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DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS

THURSDAY, JUNE 22, 1961

U.S. SEiATE,
CoxTrEE OF FINANCE,

Wa8ldnqton, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 2221, New

Senate Office Building, Hon. Harry F. Byrd (chairman) presiding.
Present: Senators Byrd, Kerr Long, Smathers, Douglas Gore, Tal-

madge, McCarthy, Hartke, Wihiams, Carlson, Bennett, butler, and
Morton.

Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The committee will come to order.
The hearing today is on the bill H.R. 6611 which proposes to reduce

from $500 to $100 the duty-free allowance o? returning residents. The
Chair places in the record a copy of the bill and copies of the reports
on the bill received from the U.S. Tariff Commission, Bureau of the
Budget, Departments of Treasury, State, and Commerce.

(The material referred to follows:)
[H.R. 6611, 87th Cong., 1st gem

AN ACT To amenct paragraph 1798(o)(2) of the Tariff Act of 1980 to reduce temporarily
the exemption from duty enjoyed by returning president, and for other purpose

Be t enacted by the Senate and Hou#e of Repr entatite of the United States
of Amnerca in Oonree asembled, That paragraph 1798(c) (2) of the Tariff Act
of 1930, as amended (19 U.S.C., sec. 1201, par. 1798(c) (2), Is amended-

, (1) by striking out "$200, if such person" in subdivision (A) and insert-
ing in lieu thereof "$100 if such person arrives before July l, 1968 (or $200 if
such person arrives on or after July 1, 1968), and be either", and

(2) by striking out "$800 in addition, if such person" in subdivision (B)
and Inserting in lieu thereof "$800 in addition, if such person arrives on
or after July 1, 1963, and he".

(b) The amendments made by subsection (a) shall appy with respect to
persons arriving in the United States on or after the 80th day after thQ.4ate.CZ
the enactment of this Act.

Sm. 2. In applying paragraph 1798(c) (2) (A) of the. Tariff Act of 1930, as
amended, to articles acquired In the Virgin Islands of the United States by any
person-

(1) who arrives In the United States (as defined in section 401(k) of
such Act) during the period beginning on the 30th day after the date of
the enactment of this Act and ending on June 80, 1968, and

(2) who has remained outside the United States (as so defined) for less
than 48 hours,

the 48-hour requirement in such paragraph 1798(c) (2) (A) shall be treated
as satisfied.

Passed the House of Representatives May 17, 1961.
Attest:

R&Lze R. Rouw4 Oflrk,
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U.S. TARIFF COMMISSION,
Washington, May 31, 1961.

REPORT ON H.R. 6611, 87TH CONGRESS, AN ACT To AMEND PARAGRAPH 1798(c) (2)
OF THE TARIFF ACT OF 1930 To REDUCE TEMPORARILY THE EXEMPTION FROM
DUTY ENJOYED BY RETURNING RESIDENTS, AND 'FOR OTHER PURPOSES

Section 1 of the bill responds to one of the President's recommendations in a
recent message to Congress for easing problems arising out of the existing un-
favorable balance-of-payments posture of the United States by reducing the duty
exemption allowed residents of the United States returning from abroad from
$500 to $100. However, unlike the President's proposal, the bill would reduce
the exemption only for a temporary period of approximately 2 years ending
July 1, 1963. Section 2 of the bill would, in effect, waive temporarily the 48-hour
absence requirement applicable to the returning resident claiming the $100
exemption with respect to those articles that he acquired in the Virgin Islands
of the United States.

From 1897 until the enactment of Public LaW 540# 80th Congress, approved
May 19, 1948 (62 Stat. 242), the duty exemption allowed a returning resident
wa-4 limited .to $100. Under the Tariff Act of 1930, the $100 exemption could
not be claimed more than once in 80 days.

Section 36 of Public Law 721, 75th Congress (52 Stat. 1093), amended the
$100 exemption provision in several respects, including the introduction of an
absence requirement, of not less than 48 hours, with the provision that in the
case of persons arriving from a contiguous country which maintains a free zone
or a free port the Secretary of the Treasury was authorized to establish absence
requirements of 24 hours or less. (Mexico is the only contiguous country that
maintains a free zone or a free port.)

Section 2 of Public Law 540, 80th Congress (62 Stat. 242), added an addi-
tional allowance of not exceeding $300 to U.S. residents returning from abroad
after an absence of not less than 12 days. This additional exemption is limited
to once in 6 months. As a result of this amendment, a returning resident could
claim an exemption of a total of $400 in value If he was absent from the United
States for not less than 12 days.
, Section 9 of Public Law 378,.81st Congress (63 Stat. 896), increased the $100

exemption to $200, thus increasing to $500 the total exemption for residents
returning from abroad after an absence of 12 days.

For convenience, the $200 exemption will hereinafter be referred to as the
"basic" exemption, and the $300 exemption will hereinafter be referred to as
the "additional" exemption.

The Increase in the basic exemption from $100 (which, as noted before, was
originally established in 1897) to $200 was motivated largely by the change in
the purchasing power of the dollar since 1897. The additional exemption, how-
ever, was adopted principally as an aid to the dollar-hungry countries of West-
ern Europe., In view of the present excessive drain on U.S. dollars and the fi-
provement in the dollar situation in the countries of Western Europe particu-
larlv, there would appear to be justification for eliminating the additional ex-
emption The reduction of the basic exemption from $200 to $100 would impose
no hardship on U.S. residents returning from foreign travels. It should be
noted that the'goods passed free under the exemptions are valued on the basis
of their foreign wholesale price.

The Tariff Commission has no readily available information that would enable
it, to estmate the amount by which foreign purchases by U.S. travelers abroad
wlld be reduced if the'total exemption is reduced to $100. It is believed that
the. majority of U.S. travelers abroad do not claim the full exemption now
allowable. I-

The special temporary waiver of the 48-hour absence requirement is designed
to' perffilt the allowance of the $100 exemption for purchases made in the Virgin
Islands by tourists who are in the islands as a result of a short airline side trip
to the islands from their vacation site in Puerto Rico (a part of the customs
territory of the United States). These vacationers now have an allowance of
only $10 under the provisions of section 321(a) (2) (B) of the Tariff Act of 1930
as they seldom spend a full 2 days outside the customs territory in making such
side trips. It is not known to what extent these trips are made.
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EXECUTIVE OFFICE OF THlE PRESIDENT,.
BUREU OF Tuz BunGEr,

Wahlington, D.0., June 9, 1961.
Hon. HxuY F. BYRD,
Chairman, Committee on Finance, U.S. Senate, New SenaMte o.2 Buildftng,

Wadhington D.C.
MY DEAR MR. CIIAIRMAN: This is in reply to your requests of February 11 and

May 19, 1961, for reports on S. 877 and H.R. 6611, bills which would reduce the
exemption from duty enjoyed by returning residents.

In a letter to the Speaker of the House on February 24, 1961, the President
recommended that the exemption be returned to the $100 level for a temporary
period. H.R. 6011 as passed by the House of Representatives provides for such
a temporary reduction in the duty-free allowance. The Bureau of the Budget
therefore recommends your favorable consideration of H.R. 6611, rather than
S. 877, which would provide for a permanent reduction. Enactment of H.R.
6611 would be in accord with the program of the President.

Sincerely yours,
PHILLIP S. HUGHES,

A88itant Director for Legislative Reference.

THE SECRETARY OF THE TREASBRY,
Washington, June 8, 1961.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance, U.S. Senate, Washington, D.C.

DEAR Ma. CHAIRMAN: Reference is made to your request for the views of this
Department on H.R. 6611, to amend paragraph 1798(c) (2) of the Tariff Act of
1930 to reduce temporarily the exemption from duty enjoyed by returning resi-
dents, and for other purposes.The proposed legislation would provide for a temporary reduction from $500
to $100 in the amount of purchases abroad that a returning resident could bring
into this country free of duty. The reduction in exmeption would apply to all
persons arriving in the United States 30 days after the date of the enactment of
the act and before July 1, 1963. The bill would further waive the 48-hour re-
quirement with respect to tourist purchases in the Virgin Islands.

The President, in his message on the balance of payments, urged the enact-
ment of legislation reducing the tourist exemption to $100. Subsequently he
sent to the House of Repre-.entatives a draft of legislation to carry out this
recommendation. H.R. 6611 would implenient the basic provisions of the Presi-
dent's recommendation. In view of this, the Treasury Department strongly
recommends the enactment of HR. 6611.

The Department has been advised by the Bureau of the Budget that the enact-
ment of H.R. 6611 would be in accord with the program of the President.

Sincerely yours, DOUGLAS Du.LolI.

DNzPATmzr OF STATE,
June 14, 1961.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. Senate. -

DEAR M&. CHAIRMAN: This report on H.R. 6611, a bill to amend paragraph
1798(c) (2) of the Tariff Act of 1930 to reduce temporarily the exemption from
duty enjoyed by returning residents, and for other purposes, Is submitted in
response to your letter of May 19, 1961. Your letter was acknowledged on May
23, 1961.

The proposed bill would reduce from the present total of $500 to $100 the
aggregate value of articles which a returning resident of the United States
may bring into the United States free of duty under paragraph 1798(c) (2) ,of
the Tariff Act of 1930, as amended. The Department underdtahds that the
proposed reduction is designed to 'contribute to the solution 6f the'present deficit
in the U.S. balance of Internatioznal payments.

i -. ,
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The Department supports enactment of the proposed bill as being in accord
with the President's program.

The Bureau of the Budget advises that there is no objection to the presentation
of this report and that enactment of the proposed legislation would be In accord
with the program of the President.

Sincerely yours,
BROOKS HAYS,

Assistant STccrctary
(For the Secretary of State).

GENERAL COUNSEL OF THE DEPARTMENT OF COMMFMCF,
Washington, D.C., June 8, 1961.

Hon. HARRY F. BYRD,
U.S. Senate, Washitgloi D.C.

DEAR S I ATOR BYRD: This is in reply to your letter of May 19, 1901, request-
ing the views of this Department, with respect to H.R. 6611, as passed by the
House of RepresentativeA, an act to amend paragraph 1798(c) (2) of the Tariff
Act of IMOe to reduce temporarily the exemption from duty enjoyed by return-
lng residents, and for other purposes.

This act would reduce from $5O0 to $0 the amount of articles purchased
abroad that a returning U.S. resident may bring back free of duty. This
change would be effective for 2 years. We favor enactment of such legisla-
tion.

The President, in recommending such legislation to Congress, pointed out that
the present duty,'free allowanceea were established shortly after World War 11
as part of our effort to alleviate the dollar shortage situation then prevailing
In most foreign countries. This situation no longer prevails; on the contrary,
we now have a belance-of-payments problem of our own. While our situa-
tion is getting better and other steps are being taken to continue such improve-
Inents, we believe that the continuance of the more liberal customs exemption
designed to encourage extraordinary American tourist expenditures abroad is
not now warranted.

The Bureau of the Budget advises there would be no objection to the sub-
mission of this report from the standpoint of the administration's program.
The Bureau also advised that enactment of this legislation is in accord with
the program of the President.

sincerely,
RowT E. GEs.

The CHAIRMAN. The Chair desires to insert in the record a state-
ment by the Honorable T. J3.Dulski, Representative in Congress
from New York, who favors amending the bill to exclude Canada
and Mexico from its provisions.

(The statement flowss)
STA mMT oi lloax. T. 1. DULSK!, A REPRESENTATIVE IN CONGRESS FROM THE

.... STATE or Nzw YORK

Mr. Chairman and distinguished members of this committee, I appreciate the
privilege of presenting my position with respect to the Housepassed bill to
Xreue tmporamvily the exemption from duty enjoyed by returning residents,
vtl* In y7:our committee today.

No one is more concerned with the balance-of-payments position of this coun-
try than I am, and I admire the vigor with which this administration has
approached this very serious matter. We have already observed a reversal
in the previous gold flow pattern.

We have been requested to approve this legislation in the interest of con-
tributing a solution toward our balance-of-payments problem. But we should
all rscognl that the estimated saving in gold outflow of about $150 million
will not carry us too far along this path. I have deep reservations that the
pending proposal will save that much, but that is another matter.

What concerns me most is, aside from the fact that it may not accomplish
too much to improve our balance-of-payments position, that it will unquestion-
ably unbalance the deep friendly ties We have painstakingly built up over the
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years with our negihbors to the north and south--Canada and Mexico. This
result is inevitable. And we are taking this action at a time when we need
this friendship more than ever before. Instead we should be striving to solidify
and strengthen our relationships in the interests of the longrange challenges
now presented to Western Hemisphere nations by the establishment of a
Communist regime in Cuba.

H.R. 6611, which is before your committee today, will serve to weaken these
bonds and may even prove to be much more disastrous than anY. imbalance in
our payments position.
:There is another point I woulC like to bring to your attention- not to be

overlooked in the case of our contiguous neighbors. Over the years, in the,
field of tourist trade, we have continuously enjoyed a favorable balance of'
trade with our northern neighbor. In 1959, for instance, Canadian tourists
spent some $100 million more in the United States than our citizens spent in
Canada on tourism. The figures for 1960 have not been compiled as yet, but it
is fairly certain that much the same balance has existed in our favor. If
Canada should retaliate--and who could blame her--this night very well serve
to cut down on Cnaadian tourist purchases in the United States and nulliY,
this attempted move to improve our balance-of-payments position.

While our tourist trade with Mexico in 1959 showed a balance in favor of
Mexico of some $190 million, we cannot overlook the effect this proposal is
obtain to have on the sizable quantities of money spent b)+ ou tourists on
lodgings and meals in the border States., As you know, the special absene0l
requirements applicable to tourlstst who would claim present, U.S. exempttos
dre waived, in large part, for travel to Mexico. The reason for this is that.
the greater number of U.S. border tourists visit Mexico by day ,nd spend' th*
eening and night in one of the border States. If we discourage' this toiail&,
trade, which we undoubtedly will if this proposal becomes law, then man
of these border Interests will be severely hurt

Further, we cannot ignore the fact that on an overall basis, we sell about
twice as much to Mexico as we buy from her. In 1960, our exports to Mexico
were $806.8 million whereas our imports from Mexico were some $448 million
Here again, any retaliation on the part of Mexico could serve to cut down thkq
very large favorable balance of trade we now enjoy, to the ultimate detriment
of our balaqce-of-payments position.

I represent an area of New York State which has fostered and built up a lar
part of the World-renowned friendship between the people of the United Stats,
and the people of Canada. We, in the Buffalo and Niagara frontier area, have
played a maJor role tn nurturing these ties of ao cabler ,d, peaceful sid"y-
side CoexItence with the people of this great PomInuo to the north.

Whent '.R. 6611 was before heHouse recently,' the6Hse *ules ptvenek m
offering all amendment t exclude Canada and Mexfc kror t provisions.' I.
thdrefore, urge youth' honorable committee to weight, beavil4 all thb facts
consider a revision which would continue the present customs treatment of
American tourists returning from Mexico and Canada.

The CHAIRMAN. The first witness is the Honorable A. Gilmore
Flues, Assistant Secretary of the Treasury, accompanied by Assi*at
Commissioner of Customs, David B. Strubinger.

STATEMENT OP RON. A. GILMORE FLUES ASISTAVT SECRETARY
OF THE TREASURY; ACCOMPANIED BY DAVID B. STRUBINGEX,
ASSISTANT COMMISSIONER OF CUSTOMS

Mr. FLuEs. Mr. Chairmog and the other ntlenen of the Senate
Finance Committee, my name is A. Gilmore Flues, and I am Amistant
Secretaxy, of the Treasury.

At my left is Mr. David Strubinger, who is the Assistant Cow i*
•JT ppkeciate thi .opiortuity to appear before you: this mornaig
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The bill which you have under consideration, H.R. 6611, to reduce
the customs exemption for returning American travelers, is described
as follows in the President's February 6 message on balance of pay-
ments and gold:

After World War II, as part of our efforts to relieve the dollar shortage
which then plagued the world, Congress provided for two additional increases
of $300 and $100 in the duty-free allowance for returning travelers, for a total
of $500. The primary purpose for this change having vanished, I am recom-
mending legislation to withdraw this stimulus to American spending abroad
and return to the historic basic duty-free allowance of $100.

As introduced in the House of Representatives, the legislation pro-
vided that the return to the $100 duty-free allowance would be effec-
tive for a 4-year period. Pending consideration of the bill by the
House Committee on Ways and Means, Secretary Dillon wrote the
chairman of that committee on April 25, in response to his request
for a statement of the President's views, as follows:

While the President recognizes that the balance-of-payments pressures have
eased somewhat, he does not believe that the problem has been solved. He fur-
ther believes that there is a real and urgent need for reduction of the exemption.

The President feels that the seriousness of our balance-of-payments situation
can best be presented to the country and to the world by legislation establishing
the tourist exemption at $100 for a fixed period. This would require a review
of this policy at the end of the period by the Congress and the President in light
of our balance-of-payments situation at that time.

Subsequent to this, the House Committee on Ways and Means re-
ported out a bill to reduce the duty-free allowance to $100 for a 2-yearperiod. This bill, passed by the House of Representatives, is now
before'you.

The present law establishing the duty-free exemption, which the
bill before you seeks to amend, is paragraph 1798(c) (2), Tariff Act
of 1930. This law in its present form allows returning American
tourists two basic exemptions:

Two hundred dollars exemption: Anyone who has been abroad at
least 48 hours is permitted to bring in goods valued up to $200 without
payment of duty. This exemption may be repeated on subsequent
foreign visits provided no part of it has been utilized within the
preceding 30 days.

And I call your attention to the following exceptions:
For Lower California-Mexico crossings the minimum time out of

the United States is 24 hours. There is no time limit for other Mexi-
can border crossings, and H.R. 6611 would remove the time limit also
for articles acquired by U.S. tourists in the Virgin Islands.

Senator BE NNfr. When you say there is no time limit, you mean
that a man can duck across the border and return in 10 minutes and
have a $200 exemption.

Mr. FLUES. Yes.
Senator WLLTAMS. How often can he go I
Mr. FLUEs. Once every 30 days, only every 30 days.
Senator BE.NN=T. He can go across, buy $200 worth and come back

in 10 minutes I
Mr. FLUES. That is correct.
Three hundred dollars exemption: In addition, persons who have

been outside of the United States for 12 days or more receive a sepa-
rate and additional exemption of $300 which is available once every
6 months ...
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The proposed legislation seeks to do away temporarily with the
$300 exemption, and cut the $200 exemption down to $100.

The increases in duty-free allowances took place at a time when
many foreign countries were receiving assistance from the United
States under the Marshall plan. There was a very strong worldwide
demand for U.S. export goods because of the shortage of these com-
modities and the general pressure of postwar demands on the war-
strained economies of Europe. During those years, these nations were
experiencing heavy pressure on their international balance of pay-
ments, and our liberal duty-free allowances were a distinct help to
them.

The situation has now markedly changed. The leading countries
of Western Europe as well as Japan have accumulated large gold and
liquid dollar holdings as a result of their strong export position in
world markets. But our present duty-free allowances continue to act
as a unilateral concession on their exports to this country, because
at the same time the United States is experiencing large deficits in its
balance of payments. As an increasing number of Anerican tourists
return each year, their purchases abroad represent a significant item
in our payments deficit.

A $400 reduction in the duty-free exemption is going to have a dis-
tinct effect. We have made an estimate of how g an effect this
will be, but I cannot guarantee it to be exact, because we are here
trying to predict human behavior. However, there is good reason
to believe that the reduction in exemption would reduce tourist pur-
chases by somewhere between $140 million and $175 million.

This cannot be regarded as an insignificant figure. It represents
8 to 9 percent of what we regard as the basic $1.9 billion deficit in our
1960 balance-of-payments accounts..

The CHAIRMAN. Mr. Flues, do you have an itemized statement of
that $1.9 billion ? I

I have heard figures ranging from $4 billion down to $1.9 b llon.
M r. FLUES. I point out that this is the basic deficit, sir. But I do

have an itemized figure.
The CHAIRMAN.,By "basic," you mean the actual money that we

send out of the country, $1.9 billion more than we get back?
Mr. FLUES. This is taking out the short-term movement of capital,

and, also the speculative capital which flows abroad, and then comes
back.

The CH. RMAN. Where does the figure of $4 billion come from
We meet it time and time again.

Mr. Fiums. I think you are referring probably to the $3.8 billion
rather than $4 billion.

The CHAIRMAN. Well, let us take the cost in military. EHow much
is that ?

Mr. FLUES. It comes roughly-the military expenditures abroad for
the year 1960 were $3 billion.

The CHAIRMAN. $3 billion?
Mr. FLUES. Yes, sir.
The CHAIRMAN. Give the other expenses.
Senator LONG. Would you break* that down O9 that'$8 Iillon

how much of it is Europeani?. , : dw t
Mr. FLumS. I do not have the' b idon as btwe6n Euro 0ean

expenditures and southeast Asia, for instance.
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Senator LoNo. Is not that what most of it is, maintaining these
enormous troop establishments in Europe that were agreed to around
1949 and 1950?
Mr. FLmm. Certainly the main portion would be in the European

area.
The CHAMrMAN. Does this $3 billion include any military equip-

ment that is purchased from this country and sent abroad?
Mr. FLUES. These are military expenditures abroad, and they are

not including, for instance, purchases for military equipment here
in the United States.

The CHAICRUAN. I understand. That excludes any payments made
in this country?

Mr. FLUES. That is right.
The CHAIMMAN. These are funds that are expended in Europe?
Mr. FLuES. In part, sir.
The CHAMMAN. Go ahead. I was interested in establishing that for

the record. It is a very important question.
Mr. FLvus. There are investments abroad of some $2.5 billion.
The CHAIRMAN. That is actual money that leaves this country?
Mr. FLUES. In part, sir; these are investments abroad by American

private capital.
And then there are U.S. Government grants and credits, a gross of

$3.4 billion.
The CHAPMAN. What was that?
' FLuEs. $3.4 billion.
The CHAIRMAN. Of what?
Mr. FLum. US. Government grants and credits. That would be,

for instance, your economic aid.
The CHAIlMAN. Is that the foreign aid I
Mr. FLuts. That would be included in that sir.
The CHAIRMAN. All of that is spent outside of this country, is that

correct!
These figures you have given me are funds, not of any foreign aid

or any equipment or anything else that we send abroad that is first
purchased in this country; that is excluded?

Mr. FLUEs. No, sir.
Mr. Schaffner f 'the Treasury Department's Office of International

Finance informs me that this figure of $3.4 billion includes goods
which are sent abroad for foreign aid.

The CHA RMAN. Is that included in the imbalance of payments
calculations?

Mt. FLukS. Yes, sir.
The CHAMMAN. Now, military is $8 billion what'
Mt. FLUs. Military expenditures of $8 billion.
-The CH.xRMAiq. Investments abroad, $2.5 billion ?
M. F s. $2.5 billion.
The CHAIRMAi€. Foreign aid ?
Mr. FLum. $3.4 billion, foreign aid.
The CHAIRMAN. Is that 2, or 8?

, ,Mr.. FzL,~s. 3.,T
PensioiiS ad i6inittsices of $800 million.
The tAnAN. ho t1those pe'onst
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Mr. FUFFs. Well, I expect if someone has earned a pension, here
and lives abroad, it. is forwarded to him.

The CHAIRMAN. Does that include social security payments abroad ?
Mr. FIxF a. Yes, sir.
Senator WILLIAMS. Do you have a breakdown of that $800 million

as to how much of it is for American citizens and how much for other
Citizens?

Mr. FLUFS. I do not have a breakdown of that figure, sir.
Mr. Schaffner thinks we can get a breakdown for you, Senator.
(The following was later received for the record:)

U.S. remittances and pensions, 1960

Total U.S. remittances and pensions, net --------------------------- $848
Less private remittances, net -------------- ----------------------- 683

U.S. Government pensions and other transfers ------------------- 215
I Breakdown between payments to U.S. citizens abroad a0 non-U.S. citizens not avail-

able. However, it to estimated that at least bait goes to U.S. noneltisens, primalfy in,
the Philippines.

Senator Loira. While you are doing that, would you get a break-
down of the military figure, what percentage of that goes to Western
Europe, as compared to southeastern Asia and other places, by areas

(The following was later received for the record:)

U.S. defense expenditures entering the U.S. balance-of-paygmenUt, fiscal ear 160

Total ------------------------------------------------------- $3,020

Western Europe'-- ------------- --------------------------- 1,686
Other areas ----------------------------------------------- 1,884

AIncluding Greece and Turkey.

NoT.-Of the $1,68e million spent in Weeteri Buroo*, $12 million was In tile form
of loal currency. bt the $1,884 miion spent eisewhate, M million was in the form of
local currency.

Mr. FLum. We will get that, i3enator,
The CHArMAX. What is the next item?
-Mr. FLUE&. Our merchandise imports last year were $1417 billion.

Those were the imports coming into this country.
Then you have an item of $5.6 billion for nonmilitary services.

That is the charges for services movimg in this direction.
Senator LONG. The $5.6 billion is what, nonmilitary charges, you

_[r. Ftuma. These are nonmilitary services, $5.0 billion.
Senator TALmAmwX What would a nonmilitary service1e1 Would

that be a service for the military? . e
Mr. FL mUs.E ,. nothing connected,with the military, senator ,
Senator TALMADOB'. Give us some example of what'a nonnltaryverviewouldibe .;. .. -. -. , ,',Mr. F Fri freight paid on foreign. shipn ts, and

banking services, insurance on shipping, things like. that..
SenatortoG. That i, payments that we are making to th , iS

thatit?. . .Mr. F~uNB. Yes, t a~is cor , °?

Senator, TAIJMADE. Tn other w rds, it is all foreign exchange paid
anywhere for a service and not a commodity ?
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Mr. FxLuS. Correct, sir. It does include tourism, however.
Senator TAL.MA1XN;, It does include tourism expenditures?
Mr. FLxs. Yes, .Ar.
Senator BFNNrr. May I ask a question, Mr. Chairman?
The CIAIRniAN. Yes, Senator.
Senator BENNmxpr. Do you have any figure for the value of duty-

free merchandise brought in by tourists above the $100 that you now
recommnendI

Mr. FLtr s. The value of the merchandise brought into this country
above th-

Senator BPNNTrr. Yes. We are talking now about the effect of
this bill, and how many million dollars worth of merchandise do
American tourists bring back in, mnd how much would that be reduced
if we reduced their present duty-free allowances to $100?

Mr. FLUzS. In relation to your first question, the amount came to
around $335 million over and ahove your $100.

Senator f19IEM'Ir. -What is the total when you include $100?
Mr, Ft".u. $420 million.
Senator BpwNmN r. The total is $420 million, and $835 million of

that is over $100?
Mr. FLuEs. Over $100, yes, sir.
Senator B NNEzTT. In order to bring anything over $100, the tourist

first has to bring in $100?
Mr. FPLwv That is correct. H6 has an exemption up to the $100.
Senator BENNETr. Now, $385 million from $420 million is $85 mil-

lion. And the impression I get from these figures is that everybody
brings in $500 worth, because in order to have the total go as tigh as
$420 million, everybody would have to bring in $500 worth. Are you

not just backvards ?
• Mr. Fu... Sir, actually as this breaks down, the number of writ-

ten declarations of returning residents takig advantage of their ex-

emptions over $200 per person came to 300,000 declarations..
And the average value of the exemption per declaration was $479.

Now, of the other written declarations, with the exemptions betWeen
$100 afnd $200*per person, there were some 1 milon of those filed, and
it is estimated that those ran out to an average of $150..

Then with the exemption Under $100 er person, agtin there were

approxbnmntely 1 million declar.tions, and those average values ran

to $s0
Then there we'e oral delaration, because on the Mexican border

and the Canadian border written declarations are not required. There
in the area between $100 and $200 per person, the average exemption
is ftgitred at $150.

An(d with the exemption under up to $100 per person, it ran out

to "ot
Senator BzNNW'r. If this is a statistical average, then I would have

to seeg figures and have time to do the multiplying. Let m6 repeat
my question agpai.

What was the dollar volume of imports or the dollarValue of ma-
terial brought in by returning tourists, assuming that every tourist

who brou ht in more than $100 worth did bring 1 $1 00 worth on

which he iad to pay no duty? What was the dollar value of all the

merchandise brought in here of $100 and less,, and what was te



DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS

dollar value of merchandise brought in, in excess of $100, whether
it is $200 or $5001

I am trying to figure out what the actual reduction in imo rts or
the value of returning goods would have been if there had been a
$100 limit on it last year.

Mr. FLus. In answer to your question, sir, for those using an
exemption under $100, the total, as figured by customs for 1960, ran
to $85 million.

And the merlandise brought back in under the total exemptions
came to the balance of that, which would be $835 million.

Selator BPINNm-r. But everybody who brought in more than $100
had a $100 exemption. And you have just added the value of those
people who did not use more than $100, and you have not included
fhe $100 basic value that everybody was given who brought in more
than $100.

Mr. Fimrg. So the total answer to your question becomes a figure
which we previously stated, $420 million.

Senator BF4nNFrr. But that does not answer my question at all.
My question is: If there had only been a $100 exemption last year--

and you have told me that there was only $85 million worth of mer-
chandise brought in by people who only claimed $100-

Senator MoUTN. $200.
Senator 11PNi'rt. My question is related to the $100 exemption

proposed in the bill we are considering.
Senator WrILAAMs. Will you yield a moment?
Senator BENz1N~rr. Yes.
Senator WILLIAms. How many tourist declarations were involved

in that $35 million item I
Mr. FLUV.s'. 1,685,000 declarations.
Senator WILLIAMS. Now, each of those were entitled to $100 under

this bill'-would be--is that correct?
Therefore, $168,500,000 of that would be duty free even under this

bill ;is that correct ?
ir, Fr Aims. That could be so.

Senator WILrAMs. Therefore, you would subtract $168 million from
your $335 million in order to give you the figure which is over; is
that not true? That would give you the figure that the Senator from
Utah is trying to get?

Senator B. m-r. I worked at it the other way, Senator. You say
the other figure is 420?

_Mr. FLUES. That was the total, sir, the total value of exemptions.
senator BE.NN-rr. So we are talking about $168.5 million., Does

that relate to the figure in your testimony which says this w ild
reduce tourists' purchases somewhere between $140 million and $175
million ?

Mr. klws. Roughly in that area, sir.
Senator BENrm rr. Of course that is an assumption; you cannot

tell whether tourists would prefer to continue the purchaIse and pay
the tax ?

Mr. Fru. That is the unknown quantity, what the behavior would
be.

The C1AmN?. What is the average imprt duty, would you think,
on this?

11
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Senator B.NNqmrr. The testimony, Mr. Clirman, is 15 percent.
The CHAIRMAN. Fifteen porcentd
Mr. FnTixs. Yes, sir.
The CHAIRMAN. Tn other words, if you brought in $500 worth under

your bill, they would pay $601
Mr. Firr. That is correct, sir.
Senator BRNNmTr. And if they brought in $167 million worth, and

chose to buy that and pay duty at 15 percent, there would be about
a $25 million increase in the revenue of the customs; is that right

Mr. F ,rLs. That would be correct, sir.
(The following was later received for the record:)

Tmlsuait DIWAWkMU NT, Ustau OY CUSTOUs

Nett,.altE pohsltal -reductoe in pwurchaa obroa4 by retamirntg UR. rt'e&fe,,ts
4t the perowal exeemption uteder par. 1798, Tarrif Art of 1980, an ameded, J'
woed of iron 1600 to 1060 (based on February 1961 survey of 1960 deolara.

Und wnt nder $100 exemiption
- - -n

Total value
Averae zlxemrn Maximum of exemp.

b vlue of tiona that p(t913lal tions
of declar- exemp- would reuotlot

tio4a tl!na per bavew~ in oxemp-
d Uln allo wable

I. Written deekatlons of rturnin
reidetls with exemptions valued In
Itm of wreo"er I .......... M0000 $470 80.000000 1110,00.0o $140,000

(e) With exqupttone between
0 Anaam pern . 1,000.000 180 1oo, o00,000 8,000,000 1 00(h, 000

(6) with exerptod under 100
W. P a .................. 1,00,0 0 80,000,000 Nons 80,00o0

.' Oral deehmuons:
(a) With exempt" na between

A100~n4 pawsn-.., SA0,000 180 80,000,000 156000,000 4,0,0
*)Wtb xetn~tift wder 4100
per erson................ 0 OO 80 34, 000, 000 None 85,000.000

Total ..................... 00000. ooo0i-, 00 420,000.00

S ' paor WiLAms. Is one of the arguments in favor of this bill
-tht you are proposing an effort on the part of the administration
tore ca h amount ofdollar which are abroad in the hands of these100, t 'ies ', ..

Mr. Fvus. Yes, Air.
hit s an attempt to conserve American dollars and kep themi on this

06.d of the water.
-Snator WmLiAms. Would the Wanse objective be achieved by st ric-

Ugtln 7 Illtoit out of the foreign aid'program of the dollars we a*'e
sending abroad?
, wo4 not ask you to comment on the meits; I am speakrg of the

-'-Mr.Fwim. I do not think I shoulA comment on that, sir. Thle
are two entir y different pieces of Jegislation.

Senator WIW Ms. I am not aikdnp you to comment on the merits.
I eogi~ie that is before another committee. But I am speaking of
the mrahematics of it, from a dollar standpoint, purely from the
mathematical standpoint, would thi same result be achieved if It was
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$107 million taking froin the dollars we are sending over iii foreign
aid?
Mr, FLuas. Well, sir, your mathematics probably are as good As
ine, or better.
Senator WILAMS. The difference is, I am not ashamed of my

mathomaitics, and 1 am asking you the question.
Mr. Fixvrs. I think we always have to rcniomber that a large part of

our foreign aid program is spent for U.S. goods and services right
here in this country.

In fact, one of the objectives is to try to work up to as high as 80
percent. makiig all these purchases of goods mid services right here
i ti United tates.

Senator WIrTIAMs. That is a very good statement on the objectives.
And now that we are oommenting on that, I will go back to my ques-
tion.

Would the mathematics be the same if we took it out of that portion
of the foreign aid we are making as gnmts?

Mr. FLuF. I think it would, air. You could figure it out that way,
if it went into the same pocket. That is, if all foreign aid grant dol-
lars were paid to foreigners.

Senator CAWLsoN. These figures you gave the Senator from Utah
and the Senator from Delaware dealt with declarations that had beenmade. ,

What about this trade that we have where there are no declarations
across the border, where do those figures come in ?

Mr. FLuEs. The best we can do there is to make estimates aud tobae
these figures on experience.

Senator CARsoN. Do you have sone estimates, do you:have some
figures oh the oral declarations ?Mr. Fzrns. Yes, sir.

On the oral declarations in the area of exemption between $100 atid
$20 perJerson, it -was believed that there were some 300,000 delar-
tions in tat category, and the average value of the exemptions ae
to $150.,

Senator CAULSONJ That is inexceasof the $100?
Mr. FAms. That is correct.
Then with exemptions under $100 per person there were some

700,000 declarations, it's estimatedwitl an average value of _$0.
8enor CARSON., Thank you very much. ,, ,, I i .
Senator M rbnT . :In other words we are, dealing with 300,000 dec-

laratimns that came to $160, and if this bill Weropased, asuqi
these people did not pay it, went over their limit and dd not pay thie
duty the amufit 'of +money evolved is $50 on 800,000 4qclwatigoia.

thereee wosome 700 000 dcar4ions.,
Senator, Moom. am taln about ,ie 8&00 0thav7re der$200 that wete afeted,, Thetotir 700,000 wo4d ,qf. tbe afft by

this House bill.
Mr., F±tms. If these people: stayed under a $X.004ecia toon, :iat

wouldbetrue. , .
Senator Mon'ro. So we are talking about oral declarations o 00

each oh 80,000, Nt'hich is;$15 million; is that correct? .....
*Mr, w F w , Thatis correct,. .
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'Senator BNE mr. There is another interesting angle at this point.
In your testimony you point out that this privilege of having a $100
duty-free allowance was set up in 1930, and that it was changed
immediately after the war.

I have sent out and got some figures indicating the shrinkage of
the dollar between 1946 and 1961, which is roughly one-third.

So if this bill passes, we are saying to the American tourist:
"You can only bring back two-thiixs as much in value as you could

in 1946."
When you are reducing back to a $100 allowance, you are, in. effect,

-reducing him below the level that was permitted when the law was
changed, not reducing him in actual value to the level at that time.

And this, I think, deserves serious consideration.
Mr. FLuES. Senator, in answer to that, of course, this $100 exemp-

tion goes back as far as 1897, 1 believe.
Seantor BENNEw=.. I am not only taking you back to 1946, when the

law was changed.Mr. FLUEs. I also point out in that connection that your rates of
,duty today are less than half of what they were in 1930 and earlier. I
,would also point out that there is a much greater number of Americans
traveling abroad than in those early days, so that their volume of pur-
-chases becomes muck more significant.

