SURVIVAL, BY THE SAME TOKEN, WITHOUT A STRONG DOMESTIC BICYCLE
INDUSTRY, THERE CAN BE NO HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY,

HUFFY SUBMITTED LENGTHY WRITTEN COMMENTS TO THE COMMITTEE ON
SEPTEMBER 9, 1983 WHICH EXPLAIN WHY A HUFFY SUBZONE SHOULD RESULT IN
MORE JOBS FOR BOTH THE DOMESTIC BICYCLE PARTS AND THE DOMESTIC
BICYCLE MANUFACTURING INDUSTRIES. AS INDICATED IN THOSE COMMENTS,
HUFFY BELIEVES THAT ITS APPLICATION 1S SOUND AND, IF APPROVED, WOULD
RESULT IN BENEFITS FOR THE ENTIRE ECONOMY,

HUFFY RECOGNIZES THE CONCERNS OF DOMESTIC BICYCLE PARTS PRO-
DUCERS AND HAS ATTEMPTED TO MEET THEIR CONCERNS., FOR EXAMPLE, HUFFY
HAS INDICATED TO THE FOREIGN-TRADE ZONES BOARD STAFF AND TO REPRE-
SENTATIVES OF PARTS PRODUCERS THAT IT WOULD ACCEPT A LIMITATION ON
THE USE OF THE SUBZONE TO ELIMINATE ANY INCENTIVE FOR HUFFY TO
INCREASE ITS BICYCLE PARTS IMPORTS., SPECIFICALLY, HUFFY WOULD BE
WILLING TO LIMIT ITS SUBZONE BENEFITS USING A FORMULA BASED ON THE
AVERAGE VALUE OF THE BICYCLE PARTS IT HAS IMPORTED ANNUALLY OVER THE
PAST FIVE YEARS, WITH CERTAIN ADJUSTMENTS MADE FOR INFLATION AND THE
S1ZE OF THE U.S., BICYCLE MARKET. FOR ANY IMPORTS OF BICYCLE PARTS
THAT EXCEED THIS FIGURE, HUFFY WOULD PAY THE NORMAL DUTY RATES.

ALTHOUGH SOME BICYCLE PARTS PRODUCERS SUPPORT THIS COMPROMISE
PROPOSAL, SEVERAL OTHERS DO NOT., AS HUFFY HAS INDICATED ON A NUMBER
OF OCCASIONS, WE ARE NOT WEDDED TO THIS PARTICULAR COMPROMISE
FORMULA, HUFFY IS MORE THAN WILLING TO EXPLORE OTHER PROPOSALS THAT
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WOULD ALLOW IT TO OBTAIN MEANINGFUL BENEFITS FROM THE USE OF THE
FOREIGN TRADE SUBZONE WHILE AT THE SAME TIME PROTECTING THE DOMESTIC
BICYCLE PARTS INDUSTRY, HUFFY RESTATES AGAIN ITS WILLINGNESS TO WORK
WITH PARTS INDUSTRY REPRESENTATIVES TO REACH A FAIR RESOLUTION OF
THIS PROBLEM,

MR. CHAIRMAN, HUFFY ACTED IN GOOD FAITH AND IN ACCORDANCE WITH
LAW WHEN IT APPLIED FOR THE FOREIGN TRADE SUBZONE, HUFFY HAS ALSO
ACTED TO MEET THE CONCERNS OF THE DOMESTIC PARTS INDUSTRY AND
CONTINUES TO BE WILLING TO ACCEPT REASONABLE LIMITATIONS ON USE OF
THE SUBZONE,

SECTION 211(A) OF H.R, 3398 AND ITS SENATE COUNTERPART, S, 722,
HOWEVER, UNWISELY AND UNJUSTLY INTRUDE INTO THE APPLICATION PROCESS
AT THE FOREIGN-TRADE ZONES BOARD. IT IMPROPERLY AND UNFAIRLY SINGLES
OUT THE BICYCLE INDUSTRY, AND HUFFY'S APPLICATION IN PARTICULAR, FOR
UNFAVORABLE TREATMENT UNDER THE FOREIGN TRADE ZONES ACT. THIS
ATTEMPT TO DENY THROUGH LEGISLATION A FOREIGN TRADE SUBZONE APPLI-
CATION 1S UNPRECEDENTED. | URGE THE SUBCOMMITTEE NOT TO ACT
FAVORABLY ON THIS LEGISLATION,

THANK YOU FOR THE OPPORTUNITY TO PRESENT MY VIEWS., I WOULD BE
PLEASED TO TRY AND ANSWER ANY QUESTIONS,
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STATEMENT OF JOSEPH F. 0’'CONNOR, VICE PRESIDENT, NATIONAL
ASSOCIATION OF FOREIGN TRADE ZONES, WASHINGTON, D.C.

Mr. O'ConNor. My name is Joseph F. O’Connor, Mr, Chairman. I
am here representing the National Association of Foreign-Trade
Zones, as its vice president and director of operations for the New
Jersey Foreign Trade Zone.

The membership of the NAFTZ, the national association, numbers
approximately 250 firms and/or individuals who are either grantees,
operators, users, or people interested in the foreign trade zone pro-
gl'am. °

The association strongly opposes S. 722. The association believes
that the Senate should reject the legislation and instruct the Senate
conferees not to accept section 211 ga) of H.R. 3398 when the Senate
miscellaneous tariff bills are reconciled with the House legislation,

We believe this proposed legislation should be rejected because:
First, there is a place in place, a procedure which was created by Con-

ress in the development of the Foreign-Trade Zone Act—15(c) of
the act, section 408.07 of the regulations—that can accomplish J)re~
cisely what this proposed legislation would accoxgplish if adopted.

There is presently pendinf before the Foreign Trade Zones Board a
request by the proponents of this legislation to conduct a public inter-
est investigation under section 408.07 of the regs which the Board has
yet to rule on in connection with a specific zone application, Thus, the
proponents of this legislation have not exhausted the existing oppor-
tunities to remediate their concerns.

Second, the setting of what the association considers a bad prec-
edent. This might cause any other special interest group to feel the
necessity to come to Congress instead of using the established ad-
ministrative procedures.

Third, and final, if I may just finish, one sentence : As a businessman,
I am concerned that this legislation, S. 722, would cause doubt in the
minds of prospective investors who are considering investment in the
U.S. foreign trade zone program,

Thank you for the opportunity to apf)ear.

Senator DanrorTH, Thank fyou, gentlemen.
[The prepared statement of Joseph F. O’Connor follows:]
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STATEMENT OF JOSEPH F. O'CONNOR
Vice President, National Association of Foreign-Trade Zones

In Opposition To 8.722

The National Association of Foreign~Trade Zones (the
*Agsociation™) stronjly opposes Senate Bill 722, The Association
believes the Senate should reject this bill and instruct Senate
conferees not to accept Section 211l(a) of H.R. 3398 when Senate-
passed miscellaneous tariff bills are reconciled with the House-
passed bill,

The Ansociation reaffirms the position stated in our letter
dated September 9, 1983, to Mr. Robert DeArment, Chief Counsel,

Committee on Finance.

THE ASSOCIATION

The National Association of Foreign-Trade Zones is a trade

association representing approximately 250 member companies who
are a part of the foreign-trade zones program. These include
foreign trade zone operators, grantees, users, port authorities
and supporting service companies. A major portion of these
grantees and operators are instrumentalities of state, county or
city governments; quasi-public agencies, e.g, port authorities;
and not-for-profit corporations specifically chartered to sponsor
and/or operate a specific zone in their community. The
Association represeni:s a majority of all businesses and

individuals involved in foreign-trade zone activities.
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You might be interested in knowing that approximately 90

percent of the firms using foreign trade zones are considered to

be small businesses.

CRGROUND FOREIGN~-TRADE ZONES

The U.8. Congress, by passage of the Foreign-Trade Zones Act
in 1934, has created foreign~trade zones and foreign-trade sub-
‘zones in areas that are geographically within the boundaries of
the U.S., but outside the U.S. customs territory, for the purpose
of expediting and encouraging foreign commerce.

There are presently 82 foreign-trade zones in 41 states and
" puerto Rico. There are 19 applications for new zones pending

approval. The existing trade zones vary in size from a few

thousand square feet of warehouse space to industrial parks that
encompass hundreds of acres. Regardless of their size, we
believe that each zone is an important ingredient in the economic
development of the community in which it is located.

In recent years, the U.S. Treasury and Commerce Department
have promulgated changes in foréign~trade zone regulations
designed to encourage foreign investment and employment in the
U.S. This policy, as expressed in the regulations of these two

departments, has had the desired results. By 1982, the value of
shipments through U.S. foreign-trade zones had grown to over $7
billion, aﬁd zone-related employment had increased to over
29,000. Indirect employment benefits may amount to between

60,000 and 90,000 additional jobs created. Approximately 50
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percent of all merchandise moving through general purpose zones
in 1982 were exported, )

The practical effect of a foreign trade zone designation is
that merchandise of foreign or domestic origin, when placed in a
zone, is treated as if it were in foreign commerce, as opposed to
domestic (U.S.) commerce. This distinction is by law and
practice, a temporary condition. Once merchandise moves from a
zone into the customs territory of the Unfted States, it is
subjected to all U.8. laws which govern U.S. import trade.

Because of the myriad dimensions of trade zones, the results

of the Trade 2Zones program are apparent from several
petépectives.' For some 29,000 people employed by zone related
firms, the Program contributes to their employment security. For
these firms, the Program provides the opportunity to operate in
the United States with tariff treatment equal to the treatment
provided their foreign competitors. And for the communities in
which zones are located, the Program is an important part of the

area's economic development,

ones And Trade ted Investment

Within the context of overall U.S. international economic
interests, trade related investment in the United States has
become an important dimension. As an ingredient, trade zones
contribute to the development and creation of this investment

activity. Trade related investment takes three general forms:
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- Investment by foreign interests in U.S, based
fixed assets;

- Investment by U.S. based firms done to meet
foreign competition; and

- Investment by U.S. based firms done to respond
to foreign opportunities.,

Regardless of its nature, any fixed asset investment will be
subject to a "capital budgeting" decision. The nature of this
decision process will vary from company to company; all
companies, regardless of whether they use "pay-~back," "discounted
cash flow," or other techniques, will include two factors in
their decisional criteria: initial outlay and cash flow. Trade
zones tend to reduce the "initial outlays®” required and
contribute to the magnitude and timing of "cash flow,"

Examplesl/ of these three trade-related investments that use
zones status are:

- Foreign based automobil %ompanies for whom
zone status has been a factor in their U.S.
investments;

- U.S, based automobile companies that are using
zone status as an ingredient in their efforts
to meet foreign competition; and

- A majgr coTputer manufagturer, :hichfusesig
Z3rEalora5 Bl o0 R BA BASe CRBPE Ry TS por
to) the company's Latin American market,

1/ There are many "small business" examples of trade related
investment in zones. The situations cited were used because

they are so0 well known.



8.722 Is Unnecessary
" The Foreign-Trade Zones Act has never been amended in order

to exclude, by statute, any product or process from trade zone

status., This is because the Act specifies a procedure to address
all concerns raised by the use of 2zone status, specifically:
- Section (15L4°) of the Foreign-Trade Zones Act
of 1934: ("The Board (Foreign-Trade Zones
Board) may at any time order the exclusion
from the zone of an{ goods or process or
treatment that in its judgment is detrimental
to the public interest, health or safety.")
- Section 400.807 of the Foreign-Trade Zones
Board's regulations (which implements Section
(15) (c) of the Act).

Turning to the specific provisions of 5.722, no evidence has
been presented that the Association is aware of that demonstrates
that the bicycle parts situation is a unique problem. Over the
past 15 years, several industries (including textiles, steel, and
consumer electronic¢s) have opposed the use of foreign-trade zones
for a specific manufacturing operation., This opposition (as in
the bicycle parts situation) was motivated by concern over
potential harm from a forecasted increase in imports, as a result
of zone status, In all of these instances opposition was
channeled through Section 400.807 of the Board's regulations.
Pursuant to Section 400.807, the Board has addressed these
concerns through public hearings and the review process and, when
considered appropriate, has resolved the contentions of the

parties with respect to "public interest" considerations.



56

- -

In one instance ARMCO Steel challenged the Section 400.807
procedure in the federal courts. In an opinion upholding the
Foreign~Trade Zones Board's decision, the U.S. Court of Appeals

declared:

- The Foreign-Trade 2Zones Act "has delegated a
wide latitude of judgment to the Pore gn-Trade
Zones Board to respond to and resolve
changing needs of domestic and foreign
commerce Ehrou gh the trade zones concept.

Because of the gomplexity and vsgarles of our
high%{ndevelope systems of tra
res

g needs for var{ing solut%ons to the
roblems that inevitab y r se,

mperative that the Board ermitted to
experiment at the fringes ot he tariff laws,”

-  "phe Act gives the Trade Zones Board wide
discretion to determine what activity may be
pursued bg trade zone manufacturers subject
only to the legialative standard that a zone
serve this countr{ 8 interests in foreign
trade, both ex and émgort. Because of the
nature and complexity of the problem the
factors entering into a Board dgtermination
are necessar ly numerous, and, seem
incontrovertible that the Board must not be
unduly hampered by judicial Eolicy judgments
that might cast doubt upon the wisdom of a
particular Board decision.”

If 8.722 becomes law, Congress will preempt the
administrative proceeding now being conducted by the Foreign-~
Trade Zones Board regarding the manufacture of bicycles in a
foreign-trade zone and establish, in the Association's view, an

unfortunate precedent making Congress the forum for adjudicating
whether zone manufacturing proposals are "in the public

interest."”
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An important element of the program's success is and has
been its ability to be responsive to the changing foreign trade
dimension of the U.S8, economy. This ability to be responsive is
a direct result of Congress, including Section 15(c) in the
Foreign Trade Zone Act., This flexibility will be severely
diminished if the Congress assumes the responsibility for

adjudicating zone manufacturing applications,
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Senator DANForRTH. Senator Bentsen.

Senator BENTSEN. I have no questions, thank you, Mr, Chairman,

Seﬁlator DanrortH. I have no question, either, Thank you all very
much,

The next bill is S, 87, The witnesses are Mr. McGrevin and Mr.
Saunders.

Mr. McGrevin.

STATEMENT OF GENE R. McGREVIN, PRESIDENT, HEALTH CARE
PRODUCTS GROUP, KIMBERLY-CLARK, ROSWELL, GA.

Mr. McGreviN, Thank you, Mr. Chairman,
I am president of Kimberly-Clark Health Care Products Group,

and we are here to demonstrate our support for Senate bill 37.

The purpose of this legislation is to obtain duty parity for disposable

surgical drapes and sterile gowns at 5.6 percent ad valorem,

ur arguments in favor of this legislation are contained in our
complete statement filed with the subcommittee on September 9 ; there-
fore, I would like to take this opportunity to address the opposing
arguments that have been raised against us and show that they are
invalid. They are not based on fact, but are real smokescreens, and
cloud the key issue of this legislation which is to obtain tariff equity
and promote competition among manufacturers of substantially iden-
tical goods. e

And I would like to state very emphatically, Mr. Chairman, that
every statement I am about to make we are prepared to substantiate
with fact.

One opposing argument is that Fabric 450, a fabric manufactured
by Du Pont, is 55 percent wood pulp and therefore is properly classi-
fied as “paper.” Surgikos Division of Johnson & Johnson, which buys
Fabric 450 from Du Pont and also manufactures some of its own Fab-
ric 450, and assembles Fabric 450 into drapes and gowns in Mexico,
contends that their finished products are 55 percent wood pulp and 45
percent polyester. Our lab tests recently showed that sometimes the
polyester content is more than 50 percent and sometimes less. The Jan-
uary 1983 results show a sample as high as 54 percent polyester. Mar-
ket price data obtained for pulp and polyester indicates that the com-
ponent of chief value of Du Pont’s and Johnson & Johnson’s Fabric
450 is polyester. Therefore, how can the product be classified under the
“paper” category

e second argument that has been made often is that polypropylene
is not biodegradable. I would like to state that we can show in any
chemical pharmocopaeia that polypropylene, along with ﬁolyester,
which is the component of chief value in the Fabric 450, both are bio-
degradable at an equally slow rate, It may take 20 years, but both
products are biodegradable,

The other issue that I think is kind of interesting is the fact that
prolene, which is a suture material manufactured by Ethicon, a divi-
sion of J&J, is a form of polypropylene that is left inside the body
cavity after an operation, to be dissolved by the body. The question is,
how harmful is polypropylene, and how harmful is prolene ¢ They both

are biodegradable, as is polyester,
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_Another issue is that it has been stated that it is inappropriate to
give away duty reductions that are subject to international tariff
negotiations. Kimberly-Clark - Corp. discussed this issue with the
USTR and Mexican Kmbassy. The possibility of making this tariff
reduction part of an international trade agreement, is just not realistic.
It isn’t & big enough issue. And that was the feedback both from the
Mexican Embassy and USTR.

Further, the administration has taken a no-objection position on
our legislation, which is based upon & careful examination of the legis-
lation by the International Trade Commission, the U.S. Trade Rep-
resentative, Customs Service, and the Department of Commerce
among others,

Another issue according to Du Pont and J&J is that disposable
health care products of Fabric 450, and Kimberly-Clark’s products
are not substantially identical. Mr., Chairman, both of these products
are disposable surgical gowns and surgical drapes sold to the same cus-
tomer for the same end-use,

In addition, they are both predominantly manmade fiber.