Senator. BFNwN ,,r. This is interesting collateral information, but
if a tourist we' abroad in 1946, and stayed within the $100 limit, he

* did not have to pay any duties. By passing this law~today we are
saifn gto a tourist:

"You can only bring back two-thirds of the value that you could
bt ing back in 1946 duty free."

And we are doing his because we are hanging on to a figure and
,:not taking into consideration the changes in the value of thb dollar.
" ' I wanted to get this point. in the record because I think it is signifi-
;cant and indicates the trouble we can get, into when we make quick
.]Udgments..

The administration apparently is trying to solve this outflow of gold
.problem by upsettin g'the present pattern., and .returning to some
previous pattern without taking into considerati6n many changes

'that haive 6decurred since the previous law was passed.
• Mr. Fitts. I 'might :also make the' observation" Senator,, in line

.with your observation, that whilethe purchasing power of the dollar
-may have gone down to the figure you say, the number, - dollars
learned by an individual today us considerably greater on the average
'-than bak in 1930."

Senator Bi~qmrmr. But this has nothing to do with the fat that he
.goes abroad and has a' right to bring a certain value of goods back

with him 'dutyfree, whether that individual draped for 6 months to

save the money'br whether he was rich aid could go whenever he was
o motivated, r .
Mr. FTts. Crt inly, it has a bearing on his capacity to buy.
Senator Btrrmm. Is there a sales tax you are going to put on these

'boys?
Senator BENNETrT. I d not think that is involved here, because

some people, as I say, are going to have to scrape to go abroad, and

-they are going to spend their mono very, very carefully. ,
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To other people it has no real significance.
Senator SMATIIERS. Mr. Chairman, may I ask a question?
I am curious to know if you have this broken down into areas of

the world as to how much would be saved. In other words, if we ap-
p lied this proposal to travelers who go to Europe, how much would
be saved, whereas, if you applied it to travelers who traveled in this
hemisphere, how much would be saved, and if you applied it to
travelers who traveled in the Caribbean and the Biahamas, how much
would be saved?

I)o you have figures that would indicate the savings in those alas?
Mr. FLUES. I iave no present breakdown by area,, Senator.
Senator SmATiiums. I notice you make reference to the strength of

Germany and Japan and the European nations. You make no re-
ference to the strength of the countries to the south of us.

You are aware that we just got through with a $500 million aid
program for Latin America, are you not I

Mr. FLUES. Yes, Senator.
Senator SHATHERS. Do you think this is a consistent program, then,

when we say that we are going to appropriate $500 million for aid
to Latin American countries, and atthe same time stop American
tourists from bu ying goods in, those countries V Is that consistent

Mr. FLUES. Well, sir, if you start making exceptions, if you try to
favor this nation over that, of course, you run counter to our most.
favored-nations treaties.

Senator SMATHERS. Let us refer to the $500 million appropriation
for the Latin American nations. I am just trying to relate this spe-
cifically tothe Latin American nations.

We have said that we must do more for them-that is the position,
is it not, of the State Department I I t Iy "?

Mr. FLUES. , I believe Mr. Martin is here and could testify on that
very statement later,

Senator SMATnFERS. If I said it was- the official position, wouldyou
disagree with me? _ . W

Mr. FLUES. I am sure we are trying to do all we can to help Latin
America.

Senator SMATHERS. Do you see any inconsistency in the fact tlhit
we want to help by appropriating thesesums of money,: and, yet at
tho same time propose to stop American tourists from buying n those
areas If they did buy, it would obviously be of some help to them I
Mr, FLUES. I will point out that, of course, the very, very great

volume of tourist traffic is t6 the countries of Europe, and Japan also
gets a very sizable portion of this traffic. :

These, are the very nations which no longer fieed this unilateral onh-
cession on our part which is embraced by these high exemptions.

Senator SMATIERS. I agree with you on that almost completely.'
Maybe this measure should 1* directed only 'to the county ie that,

as you indicate, no longer need any unilateral help frtm us, such as
the Western European countries and Jwpan.'' ,

Mr. FL Us. I say again, I do not believe that we couldI inake icep-
tions in thisbill to this nation or that. '

Senator SMATHJFS. :Have you not proposed ah exceptioi----
Mr. FLUES. I did not make an exception, sir. I wmt making point,

that the great expenditure of tourist money abroad is not Made in

15
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T~t' i Attoh'a and 18 nto ntdt In Africat or t~tvne ntttions of the For
10aw(; It 1% iiiatl In (lie very tvtuntrk' ftatwned this help the Very least,

ald)t o ivi 1t'5.$ it, ur si i~rnei hx o
Voil rt)gillst fliat, 0J161V iS R ditrertwe ifllthe tv~tonwoili Conditions~

ofthio tutt it
Mr. t~ $tVKA, IHS h1AV 04 t iiht

Now, it tht Isa t nd lYou r ognize it, flhen why should wo
apthis rutheqr x'vtrietive rule to everybody, without. lveogi ing

Mr.~s b~v W0l, yovin un ikt jtolv owuiter to your niotfa
vored"I -11iom S tnatit, th6 OXAIV' agklaios06. aind.8o forth, You C411n-
uo inl our e-irnation niaktk thiee differentiation

liatr UN~W'r.Will flt SwvMor yielit I
skm Wato'S MA I k m&s Ykv, I NYwIIi. ild.
Senator Ibmram I would jt like to pursue tht same question.
-Aly~ h i wnaimitte a brottkdown of the countries fromt

u ]& I ki-A$4 alili is jIulIh5SM #
Mr. FMxx& We would have to aujak anothersaurvey for that purpose.
Swiator SmAz~rawm How longj do you thiuk it would take you to

awike that, surVt I
Mr. 1'~ixvaN It w-ould takey us quite som ime hspato a

Survey \\* have h"e took quite a4 WhdII
Senator SMATB sat. Aft y001u f1Vlllduar with the fact that the Con-

are'- Jutpa~~la bil deignied to enkourage tavel 'in thes United

Mr. Faals. Ys
Senator 8xvAiut. D)o you tiik tder is anty inconisten(y, for

example, in the Senate havingvod for that particular proposal, the
iwmatloa of a imw department, SO to speakm-
t\* the vmrlw~* df pm uoth ttnrtt trwveI In the V~nIttA States by residentts of
taftav mcunttte and.. apuoxg other tht~, the coinrw Isi to m~uduct, a protuo-
Ueau JWQXMUX to #W muage the d etopuet ot touvitit facilities AMd the redutlon
Ot bare Wo U*Mre 40i Itk* tdllhta t~ ofintrntOaMMI tr%'l generlLT.-

Do the" thins mx to be iuistent to youI
Mr. Alum Mo.
The fact of the matter is, that is one, of the very zmures that'we

an trying to oed~ in order to improve the dollar pay, nsstain
aid the 1Wr ob etve we have f or this bill.

,%enator SMaTtitRns. -)0 -,oil think that you ean make it mome difi-
cul fa~ eole o ureas ods in foreivi countries and bring them

hemWR a(7 the sa*e t!m. so doing, exieourag them to purchase
gw~a ut md take then back ovtr them I
Mr. Ftuw~ Of courw, you apprtiata, air, that these exemptions are

Mot applyiib to nusiet
Soelator ~~TI.Iapeit ht

Doyou think that we an undertake a program of encouragingt
peopUt to travil in the United States and b4y here, whilb at the same
11hue putting grear restrictions on. what our people are able to p'ur-
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Mr FLUES. I may say that compared to the other nations of the
world, our exeniptions have been very much higher, as you know, than
what their people have when they return from our country, or from
other countries.

Senator SmATIIms. But the pending measure falls in the category
of being a rather drastic decrease ofthe exemptions that we have
previously allowed f It cones at the same time, does it not, when we
are endeavoring to encourage greater tnvel here to our own country;
is that not right I

Mr. Fltks. Y,. ; we are certainly trying to do all possible to encour-
age tourism to this country front abrEod. I do not think that is incon-
sistent with what we are trying to do here.

Senator SAtHAIRS. You do not think it is inconsistent?
Mr. FLzUS. I do not, Senator.
Senator SwA rzres How long would it take you to get the figuresas to how much is purchased, for example, by nierictn citizens in the

Bahamgs group ]Do you have any idea of how much money is spent
by American citizens in the countries oft the Bahamas groupI

Mr. Fu s. As I say, I have nO breakdown. I wil inquire of the
Assistant Commissioner if he has any such figure.,

He his no such breakdown.
Senator SATitsm. Are you,aare that about 80 percent of'all

goods bought by the Bahamian people, are bought in the UnitedStatet -

Mr. Fr a.s, I aim not aware of that fact. Itcould-be.,
Senator Si!ATWmW. I it were true, would it cause you to make

any change? Would you recommend any exemption in this partioun
tar proposall
Ar.' Pr, mq. No, it would not,
Senator' SM9ATitan. Do you think that it- would makeg sense for us

to out out the tourist trade to the Bahamas group and then have them
come in and make an application for'a loan and get it through the
Department of State rather than to, let them conduct this trado
• Mr. Frtvw, First of ail I doi not believe that this bill would cut
off the tourist trade ino the Bahamas. I do not believe that people
go to the Mthimnas or Beomud. or the islands of theWest Indies for
the purpose of making purchases.

I think that is incidental. I think they go, there to enjoy the scen-
ery and the blue skies, and have sone. fun and relaxation.

Senator SMATM1S. I think that is right But I think, if you look
at the figures, you will find tha they make donsiderable purchases.
So I think f*e are shooting in the dark here iWhen you people have
aecem to the figuie and ought to; get them in: so that we can substan-
tiat. that h * no6t That is'why 'say I think, it ig important that
we see from what countries most of these goods come from.

Mr. F~ws. The Assistant Commisbibher tells, robthat ono reason
this was iot, tbken dwn au try, b.# ountty ar.. Joy area, was be-
cause they did have in mind the 1not-f*voro nation siiuaton and
the GAAT situation, and they did not behe" thatsuch figures would
ha a bearing mntlh problem bWfore us.

Senator Swzwi..Do', ytoU znwa'~to, asy that; w6 do~ not, have. any
kind of a program in which, for example, with Mexico, we do not
give Mexico some particular advances that we give to other countries

17'
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Do you mean to say that we treat all these countries the same?
Mr. FLUES. As to imports we do.
Senator SMATHIES. HOW about if we enter into bilateral agreements

with respect to the importations of their nationals? We would make
a different contract with Brazil than with Argentina, would we not I

Mr. FLUES. The importation of nationals? Do you mean labor-
force coming in?

Senator SmATHEJI. No, we enter into bilateral air agreements with
foreign countries and grant air rights of entry and departures at
various cities and also grant certain routes to them over U.S. airspace.

Do you mean that they are all treated alike? .
Senator BENNmT'. Will the Senator yield before he answers that?
Senator SxATEnRs. Yes.
Senator BENNMT. In the testimony Mr. Flues has given us, he

points out that while a tourist going to any other country must stay
48 hours before he can get any exemption, you can go across to Mex-
ico and get an exemption in 10 minutes, except in Lower California
where you have to wait 24 hours.

So that is a specially favored consideration.
Mr. FLUES. But we have to bear in mind that he can only get up.

to $200 every 30 days.
Senator SMATnmaR. Do all the other countries have that same thing?
Mr. FLuts. No.
Senator SmrHm ns. Then does not that pretty well destroy the-

argument of uniformity?
Mr. FwL3. As to the amount of the value of the exemptions it does

not.
As to the time in which he can obtain these exemptions, yes.
Senator SMATHR. My whole argument is-I do not believe, if you-

will look at the contracts that we make and the treaties that we make-
with these various other countries, that we treat them all alike; in
fact, I know that is not the case.

Now, let me ask you this question. How much additionally will it
cost the Customs people to enforce this particular proposal if it be-
comes law; how much additional money would it cost in manpower,
salary, and so forth, to enforce this particular provision that you are
recommending if it becomes law?

Mr. ltUE. '$1,135,000.
Senator SMATHERs. That is a year?
Mr. FLEs. Annually, fiscal year.
Senator SMATrums. Have no further questions.
Senator DovoLAS. Mr. Chairman, mayI ask a question ?
What are the restrictions imposed by Great Bitain On the amount

which their nationals traveling abroad can bring back into the home
countries? I - . . .. I

Mr. Fitu. I will get that, if I may. .
Senator, in the United Kingdom no exception is allowed.
Senator: Dovqms& No exemption! .
Mri FAtms. No e nemption.
Senator DouGes. You mean that if a person brings back $25 worth

of goods-from the United States, he would have to pay-
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Mr. FLUEs. He would have to pay duty on it.
Senator DOUGLAS. And that applies to Canadian citizens?
Mr. FLUFs. No, sir; they have a different rate.
For Canadian citizens, it is $100.
Senator DouGLAs. The same amount that you are proposing for the

United States?
Mr. FLUES. No, sir.
We will still be more generous than Canada under this bill, because

we allow this $100 under the present bill every 30 days.
The Canadians allow the $100 every 4 months.
I want to add one other thing. For the Canadian citizen who tray-0

els outside the North American Continent, an additional exemption
of $200 is allowed.

Obviously, this has no bearing as to the United States. It favors
the Canadian citizen who goes outside the continent; it does not favor
the one who comes to this country.

Senator DoUrLAs. And in Canada it is only $100 every 4 months?
Mr. FLUES. That is correct.
Senator DouGLAs. Does this apply to wealthy residents of the Ba-,

hamas who come to the United States ?
Suppose Harry Oakes made a trip-
Senator SmATHmS. He is dead.
Senator DOUGLAS. I know, but suppose he was living and made atrip to Miami. How much could he bring back duty free
Mr. FLUES. I do not have a figure on that.
Senator DouoLAs. Let me ask you this. Does the British rule ap-

ply-are the Bahamas a crown colony f
Mr. FLuES. They are a crown colony.
Senator DoumlAs. Does the British rule apply to British nationals

resident in crown colonies?
Mr. FLtw,. I believe the State Department would have to answer

that. Mr. Martin is here.
Senator DOUGLAS. Mr. Martin, can you answer that question?
Mr. RTIN. No, I cannot. I can get the information.
Senator DouolAs. Will you supply an answer for the record f
Mr. MAIMr. Yes.
(The information requested was subsequently read into the record

by Mr. Martin and appears on pp. 51 and 52.) a
Senator SMATHERS. On that point, if the Senator would yield, I

think there was something just recently in the papers that they are
no longer a crown colony; the are achieving their independence.

Is that not true Mr. MartinT . .. , I
'Mr. MAntvN. here are a number'of the Caribbean Islands which

are going together in a federation and achieve independence next year.
But the Bahamas are not included in'that.
Senator MORTON. Hong Kong is a crown colony.
Senator DouOlAs. May I ask what the limitation is that is placed o&

the amount of currency which British nationals can take abroad ?
Mr. FLUms. Senator, we will have sto Supply that for, the record.,

That is another question, of course. .

19
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(The following was later received for the record:)

Tourist alojmes for reaidemts of various countries

Local currency tbat totrrist
Foreign exchan= allowed per may take (in addition to

CutforelIn exchange allow.Country Once1

US. dollars Frequency U.S. dollar Freqhenoy
equivalent

Austria.............. ....... 886 Per trip.

DeiA r ...............................
..fg a o.......... ... . .... . ................... . . Do.

span .............. ..... ;........ .... 275 Annu~ly ......... 8 oDenma r............. ..... Do.,

4aly---------------------------3800 Pertrip............ I..
rtway .................... 280 A..ua.y... L'.... 49 Do.

Netberlands .............................. Per tj, (2 63 Do.

United Kingdom . .. 00 Annualy......... 140 Do"
Sweden ............................... 1, 160 Per trlp...-.... 1,160 I D.Swltrlpd.,- ....... .. (1)..... ,+; , ............... r*--

I Unlimited.
Larger amounts may be granted in particular ea !':

I Additional $41 pea for longer trips.
'On request, additional amounts may be granted if Justlftl0on is pratvided

Senator DouGLAS. May I ask: -I

- What is thie value of goods which citizens of the Netherlands can
bring back into the home country duty free after traveing abroad:

Mr. FLurs. No exemption, sir. .

Senator Dovot~s. Does this apply to reidents of Cura ao an4the
Dutch Islands of the West Indies-
. Mr. Fwim. This, again, is in the area where I. would have to "k
the State Department.

Senator Dbroa&o I will ask the State Department.
Does that apply to the Dutch Islands of the West Indies:Mr. MArmT. Not necessarily. They ar an~dndependent govern-

ment territory. I could not tell you what the rules snxev
Senator Douots. Will yqu supply that for the record?
Mr. MAMN. I will.
(The information requested was subsequently read into the record

by Mr. Martin and appears on pp. 51 and 52)
Senator DOUILAS. How, much can citizens Qf Franco bring back

to the home country duty free I
Mr. Fum . It ruiis out roughly according to our c~le,4lation at

about $10.
Senator DouoLAs. How much can citizens of Germany bring back

to the home count 7 aftet traveling abroad?
Mr. FMuAs. $12. e0, sir, r ctwmoney.
Senator Do woas. How ,mucx can citizens of Italy bring; b~ck to

thehome country after traveling abroad? *•

Mr. FLu u. No exemption, sir.
Senator DouOmAs. What about the amount which citizens of Sweden

can bring back to the home country?
Mr. Fum. $50.
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Senator DOUGLAS. NorwayI
Mr. FLUES. $50.
Senator DOUGLAS. DenmarkI
Mr. FLvS. $50.
Senator DoUGLAs. Belgium?
Mr. FLUES. $6 when imports are from Luxembourg and the Neth-

erlands, and $3 from other countries.
Senator DOUGLAS. What about the amount that citizens of Luxem-

bourg can bring back?
Mr. FuVS. Sir, I have no figure on Luxembourg.
Senator DOUGLAS. What is the amount that the citizens of Andorra

and San Marino can bring back?
Mr. FLUES. I have no figures on that.
Senator DoUoLAs. Does not the evidence indicate that even with

the $100 restriction, we will be infinitely more generous in the amount
which our citizens can bring back than foreign countries are f

Mr. FLUES. That is true, Senator.
Senator DOUOLAS. How do you account for the fact that the foreign

press has been citicizing this bill and has not been saying that there
should be reciprocal liberalizations abroad ?

I sribs to t& number of ths foreign papers, pqicularly the
British papers, and I think it would be well if they heeded this them-
selves before making these criticisms.

Mr. FLU s. I think that is a very cogent observation.
Senator BUrm. Would the Senator yield at that point ?
Senator DoUAs. Certainly.
Senator Butrtt. Would the Senator be willing to introduce kn

amendment to this bill-to bring it down to the$8 average?
Senator DOUGLAS. No.
America has always been more generous and will continue to be

more generous. But I do not see any reason why it should be insisted
upon that we have excessively generous standards when there is
danger of excessive flow of gold into the foreign exchange abroad.

Senator Bum-i. Will the Senator yield a
Senator DOUGLAS. Certainly.
Senator BuTLFx. I felt that the comment of the foreign press

touched on the former generosity of the United States, and. they
could not understand why we were not becoming so penurious.

Senator DOVGLAS. We are not becoming penurious; we are adopting
certain measures in self-defense which 1 think our foreign friends
should understand.

And, personally, I have resented this criticism from the foreign
press very much.

Senator BU!Xm , Mr. Chairman, may I ask a question of the wit-

Senator KZP. I want to say that I have resented certain criticism
from the foreign press that does not come from England.

Senator DOUGLAS. So have I.-
Senator BUTLER. Mr. Chairman ?
The CHArnuAN. Senator Butler?"
Senator Bumr.ti. Mr. Flues, how many additional employees will

it take to administer the bill now pending before this 094Utet4 I
Mr. FLUES. 160.
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Senator BUTLER. And how much will that cost per annum?
Mr. FruEs. That is included in this figure that I gave previously

of $1,135,000. Actually, this figure, of course, includes the labor cost,
and it also includes the cost of printing up some 9 million new customs
forms and some 1,300,000 customs pamphlets which go under the name
of "Customs Hints."

Senator BUTLER. And almost everybody that gets off the ship will
have to stand on the pier 3 or 4 hours, except maybe 10 percent of
them?

Mr. FLUFS. We hope not, sir. We are trying to improve our pro-
,tedurm constantly to assist people to go through customs expeditiously.

Senator TALMADOE. Mr. Chairman?
The CHAIRMAN. Senator Talmadgep?
Senator TALMADGE. I want to return to the matter the chairman

'asked you a question on a moment or two ago, and that is the dollar
,deficit.

As I understand from your testimony, you stated the dollar deficit
last year was $1.9 billion, and there were other figures, I believe you
quoted, or one of your assistants, of $3.8 billion. You made a dis-
tinction there with reference to short-term credits.

Give us a little more detail about what you had in mind on that,
will you?

Mr. FLUES. As we all know, there is now an outflow of what we
-call short-term assets.

Senator TAIIwxnw. You are talking about investments there of a
short-term nature that are seeking a higher return on the investment?

Mr. Fum. Yes, that is what we call in considerable part volatile
money which seeks a higher interest rate abroad than what it can
find here.

Senator TALMADGE. Something similar to our 90-day certificates,
in other words?

Senator KERR. Would the Senator yield?
Senator TALmADGE. Delighted, sir.
Senator KERR. That is actually an outflow of gold, is it not?
Mr. FLUES. Nfa, sir, not always.
Senator TALMADGE. It is an outflow of dollars and can command

gold?
Mr. FLUES. That is right. It is an outflow of dollars.
Senator KEiRR. It is just as much a part of the deficit for the time

involved as though it were originated in some other way, is it not?
Mr. FLUES. It certainly puts dollars in the hands of foreigners.
Senator KERR. That is all any of this does, is it not? That is the

only way you create a deficit ?
Mr. FLUEs. It is part of the balance-of-payments picture, sir.
Senator KERR. It is just as much as any other part, is it not, for

the time it lasts ?
Mr. FLUES. That is true, Senator.
Senator KEm. Well, is it "Yes" or "No"?
Mr. FLUES. Yes, I would say so. ,
Senator KmR. Then your actual deficit was.$3.8 billion, of which
certain amount was caused by the situation referred to by the Sen-

ator from Georgia?

22
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Mr. FLUES. That is true, the actual deficit of the balance-of-pay-
ments was 3.8.

The CTIAIRMANW. And in the settlement of that deficit the banks
abroad can demand gold or dollars at their choice?

Mr. FLUES. The government can.
The CIARMAN. That is what I mean.
Senator KERR. The central bank of any government?
Mr. FLUES. Yes.
The .HAlRMAN. The central bank of any government, that is where

the tr ansactions are finally equalized; is that right?
MI'. FLUES. That is true.
The CHAIRMAN. They can demand gold or dollors. So I would

like more information along the lines of what Senator Talmadge was
:saying-not now, because it would probably take too much time--to
-show exactly how much money leaves this country, so far as you can.
'Take the past year.

lv[r. FLUES. The past year?
The CHAIRMAN. How much American money leaves this country,

is spent abroad, in other words, and then how much comes back?
Mr. FLUES. Last year, in 1960, as I have said, the total, that went

,out as deficit was $3.8 billion.
Senator Knn. That is the total deficit?
Mr. FLUES. That is the total deficit.
The CHAIRMAN. And I would like an explanation, and certainly

the committee would like it, of exactly the difference between the $3.8
billion and $1.9 billion; they are both deficits.

Mr. FLUES. Mr. Chairman, Mr. Schaffner of the Office of 'Inter-
national Finance of the Treasury is sitting on my right, and he cr,n
give you the explanation of this very quickly, I am sure, and save yourtime in doing so. 

..Senator TALMADGE. Mr. Flues, let us get to the present--unless the
chairman wants to put that in the record.

Senator LoNG. Might the witness explain it for the record? I
would like to know the answer myself. While your assistant is put-
ting it in the chairman's ear, some of us are not hearing it.

Senator DOUGLAS. Yes, I think there should be a statement of it.
The CHAIRMAN. Suppose you explain it to the committee. You

-have two kinds of deficits, one is basic but both are deficits.
Senator LoNG. You are just as broke, whether you are broke in a

'business way or some other way.
Mr. SCHAFFNER. The difference between these two concepts is simply

that the concept of an overall deficit, the $3.8 billion that the Senator
referred to, does have included in it short-term capital outflow, which,
as Mr. Flues has said, may be seeking higher interest returns abroad,
.or it may be in connection with financing trade, or other reasons. It
is considered of a rather short-term type.

Senator BUT=n. What is the dollar value of that I
Mr. SCHAFFNER. Last year that was $1.3 billion.
Now the $1.9 billion deficit which has been referred to as the basic

-deficit excludes this short-term capital movement. It is a 'deficit that
results from all of our other recorded transactions on the import'side
"and on the export side.

Senator KXiP. Do 1.3 and 1.9 total 3.8?
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Mr. ScHArrNm No.
Then there is also what we have listed as an unrecorded outflow.

This is sometimes referred to as errors and omissions. This would
be an example of the kind of a transaction, Senator Kerr-and I think
the easiest way to explain it would be this: Normally an export that
leaves the United States is recorded in the customs statistics, and those
are entered in the balance-of-payments.

Now the foreigner, very likely, will pay for that export by drawing
on his bank account, say, in New York. He will draw on his dollars.
So we get a report which indicates that dollars held by foreigners have
gone down in an amount equal to the value of the exports which were
sent to them.

Now suppose the foreigner, instead of paying for those exports by
drawing down his dollar bank account, sent over a bundle of dollar
bills in an envelope to the American exporter. That transaction we
would be unlikely to catch. So we would have exports going out, but
no indication of how they were paid for.

So the fact that we did not have that part of the transaction would
mean there would be an item of that amount in what we call errors
and omissions.

Senator KEu. And you put it in there because a deficit has occurred
which you cannot explain any other way I'

Mr. SCHAFFNER. That is right.
Senator KzRR. But the deficit last year was $3.8 billion.
Mr. ScHArwmn. That is right.
Senator KERR. And it was just as much that, including the 1.3 in

short-term investment, as though that had been an excess of spending
of dollars abroad for goods and payment therefor in dollars--that
would not have orsatany more of a deficit than the short-term in-
vestment did for the time of 1960?

Mr. SCHAFFKRR. You are correct, sir.
Senator Kzm. So insofar as the balance of payments is concerned,

in order that the record reflect the accurate situation any interpre-
tive definition or differentiation between items in this deficit is merely
for the purpose of generating some comfort in the ]hope that the cir-
cumstances in 1961 would be different and bring it back.

Mr. SoHAFn. And there has been, sir-
Senator KERR. I know,,that is the reason, but, basically, the deficit

is $3.8 billion.
That is what the Senator from Georgia was trying to bring out.
Senator TALMLMADGO That is exactly correct.
Mr. SCHAFFNER. That is correct.
Senator TAwAwoz. Now, what will the deficit be for the first 6

months of this year. which is 8 days hence?
Mr. FLUN8. We only have the first quarter reckoned so for, Senator,

and that comes to $300 million.
Senator TALMADFO. That is the total, now, of all kinds of deficits
Mr. Fus. That is correct; that is the overall deficit.
Senator T wA&wo. So if that figure continues that way for the

entire year, the deficit this year will be $112 billion?
M&r.FLUiES. That is correct sir.
Senator TALXMADGE. Now, [ want to ask you about something else,

getting back to the bill as before.

2t
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It is my understanding that troops that have been stationed over-
seas, or American civil officials that have been overseas, get some kind
of special exemption. What is that exemption I

Mr. Ft. There is for military personnel stationed overseas a
$50 exemption which thiey can send back in gifts. They can do this
every day, if they wish. However, that exemption expires June 30
of thisyar.

Senator TALmwo. June 80.
Andyou are not making any recommendations that it be exteded?
MI. FLus. No, sir.
Senator TALMAD0o. Now, how about the American service person-

nel in embassies, the ICA, or otherwise, what is their exemption
overseas? .

Mr. FLvE. For instance, a person who has been 140 days or more
on foreign assignment can oome back into the country and bring in
duty free his personal and his household effects when h foreign -
signment is terminated.

-Senator TALKxAPo That is military or civilian I
Mr FL-UsS. That is correct, sir, either military or civilian
Senator TALMADXU Is there any restriction on that uw? I
Mr. FLu s. No.
The only restriction, I might, say, would be, on the amount of

liquor he could bring back in..
Senator TALXADo&" That is one of:the things I had in mind.
Now and then I read articles in the paper about some serwviwa

man Lo ming back with a, large quantity ofliqoor, lots of aptlqupe'nd
one thing and another and isee a lot of serme personnel returni.g
with new Mercedes. bo they bring that, back, under b19e"oIld
effects propositiont
* Mr. FLum. They could.

Senator TALmADO&L -Does this bill change thati w .
Mr. FLUEs. No, sir.
Senator TALMADOIL In other words, that law will remain the same.

Does it all expire on June 30, that relating to military aut oiVjii
personnel,

Mr. FLue. The only, exemption that expires, on .Js8( i;,thex-
emption not exceeding $50 for a gift.

Senator TALMVwE. That 'e what they would send back it lin of
bringing back with them _ I . .......'$

Mr. FizUS. That is right, sir.
Senator TALMA itD. And that is the only expiration that you are not

recommending?
Mr. F rFs. Correct, Senator.
Senator TA~ oLZDo And then this household effects law will remain

asit is?
Mr. FLUES. Yes, sir.
Senator TALMADOz. Thank you, Mr. Chairman.
Senator Bmrzi. Would the Senator yield 1.
Senator TALMADGN. Certainly;I have concluded.
Senator Bum=. They not only bring that in, but it is brought in

at Government expense, and the Government pays for it, does it
not?
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Mr. FLut. When we talk about bringing back things at Govern-
ment expense, they can still do it with the exception of the automobiles.

Senator BUmFR. All the household and personal effects-some of
them bring it in at values in excess of $100,000, valuable antiques that
they picked up all over the world, and if anything happens to them
in transit, the Government pays for it ?

Mr. FLUES. These have to be in the category of household effects for
their own personal use, of course; they cannot bring these tbingsback
in to sell them in the United States.

Senator BuTLmm. Of course, you can buy a tablecloth that may- cost
as much as $1,500 or $2,000 and call it household effects, if you want to,
do it; I agree it is a household effect, but, nevertheless, it is very valu-
able property coming into this country, and millions and millions of
'dollars of property are coming in without any duty at the expense
of the Government of the: United States, tapestries and paintings, at-
most anything they couldget in under household effects,

Mr. FLUES. I would like to add one thing. This exemption for
household effects, the 140.day #ay, that exemption, when a person is
in the service of the United States, will expire next year on July 1,.
unless this Congress decides t6 continue it.

Senator K._n. Or terminate it sooner.
Mr. FLuxa. Or if you desire to terminate it sooner.
Senator KzRR. An amendment would be in order to this bill to

terminate it July 1 of this year or September 80 of this year, instead
'of June 30 next year, would it notI

Senator SMATmatS. May I ask the Senator whether 'he would ap-
prove such an amendment?

Senftor:KsR. I- ould; yes, sir.
Senator SMAT mUS. Do you believe that you could stop the deficits'

in some respect if you amended it as has been suggested by, the Sena-
tor from Gesorgia so that there would be a limit on what these per-
sonnel could bring back I

Mr.: FiA Senator, I wish you would address that question ratherto z Mar, K, ,
Senator Smrzniss. I wonder how Mr. Martin feels about it.
Sehator 'Kun. You mean that Mr. Martin determines your-

position?
Mr FuLiz& I say that because, of course, it gets right into the area

of our State Department personnel who are on assignments abroad.
Senator Kmui. Are you saying, then, that the Treasury has no posi-

tion in the matter, other than that of the State Department ?
Mr. FLUm. No sir, I am not saying that.
Senator Kw. What do you say I
Mr. FLuxse. 1 am only answering the Senator by suggesting that

Mr. Martin probably has some comment on this point.
Senator Knm. You are only answering his question by referring

to somebody else.
Mr. FLUm. All right, sir, I .will say we- have no new position on.

these household effects; we are not recommending that it be with-

, Senator TALLDOE. If the Senator will yield at this point, there
has just been handed to me a clipping from the New York Times,
"Important Notice About Liquor t 9 Oversea Travelers, Save Up,
to 65 Percent Duty-Free Liquor Delivered Directly to Your Home.'
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I ask unanimous consent that it may be inserted in the record.
The CHAInMAX. Without objection the insertion may be made.
(The document referred to is, as follows:)

(From the New York Times]

IMPORTANT NoTioz ABOUT LQUOR TO OVMzA TR4vEUMs5--SvZA VP TO 65
PZROWT DUTY-FUE LIQUOR Duiiv-ax DIRELY TO Youa HOME

If you are planning a trip to Canada, Mexico, Caribbean, Europe, the Pacific,
South America 0 0 • anywhere outside the United States of Amea * * 
take advantage of the Windsor duty-free liquor plan.

Imagine, five fifths of world-famous scotch of your choice only $17. Or a
mixed gallon pack of the finest brand-name liquors (retailing In United States
for $39) only $17.50. •

It's simple-it's so convenient-all you do is fill out a checklist order form and
drop It in the mall, Your purchase is shipped directly to your bone by alUUWay
Express; you pay for liquor only. No luggn, no breakage no as-nO air
freight--and it's duty-fre.

Ask your travel agent for free Windsor order form or write to Windsor, Ltd.,
Department 89, Delaware Trust Building, Wilmington, DeL

Senator BziNmT. Mr Chairman, I would like' to return to the
question that Senator Douglas raised. He went through a long list oct
countries, and he listed for the record the relatively small amounts
that citizens of those countries couldbring back in.

Senator', DoUoi AAnd ' in some cases, nonexistent !amounts,
Senatorthing. None or very small ..

Now, I would like to ask you if in most, if not all, of those coun-
tries 'there' is not-also a limit on, the amount of money the citizen ean
take abroad to spend when he goes out as a tourist # , . ,..

Mr. FLUEm. Restrictions on foreign exchange for tourist traffic are
.still maintained by' certain countries For instance, 13, European
countries have such restrictions.

Senator Douor s.' Which countries &re theyt
Mr- FLuEs. In :Autria, Denmark, France, eland, Ita]y, ,the

Netherlands, Sweden, and the United Kingdpm ithe regulations are
not considered restrictive on travel to the United States. In most
cases they are designed-

Senator Bmw r. There are restrictions, however. Are thereany
countries in that list about which you were questioned by the Senator
from Illinois-whioh allow ' their nationals to" take an, unlimited
amount of local currency out of thecountryt , I -.. ,

Mr. FLuES. I mentioned, for instance, Sweden, the Netherlands,
Italy, the United Kingdom, Denmark, France--those were men-
tioned.'-1

Senator BNsEr;v. Theyhave no restrictions?
Mr. FLUS. Their regulations are not considered restrictive.,
Senator BE Nml'. That is not my question. You aretrying to play

the same trick with me that you were playing with. Senator Kerr.
Do these countries have any restrictions,; '-whether they, are con-

sidered restrictive or not, do they have restrictions I
Mr. FL Us. There are restrictions. But they are restricions ,Aot

in the sense of trying to prevent the tourists from taking out moneyto
buy; they are designed to prevent unauthorized capital movement,
which h is simply something in another area.
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Senator BENNETT. Are you saying to me, then, that a British citi..
zen may now come to the United States as a tourist and bring all the
money he wants, as an American citizen can go to Britain and carry
all the money he wants I

Mr. FLUF.u. No, I would not say that.
Senator Bx mrr. That has not been the case since the war.- So

as far as the tourist is concerned, no matter what the motive may be,
there are restrictions? .

Mr. FLvE. Yes .Certainly after:the war they were quite strict,
but they have been loosened a little in the year§ that have gone by.

Senator-Bxzqwm., The poit tbaI,am leadingup '.t: y n
Could you give me a figure showing the total amount"Americans

8enp~~tpz , 'M th t u4o bw6kd 1 total' amoutta
American tourists spend broad .
.. Senat, IB~~,Em Yea thl, total. amount, taAmerican purists
spend abroad. "',

Mr. FLus.I have this, figure from the Department of Commerce,
the CensusBureau. It does not include the travel-to and from the
foreign.ountry, ,

Senator Kzm. You meanthe transportation costs?
I'Mr. FLumS: They awe excluded. But'the etpenditures within these

countries were as follows: ,'. .
In 1960 $1,744 million wa spent by American ,tourists abroad.
,Ir the first quarter 2f 196 1 $25 million have been sospent.

Thios compares, roughly, Senator,, with. the first quarter of 1960
when $278 million were spent.

Senatortmm, How-muchthis-year "
Mr. Fiu. $28 million in. the first quarter of-last year; $275 mil-

lion in the first quarter of this year.
Senator B .NNmEI. This excludes travel to and from the country

iand, the 'Amrican goig abroad must dig that money up and
.'spend itt ;that is part of his cos. ; _ . _

"Do you.have any fire which, shows the cost of travel to and from
these foreign countries?

~. Fr;us. Ido not, sir, for 1960 and 1961. I can get it, of course.
SenatorI KV. For the question to'be as, informative as it should

,be, itmight need to include the element of how mubh of the transporta-
tjon cost was paid to American transportation companies.

Senator Bmixrr. Let us get the overall cost.
"Mr. Flvs. Senator in answer to your question, I cannot give you

figures for 1960 or any portion of 1961. I can point out that in 1959
fares paid to foreign carriers amounted to $382 million and to the
U.S. carriers $88 million.

SeratorS mrmtg That was what year ?

Senator BE19nvr. S adding the money paid to foreign carriers-
assuming that these occurred in this same year-to the figre given
fdr money spent abroad, does the money spent abroad include the
money, paid for; the merchandise that the tourist brought back ?'

Mi. l us. That is right, everything except automobiles.

/

no
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Senator BENNmT. Well, ignoring that exception, then American
tourists spent better than $2 billion abroad and if this bill passes,
we will put under a cloud an expenditure oF $167 million, or about 8
percent.

The tourist would have no difficulty in translating that $167 million
which he is prepared to spend abroad into a couple of days more on
the Continent, on a little better hotel-in other words, this bill does
not have any restrictions on the total amount which the tourist can
spend abroad; it simply says to him: "If you are going to spend your
money, you had better spend it on room and board and entertainment;
do not buy merchandise."

Now if we are really serious about this problem, would we not fol-
low the lead of the other countries and put a limit on the amount of
money that the tourist can take out? Then we could really expect
to control the deficit.

But under this bill there are two glaring loopholes. One is that the
tourist can say: "Well, this is $167 million that we will spend abroad,
but we will not spend it in the shops; we will spend it in the hotels
and in the Lido and other places."

Senator Krim Where?
Senator SMATHERS. On the Left Bank.
Senator BENNETr. And the other thing is that we are saying to

these tourists: "For a tax of $25 million you can spend the same
amount for merchandise. This would not affect our balance-of-pay-
ments problem. The gold will still go out, but we will tax you $25
million for the privilege."

And I think if I were a tourist in spite of the fact that I have got
19 grandchildren and it is pretty hard to take care of all of them-

Senator KERR. What relation does that have to tourism?
Senator BENNE.TT. Well, with 19 grandchildren I have got to bring

back quite a lot of merchandise to prove that I went abroad.
So I think that, as I say, these two loopholes, we do not follow the

lead of our foreign friends and put some limit on the total a tourist
can spend, and we say to him: "If you are willing to pay a $25 mil-
lion tax, you can spend just as much as you have been doing," and
I do not think we are really getting at the problem.

Of course, I do not think that this is the way to get at the problem
anyway, Mr. Chairman.

Mr. F1u. Senator, I might say that this Nation has not sought-
and I do not believe in-foreign exchange control.

Senator BENwf'r. I do not either.
Mr. FLums. And we have to remember that the nations, particularly

of Europe, Japan, which were very hard hit during World War I,
in the recovery period following sought to conserve their dollars by
putting on these restrictions.

Senator Bmi*m7n'. The British sought to conserve their pound by
preventig them from taking British pounds abroad to the Conti-
nent, not just their dollars. , i

Senator DouoLwS. Does this reason still exist, Does it #111 ejdst
for Germany,-whioh has I believe balances of something 4k $7
billion? Does it exist ?or Great hrit4 .t Does it exist for th
Netherlands, Belgium, or for Great Britain ?

71484-81-8
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Mr. FLuEs. They have been relaxing their restrictions, as I said
earlier. But in some instances they still exist.

Senator DOUGLAS. But still you cannot bring back anything.
Mr. FLUES. On the exemptions, that is true.
Senator DOUGLAS. In your own statement you say:

The leading countries of Western Europe, as well as Japan, have accumu-
lated large gold and liquid dollar holdings as a result of their strong export
position in world markets.

Mr. FLuEs. That is true.
Senator DouorLs. I reviewed yesterday in another committee the

holding of gold and foreign exchange by the various countries, and
certainly no one can say that West Germany has a shortage of gold
and foreign exchange holdings.

Yet what is the limitation on the amount that a German national,
West German national, can bring back?

Senator BENNETr. If my memory serves me right it is $10.
Senator BUTLER. $12.50.
Mr. FLUEs. It is $12.50.
Senator DOUGLAS. Will you answer this question: Do they have any

legitimate ground for complaint if we permit our nationals to bring
as much as their nationals can bring back I

Mr. FLU S. I see no legitimate complaint, Senator.
Senator DoUoLAS. I hope there are some foreign correspondents in

the room who will carry this message to the papers abroad.
If not, I hope the information is supplied.
Senator BeNNETP. Would you also ask him whether West Germany

has any limit on the amount of exchange a person can take out ?
Senator DoUGLAs. Do they have?
Senator LoNo. May I just develop this ?
Why do you people not give some consideration to these big drains

on the gold; I mean the $3 billion in military abroad, for example;
the net outflow-you have an antiquated plan, and times change
rapidly nowadays; you have an old 1949 plan when nobody did what
they were supposed to do but us. We stationed troops over there, and
if everybody had done their share, we could have stopped a Russian
land assault. But some, like France, do not have enough in there to
defend against the paratroopers coming back from Algeria. We are
the only ones-and the plan is outmoded because there is no prospect
of having enough ground troops to stop any Russian land assault in
the absenceof a ful I, all-out use of atomic weapons.

My understanding is that we put all those troops over there because
we hoped we would not have to resort to atomic warfare in the area.

Now we have got those troops over there by the hundreds of thou-
sands, draining out most of this $3 billion for this military item.

I have tried to persuade the military that when we send people over,
it would take a lot less people than you are asking for if someone would
look over the personnel lists and not send men with a wife and five
children where you must spend a lot ectra.

I saw a picture of one sergeant gohig over where it was going to take
haf an airplane to' fly over his wife and children and all the house-
hold effects, plus a dog and oat.
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Any per onnel officer who would for a moment even think about this
would go through his divisions and check off, himself, a considerable
number of people who have these large families.

Most of the young men you draft now are not even married.
Senator BVUrLR. That would be discrimination.
Senator LoNre. It would sure help on your gold reserves, deciding

who you would send oversas. But you cannot get these people to
even think about these things:

(1) In reducing the number of forces there -or,
(2) If you are not going to reduce the forces, do not send these

large families over there.
But you cannot get the military to even think about that. You

think about it one way in one area of Government and another way
in another.

You say here $2.5 billion represents investments abroad. You say
you do not consider it restrictive practice for the British to impose
restrictions on the outflow of British capital for investments abroad.

If you do not consider that restrictive, I would be curious to know
why we have not considered some limitation on investments in Europe
where these large gold holdings are held.

I know the previous Seeretary of the Treasury was concerned about
that.

Senator DouorGLAS. Will the Senator yield I
Senator LoNe. One moment, please.
I cannot understand why is not some consideration given to pro-

tecting our gold balances in the area where the big outflows, tho $3
billion items, are concerned f

Instead, you eliminate all consideration of doing something.about
those apparently, and go down here for the iten that, when all is said
and one, is only about a $167 million item.

Why do you not touch some of these enormous sacred cows and make
some real savings, because this is not going to protect it, obviouslyI

Mr. FLUES. Senator Long, I think we should bear in mind that the
billwhich is before you is only one measure in a program to improve
the balance of payments situation.

Senator LoNo." Let me get down to the next one that makes no sense
at all.

Senator KR.% Do you not want him to answer that ? All he has
done so far is filibuster.

Mr. Frtrs. As you know, there are a number of bills pending be-
fore the Congress, and there are other Executive measures being taken
in an effort to assist and improve this balance of payments situation.

Senator Loro. What is the most substantial of them I Is this the
most substantial one, or are there any more ?

Mr. FyUs. This, I would say, is one of the smaller ones, certainly.
Senator LoNo. What is the biggest one ?
Mr. FLUES. You can say that ,167 million or $140 million to $175

million, the range in which we have been talking as to saving, com-
pared to some of these large amounts of expenditures abroad, looks
insignificant.

Senator Lozo. What is your largest item?
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Mr. FLUES. Yet, it is still that amount of money. And it does con-
tribute to the program of bettering our balance of payments situation.

Senator LoNe. Wit is your largest item down there of these items
that are supposed to protect our situation?

Mr. FLUES. I have a list of 14 of them here, if you would like me
to read them off.

Senator LoNG. Suppose you provide them for the record. But what
is the largest one, aside from this ?

Mr. FLUES. It is pretty hard to-
The CIrAInMAN. It will not take long; read them.
Mr. FLUES. Let me say something like this. We are trying very,

very hard to improve- our exports picture. Now, that could be one
of the largestitems.

Senator LONG. Suppose you read the ones that you can count on;
this thing of including imports against exports-

Mr. FLUES. Export promotion would be one.
Senator LoNe. Ho much money do you have down there beside

that?
Mr. FLUES. We do not have any sums. These are things that we do

not know.
Senator LoNe. Go head, that is No. 1.
The CHAIRMAN. I thought you were going to read some legislation

on importsI
Mr. FLUES. No.
The CHAIRMAN. When it comes to exports and imports, you get into

another field. We have raised our wages far above the world level.
And I want to ask you this one question. We have a favorable

balance on our trade now of around $1 billion.
Senator KmR. That is, we had that last year.
The CHANMAN. Last year.
Is that not likely to drain with the wages constantly being raised in

this country ?
Mr. FLUES. Yes, and this, again, is important-
The CHAIXzAN. That is going to give you some real trouble on this

imbalance of payments?
Mr. FLUES. 1"at is correct, sir.
The CHAMRMAN. What are your plans to increase the exports ? You

have not proposed any legislation have you?
Mr. FLUF The President has recommended measures to improve

the balance-of-payments situation which include export promotion and
which include legislation. I shall transmit to you at an early date a
summary of these measures, 4 to ease the short-term-demand problem,
and 14 to correct the basic-payments deficit and achieve longer term
equilibrium.

The CHAIPMAN. -Do you think there is a probability that this favor-
able balance in our export and import trade will decline ?

Mr. Fnvrs. I didn't catch the last word, Senator.
The CHAMMAN. I asked about t~e possibility of a decline in this

favorable $5 billion balance between exports and imports. I under-
stood you to say that it is possible that that will decline.

Mr. FLUES. Yes, sir; I say that because1 -while we have had-
The CHARMAN. What are the figures this year?
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You have one quarter, merchandise imports are 8.4, and the exports
are 5.

Mr. FLUES. We had merchandise imports in 1960 of 14.7 billions of
dollars.

The CHAMMAN. I am speaking of the first quarter of this year.
Mr. FLUES. And exports of 19.4 billions of dollars.
The CHAIRMAN. There has been a decline in the favorable balance

in the first quarter hasn't there?
Mr. FLuES. And--
Senator Kmm. How does the first quarter of this year compare with

the first quarter of last year?
Mr. FLUES. All right, sir. In the first quarter of this year we have

merchandise imports of $3.4 billion.
Senator KFr The balance?
Mr. FLUES. And merchandise exports of $5 billion.
The CHAIRMAN. But Senator Kerr wants to know what it was a year

ago.
Mr. FLUES. If you project merchandise exports out on the same

basis through theyear 1960, it would come to $19.4 billion; subtracting
the 1960 import figure of $14.7, you would have a plus on the mer-
chandise export side of $4.7 billion.

Senator DOUGLAS. A plus on the export side f
Mr. FLUES. On the export side.
Senator LONG. Why don't you project both figures, you are project-

ing one figure, why don't you project both figures, and compare it to
last year, why don't you project the figure below that--you project
one figure to get $19.6 billion, suppose you project the other, what
do you get ?

Mr. FLUES. If we project the first quarter in 1961 on exports of 5
billion-you appreciate we don't have it broken down as to quarters
for 1960, we have only the total for the year, but it was $4.7 billion on
the plus side of merchandise exports in 1960 as I have said.

Senator LoNG. You gave us two first-quarter figures, if you multiply
that by four you should have a projection of what you would do if it
keeps going this way; $19.4 billion is one figure, and multiply the
other figure by four and see what you get.

Mr. FLUES. To multiply your imports in the first quarter of 1961 of
$3.4 billion, you get $13.6 billion for the entire year, projecting it
through the entire year.

Now, then, if we take exports of $5 billion for the first quarter of
1961 and project it for the entire year, we will get $20 billion. So the
difference between your imports and exports will run $6.4 billion.

The CHAIRMAN. Run what ?
Mr. FLUES. $6.4 billion, plus-
Senator KERR. Mr. Chairman, I 4on't see how it' is they can give

you the figures for the first quarter of 1961 and can't give you the
figures for the first quarter of 1960.

Mr. FLUES. We can supply that, sir, we just took the year as a whole.
Senator KERR. If you did that, the committee might do its own

figuring.
Mr. FLUES. Yes, sir.
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(On June 28, 1961, the Secretary of the Treasury submitted to the
chairman a letter commenting on the balance of payment statistics,
and transmitting for inclusion in the record of this hearing a standard
table of the Department of Commerce for the years 1959 and 1960, as
it appears on pJ. 12 and 13 of the Survey of Current Business for
June 1961, and a revised table by the Department of Treasury giving
the balance of payments of the United States, 1957 through the first
quarter of 1961. On July 7, 1961, the Secretary of the Treasury
submitted another letter to the chairman giving an analysis of im-
provements in the U.S. balance of payments during the first quarter
of 1961. The letters and tables referred to appear in the record
beginning on p. 118.)

enator KERR. In connection with the question you have asked
about the $5 billion favorable on balance between exports and imports
last ear-

r. FLAEs. It is $4.7 billion.
Senator KERR. $4.7 billion-it would be pertinent to ask how much

of that was the result of the Government's export, of Government
sponsored exports, of military products, lend-lease, goods that were
given by this Government to other governments, and included in the
total of exports.

Mr. FLUES. That would be somewhat over $2 billion.
Senator KERR. So that in order to get the real balance you would

have to deduct that from the $4.7 billion, would you not? You did
not get dollars back for it, did you?

Mr.FLUES. That is correct.
Senator KEIRR. So that as far as the -dollar balance is that trans-

ferred on the one hand by us for that which was imported and on the
other hand by foreign countries for which you exported, there was
not a $4.7 billion balance.

Mr. FLUES. If you are making that deduction, that is correct.
The CAlRIHAN. What about the food we give away, is that included?
Senator KERR. That is part of the $2.7 billion.
The CHAIRMAN. Is the food we give away included in the $2.7

billion ?
Mr. FIUFm. In the $2 billion-plus figure, not in the $2.1 billion.
The CHArRMAN. How do you figure, t en---n
Senator Kmm. There was not a $4.7-billion surplus as between ex-

ports and imports, that is a fictitious figure.
The CnAmmAN. Do you not think the food is especially fictitious,

because we get nothing whatever for that. You mean you included
value of all the wheat and everything we send abroad, for which we
get nothing ?

Mr. FUFs. That is included, sir.
Senator KoEm. Then the answer is "Yes," is it not I
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The CIZARMMAN. Is that included in the other figure you gave, the
food I

Mr. FLUEs. Among these grants and credits.
May I have Mr. Schaffner comment on that?
The CHAIRMAN. Let's start with the $4.7 billion, it is what your

paper shows here. What should we deduct?
Senator KERR. For the things for which we didn't get any dollars.
The CHAIRMAN. For which we didn't get any money, how much

should we deduct from this favorable balance of $4.7 billion?
I think it is very deceitful to do this, to publish figures on a dollar

basis when we didn't receive any dollars.
Mr. SCHAFFNER. Mr. Chairman, the $4.7 billion figure is, as you

point out, the difference between this $19.4 billion, our export, and the
$14.7 billion of imports.

Now, in the $19.4 billion of exports are these goods that you referred
to for which we have not received dollars.

The CHAIRMAN. Yet you put a dollar mark on it and said that we
did receive it in dollars, or indicated it.

Mr. SCHAFFNER. The way this is handled is this. On the other side
of our balance of payments here is this item, U.S. Government grants
and credits. So that you have an offsetting entry under that item
for the exports that go out without our getting payment.

Senator TALMADOE. How much do the grants amount to ?
Mr. SCHAFFNER. Well, the total here for U.S. grants and credits last

year gross was $3.4 billion.
The CHAIRMAN. ' If that is $3.4 billion, and the other figure was $4.7

billion, we actually had a cash income above the outgo of $1.8 billion,
then.

Mr. SC JAFFNER. Sir, the U.S. Government grants and credits takes
other forms than commodities. The $4.7 billion is a commodity sur-
plus figure, whereas the grants and credits item includes services and
other things.

Senator KFmm. The chairman asked you how much of the $4.7
billion was not paid for or did not--was not reflected in returning
dollars, that is the question that he asked you.

Mr. SCHAFFNER. And the answer, sir, is somewhat over $2 billion.
Senator KRR. How much over $2 billion?
In the neighborhood of $22 billion, $23jj billion ?
Mr. SCHAFFNER. Between 2 and 2,Y2, sir.
Senator Krim. So the minimum, the $4.7 billion, shoud be rediibed

before you get to the grants that might have come back would' be
$21/4 billion, is that a reasonable statement? .

The CHAIRMAN. In other words, it cuts the figure practically into
half, and I do-not know if any of these grants have come back. We
rarely collect anything on the money we Joan abroad.
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I would like to ask you about that. How much money lastyear
did we collect on those grants, and what was spent back here?

Senator Kmm. The reporter does not act to the shaking or nodding
of the head.

The CHAMMAN. I think we ought to get a full statement of that.
Anybody that would read this record would think that we had a
favorable balance of dollars on our export and import trade of $4.7
billion. Now, it appears that a part of it is involved in gifts and

other things and we get nothing in return, and yet you put the dollar
S value on it.

Mr. SCHAFFNER. Sir, as I said, of this amount that is sent out, this
somewhat over $2 billion that is sent out, we do show that we do not
get dollars back for that in effect by putting up on the other side of
our balance of payments, this item of U.S. Government grants and
credits.

The CHAIRMAN. Where does it come from? Do you have a list?
What nation is paying us anything back? Who is giving us anything
back on foreign aidv?

Mr. SCHAFFNER. There are the items, as you say, sir, for which we
did not get at least an immediate return. In some cases there is a
longer run return, it is loan transaction which eventualy-

The CHAIRMAN. I understand that is what you thought it should
be. There should be some credit here on what you call the U.S. grants
and credits in this statement, is that correct? In other words, some
of that comes back?

Mr. SCHAFFNER. Over a period of time, where it is a loan, a U.S.
Government loan.

The CHAIMAN. What came back last year, and what nation paid it?
T do not know of any nations that are paying us back anything. We
have given $80 billion away to these nations, and if any of them have
paid it back except maybe a few loans they have made, I do not re-
member it.

You do not use the word "loan" here, you said "credits and grants."
You certainly do not get anything back on grants.

Mr. SCHAFFNER. That is correct, sir. On loans there was roughly
$600 million repaid last year.

The CHAIRMAN. What is $600 million out of $80' billion ? That is
what we have spent in foreign aid since we started.

Senator KEn. $84 billion.
The CHAIumAN. $84 billion, Senator Kerr says.
We went over there and got Germany to pay $600 million back,

didn't we, a year in advance, and she thought that she was doing us
a great favor by trying to get us out of a hole which these payments
that we have made abroad put us into. And that is all I know that
has come back.

What else has come back? If Germany owes some more money
maybe she will pay because Germany is much sounder today than
the United States, the German mark is sounder. We have got $100
million of German marks in our portfo;io, because the Treasuiy thinks
that they are sounder money than the American money, and we are
not getting any interest on them.

Is that right?
Mr. Sciuimpm. I think the Expopt-Import Bank has had a very

good record of collection on its loans, sir.

/
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Senator KERR. Now what is the answer to the Senator's question
on how much interest we get.on these marks in our portfolio ?

The CHAMMAN. Is it true we have got $100 million of German
marks in our portfolio I

Mr. SCHAFPNER. I am not familiar with that figure, sir.
The CHAnMAN. That is not in your department.
Mr. Flues, do you know about that?
Mr. FLUES. No, sir; I do not.
The CHAIRMAN. Who does know?
Senator KF.RR. That is an unfair question.
Pardon me, Mr. Chairman.
The CHAIMANi. And we have invested $100 million of our money

in German marks, we are entitled to know, Congress is, if it has been
done, and why it has been done, and so forth.

So would like to ask somebody in the Treasury to make an ex-
planat on to this committee of whether that is true or not true. I
understand it is true.

Senator SMATHFR8. Mr. Chairman-have any of you arrived at a
net figure as to what actually our balance-do we have a plus factor on
balanceof payments?

The CHAinMAN. I do not know what we have, I thought we started
with a plus factor but it seems we have reduced it over half.

Senator LoNG. Might we just get the rest of that list read in the
record, Mr. Chairman, and then ask any questions we want to ask
about these other items ?

How much do you expect these items are going to save I You said
at first that you hoped that you aregoing to expand your exports
over imports. I am not at all peruade tht the first quarter show-
ing indicates that you are going to do that.

Please read the rest of them.
(The following was later received for the record:)

SUMMARY OF MEASURES RECOMMENDED IN CONNECTION WITHr BALANCE or
PAYMENTS

1. MEASURES TO EASE THE SHORT-TERM DEMAND rRONatM

1. Measures to improve International monetary Institutions--under active
study by Treasury staff under direction of Under Secretary for Monetary Affairs.

2. Use of U.S. drawing rights in the International Monetary Fund--considera-
tion of exercise if and when appropriate, and efforts to facilitate drawings by
other Fund members in convertible currencies other than the dollar.

. Special interest rates for dollar holdings by foreign governments and mone-
tary authorities-legislation to exempt from regulation the rates of interest
paid by banks on time deposits held in this country by foreign governments or
monetary authorities; legislation to encourage foreign dollar holdings by uni-
fying the tax treatment of foreign central banks' earning assets in this country.

4. Prohibition of holding of gold abroad by Americans--enforcement plans put
into operation; Bureau of Mint licensing procedures promulgated for foreign
branches of U.S. companies using gold abroad for industrial, professional, or
artistic purposes.

I. MEASURES TO CORREOT TU1 BASIo PAYMENTS DWICITO .AD AoMHv LONGE= TMR

1. Action by the Senate to approve the organization for economic cooperation
and developnent-favorable action taken.

2. Export promotion--regloial expansion committees active in, organizing
clinics, workshops, and trade meetings on this subject; U.S. foreign trade centers
organized and planned; followup procedures established.
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3. Cost and price stabilization-Advisory Committee on Labor and Manage-
ment created to encourage productivity gains, advance automation, and encour-
age sound wage policies and price stability, and other measures designed to
make American goods competitive in international markets.

4. Export guarantees and financing-program developed by Export-Import
Bank comparable to those offered by foreign countries, designed to place our ex-
porters on a basis of full equality with their competitors in other countries.

5. Foreign travel to the United State--legislation to encourage foreign travel;
promotional campaign underway.

0. Agricultural exports-program to expand under active implementation by
Department of Agriculture.

7. Policy on economic assistance-emphasis placed on procurement of Ameri-
can goods.

8. Tariffs, restrictions and discriminations against American exports-con-
tinuance of efforts toward removals of remaining restrictions against American
exports, and negotiation in GATT for tariff reduction by foreign countries for
the benefit of our exports.

9. Promotion of foreign investment in the United States-enlisting interest
of foreigners who may wish to invest in the United States, and efforts toward
achieving higher degree of liberalization of laws and regulations of European
countries with strong reserve positions to facilitate such investment.

10. Abuse of "tax havens"; taxation of American investment abroad-legisla-
tion to prevent abuses and consideration of whether present laws unduly
stimulate capital flow abroad through special preferential treatment.

11. Foreign assistance contribution to the less-developed countries and the
common defense-conferences and special missions undertaken with this end in
view.

12. Reduction of customs exemption for returning American traveler-legisla-
tion to lower tourist duty-free exemption from $500 to $100.

13. Centralized review of dollar outlays-active consideration by Bureau of
Budget and Treasury, in consultation.

14. U.S. military expenditures abroad-reductions planned in dollar expendi-
tures abroad in various fields, including smaller purchases by military personnel
of foreign goods and facilities; prohibiting transportation of foreign cars at
Government expense; stepping up savings bond drive; allowing special $50 gift
duty-free legislation to lapse June 30, 1961.

Mr. FLUES. Here is one item guaranteeing exports, helping to finance
them where needed, that is one effort to improve our export picture.

And, then, as you know, we are trying to attract foreign tourist
travel to the United States.

The Department of Agriculture is seeking to increase the amount of
agricultural exports.

We are trying in GATT and other places to get tariffs and restric-
tions and discrimination against American exports removed.

Senator WiLLumS. How long have you been trying that ?
Senator BuTL. How long has that been going on I For years and

years, hasn't it?
Mr. FLUES. Yes.
Senator BUTLER. Any hope of succeeding!
Mr. FLUES. I would hope so.
Senator DouoLAs. Do you propose to reduce imports of textiles from

Hong Kong?. Senator LONG. Might I just ask, Mr. Chairman, that prior to these
other questions we let the witness read this list, because I would like
to know what they are, and then I would be glad to yield for the other-
questions.

Mr. FLUES. We are seekin g to promote foreign investment in theets ~ iveten in thee'o
Thiited Stntes, and this 1ets 9ack to trying to reieve the pressure on
Western European-trying to relieve the pressure) in effect, in
Western European countries in the form of restrictions against.
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capital investment abroad. The Department of Commerce has a pro-
gram to stimulate that form of investment.

Senator SMATHERS. Isn't that completely inconsistent with what you
are now talking about I

Mr. FLUES. No, sir; I don't believe it is.
Senator SMATHERS. Read that again.
Mr. FLUES. What we are seeking to do is to get the European coun-

tries to loosen or eliminate their restrictions on foreign investment,
with the hope that we can attract some of that foreign investment to
the United States. And we are also seeking to correct the situation of
tax havens.

Senator BumEn. Mr. Flues, you said something about encouragingexports.Mr. FLUES. Yes, sir.

Senator BUTLER. But you didn't complete it. What was that?
What is the program ?

Mr. FLUES. One is, of course, an export guarantee; and assisting in
financing is one measure of helping.

Senator BUTLER. But that is one point I wanted to bring out. You
are going to increase your exports by having the Government of the
United States guarantee the bill of the domestic producer; is that the
program?

Senator LONG. Might we just get the rest of these items?
Mr. FLUES. If you are trying to meet the foreign competition, that

is done, as you know, by many foreign countries.
Senator BUTLE I know it is. I am just pointing out what the pro-

gram is, the guarantees of credit would be guaranteed by the Govern-
ment of the United States.

Mr. FLUES. That is correct.
Senator BUTLER. And then anybody that makes anything could go

over with a free hand and sell anything they wanted to sell and pass
the bill on to Uncle Sam. That is a good way to get exports, but it is
not profitable.

Mr. FLUES. Now, you ask how also in other ways we are helping
our export picture. We are seeking to improve and increase the
number of commercial representatives abroad and their facilities.
The State Department and the Department of Commerce are in a
joint effort to do that.

The CHAIRMAN. You have not come to any legislation yet, have
you?

Mr. FLUES. Nosir.
The CHAIRMAN. Go ahead.
Mr. Fttrs. These are all measures that are being considered and

worked on now.,
Senator LozNe. Is that all of them, or do you have some molre I
Mr. FLUES. For instance, there are two new foreign trade centers

to be built at London: and Bangkok, itims like that which, we.hope,
will increase our export trade.

Senator LONG. But of all these itemi; out of all of them there i8
not one on which you can place a reliable dollar estimate, or even
a reasonable dollar estimate All of them are speculative, they guess
at something, they encourage something; but what is going ti come
ou.ofi tyou ont ki ... w .d ,. .ma i aMr. FLUES. That is right ; we don't know iat this tim, e.:.:.
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Senator LoNe. I am not going to argue about the thing because
I am on the same team you are on, at least I would like to think so.
But here if Senator Douglas had an amendment on the Sugar Act,
that would with less trouble save more money than all the rest put
together.

But the administration defeated that-
Senator DoUoLAs. Yes; we faced the opposition of the administra-

tion on that.
Senator LoNe. And that was $150 million extra as a bonus payment

on sugar when we are already paying a good price for the sugar, and
the people would have been happy to sell it at the existing price, at
the worth price-would have been glad to move the sugar to us.

And then we look down here and see all these big items, where you
would have had some control.

Now, if we are really running short-if our bank is not solvent-
it looks like that is how it is getting to be-there are some items we
have real control on. We have control-for example, we can't control
our export portfolio, but we can surely control our import; that we
have some power over. We can control the amount of grants-in-aid
that we are voting away from here; we can say something about the
investments abroad, how much we are going to let go out of here.
We can say something about this $3 billion item for these military
expenditures, troop payments; and also some of these nonmilitary
services are being paid for by the U.S. Treasury under various acts
to ship things here and there in foreign bottoms.

You have items where you really have some power to control them,
and the big ones it seems to me you are not touching. You are dealing
in terms of all these speculative things that might work and might
not.

Now, I would like to ask you about this aspect. We are told now
that we have to hold interest rates high to encourage foreigners not
to ask us to pay them in gold not to ask for gold payment on these
dollars, hold the interest rates high on short-term securities-and most
of our securities are short-term securities. Isn't that about the same
thing as having a bank that is insolvent and telling the investor there
that "If you leave the money in the bank we will pay you a higher
interest rate," when the real answer would be that you ought to con-
duct your business in such a way that the bank is solvent whether
they make a run on the bank or not? Isn't that about what that
amounts toI

Mr. FLuzs. Senator, you are covering a rather wide spectrum.
Senator LoNG. Let's just take this last issue.
Mr. FLUES. I came up here to testify to the exemption bill.
Senator LoNG. If you are running a bank, shouldn't you run your

bank in such a manner that if the investors want to call for payment
yau can pay them I

Mr. Fuzs. If I were a banker, I would certainly want to be in that
nice position.

Senator Loya. Now wouldn't it be sn unsound concept to operate
you bank in such a fashion that you have to tell these fellows you will
pay them higher interest rates if they will leave their money in your
bank because you can't come up with ash I

Mr. FLUMs. Well, sir, there are rshy differences between running
bank and rnitg a nation, .1

/
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Senator LoNG. Well we haven't gone off the gold standard for in-
ternational payments, have we I We still recognize it, don't we, and
isn't gold the only international currency that is recognized by all
nations? We can't make them take dollars, can we? They are en-
titled to demand gold payments.

Mr. FLUES. That is true; at least the central banks and foreign
governments.

Senator LONG. Then, as a practical matter, doesn't it mean that
we are saying we will pay high interest rates in order to urge people
to leave their gold here? Doesn't that amount to the same proposition
as a banker JIlaving his bank in such shape that he can't pay up and
urging people to leave the money there on the theory that he will pay
higher interest rates if they will leave the cash there; isn't it the
same principle?

Mr. FLUES. Well, I say, again, sir, that this is in a different area
than the private bank. And furthermore, it is a little outside, I be-
lieve, the current inquiry on tis bill.

Senator LoNe. I see I am not going to get a direct answer to that
question.

But if you are operating as a bank you should do it in such a manner
that you would be solvent whether the other guy wants you to be
solvent or not.

Mr. FLUES. That is correct.
The CHA MAN. Mr. Flues, I have got a question I would like

answered.
Mr. FLuES. I have not completed my statement, if you would likeme

to finish it.
The CHAMMAN. I would like to et this in.
Senator Douglas wants to ask you some questions tomorrow

morning.
Mr. FLUES. All right, sir.
The CHAIRMAN. NOW, on this balance of trade-and this is a state-

ment you have made here--isn't it true that the imports are on foreign
value, is that correct? In other words, the imports of $14.7 billion
are not on landed value, they are on foreign value, are they not ?

Mr. FLUES. That is dollar value, $14.7 billion is dollar value.
The CHARMMAN. It is foreign value translated into dollars?
Mr. FLUES. That is correct.
The CHAnUrfA. And the exports are on the American or U.S.

value?
Mr. FLUEs. Correct.
The CHAIRMAN. Now, would that make any difference in this

comparison?
Mr. FLUES. No. Each, after all, is being expressed in American

dollars, each figure.
The CHAIRMAN. Are they on an equal basis ?
Mr. FLUEs. The foreign values have been translated into Aierkican

dollars. When the transaction is handled, it is converted at-that
tizne into American dollars at the official rate.

The CHAUMMAN. Now, there is one other question that I would like
to ask, -and ifyou can't answer it today you can answer it t9n0orrow
morning. . -"y y c answer

Are there any American firms that have established businesses
'abrbad-and shipped-back-into thi. comwry their products 1!
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Mr. FLUs. Yes, there are a number that have done that.
The. CIxIAIrRA. They are getting concessions by reason of going

abioad in the field of taxation, and then by reason of the lower labor
rate abroad and lowering the tariff, they are able to ship back into
this country and compete with American industry, although they
are American companies, is that correct?

Mt. .FLUES. They certainly have been shipping back to this country,
sir.

The CHAIRMAN. Have you got a list of those that do that?
Mr. FLU-Es. No, sir, I do not.
The CHAMMAN. Could you explain to the committee or get some-

body to do it as to whether or not they do that by reason of any tax
advantages that these foreign companies receive as compared to
American companies?
Mr. FLUES. We will do our best to at the earliest practicable date.
The CHAM1AN. The reason I asked that question is that I think

the unemployment is one of the greatest dangers this country has,
and if we encourage American industry to go abroad and use the
cheap labor rates abroad, and then reduce the tariffs and have them
shipped back to this country and thereby deny this particular work
to the American worker, we certainly are going to increase the un-
employment, isn't that rightI

Mr. FLuEs. That could be the result.
The CHAIRMAN. Of course I recognize the right of the companies

to go abroad, but I think if there is any tax concession that entices
them to go abroad and send back goods to this country, that that
should be investigated.
. Mr. FLuEs. I understand that there is legislation pending now
tending to correct some of these situations abroad. I previously re-
ferred to the tax haven situation as one.

The CHATRMAN. Is there any substantial shipments from abroad
from those American owned factories?

Mr. FLUES. Coming to this country, sir?
The CHATRMAN. Coming to this country, yes.
Mr. FluEs. I have no figures on the size of those imports into the

United States from such sources.
Senator SMATHER. You can get that, can you not? Do not General

Motors and all these automobile companies have foreign subsidiaries
which ship back to the United States that which they manufacture
overseas?

(The following was later. received for the record:)

Baports of U.S. companies abroad to the United Statee, by area 1957

[MUllons of dollars]

Areas: to U.S.
-Canada--...---- - ------------------------------- 1,363

Latin American Republcs --------- -------------------- ' ,563
Western Hemisphere dependences.. 2 . ------------------- 114
Europe - - - - - - - - -

-Africa.-- ------------------ 104
.Asia .. --------------------------- -------- 291
Oceania ------ ------------ 1--------------------17
Internional (oUI tanker services) ---- ------------------------ -120

NoT--WIfi not'add to total due to rounding.

/./
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Mr. FLUES. Senator, the advent of the compact car in the United

States has substantially halted the importation of foreign made auto-
mobiles. The only foreign company that has been able to do, much
in the way of the foreign imported car is still the Volkswagen.

Senator SMATHERS. Are you saying that there is no longer any
competition from foreign made cars?

Mr. FLUES. There will always be competition. I imagine that they
will try to improve their export situation in order to create a big
demand on the American market.

Senator SMATHEIRS. I think the Volkswagen is pretty much foreign
owned.

I think what the chairman has reference to, isn't it a fact that the
Chrysler Corp., for example, has an investment in an automobile
concern in Germany?

Mr. FLUES. Yes, and Ford has investments in England,. But those
foreign cars have been pretty well met in the competition by the com-
pact automobile.

Senator SMATHERS. Can you establish that fact?
Mr. FLUES. Yes; we can establish that fact; we will be glad to give

you some figures on it.
There are some foreign cars, for instance sports cars, like the MG,

that have no competition in the United States because the American
manufacturers don't produce a similar type of car. There is an
American market here, therefore, that is not met by anybody but this
foreign manufacturer.