It has also been stated that domestic U.S. operations will be hurt as
the result of this legislation. The legislation will in no way change the
competitive status of the domestic assembly operations in the United
States for these products, About 90 percent of the market consists of
807 operations, including Johnson & Johnson and Kimberly-Clark
operations, and the domestic companies are already competing at this
level. Surgikos has an operation in Arlington, Tex.; we have an opera-
tion in Arizona.

Another allegation has been that there are no health-care cost-
containment benefits from these products. There are. The health-care
benefits are that it helps to eliminate cross-contamination, and a study
done %y %ge Du Pont Corp. called the Moylan study at Duke University
proved this.

Finally, I would like to show you something that I find very incon-
sistent : Surgikos, who is contending to U.S. Customs that their prod-
uct is paper, advertises that their products have “that Fabric 450 feel-
ing.” Is a fabric not a textile? For consistency, shouldn’t it say “that
paper-450 feeling #”” There is a tremendous inconsistency. Also, think
if you take a look at their packaging, they are making packaging
claims that their product is a “fabric”—that is, textile—and yet they
claim they should be coming in under a paper duty rate.

Mr, Chairman, the real issue here I think is not the smokescreen of
the arguments that have been presented by opponents of S. 37. Very
briefly, it is simply unfair competition. Comnanies that together have
over an 85-percent market share in these products have a three to five
times tariff advantage over a company that has less than 5 percent.

Thank you. :

Senator DanrortH. Thank you, sir.

[The prepared statement of Gene McGrevin of Kimberly-Clark

follows:

28-805 0 - 84 - 5
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DXECUTIVE SU2ARY OF DISPOSABLE SURGICAL DRAPES AND STERILE GONS BILL
2 . X ec, ormerly H.X,
KEY POINTS:  This legislation seeks tariff parity at 5.6% with other disposable sur-

gical drapes and sterile gowns, The products enconpassed by this bill are restricted to
surpical drapes and sterife ong; must be manufactured of man-made bonded fiber fabric)

are disposable In nature; are ted to a temporary evaluation period of five ears;
and w:oueg only receive “duty equalization" not ?Ety free treatwegg. y
BACKGROUND DATA:  Kimberly-Clark Corporation's disposable surgical drapes and sterile
OWNs ofmmma-gm fcitér b; amr; mrtﬂtﬁy gsd:sgggla duty axl',alte three to five timuk

than t stant t disposable products o
paper or paper reh\?dtgsed with man-made flgera. Two Customs Service rulkm this
tariff disparity, The first ruling classified disposable operating room gowns consisting
of up to 55% polyester and 45% wood pulp as "reinforced paper." The second indicated
that, despite the component of chief value being polyester, as long as the initial base
sheet is made on a »_the result of blending such base sheet with any

rmaking machine
amont of man-made fiber is still "reinforced paper,”" not a textile, meaning it carries a
duty rate of 5.6% ad valorem versus the current 29,11 effective rate applied to our

polypropg:ene gowns.,

. "?ub 11ev& ﬂmti%zn i: uilfair to &sees one fab&c gy taﬁf{nghree to five times that

of a stantially tical competing product, thereby placing our products at an

extreme disadvantage merely because the fabric does mot contain a minimal amount of
r. Again, the component of chief value for both fabrics is man-made fiber, being

sold to the same markets, and with the same end uses.

Kimberly-Clark's poiypropylme base sheet with bacterial barrier properties is an
advancement that will contribute to the well-being of patients and to cost containment by
reducing hospital infection and reinfection. This base sheet is manufactured only in tha
U.S., with assenbly of the surgical drapes and sterile gowns in Mexico, t the 807
tariff provision. The assembled drapes and gowns are then returned to the United States
o oty &o Labor Lotesoius and 1 be done gfectively within the

Asserbly is r intensive and currently cannot cost effectively within t
U.S. For this reason, and in light of health care cost contaimment efforts, broad
;&nnosoggcal statements against any U.S. tariff reductions are, in this case, illogical

structive of additional U.S. jobs. At our Corinth, Mississiggi, mill where the
pol{propylme base sheet is made, we have already spent more than $155 million and are
employing about 400 people (150 new) following the coopletion of a $55 million expansion
in May of 1983 which utilized some 300 construction workers at the . In addition,
the Corporation has broken for construction of an additional $122 million facn;a'
in La Gra;ln\fe. ia, which will utilize about 500 construction workers by wid-1984
some 200 mil} employees by wid-1985,

In response to comments, the bill has been narrowed considerably in scope from its
original drrqaosed form, It now deals solel{ vith a ten;)otary “duty equalization on
certain disposable surgical drapes and sterile gowns to 5.62 ad valorem which expires in
five years. This period will give Kimberly-Clark time to assess the justification for
expansion of our major U.S, capital investment for mamufacturing the ;s)olypropylene base

tates. Again this

sheet and demonstrate the merit of "duty equalization” for the United

year, a statement clarifying that the bill 1, shall not be construed to include any

rariorp, ThADLL] does not. incltde any apparel achar than disposabie sterilo gows of

markup, 8 not a other t ste; of
byt dative {onall M:y duties paid 1 BP1o disposable surgical

esently, the except ties paid on polypropylene e

drapes and stZrne gowns do little to allay America's op;\cems over sky-rocketing hospi-

tal costs and inflation, Furthermore, we belicve a five-year tariff reduction establigh-

ing tariff parity for disposable surgical drapes and sterile gowns will help rectify a

conpetitive inadequacy in current tariffs.
We ask for your support for passage of S. 37 and H.R. 3398,
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Written Comments Of
Health Care Products Group,
Kimberly-Clark Corporation
to the
Subcommittee on International Trade
of the
Senate Committee on Finance

on
H. R. 3398
September 9, 1983

I. INTRODUCTION.

The following written comments are filed on behalf of the
Health Care Products Group of Kimberly-Clark Corporation
(hereafter, "Kimberly-Clark" or the "Corporation") in support of
H.R. 3398, a bill to change the tariff treatment of certain
articles. Our comments are directed to Section 124 of the bill
(S. 37, introduced on January 26, 1983 by Senators Cochran, Nunn
and Durenberger and subsequently co-sponsored by Senators
Stennis, Helms, ﬁnd Symms), which would reduce temporarily the
duty on certain disposable surgical drapes and sterile gowms.

Kimberly-Clark Corporation, its consolidated subsidiaries,
and its equity companies are principally engaged in a single,
world-wide manufacturing and marketing business. This business
primarily involves the use of fibers to serve many diverse

markets. The Corporation's pfoducts are grouped into three major
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qlassesz Consumer and Service; Newsprint, Pulp and Forest
Products; and Paper and Specialties.

Products in the Consumer and Service Class, the largest of
the three classes, include facial tissue, bathroom tissue,
feminine napkins and tampons, disposable diapers, and thaehold
towels sold under a variety of trademarks including KLEEﬁEfQ
KOTEXQ. NEW FREEDOH@, DELSEY® and RI-DRIQ. This class also
includes products for health care, such as disposable hospital
gowns, packs, and accessories; and industrial wiping markets, as

well as materials sold to others for conversion.

II, PURPOSE OF SECTION 124 of H.R. 3398.

The rationale for seeking a temporary reduction in duties
for disposable surgical drapes aﬁa sterile gowns of bonded-fiber
fabric is to remedy a significant tariff inequity. Disposable
hospital gowns and drapes predominantly of paper, or paper
reinforced with man-made fibers, are classified in Tariff
Schedules of the United States ("TSUS") item 256.8780 with an
applicable duty rate of 5.6% ad valorem. Yet, disposable sur-
gical drapes and sterile gowns predominantly of bonded-fiber
fabric (man-made fiber) are classified in TSUS items 389.6265,
379.9601 (formerly 380.8407) and 383.9205 (formerly 382.8131),
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and are subject to duty rateés three to five times higher. Cur-
rently, 389.6265 (drapes) is assessed a duty rate of 16¢ per
pound plus 137 ad valorem, and the duty rate applied to 379.9601
and 383.9205 (gowns) is 16¢ per pound plus 24X ad valorem.

' Section 124 of H.R. 3398 temporarily reduces the rate of
duty on disposable surgical drapes and sterile gowns comprised of
bond?d-fiber fabric to a level of tariff parity with other
disposable surgical drapes and sterile gowns conprised of poly-
ester, nylon, polyethylene, polypropylene,. and wood pulp combina-
tions. The majority of producers of these substantially identi-
cal disposable products or base sheet materials, which producers
include DuPont and Johnson & Johnson, currently pay 5.6% ad
valorem on value added, while Kimberly-Clark Corporation pays
duties three to five times this amount, and we are informed that
this is five to eight times the 1982 Internmational Trade Commis-

sion average tariff collected for all free and dutiable imports

of 3.6%.

III. DESCRIPTION OF SECTION 124 OF H.R. 3398.

Since the original introduction of this tariff equalization
measure nearly two years ago, a number of changes have been made

to the language to significantly narrow its scope. Section 124
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now includes only disposable surgical drapes of bonded-fiber
fabric contained in TSUS items 389.6265, and disposable sterile
gowns of bonded-fiber fabric contained in TSUS items 379.9601
(men's or boys') and 383.9205 (women's and girls'). The general
apparel categories for such items as coats, shirts, suits,
trousers, and slacks, of man-made fibers (379.9501 (men's) and
383.9605 (women's)] are not included in Section 124,

Section 124 provides for a duty reduction to 5.6% ad valorem
which will expire in five years. The five-year term was selected
to provide time for Kimberly-Clark to assess the success and
effectiveness of our major capital investment for the manufacture
of the polypropylene base sheet. We Selieve this trial period
will demonstrateAthat the reduction will have a favorable effect
on U.S. industry and jobs by expanding U.S. component fabric
production facilities, raw material suppliers ‘and other
supporting operations.

Kimberly-Clark has already spent in excess of $100 million
for the construction of our Corinth, Mississippi mill which
manufactures the polypropylene base sheet for these products.
Since the completion this year of the mill's $55 million
expansion, the mill now employs more than 325 people, an

additional 75 employees since last year. Further, the
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Corporation has moved forward on its commitment to invest an
additional $120 million to build another U.S. polypropylene base
sheet facility in LaGrange, Georgia, The growrh and success of
our Health Care business will affect our long-range plans for the
LaGrange facility. The Corporation needs several years to
evaluate the performance of the product and to establish a
reasonable return on these initial investments. Tariff parity
with the rest of the disposable surgical drape and sterile gown
market for five years would strongly assist the Corporation in
providing a fair test for this evaluation.

The Multilateral Trade Negotiation ("MTN") final staged
tariff reduction will occur January 1, 1987.*  Assuming this
pr;posed legislation is enacted for the proposed 5 year term,
then in 1988, the 5.6%1 tariff rate applicable to our products

would automatically increase if Congress decides against

*
1983 Tariff 1987 Tariff
TSUS ¢ Rate Rate
256.8780 5.6 ad val. . 5.6% ad val.
379.9601 16¢ per 1b + 247 ad val. 17% ad val.
383.9205 16¢ per 1b + 241 ad val. 172 ad val.
389.6265 16¢ per 1b + 131 ad val. 97 ad val.

(See also Attachment C)
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continuing the temporary reduction. The 1987 final MIN imple-
mentation rates of 9% and 177 for surgical drapes and sterile
gowns, respectively, would then be applicable to Kimberly-Clark's
products. Thus, even after the implementation of all MTN staged
reductions, Kimberly-Clark would still pay for its disposable
polypropylene surgical drapes and sterile gowns, duties equal to 160%
‘and 3007, respectively, of the duties paid by medical converters

of polyester fabrics manufactured by DuPont and others.

IV. DESCRIPTION OF THE U.S. CUSTOMS RULING
ENABLING DISPOSABLE HOSPITAL PRODUCTS,
WHOSE COMPONENT OF CHIEF VALUE IS MAN-
MADE FIBER, TO ENTER THE U.S. AT 5.6%
AD VAL, AS REINFORCED PAPER.

Although, as discussed above, Kimberly-Clark's products are
substantially identical to those of its competitiors, Kimberly-
Clark has found it necessary to seek a legislative solution
because it is unable to fit within existing Customs Service
rulings. The Customs’ Service has issued two rulings which
classify a competitive fabric as "reinforced paper," although the
"reinforced paper's'" component of chief value is polyester. The

effect of these rulings 1is to treat comparable competitive

products with identical end uses very differently.
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These rulings, numbered 027919 (July 6, 1973) and 055364,
(February 19, 1980), classify disposable operating room gowns
consisting of up to 552 polyester and 451 wood pulp as
"reinforced paper," importable at 5.6%7 ad valorem. The first
ruling indicated that when a layer of tissue paper produced from
wood pulp on a standard paper-making machine and a layer of
polyester mat are entangled by pressure from sprayed'water, the
resulting base sheet is reinforced paper. Interestingly enough,
’1aboratory testing indicates that a layer of finished paper,
manufactured on a paper-making machine, 1is nof essential to the
production of this particular product., Pulp fibers have been
found to be substitutable. Thus, it appears that one of the key
reasons for including a sheet of paper in the process 1s to be
able to state that a paper-making machine was used in the

' process, ignoring the fact that the majority of the process
involves textile machinery.

The second ruling was a response to a ¥equest for internal
advice on the first ruling from the District Director of Customs
in El Paso, Texas. The District Director questioned the logic of
the first ruling and indicated that the component of chief value
was polyester, thus classifying the product as man-made fiber

apparel. He also indicated that only the initial paper sheet,
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and not the entire finished baee‘sheet, was made on a
conventional paper-making machine. Customs responded that the
component of chief value rule was irrelevant because reinforced
paper is an "eo nomine" (describing a product by name) classifi-
cation provision. Secondly, Customs responded that "[i]lt is
sufficient that the paper used in producing the reinforced paper
first was made on a standard paper-making machine without modifi-
cations" for the entire finished base sheet to be classified as
reinforced paper. Thus, in effect, Customs has indicated that
the fact that the component of chief value of fabric is polyester
is irrelevant, and that so long as the initial base sheet is made
on a paper-making machine, the result of blending the base sheet
with any amount of man-made fiber is reinforced paper, not a
textile, and carries a duty rate of 5.6% ad valorem. This ruling
ignores the fact that the component of chief value is polyester
and that, in fact, the product is a textile reinforced with paper
rather than a paper reinforced with textile or '"reinforced
paper."

We are not before this forum to find error with the Customs
Service rulings but, rather, to point out that, as a result of
the Customs Service's rulings, one type of fabric is assessed a
tariff one~fifth that of a substantially identical competing
product. Thus, merely because our fabric does not contain a

minimal amount of paper made on a paper-making machine, this

-8 .-
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ruling places our Health Care Products Group at a very
substantial disadvantage. The component of chief value for both
fabrics is man-made fiber and the production process, excluding
manufacture of the paper, is a textile process for both. The
finished products have the same end uses and are sold to the same
markets.

Kimberly-Clark's 1002 polypropylene base sheet has demon-
strated in laboratory testing such desirable characterist%ps as
low lint, effective bacterial barrier properties, good fabric
breathability and drapability, and minimal likelihood of support-
ing flame. Our polypropylene base sheet is a desirable product
advancement that will contribute to the well-being of both the
patient and the surgical team and to hospital cost containment by
helping to reduce infection and reinfection. 1Illogical
application of duty rates should not be used to prevent this
product from reaching hospitals throughout the U.S. at 'a price
comparable to other disposable surgical drapes and sterile gowns,

V. ADVERTISING CLAIMS FOR ARTICLES OF
"SONTARA" AND "FABRIC 450," INCLUDE
REFERENCES TO FABRIC AND CLOTH, AND
PATENTS FOR PRODUCTION OF SONTARA

AND FABRIC 450 DESCRIBE A TEXTILE
PROCESS.

A review of current advertising and related literature

indicates that marketers of disposable hospital products of
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"Fabric 450" and "Sontara," in chief value of polyester, fre-
quently‘allude to their products as "linen-like" and possessing
the "characteristics of cotton" and "comfort of cotton." Thus,
these companies are representing to the Customs Service that

their products are paper but are marketing the same products as

cloth,
Johnson & Johnson's July 9, 1976 submission to the Food and

Drug Administration for clearance of Barrier Drapes contains the

following references:

These drapes are the disposable cloth-like
sterile materials arranged about a body part
preparatory to operation or examination . . .

%11:11_%450 isaw.g%@ée%____w

e fabric . . . [Emphasis added.

In addition, Fabric 450 is referred to as "fine-meshed fabric,"

"nonwoven, close-textured material," and "cloth-like fabric" in a

variety of Johnson & Johnson's product catalogs. Even the name

"Fabric 450" connotes cloth rather than reinforced paper. The

referenced advertising materials are appended as Attachment A.
DuPont's 1982 annual report, on page 11, refers to "Son-

tara," classified by Customs as a reinforced paper, under the

heading of "Spunbonded and Spunlaced Products". This title

reference pertains entirely to textiles, not paper.

- 10 -



!

Our ;iterature search also revealed that DuPont's patents
indicate that the machinery used to produce Sontara and Fabric
450 is intended to munufacture textiles. This is evidenced in
the titles of the patents, the stated objectives of the inven-
tions, and in the teachings and claims, An example is U.S.
Patept 3,485,706, issued-in December of 1969. The title of this
patent is: 'Textile-like Patterned Nonwoven Fabrics and Their
Product%on." The stated objective of the process is ". . . to
convert the layer (of fabrics) directly into coherent, highly
stable, strong nonwoven fabrics thch resemble many textile
fabrics prepared by conventional process steps such as mechanical
spinning and weaving."