But we will get these figures for you.
The CHAnMAN. Would it be possible to have them tomorrow

morning?
Mr. FLUES. We will do our very best, sir.
(The following was later received for the record:)

Imports of passenger automoblle8

Number ofI Value
automobtle

19M......................................................................... W&9 47

1st 3 months of 1960 ................................................ 177,02? i 916
1 8 months of 1961 ............................................ 7 561,34

The CHAIMAN. Understand, what the chairman has in mind is not
a criticism of American industry going abroad. But it is a criticism
if by our own laws, tax laws and reductions of the tariff, we create
a situation whereby these American companies that go abroad can
use cheap labor abroad and ship back into this country m unfair com-
petition with American labor.

That is what I have got in mind.
I submit for the record a letter and accompanying statement from

Mr. S. G. Tipton, president of the Air Transport Association. Mr.
Tipton advocates an amendment which would make no change in the
present allowance on purchases in Canada and Mexico but would
reduce from $500 to $200 the allowance on purchases elsewhere in the
world for a 2-year period.
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(The letter and statement follow:)
AIR TuNsPolrr AssocIATION,
Wahspgtox, D.O., June 21,1961.

Re H.R. 6611.
Hon. HARaY F. Bymw,
Chairman, Oommittee on Finance,
U.S. Senate,
Waeshfgton, D.O.

DsAR Ma. CHAIRMAN: We wrote you on May 24 expressing some concern
that the House bill seemed to impose an unduly severe restriction in the amount
of duty-free goods returning residents might bring back into the United States.

The attached memorandum amplifies somewhat our views on this subject,
pointing out that in some respects it seems to work in the opposite direction of
the bill Just passed by Congress, S. 610, encouraging foreign visitors to spend
more money in the United States. The amendment we have suggested would
treat our next-door neighbors, Canada and Mexico, as at present, while reduc-
ing the duty-free allowance on goods purchased elsewhere in the world.

We appreciate the committee's continuing consideration of these views and
request that our memorandum be made a part of your record.

Very truly yours,
S. G. TiPwN.

The Air Transport Association of America represents substantially all of the
certificated scheduled airlines of the United States. Whether engaged in do-
mestic or foreign commerce, all of the airlines have a vital interest in the deter-
mination of government policy related to international travel.

The arlines are concerned about some of the effects of H.R 6611 and object
to it in the form in which it was passed by the House. They recommend a modl-
fication of the bill.

If enacted in its present form, HR. 6611 would reduce by 80 percent, the value
of purchases our returning residents are permitted to bring back from abroad
duty free. Under paragraph 1798 of the Tariff Act of 1930 as amended, return-
ing American residents are today permitted to bring back personal possessions
purchased abroad valued up to $200 duty free once every 30 days if they are
absent from this country at least 48 hours. In addition, such returning residents
may claim an additional $300 duty-free allowance once every 6 months if they
are absent at least 12 days. Since the American tourist is not likely to take more
than one foreign trip In any one year, the combined $500 duty-free allowance is
usually available to him at one time.
H.R. 6611 in its present form would remove both the $200 and the $300 allow-

ance until July 1, 1963, and would substitute in lieu thereof a $100 allowance for
all returning American residents who have been abroad at least 48 hours. The
purpose of this legislative proposal, as explained in House Report No. 384, is to
provide a temporary reduction from $500 to $100, In the amount of purchases
abroad that a returning resident of the United States may bring back into this
country free of duty, as part of a program to counteract our present unfavorable
balance-of-payments position. House Report No. 384 goes on to explain that
the reduced amount of tourist exemption called for by H.R. 6611 will, "still leave
the United States in the position of extending to its returning tourists more fa-
vorable duty free treatment of articles purchased abroad than do most other
counttiiee of the world, and that the enactment of the bill will be of assistance
in the present efforts to reverse the unfavorable balance-of-payments position
of the United States."

In another such effort to curb the btlance-of-payments deficit, Congress re-
cently favorably *considered a 'bill, S. 610, to establish a U.S. travel service
for the purpose of encouraging increased travel to the United States by residents
of foreign countries. In order to carry out the purpose of this legislation, the
SIeretary of Commerce was directed by Congress to, among Other things,'con-
ftct a comprehensive promotion program; to encourage the development of
tourist facilities; and encourage the simplfIcaiton, reduction, or elimination of
barriers to travel, and the facilitation of international travel generally.

.tiring the course of Ithe bearings on the travel bill, 8 .11, expert witnesses
testified at*46th as to the argent need for removing barriers to traVel. Amongst
the various barriers mentioned in this connection were currency restrictions and
other related economic controls imposed by ctain foreign countries restricting
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the travel of their citizens. There was general agreement that to persuade
foreign governments to elimIniate or ease such restrictions, would be one of the
principal activities our Government should undertake to increase the flow of
travel to the United States.

While currency restrictions affecting travel to this country have been con-
siderably eased in recent years, much work remains to be done in order to per-
suade foreign governments to ease duty-free allowance restrictions.

In other words, while citizens of many foreign countries can acquire the neces-
sary exchange for a trip to the United States, restrictions are imposed on the
value of goods purchased here, or on specific American commodities, which they
may bring home without paying duty.

It would, therefore, seem inconsistent to so drastically reduce our own duty-
free allowance at a time when we are engaged in a program to promote and stim.
ulate travel to the United States by citizens of other countries, and the purchase
of our goods by such foreign tourists. This is especially true if the pro-
posed reduced duty-free allowance contributes little toward a solution of our
balance-of-payments position.

The Bureau of Customs has Indicated that less than 3 percent of all returning
American tourists in 1959 purchased articles abroad valued at more than $500,
and that less than 13 percent had purchases valued at more than $200. In
hearings before the House Appropriation Subcommittee on March 0 of this year,
the Bureau of Customs estimated that spending abroad may only be reduced
between $140 and $175 million if the allowance is cut to $100, and about $80 mil-
lion if the allowance is cut to $200. Customs officials have reiterated that these
are estimates in every sense of the word, since no one is in a position to say
definitely to what extent spending abroad will be reduced if duty-free allowances
are lowered.

While the question of duty-free allowances may warrant consideration at
this time, the reduction to $100 provided for in the House bill is rather severe,
both from the point of view of the American public and reaction abroad. We
urge the committee to consider the proposed reduction in the light of efforts
to liberalize similar foreign customs allowances in connection with the program
to promote travel to this country.

Current duty-free allowances here stem from legislation enacted In 1948 and
1949 for the purpose of encouraging foreign travel as well as to provide a
realistic dollar value allowance in terms of actual purchasing power. From
1897 to 1948, the duty-free allowance was $100--the same amount as is being
proposed today. If this amount was unrealistic in 1948 in terms of purchasing
power, It is even more so in 1961. Further, our national policy of encouraging
foreign travel by American citizens should not in any way be compromised unless
national security or national economic requirements far outweigh other public
considerations.

We urge the committee to give consideration to the attached amendment
which would make no change in the present allowance on purchases in Canada
and Mexico but would reduce from $500 to $200 the allowance on purchases
elsewhere in the world for a 2-year period.

Am TRASPORT AssoorAnot or, AxumucA,
Washingtot, D.C., May 24, 1961.

Hon. HARRY P. BYRD,
Chairman, Oommittee on Flnance,
U.S. Senate, Waehingto D.O.

DEAR Ma. CH1AIRMAN: It is our understanding that H.R. 6611, which passed
the House on May 17, has been referred to your committee. If enacted in its
present form, H.R. 6611 would reduce by 80 percent the value of purchases our
returning residents are permitted to bring back from abroad duty free.

Under paragraph 1798 of the Tariff Act of 1930, as amended, returning Amer-
ican residents are today permitted to bring back personal possessions purchased
abroad valued up to $200 duty free once every 80 days if they are absent from
this country at least 48 hours. In addition, such returning residents may claim
an additional $300 duty-free allowance once every 6 months if they are absent
at least 12 days. Since the average American tourist is not likely to take more
than one foreign trip in any one year, the combined $0 duty-free allowance is
usually available to him at one time.

T1484-1----4
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Although the Bureau of Cnstoms has Indicated that less than 8 percent of
all returning American tourists In 1919 purchased articles abroad valued at
more titan $500, and that less than 13 percent had purchases valued at more
that% $200, there are those who believe that some temporary reduction in the
duty-free allowance might well contribute toward a solution of our blanuce.of-
paytents problem.

However, in hearings before the House approprintions subcommittee, the
lureaut of Customs ettnted that spending nhroad inny only be reduced be.
tween $140 to $1711 million if the allowance Is cut to $100, and about $S0 million
if the allowance Is cut to $200. Customs omelals have reiterated thnt these
are estimates In every sense of the word, since no one Is In a position to s|iy
definitely to what extent spending ab1ond will he reduced If duty-free allow-
ances are lowered. Furthermore, the Commissioner of Customs has Indicated
tht he will e reqoulred to ask Congress for an additional $1 million In order
to hire about 150 additional customs employees to carry out the provisions of
the House bill.

We agree that the matter of duty-free allowances may warrant considera-
thin at this time, but we are of the opinion that the reduction to $100 provided
for in the House bill Is rather severe, both from the point of view of the
American public and reaction abroad, Reaction abroad Is particularly note-
worthy lit this respet, since we are now engaged In a program to promote
and stimulate travel to the United States by citizens of other countries and
the purchase of our goods by such foreign tourists.

Current duty-free allowances stem from legislation enacted in 1948 and
1019 for the purse of encouraging foreign travel as well ns to provide n
realistic dollar value allowance In terns of actual purchasing power. From
1897 to 1048, the duty-free allowance was $100-the same amount as is being
roised today. We submit that if this amount was unrealistic In 1948, It
even more so In 1061.
We urge the committee to reconsider the reduction proposed by the House

and, In the event somse temporary reduction Is determined necessary, to give
consideration to the amendment contained In the attachment.

Very truly yours, S 0. Tzno.

PaomOeu AMIgzNouNT TO Titie TAtrr AcT

That paragraph 1708(c) (2) of the Tariff Act of 1930, as amended (19 U.S.C.
1201, par. 1708(e) (2) ), Is amended by striking out "$300 In addition, if such
person" In subdivision (B) and inserting In lieu thereof "300 In addition, If
such person arrives from a contiguous country before July 1, 1003, or $300 In
addition, if such person arrives from any country on or after July 1, 1903,
and In either case he 0 * *."

The Chair will have to go to the floor because there is n bill pend-
ing from the Finance Committee. And we will recess until 10 o'clock
tomorrow morning.

(Whereupon, at 12:30 p.m., the committee recessed, to reconvene
at 10 am., Friday, June 23, 1961.)
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FRIDAY, JUNE 23, 1961

U.S. SENATE,
CoMITTEE, ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice at 10:10 a.m., in room 2221,

New Senate Office Building, Hon. Harry F. Byrd (chairman)
presiding.

Present: Senators Byrd, Kerr, Douglas, Williams, Carlson, and
Bennett.

Also present: Elizabeth B. Springer, chief clerk.
The CUIAIMArT. The committee will come to order.
Mr. Flues, will you continue reading your manuscript.

STATEMENT OF HON. A. GILMORE FLUES, ASSISTANT SECRETARY
OF THE TREASURY; ACCOMPANIED BY DAVID B. STRUBINGER,
ASSISTANT COMMISSIONER OF CUSTOMS-Resumed

Mr. FLuiMS. In general, the $100 exemption provided for in the
proposed bill is far more generous than that provided for by other
countries for their returning residents. Duty-free allowances in the
European countries which grant them range from $12 to $50. In
Latin America the usual range is from $50 to $100. Canada grants
:$100 every 4 months-as compared with our proposed $100 every 30
days. (Canada grants an additional $200 every 12 months but only
with respect to Canadians returning home from outside of the North
American Continent.)

Of course one cannot be generous as we have been, over a period
of years without getting people used to such generosity and coming
to expect it as a matter of right. Consequently, you are likely to hear
complaints that the return to a $100 exemption after 13 years of more
luxurious treatment will cause hardship.

But no traveler to foreign lands can claim he has an inherent right
to purchase large amounts of merchandise, which shall be duty free,
-especially when those who stay at home--whether they travel within
the United States or stay in one place--must pay duty on everything
they import. We figure that the average rate of duty charged re-
turning tourists on what is brought in over the exemption is about
15 percent. This means that with a $100 exemption the tourist can
bring back $500 worth of personal purchases if he pays about $60 in
duty., I do not see why, under the circumstances we have before us
today, he should not be asked to pay the $60 in duty if he wants to

:make these purchases.
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Indeed, our figures show that well over 90 percent of returning
tourists claim $200 or less in exemption. Their sacrifice, there-
fore, on passage of this legislation would average $15 per person if
they purchased abroad up to this top $200 figure.

I do not feel this is a very large sacrifice to ask of persons who are
fortunate enough to afford a trip abroad, especially when viewed
against the background of the other expenses of such a trip.

Furthermore, well over 50 percent of our returning tourists bring
in not more than $100 of foreign purchases. They are not called upon
by this bill to make any sacrifice at all.

We still have a balance-of-payments situation that must be brought
under control. Here is one method that can help. I recommend
that it be so used.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you.
Any questionsI
Senator CARLSON. Just one or two thoughts, Mr. Chairman.
I believe you just stated that 90 percent of these tourists bring

in $200 or less; and 50 percent, $100 or less and, therefore, the 50
percent would not be affected at all by this bill?

Mr. FLUEs. Yes, sir.
Senator CARLSON. Under the proposal it is $100, as I read the bill,

if you are out 48 hours, is that correct?
Mr. FLUES. That is correct.
Senator CARLSOn. What would you think if we tried to-if the com-

mittee should decide to increase this to $200 providing they stayed
7 or 10 or a certain number of days, and not leave it at just the one
figure, $100 for 48 hours; what would happen?

Mr. FLUEs. As I understand your question you are asking what
would be the results if we were to cut the figure down only to $200
rather than to $100; is that it?

Senator CARLSOn. Well my thought is that these folks that go over
and stay for some length of time, spend considerable money over
there, they are willing to spend it, whether they bring it back in
g goods or not, and I do not think, just reading the statistics, that this
1100 to $200 increase for these people that stay a certain length of
.time would make much difference in the balance of payments.

That was my point in raising this.
Mr. Fl uE. Well, sir, if we had an exemption of $200 rather than

the $100, roughly, this would cut down on the number of conserved
dollars, as we may call them, by approximately 50 percent.

.This would be 50 percent, let us say, of the figure of $167 million,
which Senator Bennett calculated yesterday on his statistics, or 50
,percent of the area in which we calculated it-between $145 million
and $175 million.

Roughy, it would cut down that amount by 50 percent. So you
can say that somewhere between $65.million and $80 million would be
cnserved in dollars if we were to' have the exemption figure of $200
rather than $100.

SenatorCfAnoN. I agree with you, Br. Flu es, that would be true.
But, as I see it, if a person can spend' 48hours over there and bring

back . 100 worth of goods, and lie has to spend 80 days in order to bring
back$200, the difference in the balance of payments is that the man
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spends money over there for 30 days, as distinguished from the man
who stays over there for 48 hours, in addition to this $100 worth of
goods that he brings back. That is the point I can't quite get clear in
my mind.

Senator BPENNm-r. Are you through?
Senator CARLSON. Yes.
Senator BENNmEr. Just to clear up one little problem that remained

in my mind after yesterday's discussion, if an American resident of El
Paso goes across the bridge to Juarez, is he now limited to $100 every
30 days?

Mr. FLUES. That is correct, under the new bill.
Under the present law, it is $200.
Senator BENNETT. Every 30 days?
Mr. FLUES. Every 30 days; yes, sir.
Senator BENNETT. Now, I have only crossed that bridge once, but

I was very interested to see that nobody seemed to stop and date any-
thing. I had the impression that people could go across the bridge
and buy what they wanted unless they brought back $200 worth, they
just passed through.

And how do the customs people know that this man was there 20das ago ?No names are taken.

Mr. FLUES. Well, of the millions of people that pass back and forth
across the borders of Mexico and Canada, and the number is approxi-
mately 100 million per year-Customs by its examination of people,
of the declarations which are filed, has figured out that only about 1
million of that 100 million are in the category of tourists. These are
the people that go across the borders to buy something and bring it
back into the United States.
* Obviously, with the tremendous flow of people back and forth across
the borders, customs has a tremendous job of sorting these people
out. But they do the best they can. And their experience has shown
pretty well that their calculations are correct.

Senator BENNETT. As I remember it, when I crossed the border to
Canada and came back, I had to go through the same routine as when'I
went abroad to Europe I had to have a health certificate, and I had
to have-I don't think I iad to have a passport, did I?

Mr. FLuES. No.
Senator BENNmr. No I didn't have to have a passport, but I went

through customs, but when I crossed the-bridge into Juarez I was
just one of a line that finally passed a window, and nobody stopped to
ask me for any documents or anything.

Now, it seems to me that this must be a situation in which people can
go back and forth freely and nobody knows whether it is one day or
20 days since they went over there.

Mr. FLUES. Senator, you are an honest man, and you look like an
honest man. The customs people have a pretty good size-up on those
who seek to abuse the prvilege.

Senator DouoLs. %tat is the mark of an honest or dishonest manI
Mr. FLUES. First, a man who is trying to abuse his rights does it

more than once, and quickly acquires a record of this kind of thing.
And from that point on, customs has him indexed and is looking for
him when he crosses the border.
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Senator BENN'r . That is all, Mr. Chairman.
Senator CARsoN. I should state there, Mr. Chairman that having

flown and landed coming out of Mexico into the United States you
do go through customs, and the regular procedure when you are dying
and land in a plane and come across the border that way. I might
have been one of the suspicious characters.

The CHAMImAN. Mr. Flues, as I understand it, this duby of 15 per-
cent will bring in a revenue, you estimate, of $25 million, is that
correct?

Mr. FLUES. No, sir.
Senator BENNETT. That was my estimate, Mr. Chairman.
The CHAIRMAN. I say, the difference between the $100 and $500 of

duty free, by having it $400, you pay the duty, it brings in a revenue
of $5 million, is that correct ?

Senator BEN; r. May I reply to that?
The CHAMMAN. That is what I understood you to say yesterday.
Senator BENz;NEw. Because I produced the figure of $25 million.
If you take the $167 million that represents the amount that would

come in over the $100 exemption, and calculate that at an average
duty of 15 percent, you get a $25 million revenue that would be
produced if people did the same amount of purchasing under a new
law that they did under the only law and brought in the same amount.

The CHIAIMAN. The point I am making, I don't care about the
amount, is that that has nothing to do with the balance of payments,
because that $25 million that was paid was paid in this country.

Mr. FLUE. That is correct.
The CHAIRMAN. Now, you depend on the balance of payments, help-

ing the balance of payments on this 15 percent to purchasers abroad
up to $500, is that correct I

Mr. FLUEs. Yes, sir.
The CHAMMAN. Of course, it seems to me that there are a good

many ifs in that.
Now, the 15 percent, is that an average:-here is a watch that I

bought in Switzerland last July; it is a very fine watch and very cheap
according to the prices here-I could have afforded to pay 25 or 30
percent on this watch and bring it in.

Mr. FLUE. That is the average, Mr. Chairman.
The CHAIRMAN. What is the duty on watches?
Mr. FLuEs. This is a very complicated tariff, Mr. Chairman.

Watch movements over 17 jewels are assessed $10.75 each. Cases are
assessed at 10 cents each, plus 25 percent ad valorem.

The CHAIRMAN. In other words, the duty is fixed by what is in
the watch ?

Mr. FLUE. Yes, sir.
The CHAIRMAN. I only make' that point, because I think that we

should understand it clearly that so far as the balance of payments
are concerned, the only effect of the legislation you propose Ls to
deter American tourists from buying abroad above $100.

Mr. FLuES. Mr. Chairman, that is corret.
The CHAMXAI. By reason of the fact that they pay a duty above

$100?
Mr. FLuEs. Correct.. That is one method to conserve these dollars

and keep them in this country. !

r^
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The CHAIRMAx. The fact that you get. a revenue from this duty has
nothing to do with the balance of payments?

Mr. FLUIs. That is true, sir.
The CTAIRMAN. Thank you very much, Mr. Flues.
The next witness is the Honorable Edwin M. Martin, Assistant

Secretary of State.

STATEMENT OF HON. EDWIN M. MARTIN, ASSISTANT SECRETARY
OF STATE

Mr. MARTIN. I am Edwin M. Martin, Assistant Secretary of State
for Econbmic Affairs.

I have a very brief statement, if I might read it, Mr. Chairman.
Reduction of the duty-free exemption of returning U.S. residents

was proposed to help alleviate the unfavorable balance-of-payments
position of the United States.

The duty-free exemption of returning U.S. residents, as provided
for in the Tariff Act of 1930, was originally $100 but was raised to
$400 in 1948 and to $500 in 1949 as one of the many measures taken
by the United States to assist foreign countries in earning dollars at
a time when they were undergoing serious balance-of-payments prob-
lems.

It is only reasonable that the exemption should- be lowered at this
time as a possible aid in meeting our balance-of-payments problem.

H.R. 6611 would make such a reduction for a period of 2 years,
at which time its effect or need could be reviewed.

Some countries have evidenced their concern that this bill will af-
fect tourist travel to their countries. It should be emphasized that
the bill is not intended to reduce the number of Americans traveling
abroad. In fact, it is not expected that the bill will, in any way,
affect the number of American tourists going abroad. But the re-
duction in the duty-free allowance of returning U.S. residents is ex-
pected to affect their expenditures for personal purchase of goods
to be brought to the United States.

Even at the reduced level of $100, the U.S. duty-free allowance is
more liberal than the allowance of most other countries. In response
to a circular instruction from the Department which was transmitted
to all Foreign Service posts on December 6, 1960, the Department
learned that only about a half-dozen countries have a duty-fre allow-
ance which might exceed $100.

For the above reasons, the Department supports the 'enactment of
H.R. 6611.

Also, Mr. Chairman, I was asked yesterday to provide information
on two points. (See pp. 19 and 20 for previous discussion and
request.)

I don't know whether you would like me to read that into the
record at this time or not.

The CHAI MAN. What were the points I
Mr. MARTiN. One was the question of what is the tourist exemp-

tion which now applies ' to returning residents 6f the Netherlands
Antilles.

The other was the sime question as applied to the Bahamas.
The CHAIRAw. Just read'it in the record.
Mr. MARTIN. I have been told to indicate what we now know.
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We are informed by our consulate in Curacao that at present there
is no duty-free allowance for returning residents in the statutes, but
customs officials are extremely liberal in their interpretation of the
laws and regulations.

Many items are admitted free, but duty is generally assessed on
liquor cigarettes, and unaccompanied baggage.

With respect to the Bahamas, I regret to say that we have some-
what conflicting information.

According to the British Embassy here, there is no specific exemp-
tion for returning residents, but they may bring in small quantities of
liquor, cigarettes, and rfume duty-free.

On the other hand, from other information given us, it is indicated
that in fact there is a tourist exemption of about $200 a year.

I would expect this is like a good many other cases in which there
is a general law or regulation, but customs officials have or exercise,
or both, considerable discretion, and it is difficult to be precise about
what is happening.

Senator Douos. What about Bermuda I
Mr. MAirn. I do not have information on Bermuda.
I do not know whether the Treasury does or not, they have those

statistics.
Senator DouoiLs. Mr. Flues has just given a memorandum to me

saying there is no exemption on Bermuda.
Mfr,. MARIN. That woVld be consistent with what I know.
I don't know if it is correct.
But if Mr. Flues has that information, I am sure it ia
Senator BENN'rrr. One British area--I don't know how to describe

it-has no exemption, but permits the officers to use their judgment.
Maybe that is done in Bermuda, too.

Mr. MAR nN. That is possible. ,
I haven't had experience there for a great many years.
The CHAnunzi. Any questions?
Senator Douglas ?
Senator Douoars. Mr. Martin, you feel very strongly that although

the proposed rule would be of some inconvenience to tourists, it is
in the national interest

Mr. M&wrr. Yes, sir.
Senator DouorLs. Now, do you place any restrictions on the amount

of foreign commodities which members of the State Department can
bring in duty-free?

Mr. MAmTN. There are certain restrictions, I am not sure I am
familiar with all the details, there is, of course, a limit to the weight
which can be brought in and paid for by the Government.

Senator DouoILs. Is there any limit to the value?
Mr. MArnm. There is no limit as such to the value.
Senator DouoLAs. So it would be possible for a State Department

official to bring in large quantities of liquor, a great many boxes of
cigars, oriental prints, persian rugs, Louis XIII furniture, and
so forth, duty e te

Mr, MAvilr. I don't think it is quit the same for all aricles.
By arrangements with the Treasury, I was going to add, with re-

spet to liquor, tobacco products, and automobiles, there are special
linutations placed upon State Departmnnt personnel as well as others.
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Senator DouoLAs. Can State Department personnel bring in auto-
mobiles duty free?

Mr. mAnv. Only if title has been taken and has been utilized
abroad. In other words, they can't have them shipped to them in this
country.

Senator DOUGLAS. Suppose a car has been purchased abroad and
driven once, can it be brought in duty free?

Mr. MAnTIN. It is my understanding that itcan.
Senator DouolAs. Do you think that is proper?
Mr. MARTIN. It hasbeen felt so. It depends on-
Senator DouoLAs. You say the restriction should be placed upon

American citizens. Should you have privileges given to Government
personnel which you don't accord to the rest of the citizens?

Mr. MARTIN. I think you should add that as part of the balance-
of-payments program the State Department has now amended its
regulations so that foreign cars cannot be brought in on Government
transportation, that is, the individual has to pay his own trausporta-
tion costs.

Senator DouOLAs. But they can be brought in duty free?
Mr. MARTn. They can be brought in duty free.
Senator DouaLAs. And is it not true that a great many of them

areI
Mr. N smw. Many have been in the past, but having to pay the

transportation costs, I don't think this will any longer be the case.
Transportation costs are equally as important as the duty in many
cases.

Senator CARLmON. Are they more important to a Government official
the transportation charge, to a Government official, than to a tourist

Mr. MARTif. I wouldn't think so. The same charges are involved;
it costs the same.

Senator DOUGLAS. The tourist pays both, does he not?
Mr. MARTix. He will at the present time; yes.
Senator DouaLAs. And the State Department person does not I
Mr. MARTIN. I would int out, as I think Mr. Flues mentioned,

that this exemption is only available to people who stay abroad for a
certain period of time and may have a requirement to purchase a car
abroad to satisfy a transportation need. American cars abioad are
very expensive.

Senator DouaLAs. But a State Department employee can buy a
car, drive it once, and bring it back duty free f

Mr. MATIN. I have no evidence that that is a common practice.
Senator DouqLAs. Isn't that a frequent practice I'
Mr. Afmi. I have no evidence to indicate how frequent it is.
Senator DOuoLAs. Isn't this a matter of common knowledge?'
Mr. M xrI. It is not as far as I am concerned.
Senator DoUaLAs. Have you made any estimate of the average

value of goods brought back by officials of the Stite Departmentt
Mr. MAiri. No, sir. I would point out that in your illustration

you mentioned antiques, Louis XIII chairs, and so forth, It- is my
understanding that true antiques and works of art are duty free in
any case.

Senator DotOLAB. Say imitations, then, Chippendale.
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Mr. MAWrIN. ImiitationA tire another initter. Of course they don't
have the M81 value in ti Couii1try for resale if that. is wiat you are
coneeried with.

Senator |)ouvt.Aa. Are thoy dity I1ree
Mr. MAARTiN. No, sir, but they don't have the value for resale.
Senator DIoutAs. I know, hut do not State departmentt personnel

bring them in dut,;,y freeIMr. MAirn'I, Y es, for their personal tise.
Seratr )oruiTAs. F, ven though sitol goo(R have not been used

abroad I
Mr. MATtI. I believe the understanding is that they have boon

used and they are for their personal use.
Senator l)onITIA. Personal ts1 iln this country I
Mr. MAnTIN. Ill this Country, yes.
Senator DotuAS. is it t.qulred that they have been used abroad I
Mr. MARTIN I am afraid I can't answer that question. I will

have to secure tile inforliatio.
Senator l)ortutA. Will you ttlupply it for the record I
Mr. MAWNX. I shlil.
(The following was later received for the record:)

Dutyt-fr entry In acorded both the used nnd untsed effects of State Depart-
ment |wpronnel returning from an extended overseen nmasIgnment providtd the
effeeta are not being Imported for retale or for the account of another person.
The regulatlons which apply to the entry of much effects are umtniarlned In a
imemorandu which has been Inserted at a subsequent point In Mr. Mnrtln's
testimony.

Senator Doutms. What are the travel regulations oil State Depart-
ment personnel going to anid coming fronti this country I Are they
limited to using American ships fud- Anierican airlines?

Mr. MArrM. At the present time, they are limited to American
ships and airlines unless therm is an overriding reason or public in-
terest why a traveler ias to be in a particular place at a particular
time md there are no American ships or airlines which can get him
there; otherwise there is no exemption.

Senator DotmtA&, When did this go into effect?
Mr. MArIMr. The order has been in effect with respect to ships for

a number of years, and it went into effect with respect to airlines as a
part of this balance of payments operation last fall.

Senator DouiaoA. How stringently is this enforced?
Mr. MAwnxT. My impression is quite stringently.
Senator DouoLA9. Quite stringently?
Mr. MA Tn, Yes, sir.
Senator DouaLA. Are you in charge, or is the Under Secretary for

Administration responsible for travel orders and transportation ?
Mr. MAmfni. It is under Administration.
Senator Douoas. You have nothing to do with that ?
Mr. mAr. Not directly, no, sir.
Senator DouGAs. What are the provisions regarding first-class

passage compared to second-class pasqjg or ordinary cabin trans-
prtatio on boats, and regarding first-elass compared to tourist travel
on airlines I

Mr. M rnr. I am not an expert on this, and I would like to be able
to examine the record. But it is my understanding that Congress
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ha i quired tlhat flst.closs Ipassage be provided on boats. With ro-
spmt, to airlines---

Senator Dov ,,As. For all menlbhrm of the State Department?
Mr. MAArriN. I believe so.
Senator DoAr,. I think that is correct.
Now, lot nie ask you this: H1ow many classes are there in the State

Depart'nont, Foreign Service classes
Mr. MATiN'z. Foreign Service classes, there are 10.
Senator )oUr,AS. A class 10 Foreign Service officer would corre-

spon(d to I second lioutonajt ill thfe Army?
Mr. MAwrlrr. I would suppose roughly, sir, yes.
Senator I)ouTOrAS. Or wold he rank close to a warrant officer?
Mr. MAnTIiN. Houghly- I don't really know that it is comparablo--

I would say the lowest Foreign Service class is comparable to a sec-
ond lieutenant, and probably not companible to the warrant officer,
it is above that rank.

Senator Dovois. Now, he would be entitled to first-class trans-
portation 1

Mr. MAJ TIN. On board ship. On aircraft there have been new
regulations. I am not sure of the details. ilut tourist class is now
required on trips below a certain number of hours.

Senator )oUGLAs. Since Congressmen are sometimes accused of
traveling luxuriously, I might say that I make it a practice wherever
I can to travel tourist class or coach class on airplanes. So I don't
want you to think that I am urging something that I don't do myself.

Classes I, II, and III, which I support would correspond to lieu-
tenant general, major general, and brigadier general, would cer-
tainly be entitle(l because of the dignity of their office, to first-class
travel. But I doubt whether it is sound practice to have this right
to fli-st-class travel extend to the lower ranks of the State Department,

Now, I have been quietly trying to effect changes in this for years,
but I can find no evidence that the State Department has moved the
slightest in the matter.

Mr MAnI Tmr. I might point out, Senator, if I may, that 2 years ago
I was traveling with a party, the other members of which were on
military orders. I was a class I officer. We flew back from Madrid
to Now York and we were separated because I could only travel tour-
ist class while their orders provided first class. Under State Depart-
ment rules I could only travel tourist.

Senator DouOLAs., I congratulate whoever wrote your orders in that

r.MArrx. It is the same today.
Senator Douos. I think the military also abuses this principle

too much. But I think there is a great field for economy here, if.I
may' say so, and I do not think Government personnel have'taket this
seriously. , : "' •.

Now we are asking sacrifices from the civilian population, and very
properly so. But it is .a good rule that you cannot ask sacrifices front
others with good conscience unless you practice it yourself.

I wantto urge very strong, fr, that travel on foreign boats and
foreign airlines be restricted as much as possible, and, second, that for
the lower grades of the* Foreign Service the right to unlimited first-
class travel-be done away with. And in a similar fashion, I would say

5
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that when they move from place to place, people in the lower grades
should go to second-class hotels wherever practical. I follow that
practice myself-not hotels of the first order, but hotels of the second
order.

Mr. MARTIN. Of course, this is a matter which is taken out of their
own pockets, because they get a per diem, and they have to pay for it
themselves, but I will be glad to convey this information to those who
are responsible.

Senator DOUOLAS. I think you should scrutinize very carefully the
rulings about amounts which can be brought back to see if there are
abuses which can be checked and reduced.

Mr. MAlrTx. Thank you.
Senator DOUGLAS. And one trouble, I think, is that Congressmen

frequently travel more luxuriously abroad tlan they should. Partly,
this is our own fault, and partly this happens because members of the
State Department, when we write ahead for accommodations, always
insist on putting us up at first-class hotels, and then you have to in-
sist in order to get in second-class hotels.

The ChFAMMAN. Any other questions?
Senator WILLIAMs. Mr. Martin, would you have any objections to

this bill being amended to include the State Department officials on
the same terms as you lay down for other tourists ?

Mr. MARTIN. Insofar as they are traveling as tourists, I think,
without consulting my superiors, my personal reaction would be, we
wouldn't object. But insofar as our people are living abroad and
coming back from residence, I think there are a number of special
problems involved in bringing back things for their own use.

Senator WILtAMS. I recognize that. But could you not put the
burden of proof oii them to prove that it was not being brought back
just for resale in contemplating of coming back?

Mr. MARTMN. I think that is certainly worth careful study to see
whether that can be worked out and enforced.

Senator WILLTAMS. Would you furnish a memorandum to the com-
mittee about the advisability ?

Mr. MARN. I certainly will.
(The following was later received for the record:)

MUitoANDUM ON IMPORTATION o EVFEOTs BY STATE DEPARTMENT PERSONmL

The household and personal effects of Foreign Service personnel returning to
the United States from extended overseasignments are granted free entry
into the United States under the provisions of Public Law 128 (84th Cong.) and
amendments thereto. This law is also applicable to any employee of the U.S.
Government returning his effects to the United States under Government orders
following an extended foreign assignment.

There is no limitation on the value of the effects which may be Imported duty
free under Public Law 12& Establishment of such a limitation on the value
would pose many problems with regard to administration and enforcement.
Returning Government employees are subject to the same quantitative limitations
as American tourists with regard to the importation of liquor and tobacco. The
Department of State has recently amended Its regulations governing the ship-
meat of personal property of employees to provide that alcoholic beverages in
excess of one wine gallon per traveler may hot be forwarded through official
channels. Employee are required to arrange clearance personally, or through
OAtoms brdkr paying duty and Internal-revenue tax as assessed by customs
ocials. Tbe regulation Is quoted for the committee's information:,I
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"Section 19 (OWR 54.2(c)) (see 1 PON III 15621) provides for Importation
free of duty of one wine gallon of alcoholic beverages for each traveler. All
personnel are hereby notified that henceforth alcoholic beverages in excess of
one wine gallon per traveler are not to be combined with household effects for
shipment against travel orders.

"Alcoholic beverages in excess of one wine gallon per person shall be for-
warded through commercial channels and not in care of dispatch agencies.
Owners will be responsible for clearance and payment of import duties as well
as Federal and State taxes to the customs authorities without the assistance of
dispatch agencies.

"Dispatch agencies will assume that household effects shipments contain not
more than the legal limit of alcoholic beverages and will arrange customs clear-
ance on this basis. Certificates covering alcoholic beverage content of ship.
nets, therefore, will no longer be required.

"It Is Important to note, however, that U.S. customs authorities reserve the
right to examine all shipments entering the United States. If a shipment is found
to contain alcoholic beverages exceeding the legally authorized quantity of one
wine gallon per traveler, the owner will be subject to penalties prescribed by
law. The Department will take no action to assist the employee In such cir.
cumstances and will be obliged to cooperate fully with the prosecuting authori-
ties. In addition, the Department of State may Impose administrative penalties
against any employees who violate this regulation."

State Department employees returning from temporary duty abroad are sub.
Ject to the same regulations as American tourists with regard to the Importation
of effects.

The State Department has recently amended Its regulations, as quoted below,
to prohibit shipment at Government expense of foreign-manufactured automo-
biles purchased after March 1, 1961:

"No foreign made motor vehicle purchased by employees (or their dependents)
of the Department of State, USIA or ICA on or after March 1, 1901, shall be
transported at Government expense to or from the United States, between posts
or, In the case of Service separation, to the employee's designated place of
residence.

"An exception to this prohibition will be In cases where it Is established that
adequate facilities do not exist at the new post of assignment for the maintenance
and repair of motor vehicles produced and assembled In the United States. When
such a condition exists at a post, a full report of the circumstances shall be sub-
mitted to the Department by February 1, 1901. Personnel, however, will be
authorized to transport to their next post of assignment at Government expense
the foreign made motor vehicle they owned. and operated while assigned to such
a post. Particular care should be taken to Include offices not co-located with a
regular diplomatic or consular establishment. This Information will be con-
solidated and distributed to all posts for the guidance of personnel. A negative
report Is not required.

"When a foreign vehicle is to be shipped, appropriate notation will be re.
quired on the travel order that the vehicle was acquired prior to March 1, 1961,
or that the point of origin or destination Is included In the list promulgated
by the Department as not having maintenance or repair facilities for motor
vehicles of U.S. manufacture."

Although this regulation was designed primarily to reduce gold outflow, It
serves the dual purpose of discouraging purchase of foreign-made automobiles
immediately prior to an employee's return to the United State.

The Department's regulations covering free entry of effects Into the United
States cite the provisions of Public Law 126 and the regulations pursuant thereto
prescribed by the Secretary of the Treasury, including the following: "The
privilege (free entry) does not apply to articles imported for sale, or for the
account of any person not specified In the act."'  The Department intends to
strengthen this regulation in accordance with the committee's findings and
recommendations.

Senator WILLTAmS. Perhaps this has nothing to do with it., but do
you think our buying molasses from Castro has any effect on our
balance of payments in general ? Should we do something about itI

Mr. MAxRN. This has been commented on from higher quarters.
I think it does have an effect on our balance of payments. Anything
we buy abroad does.
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SenatorWILLIAMS. Do you think s6metiing should be done in coii-
nect ion with that I

Mr. MARTIN. I think something is going on at tie present time in
connection with that. pa rt icu nir transact ion.
Senator WILLIAMs. About stopping the buying of Cubtan products ?
Mr. MAirTiN. More in respect tothis particular tratnsactlon. Thb

question of stopping buying Cuban products is a matter which I think
the President has to decide.

Senator WIIIAMS. Approximately, today, what is our trade with
Cuba aniounting to it month I ty

Mr. MARTIN. I would like, again, to have the chance to check the
figures. My recollection is that, on the basis of the first. quarter fi gures
the annual average was running ,30 to $40 million each way. ut i
would like to check that. I don't know offhand whether that is right,
but that is my recollection.

Senator KEHR. In that regard, will you furnish comparable figures
for a year ago for the four quarters of last year as well as the first
quarter of thisyear?

Mr. M, IXN. I would be very alad to, sir.
Senator WIiAxrs. And break them down for commodities.
I would appreciate it.
Mr. MWARn. Insofar as we have the data, yes.'
Senator Wm.LmS. As near as you have it.
(The following was later received for the record:)

Q.orterlp and ycarly U.S. importa from Ouba, 1960 and 18t quarter, 1961
11n thousands of dollars and by commodity subgroupa]

I st (Ineir-
Subgroup and description -o 2d 3 ter, 1961lt d d 4th 'I tsr 16

quarter quarter quarter quarter

00 AnIqlals and products, eible ......... 1,04 318 1.290 9M0 8,592 876
0 Animals and products. Inedible ....... 444 271 164 1,27? 122
I Ve etables and products, edible ....... 95377 132,149 38 1 4,419 270,491 2,952

Veqetablos Rnd preparations ...... 843' (8ON (29A) %1 (5,124)
Fruitts and preparations ......... (1,29) (2,171) (2, 1,M) (I1,05 (8.823) (09
C ooe moTei ad tea .................... (12) (.,9) F(7 (21)
9=sr. ncludine molasses ........ (00,015) (12K,9941 (35,831) (2.,8741 (257,514 (1.520)

2 Vegetable androduets, Inedible. 7,338 7, 8,85 7, 51 31,258 6.6W7
Tobacco and manuf curs... (7,M2) (7,608) (8,63 (7,489)1042 867

( W44) 3 1,026,6)

3 Textile fibers and manu tcture 8 945 41) 1 2,800 149
4 Wood and paper products ............ 36 6 6 16 83 8
8 Nonmetallic minerals ................ 402 27 21 16 466 a
6 Me" iand manufacture ............ 91 AN 3, @04 12,418 2,18 27,889 88

Ferroalloys.. ores, etc ............. 504 ( () (3) (1, 412) (111
C &"opper n manuctures........(

7 Machinery and vehicles .............. 2? 92 133 24 276 12
S Chelicel and t products. ...... 1, 171 187 144 3 1, 33 2
* Misceneo.......................9045 07 11 t01 418 ,871 288

Totl, ll subgops .............. , 15811 3421 11,461

8sure: Offiia statastles of the U.8. Deatment of Commere,.
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Quarterly and ycarlV U.S. eport to Ouba, 1900 an4 Jai quarter, 19061
[In thousands of dollars and by oommodity subgroup]

1950 lot quir.
Subgroup and do.dpilon , 2 -_r, lot-1st , 2d! 34* 4th Totatl r,10

quarter quarter quarter quarter

00 Aninials and prdcs dbe. 7,804 8,810 7,807 6,038 29,923 6, 177
0 Animals and products Inedible .. .3 472 140 1, ..........
1 Vegettble products, e(lblo ...... 17,978 18,691 9,299 5,123 48001 091
2 Vegetable products, Inedible 2,269 2,301 2,457 1,299 8,320 11
3 Textile fiber and manufacturers ....... 4, 177 8,280 4,54 788 14, 99 12
4 Wood and psper ...................... 4,892 5,737 4,724 1,748 17,101 17
a Noniretnllf Tinlnernls .............. 3, 472 3,477 1,6 967 9,612 178
o Metals and 1'etnl ia,1u1factures ....... 4,813 4,888 .2996 647 13046 a

.7 Muchinory and ,ehloles ............... 13,392 8,818 1 8. 107 3,916 233 464
Chemicals and relatod product ....... 1,3 6 9231 4,621 33,874 1,480

MAdlefls and pha n wo izcuds.. (2,389) (3,323) (2'/4) (1,3) ) (I, 4')
0 Miseellan ous ........................ 2, 88 ,131 1 181 015 763 224

Total, ,%ll subgroups . ........ 70,718 89,83 85B,026 28,100 221,374 9,280

Source: Offmelal statistics of the U.S. Department of Commeroe.

The CAIRMAN. Senator Car]sonI
Senator CARLSON. Our contributions to the United Nations in sub-

stantial funds that naturally get out into other countries, what effect
does that have on the balance of payments I

Mr. MAR7IN. Insofar as our aid money is made available throu h
international organizations like the United Nations, we have no trade
requirements which demand that the money be spent in the United
States. Some of it is and some of it isn't. It is a little hard to track
down, when the United Nations is taking funds from a variety of
countries, whose money is being spent where.

We do get an appreciable proportion of United Nations aid money
spent back in the United States, but'i could not give you an exact
figure.

Senator CAfRSox. Do we get substantial sums of U.S. money spent
in other countries?

Mr. MArrTIN. Yes, sir.
Senator CABsLON. Do you have any idea as to the amount that might

bet
Mr. MARTIN. I really couldn't tell you about the United Nations.

For the same'reason, I can't tell you how much is spent in the United
States; I can't tell you how much is spent elsewhere. You just can't
track down and identify where U.S. money in particular is spent, be-
cause it is mixed up with other money from other countries when it
is actually spent.

Senator Kpnu. If you could determine either question it would an-
swer the other, would it not?

Mr. MARTiN. That is right, sir.
Senator Wmumr s. To the extent that anyof our lending programs

are loaned in the form of dollars repayable in the currencies of re-
spective countries, that results in a complete loss as far as the balance
of payments is concerned, does it not ?

Mr. MuirI. No, sir. At the present time, we are requiring with
'respect to nearly all such loans that the proceeds be spent in the
United States, so that the money doesn't leave this country.
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Senator WILLIAs. Are you making that requirement on all such
loans from the Development Loan Fund, and so forth I

Mr. MARTIN. Yes; the Development Loan Fund makes almost no
exceptions at the present time. There are a few occasions in which
small funds are made available to meet local currency cost. In those
cases, it may not come back here immediately.

But in all other cases-and this is much the greater bulk of the
lending--it must be spent in this country. This has been a rule for a
year and a half now.

Senator Wxzims. If the loan is for a utility in a foreign country,
or if the loan is for the construction of a dam, how can you spend it
here in the United States ?

Mr. MAxmziN. In general, what we do is require that the country
itself put up the local currency cost, and we will cover the foreign
exchange costs.

For example, on a utility plant, we will cover the cost of the genera-
tor and the boilers, the heavy equipment of this character, and require
that that be purchased from here.

And the country itself is required to secure the local currency to
meet the local expenditures for labor and local materials.

The CHAMMAN. Suppose that generator can be brought cheaper in
Europe or some other place, do they pay more in this currency ?

Mr. MAmur. In some cases, they have to pay more because they
are required to buy it in this country.

The CuiRxAzi. Isn't it true that contracts have been let by the
Government for generators and big machinery abroad?

Mr. MARm. There have been such cases.
The CHARMAN. And come back here for Government projects in

this country ?
Mr. MARnN. There have been such cases.
Senator WiLLums. Did not the TVA just a few months ago buy

generators abroad?
Mr. MA RTN. That is right. There is a Buy American Act which

provides that there has to be a substantial cost differential before a
contract can be let abroad, but if there is one it can be done.

Senator Wn AMs. To that extent, it is a contradiction of the rules
you are enforcing; isn't that rightI-. ....

Mr. MARTnM. To some extent. However, in general, we in the bal-
ance-of -payments policy do not want to interfere with trading through
regular channels. We feel that this would invite retaliation and have
an overall adverse effect on our balance of payments and restriction of
our exports.

Senator WuiIAms. Even to the extent of interfering with the right
of the Government itself to buy from our own people here in thiscountryV ?

Mr.M Vrrni. For use in this country yes, sir .
The CuAnwx. Thank You very much, Mr. Martin.
Senator KERR. Xr. Chairman, may I at this point put a statement,

into the record? I,
The CHcmIA. Without objection, it xsy be placed in'the record.
Senator Rum. 1sterday. the Honorable 1Raljh, M. Paiewonsky,

Governors the VirginIslands, attend, our hearings and sought the
opportunity to be heard with reference to the position of his govern-

//
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ment on this legislation. Due to circumstances beyond his control but
which were so apparent as to eliminate the necessity of exp_,anation,
he was not permitted to a appear before the committee yesterday.

He left a statement and asked that it be inserted in the record.
The CHAMMAN. Without objection, the insertion will be made.
(The statement referred to is as follows:)

STATEMENT o Hos. RALP11 M. PAIEWONSKT, GoVnSo or THE U.S. Vioiw
ISLANDS, JUNE 28, 1961

My name is Ralph M. Palewonsky and I am Governor of the Virgin Islands of
the United States.

I am happy to have the opportunity to express to you the manner in which
present proposals for reducing the tax exemption of tourists returning to the
United States after having visited the Virgin Islands will affect the economy
of these islands.

Let me say first that we in the Virgin Islands understand the overriding
considerations for the national economy which have brought the present proposed
legislation before the Congress.

We, In the Virgin Islands, are an Integral part of the United States and an
unfavorable balance of trade for the entire Nation affects us just as It affects any
other section of our Nation.

We do feel, however, that there are certain aspects of the economy of the
Virgin Islands that should be considered In arriving at a new standard of tax
exemptions for tourists returning to the continental limits of the United States.

These considerations are of particular Importance to the economy of the Virgin
Islands, dependent to a very large degree on tourism. However, those consid-
erations offered here today do not change the basic intent of the President or
the Congress In enactment of the proposed law.

The House of Representatives has considered the problem of the time factor
under which tourists may claim the suggested $100 exemption from tax.

Under the Tariff Act of 1897, paragraph 097, the $100 exemption was available
regardless of the time a tourist spent abroad. In 1938, Congress added the
48-hour requirement to avoid the abuse of Americans driving to Canada to shop
for furs, etc.

Later the 48-hour requirement was modified In respect to certain Mexican
ports of entry.

The effect of the House-approved removal of the 48-hour requirement for
tourists visiting the Virgin Islands is to place the U.S. Virgin Islands, a territory
of the United States, on a par with Mexico.

This does not lead to the possibility of abuse by residents of Puerto Rico;
for exemption from Puerto Rico excise tax Is limited to $100 per annum. Section
10 and section 49A of the Excise Act of Puerto Rico, January 1956, cover these
points.

Further, the costs of transportation to the Virgin Islands from Puerto Rico
serve to limit any abuse of the proposal. Round trip transportation from San
Juan to St. Thomas amounts to $1& Limousines, or taxis would raise this I-day
cost to $20 making prohibitive the cost of seeking to save the tax on the $100 tax-
free exemption.

Tourists vacationing In Puerto Rico for I or 2 weeks typically go to the Virgin
Islands for return the same day.' Rarely do they stay overnight for the islands
do "not have the necessary hotel accommiodationd to take care of the traffic.
Eliminatlont of the 48-hour period as provided in H.&l 6611 would mean a partial
offset to the overall Impact of this change In duty-free exemptions for tourists
on the economy of the Virgin Islands.

As Governor of the Virgin Islands, I recommend that a further measure of re-
lief from the overall proposal to limit taX-free exemptions to $100 be given.
* Our businessmen propose and I/ heartily agree that the tax-free exemption as
regards visitors to the Virgin Islands beset at $200.

In making this proposal, I wish to call attentlon to the following:
A $200 exemption t Visitors, t the Virgin Islands is roughly equivalent to

$100 to tourists visiting foreign ports.
This is true beWu appr x_ tely,50 percent. of tourist expeudltures in the

Virgin Islandi returns to the U.S."economy and In no way affects the balance of
trade. In this way, the Identical degree of reduction In* the movement of U..

71484-1-
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dollars abroad would be achieved and at the same time ease the effects of the
.changed exemptions on an Island economy delicately attuned to tourism.

The U.S. Virgin Islands are always at a disadvantage in competing with prices
in Caribbean ports under control of other nations.

Crsts of operations in the U.S. Virgin Islands are higher because they'are
geared to American mainland standards which include payment of social se-
curity, Federal minimum wages, and Federal income taxes.

In this connection, it might be well to point out that hourly wages in the
Virgin Islands arc at about the daily wage level of competing foreign areas.

I feel that the Government of the United States should not, in effect, lean over
backward to reduce our ability to compete with our foreign neighbors.

As the responsible official of the U.S. Government in the Caribbean area, I must
state that it is vital to the economy of the U.S. area in the Caribbean to be
bolstered in light of the developments in Cuba, in Dominica, and lesser trends in
other islands.

On more detailed matters of how the tourist traffic applies to our islands:
About 80 percent of tourist purchases are for foreign liquors and perfumes

and other gift items. Only substantial American product purchased is cigarettes.
Therefore, the Virgin Islands profits from the importation and sale of foreign
goods.

Tourists tend to purchase mainland liquors by about 25 to 1 over Virgin
Islands rum because the volume of savings is greater on these mainland liquor
purchases.

Tourist purchases of goods manufactured in the Virgin Islands with 50 per-
cent or less component of foreign material are negligible.

Finally, there arises the question of whether giving the Virgin Islands a $200
exemption while limiting the exemption for tourists visiting foreign islands to
only $100 will cause resentment in the foreign Islands.

It Is my Judgment that it will have no adverse affect.
To my own personal knowledge there is a current manipulation of currency

now being carried out in most foreign islands that gives merchants in those
Islands a definite advantage. This is done by manipulating the discount ratr,
for instance, of traveler's checks. In many, many of the islands to the south,
premiums are given for such checks thereby hurting the competitive position of
the U.S. islands.

In addition, the national governments controlling such islands have long given
special currency concessions to merchants in the tourist trade. Therefore, all
concerned will understand such an action on the part of the U.S. Government.

Finally, let me say that there is an overriding problem of a declining tourist
trade caused currently by the continuing crisis in Cuba, the problems in Dominica
and the resulting newspaper publicity which suggests that such critical areas
might be broadened.

This factor plus the effects of the 1960 recession in the United States has
served to reduce tourists revenues.

We have not suffered as much as some other areas, but we have had a marked
decline.

For the above reasons, gentlemen, I strongly urge that the proposed change in
tax-free exemptions for tourists allow a $200 exemption for visitors to the Virgin
Islands..

This would not change the intention of limiting the outflow of American dol-
lars, which is the purpose of this legislation, for as I have pointed out 50 per-
cent of the $200 exemption would remain in the American economy.

It would prevent a further decline !n the present tourist-oriented economy of
the islands, already suffering from the Impact of international crisis in the
Caribbean and suffering, too, from cutbacks resulting from the economic reces-
sion in the United States.

Finally, it would bolster the position of the United States In the Caribbean at
a time when our prestige is somewhat suspect. This would be accomplished
without harming the overall friendly trade relationships now in existence.

But, most important of all in my opinion is that we would allow Americans
in the Virgin Islands to continue to do bunlness on the same basis of other
Americans and not at a penalty level below that of merchants doing business in
islands under foreign control.

'The (JAxmi. The next witness i, Mr. R. F. Kerr, of the Ameri-
can Society of Travel Agent&
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STATEMENT OF ROBERT F. KERR, PRESIDENT,. AMERICAN SOCIETY
OF TRAVEL AGENTS, INC., ACCOMPANIED BY ROCCO (. SICILIANO;
GENERAL COUNSEL

The CHAIRMAN. Are you any relation to the Senator Robert Kerr?.
Mr. KERR. No, I am not, sir. The same first name, however.
The CHAIRM AN. You may proceed.
Mr. KERR. Mr. Chairman and members of the committee, my name

is Robert F. Kerr. I am a travel agent from Beverly Hills, Calif;,
and own and operate the Kerr Travel Service. I am here as president
of the American Society of Travel Agents, Inc., an international or.
ganization of professional travel agents in the United States and
Canada.

I have with me also our vice president Mr. Milton Marks of Day
ton, Ohio, and our treasurer, Mr. Irvin Wrankel, of Atlanta, Ga.

Our society has 1,450 active members operating more than 2,000
travel agency locations throughout theUnited States and Canada, as
well as nearly 500 active nonresident travel agency members located
throughout the rest of the world. In addition, we have several hun-
dred allied members from the airline, steamship, hotel and resort, and
car hire industries associated with the society. I
. Prior to establishing my own travel agency in Beverly Hills, Calif.,
in 1946, 1 was employed in both sales and executive capacities by
Thomas Cook & Son for more than 20 years in various posts in Europe
and the United States. My own travel agency is basically a "retail op
eration." That is, my travel agency actually services the travel needs
of individual travelers and tourists traveling to various parts of the
world. My travel service acts as an agent for the various domestic
and international airlines, as well as the steamship companies, hotels
and resorts. The gross sales of my agency for transportation and
services amount to approximately $1.5 million per year; I have been
active in the affairs of my professional society for many years at both
the chapter and national level.

We greatly appreciate the opportunity of appearing before this
distinguishedcommittee to comment on H.R. 6611, a bill which would
temporarily cut from $500 to $100 the amount of duty-free merchaq;,
dise returning American tourists are permitted to bring back into this
country. I would like to comment on this bill as the president of the
American Society of Travel Agents and also aS a travel agent with
many years of expel-ience in the field of international travel and
tourism.

Basically, there are foiu'points that concern us.
First- and foremost, it is our considered opinion, and I emphasize

it is only an opinion; that the basic purpose of this bill which is to
counter our present unfavorable balance-of-paymentS position would
not be accomplished bT temporarily cutting the amount of duty-free
merchandise a returning American tourist can bring back .to 'tl
'United States. This Opifiion is based on *our collective exp6rience as
travel agents dealing with American tourists traveling, abroad,. We
have found that the vast majority. of A4nerioan tourists plan'their
vacations abroad on a fixed amount of dllrs. In cost cases, I might
add, they invariably feel the amount bf money available to then' is
insufficient. The major portion of most European holidays is tha
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cost of transportation to and from Europe. The next major portion
is hotels and meals. After that the individual tourist will have to
decide how he wants to spend his remaining money, be it oh gifts,
sightseeing, sports, nightclubs, or other forms of entertainment. Re-
ducing the amount of duty-free goods the tourist may bring home
with him will merely cause the average tourist to reallocate the funds
he has set aside for gifts or other purposes. We seriously doubt if
this measure will have much impact on the balance-of-payments
position.

In other words, the amount spent on returned goods in any case
is a small proportion of the total amount spent abroad. What we are
considering now is a small proportion of the total.

Another point I would like to make is-and I feel that this is an
important one--is that we are considering a thing that will bring a
hardship to thu trip-of-a-lifetime person: the schoolteacher, the clerk,
and the vast majority of the travelers abroad, and not on the people
who can afford to travel repeatedly.

I did want to bring this most important point in, because I feel
that we would be bringing a hardship to those trip-of-a-lifetime
Pole.

We have carefully reviewed the House reports and debates on H.R.
6611 to determine if there is evidence indicating the way in which th"
bill would be effective in accomplishing its obWetive. The House
report on this legislation is a very interesting historical review of
the duty-free allowance, but it appears devoid of any pertinent eco-
nomic data except for the "feelings" of the committee and the "esti-
mates" of the Treasury Department. The key paragraph of the
House report states:

Your committee feels that the enactment of the bill would be of assistance
in the present efforts to reverse the unfavorable balance-of-payments position
of the United States. While the amount of dollar outflow which this measure
will curb cannot be stated with exactness, the Treasury Department estimates
that It will probably be about $150 million per year. It is also estimated that
there will be an annual increase in revenue of about $5 to $10 million.

The sponsor of this legislation in the House stated that the Treas-
ury estimate, "is their best guess That is about all we can say."
The sponsor also went on to say-
maybe this does not have as much effect on the balance-of-payments as some
other actions that could be suggested or recommended.

Correspondence by Members of Congress with the Bureau of Cus-
toms indicates that only 4.5 percent of returning American tourists
declare goods valued at more than $600 and, in another report, only
13 percent declare goods valued at between $200 and $500. And Mr.
Flues has testified that well over 90 percent claim $200 or less.

We believe, then, that the proposal to reduce the dutyfree allow-
ance .will have only a minimal effect- on our* balance-of-payments
deficit.

Though we have pointed out that thore is little likelihood that the
American tourist will spend less abroad' than planned, because of the
tax duty=-provided that he makes the trip-there is a negative in-
fluente this bill has on trael.p lans in general. I am referring to the
public relations effect of the bi itself, '-

I,
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Administration officials have stated specifically that this is not
intended. Yet, we believe such actions are causing Americans to be
hesitant to travel abroad. Passport applications have dropped
sharply. I am not suggesting that it is entirely due to this. But in
February applications were off 13 percent as compared to February
1960. By contrast, February 1960, had been up 25 percent over Feb-
ruary 1959. Over a longer period, a few da s ago the Passport
Office of the U.S. State Department estimated that American de-
partures during the first 7 months of this year will total about 3 per-
cent less than in the same period a year ago. We are not of course,
saying that this decline is only because of the legislation )before this
committee.

We do feel, however, that recent publicity of this kind has con-
tributed to an attitude that it is unpatriotic for Americans to go
abroad. There are other factors, of course, including high fares, and
we have in this connection urged year-round low-fare 23-day excur-
sion tariffs.

I should also like to point out that the Acting Commissioner of
Customs, in a letter to Representative John V. Lindsay, concerning
H.R. 6611, stated:

We foresee the need for Intensifying our examination of passengers' bag-.... .gaffe_.* * *

As youkibw, there has been much concern expressed over the treat-
ment Americans and foreign visitors receive from customs and im-
'migration inspectors at U.S. ports of entry. We certainly would
not want to intensify what is already acknowledged to be a poor situa-
tion and perhaps increase the expense of operating this kind of ex-
tended review which would be necessary.

This leads me into my second point, and that is, the effect that the
enactment of H.R. 6611 would have on President Kennedy's visit
U.S.A. program and the work of the new U.S. Travel Service in the
Department of Commerce. The purpose of the visit-U.S.A. program
is to develop two-way international travel so that the more than $1 bil-
lion deficit ascribed to American international travel-of a reported
$3.6 billion balance-of-payments deficit in 1960-would be reduced or
eliminated. The American travel industry and the American Society
of Travel Agnts supported this measure before the various commit-
tees of both houses of Congress.

As this measure is about to become law, and the efforts begun to
stimulate foreign nationals to visit our country, the proposed reduc-
tion of duty-fre goods appears a poor prelude to the institution of a
dynamic new program. Certainly it cannot be argued that restric-
tions placed on our own tourists are unnoticed by foreign governments
or are meaningless as it might affect their actions. This is not meant

-tosuggest, at the same time, that a U.S. interest should be governed
or unduly influenced by foreign governments concerned. However, we
have, on the one hand, a new program designed especially for the spe-
cific purpose of affecting the nationals of foreign countries by attract,-
ing them to visit our country. On the, other hand, we are taking
another action-almost simultaneously-to undercut the effectiveness
of the first program. We sincerely believe the enactment of H.R. 6611
would imp6de the progress of the visit U.S.A. program.
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Thirdly, we are concerned about the bill's effect on international
,travel as it affects our foreign relations. Specifically, this proposal has
already brought complaints to our national headquarters-that is, to
ASTA's headquarters--from some of our nonresident members lo-
cated in the Caribbean Islands. We have encouraged tourist travel
to these islands. Hotels and shops have been and are being built in
great numbers. A drop in tourist traffic to this area-caused already
of course by events in Cuba--will only add to the worries of our Na-
tion. Debate on the floor of the House indicated that representations
against the measure were received from the Netherlands and Haiti.
Canada has expressed the hope that nothing would be done to further
aggravate an unfavorable balance of trade. Though the press re-ported Mexico's concern, no official representation had been received
as of March 21, 1961. We can only hope that our goodwill will not
be further injured.

Finally, we are concerned about reaction and possible retaliation
from other nations. It is no answer to say that the U.S. duty-free
allowance is presently more generous than that of most other countries
having a similar allowance unless we are willing to make other com-
parisons as to standard of living, wage scales, and so on. Further, as
indicated, we are now about to undertake, at an initial cost of $3 mil-
lion, a U.S. Travel Office designed to bring foreign nationals to our
country as tourists. Certainly, in order to make a success of this effort
it will'be necessary to urge these countries to drop their currency re-
strictions. This action would move in the opposite direction.

In summary, the American Society of Travel Agents believes that:
(1) The bill will not accomplish its objective of reducing the bal-

ance-of-payments deficit;
(2) The bill is inconsistent with President Kennedy's visit U.S.A.

program;
(3) It will cause difficulty or, at the least, raise questions as to our

efforts to maintain and improve good relations with other nations,
particularly Mexico, Canada, and friendly neighboring countries in
the Caribbean;

(4) It could bring bout a slowdown or halt in our efforts to con-
vince other nations to relax currency restrictions which have made it
difficult for foreigners to travel abroad.

And, finally. I would like to say that, for the last 2 years we have had
a slogan which is "Peace and prosperity through travel." This, in
.effect, has been supported by President Kennedy and Secretary Hodges
in their efforts in connection with the U.S. Travel Office, and this bill
in no way encourages that philosophy.

Thank you.
The CHAIRMAN. Thank you very much, Mr. Kerr.
You have made a clear statement.
Any questions?
Senator DOUGLAS. Mr. Chairman?
The CHAIRMAN. Senator Douglas ?
Senator DOuOLA8. You were here yesterday?
Mr. KERR. Yes.
Senator DouoLAs. You heard the testimony that virtually all the

major European countries permitted no exemption whatsoever
Mr. KtRR. For their returning nationals?
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Senator DouoLAs. For their returning nationals.
Mr. KERR. That is correct.
Senator DouaLAs. Do you believe that to be correctI
Mr. KERR. I think so.
Senator DouGLAs. Has your society ever protested against these

restrictions imposed by foreign countries?
Mr. KERR. I would not know, Senator, whether we have done it

specifically.
But in our various off-the-cuff discussions which are carried on re-

peatedly, this is the kind of thing that we try to doyes.
Senator DOUGLAS. Have your protests had any elect on policy?
Mr. KERR. Very little.
Senator Dou;LAs. Do you think it is quite fair for the press and

the diplomatic representatives of these foreign countries to protest
against this proposed American action when it will result in far more
liberal treatment than they permit their own nationals to have ?

Mr. KERR. Frankly, Senator, I think that it is not so much a ques-
tion of our comparing our situation with theirs, but in the present
instance our discussing the change that is occurring.

Senator DOUGLAS. may say I voted quite enthusiastically for the
earlier increase, because this was at a time when the European coun-
tries were in great difficulty, and, believing in travel myself, I thought
this was a very constructive step. .

But the roles have now been reversed. The European countries
hold large dollar balances, and about $3 billion of these balances were
called last year.

It is in response to the danger created by these short dollar balances
that we are acting now.

Can we not act in self-defense against these wastes which are engi-
neered two-thirds abroad, and one-thiird by Americans?

I have watched the foreign press very carefully, and there was a
good deal of open exaltation on the part of many foreign papers that
we were in difficulties; that we were not the colossus that they had
imagined.

And I think our difficulties were enjoyed, not universally, but par-
tially, by Europeans.

Now, can we take steps to defend ourselves? Do you think it is
good grace for these people to protest, even when the proposed re-
strictions are infinitely more liberal than the restrictions these Eu-
ropean countries have themselves?

Mr. KERn. Senator, what I gather that you are saying is that the
image of the American abroad; not only the tourist abroad, but the
A merican, as reflected in the foreign newspapers, is one thing or an.
other. Can we affect it-if I may ask a question in answering yours--
can we affect it by merely lopping off something that is now existing
and making a change in the law; are we taking the whole image of
America and affecting it adversely or favorably in a bill of this kindI

I feel that the image of America has been created and is continuing
to be created, and the fact that these foreign newspapers will say and
even gloat over the fact that we are in difficulties can in no way be
affected favorably, but it certainly can be affected unfavorably, by an
action of this kind.
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I feel that you have stated the case very nicely about the image of
Americans abroad, but I do not think that this bill will necessarily
react in favor of the American Image abroad., - . . .

Senator DouoLAs. You heard me, in my questioning of the repre-
sentative of the State Department, say that the State Department
should not ask for sacrifices of American citizens that it does not
inpose on Its own personnel.

t feel the same way about Members of Congress. We should not
as the American people for sacrifices which we are not willing to
perform ourselves.

But do you think European countries ought to ask us to grant favors
which the are not willing to accord I This is not merely a question of
tourists it is a question of volume of purchases.

But the protests of European countries come, in part, because they
feel that tis will diminish the purchases which Americans make
abroad; hence, it will decrease their dollar balances.

Now in the period when there was a shortage of dollars and they
were in great difficulty, America poured out its Treasury to help them;
that was fine.
But now the role is reversed. Is there not a reciprocal duty upon

them to help us I
We have contributed from $75 billion to $85 billion for the free

world. And our performance of this duty is going to continue. We
shall bear our burden.

But we do not want jeers and reproaches from those who sit on the
sidelines and criticize our every act. And I think it is about time for
Europeant countries and other countries to realize that cooperation is
a two-way street, ._ . , • I

Mr. Kui, May! comment rn that, Senatort
Senator DOUOLAs. Surely.
Mr. Kzin. You said that should the European countries or other

countries abroad ask us to do something. I do not think it is so much
a question, especially in our discussion today, as to what they are
asking us to do. . c , In t i

It is true that your image of Americans abroad is a ffed in this
question. Moreover, it is not only a question of what thesecountries
are asking us to do; it is what we might consider should be to our ownintrest, . . ..

Let me rfer to two words that you used-not against yo, of
course-but I want to refer to,$85 billion s"nt somehow.

What we are talking about is to'relieve a billindollar question, with
a letter "b," with-a million dollar answer, with aletto m, and th
only a very small percentage of this

We are merely questioning the enactment of a bill which will affect
a small proportion offthe top of something, and then only a small
proportion of that, if any, as against thep0ible adverse effect at this
time-I repeat "at this time"-when the US, Triivel OffiS trying to
encourage other nationals to come to this country. c is rit

Senator DouoLs. When I was a Iboy, ' 'I read Poor Richard's
Almanac. It had a lot of cogent expressions, one of them beihg, "Take
care of the pence and the pounds will take care of themselves." ,

This is not fully applicable here; but it is partially applicable.
There is a common tendency to say, "This is only a small amount; this
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does not count." So we allow an accumulation -of , all wastes to
build up, which in the aggregate becomes very great.
Andwe say, "This does not amount to much; there is no use deal-

ing with thOw
aThe point is: It does amount to somethina.When you are walking,

you hae to move step, by step. A step isony 88 inches, roughly. Butit is 88 inches$

Mr. Kxijw Yes, Senator. I agree that if we were talking about
whether we should save a million, and if we could save a million, I
would say let's do it. My point is twofold in this case in answer to
your question. t w

I would say that we are peaking about possibly small amounts.
and, yet, offsetting those are the inag, of Am.erica abroad, which is
also affected. Also, whether we are not, by brmngng about this change
in the returning customs , b M -eople we may not
want to affect: the o me travelers, as a a t the people that can
travel repeatedly, somebody said-the rich n traveling abroad.
I wonder if we re not affecting t ose adversely utt'n on to
that industry e travel industry 1. the onus reLeving the
balance of t when itJ io on ie-.-i only that small pro-
portion- en ou e -ons ould be the image of
American abroad r P

Senate Douoi~&N W, I p this that ou have
used, "ti image of A -r.i

Ia that Americanto ex yun pular ab ad.
M. I we id lik a hat i .
Sena r DotuI so tE we n t h

degree hat wea unp la part ueto our ack of
kowli go of I uages d to an num r of tou' com-
g, to o commu ity- is8 is* come--and ibly
But m h of it, I t n!i r rather aboratoe pendi

tures whi in contrast W' e .*den 'low Icomesa up feel-

ld imp e im ,of ericans a ad to have
Americans bu less, and, hence, less affluent an more like the
Europeans .. U h M1 ht then be ;accepted rather an regarded as
good-time Charli 'ou may like to make m out of the good-
time Charlies but you respect them.

Also, perhaps if we get a of thrift, forced or other-
wie, on the part of tourists, Americans would see more human,
tMubl would be lessened and, ereore, a big contribution would be
made to international friendship. I am sure greater thrift would
make tourists more popular in S-otland, where my, ancestors came..
from.

Mr;.Krn. That would be a very noble effect, I think, except that I
think we overlook the fact that we are merely talking about this per-
centage on the top, which is the amoutt of turned good, Wh!ih is
such a small. proportion of everything that will be spent.
:We are still going to sjnd millions of dollars abroad, regardless

of whether we are allowing people to bring back $100 or $500.
The expenditure of Amnericana abroad, it i is a contributing fac-

tor to the image of Americans abroad----,
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Senator DomoiM s. It is very discouraging, and it is'the type of dis-
couragemient that causes complaints. Europeans-and I hope there
are foreign correspondents here-have all ambivalent attitude toward
American tourists; on the one hand, they do not like them; on the
other hand, they want. then to come in great numbers and spend more.

I think the reactions to this bill bring out this ambivalence in the
European's attitude toward Americans.

Mr. KimR. I believe our society could state very definitely that we
feel that that would not be affected, and it would make so little differ-
ence in the total amount spent abroad-

Senator Dou(L hAS. rlll why do you object to it? If it is not going
to have ainy effect on tile volunle of pIIUeilases, why do you have any
complaint t If the same number of people are going to go abroad
and if they are going to inake the same number of purchases there, why
all tile o)lposition I

You can say it is useless, but how can you object to it? Why did you
come all the way from beautiful California to Washington to object to
this bill?

Mr. Kr.RR. I would like to object to your objection, then.
What we are talking about is this proportion of from $500 to $100.

And I stress the public relations aspect of it mainly. And I still say
that we are going to spend many millions of dollars abroad, regardless
of what you do on this particiular bill.

Therefore, I still say that our point still stands that this reduction
from $500 to $100 will have other effects thaitn saving a comparatively
small amount.

Senator Dot'oL&s. I cannot quite find out what these other effects
are.

Mr. KERR. Particularly at this time during the period of the U.S.
tnvel program, Mr. Kennedy's U.S. Travel Office, where we are trying
to encourage two-way travel'to the United States.

Senator DoUOrLAS. I see.
The prospective European tourists to the United States would be

discouraged from coming, because lie would say that the United States
is treating its own tourists more stringently tian it did before. So
the feeling of fellowship which the European tourist would have with
American tourists would lead the prospective European tourist to sAy,
"Tile Americans are treating their own nationals much more severely
now, so we will discontinue the trip which we would otherwise take
to the United States." I had never thought that there was this deep
feeling of sympathy and compassion and brotherhood between the
European tourists to the United States and their American counter-
parts.