The patents also demonstrate that wood pulp is not essential
to the process. The majority of the process patents and material
patents address 100X textile fiber structures (i.e., no paper
fibers). No examples are found of 1007 paper-making fiber (i.e.,
wood pulp) structures. Where wood pulp content is discussed and
specified, it is specified at less than 100Z7, When pulp fibers
are used, they are used to reinforce the textile fiber matrix or
to reduce its cost.

Thus, although Johnson & Johnson and DuPont allege for

purposes of Customs classification that Sontara and Fabric 450

- 11 -
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products are really reinforced paper, Sontara and Fabric 450
‘surgical drapes and sterile gowns are being marketed as cloth or
fabric, Such tactics underscore the need for Congress to provide
an equalization of tariffs and an equal ability to compete. ‘It
is simﬁly unfair for these competitor companies to be allowed to
import disposable surgical drapes and sterile gowns, in chief
value of polyester, as articles of reinforced paper with a tariff

of 5,67 and for Kimberly-Clark to pay three to five times this

amount for the identical products.

VI. DESCRIPTION OF THE MANUFACTURING
PROCESS OF POLYPROPYLENE GOWNS
AND DRAPES.

Kimberly-Clark's polypropylene base sheet is manufactured
wholly within the U.S. Polypropylene pellets, supplied by
domestic producers, are poured into a hopper, and then melted,
and pumped through extruders. Fine fibers exit the extruders and
are collected as an unbonded mat on a forming wire. A calendar
is used to thermally bond several layers together, a process

which is typical of paper-making. The result is a bonded-fiber

fabric. We would like to emphasize that no_spinning or weaving,

in the traditional sense, characteristic of textile manufacturing

is involved in the process.

-12 -
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VII. DESCRIPTION OF THE RELEVANT MARKET.

The bill, in its current form, will not change the competi-
tive status of domestic assembly operations for disposable
surgical drapes and sterile gowns., We would estimate that the 5%
of the total market that totally assembles disposable surgical
drapes and sterile gowns in the U.S. employs less than 200
persons in assembly operations. This 5% of the market, consist-
ing of two companie;. has historically faced competition from
disposable surgical drapes and sterile gowns re-entering the U.S.
at a 5.6% ad valorem duty rate, and will continue to do so.

The asseubly of digposable surgical drapes and sterile gowns
is labor intensive and the majority of manufacturers cannot cost-
effectively have the assembly performed in the United States.
Manufacturers are seeking methods to minimize costs in order to
cooperate with the health care cost containment efforts and to
reduce the effect of inflation on their businesses.

A cliart is attached hereto as Attachment B, which sets forth
estimates »f the approximate market shares, product components,
and tariffs of the companies comprising the disposable surgical
drape and sterile gown market. The chart indicates that
Zimberiy-Clark generally pays duties three to five times higher

than our competitors for entry of substantially identical

- 13 -
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products, It is our belief that a reduction of the currently
applicable duty rates of 16¢ per pound plus 132 ud valorem and
16¢ per pound plus 24X ad valorem for surgical drapes and sterile
gowns, respectively, to 5.6% ad valorem will place no greater
compet®i.ve burden on totally intra-U.S. competitors than already
exists. They have historically competed with products entering

the U.S. at 5.62 ad valorem and they will continue to do so.

VIII. CONCLUSION.

Kimberly-Clark believes that a temporary tariff reduction
establishing tariff parity for disposable surgical drapes and
sterile gowns will help rectify a competitive inadequacy in
current tariffs, will enable smaller health care businesses like
Kimberly-Clark's Health Care Products Group to be more effective
competitors, and will further the nation's goals of hospital cost
containment.

We believe a five-year term will provide sufficient time to
evaluate capital investment potential for new U.S. facilifiea‘
If we are better able to compete as a result of duty
equalization, the U.S. component fabric production facilities,

raw material suppliers, and other supporting operations will

- 14 -
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benefit by increased sales and expanded labor forces because the
base sheet components are all manufactured in the U.S.

We also note for the record that the Administration recog-
nized thaf this tariff equalization measure is not amenable to
multilateral or bilateral trade negotiations, resulting in a "no
objection" position on Section 124 of H.R. 3398 (H.R. 1226 during
the hearings before the Subcommittee on Trade of the House
Committ®e on Ways and Means).

Kimberly-Clark urges favorable conaiderat;ion of Section 124

and passage of H.R, 3398 as soon as possible,

- 15 -
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Attachment A

.

51ogk5 Submission to
the Food an rug nistration

-

DEPARTMENT OF HEALTH, EDUCATION, AND szrAas
PUBLIC HEALTH SCRVICE
POOD AND DRUG ADMINISTRATION
8757 Georgia Ave.
Silver Sprina. MD. 20910
August §, 1976

Mr. John S. Samorajcayk
Senior Rejulatory

Compliance Coordinater . .
Surgikos Ref: K760212 - Barrier Steri
A Jcinsan & Johnssn Cempany PATIENT RCADY Drepes composed
Resaarch Division 8J1 Georgs St. FABRIC 450

Hew Bruniwick. N, J. 08323

Dezr Mr. Samsrajezyi:

Your Secifon 510(k) notification of intent to market the absve
device hes beer reviewed. ‘e have determired, based on the infc¢rration
available to us at this tine. that the device is substantially ezuivilent
to one marieted in {nterstate ccrmerce prior to May 28, 1976, the cete
of erzctrent of the Medical Device Amendments of 1976. You may, t‘ere‘ore
begin rarketing of your device without uatying for the expiration of the

90-day notice period.

Upon rarrc‘in;. your device will b2 subject to the cenercl cenirols
irpcscd by tie Fecers) Feod, Uruy, ard Cosietic Act, which currently
include requirements releting to annual registration with the Fedd end
Drug éﬁninist'at‘cn. adulteration, and mizbrending. Ye will scon sord
yc" inforrrtion absut how t6 vesfster with FON,  These current renuire-

renss ney later be supplementes bty reguiations, which will te preposed
for comment in the Fecera) Restse .er, releting to current gocd ranufece
turing practices, recCras enu reporss, and other re:vire:en:s. Upon

tnel classificaticn of the dev ice. your product may b required to meet
additione) recuirencnte gpplicadie to Class Il devices (performance
sterdarde) or Class m devices (premaries approval;).

You shaule fa Yew close‘v the classification proceesings cenducted
by the fesd are Leug Ac~inistreticn so thot you can conver your views to
the Ajency 14 you s desire, o2 R0 :hat you can procpily Semply with
ary a¢‘1 fon21 ressirements sotsesuentiy imposed on your Cev-ce infor-
metisn cn rectirss of the Jevise '«as.\fig;.: S paners, their vecs-Ten-
dations, erc the fina! decisians of the Agency will be publishcl in the
Fedzri) Rezisser. Subscripticas may be obtained from the 5(7”r ntandent
oF Locurinis, 4.5, Government lrinzuﬁ, C#fice, Washington, 5.C. 22-(2.
Such {nf r:aticn 313¢ mey be revizaed in t*e 0¢fice of the Haaring

Clerk, F2A, 560) Fishers Lane, Reckvilie, Marylang, 20952,
Sincerely yours,

David M. Linx, Dxrzc.or

Dimanis ad Vigdiay" Paudaang

BEST AVAILABLE COPY
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Attachment A

SURGIKOS s
A’é““mhﬁﬁﬁnmif&;amv \:squ
Research Division

801 George St. .
New Brunswick, N.J. 08903 July 9, 1978

2

Registration and Device Listing Staff

(BFK-124)
Division of Compliance
Bureau of Medical Devices & Diagnostic Products

Tood and Drug Aaministration
8757 Georgie Avenue
Silver Spring, Maryland 20810

"810(K) NOTIFICATION"

Fe are hereby notifying the Food & Drug Administration of our
plans to introduce the following devices:

NAME OF DEVICES:

Surgikos = BAPRRIER® Sterile PATIENT READY~ Drapes
composed of FABRIC 430 (These drapes are the
disposable cloth-like sterile materials arranged
aboutr a body part préparatory to operdtion or ™
examination.)

PROPOSED CLASSIFICATION:

Drapes have a proposed classification of Class II
by the General Hospital and Personal-lse Panel and
we concur with this classification.

SUBSTANTIAL EQUIVALENCE:

Drapes currently manufactured and distributed by
Johnson & Johnson are Kaycel fabric. ‘Kaycel is a
synthetic scrim (yarn).© - -0 - : I

.. "j'to render the fabric substastially
repellent. oo

¥e plan to introduce drapes manufactured from FABRIC 450'.
FABRIC 450* {s a spun-laced non-woven cloth-like fabric

ann

\_o ce
Ko R
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Attachment A

Regiastration & Device -2 - July 9, 1976

Listing 8taf?

e
.
K LILSTT TS S L e gepame S ———
‘ .1" . Y . . a .
. .. .t . .‘ . . : v

- jro render the fnbric substnntially “Ffepeilent. We
ave &nuf&ctured and distridbuted surgical gowns of
PABRIC 450* for three (3) years.

We feel that FABRIC 450* drapes are substartially equivalent

to Kaycel fabric drapes with regard to safety and effectiveness
in that they both have essentially the same physical attributes.
the difference being that FABRIC 450 possesses 2 unique.

esthetically pleasing softness.

ADVERTISING & LABELING:

Advertising and labeling for the FABRIC 430* drapes will be
essentially the same as that currently in use for the Kaycel
Drapes except that the FABRIC 450* drapes will bear the ‘
statement, "With FABRIC 450*",

“

Very truly yours,

| %Kn— )S/)S{norajiczy

Senior Regulatory
Compliance Coordinatcr

JSS:mt

* A Trtdema}k of Jobnson & Johnson
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Attachment A

SURGIKOS
Hospital
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Attachment A

BARRIER*
GOWN MATERIALS

SURGIKOS has invested heavily in the davelopment of surgical
_gown labrics that combine the superior proteclive propertigs of
single-use materials with the comfort and handling qualities
{ tinen. BARRIER” Gowns utilize a unique combination of
matenals to achieve this resull.

FABRIC 450"

FABRIC 450° achieves an optimal balance between efficacy
and comfort for the surgical team.

Elficacy

Surgical gowns are designed to prevent bacterial migration into
the sterile field, thus reducing risk of infection. However, this
function depends on matenals that effectively resist penetration
by fluids and dry particles, which are excellent vectors for
bacteria.

As fluids strike FABRIC 450" they bead and run off. Study after
study, both invive and i yilro, have proved that FABRIC 450°

elfectively repels fluids and that its microporous structure elimi-

nates risk of dry particle penetration. In contrast, standard linen
draping matenai readily allows fluid strike-through and
performs poorly against dry particles such as skin sheddings.

'(‘:omlort and Handling e ‘0 g
you close your gyes, then take a piece of linen draping mate-
rial in oc“?‘_a_ ni&, i?wydiq piece of FABHIC 4507 in the olfier, you'll
find i hard to tell the dilference. FABRIC 450578 that soft,
pliable and quiet. High breathabiily also riakes FABRIC350°
comfortable to wear for long periods, and it's strong enough to
withstand the stress of today's surgicai procedures.

REINFORCEMENT MATERIALS

Various BARRIER Gowns are reinforced in the critical areas to
prevent strike-through during proceduras with high fluid vol-
ume. The latest reinforcement introduced by SURGIKOS is a
lightweight and impervious laminate incorporated into gowns
such as the BARRIER Extra Protection Surgical Gown and
BARRIER Ultra Protection Surgical Gown (Figure 1).

b

b
.

.t
Impotvious him bonded * %57
'!O"I_DWDMI wpde

A V¥ Figure 1. New impervious
woolBREENY | S TR
LY DA A x g .
o0 nech Ay Protection Gowns
\Q %

[
2 \' —————— e
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Attachment A
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That feeling of security

m%uwmnmm and it
has the strength lo withstand the siress and strain of loday’s
surgical procedures. .
You can't be as confident with cotton. Strike-through and

resulting bacterial migration with cotion are well documented,'
and cotion sheds 10 times as many airbomo organisms as
W*wmwdmmm

a significantly lower rate rative infection.? You'

preler the security of that FABRIC 450" feeiing.

That feeling of comfort -
The keys to FABRIC 450" comfort are cooiness and breathability
You'll appreciate our gowns. Especially during an extra-iong procedure.

! . uniold and
G Al 47 Shape T v gar sk by o v e,
v . *

L. Sarart & Susrdans O: Mordlel poneirasion of sunpiosl gran Musensls. &2 Om & O 110007412, WA
;muw&mdmmmmwm*“
Eshioaen, Comes Mool Coram, WX

2 Moyt JA o ol: TR JRPOrSAce o guan 86 rape SOV 1M 10 Srovarion of wiund nbaton. Sor Oy § 0O
1906647 1908, o= o

Only BARRIER™ Packs
and Gowns offer that -

., 9-' T
'.“'”-"(“;}d.
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L g |
| g@%ﬁﬁgﬁ:ﬂocsouagl. PACKS

The Procedural Side

BARRIER Procedural Packs meet specilic surgical needs. For each
discipline there's 8 pack that includes drapes and gowns, Plus many
packs contain extras o boos! efficiency—Iike non-slip instrument pads,
m«. cord holdars, suction lips and tubing, BARRIER Incise Orapes,
ER Impervious Siockinets, BARRIER Tape Strips, DISCARD-A-PAD*
Sharps Disposal Systems, and SURGIKOS® Electro-Surgical Tip Cleaners,

Promoting propet technique is the essence of BARRIER design from the
way & pack opens 1o how the drapes unfold. . .

The Safety Side

Our exciusive FAGRIC 450° and DRISITE* Fabric Reinforcement reduce
the risk of infection by isolating and protecting the surgical team and the
patient. FABRIC 450° provides more than security; it's soft and cool to

wedr, and as conl: ble as linen. Around the incision site, absorbent
and impervious Eﬁ%‘! Conirols run-off and prevents strike-through.
The unique folds of the overwrap/tablecover, gowns, and drapes lacilitate

sseptic handling. And the need o open only one package per procedure
presents less risk of contamination than when several packages must be

The Cost Side
when BARRIER Procedural Packs reduce draping time, the next case can

start sooner. Our packs also spare you a lot of record keeping by establish-
ing 8 single draping cost per procedure and simplifying inventory control.

BARRIER PrOCEDURAL PACKS
Setpine  Code Pack _

fye. Em, 1202 BARRIEA Heod Neck Pack

.mm DTS - e . .
1243 BARRIER Laparctomy Pack i

Senersi Surgary 1247  BARRIEN Abdomingl Pack

smecciogy 1252 BANRIER Laparoscopy Poc
BARRIEA G Pack

1291 Hp Pack

1262 BARRIER Ortho Minor Pack

1203 Ardvoscopy Pack
“logy 1223 BARMER Cysioecopy Pack i
a6 Packs 1278 BARRIER Basic Pack

1285 BARRIER Basc Pack
1284 BARRLER Set Up Pack #
BARRIER Minor Pack

————

N .
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e b= ol

P
- "




84

1L O

Attachment A " +'N.

BARRIER'- the effective
surgical gown '

JOWISUN & JUIHISON BARRPLRS
CATALOG MATERIAL, DATED 1974 '.,5.,,‘,...,,,..,..._-._,....\...,‘m....

! The BARRIER Surgical Gown does
what Is was designed to do, It reduces
the risk of spreading bacteria from

a septicto an aseptic zone,

The advanced design BARRIER
material reduces the risk of infection
In two ways:

(a) Moisture-repellent fabrle pre-
~ vents the sook-through of fluids
and the accompanying migration
of microorganisms. :

o) Ib:ﬂohﬂjwé: nonwoven

fabric reduces airborne bacleria

y more effectively containing
shed skin particles, "

In addition, the BARRIER Surgical
Gown provides these benefits to the
surgical team:

® Soft, wptlo materlal Is cool and
. comfortable even during pro-
longed procedures.

® Fine, sven, double-needle stitch.
ing In the slesve holds consist.
ently under stress.

© BARRIER Gowns free
laundries from processing,
mending and autoclaving while
providing surgoons and nurses
with new, lightwelight, attractive
gowns, guaranteed sterile, for
each surgical procedure,

* trodomash of Johmen & Johaoon



larket Share )

Company

421

251

122

31

American
Conver-
tors
(Division
of Ameri-
carn._HRos-
pital Sup-
ply Corp.)

Surgikos
Inc.
(Division
of Johnson
& Johnsoun)

Procter &
Gamble

Kimberly-
Clark
Coxp.

1)
2)

3)

&)

1)

1

1)

2)

3

ATTACHMENT B

SONTARA -- 45-551 polyester, 55-45I wood pulp

REGARD/KAYCEL -- 951 wood pulp, 5% nylon
scrim -

.

DEXTER -- 0-501 polyester, 50-1001
wood pulp

TYVEK -- 1001 spunbond polyethylene

FABRIC 45C -- 45-55I polyester, 55-45I wood
pulp

BOURDARY (FABRIC III) -- 60-701 wood pulp,
30-401 spunbond nylon

KIMGUARD -- 100% spunbond polypi'opylene

SPUNGUARD -- 1001 spunbond polypropylene

KAYCEL -- 951 wood pulp, 51 nylon scrim

Revised August 26, 1983

Assembly location TSUS Item §

Mexico 256.2780

Mexico 256 .8780

Mexico 256.8780

Mexico 379.9601
383.9205

Mexico 256.8780

Dominican Republic GSP

and Huntsville,

Alsbams

Mexico 379.9601
383.9205
389.6265

Mexico 379.9¢01
3£3.9205
389.6265

Mexico 256.8780

1983 Tariff Rate
5.61 ad val.

5.61 80 val.
$.61 ad val.