You believe there is, however?
You think the European tourists would feel so badly at what

America is doing to American tourists that they would say, "We are
not going to travel" I

Mr. KF.Ru. It is less that than the effect, the general effect on the-
let me put it this way. One effect is tlieleffect on Americans traveling
abroad. Increasing the feeling that it is unpatriotic-and this can be
quite serious-that it is unpatriotic, there is no better way to tell
Americans that it is unpatriotic to travel abroad than to restrict their
westbound allowances.
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Senator'DvuAs. We do not say that. We are just sayingin view.
of the stringent circumstances to which the United States is exposed,
due to the fact. that we had a severe shock last fall, we want to some-
what restrict the claims of foreign countries and their dollar balances.
Tie dollar balances which we hold against, Europe are mostly in long-;.
term securities, and the dollar balances which Europe holds against,
us have been short-term loans.

We had a very bad scare last fall, with $3 billion going out, and
one-third of it by Americans, who are unworthy of the name, getting
gold abroad-and I would like to find out who they were-but two-
thirds by Europeans operating out of Zurich and London.

There was talk that we would have to devalue the dollar, and that
America was in trouble.

I read the European press very closely, and I was pained to find
that this brought some feelings of ill-concealed exultation and
gloating.

Now, when we take steps to defend ourselves, it is said that we are
ruining the image of America abroad. Is America always to be on
the giving end I Is there not some reciprocity which is proper in an
alliance?

I have voted for every foreign aid bill. I have voted for every bill
to help our allies. I cannot, be accused of being an isolationist. I
campaigned in support of foreign aid in a State which is supposed to
be isolationist, against a press which has been almost unanimously,
opposed to it.

But I want to say-and I am not speaking to you, I am merely try-
ing to speak the truth-I want to say that t hekre should be some
appreciation of our difficulties by our allies.

Well, Mr. Chairman, I have taken up a lot of time.
I want Mr. Kerr to know that he is in a noble profession. I hope

he gets joy and satisfaction out of it
We want more travel. But we want reciprocity.
And I hope that your society will ask the European countries to

increase the duty-free amount which their nationals can take here,
well, at least up to one-fifth of the American figure, up to $20.

Mr. KERR. We have passed resolutions repeatedly asking the for-
eign countries to drop their restrictions in many ways to travel both
east and westbound.

Senator DOUGLAS. We don't ask them to do as much as the United
States. We don't expect of them that they will do as much as we do,
but at least go up to one-fifth or one-half.

Is that unreasonable? Would that hurt the image of America
abroad if they would just do a fifth of what we are doing?

Senator BENErr. Mr. Chairman?
The CHAIRMAN. Senator Bennett?
Senator BENNMr. May I ask one or two questions of the witness ,
All of us have been sitting here enthralled by the discussion pre-

sented by our friend from Illinois, who thinks the American tourist.
image abroad is very bad.

Senator DoUGLAS. I correct that. I simply say that I think Euro-.
peans as a whole dislike American tourists as a whole.

Senator BENNETT. Accepting the correction, I would like to ask,
whether in your opinion it is the tourist standing at a counter to buy
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souvenir to take home that creates that bad imag or is it the touristspending money lavishly in night clubs and in ffiuent living which
-creates the contrast in the image

Mr. Kmmu. I think you hit tie nail on the head. If we assume that
the image of America abroad is caused by his lavish spending, if
we admit this-and there are other areas, perhaps-but if we admit
that his lavish spending abroad is a part of the American image
abroad, then it is in the dollar spent in the night clubs and in other
ways, and living higher than he normally lives at home, in on all
kinds of ways, in spending the total money abroad, rather than that
little thinning off the top which we are talking about of the difference
between the amounts that he brings back.

Senator BENNI'r. Actually, wouldn't it be fair to say that the
little shopkeepers and the people who sell the kind of thing that most
tourists bring back are very happy with that kind of spend ing on the
part of Americans and feel no resentment, whereas those same people
probably feel resentment if Americans do the kind of lavish spending
which I previously mentioned.

So if we are to be concerned in this bill with this question of making
it more difficult for the American abroad to create the wrong kind of
an image, we are not getting at the source of the creation of that
image, and we are, in fact, working on another problem.

Senator Douglas, also, out of the depth of his experience as an
economist, talked about gold balances and gold purchases and the
basic problem is, does the average tourist have the background of
knowledge and information, is lie concerned with the fact that if
he goes abroad he is helping to upset this balanceI Isn't he going
abroad for his own satisfaction and for some purposes that are per-
sonal rather than international I And isn't it a fact that the average
tourist neither has the knowledge nor the concern to appreciate his
effect on the gold balance ? Wouldn't it be more reasonable to say to
him, if you are going to appeal to him in terms of American inter-
national posture, and the question of outflow of gold, "Please stay
home, because you are going to spend 10 times as much abroad as a
tourist for food and sightseeing than you are for the trinkets that
you will buy to bring home to your friends."

Now, it seems to me to be inconsistent to say that we are going to
stop the outflow of gold in terms of the amount of merchandise that
Americans buy to bring home and still make no attempt to put any
restriction on the amount of money Americans can take abroad to
spend in this sumptious living which creates the evil image.

I can't resist the temptation to tell the story for my colleagues
of an experience I had abroad with American tourists which had a
most damaging effect to the American image. Mrs. Bennett and I
went in for lunch to a little Swiss inn one noon, and behind us came
an automobile full of Americans who brought a packed lunch into a
lovely restaurant and asked the proprietor to furnish them beer to
drink with their lunch, which they prowded to unwrap on the table.
And the proprietor was asked 'What kind of beer do you have?"
And he only -bad Swiss beer, and they said, "None of this is fit to
drink; if you had Schlitz or Pabst, we would enjoy our lunch that
much more."
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Now, that is my impression of American tourists abroad creating
a damaging influence.

And I am impressed by the fact that we are attempting to solve
a $4 billion imbalance by fooling with a privilege we have given to
Americans which will affect less than $200 million. There was an
old phrase that had more meaning 50 years ago than it has now,
perhaps, but I think we are trying to save at the spiggot while we
are perfectly willing to see the value lost at the bunghole in this kindof a propo ton

TRe UHAIRMAx. Thank you very much, Mr. Kerr.

The next witness is Clifton W. Housley, manager of travel research,
Curtis Publishing Co.

STATEMENT OF CLIFTON W. HOUSLEY, MANAGER, TRAVEL RE-
SEARCH, CURTIS PUBLISHING CO., ACCOMPANIED BY B. C. IONE
MANAGER, WASHINGTON OFFICE

Mr. Housiry. Mr. Chairman and gentlemen, my name is Clifton
W. Housley. I am manager of marketing research for the Curtis
Publishing Co., Philadelphia, Pa., and I am here today representing
that organization. Accompanying me is Mr. B. C. Jones of Wash-
ington, D.C., who is manager of our office in this city. _ g

First, I should like to thank you for the opportunity of testifying
with reference to H.R. 6611. The Curtis Publishing Co., I might
add, is directly concerned with the growth and expansion of travel
and the travel industry both from a standpoint of the editorial con-
tent of the magazines we publish and also from the point of view
of travel promotion as a potential source of advertising revenue in
Holiday, the Saturday Evening Post, and other of our publications.

We believe that travel by U.S. residents in foreign countries can
form the bases for improved international relations between the na-
tionals of the United States and the people of other countries. It
is because of the benefits which can be derived from international
travel that I am appearing here today in opposition to the proposed
legislation which has for its object the reduction of the duty-free
allowances on purchases by returning U.S. residents.

My reasons for opposing H.R. 61311 are, as follows:
(1) I believe that the provisions of the subject bill would mini-

mize to a considerable degree the benefits to be derived from legisla-
tion proposed in S. 3102 and S. 3162 which provide for the establish-
ment of an Office of International Travel and Tourism by the U.S.
Government and the encouragement of foreign travel to this. country.

(2) I believe the subject bill would tend to generate further the
belief by the people of other nations that we are not genuinely inter-
ested in reciprocal travel.

(3) I believe the provisions of the proposed legislation would not
accomplish the implied objectives of the 1i1; namely, that it would
help close the gap in our international balance-of-payments.

(4) I believe the proposed legislation would invite retaliation
by other, governments and thus choke off international travel as
well as international trade, thereby resulting in further dislocation
of our international balance of payments.
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1 One of the prime motives for travel by U.S. residents to other
countries is the ability of the traveler to purchase articles and prod-
ucts which are characteristic and representative of the countries
visited. These purchases reflect the traveler's interest in the cul-
tures and achievements of the peoples of other coutries. As the
Randall commission in its report on international travel stated in

.1958:
The American who can go abroad but once or twice in a lifetime wants to

buy what he wants to, where he wants to. His purchases are the remem-
brances of long-planned Journeys.

I believe that the cultural implications and the good will benefits
to be derived from international travel far exceed the economic as-
pects of travel purchases, particularly to a Nation such as ours. 1
am convinced that by reducing the duty-free allowances of our re-
turning residents we will be discouraging international travel and thus
lose an important psychological advantage in our efforts to portray
our way of life and our culture to other peoples of the world. With
restrictions on spending abroad, we are definitely discouraging for-
eign travel and thus penalizing to a considerable degree international
travel by this country's citizens.

I want to state here and now that I am most sympathetic with the
administration's efforts to close the dollar gap in our balance of inter-
national payments. I believe, however, that the provisions of this
bill will accomplish very little in this direction. Rather, I think
the proposed legislation is a negative action and one which will serve
not only to slow international travel by residents of this Nation but
antagonize other governments and invite retaliations in both the
travel and other fields of international affairs.

Earlier this year officials of Curtis Publishing Co. were privileged
to testify in favor of resolutions S. 3102 and S. 3162 which provided
for the establishment of an Office of International Travel and Tourism
and for encouraging foreign visitors to come to the United States.
This proposed legislation, I might add, is most timely and its final
enactment into law should substantially benefit our dollar exchange
position; I only hope the good effects of this legislation will not be
lessened by the provisions incorporated in H.R. 6611.

It is my understanding that our Government's attitude still is not
to discourage American residents from traveling abroad; rather, it
is our Government's policy to encourage more foreign visitors to come
to the United States. Already the publicity attendant to H.R. 6611
has given many people in this country the idea that the Government
is attempting to discourage foreign travel by U.S. residents. Many
residents of this Nation at the present time are under the impression
that it is not patriotic to travel abroad and as a result travel to the
Pacific, Europe, and other parts of the world has eased noticeably.
Thus, regardless of the stated objectives of H.R. 6611, the adoption
of the provisions of the proposed legislation undoubtedly will im-
mediately be interpreted by other governments as evidence that this
country is setting up new barriers to international travel.

To repeat, it is to be hoped that the good effects of such positive
legislation as that embodied in the international travel office bills
will not be lessened by the. rovisiovs of the terms incorporated in
H.R. 6611. Particularly is this true in view of this country's foreign
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aid program as set forth by the President. Most nations and most
areas, I am sure, would prefer trade to aid. Let us encourage travel
to their shores-let us make it possible for them to increase their
trade, as well as ours.

Recognizing the cultural values which travel provides in our inter-
national contacts and dealings with other peoples, I am hopeful that
existing provisions regulating the duty-free purchases of returning
U.S. residents will not-be changed. Aside from antagonizing our own
residents returning from foreign travel through a much slower and
more detailed examination of their baggage and personal effects at
customs offices, this country will also be inviting retaliation and
ill will from other countries, especially our nearest neighbors, Canada
and Mexico, which permit their nationals to visit the United States,
buy liberal quantities of U.S. made goods and products and return
to their homes without the imposition of additional customs duties
on their U.S. purchases.

Senator DOUGLAS (now presiding). Senator WilliamsI
Senator WnLLIAs. No.
Senator DOUGLAS. Senator Bennett?
Senator BEN;Err. No.
Senator DOUGLAS. Mr. Housley, you were here yesterday and heard

the testimony about the fact that virtually all of the European coun-
tries either permit no commodities to be brought back by their na-
tionals free of duty or permit a very small exemption, but you say that
for us to reduce our exemptions to $100 will invite retaliation ?

Mr. HOUSLEY. That is right. .
Senator DOUGLAS. What retaliation could they do more than they

are already doing?
Mr. HOUSLEY. Well, there are retaliations in other fields, Senator,

I might add, that I think almost day-to-day negotiations at the diplo-
matic level.

Senator DOUGLAS. Do you have such a low opinion of foreign coun-
tries that you believe when we merely put into effect far more liberal
provisions than they have, then they would retaliate elsewhere?

Mr. HOuSLEY. Let me answer that by saying, Senator, that I would
rather see us attempt to get them to liberalize their allowances rather
than us cutting ours.

Senator DOUGLAS. You have heard Mr. Kerr state that his agency
has been trying for years to get them to liberalize theirs, and has not
been successful:

Mr. HOUSLEY. I think we must do that at the government level, al-
though encouragement from private groups would certainly be help-
ful and appreciated.

Senator DOUGLAs. There is no indication that this would be success-
ful.

Do you think that the European countries should be mindful of the
fact that we have given them, with the other countries of the world,
some $75 to $80 billion since the war?

I believe it has been said that the aid to Europe has amounted to
something in the order of $35 billion, about $12 billion of military
aid and $23 billion of economic aid. So far as I know, this is un-
precedented in the history of the world. Wouldn't you think that
their feeling of gratitude for this should overcome any resentment
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about our treating our own nationals more severely than we have been
in the pastI

Mr. HousLLr. I don't know how they feel, of course, Senator.
Senator DoUGLAs. How do you think they should feel?
Mr. Housmy. I would hope that they would not feel too badly

about it.
Senator DouGLAs. Exactly. They are pretty decent folks that

basically understand these matters. Don't you think they understand
that we are merely proposing that we be infinitely more liberal than
they are in this particular matter? And considering our generosity
in other matters since the war, shouldn't this produce a feeling of
friendliness rather than retaliatory action ?

Mr. Houszy. I hardly know how they would feel. I shouldn't
think they would take it as a particularly friendly act on our part.

Senator DoUGLAs. You know, this is a very grave problem which
runs through human life. When you spend yourself in aid to others,
and others become dependent upon you, and then when you get into
difficulties and those you helped take advantage of you in your diffi-
culties, how long must you continue ?

Mr. HousLEY. That is a very great problem, there is no doubt about
it.

Senator Douor.As. I favor our continuing, but not to an unlimited
de ai d editorials in your papers from time to time saying that we

have been too generous. In fact, I think your paper has criticized me
for being too generous in these matters.

And now you come urging that we be generous.
Mr. HousiY. I don't know whether it was in this field that we

were talking about, Senator. '
Senator DouoLAs. When, with my associates, I was supporting for-

eign aid, your paper-and I don't know whether it was the editorial
brass or not-was most critical of American efforts to help European
and other governments, and it made our task in Illinois much more
difficult.

If you really believe in developing friendly relations with foreign
countries, don t you suppose you might help to do so if you would
use a little influence with the Curtis Publishing Co. in its magnificenthome on Independence Square in Philadelphia

Mr. HousL.Y. I should hope that we could work on it from another
point of view. And I look at it that we are penalizing our own citizens
when we cut down on these purchases.

Many people don't go abroad every year, they go once or twice in
a lifetime, and they Ile to buy articles or gifts that are representa-
tive and characteristic of a country they have visited.

Senator DoUGLAs. We all like to do that.
Mr. HousL zy . Furthermore, they-----
Senator DOUoLAS. I like to do it. I expect to go abroad this fall.

My purchases will probably be in excess of $100, not very much, but
somewhat in excess of that. And I shall be very glad to pay duty on
that. I think the average American, knowing the circumstances in
which our Government is placed, will make a sacrifice.

But he believes in mutuality of sacrifice.
Mr. HousI r. I agree with that. f
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Senator DouGlAs. That is the point. The average American is
willing to make any sacrifice, provided he is certain that others are
making the same sacrifice. But let one person not make the sacrifice,
and then the others will say, "There is no obligation on us to do it."

Mr. Housizy. I agree with you.
Senator DouoLAs. You know, every time we try to protect the

country we step on certain toes: travel agents, publishing houses
which handle advertising of resorts abroad, foreign airlines, foreign
steamship lines, and so forth, they all rise in opposition. But I thiik
you have to go on the principle that the general interest is primary.

Mr. HousLEr. Do you think, Senator, that this honestly will reduce
the gap in our balance of payments f

Senator DOUOLAS. I think the measure, if passed, will reduce the
volume of foreign purchases by an indeterminate amount, and hence
to that degree wilI diminish the unfavorable balance of payments.
You see, our unfavorable balance in the last 3 years has amountedto $11M billions.

I think your journals have called attention to this matter and have
emphasized the need for our protecting the dollar balances.

Now, we take a very little step toward doing so in this bill, and you
come in and say, "No, don't do it to us," or "don't do it to the American
tourist."

And it has a tangential effect upon. you.
Mr. HOUSLEY. I- would assume that if we are genuinely interested

in correcting the international balance of payments, we should just
cut off all travel, if you really want to do that.

Senator DOJGLAS. No; we arc not interested in cutting off all travel
but merely in reducing, in the gentlest fashion possible, the number oi
American tourist dollars spent abroad.

Thank you very much.
The next witness is Mr. Cecil L. Delvalle, of the Economic De-

velopment Council of Curacao, Netherlands West Indies.

STATEMENT OF CECIL L. DELVALLE, ECONOMIC DEVELOPMENT
COUNCIL OF CURACAO, NETHERLANDS WEST INDIES

Mr. DELVALLE. Thank you, Senator Douglas.
My name is Cecil L. Delvalle, and I am a businessman in Curacao.

I was Minister for Economic Affairs of the Netherlands Antilles and
I am now vice president of the Curacao Chamber of Commerce and
Industry. I am also a member of the Curacao Tourist Advisory
Board and of the board of directors of the Curacao 10-year tourist
development plan.

I have been authorized and instructed to speak in behalf of the
Curacao Association of Trade and Industry, and the Curacao Cham-
ber of Commerce and Industry, the Curacao Tourist Advisory Board,
and the board of the Curacao 10-year tourist development plan. The
latter three are semiofficial organizations of the island government of
Curacao.

71484-61--a
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Aside from representing Curacao, I have also been instructed to
r-epresent the Chamber of Commerce of thile Americas, which is meet-
ing in the Antilles.For the record, we wish to state that on our behalf the Kingdom of
the Netherlands has joined a number of other nations in expressing
concern over H.R. 6611 to the U.S. Department of State.

Senator DOUGLAS. Do I understand that there has been an official
protest by the Netherlands Goveniment?

Mr. DELVALLE. That is correct, Mr. Douglas.
Senator DouOLAs. Do you know what the other nations were that

protested ?
Mr. DEVALLE. I do not know.
Senator DouoL.s. Is there a representative of the State Department

here I
(No response.)
Senator DouoLms. A representative of the Treasury Department

here?
(No response.)
Senator DOUGLAS. I will ask the clerk of the committee if she will

try to get from the State Department a list of the nations which
are protesting against H.R. 6611.

Thank you very much.
(The information subsequently obtained from the State Depart-

ment follows:)
Countries protesting:

Canada Malaya
Netherlands for the Dutch Antilles Ireland
Haiti Mexico

A resolution was adopted during recent ECLA meeting by Argentina, France.
Netherlands, Mexico, Panama, and Peru-ECLA members to take into account
In drafting legislation or regulations of a custom or other nature, the importance
of encouraging the flow of tourists into other countries of the region and to avoid
measures which may jeopardize this flow. In the discussion of the resolution
the U.S. representative stated that the U.S. Government did not consider
the reduction In the duty-free allowance of returning residents as being incon-
sistent with the resolution.

Mr. DFLVALL. Before I actually start my testimony, I would like
to ask the gentlemen present, Mr. Bennett and Mr. Douglas, to ac-
tually look at my testimony in the light of very small figures when
we talk about thousands. I have been in this room since yesterday,
and I have heard millions and billions, and I realize that our amounts
might seem quite insignificant.

I have come 2,000 miles to speak to you today for just two reasons:
1. We feel the future of our islands is gravely threatened by House

Resolution 6611, and
2. Because the Netherlands Antilles are friends of the United

States, we do not wish the United States to take any action which
might harm its good will and the cause of democracy in our area.

As you know, Curacao is one of the Netherlands Antilles. We
are just 38 miles off the coast of Venezeala-in the same geopolitical
position relative to Venezuela, as Cuba is to the United States.

The Netherlands Antilles position is unique. An autonomous coun-
try which is politically part of the Kingdom of the Netherlands, we
are economically part of the Western Himisphere. We import about

78



DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS

half of our nonoil goods from the United States. We have never dis-
criminated against the United States in any form or manner. Im-
ports from tlie United States pay the same low duties as goods im-
ported from the Netherlands. Neither do we apply any exchange
restrictions on trade with the United States.

During World War II the Antillian oil refineries produced enough
to meet over 50 percen of all the Allied needs. American troops were
'Stationed in Curacao; American warships patrolled out of St. Anna
Bay a protect the refinery production. At the end of the war, the
Shell refinery in Curacao emerged as the second largest in the frve
world.

Shell Curacao provided jobs for 12,000 workers. Other indus-
tries--shipping, construction, suppliers-prospered as the oil refinery
drew on their services; 15,000 additional jobs had been provided
through these industries.

The recent high standard of living in Curacao springs from the
refinery. A healthy, happy working community found itself secure

-from the political unrest in the Latin American area. Today, we
believe Curacao is most assuredly the best showcase of democracy
in the entire West Indies.

But, historically, Curacao has suffered from dependence on a one-
industry economy. Drought and soil conditions make agriculture im-
possible, and we have few other natural resources.

As early as the postwar conversion period, plans were begun for
a broader based economy.
. The worldwide oil surplus and Curacao's own postwar population
explosion added urgency to Curacao's economic-development plan.

Growing competition forced Shell to turn to automation. Wide.
spread layoffs were necessitated. By 1960, the number of workers
had decreased 40 percent. By 1965, it is forecast that there will have
been a 65-percent cut.

And in 1958, political and economic problems began to trouble our
best next-door neighbor, Venezuela. A Venezuelan tourist trade of
approximately 15,000 tourists in 1959 has decreased to an estimated
5,000 in 1961.

These figures for 1961 actually are forecast from the first 5 months
of this year.

The Minister of Economic Affairs for the Netherlands Antilles
has estimated that more than 10,000 new jobs will need to be created
in the coming 10 years.

As a result of early planning by Curacao's leaders, accelerated by
this falling of the oil economy, Curacao has adopted an economic
development plan, aimed at broadening the economic base and provid-
ing more jobs.

he keystone to the success of the overall economic development
plan is the 10-year tourist development plan. It is from the tourist
plan that we expect to finance the economic plan. This tourist plan
envisions the purchase of $15 million of material, goods, and services
from the United States.

In addition to gifts and loans from the Dutch Government and
general belt tightening of the local economy, Curacao economic plan-
,ners look to tourist-generated income as a major source of funds for
financing the overall expansion and broadening of the economy.
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Tourism, however, plays a major role in Curacao's economy today.
One thousand five hundred people are directly employed in the tour-

ist industry, and 1,875 work in other jobs generated by this income. A.
total of 1.3,500, or 10.4 percent of our population, are dependent on the
tourist tr-ade.

But it is important for you to note that of this number, 40 percent
work itt jobs catering to the American tourist. A total of 8,200
Curacalans, 6.5 percent of our population, are members of families
whose incomes are generated by U.S. tourists.

Curacao tourism reverses the typical Caribbean tourist income pat-
tern. Most tourist-dependent economies derive their largest income
from services to the tourist-hotels, restaurants, land tours, and so
foith. This is not Curacao's position. Eighty-seven percent of all
the money spent by American tourists is spent on purchases, while
only 13 percent is used for tourist services.

Senator DouOLAs. What do the Americans buy in CuracaoI
Mr. DELVALLE. Mr. Douglas, I think you can state the range is

anywhere from postcards up to possibly large and expensive pieces
of ewelry.Senator DOUOLAs. This is ullI

Mr. DELVALLL This is all.
Senator DouoLAs. I had heard that there is a drink called Curacao.

Is that purchased I
Mr. DEVALLE. It is purchased in very small quantities. We hope

that it might be purchased in large quantities, but it is not.
Senator DouorAs. Does the tourist buy bottles of Curacao when

he comes to CuracaoI
Mr. I)r.VAiLr. We do have a beautiful package of three bottles

that sells for $5 or $6, but actually the sale of this is not large enough
to contribute to broadening our economic base.

Senator DovoLAs. I had always thought that this was one of the
attractions which made trips to Curacao so attractive.

Mr. DF.LVALLE. Mr. Douglas, I do not doubt that it might be in the
minds of Americans----

Senator DouvLAs. I might say that I am not a prohibitionist, and
I do not want to pose under false colors. Unlike my colleague from
Utah, I am not a prohibitionist.

Senator BENxiq.. Your colleague from Utah, who does not drink
Curacao, observes that it is one of those liqueurs that is served in tiny
quantities, after one has eaten and drunk so much that there is no
room for much more.

So I do not think that it will replace Scotch whisky in the United
States.

Senator DuoLAs. I am very much surprised by this testimony that
only a small proportion of American purchases goes for Curacao.

Mr. DiEvAuz. The statistics show that this is true. Our dollar
volumes do not come from that.

Senator DoUoLAs. I wonder if your statistics are correct?
Mr. DELVALL. I would be happy to have our government send you

a group of our statistics. I think you will find that they are the
best prepared in the West Indies.

Senator BENNET. What proportion of American purchases would
be represented by this liquor, roughly?
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Mr. DELVALLE. I would estimate that the sales would be, roughly,
between $100,000 and $125,000 a year, out of total purchases of about
$6 million.

Senator Bm;rr. That is 2 percent.
Mr. DELVALLE. Yes.
May I go on with my statement?
I was saying that actually we reverse the pattern, because in

Curacao the money actually goes on purchases. In the next few years
Curacao cannot build any kind of tourist trade which is not based on
sho ping.

We are still in the midst of building up the other attractions which
some of our neighboring islands already have.

The enactment of H.R. 6611 would be a death blow to our entire
development and would forestall all of our carefully worked out
plans.

This, in turn, would be a crippling blow to our entire economy.
We fear that the problems created will be of such a nature that

our people easily could fall prey to the promises of those who want to
alienate us from our traditional friendship with thu United States.

The United States itself has had a greater income from Curacao
purchases in the United States than Curacao has enjoyed from U.S.
tourism. Curacao has to import almost everything consumed.

Despite partnership in the Kingdom of the Netherlands, Curacao
has traditionally favored the United States in its imports. In his
1960 annual report to the State Department, the U.S. consul general
in Curacao pointed out that the U.S. share in the total non-petroleum
imports, for January to September 1959, was slightly more than
50 percent.
The Dutch Antilles, one of the most stable political influences in a

volatile Caribbean area, import over $70 million of U.S. goods each
year. Curacao-the Antilles' most important island-brings in $29
million of such stable goods as Detroit cars, Louisville refrigerators,
Philadelphia air conditioners, and Florida foods each year, Louisiana
rice, wheat, tobacco, even Virginia apples.

Against this, U.S. tourists paid out $6 million for tourist services
and shopping trips in Curacao. Out of all U.S. public and private
spending overseas only $5.7 million was spent on purchases in what
is generally regarded as the favorite shopping center of the Caribbean.

For every dollar laid out by the American tourist, $5 are spent by
Curacaoans in the United States, or about $250 for every man, wo.
man, and child.

Mr. Chairman, these amounts may a appear insignificant in compari-
son with the entire U.S. economy, but I suppose there are some mem-
bers of this committee-and most certainly, of this Congress-from
small towns where even small amounts of money can be of great im-
portance for development.

It is difficult for us to explain to Antillians why the United States
is willing to jeopardize its sizable nonoil trade with the islands and,
by so doing, encourage the growth of antidemocratic forces.

In discussing H.R. 6611 at the recent Economic Commission of
Latin America meeting at Santiago, Chile, U.S. Ambassador Robert
R. Woodward told us that the program is designed, and I quote, "to
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have the least possible adverse impact on the earnings of less-devel-
oped countries."

Indeed, the enactment of H.R. 6611 will have severe adverse ini
pact on the island of Curacao. We sympathize with the U.S. balance-
of-payments problem. We understand that the $500 limit was orig-
inally enacted to aid the development of European areas, at a time
when the purchasing power of the dollar was much higher.

Perhaps it is now time for you to consider use of this device to aid
the Caribbean. Perhaps you can enact a special exemption for the
Caribbean, Latin American., and other less-developed areas.

Perhaps some compromise can be found to assure equal treatment
for all our need.

What we do know iF that-should the $500 to $100 cut become law,
we expect the worst. The major portions of Curacaoans directly en-
nrloVed by the tourist industry would find themselves out of 'work
because chopping has been the island's greatest tourist attraction.

Mr. Chairman, may I summarize by pointing out:
First. Curacano. a traditional friend of democrncv, strategically

situated in the Caribbean, must broaden the base of its economy.
Second, an economic development plan undertaken to create new

jobs was to be financed by Thitch loans and gifts and by tourist-gen-
erated internal funds.

Third, tourism today in Curacao is the second most important. in-
dustry, sustaining over 10 percent of our population. This becomes
even more important with the deterioration of the oil economy.

Fourth, Curacao tourism income is 87 percent derived from the
salp of goods, not from services.

Fifth, with Venezuelan tourism cut off, the American tourist is
the keystone of Curacao's entire economic development plan.

Sixth, Curacao spends $5 in the United States for every dollar
spent by American tourists in Curacao.

Finally. reduction of the duty-free allowance jeonardizes thousands
of tourist-based jobs, undercuts the economic development plan, and
undercuts Curacao's purchases from the United States.

Mr. Chairnian, we appreciate the opportunity to hav, presented
these facts in the spirit of friendship. May I 'request that, they be
made part of the record of this committee liearin,, and may I invite
the members of the committee to come visit us in Curacao.

Thank you.
And may we be your host with a bottle of Curacao some day.
Senator DoUGLAS. Senator Bennett?
Senator BENN.fr. May I make this comment.
I have not been in Curacao, but I have been in Aruba, which has

the same kind of problem, has it notr?
Mr. DELVALLE. That is correct.
Senator BFNE.rr. I remember that our ship docked at midnight,

and the shops kept open through the early morning hours so that the
ship could sail again at 6, and so that those of us who had planned
to make some purchases in Aruba would have that opportunity.

Isn't it true that you derive your tourist sales from Americans on
cruise ships which cruise in the Caribbean?

Mr. Djv T,LE. Mr. Bennett, according to the figures for last year,
our total American tourism amounted to approximately 60,000, of
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which 54,000 came in by cruise ships, and 6,000 for so-called stayovers.
Now, you were referring to Aruba. I did not make too much men-

tion of Aruba in this presentation because Aruba at this moment still
is not as far developed as we are. But they are trying to reach our
position . They have their own development plan which is coming

alon , again based, primarily, on the expansion of the American
tourist trade.

I would like to mention in connection with Aruba, that as you are
well familiar, Aruba has probably the free world's largest, if not the
largest, then the second largest, refinery today. It belongs to Stand-
.rd. Oil, and of course it is American owned.

Senator BENNETT. But, basically, the Island of Curacao and the
Island of Arbua share the same type of economy; they have the same
relationship to tourism?

Mr. I)ELVALLE. That is correct.
Senator BENNETT. They get their tourist business from cruise ships

that stop there for a brief period of time?
Mr. IELVALLE. That is correct, sir.
Senator BENNETT. Now, actually, the ship we were on did not stop

at Curacao; it chose to stop at Aruba. So we had that choice.
Now, there is one clause in this prepared statement which you did

not read. It is the last clause in the next-to-the-last paragraph on
page 8. The copy I have says:

This undercuts Curacao's purchases from the United States, and may force
Curacaoans to ask for American aid.

Have these islands ever had any aid from the Government of the
United States?

. r. DELVALLE. NO, M1r. Bennett, they have not. We have always
kept our own house in order.

Senator BmNnEvr. Apparently, turning back to an earlier part of
that same paragraph, you expect to get some aid from the homeland
of the Netherlands in developing this adjustment from an oil economy
to an economy in which tourism will play a more important part?

Mlfr. DELVALLE, That is correct.
But we do not call it the homeland any more. In our position, we

are actually one of three autonomous partners in the Kingdom.
Senator BENNETrr. You maintain just an emotional or a patriotic

relationship with the Netherlands ?
Mr. DELVALLE. Mr. Bennett, while our position is not as far as the

British Commonwealth's, at the same time, it is much further than
most of the other islands.

We only look to Holland today for defense, and for foreign affairs
representation. For the rest, we take care of our own problems. But
when we come along with a very large plan, as we have now, and this
plan calls for an expenditure of what I think is about $26 million to
$30 million, we feel that we cannot finance this by ourselves. We have
to turn to someone.

And we think that it is only right. that. we turn to Holland and not
to the United States, if we possibly can avoid it.

Senator BENN'ET. But you have also made the point. that for every
dollar the American tourists spends in Curacao, the people on the
island spend $5 in the United States.
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Do you think the passage of this bill might have one of these two
effects: Either have a tendency to turn that trade somewhere else in
retaliation, or so reduce the economy of the island that the people in
Curacao could not buy as much in the United StatesI

Mr. DF.LVALLE. The second is correct, sir. I do not think that we
would turn away from the United States in our purchases. I just
think that we would have less income. Out of plain necessity we
would have to spend less, and I think every country would share in
this.

This would not be a matter directed against the United States at
all. We will just buy less from Holland, less from England and less
from the United States, and less from any country that supplies us
today.

Senator BENr. And is this true of the other islands in the Dutch
Antilles?

Mr. DrELvATy.. That is correct. It is exactly the same.
Senator Bpz;NNrr. I have no other questions.
Senator DOUGLAS. Are the customs regulations for Curacao deter-

mined in Holland or by Curacao itselfI
Mr. DFIVALLe. Mr. Douglas, I definitely want to make the point

that in internal administration, which includes customs, we decide
our own rules.

You know very well that as partners in the Kingdom of the Nether-
lands, we are tied to GATT. And so, when and if we want to make
changes, we have to submit this through the official channels, and then
it is tAken up for us.

Senator DOUGLAS. Earlier, Mr. Flues, whose testimony I think you
heard. gave me a memorandum, one item of which was in Curacao
there is no exemption-

Mr. DELVLLE. That is correct.
Senator DoUGLAS. If I may complete the sentence--no exemption

on commodities which native Curacaoans bring back from foreign
countries.

Now. is this by decision of Curacao itself
Mr. IL*AT . Mr. Douglas, that is a matter of historical growth;

it has never been otherwise.
However, I think that your question probably implies something

else; in other words, you are trying to bring two things into relation-
ship with each other. I would like to make this point: There is a very
big practical difference when, first, customs officials are so liberal that
they practically do not look at what you bring back; and, second, if
you have to pay duty, that duty will be roughly 4 percent.

Senator DOUGLAS. I have always appreciated the low tariff attitude
of the Netherlands, but do you think you can conscientiously ask that
we keep an exemption of $500 on American purchases in Curacao,
whereas you permit no exemption of Curacao purchases in the United
States Is that consistent?

Mr. DEILvALLE. Mr. Douglas, I think that answer is not so easy to
give. There are several things entwined in this. First, I agree that
if you are in the difficult position that you are in today with your dol-
lar balances. that this has to be corrected. I think that once we are a
part of the free world, we have got to share in this with you. We are
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definitely not in any way indicating that we think that a compromise
would be incorrect.

Second, I would like to point out that if one country has, let us say,
50,percent duty, in a way of speaking

Senator DOUGLAS. I think your duty is much less than that now,
ifn may say so.

Mr. bELVALLE. Mr. Douglas, I know the American duties on certain
specific items, and it is very possible that the statements of the gentle-
men who were here yesterday and today are correct.

But I am also equally convinced that it does not apply to the pur-
chases made in the Netherlands Antilles.

In other words, if you consider the articles which are most fre-
quently purchased there and brought back here, then that average duty
is not 15 percent, it is considerably more.

Senator DouoLAs. What are those articlesI
Mr. D VALLE. Let us say on cameras it would be 15 percent. On

watches, when they are really completed watches, as you heard this
morning, they will run the whole gamut. They might be way up orway down.On China it is very high.

Senator DOUGLAS. And on Curacao-
Mr. DELVALLE. On Curacao liquor you are allowed your usual quota,

which, if I am not mistaken, is 1 gallon a person. And beyond that
you would have to pay your duty. And I frankly am not aware of
that duty here. I was trying to make the point that if you make this
comparison-now, we go along with your 15 percent, though I frankly
take the liberty of saying that it doesn't apply to goods most fre-
quently purchased in our area-you have to take into consideration
what we are paying. Because it is a lot different when a resident
returns to Curacaco and pays 4 percent on the hundreds of dollars in
American goods that he has purchased here than when an American
goes down there and pays at least 15 percent on goods purchased in
Curacao.

Senator DoUGLAs. He does pay 4 percent?
Mr. DELvALLE. Yes; he does pay 4 percent.
Senator DOUGLAS. Whereas in the-United States an American tour-

ist can go to Curacao, bring back $500 worth of purchases and pay
nothing in duty, and even under this bill lie could bring back $100
worth and pay nothing.

Senator BENNET-.Mr. Chairman, I would like to get my own
thinking on that. I think Mr. Delvalle said earlier that there were
many, many things on which the tourist paid nothing. I get the
impression that in Curacao you had a bigger free list than we have
in this country.

Mr. DELVALLE. Mr. Bennett, we have practically no free list at all.
It applies only to books, periodicals, and educational things.

Senator BNzrr. I see.
Senator DouGLAs. I want to congratulate the witness on very honest

testimony.
Mr. DiLvAu7. I couldn't be different, sir.
Senator DOUGLAS. I appreciate that. One of the strongest tests of

character is whether you are willing to volunteer testimony adverse to
yourself. I congratulate you.
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Mr. I)FvVAir. Thank you, sir.
Senator Douot.AS. Have you ever made any efforts to liberalize the

no-exemption provisions ill Ouracao?
Mr. DELVALLE. We have not, Mr. Iouglas. But I think that we

haven't, not because of any lack of willingness, but just, because it was
never a question that was raised.

Now, I understand from the previous discussions this morning that
your (Governent---or at least you as Senator, seems to feel quite
strongly that this should be a reciprocal sort of thing.

Senator DovoLAs. Precisely, 1 do not. mean that as tle Govern-
ment-

Mr. 1)ELVALLE. I understand, you as a Senator. And I think the
preceding gentleman from the Stite Departmenit also mentioned some-
thing along this line.

And I can assure you wA'hen I go back I will be glad to take this up
with our Prime Minister and see' whether anything can be done and
see whether this can be presented to GATT.

But, again, I must. stress-
Senator DoupLAs. You have to gmt a permit from G.TT to liberal-

ize trade? I thought you had to get a permit only when you restrict
trade.

Mr. DEV.ALLE. It has been 9 years since I have been in tie Govern-
ment, and it is not clear in my mind. I would like to check on that.

If so, it is so much the better.
But it is something we should study.
Senator Dotalts. I don't think OATT is a contributing influence

to the prevention of your liberalizing importation.
Mr. 1) .LVAIAlt. Again, we must. come back to this, Mr. Douglas.

You must take into consideration not only the amount of our pur-
chases but the low duty. In other words, if these duties amounted
to I percent, it would be practically nothing at all.

Senator Doiroiris. I notice you lave not used the argument of the
relatively strong economy of the 'United States and the lesser economic
strength of Curacao, and I want to congratulate you on that.

Mfr. DELVALLE. Thank you, sir.
Senator DoOLAS. If 1 may say so, I have had some very unhappy

experiences with a few of my British friends. I was having afternoon
tea the other day with some English friends, and they spoke with
great, exultation 'of the fact that South Wales longshoremen had re-
fused to unload American coal because they believed that this would
deprive miners of employment in the coal uidnes of South Wales.

I said, "Well, this is very interesting. Now it will be possible for
me to yield to the demands of American industry that we restrict the
impo rtation of goods from Great Britain."

And immediately a cry of terror and of anger came from these
friends of mine, and they said, "Oh, no, you can't do that."

And I said, "W '1, why do you hold us to more severe standards
than you impose upon your-self? You say that you have the right, and
glory in it, of shutting off imports from the United States by volun-
tarv action. And yet you say that we have no reciprocal right."

They said, "Well, there is a great difference in strength."
Now, this raises the question as to just how long the colossus of the

north can bear the burdens of the worltl upon its shoulders.
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In a sense, I had hoped that our difficulties would produce an under-
standing feeling in other countries; that they would see that we, too,
have our troubles, and that they would be anxious to come forward
to assist us as we assisted then in their need. But I haven't seen many
evidences of that.

I am not suggesting that ('uracao bear the full load of the burdens
of the Vinited States on its frail shoulders. But I do think its recip-
rocal willingness is very import ant.

Mr. I)ELV,\ILF. Mr. I)ougl1s, you coul(l hardly expect us to feel
something more favorable about you. We have always felt that our
attitude toward the United States is one of friendliness from both
sides.

Senator I)oo 10LAs. Wien you go back to Curacao, will you say you
have been here and have argued that we should not place any restric-
tions upon the importation of Curacao liquor or upon the bringing
back of the Curacao goods by American citizens, and that, there ore,
reciprocally you feel that the Curacao Government should impose no
restrictions upon Curacao citizens in bringing back American articles
to Curacao?

Mr. DELVAL E. Mr. Douglas, I most certainly cannot answer for my
Government.

Senator DotruoAs. Cniii you answer as an individual?
Mr. DELVALLE. Definitely, most emphatically.
Senator DOUGLAS. Will you write to the Netherlands Government in

the IIague asking that. they act similarly, inasmuch as that Govern-
ment allows no exem ption, according to the testimony yesterday?

Mr. DLVALLH. Mr. Douglas, I think that is completely beyond any-
thing that I could possibly recommend or do.

Senator Douors. Aren't you a citizen of the Netherlands?
Mr. DELVALLB. I am a citizen of the Netherlands Antilles.
Senator DOUGLAS. Aren't. you also a citizen of the Netherlands?
Mr. DELVALLE. Our passport is a Dutch passport which bears the

identification "Netherlands Antilles" on it. It is separate.
Senator I)OUOuts. Do you have a sel)arate foreign service?
Mr. DELVALLE. We do not, sir.
Senator DoUGLAs. Do you have separate rel)resentation in the

United Nations?
Mr. DE.LrALLE,. We do not. We have additional representation.
Senator DoUoLAs. Don't you have the right to petition to the

Netherlands Government?
Mr. DELVALLE. The right of-
Senator DOUGLAs. The right. of petition. You see, we, as citizens,

have the right to petition our Government, and this applies to Puerto
Ricans and residents of tie Virgin Islands, as well as to those in the
continental United States. We protect that right by one of the
amendments to the Constitution.

Now, Holland is, of course, a country of religious freedom and po-
litical freedom, and you have the right, to petition, too, don't you?

Mr. DELVALEI Yes, Mr. Douglas.
Senator DOUGLAS. Why are't you willing to exercise this right of

petition?
Mr. DELVALLE. Mr. Douglas, the problem is that I am not here as a

representative of anyone that has to do with anything conneted with
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Europe or Holland, I am representing my island and my problem
and my area.

Senator DoUoGLAs. But dealing as one individual to another, if one
of the ethical bases of life is that you should not ask from others that
which you are not willing to accord to them-and I think this is a
basic rule of life-then just as you make and we gladly receive your
comments about the actions of the American Government, is there not
also a similar obligation upon you to make similar representations
to your own Government I

Or is the exercise of benevolence to be solely an American require-
ment, an ethical requirement upon America which calls for no re-
ciprocal action by other nations?

Mr. DnLVALTX. You are quite right, Mr. Douglas, but . must again
say, I can only make this recommendation to my own Netherlands
Antilles Government. Customs are something which we decide at
home and Holland decides its customs. And this is something which
I nust represent-

Senator DOUGLAS. You will write to the Government of Curacao?
Air. DELVALLI. I am going back to Curacao tomorrow. I will take

this up as one of the feelings which was expressed at this hearing.
Senator Douoas. We have lots of good things to have you take back

from the United States, and we regret that you will not be able to pur-
chase as many of these articles as you otherwise would if your Govern-
ment had as libel provisions as those which we are proposing to put
into effect here.

Mr. DELVALIR. Well, Mr. Douglas, I think that there isn't a single
citizen of the Netherlands Antilles who comes tp here who doesn't go
back with a considerable amount of purchases above the $100 average
or the $150 average that was mentioned yesterday as the U.S. citizen's
average purchase abroad.

Senator lkor1,.s. We think that would happen also with respect
to American purchases in Curacao; that the imposition of a $100 limit
would not shut off purchases, though we think it would diminish themn.

Mr. DVLVALT.. I cannot speak for U.S. citizens. We buy your
goods and pay the 4 percent.

Senator DUrGILAs. As in the case of other witnesses, I am not speak-
ing to you so much as trying to speak through you to the European
governments themselves.

Mr. DErVALLE. Mr. Douglas, I would very much like you to see
me as a neighbor in the Antilles in this hemisphere, and not as a rep-
resentative or person in any connection with Holland, except that we
are part-

Senator DOUGLAS. Holland is a great country. I hope you will
not. disavow your relationship to Holland.

Mr. DP.TVaLLE. No, sir-except that we are part of Holland as a
political unit, but economically we belong in this hemisphere,

Senator DoUOLAS. Mr. Delvalle, I may have given you a rough
time, but the name of Delvalle is quite dear to me, it so happens, bp-
cause my commanding general had the name of Delvalle. He was a
very brave and skillful Marine, and he came originally from Puerto
Rico. When I became a civilian I found that our political ideas dif-
fered very sharply, but I may say that as a field Marine he was superb:
brave, skillful, and considerate of hih men-the very model of what
a major general should be.
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Mr. DFLVALLS. In all honesty, Mr. Douglas, he was not a relative of
mine. I would like to mention this, Mr. Douglas. When we con-
ducted negotiations after the war in connection with the sale of oil
from Curacao, we insisted and fought for months with various gov-
ernments in order for us to obtain the right to convert pounds into
dollars. This was done because we wanted the liberty to purchase
goods in the United States when we wanted them.

We did not want to be tied down to buy from any specific European
country.

I just wanted to give you that as background information.
And I have another question which I hope you will not mind my

asking, once we are talking about reciprocity, Do you think there is
any chance of Curacao liquor ever being given the complete right of
importation into the United States without any duty I

Senator DOUOLAS. Well, I would say that it should be given the
same treatment as any other.

Mr. DELVALLE. Thank you very much.
Senator DOUGLAS. Thank you very much, Mr. Delvalle.
Mr. Vesey of the Bermuda Trade Development Board.
And I hope, Mr. Delvalle, that you carry back pleasant memories

of our country.
Mr. DELVALLE. I most certainly do.
Senator DOUGLAS. Mr. Vesey, you may proceed

STATEMENT OF N. H. P. VESEY, CHAIRMAN, THE BERMUDA TRADE
DEVELOPMENT BOARD, ACCOMPANIED BY W. 7. WILLIAMS,
EXECUTIVE DIRECTOR

Mr. VESEY. Mr. Chairman, my name is Henry Vesey, and I am
chairman of the Bermuda Trade Development Board, and a member
of the Bermuda House of Assembly.

I am accompanied by Mr. W. J. Williams, who is the executive
director of the Trade Development Board. I would like first to thank
the chairman and members of the committee for permission to appear
this morning.

I have a brief statement to make, after which I would be pleased
to answer any questions you might have.

The residents of Bermuda appreciate the problems that confront
the United States as it seeks to improve its balance of payments po-
sition. We are therefore sympathetic with U.S. efforts to help cor-
rect this situation.

Mr. Chairman, I may say that we have been in that situation our-
selves for a number of years.

However, it does not appear that H.R. 6611, which would reduce
the duty-free limit on tourist purchases from $500 to a maximum of
$100, will contribute to this objective. Our own assessment indi-
cates that a duty-free allowance figure of $100, will, in fact, have over-
all effects quite distant from, and even contrary to, those desired. The
adverse effects of the proposal upon Bermuda-United States relation-
ships are emphasized by the following facts:

1. Only 20 square miles in size, just off the eastern shores of the
United States, Bermuda has strong historical and military security
ties with the United States.
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2. Bermuda has no natural resources with which to support a grow-
ing population now numbering approximately 42,000.

3. The convoy of Beriud a is almost totally dependent upon is
tourist trade-85 percent of which comes from the United States.

4. United States presently enjoys a favorable balance of trade with
Bermuda.

5. Bermuda cannot pro(duce enough food for its own needs. It
must. import. It. buys more food and other goods from the United
States than from all other countries combined.

6. In 1960, Bermuda's 422000 cit zens spent $26,578,261 on goods
from the United States. This is $633 per capita.

7. For mutual security reasons, U.S. military bases occupy some
10 percent of Bermuda's limited land area, and are a free-will gift
so far as l3ermuda is concerned.

May I elaborate on that in order to make the position quite clear
there

Senator DouaLAs. Surely.
Mr. VEsEY. When the land was acquired for the two bases, nearly

all of it was privately owned. The land had to be purchased. Her
Majesty's Government in the United Kingdom, in the first place, put
up the necssary money to purchase that land.

The Bermuda Government immediately assumed the responsibility
for it, and has, in effect, paid to the Uited Kingdom Government
practically the entire amount. We have a program set up, and 1
think we have one or possibly two more payments to make to com-
plete it.

Bit we felt. that we wanted to make that our contribution to the
war effort and to indicate our friendship and good will to the United
States, which goes back over a long period of our history.

As a matter of fact, I do not know whether ou are aware of it,
but, we contributed some of the gunpowder which enabled you to ob-
tain your independence during the War of Independence.

Senator DObGLAS. I am quite well aware of that fact. The U.S.
Marines went to Bermuda and seized that gunpowder.

Mr. VESEY. Well, Bernmidians actually cooperated with you; we
seized the gunpower and turned it over to ,ou.

8. Since security and economics are Insel)aral)le, Bermuda is, in
effect, virtually a contiguous area of the United States.

SUMMARY OF EFFECTS OF PROPOSAL.

As best as we can anticipate, these would be the effects of the pro-
posAll:

16 It would not be consistent with and will weaken historical U.S.
ties with Bermuda.

II. It will deprive Bermuda of revenue which, though insignificant
in terms of the total U.S. problem, is vital to the island economy.

III. It will inevitably weaken the favorable balance of trade that
the United States now enjoys with Bermuda. Indeed, though the
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amounts involved would be small, the effect would be opposite to that
intended.

I. The damage to historical ties: Because Bermuda is virtually
oontigious to American shores, an identity of interests has united
Ihe two areas economically, culturally, and militarily over the years.

Their traditional joint approach toward mutual problems is under-
written by the military use that the United States makes of this island.
While the benefits of the U.S. bases to Bermuda are fully recognized-
and I may say, Mr. Chairman, we do recognize them, they are very
real-it seems appropriate to recall that Bermuda gave, without re-
st action or financial payment, 10 percent of its small land area for a
U.S. airbase and naval base under a 99-year lease.

II. The proposal will deal a critical blow to Bermuda: The num-
ber of dollars that the United States might retain within its economy
through the proposal would be trifling in terms of its 180 million in-
habitants. On the other hand, it would represent a very critical
amount to Bermuda's 42,000 inhabitants.

Tourism is not simply another dimension to Bermuda's economy.
It is the very life of the island. Aside from the employment of a
few Bermudians at the IT.S. bases, there is literally no source of em-
1)loymnent other than tourism. And if I may just elaborate briefly
on the employment of Berudians on the bases, the total number
employed at any one time during tie last few years has been 700.

But that number fluctuates, depending very largely on construc-
tion work which may be undertaken at the bases. If there is a con-
struction job underway, the figure goes up to that, and as the con-
striiction jobs diminishi the figure (r'ops.

While hotel, restaurant, and entertainment expenditures in Ber-
muda. account. for the bulk of the tourist dollar, nearly 25 cents out
of every tourist dollar spent in Bermuda last year was for merchandise
returned to the United States.

In 1960, Bermuda's income from American tourists was $30,600,000,
and approximately $7.50,000 of this was for the purchase of mer-
chandise.

Computations, as shown by the supplementary table attached, show
that if the proposal had been in effect last year and tourists had re-
stricted their purchases to $100 or less, total expenditures on mer-
chandise during the year would have been reduced by $3,037,050.

May I just explain that the supplementary table attached covers a
12-month period from March 1960 to February 1961, and it is ex-
tracted from a continuous survey which we have been carrying out
for the last 12 years.

From that survey we obtain a lot of other information which is
helpful to us, particularly in directing advertising and promotion and
that sort of thing.

The survey was not carried out specifically for this purpose, but
it was easily available because of the continuing survey.
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(The table referred to follows:)

SUPPLEMENTARY TAmz

Eependiture8 for Bermuda merchantdie (ba8ed on interview with 4,210 touri8to
from March 1960 to February 1961)

Percent of Total Percent of
Numberof total amount total spent

Range of expenditures tourists number of spent by by those
interviewed tourists those interviewed

interviewed

Nothing spent ---------------------------------------- 41 1.0 .......................
$ to $25 ................................................ 938 22.3 ' $15,049 5.4

2 to $5 ............................................... 1,362 32.3 54,857 19.7
51 to $75 ............................................... 839 19.9 66,5')0 20.3
78 to $100 .............................................. 435 10.3 41, 370 14.9

$101 to $20 ............................................. 534 12.7 84.468 30.3
$201 and over .......................................... 61 1.5 26,258 9.4

Total ............................................ 4,210 1.0 278, 452 100.0

Mr. VEEY. This $3,037,050 is equivalent to 0.00008 (or eight-thou-
sandths of 1 percent) of all retail sales by U.S. apparel and general
merchandise stores in 1960. On the other hand, it represents 39.7
percent of last year's sales by similar retail outlets in Bermuda.

III. United States already enjoys favorable balance of trade with
Bermuda; proposal could upset this: (a) That the United States now
enjoys a favorable trade balance with Bermuda is shown by the fol-
lowing:

Total spend.
Total Ber- Ing by Ber

muda income mud a In
from U.S. U.S., includ-
tourists Ing Imports

and travel

195 ......................................................................... $22, 300,000 $20,710,815
1957 .................- ........................................................ 26,300,000 23,124,376
1958 ........................................................................ 28,960,000 28,437,615
19 ......................................................................... 29,510,000 34,475, 922
1960 ......................................................................... 30,600,000 35,191,947

Total ................................................................. 137,670,000 41,940, 75

Mr. V siy. Mr. Chairman, a considerable amount here is spent on
travel and education. I may say that a great many Bermudians send
their children to the United States to attend the universities and
secondary schools.

I, myself, for example, sent both of my boys to the United States, and
they both attended the Loomis School in indsor, Conn., and one of
them attended Dartmouth College.

Senator DOUGLAS. When they came back to Bermuda, how much
could they bring in duty free?

Mr. VEsEY. Mr. Chairman, as far as the duty-free arrangement is
concerned, at the present time there is no such arrangement.

Senator DOUGLAS. There is no exemption?
Mr. VESEY. There are no exemptions. But I say that, as chairman

of the trade development board, I have a considerable responsibility in
this development of tourism, and, in ,addition, I have other responsi-
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bilities in the colony. What I am going to say does not arise out of
the remarks which have been made here, but are completely sympa-
thetic with your point of view on this point. But 1 have felt for
some time that Bermudians should enjoy the sam" type of privilege
that U.S. citizens do when they return home, and I have so rep-
resented to the finance committee of the house of assembly.

And they have undertaken recently to consider the matter.
Now, when I return home, 1 intend to emphasize the desirability

for it. I believe in reciprocity, and this certainly highlights it. As
far as I am concerned, it is something that I fully agree with you on,
and will do my best to see that there is reciprocity.

Senator DOUGLAS. I want to thank you personally; I am beginning
to think possibly that tourism may have value.

Mr. ViEsY. May I carry onf
Senator DOUGLAS. Of course.
Mr. VESEY. Any development that adversely affects Bermuda's

economy will inevitably be reflected by decreased purchases from the
United States. And that is because we would have less dollars to
spend, sir, and for no other reasons.

(b) Bermuda imports more from the United States than from
any other country. Imports in 1960, in U.S. dollars, were:
From Canada ------------------------------------- $4, 091,605
From United Kingdom ------------------------------ 11,730,156
From United States -------------------------------- 2, 578, 261
From all others ----------------------------------- 12, 749,953

(c) The advantages to American tourists of shopping in Bermuda
contribute substantially to their reasons for visiting this island. This
American tourist trade earns dollars for the Unitea States that more
than offset merchandise expenditures by U.S. tourists in Bermuda.

Now, the following tabe, Mr. Chairman was prepared in order to
give an indication as to the benefits of the tourist business to the
United States. The table shows that Pan American Airways and
Eastern Airlines, for example, collected a total of approximately
$8.5 million for fares, not only of tourists, but of Bermudians travel-
ing to and from the United States as well, and that U.S. travel agents
earned approximately $1.4 million.

Senator DOUoLAS. With a 5 percent commission ?
Mr. VESEY. A 10 percent commission.
And then on the other side we have indicated total U.S. expenditures

on merchandise, $7,650,000.
(The table referred to is as follows:)

Dollars spent by U.S, tourists for merchandise in Bermuda (1960),
total --------------------------------------------- $, 650

Dollars returned or retained by U.S. companies serving Bermuda's
tourist trade (1960) :

Air fares to U.S. carriers (Pan Am and Eastern) from Bermuda
tourists ---------------------------------------- 8,500, 000

U.S. travel agent commissions for Bermuda hotel reservations_. 1,400, 000

Total -------------------------------------- 9, 900, 000
Approximate.

71484-61-7
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Mr. VE.aY. (d) There is an imbalance of sterling as well as dollars.
If Bermuda cannot earn dollars, it will have no alternative but to in-
crease its purchases from sterling areas. In this event, the balance
of trade now favorable to the United States might be jeopardized.

I may say that the general inclination of BermUidians is to purchase
things from the United States, for a number of reasons, including the
fact that you can always get spare parts for machinery quickly. The
plumbing in Bermuda houses, and other things that we use, generally
are the same as you use; in other words, we are so much a part of the
Western Hemisphere that our thinking is very similar to yours.

The United States will, of course, do itself as well as the entire free
worM a disservice if it fails to protect the integrity of the dollar and
thereby its own economic welfare. It is hoped that the Congress of
the United States will, in its wisdom, devise means to achieve this
necessary objective. But it is also hoped that this desirable end can be
attained without disproportionate and calamitous effects on a mili-
tarily important, traditionally friendly, contiguous area.

Senator DOUGLAS. Thank you for your very courteous and fair-
minded statement.

I think many of us would like to make exceptions for the Caribbean
countries and include Bermuda in this list. The difficulty is that when
you start making exceptions, you are continuously forced to extend the
area to which they apply.

Mr. VESEY. We make exceptions as far as U.S. citizens are concerned
who are stationed at the base; they have duty-free privileges.

Senator DouoL~s. For example, Haiti, Canada, Malaya, Ireland,
and Mexico have all diplomatically protested this bill as well as the
Netherlands, which protested not for itself, but for the butch Antilles.

Furthermore. a, resolution was adopted during the recent ECLA
meeting by Argentina, France, the Netherlands, Mexico, Panama, and
Peru urging ECLA members, in drafting legislation or regulations
applying to customs or other practices of similar nature, to take into
account the importance of encouraging the flow of tourists to other
countries of the region and to avoid measures which may jeopardizethis -flow.I would like to make exc option to the Caribbean countries and the

countries over the Atlantio coast of the United States. But if we do
that, Mexico will be up in arms; aund South America will be up'in
arms;.then the Philippines will be up in arms; andthen the Irish will
be up in arms.

I appreciate your coming very much, Mr. Vesey.
I had hoped we could finish this morning. Wut we have two more

wit.noses. I wonder if they would consider it unduly' severe if we
adjourned to 2:30 this afternoon."

Mr. Symonetto and Mri Qraig, is that satisfactory?. .
Mr. SyzoXm . Yes.

'.,'Senator D&oQLAs, It' is hard to get th6 wotd around quickly, but
*6 Would have been glad. to have hadrepreswntativbe frori the *ether-
1~ds. JAiti, Malaya, the Philippines, Canada, Mexico, Argeltina,

Anama, Fr&n*; ind Peru appear this afternoon to present their
views, because we do not want to shut anyone off. ,, ,' I

Senator BEwN1'r. Mr. Chairman, may I just make one observation,
or clear one thing with Mr. Vesey.
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Looking at the supplementary table I discovered that the number
of tourists interviewed in this period who bought more than $200
represent 1.5 percent of the total number interviewed and 9.4 of the
total merchandise involved. If this bill were amended to give a $200
limit instead of a $100 limit, would you consider that that would be
more desirable 1

Mr. VmEEY. Well, sir that would help out in the situation quite
definitely. It would affect us to the tune of nearly 10 percent. -But
that would certainly help out; yes.

Senator BmN.Er. And if we go down to the $100, you are affected
to the tune of 39.7 percent, roughly ?

Mr. VEspT. That is right, sir. That would be really a very severe
blow to the island's econom

Senator BENNE'r. Thanlyo .hairma:ii_%

Senator DouoIAs. Mav new m invRation to t1Te.etherlands,
to Haiti, Malaya, the ippines, Canada, the Argent France,
Mexico, Panama, and er, if they wish, to.attend this afte n and
see if we cannot pt e reciprocit

Mr. VFBJEY. airmanm in hank the very
privilege of appe - in before u tl mo Ing.

Senator Douo ~ o e very uch o ntlem, and we
glad to have ha you heor. t-

(Whereupon at 12:50 p.m, theh iij vas a o ed,
at 2:30 p'm.of e same day.)

Senator Do LAS (p iding) he c~it~ will come to om~e
We arme happy to have our witne thi a tir r . y

nette represent g the Bahamas Dev ftx~ rd aeco anied
Mr. 6 eorge Gill f the Fot'lAdeal- be Co re.

STATEMENT OF ODERT 31 -MONE#ZZ *E "R O
BAHAMAS DEVE MEN B(~~rCQY GO B W.
GILL, JR, FATP T ORT LAUDERDALN OF
COMMERCE

Mr. Symox'..With your pi~dssion,.Sa o, could Mr. Gillbe-
ing a Floridian, speak first

Senator DOUGLAS. Yes.go~rrx S~~ ., ~i, is Mr, Gin,; +
Mr. GIL Mr. Chairi'ain aid me 1nebersrof tliq Senat0 Finance iom-

mittee, my name is George W. Oil! Jr .president of'GiU H miot-
mediet presdt Fort. iauderdal' Chad, erofom-
rne, liad Vwitl the Fomida Stat Chmnber f of,,nec a d a: dri, ecpsr 9 n +tfnBank0f FT oitLUde al. I'ovh'd

am inebted to this committee r the Opp, et ar he
*e t ap fi 41 IsI nre-

resent important
economic viewpoints rather than my somewhat n * Ki i -

95



90 DUTY-FHRE ALLOWANCE OF RETURNING RESIDENTS

orator of a hotel ini the BIahimits, it territory which would be affected
adversely by any action on the part, of tfli Congress to enact legisla-
tion which would drastically curtail duty-free allowances now ad-
lowed to U.S. t"sidet.. "turning freil abroad.

1 11n wholly in sympathy with the administration's attempts to
curb the outflow of gold from the United States. However, I re-
spectfully submit that the reivsons behind I.R. (1611 and it"s pro-
visions to lower duty-free allowances from $500 to $100 for each re-
turning U.S. resident lhve virtually disappeared since the gold situ-
ation has already been stabilized.

I further submit for your consideration the thought that any dras-
tic lowering of the present duty-free allowance would have negligible
effect on the U.S. gold situation.

I am of the firm opinion that any severe curtailment of duty-free
allowances would in the long run work a considerable hardship on
the United States in that it would most certainly tend to create trade
imbalances with cash-customer countries friendly to this country and
eager to trado with its businessmen if allowed sufficient dollar ex-
chango to do so.

It is especially important, I believe, that we take special care to fos-
ter our trade and relations and cultural and economic interchange with
our neiflhbors ii Latin America, the Caribbean, the Bahamas, andBermu a.

I tun sure that at least some informed persons will agree with me
when I say that the so-called image of our United States is not today
presenting its be t face to countries south of the Rio Grando and in
several areas of the Caribbean.

Senator DouaLs. It is of interest to me to know, Mr. Gill, where it
is that our imaze is tarnished.

Mr. Gt. Well, we are being criticized quite a bit in the Caribbean
rlit now.

senator DovwTAs. On what grounds?
Mr. GILL. Well, through all Latin America.
Senator DouoAs. Yes, but on what grounds f
Mr. GILL. That we are not furnishing them enough aid and eco-

nomic help as much as we have furnishedE urope.
Senator DTouotAs. I see.
Our image is tanished because we are not doing enough for them, is

that correct ?
Mr. Gn .Yes, I believe it is.
Senator DouaMs. And you think we should do more for them?
Mr. Guni. I think wei should, yes, sir.
Senator DouAus. I see.
Mr. Gnu . Over the years it has been the practice of our country to

act as a sort of world relief organization, passing out billions on
billions of dollars in one form or another of foreign aid for backward
and undeveloped countries. I should like to mak e it clear, however,
that. I do not disagree with the idea of giving foreign aid, within our
ability to deserving countries.
Bat It seems to me that tourist travel expenditures by U.S. residents

traveling abroad are much more acceptable on many counts than
outright-handoit ,,.
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There is at easIt some value in the cultural interchange brought
about by American citizens traveling abroad, but coupled with it is he
fact that countries outside the United States must have the means by
which to acquire dollars before they can trade for our products and
services. Today the cheap labor markets of the Far Piast, Western
Eulrope--and perhaps even the Iron Curtain countries--are eager to
gobble tit an ever-increasing share of the trade offered at our own
doorstep in Latin America and the offshore island territories.

As an example of what U.S. tourist expenditures mean by way of
providing dollar exclange--and therefore a stimulation of trade with
the United States--I would like to cite some U.S. Department of
Commerce figures for three of our smallest island neighbors. USD0
figures for 19060 show three small island territories-B ahamas, Trini-
dad, and Bermuda--spend in that year alone a total of $114,030 841 for
the direct purchase of U.S. products. It is well known that dhe bulk
of the dollar exchange avai able to those particular countries during
1960 was derived from tourism.

Senator DouoLAs. Is that true of Trinidad I What about oil from
TrinidadI

Mr. GILL. I do not have that breakdown.
Senator DouaLAs. In the old days there used to be a lot of asphalt

from Trinidad. Has that ceased?
Mr. GILL. I think most of the asphalt comes from Venezuela, now.
Senator DOUGLAS. Go ahead.
Mr. GILL. If we could maintain with the rest of the countries of the

world the same dollar balance which we enjoy with our adjacent
islands, we would not have to worry about the drain on the U.S. dollar.

I can speak for the entire State of Florida when I say that today
more than one-third of the State's total economy is derived from
tourism. An additional very substantial amount of Florida's econ,
omy comes from its export trade with Latin America, the Caribbean,
and the Bahamas.

The present unrest in the Caribbean, however, has caused a severe
drop in trade and tourist revenues from that area. To be sure Flor-
ida business houses have suffered the ill effects of the general U.S.
recession, but the economic drop in Florida has been greatly em-
phasized by a general dropoff in trade and tourism with the coun-
tries east and south of us.

Our losses from Cuba's demise as a supplier of hard-money visitors,
and as a trade territory, have been more than substantial.

In conclusion I would like to state that the businessmen of Florida
are most enthusiastic regarding President Kennedy's plan to bring
more foreign visitors to the United States. Florida welcomes this
opportunity and the Sunshine State will lend its full support to this
valuable program.

However, it does seem to me that it would be somewhat inconsistent
on our part if at the same time we enact legislation which would
affect the economies of the countries which wb hope will supply the'
United States with visitors.

Gentlemen, if it is necessary to reduce the duty-free allowance,
I urge you to consider a less drastic reduction than tthe one proposed.
by the legislation under consideration.

Senator DoUoLAs. Senator Bennett I
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Senator BEN NzIr. No questions.
Senator DouGLAs. No questions. Mr. SymonetteI
Mr. SYMOtNt:'rr'E. Senator Doughs and members of the Senate Fi-

nanco Committee. I am indeed grateful to this committee for allowing
me to come before you today to present problems confronting the
colony of the l3ahamas in Connection with I.R. 6611.. I am Robert 1. Symonette, a member of the Bahamas Development
Board, my colony's government department which deals with tour-
im, and I am al so a nieiuber of the elected House of Assembly in
which I servo as the Deputy Speaker.

And I am now and have been for t lie past several years a member
of both its tariff committee and its finance committee.
. I am very respectful of the opportunity of a)pearing before your
august body. I think, sir, that I might say as an aside, that from
the standpoint of a person who has to sit on finance and tariff menas-
ures, r and my group-all of our development board members,
qll of the elected members of our house-we have tried to view this
through the eyes of the members who sit around this table today
insofar as we can.

Before proceeding with the prepared statement, I would like to
clear the record of two things that I heard in the earlier testimony
yesterday and today.

One is, sir, in respect to the constitutional status of the Bahamas.
ne are not a crown colony. A crown colony is a colony that no

Longer has any full measure of control over its own economic affairs.
We are one of the colonies-there are only two left, Bermuda and
ourselves-who enjoy the early Stuart constitution, which is the same
constitution enjoyed'by the Thirteen American Colonies.

British territories, when settled, took with them essentially the
iorm of government in the United Kingdom at the date of settlement,
and we happened to be one of those earlier territories.

Senator Douoais. Who fixes your tariff?
Mr. SYmorm. We do.
Senator DOUGLAS. And you fix all your customs regulations?
Mr. SYoroN;rrm. We do; yes, sir.
I made that point because we will have an interesting discussion

about it later, I am sure.
Now, the Bahama Islands, with a population of just over 105,000,

cover almost 100,000 square miles of the Atiantic, beginning only
50 miles off the east coast of Florida, and running over 700 miles
southeastward to virtually within the sight of the Island of His-
paniola, on which are located the Dominican Republic and the Re-
public of Haiti. The Continental Shelf of practically all of our
archipelago parallels the northern coast of Cuba.

The Bahamas were discovered by Columbus in 1492 but remained
unsettled until a group of Englishmen seeking religious freedom
established in the Bahianas, in 1649, the first republic in the New
World.

In deference to Mr. Vesey, who spoke earlier, it has always been
our observation that Bermudians of good intention have been coming
to the Bahamas ever since.

Our ties to North America dote l ack to the earliest American co-
lonial days, and there are a great many ties. One of our islands was
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named for Edwin Andros, Governor of the Massachusetts Bay Colony.

Our principal street, Shirley Street, was named for Lord Shirley.
Lord Dunmore of Virginia was also one of our Governors in the
Bahamas.

The colony has had a rather indifferent history and has, from time
to time, been the seat of pirates, repelled attacks by the Spanish-
and in this connection I might say that our sympathy with the United
States in the present. Cuban situation is probably more deep-seated
than most Americans realize. 'We had the unfortunate experience
of having one of our Governors captured in the early days and taken
to Havana and roasted on spits.

We indulged in wrecking, blockade-running, and bootlegging.
Senator DOUGLAS. When you say you indulged in wrecking, does

that mean that you actually wrecked ships, or just took the cargo of
wrecked ships?

I am sure you personally have not wrecked ships.
Mr. SYMrONprrJ, I assure you I was not speaking from personal

experience. What I have been led to believe by people who have told
me the details is that our more forward looking citizens journeyed
to New York and made deals with certain captains of ships as to
the time and spot upon which their ships would happen upon un-
fortunate circumstances, and certain of our inhabitants would be on
hand to assure that the benefits were not completely lost to society.

Senator DOUGLAS. A very frank statement.
Mar. SYMONErr. Now, as I said we are a self-governing British

colony. We make our own laws. W0 collect our own taxes, and we
.tak, no aid, either now or in the past, from England or the United
States.

Senator DOUOLAs. Let me ask you this.
Are your people subject to British income taxation?
Mr. YMoNnmrE. No, sir.
Senator DOUGLAS. Are they subject to American income taxation I
Mr. SYMONETTE. If they are American citizens who are living in

the Bahamas, they are subject to American income tax.
Our own residents are not, unless they have money in the United

States, in which case they would be.
Senator DOUGLAS. Do English citizens in Nassau pay taxes to Great

Britain?
Mr. SYMo T E. On that portion of his income that is derived in the

Bahamas, he would not have to pay income tax to the United King-
-dom.

Senator DOUGLAS. Suppose he had a private company in the Ba-
hamas which received interest and profits from other countries.

Mr. SYMoNxTIE. The interest and profits would be presumably
taxed at the source-

Senator DouaLAs. To the degree that they were not taxed at the
source-

Mr. SYxoNErE. To the degree that they were not taxed at the
source, there would be no tax in the Bahamas.

We do not have the benefit of, I believe, the 16th amendment.
Senator DOUGLAS. This is a tax haven so far as the British Empire

s concerned.
Mr. S1momvrE. No, sir
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From our own point of view our laws are not dictated by the tax
regulations of other countries. The so-called Companies Act to which
I believe the Senator may be referring was, in our case, passed in1886.