16¢c per 1b + 242
ad val.
16¢ per Ib + 242
ad val.

5.6% ad val.

Free

16¢ per
ad val.
16¢ per 1b + 2421
ad val.

16¢ per 1b ¢ 131
ad val. .
16¢ per 1b + 241
ad val.
16¢ per
ad val.
16¢ per 1b + 132
ad val.

5.61 ad val.

1b ¢+ 241

1b + 241

a8



Market Share Company Components of Hospital Drape and Gowvn Products

______________ Assembly lLocation ISUS Item ¢ 1983 Tariff Rate
51 Work Wear 1) KAYCEL -- 951 wood pulp, 52 nylon scrim Mexico 256.8780 5.61 ad val. -
Corp.,
Inc. 2) DEXTER -- 0-50% polyester, 50-100% Mexico 256.8780 5.6 ad val.
(includes wood pulp
former
Mars and
Will Ross
Companies)
5% Kendall 1) TYVEK -- 1002 spunbond polyethylene u.s. None Nere
Company
(Diviston 2) RAYCEL -- 951 wood pulp, 51 nylos scrim u.s. None tone
of Colgate
-Palnolive
Company)
.22 Tekna-Med 1) KAYCEL -- 95 wood pulp, 51 nylon Dominfcan Republic GsP Free
scrim and Columbus, Miss.
2) DEXTER -- 0-50% polyester, 50-1001 wood Dominican Republic  GSP Free
pulp and Columbus, Miss.
12 General 1) KAYCEL -- 951 wood pulp, 51 nylon scrim u.s. None Hone
Econo-Puk )
2) GEORGIA-PACIFIC -- 951 wood pulp, 51 nylon wu.s. Hone Hone
scrim
3) DEXTER -- 0-502 polyester, 50-100% wood u.s. tione None
pulp .
5 All Other

-~ Some of thesc products contain binders and other Tremtment’ chemicals not included In the fiber percentupes.’
-- Kimberly-Clark, duPont, Dexter, end Procter and Gasble are the primary producers of the cosponent disposable base sheet
for these hospital gowms and drapes. All of the base sheet is manufactured in the U.S.

Source of market share data: Hospital Supply Index - INS America, 4th Quarter 1982 Report (covers 12 month period). These
shares are comprised of disposable surgical gowns, and surgical packs and parts (drapes). Market share percentages vepresont
the share of dollars. .
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Year Paper 256.87

1983 5.62
1984 5.61
1985 5.61
1986 5.61
1987 . 5.61

*MMF = Man-made fiber

379.9601

MMF* _ 383.9205

L I

2641 + .16 1b.
22.37 + .13 1b.
20.57 + .08 1b.
18.8Z + .04 1b.
17.02 +  --

ATTACEMENT C

4-15-83
s=-r 2885 FOR DISPOSABLE STERILE GOWNS
e ombinag Duty Per Gown
Effective Added Cost 1 MMF* Dutry
Rate MMF* Paper MMF* Per Gown vs. Paper
29.12 0244 (1265 .1021 5207
26.31 L0244 (1150 .0906 4701
23.02 0244 1002 .0758 4101
20.22 .0244 0874 .0630 36027
17.01 L0244 L0741 .0497 3007

L8
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Senator DanForTH. Mr. Saunders.

STATEMENT OF PAUL SAUNDERS, VICE PRESIDENT, SURGIKOS,
INC.,, ARLINGTON, TEX., ACCOMPANIED BY EUGENE T. ROSSIDES,
PARTNER, ROGERS & WELLS, WASHINGTON, D.C.

Mr. Saunpers. Good morning, Mr. Chairman, I am Paul Saunders
of Surgikos, I am accompanied by Mr, Eugene Rossides, our Wash-
ington counsel, and Mr. Lew Stein, our corporate counsei.'

L'he following are the principal points made in my written state-
ment filed today on behalf of Surgikos, a Johnson & Johnson company
of Arlington, Tex., regarding H.R. 8398 and the Senate counterpart
bill, S. 87. We oppose enactment of this legislation.

Surgikos manufactures and markets an extensive line of disposable
packs, gowns, and surgical specialty products for use in operatin
room procedures, These products are properly classified as “reinforce
paper, composed of 55 percent wood pulp, 45 percent polyster binder,
a biodegradable product.”

Mr. Chairman, we oppose this legislation for several reasons: If
enacted, it would be contrary to public policy and have an adverse im-

act upon our manufacturing operations in Texas, where we currently
ave about 1,400 employees and a facility investment of $23 million,

Surgikos has been in this business 20 years. We have built the busi-
ness under existing customs ruleg and regulations. This is a finite
business; not a single new domestic job would be created by this
legislation, :

urthermore. the articles covered by the legislation are 100 percent
textile items of nonbiodegradable polypropylene. The legislation would
create new items in the textile schedules without following the mecha-

nisms provided by Congress,
In addition, the legislation would potentially open up imports of

fabrics from all nations,

_ While the bill is written to benefit a particular U.S, company, for-
eign-produced nonwovens could be imported under its provisions,
placing an additional strain on the already burdened textile industry.

A restriction on importations for use in performing surgical pro-
cedures apparently excludes other uses. It would be difficult to enforce
this, ﬁosing a threat to industrial use markets as well,

It has been alleged that this legislation will reduce the health-care
costs, To the contrary—enactment would have no appreciable effect,
as the total disposable pack and gowns business represents less than 1
ggrcent of the overall expenditures of hospitals, and margins for all

isposables are constrained by the cost of using reusable products for
the same end uses.

By wa%l of a final comment, there is no basis for any claim that the
duty on the textile product should be reduced to the level of the paper
product as a matter of equity. Similar products made of dissimilar in-
gredients are classified at different duty rates throughout the tariff
schedules. And as previously mentioned, Surgikos has built this busi-
ness under existing rules and regulations,

In conclusion, Mr. Chairman, this legislation would have an adverse
imFact on an already competitive business, as well as upsetting the
balance %f the carefully crafted textile arrangements, We oppose
enactment.

Thank you, Mr. Chairman,
[The prepared statement of Paul J. Saunders follows:]
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October 21, 1983

BEFORE THE UNITED STATES SENATE COMMITTEE ON FINANCE,
SUBCOMMITTEE ON INTERNATIONAL TRADE

STATEMENT ON H.R. 3398, SECTION 124, AND
SENATE COUNTERPART BILL, 8.37

HEARING ON MISCELLANEOUS TARIFF BILLS

Mr. Chairman and Members of the Subcommittee: My name is
Paul J. Saunders. I am Vice President (Operations), Surgikos,

Inc., Arlington, Texas.
Surgikos is a member of the Johnson & Johnson family of

companies., Our corporate headquarters are in Arlington,

Texas. We have manufacturing facilities in Arlington and El

Paso, employing almost 1,400 persons at these locations in

Texas, with a facility investment of $23 million. Surgikos

presently markets an extensive line of disposable packs and

gowns and surgical specialty products for use in major

operating room procedures. These are properly classified under

the Tariff Schedules of the United States (19 USC 1202) by the
U.S. Customs Service as products of reinforced paper, composed

558 of wood pulp and 45% of polyester binder.
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We oppose the legislation as contrary to public policy
and as having an adverse impact on the business and employees
of Surgikos in Texas.

This bill, if enacted, would create a new tariff item to
be inserted in the Appendix to the T;riff S8chedules of the
United States (TSUS), with duty at the Column 1 rate of 5.6
percent ad valorem, covering bonded fiber fabric disposable
gowns for use in surgical procedures, of man-made fibers, and
bonded fiber fabric disposable surgical drapes, of man-made
fibers. Materials in the form of gowns similar to those
described in the bill and designed for the same use are
presently classified as textile items of non-woven disposable
apparel designed for use in hospitals, clinics, laboratories,

or contaminated areas in items 379.96 and 383,92, TSUS, at a

duty rate of 16 cents a pound, plus 248 ad valorem. Surgical

drapes of textiles are now dutiable at the rate of 16 cents a

pound plus 13% ad valorem in item 389.62, TSUS. We understand

that the products to be covered, although disposable, are made
emphatically not

1008 of polypropylene which {is most
biodegradable and for that' reason will present problems in

waste treatment.
The existing classification for products of reinforced

paper has been established in accordance with all the

safeguards of the applicablé provisions of the Tariff-

Schedules. As such, it provides a standard of certainty for
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importers and other businessmen who are able to make their
business Jjudgments based upon known and accepted standards,
procedures, and rules established in current law. In addition,
our products, compoged 55% of wood pulp and 45% of polyester,
are byproducts of a chemical reaction and are fully
biodegradable within a short period of time. They thus do not
present waste disposal problems.

The recent multilateral trade negotiations, conducted
under the auspices of the General Agreement on Tariffs and
Trade (GATT), have involved negotiations by all the members of
the GATT, including the United States. The participants have
agreed to virtually universal and uniform tariff treatment of
products imported into the member countries. These
negotiations, in effect, have created a carefully balanced and
mutually interdependent system in which each part bears a
purposefully measured relationship to the whole. One of the
programs which has developed out of the GATT is known as the
Generalized System of Preferences (GSP) which is designed to
aasiét beneficiary developing nations by granting tariff
preferences on selected products incident to importations into
the participating developed countries, including the United
States,

The United States has adopted the GSP in P.L. 93-618

approved January 3, 1975 (19 U.S8.C. 2461 et seq.). Under the
provisions of that law, the President is required to designate

28-805 O - 84 ~ 7
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the articles which may be admitted to the United States duty
free under the GSP program but he is specifically precluded
from designating certain articles which the Congress has

determined are import-sensitive. The first category of such
import-sensitive articles is textile and apparel articles which
are subject to textile agreements. For this reason, none of

the TSUS items cited in the bill is designated as a duty-free
GSP textile item. Further, the United States is a signatory to
the multi-fiber arrangement for textile products which would be
adversely affected by this amendment.

Legislative action at this time to reduce the duty on
textile articles without considering the usual concessions
available through negotiations at the GATT or with our trading
partners, as in the multi-fiber arrangement, would upset the
delicate balance achieved through previous negoitations and be

contrary to the "hands off" policy for textile items legislated

ey

by the Congress.
It has been asserted by the proponents of the legislation

that somehow the enactment of this legislation will assist in
the containment of the costs of health care. The statement of
May 10, 1983, submitted by the supplier of the paper product to
Surgikos, E.I. du Pont de Nemours and Company, to the
Subcommittee on Trade of the House Ways and Means Committee in
opposition to the cnactnong of the predecessor bill on this
subject, H.R. 1226, said that such a claim is demonstrably

without merit. To quote the du Pont statement:
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Finally, and perhaps regrettably, passage of H.R,
1226 will have no appreciable impact on cost of
health care. The sales price of disposable
surgical gowns and drapes cannot be arbitrarily
set by producers of these items. This is so
because the greatest volume of surgical gowns and
drapes used {n U.8. hospitals is composed of
reusable cotton gowns and drapes which are
laundered by the hospitals themselves or outside
linen services. Margins for all disposables are
constrained by the cost of using reusable
products in the same end uses. Thus, H.R. 1226
will have little effect on cost of health care.

Du Pont has supported efforts of the United

States Government to maintain an adeguate duty

structure on textile products. We Dbelieve

adoption of H.R. 1226 would tend to undermine the

textile program by basing classification of an

imported textile item on its intended use rather

than its nature as a textile product.

Use-related tariff provisions have always been

difficult to monitor and the one suggested in

H.R. 1226 will be no exception.

All these reasons militate against the enactment of
legislation which would make a specific exception for certain
. textile materials without the usual safeguards of study of the
impact of the proposal and negotiation of arrangements with
other countries. Further, the proposal, although of immediate
benefit to one company, is drawn in general terms. If enacted,
it would open the door to imports of textile products at a very
loq duty rate for the use described from any country entitled
to most-favored-nation treatment, thus clearing the way for
further competition from any number of sources for our already

beleagured textile industry.
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The Congress has prbvided a statutory mechanism under
which individual changes in the Tariff Schedules may be made
after studies of the ef:ect on domestic industries, following
the necessary investigation by the International Trade
Commission, teview. by the U.S. Trade Representative, and
‘approval by the President. Such a study can and does include
consideration of all relevant factors, economic  and
environmental, and the reciprocal benefits the United States
might achieve in return for lowering the duty rate on any given
item. Significantly, individual changes for specific products
have recently been the subject of negotiations at the GATT by
the U.S. Trade Representative, with appropriate trade-offs in
which the United States receives a gquid pro guo. This concept
of reciprocity is sound, yet no such trade-off is, or can be,
provided in this bill,

The wisdom of ad.hering to bilateral negotiations made
only after study is apparent here, since a study of the effect
of the proposed change would, we are quite confident, indicate
a seriously adverse impac(; on both the economy and the

environment.
In introducing the bill, the sponsor stated that the

legislation is needed to remedy an inequity existing in the
Tariff Schedules in that the duty applied to gowns and drapes
made of paper was considerably less than the duty applicable to

identical gowns and drapes made of bonded fabric.
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That statement seens to  contradict itself in
distinguishing between the products, one being made.of paper,
andvone of bonded fabric, and at the same time in saying that
"the two are identical. They are not, as is manifest from the
statement itself.

The fact of the matter is that while the Q_n_g use is
similar, the products are not identical, one being made of
teinforced paper and the other of bonded fabric. And again it
is reitereated that our products are 558 of wood pulp and 45%
of polyester. The statements to the contrary on the
composition of th; two products made in the House of
Repregsentatives are incorrect.

The classification of this product as reinforced paper by
Customs hai a legal presumption of correctness which |is
provided for in law. It is not only legally correct and
presumed to be 80, it- is also factually correct. The chief
component of the Surgikos product is paper; the other product
is indeed 100% of polypropylene, a man-made fiber.
| Furthermore, it is important to note that very real
difficulties in administration and -enforcement result from a
tariff imposed on end use rather than composition. The uses to
wittch—an —ultimate consumer may put such products are difficult
to monitor and are subject to abuse ~-- laboratories or
industrial setting are but two examples where competition with

a domestic market could possibly be an unintended result.
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We urge opposition to this bill, It sidesteps the
established procedures for orderly and equitable trade
negotiations; it attempts to provide legislatively a remedy
that has twice been denied administratively in Customs rulings
and the asserted claim that it will lead to the containment of

health care costs is without credibility and is not correct.
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Senator DanrorTH, Thank you.

Senator Bentsen.
Senator Bentsen. Thank you very much, Mr. Chairman,

Mr, McGrevin, did I understand you to say that this will in no way
change the competitiveness of the product? Is that what you stated

Mr. McGreviN, No, sir, I believe that’s what Mr, Saunders stated.

Senator BentseN. I see. That was not your statement, then.

Mr. McGreviN. Senator, I believe what I said was, at this juncture
we have a position that we have less than 5 percent market share—our
company, We are paying in the range of three to five times more duty

on equal products, similar products,
Senator BEnTsEN. If you would just deal with the question I asked.

Mr. McGrevin, Yes, sir,
Senator BENTSEN. So you did not say that you think it will make

you more competitive ¢ :

Mr. McGreviN. I'm sorry, sir. It will enable us to be more competi-
tive, yes; it will change our competitive situation, which now we are
at a distinct disadvantage.

Senator BenTseN., Now let me ask you, sir: You were talking about
1,400 employees in the State I represent ¢

Mr. SAunDERS, Yes, sir,

Senator BenTseN. Those are located in Arlington and El Paso#

Mr. SAunDpERS. Yes, sir; that is correct.

Senator BenTseN. And how are they divided up in that regard{

Mr. Saunpers. Approximately 700 to 800 in Arlington and almost
the balance of that in the El Paso area.

Senator Bentsen, The problem we have down there, with the de-
valuation of the peso is that you have some of the highest unemploy-
ment in the United States on the Texas-Mexican border.

Mr. SaunDErs. Yes, sir.

Senator BENTsEN, So obviously it is a matter of concern to me if it
means something that lets an outside product come in and be more
competitive, and the further exportation of jobs.

I am also concerned about the fact that this rate of duty on these
products has been negotiated and bound in GATT. I was a part of
that process. And I don’t dismiss the idea that we give them a fur-
ther concession without getting anything in return. I have long felt
that any time we do something like that it ought to be, to the extent
we can, a bilateral situation.

Mr. McGreviN. Senator, may I just state that we agree with you on
that, and as an effort, as a part of our compromise over the last 2 years
in trying to narrow this bill, we did attempt to go to the appropriate

arties, And as I stated in my previous statement, they simply came

ack and said that they didn’t feel it was a significant enough issue to
take on. We would have preferred to do that ourselves, but they just
didn’t give us that opportunity, and we had to go the legislative
process.

Senator BenTseN. Thank you very much, Mr. Chairman.

Senator Danrortr. Thank you, Senator Bentsen.

Gentlemen, thank you very much,

Mr. McGrevin. Thank you, Senator.

Mr. Saunpers. Thank you.
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Senator DanrorTH. The next bill is S. 280: Mr. O’Dell, Mr. Con-
naughton, and Mr. Datt.
gain, 5 minutes to a side.

A
Mr. O'Dell. —
Mr. O’Derr. Thank you, sir.l ‘

STATEMENT OF WILLIAM R. O'DELL, WELLINGTON PURITAN
MILLS, MADISON, GA,, REPRESENTING THE CORDAGE INSTITUTE

Mr. O’DeLr. Mr., Chairman and members of the committee, my
name is Bill O’Dell. I am president of Wellington Industries, current
president of the Georgia Textile Manufacturers Association, and past
president of the Cordage Institute, in whose behalf I appear today. I
am here to testify in favor of Senate bill 230.

The Cordage Institute is a trade association of manufacturers of
natural and manmade cordage products. The members manufacture all
sizes and types of cordage products from twine used to wrap small
packages to hawsers to tie up the Nation’s largest ships.

For the most part, the members are small businesses. The industry
employs approximately 3,500 highl})" productive employees.

he domestic cordage industry has been able to stay competitive
in large part with foreign imports because Congress has, through its
tariff schedules of the United gtates, prevented foreign manufacturers
from dumping their products into the U.S. market without compen-
sating duties of tariffs.

Some importers, however, have found ways to circumvent the intent
of Congress. Synthetic cordage products imported into the country
come in or should come in under U.S. TSUS’s 3.6.55 and £8. In June of
1982, however, several members reported seeing imported cordage
coming in under a basket category in the Tariff Schedule item 774.5595
as “Articles not Specifically Provided for, Rubber or Plastic: Other.”
Upon investigation, we found out that the U.S. Customs Service had
made a ruling on the manufacturnig process of cordage products that
has no practical effect on the end product but does disqualif;vrthat

l‘ﬁd(!ilctli as “cordage” under the definition contained in the Tariff
chedule.

Cordage manufactured from material which falls within the dimen-
sional requirements of a “strip” is classified as “cordage.” If the cord-
age is manufactured from a plastic material which is over 1 inch in
width, such material ceases to be considered “textile fiber” and is con-
sidered “plastic,” and is so classified under the Tariff Schedule. The
result is that two imported polypropylene cordage products identical
in characteristics and for end-use purposes are classified under differ-
ent Tariff Schedule catedgories at substantially different duty rates,
merely because one product was manufactured from a material, a
plastic; over 1 inch in width, and the other one of perhaps Sliiightl{
under 1 inch. I passed up samples to you, and the obvious effect
think will be apparent to you.

The situation is further aggravated by the fact that the basket cate-
gory receives feneralized system of dpreferences treatment, which means
that imported cordage entered under the category from certain bene-
ficiary countries not only receive duty-free status but also it opens the
doors to unlimited quantities of goods not subject to quotas.
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It is important to point out here, Mr, Chairman, that this is a fairly
recent phenomenon. It was not until late 1981 that this loophole was
discovered by agents of the South Koreans, and not until 1982 that
we were able to observe the effects, '

As recently as 1977 this basket category represented only $2.2 million
in imports, In 1981, it jumped to $8 million ; and in 1982 to $18 million;
aqill .1f the current trend continues, in 1983 the imports will be $28
million,

We believe that this enormous quantity of poliypropﬂlene rope is
included in these increased shipments. We also believe that the loop-
hole is being actively and aggressively exploited to the detriment of
our domestic cordage industry, and in defiance to the will and intent
of Congress. :

As evidence that cordage products are coming in throu%%l the loop-
hole, I would cite two graphic comparisons: In 1982 the Republic of
Korea agreed to limit shipments of polypropylene cordage products
to this country to 8.5 million pounds, In fact, in 1982 they shipped into
the country only 2,111,000 pounds, or only 60 percent of their quota.
The reason very simply is because it came in duty free under the

“basket” category.
In the same timeframe, domestic cordage sales decreased by 20

percent.

Relief for our industry can be sought in two methods—by going
the route of section 516 of the Tariff ﬁct of 1930, and by legislation.

We have appealed under 516. Quite frankly, we don’t have time for
that to take action; the industry won’t be in existence if that takes its
normal course. S. 230 is our only expedient course.
~ After the institute testified before the House Ways and Means Sub-

committee on Trade in May of this year, a question was raised con-
cerning the possible incompatibility of language S. 230 with H.R.
1624, the Tariff Schedule. After consultation with Federal agencies
that raised this question, we believe that this legislation can be amend-
ed in a way that will satisfy both the requirements to close the loophole
and also overcome the question raised by the a%encies charged with
administering the Tariff Schedules. A proposal of this amendment has
been attached to our statement already issued.

Thank you, Senator.

Senator DanrorTH. Thank you, sir.

Mr. Connaughton, and Mr. Datt.

[Mr, William O’Dell’s prepared statement follows:]
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THE CORDAGE INSTITUTE
WILLIAM R. O'DELL
STATEMENT ON S. 230

The Cordage Institute is a trade association of manufacturers
of natural and man-made fiber cordage products. S8ince its
founding in 1920, the Cordage Institute has been the collective
voice of this important industry. It has a history of service
to the country and to the customers, distributors and manu-
facturers of cordage products made from natural and man-made
fibers. ihe Institute has 22 régular members and 3 associate
members located in 16 states. The members of the Cordage Insti-
tute manufacture all sizes and types of cordage products from
twine used to wrap small packages to large hawsers used to tie
up the nation's ships. For the most part, the members of the
Cordage Institute are small businesses struggling to survive

in a highly competitive and recessionary economy. The cordage
industry has been resilient and flexible and has been able to

meet the challenges of a volatile economy.

The 3500 workers in the cordage industry today are highly pro-
ductive. The U.S. Departmerit of Commerce Census of Manufacturers
has shown that the value added per employee in the U.S. cordage
industry nearly doubled between 1967 and 1977. 1In terms of value
added per production worker hour, the increase in productivity
was over 120% during that same period. The strong positive find-
ing in this area helps to explain the domestic cordage industry's

record of declining real prices and international competitiveness

during the highly inflationary 1970's. Even in the face of
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increasing imports, the: domestic cordage industry has been able

to demonstrate its commitment to remain competitive internation-

ally,

~

In part, the domestic cordage industry is able to stay competi-
tive because the Congress has, through the Tariff Schedules of
the United States, prevented foreign manufacturers from dumping
their products on the United States market without any compen-
sating duties or tariffs. The preservation of international
price competition by the domestic cordage industry is in danger
as are a substantial number of the domestic manufacturers because
some importers have found a way to circumvent the intent of
Congress to keep distribution and sales of cordage products in

this country on a competitive basis.

The synthetic cordage products imported into this country come
in, or should come in, under the cordage T.S.U.S. numbers of
316.55, 316.58. In June of 1982, however, several members re-
ported seeing imported cordage products that were not coming in
under the normal cordage T.S.U.S. numbers, but coming in under

a basket category in the Tariff Schedules item 774.5595 as
"Articles not Specifically Provided for, Rubber or Plastic:
Other." Upon investigation, we found that the U.S. Customs
Service had made a ruling on the manufacturing process of cordage
products that has no practical effect on the end product, but

does disqualify that product as cordage under the definition
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contained in the Tariff Schedule,

Cordage manufactured from plastic material which falls within

the dimensional requirements of a "strip" is classified as
cordage. However, if the cordage is manufactured from plastic
material over one inch in width, such material ceases to be
considered as a textile fiber and is considered plastic and is

80 classified under the Tariff Schedule. The reason underlying
this difference in classification is that the current definition
of cordage as containe@ in Schedule 3 part 2 -- Headnote 1l(a)
restricts cordage to "...assemblages of textile fibers or yarns
..." and therefore cannot be classified as cordage according to
fhe Customs Service. Consequently, such cordage made from
plastic material is classified by the Customs Service under
Schedule 7 Part 12, Subpart D, Item 774.5595 as "Articles not
Specially Provided for of Rubber or Plastic: Other." The re-
sult is that two identical importations of polypropylene cordage
of identical characteristics and use are classified under dif-
fering Tariff Schedule categories at substantially different duty

rates merely because one product was manufactured from plastic

material over one inch in width while the other was not.

Foreign manufacturers have taken full advantage of this dis-
crepancy in the Customs law. They have been certain that the
cordage they produce for exportation to the United States is

constructed of plastic material over one inch in width in order
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to enjoy the advantages of lower, or no duty and consequently

to afford themselves an economic advantage over the domestic

cordage industry. The situation is further aggravated by the

fact that Item 774.5595 receives Generalized System of Prefer-

ences treatment, which means that importation of cordage entered
under item 774.5595 from certain beneficiary countries receive
duty-free status. Additionally, there are gquota restrictions

on cordage products entered undexr items 316.55, 316.58, but no

quota restrictions under item 774,5595. Therefore, not only is

the féreign manufacturer receiving the benefits of a lower duty

or no duty from cordage made from plastic material entered under
item 774.5595; he is also totally certain of no quota restrictions. '
7t is important to point out here that this is a fairly recent
phenomenon. It was not until late in 1981 that this loophole

was discovered by agents of the South Koreans and not until 1982

that we were able to observe the full effects.

We submitted to the United States Trade Representative an economic
white paper that clearly showed the significant market disruption
caused by unfettered importation of polypropylene cordage. The
paper was prepared to provide information to the United States
Trade Representative for their bilateral negotiations with the
Republic of Korea in support of the Cordage Institute request for
relief against the flood of imports from Rorea of cordage products.
The United States Trade Representative did negotiate a quota in

the subject tariff items as a result of the Cordage Institute request.
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The paper demonstrated the precarious nature of the domestic
industry in regara to the low price of foreign imports, a case
that was convincing to the United States Trade Represantative
before it was known that competitive products were entering

the United States duty-free through a loophole in the Tariff

Schedule,

For previous years, as the following chart shows, this basket
category represented only $2.2 million as recently as 1977.
Even in 1981 the category represented only $8 million of im-
ports but then, in 1982, this category increased by almost two

and one half times to over $18 million.

Valuation of T.5.U.S. Item 774.5595;

1977 $2,242,000
1978 $4,622,000
1979 $8,062,000
1980 $7,503,000
1981 $8,039,000
1982 $18,043,957

From our reading of the Journal of Commerce Weekly Import Bulletin,
we believe that an enormous quantity of polypropylene rope is ;n-
cluded in these increased shipments. We also believe that the
loophole is being actively and aggressively exploited to the
detriment of our domestic cordage industry and in defiance of

the will and intent of Congress and the United States Trade Rep-

resentative.
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As evidence that cordage products are coming in through this

loophole we would cite two graphic comparisonsi

In 1982, the Republic of Korea agreed to limit shipments of
polypropylene cordage products to this country to 3,500,000
pounds up from the 1, 8?5,059 pounds they shipped to this

country in 1981, 1In fact, they exported to this country in
1982 only 2,111,129 pounds under the cordage categories or

only about 60 percent of their quota.

In 1982, the domestic cordage industry recorded a precipitous
drop in sales of polypropylene cordage to 16,421,200 pounds in
1982 from 20,579,900 pounds in 1981; a decline of over 20% at

a time when the economy was improving.

Relief for the cordage industry and the restoration of the full
intent of Congress can be effected by two methods. One method
is to file a petition, as described in section 516, Tariff Act
of 1930, as amended (19 U.S.C. 1516) with the Customs Service
to get them to change their ruling that we believe is a mis-

clagsification. This we have done.

However, even if the Customs Service considered our petition on
an éxpedited basis the absoiute earliest we could look forward
to relief, given the statutQry time required for comment periods
and eccnomic impact statements, would be 9 months and it could
run 12 to 18 months. Such delay would be disastrous to the

cordage industry, and could mean the demise of some of our menbers.
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The fastest way to reinstate congressional intent, we believe,

is through legislation. Our bill, S. 230, and its companion
legislgtion, .R. 1624, is really very simple in its.appllcation;
it' would remo?g.the distinction between identical pieces of
cordage whose only difference is.a minor change in method of
manufacture. It would permit the Customs Service to look at

a piece of 3/16 inch rope and say, "That's a piece of rope" with-
out sénding it off to the laboratory to find out whether or not
it had been made out of strips greater or less than one inch

in width. By their own admission, the Customs Service has said
that "...it is quite difficult to determine the exact original

width of a strip after it has been fully fibrillated..."

We realize that there are many distinctions in the Tariff
Schedules between products and that definitions serve a purpose
in determining the valﬁé of a product for tariff purposes. For
instance, extra ornamentation or an added finish can change the
value of a product and it could logically be classified under

a different item number that reflects that changed value. But
the definition of the product itself would not be changed. Add-
ing ornamentation to a shirt might change the value of the shirt
but it would still be called a shirt. The effect of the current

law is to say that, because of its method of manufacture, a

piece of rope is, in fact, not rope. We believe that circum-

stance is neither reasonable, nor logical, nor the intent of

Congress.
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S. 230 does not reclassify an item from one category in the
Tariff Schedule to another, it merely ensures that all cordage
prqducts intended by Congress to come into this country under
certain item numbers in the Tariff Schedules will do just that.
We have the simple belief that if the Congress intended one
plece of rope imported into this country to fall under certain
cordage item numbers in the Tariff Schedule, they intended every

piece of rope to fall under cordage items in the Tariff Schedule.

After the Institute testified before the House Ways & Means
Subcommittee on Trade in May of this year, a question was raised
concerning the possible incompatibility of the language in S, 230 .
and H.R. 1624 with the Tariff Schedules. After consultation

with the federal agencies that raised this question, we believe
that this legislation can be amended in a way that will satisfy
both the requirement to close the loophole and also overcome the
guestion raised by the agencies charged with administering tie

Tariff Schedules. Attached is the proposed amendment.

At present, this problem is an immediate one for the Cordage
Institute and all manufacturers of cordage products. If this
loophole is left open, however, we believe that foreign manu-
facturers will not only continue to make cordage products from
plastic strips a little widér than an inch, but that it is en-
tirely possible that they will be making woven fabrics as well.
There is clearly the technology available to make woven plastic

seatcovers or tarpaulins or other items that are generally believed

28-805 O - 84 - 8
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to be textile products out of these plastic strips wider than
an inch., Because this is a clear and present danger, we have
the support of the Man-Made Fiber Producers Association and the

American Textile Manufacturers Institute behind this bill.

It is interesting to note that shortly after the bill was ori-
ginally introduced in the 97th Congress in September, 1982, a
great deal of misinformation was circulated about the adverse
economic effects of this bill on the farmers. I would hasten
to point out that in fact, the only adverse consequences suf-

fered by the American farmer will be if this bill is not passed.

In 1982, the amount of baler twine that was shipped within this
country (according to the Textile Economic Bureau) was 166 million
pounds. Of that 166 million pounds, 145 million pounds was sisal
baler twine, a natural fiber twine that is imported into this
tountry from Brazil, Mexico and some East African countries
without quota and without duty. That represents 86% of all the
baler twine that is used in this country. The remaining 21
million pounds, or 14% is plastic or polypropylene twine, vir-

tually all of which is made in this country -- domestically pro-

duced.

Historically, there has been a 20% price differential between
sisal or natural fiber twine and plastic twine, with the plastic
twine being less expensive. Since there is currently an insig-

nificart amount of plastic baler twine being imported into this
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country, this 5111 would have a negligible effect on the price
of plastic baler twine and, of course, it would have no effect
whatsoever on the status of the imported sisal twine. Moreover,
we would submit that if this bill is not passed and, as a result,
manufacturers of baler twine go out of business because they
cannot compete with their other products as long as this loop-
hole stays open, then the American farmer will be at the mercy
of a foreign cartel for his sisal baler twine and, if plastic

baler twine is imported, he will be at the mercy of one or

possibly two importers.

We believe, without fear of successful contradiction, the dom-
estic baler twine manufacturers in this country are having a

moderating effect on the price of all baler twine.

In summary, Mr. Chairman and members of the Committee, we im-
plore you to report §. 230 quickly and close this loophole that
is rapidly destroying the ability of the domestic rope manu-

facturers to survive.
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An amendment to §.230

Section 1. pPart 1-E of Schedule 3 of the Tariff Schedules
of the United States is amended-

(1) by deleting "each of which consists" in headnote
3(c) and inserting in lieu thereof, "and fibrillated or
~ fibrillating strips of any dimension which consists, after
fibrillation in the case of strips," and;

(2) by inserting the headnote 3(d), following the

word "embraces,' the terms "non-fibrillated or non-

fibrillating."
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Technical Amgndment to H.R., 1624

The amendment to H.R. 1624 is a technical amendment that
clarifies the definition of a plexiform filament in Part 1 E of
Schedule 3 of the Tariff Schedules of the United States, rather
than amending the headnotes in Part 1 E. Currently, the U.S.
Customs Service has interprcted the language in such a way that
the definition of "plexiform filaments" is combined with the
definigion for "strips' so that plexiform filaments derived from
fibrillatable strips of over one inch in width become a plastic

item rather than a textile fiber.

In the instant case this interpretation of existing language
by the Customs Service means that cordage products made from
plexiform filaments derived from fibrillatable strips of one inch
or less in width are imported into this country under the cordage
category in the Tariff Schedule, while cordage products made from
plexiform filaments -derived from fibrillatable strips wider than
one inch are considered plastic under this interpretation and come
in under the basket category of 774,55: '"Articles not specially

.provided for, of rubber or plastic: Other."

In fact, the Tariff Schedules did not contemplate a width
limitation on fibrillatable strips of plexiform filaments. The
clear distinction between "plexiform filaments" and "strips” is

that a plexiform filament is capable of being fibrillated whereas

a strip is not capable of being fibrillated.
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Headnote 3(c) would now read:

(c) the term “plexiform filaments' cmbraces flexible

filaments and fibrillated or fibrillating strips of any
dimension which consists, after fibrillation in the case
of strips, of a network or plexus of fine fibers and which

are suitable for the manufacture of textiles.

Headnote 3(d) would now read:

(d) the term ''strips' embraces non-fibrillated or non-
fibrillating strips (including strips of laminated
construction), whether or not folded lengthwise, twisted,
or crimped, which in unfolded, untwisted, and uncripmed
condition are over 0.06 inch but not over one inch in width

and are not over 0.0l inch in thickness;
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TARIFF SCHEDULES OF THE UNITED STATES ANNOTATED (143)

SCHEDULE 3. « TEXTILE FIBERS AND TEXTILE PRODUCTS Page ITY
Part 1. - Textile Fiders and Wasies; Yaras and Threads
3-1.8
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STATEMENT OF THOMAS A. CONNAUGHTON, PARTNER, BAYH, TAB-
BERT & CAPEHART, WASHINGTON, D.C., ON BEHALF OF FRANK
W. WINNE & SON, INC., PHILADELPHIA, PA,

Mr, ConnavgrToN. My name is Thomas Connaughton. I am coun-
sel for Frank W. Winne & Son, Inc., of Philadeiphia. Winne is a
distributor of all types of imported and domestic binding and tying
materials, L

We welcome the opportunity to state our opposition to this legis-
lation, and I think I can summarize it very quickly for the committe,

First, Mr. Chairman, a domestic interested party petition has been
filed at Customs. There is an administrative proceeding going on
which addresses the concerns of the industry. We believe it would
be unwise to enact what we consider to be far-reaching legislation
while this administrative proceeding is under consideration.

Second, the plastic materials affected by S. 230 are bound items
under GATT. ff the bill is enacted, compensation would be required
to those nations which export the material to the United States.

Third, Mr. Chairman, the legislation would adversely affect im-
portant segments of the U.S. economy, particularly agriculture,
marine, and fishing interests, which consume the largest quantities
of plastic tying materials. The cost of these materials will increase
approximately 20 cents per pound if S. 280 is enacted and a 25-80
percent duty is placed on these products.

Further, Mr, Chairman, we disagree with the ’Froponents of this
bill on the merits of the tariff question in general. This is not a “loop-
hole.” There has been a longstanding precedent to divide plastics
from textiles based on objective physical criteria rather than use.

Certain materials are plastics, no matter how they are used., The
Tariff Commission and gongress examined and has specifically re-
jected use tests which were sug%ested by American industry over 20
years ago. Enactment of S. 230 would overrule this well reasoned
precedent and render the Tariff Schedules confusing and inconsistent
regarding these important distinctions between plastics and textiles.

Thank you, Mr, Chairman,

Senator Danrorre. Thank you. sir.

[The prepared statement of Thomas A. Connaughton follows ;]
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STATEMENT IN OPPOSITION TO S,.230

Pursuant to Press Release No. 83-173

' Presented to the
Subcommittee on International Trade
. Committee on Finance
United States Senate

by

Thomas A. Connaughton, Counsel
for Frank W. Winne & Son, Inc.

October 21, 1983

Thomas A. Connaughton, Esquire
Bayh, Tabbert & Capehart

1575 Eye Street, N.W., Suite 1025
Washington, D.C., 20005
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SUMMARY : -/

1. A Domestic Interested Party Petition has been filed with the
Customs Service under 19 U.8.C. §1516 that addresses the alleged
problems of the domestic cordage industry. Congress should not
enact far-reaching legislation when administrative remedies are
available to the proponents of this bill.

2. The plastic materials affected by §.230 are bound items under
GATT and if the bill is enacted compensation would be required to
those nations which export the materials to the United States.

3, The legislation would adversely affect important segments of
the U.S. economy, particularly agricultural and marine interests
which consume the largest quantities of plastic tying materials.
The cost of these materials will increase approximately 20 cents
per pound if S$.230 is enacted. .

4(a). 5.230 would reclassify tying materials made from plastics as
textile cordage, thereby subjecting them to very high duties based
on the argument that the plastic materials are used for the same
purposes as textile cordage.

4(b). The reclassification of plastic tying materials as textiles
would upset the distinction between textiles and plastics which
runs throughout the textile sections of the Tariff Schedules of the
United States. This distinction is based on objective, physical
criteria. The "use" criteria which is embodied in 5.230 was spec-
ifically rejected over twenty years ago and has been rejected by
most trading nations of the world.

5. If S.230 is enacted, imports of -these plastic materials from
Korea would be prohibited under the strict quotas set out for tex-
tile cordage under the bilateral agreement signed December 1, 1982
with that country. Since this result could not have been contem-
Plated at the time the agreement was negotiated, renegotiation
would probably be required,
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STATEMENT

Our firm represents Prank W. Winne and Son, Inc. Winne is a
distributor of all types of imported and domestic binding

materials, 'including rope, twine, wire and tape.

We are grateful for the opportunity to present this statement
in opposition to 5.230 on behalf of Frank W. Winne & Son, Inc. as
requested in Press Release No, 83-173. We believe that enactment

of S.230 would be unwise, and we respectfully urge the Subcommittee

to reject this bill.

As we understand it, to support the need for $.230, the

domestic cordage industry has presented an argument that Congress

" unwittingly left a loophole in the textile provisions of the Tariff
Schedules ‘when it excluded certain plastic materials from the
definitions of textile fibers. Congress never envisioned, the
industry contends, that polypropylene strips over one inch in width
might be used in a way which would compete with traditional textile
materials, Therefore, the definition of cordage should be changed
to include any productes made from plastic materials which can be

used in a similar manner as textile cordage.

' Our research leads us to a-ery different conclusion. The
debate regarding the classification of manmade fibers began with
their introduction into commerce over a half-century ago. Domestic

manufacturers have consistently pressed for tariff classification
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which w?uld include as textiles any materials which could be used
for texéi&e purposes. However, Congress and Federal agencies have
rejected this subjective approach. 1Instead, an objective standard
to divide plastics and textiles, based upon physical character-
istics and himensions, was established and refined after long and
careful ptudy.‘\The one inch limitation on strips dates back to
1930 (ggglﬁppendi§ A), and despite suggestions from the domestic
industry to substitute a subjective use standard, has remained in
U.S. law as a reasonable dividing line between textiles and
plastics. At the Tariff Commission hearings in 1958 concerning
creation of the Tariff Schedules, the domestic industry argued
strenuously that strips larger than one inch in width and mono-
filaments larger than 1/16 inch were being used for textile
purposes and that the new schedules should establish a use standard
or, at the very least, increase the sizes set out in the objective
standards. Though recognizing fully that some manmade fibers
classified as plastics would be used for textile purposes, the
Tariff Commission rejected the subjective approach and its

recommendations were enacted by Congress in 1962.

The attached excerpts from the Tariff Commission's Tariff

Classification Study illustrate the classification difficdltieé

whiéh manmade fibers posed, and the views on how to overcome these

" problems. In the Explanatory Notes to Subpart E, Part 1, Schedule

3, of the Tariff Classification Study the Commission stated:

The problem of providing for man-made fibers is
twofold: (1) they must- be delineated in terms of

»




119

the materials of which they are made, and (2) they

.. must be described in terms ol their physical form
_.'""‘and_dimension. 18 problem 18 unique with man-made
« Iibers. Unlike natural textile fibers, the materials
and physical form of man-made fibers, as their name
implies, are completely within the control of man.
The ability to control fiber size has given broader
scope to the textiles concept and has opened up new
uses for textile fibers for which natural textile
fibers are unsuited.

.

. )
5 Tariff Classification Study, Proposed Revised Tariff Schedules of

the United States; 44 (1960), (hereinafter "Tariff Classification

Study"), (emphasis supplied).

The Commission, in attempting to solve these problems,
proposed specific objective definitions of manmade fibers for
Schedule 3, and provided a special note to proposed Part 12 of

Schedule 7_(plastics) which reads:

Special Note for Part 12:

Among other products, Eart 12 _includes certain

monofilaments and strips not cover rovisions of
art 1E of schedule 3 and articles of Such Products not
covered by the provisions for articles of "man-made
fibers" in schedule 3 or elsewhere in schedule 7. At
present, it is contemplated that the definition for
“man-made fibers" set forth in part 1E as originally
published will be modified in certain respects to insure
that, to the extent feasible, its application will be
confined to textile products. In line with this purpose,
it is proposed, among other things, to restrict the
coverage of the term, "man-made fibexs®, insofar as
Tilaments are concerned, to filaments, regardless of
cross-sectional configuration, whether singles or -
grouped, whether continuous or noncontinuous, which are
not over 1/16 inch in maximum diameter, and insofar as
strips are concerned, to strips, whether or not
laminated, folded, or twisted, and whether continuous or
noncontinuous, which in flat, unfolded condition are over
1/16 inch but not over 1 inch in width and not over 0.0

inch in thickness.

9 Tariff Classification Study at 569 (emphasis supplied).
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These proposed dividing lines were discussed at length at the
Taritf_ﬁdhmission's hearings and in written comments filed with the
Commiasfzn. The Man~Made Fiber Producers Association, in testimony
before the Commission, argued that a manmade fiber should be
classified -as a textile fiber "regardless bf its dimension" and
that the proposed dimensional limits on manmade fibers would result
in the textiles being classifed as plastics. 5 Tariff

Classification Study at 432, See Appendix B. The Association

wanted fiber material classified under the manmade fiber schedule
without reference to the material's dimension, but noted that if
dividing lines were to be drawn, the proposals of 1/16 inch and one

inch for monofilaments and strips, respectively, were too small.

Id‘

Similarly, DuPont, while stating that "certain arbitrary
delineations of measurements may be desirable"™ suggested that the
proposed dimensional restrictions were too small. 5 Tariff Class~

ification Study at 591, See Appendix C. Like the Association,

buPont was in favor of including as much manmade material as

po;sible under Schedule 3.

The Commission's thinking on the issue is evident from the

excerpts from the Tariff Classification Study attached as Appendix

D. Mr. Russell Shewmaker, Assistant Legal Counsel, U.S. Tariff
commission, noted that a physical description of the material has
an element of arbitrariness, but provides certainty and solves the

problems a use provision would produce. .Mr. Shewmaker indicated
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that the Commission has tried to limit the definition of manmade
textile ‘Fibers to those which have the characteristics of
K
traditional natural fibers, and stated, in response to the
Association's comments, that the Commission's -
J..effort is, one of giving substance to the term, [man-
made fiber) a greater clarity, such as you get from a
conception of physical dimension, and cannot get from one
where you are constantly confronted with chief use, or
‘same other use' conception.

We are trying to get this into an objective
schedule, that will not have these subsidiary problems.

5 Tariff Classification Study at 438, See Appendix D.

After receipt of testimony and written comments on its
proposals, the Tariff Commission agreed to make certain changes,
including distinguishing between monofilaments and strips and
creating a separate provision for plexiform filaments. However,
the Commission, and ultimately Congress, did not modify the

dimensional dividing lines between manmade fibers and plastics.

Based on thesg materials, we believe that the Tariff
Commission and Congress had a full understanding of the issues
involved in dividing textile fibers from plastics and chose an
objective standard knowing the consequences., Moreover, as
indicated by the BTN's means of distingusihing between plastics and
textiles, most trading nations h#ve apprqached this problem simi-
larly. Thus, we do not view 5,230 as a bill to correct an
unwitting technical errbr in the Tariff Schedules. Instead, it is
a far-reaching substantive piece of legislation which would over-

turn 50 years of policy and set the U.S. apart from the rest of the
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‘world. by including plastics under the Tariff Schedules' provisions
_for textides.
It should also be noted that if 5,230 becomes law it will be
 hecessary to renegotiate the bilateral agreement with Korea which
was reacheé 1n1)982. Frank W. Winne has imported plastic tying
mat‘rial;clasait{gd urider TSUS item 774.55 since 1981. Qccord-
ingly; we believe that the quotas provided for in the bilateral
agreement reached in December, 1982 wodld have addressed such
materials directly if it had been the intent to curtail these im-
ports. In this connection, we note that a white paper submitted by
the Cordage Institute in connection with the negotiation of the
U.S.-Korean bilateral agreement discusses only imports classified
under the textile provisions of the TSUS. Further, the quotas on
" cordage set out in the agreement aré’consistent with the pattern of
trade in textile cordage from Korea over the last several years.
The guota -}imits 60 not include plastic materials and nothing in
the agreement addresses such materials. Yet, if S§,230 was enacted,
a substantial portion of trade in these plastics would be pro-

hibited by the quotas negotiated under the bilateral agreement with

Korea.

To conclude, we see significant consequences if this legis-
lation is passed. The Tariff Schedules of the U.S. will be un=-
necessarily confused as textiles and plastics are intermingled ‘
despite 50 years' of p}ecgdent to the contrary. There will be rami-

fications under GATT, and our bilateral agreement with Korea will

be affected.
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The legislation would also adversely affect important segments
of the_bf&. economy. 1If the legislation is enacted, farmers and
maritimgainterests will be denied -an Qlternative to textile cordage
which enhances competition and lowers costs. This is a high price
to placate ‘a domestic industry, particularly since imports of the
product, we believe, affect only slightly more than one percent of

the U.S. ¢ordage market,

Pinallyn the domestic industry has filed a Domestic Interested
Party Petition with the Customs Service under 19 U.S.C. §1516 that,
we understand, addresges the industry'§ alleged problem. It seems .
to us that Customs can more properly address the concerns of the

industry. Far-reaching legislation is not the answer.

Thank you very much for the opportunity to present our views
on this very important legislation. We hope that the Subcommittee
will examine the bill carefully and come to the conclusion that it

should not be enacted.

28-805 0 - 84 - 9
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APPENDIX A

Comparative Print of H.R.2667 as Passed by the House
2nd the Tariff Act of 1922, B.Doc., No. 23, 71st
Congress, lst Session, 91(1829)
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centun ad. valorens

Pan. 1805, [Par. 1218, * * * yarns made from artificial silk
waste, if singles, 25 cents per pound; if advanced beyond the condi-
tion of singles by grouping or twisting two or more yarns together,
80 cents' per pound; ®+°* * but none of the foregoing
varns, ® * * shall pay a Jess rate of duty than 45 per eentum
ad volorem.] Spun royen yarn, J0 cents per pound, and, in eddition,
if singles, 45 per centum ad volorew, if plied, 50 per ¢entum ad

Pur. 1804 Reyon yera put up for hendwork, and rayon sewing
thread, 55 per certum od valorem, lul not lem than 43 cents per

Pax, 2305, [Pax. 1218, * * * products of cellulose, not com-
pounded, whether known as viscs, cellopbane, or by any other name.
soch as are ordinarily used in braiding or wesving and in imitstion
-of sillz, straw, or similar substances. 55 cents per pound; but none of
‘the foregoing * * * products of cellulose shall par a Jess rate of
doty thap 45 per centum od valorem.] Rayon tn bands or strips not’

. ezceeding one inch in. md:% suitadle for the wmanufectur: of teztiles,
. 40 per centum od valorem, but not lesp than 45 cents per pound.

Par. 1306, [Pax. 1218, ® * ° fobrics * * * composed wholly'
or in chief valve of any of the foregoing, 45 cents per pound and 60
per centum ad volorem.] Woven fabrics in the piece, wholly or in
chief value of rayon, not epecially provided for, 15 cents per pound
end 60 per cenlum ad valorem. oxnd, in addition, if Jecguard-figured,
10 per centum od valorem.

Pan. 2307, [Pax. 1213. ° = * fabrics and articles composed
wholly or in chief value of any of the foregoing, 45 cents per pound
and 60 per centum ad valorem.] Pie fobrics (including pile rid.
bons), whether or not the pile covers the entire surfoce, wholly or in
chicf value of rayon, and. oll articles, finished or unfinished, made or
ewt from ruck pile fabrice, L5 cents per pound, ond, in eddition, if
the pile is wholly cut or wholly uncut, 60 per centum ad valorem,
if the pide is portly eut, 65 per centwm ad valorem. :

Puz. 1508. [Par. 1218. * * * ribbons, and other fabrics and
wrticles composed wholly or in chief value of any of the foregoing, 45
cents per pound and (0 per contum ad valorem.] Fabrics, with fast
edoes, not ezceeding twelve inches in width, and erticler made there-
from;-tubinga, garters, suspenders, draces, cords, tassels, and cords
ong tassels; all the foregoing 1oholly or in chief value of rayon or of
royon and indis rubber, and not specially provided for, 45 cents per
pound end G0 per centum od valorem., and, in oddition, if Jacguerd.

. Boured, 10 per ‘centum ol valerem.
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. ) APPENDIX B

Excerpts from the "Testimony of Mr. E.L. Stewart,
Representing the Man-Made Fiber Producers Association",
5 mariff Classification Study, 430 and "Statement of
the Nan-Made Fiber Producers Association to the U.S.
Tariff Commission in Regard to Part 12 of Schedule 7

of the Proposed Revised and Consolidated Tariff
Schedules", 8 Tariff Classification Study, B868.
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Besore 1 get joto heavier appucwnm. thewe Of course are textile vrer of 10-mil)
mopafilatoent.

1 have wome interexring artivies or samples 10 xhow to yap of noptextile applis
cations 0f mobnofilament ip divensionx that are lenx than 10 milin

1 doz't know what your entbetir judrment may be. hut this wit wex wnde up
for use by actorz add that surt nf thing, and thnl iz made Lrom n¥lop munntily.
ment 8 wills iv thickness. .

Tbe pertume has nothing to v with the aylon.

Chxirap Rroxsann, You are sure nf thet?

(‘c;mmimloner Krrros. l dun't helieve there hr any periume an this=tbere
ix a lirtle,

M, Svewant, This mhint Jeader, which Tou gentiemen. ! am sure, are well
tamiliar with, is ¢ wilin in thicknews. This obvionly is 4 nimregtile splice-
tian of nyloe,

C‘bairman Ransrann, Yon betier hold that in vomr hand, ] wonld be temaed
to keep it

Mr, STOWaxT. 1 war guing to open 1. hm weking the characteristies of
dexterits nf a watchmaker, ] ean't even get it apen. Anrway, there it ix.

BEST AVAILABLE COPY
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plsbility and teusile mrenstd which tnakes the fiar aetul fur such A P vme,

Nevers] nontextile applienthons of Hwr of thic diiepsione=] [liuvirate heve
thix forw, %5 wils, Ik uade fur tenttis rockel sreings, wind that ik u put up for
tenuia racket sirings which we sruired [Hivstratine). ‘

10 2 sopewhat smulier dimension, this wpipde of 32.mill) oriou fiber is Nl
- for mdwinteny sringx, but nutiew 3t I shiuply one particolar applivatiop of Hher
ur slawent that bapens 10 be & naptestile application, Lut dovs nim change
the nature of the waterial,

This sasople i« 8 hank of nyion Aiber *8 nllls o Aimension, wbicdk s abave
ane-tixteentd of 40 jnch, whicd Is being need 1o that woved ar bruided bime
. pppliention.  In this purticular lengtd and form it is made Bp 161 Use o8 the
birintiex in streelxweeping machipes. However, it st{ll=ethi® happens 10 le
prian 110, the lexs plishle af the varivtiox of nrlon, nt potice the ease with
which it iz metible 1o kpot this materisl, demapstrating ft& plinhility. |

There Ix lwing Jiwirted from Germany, nylon fber 3X mills of the nghm 6
variery. the quite plinhle variety, hejup <oid alsy for these very beavy ding
bhristle users, bur 41 is sizply & ynrrienlar lengtd of 8 nylon Bber whowe die
mensiong wake it roitahle for that nontextiie uvse, hut duo pot change its
charneieristios as fiber, ‘

This I a sumple af polrrinriadivechlioride, or palrvinyiadine I suppowe, if
rou have bad suy chemieal training, which 1 haven'te=gber, This is sbout 349
wilix wide, which i a lirtle swider thap nne-eizhtd of ap inch,

] Tlis msterinl, ag you set, is Quite pliabile. ] will sbow yov wbat it is veed
([}

1t is uned fOr 8 woved article, it is & meat covering, This ic troved up & Joom,
out ‘of this mnterinl. 1 exhibit 8 sample of woven rusterial made frop the
fiber just exbibited, which i abovt 340 mills wide-

Compmirsinner K1TroN. Seat cover for sntamodlles? '

Mz, STEwar?. It cubld be used for that porpose. 1t is also veed a5 meat
rovers |D traidg, sTreeteass, add things of that sort,

] bare upe utber furm of fiher to exhibit. This is & sample of 2 filawent
which ix ane-quarter of ap inch wride. This is cellulore Sber with i enttod core.
We may not agree that this ia & textlle a)ynlicotion. Tbe particvler vse of this
i iz map hesds, hecanse of Itk bigd shenrntiad qualities. Tbe cellulime warerial
2% YAv cAd see it hizbly cellular or sponge-iike, but it is a manmade wonofla.
wedt ope-quarier of ap inch wide.

Noaw, the characteristics of that msterial bave beed tajlored to & particular
nodtextile use. 1t ix pevertheless nossible to prodnce continvous lepptd «f 8
fiberour materia) e quarter of ad inch wide.© -

1p tbe case nf tbe perora) fibers, narure jtzelf has imponed the limitz upan
the properiies that cad be achieved 2dd to & freet extent the vres 10 which the
natural Hibers eap be put.

In the case 02 moamade Sibers. bowever, veriations of the pbrrics) properties,
tbe form. and dimension, apd pliability, tbe tepsile streagth, the orber quslities
tbat are 1Dporiant to fiber vses are 12ir)y mocd withip the control of med. 1t
seemt 1o beve bees this vermatility of vee apd versstility tn pbrsice] properties
which bas led the staf to the tentetite copclusiop that some divicing lipe i -
DECerSArT.

Ve prapnte to suhmnit & wrirten brief witbin the titme allowed. ] see that my
time bas moure thap rup out, 50 i you will give we just & few minvtes 1 will bring

this 10 a copclusion. .
The | spd short of nur poxitior. recacnize fiber materin] for what it it and

jgve_p i1 6 pl Dispien 0 _De clossined=-1hal 1§, MADINSOE DDEr D0 Nibe
meun—-wmmmst%»_piurmde fiber scbedule.

130 nat arternnt gh 8TLITFATY GITICINE 11NE kX 10T L OTRtipetion hetween textile
apC Dont -« " o 18 Wei] lempherept [ §5¥0 141 prrievad No MAtle
ter _here TOv Orev the line, pirtherinore. §f the technolagy of thix industry
‘’batcs ADSIDIDE. I ShOWK thET YOU connet sdapt criteris for the future colely np
tbe basis uf tedar’s products. To draw the live at onecsixteentb of 25 ined would

ha henle Q .

Bowerer, i1 the Commission ib its wisdom fevls that s dimepsional dividing
lipe s pecessery to ivsure thot all manmuade fibers and filaments. regerdiess of
uliitnate vae 10 & particviar case, be classified under the tnopmade fiber schedule,
then we would pot object. TWe think rou beve not et this objective in drawing
the line at obe-sirteentd of ap incb. .
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1001, rexilionrry, plishidty, spionabiliry, Jusier, esiraumiygs phesieal 1mpeition,
ﬂnbhr:ﬂﬂn. reeh, cmnhlh". wwmobﬂl!r. svunbuadihiifty. snd edeielonl 1re)e
et

“Although ot t"m-u nre used ln the mannfaeture of fabiries and chahing.
they bave anmercus atlwr nean, For inntame, the slecirieal indnary onidore
filwrs witd hich insulnting squiiities vither iuherent i the et or solessjoent iy
imparted (10 them. (ither fihers And applicstian In AlInE Mmuttresus:, pillws
ADd Mife Nrewervers, where lichiweight, resilience, and . Imaruney are pajuired.
Fibers such ar #nn) Are nand in felta, becnune they mat rewdily. Furthermerre,
11 ie presidle 10 endow natura) fikers with new pmpmln ar 10 Create Nev IRl
made fibern Blamenta, and Farne which will serve mweife purpmes.  See i
stanres are Bich-tensciry rayon far ourd tirex, n¥ion for pararchuiet, sud Rohhl.
fi) far life ratre and

1t i apparent, therefare, that mapmude Bhers Pammees Teruxtility 1D u Jeviiske
népect. (in the ane hund, there-ic rapsiderable rersariliry in *he P AP jom,
dlmenrxinps, and farma in whird apmade Aders mid Iw mmvml o 1l ot har
hand, there ix s verzatility uf use Dot edjored hy the naturul tibery.

SEREATUITY OF FINER PROPEXTILE AXD UKL PROMPTE UNSOUND CLAXRIFICATION
PROPOSAL

Thir dua) versatility of manmade fibers seens 10 he lending the xtal nf the
Commisciop to the tentatite codelusion that snme orber criteris wanid he de
rirsble far the tdentifientinn af the materials 10 be covered bY the mapmude Hiwer
wection of the textile webedule that that whicd the traditions) textile termipedogy
fteelf wanid arcumplizh.  Arcordingly, they have Prjwand & cTosstessctiona)
dimepeianal limitation,

Pruw the point af view nf rmmm of form. §h: stef] igslm to have regsnned

cjnele ¢ af bq__-_r g%tgﬂa O achier WD
wettinDe! dimengiay /o fregt M conid Dot ~odCeIvADIY TOFATOSS 8% §
TerHle BRI SR DY 1he CADATITOEDT ATIET 167 ROFD & BBEIE ETFLBE ~0IT 17
th EWNe & ﬁ'&

t frown which mopaofilamedt or cut fber nf copventional rrmes.
N m'uom.) dlmewoo wauld he premared. the eta® r* 10 bsve reasnded thset
PO Eot dimepxiop mpst be JOBDA . in,?': WOuIg MATL tbe SITICIBE
But this reasoning overiouks ar does Dol £ive . D
the benic tertie terms themmelver. Blament apd fiher, may anly be applied W
material whicd is, 1 accordanee with all of 1ta properties, capable of being spun
nr 0f heine woved into fabric, knitied, ar vaed i otber basic textile uperstiung,

19 otber words the content nf the term “Slament” or “Sber™ doew Dot include
properties which make the material udactepiable for such uses.

ONDEIXTILETR INCH 4K AH!?IART ANXD ILLO0ICAL DITIDING LINE

It 4 GiScolt to drew g dividing live op tbe hasis of By crosspectiopal
dimension which wil) bave more thap temporary valoe. The S5 has welected
one-rixteedth IDCh $n diameter s the dividing line between mupoflament (that
is. ¢ single strend of Sder cxpable of textile ure) and plartic materiel s selecting
which i5 admitred)y arhitrary. There is some justification fof proprxing ode
xixteestd inch because tbe hrepodderadere nf the literature. and indeed the ref-
erencet iD opr OwWn salerentis. surweal that erblenorary manade Hber does
DOt vrDAllY exceed that width, Bit if the surze 0f techpolngy in pew fiher
development {d this industry xhows adribing. it xboses that adopting rlasificu.
tiop criteris op the hesis of the characteristics of commercial fihere at any
peruicular motent of time §8 Quiite an nbrealintic approsch. For exsmple, DODO-
Slaments of manmade fiber whicd are ope=eizbth Incd at their crewtsst erre.
sectional ditmension now move in comwerve for tertile. applicatims. This §a
rwice the diztperer uf the prupored limitation., Wbhen it v commidered that the
besvy apecis! purpose fabrics are paw praduced fur industrial vem: g well ax
for ume iD svtomnblien ajrerstt. ufbces. and bomes. it Ix pat didcult 1o visnalize
that even this 3.ineh diameter ey De exceeded In te Dear 2uture,

. The varimus manmade hers differ widely ip thelr croasvectinnal mnﬁtuno
tien. Very few of them are ‘circular xpd some are extreme ip tbeir irregular
cross-vectivoal configuration. A meanurement at the maximum tross mx'tivd of
8 Sber of irregulsr cruss section cadp Toreseesd)y rield & fAider wbich exceeds
ape-eigbtd inch ut ity grestiest dimednind and wtil] be i -nmahh- for wexving
inta fahrie, knitHing, ar ather heuie textile nperstions.




180

S |
» ’ . :
ool (188 eed e R ] o dene ] et ce T SN - ot f
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NN tiens Poturrend 1oe 1 tine oqoncstty tondde Soob (ut® 32 e e o e 1ot
IS Demesind PN Joor e Ulopmreamiongt boo qf)ettonl Sor §, "he. oter g P Ciee eet g
anrepinonntio]l 2iady iteter Bhae oottty o1 of tnmbetz deber Hleewe 1) Shee o eyt o
hemseveer, Tomona that 50 suted tse oelt A3 wiePeasrh, o You ! 1) a0t U oferior e
e iding Hane alieniief 1o ast 31 cohes ustoor Mol §0 01N i Qlan, o0 " e R R
vidnal Bintmens So Sap ue we Qe thee wom’] Bl phiieeV soes o dee o
siPrmiedt” pha b tine b Hiwers i) jenve eodie Berllaliny Voo g pocide TP bt ¢, e g0
o Tire “iture
o BANIE O Qygiien: o\ Jlpe s KENT Patveln ) M

TPl firertenn oof acnties 3g 4 wemamsiemd co Je otites gfeki., o N L
T T S Y 1 £ L o T TP Y B Y LR e M LI L I L Ta PO T A S,
L LR T PN P 4 O BT S FHTLITN T o R I P L T L R R R T R LTI
o the tie of e et ient vl 10 PRI Vet o 10U J1 g L el
L ol metfreaitiie v et i el THYe coy OIUET e LalIMle Do, em A e -
e Lot wnd cuiietee (00 L PHdepling FOTin oo 1eelllieeeies Bine® w1 L
R Banewds 100 the oRebe o aPTiBetsi SUPN . §0ulinisie PO IR oo - line stadogen
Waw provihiad i parnsigls Lo oof Sise Tarif Nl o VUt WhePeas e v e
LT R Y R (TR R 1Y T I A T e e e I R L R e HE |
te Ve Loriss “tutiithe oo SEPIpm™ i0e) ot Demwsanat FHY desnd 10} Sie Saleonadi d jasanite
“a¢ v etlitihle for texifle Gme.  Thetefare, thee t g veme 31 e iding oF .
callol amthdnl SItnw o gurageapd) 300 Seferrad 1o *hinmia o2 AP 1l tep )
ineh in whdrh, anitniie vor 1he malafieinre of 10stiiom *  The s of tine jditne
“ititabhle fo0r the IANUINCTOPe 0F 1N ™ WA 1erawe Py 10 fiN eeetitinte: bne e
rodaunztike nutering of cellnRnnie o Ciae welized shontded e sdneetttll o on cagelt
i) onber Pilneatii ke vwluadinwin s of Hme aterduly $oor Az of e pmittitede o
apspeldenttioonnse Whith theee preninete uve P ven) ctdleade o5 Vi tentite ool
Ih eyt tente hiande 0r errivie of suntinie Hler niverind widos 10y 3 ey
H\e fuar Wigeniujemmt fo1p VN Pive soparadrecintbosisns BIME DeIWN Slaeener 313 oot ppetew Sfy Sgn
nitei Ntatew, in line with the Cinnnisshon’s npuirent desive o proacisle for
ull 1oxtile amaterinix of Disnminde Blwr 35 Ahe tinsde Sler e 1 of webedine
N due believe ©1 arisronirinte 1o eXiain) e o b ssibent i P iterl for lanwl ar stely

s terind Lie aresunnpdale Wit 12 @xewee o e, -
TN Te FoTmroiew TorTa ™ - e af VNI tHeor e i perernisfonr
te ehinge the dimenciog of § fiech 10 01 pesipe.

e Kiso DRV Lo ol erting b Thhee s 0f hande of striges the aatuinml of

thlekinens DAY 1A eXrenetd (LIN faiech be v o Ned for the vlirnes “ciitnlile for 1)
munnfnctures gl! Tevtilen.” . AP PP e it Dyeie tetile 1upy)
thetrlure cttmja?y the
classiBention of nde ar AP of IHRNNANE Blak Dnterin] Voo idiga gy wot of
diwusiond) criverin for the identitientio of pradneie 1o de inclivded 10 1he pan.
windle fibwr sstion af sclieduie 3. A diisnejonn) andard oXpeoame) il (0ris of
u muximmm thicknen of (103 fueh 8 & Width in eveny of oy tier Saeh b
Not in exense of R inches wonld wervee woll §0r thiv jair)e v,

BEFINITION AF MASMADE FINENE RHALUTI (NNFORM 10 PU KLY 10 4 ¢ imedd 7

‘Recanuse the spacial wote fur \mrt 12 appearing iy the Commibsshon’s pirogoonad
«whegule T ivdicgtew Lhut the dedinition fur wunminde Biwss st forl in wdedole
o will tee pendified D several Pegrete : nn) Inamiine the speednd pote doas notl ke
it rlew? whelher the nodifientiime roferred 1o Kol exesms) the fneerieirution of
the duseugiona) limitations which we have just divnicssl, we feml i1 lngerstive

- 10 €XTITvme LUT Views un that derinition, .

10 the fiset. plare, the deidition of manwnde Blwrs ax proqeesd in whalile ¥
withaut dimensimal.initations je cemsinrent with the Torifl A of 1o,

. The fuct tDat the Congress In CH felt it dexirubie 10 bae 1he sorm “<vitable
fur the nanufoctore of rextilen" in the rune of huds o wrefm wind didd nat uwe )t
ehwewhere (n sehedole I3 uffers the arrangest intrineic evidenss of the nevptane

. by the Cangream of the terme “filument™ and *Hlwr™ g¢ generie clxexification 1epms
- which were to evwver 8l xoeli farin «f ninterind withaut recard ta whether the

Lltinte use of particolur iporistions wak in ar et of the rextile arey.

Thig expression of intention wus clearly renewed this vear by the Congreas in
the ensetniedt af Poblie Taw KmGif) redefining the term “rayan ar ather ern.
thetie textile™ in sweheduie 18. The witatute jtem!! stutex that the term “mesur
uny fiher, Sloment, or fihrous struture, wud any bond ot stel)e ssufsadle for
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APPENDIX C

Letter from F.X. Regan, of E,I. du Pont de Nemours & Co.
to Mr, Russell Shewmaker of the U.S. Tariff Commission

(1959), published in 5 Tariff Classification Study, 591.
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* My

E. L ot Povy i NEVoths & (i
Witminglon, 100, Doeow sulory 13, 12330,

Mr, Ruserl SHewsARL
UL, Toeifl Comendagion,
Woskington, D, ¢

Revasia TakrT (CLASSINCATINN = SCHIDULE 8

Dian M REOWMNARER: In nmordutice with Your request and our weveru) o
veraitons, relitive s thie prigieis eieontered in the proposed whedule 3, we
have reviewed the mantrer with wur technieal and sades Btufl, and afer enreful
considenition hnve agresl u)nm the falhaving evclnsiony 1nd sedvnunendntions ;

The rapid developuent of the plasics industry sinee the enetiwvent of the
WSt Tarill At has given rise 1o o wmultitade of probiletus S customs classitien.
thou and evalhnitdon of flwers aind redated prnlucts sinel s are contemplited by
the projemedd sehelale 8. Ax a2 walter of focl, it hix nluo remlted i BUWEMINA
problews and Hidguthom In et of 1he wiher el sehedules 11 dims Dot 9)»

Cywear hinanly jemsthle to anticipate o) proavide fur every jeseilide cntingeorer,
1t iz puwxible, hiavever, (o eSamine and extiingie Jumdble or pralmble new devel.
wjnpents which are Jlkely to be nnnercial fteps within the vest 30 Yeurs

Maninszde it i) relitend precdinds arighinte Yrom mnterinle develned by
the chemien) s ey, and in mnny eises: ure of the wne ehoiva) comnjunithog
Athenph they Juive guite diYerent physienl projertios j4 Sler forw) as plastie
waterinls uffersd by the chemicnl indnars,  Viastic marverinle difler chemienlly
and have Sifferentt prapwriies Which iy make ane more desirsble thon another
fur different 10)wey of N, Hotwever, Whwh it onpes 10 the pradincthm of plostic
materin}d the xauw witijneent proadnees polviner imended for use fn u variery
of wuyx Wbhen the palfmeric mmierinl s then furtler processed by Jeing
wehiad and extruddsd throngh o splnnerette, tibers (ligments) are produced. 10

bt forpee those hoterinte iy juive uses Which nre textile or nupiextile,

nnd Dre pase SIPL TDOV st Vb FIY overiinn i Y,
¢ revised lanfuiie ! the projandes) cdemieal schedule 4 will go tar vownrd
elinipating the dithrulthex of clussiicution fu wost farms of plastic woterinls o
such. However, schegule 4 §x nut Intended and cannar le congtrved 1o vover
tiber forms whieh bevunse of thelr Shrous putnre should be encunjussed within

tbe scope of proposed schedule 3.
We bellere that mourt of the difhrulties cap be overcume dY providing pew

denni:m langonge which wounid make It clvear that sebedule 3. rubnart E. it
D od dp pnnlition 1o Junterinle fur 1eZiile Bee onIt. Vv ¢ Deleve tEl!
ms:od 1a1ments aud Nbvrs, tarether With Lunugt or sTripd 11 ves
'( epd und fugienllt shovid e FIVeR The &9 AINTINIE TTVE I IIT I 22
of vse.  To 00 this, cerlalid HrhITFIPY Geidhedliuds ul DEXFVTEINEDLN mu D
. ADle. ACtOr0IDSIY, We €Nuren |
. 4Bt the subetiie ) he umended to read “Testile ‘Fihers apd
° Related Produouts;”
2 Thst detinjtions and speviticntions I )mwmod for “inapmade Sbers.”
monatilaenin bnivds and strips, discuntinvang Slaments sndé wakte:
. 3. That u)} referencex 1o sltnhility for vse ur lwitations 1o chief use
be eliminated trann schednle E,
AS You Knetr framu oup disenssions, these recummendativns are being robe
“aniried to toke cure of pradiiemy which have twen culing Lo 0ur ntiention by your.
self and by aur polreheuthenlx ndA Slm dejuirtiedt subsjuent 10 the hearings
on propoved webedule 8. Ax hotel I oir several conversations, Jou_desired) -
H—_A'_m.—m—_m_btmnmm and_axsiiapes_copvrning dhpensonal speedfrapions fup jessihe
[ W WY ¢ simente 'h- nng _“hande gr « "
xcept for tiw mure (vtuiled Kymeibintione whie PeRRInSS
10 Your requext, it ix felt thut the ve irehetn) ve qunnendn.

tiong made on behnlf of §1c industre by the e e
reawiVe L Invornble ooneiderution of the Tarif] mnuis-mu

ou
Accondingly, we rexennnnan) thut the franwewark eaggesied by that sssuciation
be sdoptel. nud we nlsn, endarse Jix jeadtion on the mhm of dutiex. The
arehed sebeduke i comrbsient with the reeommmendutions of the ManXnde
Fier Pratuesrs Assoiation and Imwinprites aur further suzzestions recurd.
ing Alwenxiomal lmhintionx,

“Tou will note 1hat We snpast exunnded senus-af the Jteme savering hands and
*eine (lopnie o] wehdin. \Lpret sthides INE Kol 1 Vite Wratuised THOTTY
% Ve tried (0 Juok tu

fve oXrwvsive WML 0 tievairihinies With Your peoieg
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the furesencylde frnms min) ntticipaie expectos] and produdile pew o ommeer
aypplientinusx, .

With mespeet to lu wo ittt a ddneh nmer jimit, with
Hmihiagiof on thiekness of 10 01IR. 115 SOREORIN 15 08 W eNPre
ML foremetible applications involving the bajds amd ateipe u loith the 1exi
and vontextiledndoetry,  For eumpde, in the 1extlle febl, fime are ovinnien 5
wpilr to the wmrh ut nppmxlnmto)v 2 invhes prine tn ﬂm:) siieting varn width
Inlria) slli» one neactien) nnd are Inrnluhml Lo enstontinne?s
n reanest, ln nmoumunm shrh nx upholsiery s
huekeam us o <«tiffening in enrtaine and clmwrin. mm whmm reansdilor )Lty
In exeess uf 1 inch are raquired. Flims af earying wiidrhs are osed nx 8 vopiloee
meut for hollangd cloth in curtain impes 2id in stationery applirationk. Thee:
wmay e npore ve Joss than the Yeineh Himit enerently Ieing nsed.  Other Appetica
tions enlling for materinl Ny 1o ineh width are slectrieal enhle wepgieg
mpuecitor dielecrries, <ng Hners in molors and generators, magnetic tnjms o
[Penstiry sensitive tpes, 1 See eXaimples delivered separniely, )

Althenzh manmuste flaments and fhers winy have aricinully heen develiges],
1o replnes thelr narural ronnterpuirts for textilew, mevern rechnolozy has of
Mnded their vphere of nsefulness 1o jfuclnde hristling waterinls for hroushes,
Bhery for Jupwe, belting, and many ather nm»limthmn total)y unrelated to texifles
For example :

Filnments as large us 0.00-ineh nre enrrently heing considered nx reinfore
ment far swnll braided zosoline bose, Tithin the next few rearx it ix fenasihie
that flaments onsfaurtheined or creater in dinmeter will be reqoired for this
purpnse, expecinlle if usad in Jarger hrwes, e con reddily cisnnlize the use
af snrh filament In Bexihle hrse nx Inrge ag nneelgbrh-ineh diameter, Sulh a
hiwie wonld he. very nssful In such applientions ax refueling linek fnr ships,
alremitt, ete, where g hichestrencth, lighrweight, nanmetdllie suppart i«
impaortant.

Larce manafilament, either raund, aval, nr fiat, (s being considerad as webbing
for ontdonr farniture, A< strles change it it quire jemaible thot Blamert sy
dnswe ax nnataneth.ineh dhmo!" nr mare wil] heenme rimmod far This a)pliru.
tinon, reniari Aar snunlementing the saller woved 'eXlliv’ ho Yy, 113
nne nﬁuﬁmmmﬁHﬂmr bnetre
it nnder considerntian,  Thix, 10a, wonld he rampetitive far hea vy waven rextijes
now heing nsed.  "ivler the cireumstances, applientions usiag up to ane-fanreh.
ineh may be anticiputed ro hatd texrile and nontextile fieldx,

Ax now visualizged, many of there nues wayuld compere dlrectly with rurrently |
vsed textile prednets,

Nrisn Slaments ax lntge ag (BENInch diametsr, produred In Gormnm are
enrrently heing offers<) in this ~mntry. SUbile thiz materin] It preduminantiy
intended for.-nse {n mechunien} stresrswewsens, it wonll prohobir he <uitahls for-
at Jenst same of the abovementivna) applientions.  Tllaments as Miree ne 0070
inth diameter are being tsed ta ranver animn) hitdes thraugd the TaAFONS Pracsis.
ing eteps in the manufacture of Jeother. There I no reuxan why imparie)
filament ~anld not he nred §n this application alsn,

An interdigitating flathes faxtener made from heary milled n¥ion munofila-
ment IS In the enriy staces nf commerrin] develapment in thix mantry. A cimilar
tnstener Ix nlrenAY being prodnesd in Germany and efiarts hove mnde by the
Germans th sell the ralled filament lp thir eountry. (See xample deliversy
previangly,)

DPlense acrept our thanks for the time and courtexy exteniad tu ng hy rour.
self and memnbers af the staff, and {7 we can be nf fnrtber nrsigtanee, plense do
nnt hexrltate to enll on ns,

Roespacrfnlly snbmitted,

BrF. I RECAX. Dererlopment Repurtment,

STatTeMEY? To TRE TLS. - Tanrrr ComMMssaion ax  “Prapostn RIVIRED AND
CoNroOLIPATED TARIFT Sexenrirs, Scnrnrir 3, Trxriwr Finers avn Trxrns
Propt:ers.” Y THE Anomﬂm or COoTToN TEXTILE MPERCHANTR oF NEw Yoxk,
Npw Tokx, N.Y.

The ‘Axwcisting of Cottnd Textile Merchants nf New Tork ix eonipnund af
member Airma which are xsles divitions or snlen srenciex of tattan and other
textile mills Joxated thrauchaut tbe country. Through thewn sre nisrkeied st
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APPENDIX D

Comments of Mr. Russell Shewmaker of the U.S. Tariff
Commission and Mr. E.L. Stewart representing the Man-
Made Fiber Producers Association on the definition of
man-made fibers, 5 Tariff Classification Study, 400,
436-438.
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400

‘Slup that wou welte 1o S ivling i n )

NBRLIC NIV IRIUNK ! : -
]-mf'i*rﬁm;‘_\ﬁ_&domd A revnumeudntion which weuld distive
- eubdy, fur. exuqupie, 00 motahiaments on the hanln of wize, We do, emeover,
regnizse that she exjwrienced comoms examivet. which we fortunately have
In New York, weonkl reeignize that eertaln momdiinment dinneters wepe oh-
vionsly nut for textile Der, - We Bave nat taken & peaidthm ax 1o whether ar ot
nuprextile adaptotions uf manmade Shers may he clanaitied promptls ather than
under schedule IR, Llur mpin intereer fe that bt A} ewidr, textile aypheations
mf 1y o Rlwrs o Bnder wehadnle 1X, e tha It Wers - I
Jingis of exjwrience. Axiarience a? the exaniner. TR B PnORININeNl 1] K EIVeD
id s or TEAR Nt Wag JiPr Nee iy 16l o0F HFInIew,
i) therefare shiemihd e eltixd) Mustions provinlon, we wenld have
ne ohifeetion 1o That,
11 1t is poraddle 1o draw Innguage that dixtingoisher an the husix of manofin.
ment diameter that wonld nen allaw textieizad monofilaments 10 be trented as
wther than textiles. we wonll have no objection 1o thar,  We wonld lw haypy
10 dincuss such A Nitniiatinn with Yav in rewjminse 10 Teme enrlier invitation, We
are avallable ta Fay at yonr evwvenieirs (o xpend as much tinwe ag NIy b 1.
verA T 1D irnping out these rnhiems
T'l) ro¥ this. \We have a sample enrd which fllmtrates nantesi ile uses af mome-
filament ond of sumething which Yom eall either an artificin) horwehair ar o mone-
flament. Ope ix hrieties, and the other s nrian mannfilnment Highing line.
Now, we suhmit that i1 s impoasible tr distingnish on the dipensinn of the mann-
Sinment itnelf in thic form that is pnt np as Hshing linet hetween n texTile Doe
and & nantextile nse, unless it ix cut tn Jencth when it cumes in ARG You knaw
that it ir nghing lines, Ce think that it wuuld be meet unsound to adom any
provision that Twavld allow nyian monuSiament 1o he claxsifed risewhere 1han
npder the provirion for manasintuents of manmade fikers, because it is puwsihie
to bave some Breg which are nontextile prek. .
3. SHEWMARER. Do van think tbat it iz feaxihle 10 make this wejuirutinn xhort

4 he dexcipting Which. ThAneh 11 MAY have An eiement @i & T
<DL AMULLL ALIS [ 2iN 8HO. | % [IPATWETE (Tah, W ani Cotety)
L)

§ ip D0 The RY nerrent A2 the fase !
ﬁt. gﬂ:\un. T tBIDE ¥onh rAuIG Eet & “Aimenmion which, hy and larze, wapid

exclude items wwhich were not for textile applieation, We wauld not ahjert vo |

xoch ¢ provision.

Nz, SHECNARDR
o b . )

se provision,
Ld o

ar be orerplevine the mamniexity of the v

28 Daipatie) wizs oF (heas pIDDIAE NDES.
M1, STE®XAxT. We apree with ¥au, M7?. wmmaker. e think that an apnproech

based oD use wonld be diHeull to adminisrer, would hring uncertain results, am
would Jead 10 general dissatisfaction, hoth 1o domestic prodnrers snd 1o impart.
ers. Whbil: importers wauld like tn hate wbat ther record ns the proper and
Jaw rate. thet alsn would like tn bave certainty. They are in srmpathy with the
objective of this atvdy in the attempt 10 arhieve certainty. Ko are we. The hate
tlecTouné is. Trhat GUTY rate We are gning tn decide ar pited rertainty an. We
will agree 10 & dimmensional Jimitation un monatix, pravided it iz ene that dees net.
rup the substantial rink of exclvding what we know to he general applications
of textile monnBls, YWe ray that even thanugh the dnty may he hicher elserhere
at the present time. the Jeveln af @ Uty LNder nUr Jireaent TAle technjques sre &
YeIDporary. sccidental, graruitous thing. ond jt wonld be difhenlt for unyieady to
hare their recnmendations ap what the exhaing rate of duty ix,
M. SHEWMAKER. You syparently ascure in your presentation that rhis new
“fiwr K that ¥ou have predned i a monofilsment.  The sampies 1hat you xnle
nitied 10 Nx xome time ago Indiente that the preduet ew inode hux o 1eial denter
¢ 300 with 16 Individual mnonofilaments, with ne rwist,  As a matter of fact,
an & {racture of thisx hy hreaking It it daes, ne you juinted ont. hreak jute fix
individun) flnments, and If Yop were dedirong, Yon conlld mmpletely sejarate
fiber K Into it 10 et ller cize filamenix,
Mr, STEwary. You wanld nut get 16 usahle Slnments.
Mr. SHEW MAKER. TChether yon wenld rel 16 usabie Silnments, ot beust 1 re .
1ains 11x Shrous character, 1 am windering, would ¥ou acre thot there is sne |
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Juet u Anal word {n yegard (o the Jefinitian af nisntinde Her, peelf, 10 the
special Date 1A part 12 of seledule ¢, Cliere 16 somne findientiom that otheer sewdichen.
tiomg of the definition A smatuntde Hhwr whith You projesed In sehielule 3 wny
e enertained by v § nwn stire that it s g tamiling fact 1o ron.thnt after veiue
hearinzs an xehedule 3 members of euch Jmmee of Cougras sjemmnre) leebela o
tos amend) the detinitinn af rayan ur other exnthetie textlles in winelude 12, You
nixn kner, 1 sm sure, that the Members of Conzrese hud the henoft of Toarr
~1afT and the x1a8 of the Kureav of (‘uxtaums Ivan the technieal pnint af view, S
the sonndness af tbe legixiative dofinitin,

While the Commissinn ralind the artentinn of the cANLTESCiMA] ramniTIee

“to certain fuctors that the crnsnities mizht wish 1o remsider ae ftdicating tha
lecicintian was not near AppFoprinte, the fam »mnlm that the Cansress m*-"ud
Inth Inwe §n Aucust of this Year o detinition af rayon or ather eynthele “wo o),
and the dezigintive hisore usnkes it nfre slear that Congress, vty jih the
welliite of this INOUSTEE, Wittiten] 1os top enire thut there wamil) lae on frre oy s v
pexities in the elaveification of the carime Kinds of manumnde ilner  The '
STevs referres) Dot anly 14 the Ny new fumilies of Bhere Tthat ape Wiener ove)
apent, bt alue 10 the fnet ThAt there wWere DanteStile nses af m--.m Rimes, wignpe
nf which kad been held 10 And clnecitientiom autside of sehedule 1

TU'nder these cirenmetance, wiwrs (he CCangress witd al) of thm frforniatyr g
hefure it. knewing that You were enyaged in o gtndy of the relnreitiention of the
whole 1ariff schedules, nunderitikes j1self ta heziclnte into law o evapprehensive
defivition of manmade fibwrs, whirh ix whit ite dehnitinp af rurnn ~r arles
erprtheric 1extile is, we subanit the Commistion 110} ghendd paniern jic definition
afier the action of the Congrexs, .

We therefore requeset that the Commision, in formolotine s sven defindtiog
af manmwude fher, jsitiern it entirely upon the dednitind euncted Into luwe this
venr hy the Congrens

There iz ope porgihile excejition 10 whieh we winld srniesre, Kithough e do
nut ourselves advoesie 13, This ix In the case of hands or sirips. While an
the nne 