Senator DOUGLAS. I understand, this is a very ancient establishment.
It has the same status that the Channel Islands have, is that not true?

Mr. SYMONErJF. The Isle of Sark and the other Channel Islands
enjoy the same exemption from United Kingdom taxes as the Bahamas
do.

Senator DounGiAs. And this makes them quite popular as residence
resorts for Englishmen, does it not ?

Mr. SYMONrTTE. It does. I might say in that connection that you
will find that any country may very well prove to be a tax haven under
the laws of some other countries; indeed, the United States itself is a
tax haven for other countries.

Senator DOUGLAS. I have never heard hint. Lichtenstein is in the
same situation in Europe. There are a number of these tax-haven
small countries scattered all over the world, and they create great
problems

Mr. SYuorNrrr. Unfortunately, we represent ourselves as a small
island, and international finances are beyond us.

For the last 2y/ centuries the colony has been a politically stable
British colony. Political stability, however, is built on economic
stability. Until the last few years the Bahamas have not had any sort
of stable economy. Sitting on the very doorstep of a bountiful, pros-
poring America, Bahamians down through the years have made
their living from the sea and from subsistence farming.

False and fleeting economies forced on the Bahtmal because of
dire economic need, have brought waves of prosperity built of illicit
and flimsy endeavors such as bootlegging during the 1920's aid block-
ade running in the 1860's.

Senator DOUGLAS. You admit to bootlegging, we have it on the
record.

Mr. SYmoNFm-i,. I was going to say, in light of the views the hon-
orable Senator displayed about, Curacao this morning the Bahamas
have from time to time, in the 1920's, taken the liberty oi assuaging the
thirst of our southern friends. And since that time we have taken
the liberty of trying to bring Americans to thirst-quenching
commodities.

Senator DoUGLAS. I have always believed that the bootleggers were
no worse than the people who drank the stuff. So I was not trying
to single out the Bahamas for unique obloquy. But this is interest-
in , and is history.

Mr. SyxoNIqr . It would be hard to deny that all the ships that
cleared the bar for Halifax and never reached there could be said to be
anywhere else, honestly.

Since the early 1930's tourism has been the only base for the Ba-
hamas economy with the exception of the years of World War II
when a U.S. Perry Command installation and a Royal Air Force
Training Center created payrolls. I cannot overemphasive that un-
like contiguous nations, the only base for our economy is tourism.
I would suggest that as we are so close to the United States that one
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can water ski to Nassau--and, in fact, people have already done so--
we are, in fact, virtually contiguous.

As the closest offshore neighbor of the United States, the Bahamas
form an integral part of the U.S. first line of defense. At
present, four U.S. guided-missile stations, numerous sub installations,
and down-range tracking stations are located in the island group. It
has already been announced negotiations are being finalized to provide
a large U.S. Navy testing range in Bahamas waters for submarine-
fired missiles.

I might say, sir, that this is in my constituency, so I can speak with
some authority on this.

We also have a tendency to say that Columbus was our first tourist
from other lands, and just recently Commander Shepard was our first
astronautical tourist.

Senator DoUGLAS. And San Salvador, then, is part of the BahamasI
Mr. SYMoNrr. Yes, sir.
Senator DoUGLAS. How many people are on the Island of San Sal-

vador now?
Mr. SyMomNTmn. About 900, with the exception of the American

base there.
The point that I am trying to make, sir, is that our stability is of

interest to the United States in general and to this committee in
particular.

At the conclusion of World War II, the Bahamas were faced with
an almost insurmountable problem. With a rapidly expanding popu-
lation-and this field, sir, was the only place we had no crop failure-
no industries, no mineral wealth, nothing but agriculture in its crudest
form, and a winter tourist season lasting only 60 to 90 days.

In 1950, acting on U.S. efforts to increase tourism abroad, and to
increase overseas purchases by American tourists, the Bahamas
launched a full-scale promotion to develop a year-round tourist pro-
gram. Today we have established a stable economy, on a 12-month
season. Last year over one-quarter million visitors came to the Ba-
hamas--0 percent of them residents of the United States. After
mor than 300 years of Bahamian history, we have at last established
a working economy which insures political stability, and which, sir, is
believed to be legitimate, not like some of the endeavors I mentioned
earlier.

Along with Canada and Bermuda, the Bahamas enjoy the distinc-
tion of 'being one of three foreign points in which preflight inspection
has been authorized. Public health-and this is U.S. Public Health-"
agricultural, immigration, and customs inspectors clear visitors and
returning tourists in the Bahamas point of embarkation. This ex-
ceptional arrangement testifies both to the ties between us and the
States and to the importance of the tourist flow between the two
countries.

In the 8-year period 1952-60 Americans have spent & total of $291
million in the Bahamas. Of this amount, the Bahamas Ihs returned
to the United States $203.5 million of which $190 million were for
U.S. exports.

These exports have been financed without any assistance whatever
in the form of U.S. Government money. In 1960 alone the Bahamas
spent $40 million in the United States. Slignifie.antly, too, last year 22
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percent of our colony's population visited the United States. This
would have been impossible had not the Blahama. earned the neces-
sary dollars by means of its tourist industry.

Senator DopolAs. Did they come here as visitors, or did they come
as agricultural laborers?

Mr. SyMoNriXmL. In this case those were the visitors; the agricul-
tural laborers were in addition.

I might say in addition to this, as Mr. Vesey mentioned, almost all
of our people come to school in this country.

I, myself, was born in Senator Smathers' city and went to school
in Massachusetts. I regret that Senator Butler is not with us, but
some of our boys went to school with sons of his predecessor in Vir-
ginia, and one of our leading architects is a Georgia Tech graduate.

So that we have quite a number of ties with the various States of
the United States.

The honorable Senator from Minnesota, who I see is unavoidably
absent, went to school with the senior member of our Cabinet, sir.

As a representative of a friendly government immediately to the
south of you I see the objective of i.n. 6611 as reducing the outflow
of gold and dollars from the United States. I am delighted to learn
that recently this situation has considerably improved, In view of
this substantial improvement, the bill may no longer be necessary.
Even if it were, however, it is my personal feeling that the total effect
of this proposed legislation would not have gone far toward meeting
the now past emergency. This is particularly true when one takes into
consideration all of the possible offsetting effects--in particular, the
reduction of exports from the United States, the reduced ability of
Bahamians to come to the United States as tourists and to purchase
intangibles such as medical and technical services, education, and so-forth.

Senator BENxxrr. You have skipped a paragraph.
Mr. SYmoNErwE. I thank the honorable Senator for reminding me.
Senator BmNixrrr. May I read itt
For the sake of clarification, I might ad4 that under existing Bahamas law

each Bahamian resident returning from a v~ilt outside the colony may import
free of Bahamas customs duties up to $200 of foreign products. Most of this.
duty-free shopping by Bahamians is done in thoi United States.

Senator DOUoLAs. I want to congratulate you on that.
Mr. Sy-owmrn. I am grateful to the Senator from Utah for inject-

ing it. I was going to depart from the text and insert it in the next
PFnight say in view of the interest that the Senator from Illinois

has taken earlier today in the individual efforts of persons appearing
before this committee to persuade their governments to enact some
degree of reciprocity, I can say, sir, that I was a member of the tariff
committee that reported that bill in our House and subsequently had
it successfully enacted.

Senator ouoGLAS. I hope you will write letters to the London Times.
Mr. SizioNmrrE. In deference to the'very well informed Senator, I

am sure that my letters to the London Times would fall on deaf ear.r
If you, sir, have no more success in persuading the people of the

United Kingdom than we do, it would be a sorry day for us both.
I might add again, I am completely sympathetic to the point of

view that is exp;e;e by the President, because we, in our lifetimes,



DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS

have experienced devaluation of our currency on three separate oc-
casiois.

So you could not have a more sympathetic witness before you.
And the measures that must be taken are appreciated. Our only

suggestion is that perhaps other avenues might be explored.
It was at this point that I was going to mention our exemption, and

to point out that in fairness to Mr. Kerr, the President of the American
Society of Travel Agents, their advice does not always fall on deaf
ears, and our own action was taken largely as a result of their sug-
gestions. We work in the closest possible harmony with that group.
When one bears in mind that our entire Government economy is based
on import duties, you realize what a serious step a $200 allowance is.
These other countries, particularly the European countries to which
the Senator referred, are in a completely different position; they have
other forms of taxation.

But since our group is so spread out., the cost of collecting any other
tax would be almost insurmountable. In this way everything comes
to one dock, and before a person moves off the dock, he pays the import
duty and we are in business.

For over 15 years we have been developing our country in economic
partnership with the United States under your existing law. If this
is now changed substantially and the economy is damaged, there also
will be unavoidable damage to goodwill so painstakingly built.

Senator DOUGLAS. Let me say that I am not an imperialist or an
anti-imperialist. I do not wish to annex any of the Caribbean to the
United States. But there is always a remedy open. A country can
voluntarily attach itself to the United States and become a part of the
United States with substantially the same status as Puerto Rico.

So there is always the posshility of political relationship corre-
snding to the economic realiuas. Now, I am not trying to stir up the
British Lion; I am not trying to offend your sense of Empire loyalty;

I would not think of bringing the slightest pressure, economic, mili-
tary, psychological, or what have you, upon you.

lut if by your own free will you would wish to cut the ties from
Great Britain and enter the alliance, I, for one, would be willing to
receive you.

I extend the same invitation to Bermuda, Jamaica, and Trinidad.
Mr. SYMONE.rE. Thank you, sir.
I might say, in respect to the Bahamas, as a member of a parliamen-

tary delegation to London in 1957, I have already intimated that my
feelings are somewhat like those suggested by the Senator.

Senator BPN~rvr. Beware of the Trojan horse bearing taxe.
Mr. Symoimnr. That, as the Senator from Utah points out, is a

great consideration. .We are observing with interest the mixed feel-
ings with which some of the citizens of the Commonwealth of Puerto
Rico are viewing their present position, and, of course, the recent
report on Micronesia has not escaped our attention.

Senator DOUGLAS. May I say on Puerto Rico, that while it is true
the Puerto Rican Nationalists took some potshots at Members of the
House of Representatives and tried to kill the President, their party's
vote in the last election amounted tu only approximately 4 percent.
The Popular Democratic Party, which stands for the present ar-
rangement of Commonwealth status, got 58 percent, the more Con.
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-servative Party which favors outright annexation got approximately
12 percent, and the Catholic Party, which was certainly not an in-
dependent party, received, I think, 8 percent.

So as of this moment the Puerto lRican Nationalists are a very small
fraction of the Puerto Rican people. And the Puerto Rican people
either want the present arrangement or even more than the present
arrangement.

Therefore, we open our eyes wide to the sister States of the Carib-
bean and say:

"Come to us, those who are laboring and heavily laden, and we will
give you protection."

Mr. SYMoNE-m. The suggestion made by the Senator is something
that some of us have under consideration. I do not think that I am
in a position today to say that we have a mandate from our electorate
one way or the other. You appreciate that, sir.

The unavoidable damage to goodwill, I might say, is not by way of
suggestion that the American image in our territory is at all tarnished,
but the fact is that a great many Americans have come to the Bahamas
to invest in hotels and efforts to help build our economy, with the
thought that by helping us earn dollars with which to buy American
imports they were, in fact doing a good thing.
_One of the reactions, it I might say as an aside, in connection with

this particular bill is that there is a great deal of confusion on the
outside from the apparent change in direction from your Nation's
Capital, and what was my nation s capital for many years.

r submit, sir, that the Bahamas in purchasing $190 million of U.S.
exports over an 8-year period and in having 22 percent of its popula-
tion visit the United States has set an enviable record of returning
dollars to the U.S. economy.

We can quite see the position of not continuing to allow $500 to be
brought back by every U.S. citizen who stays abroad 12 days or more.
In our particular case, we feel that some reduction of this maximum
would not severely damage our economy. We do feel that the reduc-
tion of the $200 allowance would prove catastrophic.

And I might say, sir, that I am informed that the 9.4 percent that
Bermuda represented in respect to this is not widespread. I think
there are other comtries who would be much more widely affected and
by a greater margin than 9.4 percent.

However, I will not indulge in -n exercise of arithmetic on that
subject. I saw the advantages of steering clear of arithmetic in this
particular room.

In summing up, I again make these points: First, we already are
"Buying American" to the limit of our ability.

Second, we are essentially an integral part of the U.S. economy and
if our financial stability is upset, it ,must reatt unfavorably on some
portion of the United States.

Third, we have built our economy on what we believed to be a con-
stant US. position.

Fouri.i, without the ability to earn'our own way, we would need to
seek ai, to meet the imbalance. '

At this point, sir, I don't know here that aid would come from.-* Again, we find ourselves in sypthy with you because the excess
of dollars that we earn over those that we spent, we sell to the United
Kingdom dollar pool to help them out of their problems. So that on
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a small basis-and I do mean small-yesterday I got from the hon-
orable Senator from Oklahoma quite a lesson. In questioning, I
believe it was the Assistant Secretary of the Treasury, he was round-
ing off things to the nearest half billion. Well, sir, in our particular
case, out total annual budget is $28 million, so that we were rather
open mouthed at those figures in the back of the room.

And I trust that since obviously the financial importance to us is
quite different, that you will hear me sympathetically as a person
who also seeks elective office from time to time. We are constantly
at war with our civil service, because they seem to believe that Gov-
ermnent functions in watertight compartments, and not even an idea
can trickle through from one to the other.

So I am quite sympathetic, sir. We have kept our balance by
watching the pennies and by voluntary public service on the part of
citizens like myself. And we have to be very careful to see whether
our servants are spending their money or not spending their money.

Senator DOUGLAS. You like to see legislators somewhat rough on
civil service; is that correct?

Mr. SYxoNEzr=. A source of great delight. I almost felt as though
you were one of us.

Fifth, sir-and this is not really the least by way of a threat or
anything, but it certainly would be naive on our part not to reco
that to interrupt our political stability, founded on financial sta ility
derived from tourism and an economic partnership with the United
States, could lead to rather severe repercussions. We are quite con-
scious of what can happen if we don't feed our people, house them,
and improve their standards of education, and so forth.

So that we feel that we have a rather definite interest here.
Now, sir, you or one of the members referred yesterday to cheap

labor. That we don't have. In other words, you are not in compe-
tition, in our particular case, with an area that has a great mass of
cheap labor.

The honorable Senator from Georgia introduced a clipping-and I
believe it was at your instigation that the unanimous consent was
sought, to read that article into the record-in respect to liquor being
purchased and delivered to a person's home here.

We are completely in sympathy with that practice being stopped.
The present effect of that practice is that no government derives any
benefit from that particular form of sale or maneuver.

The liquor goes to some duty-free port; it is delivered to the United
States; it avoids the duty in the country in which it is distilled, in
the intermediate country, and the country in which it is delivered.

So, again, we find ourselves in sympathy.
One of the questions that you raised repeatedly, sir, is the amount

of currency citizens are allowed to take abroad. In our particular
case there is virtually no restriction; there is nobody you have to
apply to, you simply go abroad.

You have made a considerable effort to point out the need for
mutuality, if I may use your own words. We allow American citizens
to come into our colony without passports, something we do not
afford to citizens of the United Kingdom. If we are speaking about
mutuality, one of these days we would like you people to get around
to reciprocity on that point, sir.
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Senator DoUGLAS. When you get+ Great Britain to change its prac-
tice we will get firound to changing ours.

Mr. SYitoN,'rrE. If I had any influence they would be changed.
Senator Carlson suggested a possible compromise on a limit of

$200 for an increased stay of 7 to 10 days.
From our point of view, that would not, help because a great num-

ber of our visitors come by overnight boat from Miami, stay the week-
end, and then go back. So that, from our point of view, would be
as'damaging as is the present proposal.

The other point, sir-I don't know how familiar the Senator is
with the type of traveler who now goes abroad-but a great many
of them are schoolteachers and persons of relatively low income.
And in their case, they are making a once-in-a-lifetime trip. So that
the $500 or $200 or whatever allowance is set means a great deal
more to them on their one trip than it does to the wealthier indi-
vidual who can afford to go several times.

Senator DoUGLAS. The people who go to Nassau are the low-income
groups?

Mr. SYMtONrE. Yes, sir. And it is becoming increasingly true
of the Caribbean area.

So that the $25 million that one of our previous witnesses men-
tioned as being met by increased taxation, I submit, would largely
fall on low-income people.

And I believe this point of view has been represented by Senator
Curtis, who, I believe comes from an inland State, Nebraska. And
so I think you will find, sir, that the thing is not completely a one-way
street.

I thank the honorable Senator.
Senator DouGrAs. You have been a very courteous and effective wit-

hess.
Senator BENNErTT. No questions.
Mr. SYMoNErT. May I enter the figures that I mentioned in the

record?
Senator DoUGLAS. Yes.
(The figures referred to and an additional statement follow:)

Bahamas do far summary, 195-60

Dollar Total dol. Dollars
Total U.8. receipts, lars spent contributed,

visitors United In United United King-
States States doing pool

IO19 -------------------------------------- 77,940 $17, 493,000 $13, 912,000 $2, 968000
1O8 ............................................ 73k8 240 20 .191,000 1& 174, 000 4,018,000
1954............................................ 21.62.8 14,627,8 6,215,000
15----------------------------------.......... 121,839 23,79000 17,1M3,000 g,189,000l9M ............................................ 141,800 29,,,0 71300

1958---------------------------12,8 0 290000 20,098,000 10,130,0001937 ............................................ 179, 048 39, 000 24,237,000 1, 490,000
1988---------------------------162013 33,120,258 23.47,0 .1,01988 ............................................ 159, 1 310 2 ,,49 000 7, 014, 000

196....................................... 216,412 j~ 40,0,0 00000 21j .1579 000
190........................................... 29803 193,000 9,717,000 17,941,000

Total.............................. 1,350, T37 290,868, 108 203,465.86 86. K20, 000

RECAPITULATION: 1952-0
Total U.S. visitors ........................................................................ 1,350,737
Total 'Jollar receipts United States ....................--................................. $= , 108
TotI4 dollars spent, 'United States ....................................... :. .$203, 455, 85

Sours: Bahamas Exchange Control and Bahamas Immigtatlon Department.
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Bahamas dollar summary 1952-60

Total dollars Total dollars Total dollar Dollars spent Dollars contrib-Total U.S. Dollar receipts, spent in Total Cana- Dollar receipts, pent in receipts, in United uted United
visitors United States United States dian visitors Canada Canada United States States and Kingdom pool

and Canada Canada

1952 --------------- ---- - - 77,940 $17,493,000 $13,912,000 3,812 $2,028,000 $2,641,000 $19, 521,000 $16, 553,000 $2, 968, 0001953 -------.- ........---------- 83,246 20,191,000 15,174,000 4,072 1,598,000 2,59, 000 21,789,000 17,773,000 4,016,0001954 --------------------------- 100,838 21,528,850 14,627,850 4,932 2,015,353 2,700,265 23,544,203 17,328,115 6,215,0001955 -------------------------- 121,839 23,795,000 17,163,000 5,829 2,557,000 2,513,000 26,352,000 19,676,000 9,189,0001956 ---------- ---------------- 142,600 29,088,000 20,096,000 7,750 4,046.000 2,910,000 33,134,000 23,006,000 10.130,0001957 ------------.......------. 179,048 39,95G, 000 24,237,000 6,731 2,995,000 3,224,000 42,951,000 27,461,000 15,490,0001*58 ----- .---------------- - 159,013 33,120,258 25,479,000 9,605 2,217,000 3,015,000 35,337,258 28,494,000 7,014,0001959 -------------------------- 216,412 46,503,000 33,050,000 16,365 3,201,000 4,017,000 49,704,000 37,067,001) 13,157,0001960 -------------------------- 269,808 59,193,000 39,717,000 20,167 3, 255, 000 3,790,000 62,448,000 43, 507, O 17,941,000
Toa ---------- 1,350,737 290,868,108 203,455,850 79,263 23,912,353 27,409,265 314,780,461 230,865,115 86,120,000

Total United States visitors ---------- 1,350,737
Total dollar receipts United States ------ $290,868,108
Total dollars spent, United States ------- $203,455,850

RECAP: 1952-60
Total Canadian visitors ------------------- 79,263
Total dollar receipts, Canada ------------ $23,912,353
Total dollars spent, Canada -------------- $27,409,265

Sources: Bahamas Exchange Control and Bahamas Immigration Department.

Total dollar receipts, United States and
Canada --------------------------------- $314,780,461

Dollars spent in United States and Canada- $230, 865.115
Dollars contributed United Kingdom pool- $86,120, 000
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TiE DEVELOPMENT BOARD,
A DEPARTMENT OF THE BAHAMAS GOVERNMENT,

Nassau, Bahamaas, June 2., 1961.

STATEMENT BY THE HONORABLE STAFFORD L. SANDS, C.B.E., M.H.A., CHAIRMAN,
BAHAMAS DEVELOPMENT BOARD

As long standing neighbors and hosts to U.S. citizens, the islands of the
Bahamas, concerned about the proposed tariff reduction bill, present this Justi-
fication for their stand against H.R. 6611. We feel this legislation cannot
achieve the desired effect of improving the U.S. balance-of-payments position
and might have an adverse impact both to the United States and the Bahamas.

Categorically, we are opposed to the bill because of the economic hardship on
us and Its effect on our trade situation with the United States. If the Congress
of the United States feels it must reduce the duty-free allowance, we strongly
urge that a maximum reduction of 50 percent be applied only to the $500 allowed
on stays of 12 days or more. We feel that the $200 allowance applicable to
stays of 48 hours or more must be retained.

The following brief points summarize our position:
(1) Although the colony of the Bahamas is a territory of Great Britain, it is

in economic partnership with the United States.
(2) Since 1952 the Bahamians have spent more than $200 million in the

United States purchasing the variety of supplies and equipment to support an
economy based on tourism. (In the Bahamas we import even our ice cream
from Florida.)

(8) Historically and geographically the Bahamas are closely linked wlhh the
culture of the United States. Large numbers of Bahamians send their children
to U.S. schools and universities.

(4) In 1960 alone Bahamians spent almost $40 million in the United States.
Twenty-two percent of the islands" population visit the United States yearly.

(5) As the closest offshore neighbor of the United States, the Bahamas form
an integral part of the U.S. first-line of defense. At present, four U.S. guided
missile stations, numerous subinstallations, and down-range tracking stations
are located 'in the island group.

(6) It already has been announced that negotiations are being finalized to
provide a large U.S. Navy testing range in Bahamas waters for submarine-fired
missiles.

(7) The proposed legislation will seriously hamper the "Visit USA" program.
(8) An out-of-the-country visit is a once-in-a-lifetime experience for many

Americans. Reduction to $100 would hurt the average American traveler.

MARCH 13, 1961.
Re reduction of duty-free allowances of Americans returning from abroad.
Hon. DANTE FASCELL,
House of Representativea, Washington, D.O.

MY DEAR CONGRESSMAN FASCELL: We are writing you with reference to the
proposed reduction of the duty-free allowance for Americans returning from
abroad.

To us it would seem best to exempt from the reduction the entire Western
Hemisphere. We are making such an effort to be on friendly terms with Canada,
the islands such as Bahamas, Bermuda, the West Indies, and Central and South
America. Such a drastic move would have serious repercussions upon our friend-
ly relations with our near neighbors.

It would seriously hurt the economy of the Bahamas, Bermuda, Antigua, and
other islands in the West Indies that are geared to be so dependent upon Ameri-
can tourists.

The present duty-free allowance Isn't at all a one-way deal-all money leaving
the United States and none coming in. We export a considerable amount of
goods to these nearby islands. The reduction in duty-free allowance of pur-
chases would seriously curtail American exports to the Bahamas, Bermuda,
Antigua, Jamaica, Trinidad, and Tobago and also the U.S. Virgin Islands (where
the allowance is also in effect), as well as to Canada, Central and South America.

I have taken some export figures from the U.S. Department of Commerce
Census Report FT420 for 1959.

ii/
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U.S. exports to the Bahamas (mostly from Florida):
Animal products:

Edible, meat and meat products --------------------- $2, 720, 905
Inedible ---------------------------------------------- 494, 782

Vegetable products:
Edible ----------------------------------------- 3,240,782
Inedible ----------------------------------------- 874,810

Textiles ------------------------------------------ 2,672,862
Wood and paper ------------------------------------ 4,706 525
Nonmetallic minerals --------------------------------- 1, 838, 731
Metals including manufactured ------------------------- 3,701,8 75
Machinery and vehicles ------------------------------ 8,681,818
Chemicals ----------------------------------------- 1,716,126
Miscellaneous -------------------------------------- 8, 545, 865

Bahamas, population 149,251:
Total exports from United States to Bahamas in 1959 -------- 8 9,284,476
Average per Bahamian, U.S. exports to Bahamas 261.89

Bermuda, population 44,180:
Total exports from United States to Bermuda in 199........ 20, 009, 218
Average per Bermudan, U.S. exports to Bermuda .....-.... 656.61

Virgin Island (United States), population 31,904:
Total exports from United States to Virgin Island (United

States) in 1959 -------------------- 25, 07,389
Average per person, U.8. exports to Virgins ------------------- 784.46

Source: West Indies and Caribbean Year Book, 1901, Thomus Skinner & Co., Ltd.,
London, England.

The Virgins will also be affected if a change in duty-free allowance is Made.
Trinidad and Tobago: Total exports from United States to Trini-

dad and Tobago in 1959 ----------------------- -------- $80, 242,362
Jamaica: Total exports from United States to Jamaica in 1959 ....- 85,442,627

We urge you to seriously consider the harm to American friendship with, and
the harm to American exports to Western Hemisphere countries that will follow
the proposed reduction of the duty-free allowance for Americans returning from
abroad.

There is the Bahamas, 149,251 population buying $39,284,054 of American
products in 1959, an average yearly purchase of $261.89 per person.

There is Bermuda's 44,180 population buying $29,009,218 of American prod-
ucts in 1959, an average yearly purchase of $656.61 per person.

There Is the Virgin Islands (United States) 81,904 population buying $25,-
027,389 of American products in 1959, an average yearly purchase of $784.46 per
person.

If we could export to other countries the same doflar value per person that
we export to the Bahamas, the Virgin IslandS (United States) and Bermuda we
wouldn't have to worry about the drain on the gold dollar.

We are confident that it iS in the United States best interests that the Western
Hemisphere should be exempted from the proposed reduction.

We urge you to present our view to the chairman and members of the Ways
and Means Committee who, we understand, are considering this matter.

Sincerely,
LiwDSLcy LUMER CoQ,
Wut' S. LxmDSLw.

Mr. SYMozm'r. Thank you very much
Senator Douowa. The next witness, Mr. Nicholas Craig, represent-

ing the Caribbean Tourist Association.

STATEMENT OP NICHOLAS CRAIG, THE CARIBBEAN TOURIST
ASSOCIATION

'Mr. CRAmi. My name is Nicholas Craig. I am 5. years od,, . was
born in the Netherlands., My father was an AmericA. citizex of
Einglsh birth. -My mother was Dutch. I am an American citizen.

71484-61-8
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For 32 years I have been engaged in the tourist travel and transpor-
tation business. I owned and operated a travel afency in Chicago,
where I went to school. I was employed by the Anierican Express
Co.-

Senator DOUGLAS. I congratulate you, sir.
Mr. CRAIG (continuing). First as district manager in Milwaukee,

later as general manager for South America with headquarters in
Buenos Aires, Argentina.
For 11 yea s I was with Pan American World Airways, in various

alignments from district, manager in charge of the Pacific coast
arelt With headquarters in San Francisco to general sales manager for
its affiliated company, Pan American Grace Airways, also known as
Panagra.

For 8 years, I was president of Icmlandic Airlines Inc., New York
corporation, operating a scheduled air transport service between No~w
York and points in northern Europe under a permit to an Icelandic
company.

Since last January I have been, and am now, general manager of
the Caribbean Tourist Association. I represent in the United States
the ministries of development and economics and the tourist boards of
the following 28 island governments in the Caribbean area: Anguilla,
Antigua, Aruba, Barbados, Bonaire, British Guiana British Virgin
Islan-d., Curacao, Dominica, Grenada, Guadeloupe, Haiti, Jamaica,
Martinique Nevis Puerto Rico, Saba, St. Croix, St. Eustat ius, St.
John, St. kitts, §t. Lucia, St. Marten St. Thomas, St. Vincent
Surinam, Tobago, and Trinidad, as well as of the Governments o
Colombia and Venezuela. For the purl)ose of this presentation I wish
to exclude the Government of the Commonwealth of Puerto Rico.

And, Senator Douglas, I will take your message back to these 30
governments.

Senator DoGLAS. They can attach themselves to the United States
if they so desire.

Mr .HOA. I will mention this to them.
Senator DOUGLAS. I am sure this would be enthusiastically received

by the colonial Government of Great Britain. I can picture the
apoplexy which the colonial governments will have when they hear
about this proposal.
' Mr. CRIAX. To say nothing of what will happen to their generali~nager. ..
From my standpoint, as an American citizen, I hold the firm

opinion, based on my long experience in the business of tourism devel-
opment, that the enactment of H.R. 6611 would not accomplish in any
significant degree its stated purpose. That there is a necessity for
measures to reduce the present deficit i our travel export-import
balance is self-evident. ' If siadriflces by our citizens are necessary to
bring about a reduction in this balance, our laws should compel them
to make such sacrifices.

But before assuming that the enactment of H.R. 6611 would in
ny a *rble measure contribute to the reduction in the present

deficit in our travel exl)ort-import gap, I respectfully urge your serious
donsideration bf the following:

First. As Mt. Flues of the Treasury Department yesterday brought
out, the value of goods in excess of $10 per person which tourists

A /
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aro now importing is insig aificantly small in relation to that portion
of our private and our pubHie spending which now takes place abroad.

Second. I submit that the purchases which American tourists are
presently zuakin in hi small count ries in t i Caribbean area are,
on the other hand, large in relation to the total gross national products
of those countries, anod that the curtailment of these purchases, as
is intended by the bill, would have extremely harmful effects on their
economies.

Third. These small Caribbean countries make a vast percentage of
their total purchiases in the markets of the United States. Last Fri.
day I was in Aruba and I atitoded a banquet which was given at the
leliding hotel there in honor of a number of visiting government offi-
cials. I sat next to the manager of the hotel, lie told me that all the
food which wtis served at the banquet was bought in the United
Sutes-the vegetables, the meat, oven the ice cream dessert. The nap-
kins and tablecloths were purchased here, as were the linens in the
bedrooms and the carpeting throughout the hotel. Also the air condi-
tioning equipment and the kitchen equipment were American made.

I submit that any measure that, would cripple this purchasing power
would redlound against industries and commerce of the United States
and might, force these friendly countries to purchase from other
countries. It is possible that. our trade and political relationships
with them might be adversely affected and that they would try to strike
the most favorable bargain in the markets of the world.

Fourth. Aside from the effect which any change in the free duty
allowance will have on trade, I certainly feel it will be an added irri-
tant to the already delicate feeling about the United States in the
Ci'ribbean area, as expressed more violently through Cuba and theDominican Republic.

Fifth. The Senate Committee on Interstate and Foreign Commerce
reently ropoited:

The foreign commerce of the United States of America today * * Is a force.
In world affairs, reaching out to touch and In some degree to influence the attl.
tudes of nations nud tho lives of men throughout the world * * *. An American
decision regarding Internatiomnl trade cnn topple or strengthen the government
of an undeveloped state, cleave or cement an international alliance, confound
or contribute to Communist expmnslonism.

Sixth. I have Just returned from consultations with government
officials and chanibers of commerce executives of 29 Caribbean coun-
tries. , During my trip I became acutely aware of the existence in someareasofadecidedfeelin of apprehension toward us.

Senator DoITOrAs. If I remember my Webster's dictionary, "ap-
prehension" means a certain emotional degree of fright, isn't that true?

Mr. CRAIG. I would say a degree of unrest, sir.
Senator DouOLAs. "Apprehension" is more than unrest it is a touch

,of fear.
What are they afraid of?
Mr. CRAIG. Possibly, sir, that we somehow fail to recognize the fact

that they voluntarily make it various portion, a very high percentage,
of their purchases in the United States, and it isn't necessary for them
todo so. .Tlere are plenty of salesmen coming in from England,
(i'-iinyi- and from Russia, to try to sell merchandise and goods, but-
thv would rather buy from us,.
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I would like to explain what I mean by apprehension, that they are
not aware that we appreciate the fact that they voluntarily make these
purchases with us.

Senator DOUOLAS. Do they realize that Great Britain does not per-
mit its nationals to bring back any goods from the United States duty
free I Are they aware of that ?

Mr. CRAIG. Yes, they are; they are well informed persons.
Senator' DOUGLAs. And that does not worry them? They do not

have any apprehension about the policy of the British Government, but
they do have apprehension that the United States might decrease from
$500 to $100 the amount that Americans can bring back?

Mr. CRAIG. I didn't mean to imply that; I meant to imply that they
think we are unaware of the fact that these purchase so much from us.

Senator DOUGLAS. Do they have any apprehension about the policy
of Great BritainI

Mr. CRAIG. I don't believe so. It wasn't expressed to me.
Senator DOuGLAs. Have you done a job to inform them of the fact

that Great Britain doesn't permit them to bring back any merchandise
duty free?

Mr. CPAIG. It wasn't discussed with me.
Senator DOUGLAS. In the French West Indies, do they have an ap-

prehension that France does not permit any duty-free commodities
to be brought back by its nationals?

Mr. CRAIG. Of course they know it.
Senator DOUGLAS. They know it, but they don't think it has any

bearing?
Mr. CRAIG. No, because if I may say so, it isn't as important to them.

The number of tourists from Britain and from France in the Carib-
bean is very small.

Senator DouoLAs. Then you think it is important for them to under-
stand our position ? Similarly, the testimony is that the Netherlands
does not permit any goods to be brQught, back duty free. Now, if you
represent the West Indies, the French West Indies, and the British
West Indies, the Bahamas, an independent colony, and so forth, don't
you think that you could do a very valuable job in getting them to see
that their mother countries are practicing very severe restrictions
against us? They seem always to have apprehension about the United
States, criticism of the United States, but never criticism of the home
countries

Mr. C&IG. The apprehension is that we don't appear to recognize
the fact.

Senator DOUGLAS. Oh, we recognize it very clearly.
But there is a, limit to the amount that we can do in the absence of

cooperation from other countries.
How would it be if we went down to $100 or to $50, with the under-

standing that if the European countries raised their exemption from
zero, say, to $25 or $30, we would go up I

Mr. CRAio. I wish I knew exactly what your question was, sir.
Senator DoUGLAs. I was just trying to fiel you out on this. I have

been trying to get reciprocity.
Now, suppose we start ok by putting a restriction of $100 and say,

"Now, when Great Britain goes up from zero to $50, we will go up
from $100 to $200," and similarly for Frante,
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We could have such reciprocal agreements with every country which
will liberalize its arrangements. We could have an international con-
ference on tourism, point this out to the European countries, and
ask for reform on their part.

We can either have a most-favored nations treatment on an indi-
vidual basis, or we can have a tourist gap. But I think the United
States should not be continually played as the fall guy.

Senator Bennett I
Senator BNz-rr. I would just like to make the observation that

the purpose of this bill is to protect the U.S. gold supply, and that
is not affectd at all by the conditions that foreign countries put-

Senator DoraJAs. Yes, it is. If the foreign countries would permit
a larger amount of goods to come back duty free, we would have
claims against the reign countries which could act as, an offset
against the claims which the foreign countries have against us. We
would have pounds, francs, marks, Dutch currencies as af offset.

Senator BENm~n. Of course the Senator from Utah and the Sena-
tor from Illinois disagree on many things. I believe the price differ-
ential from the point of view of the tourist who must buy at American
prices enters into this situation.

Senator DOUOLAS. Certainly.
Senator Brxxrr. And I don't think you would have an immediate

offset, and that the tourists would buy as much at our high American
prices as our American tourists like to buy from the Caribbean coun-
tries at the lower prices.

Senator DOUoLAS. The point is that we would have more than we
have now.
Go ahead.
Mr. CRAIG. A curtailment in purchasing by American tourists at

this time could well mean a near deathblow to many retailers in the
Caribbean area and would result in a concomitant and inevitable in-
crease in unemployment and other economic setbacks. It would also
seriously affect the livelihoods of native craftsmen. The internal sta-
bility of a number of presently friendly, small nations could be ad-
versely affected, nations whose continued friendship and cooperation
we may well direly need in times to come.

If this country ever had an opportunity to prevent the conception
of elements in which subversion thrives, the time is now. I hope we
do not let this opportunity go by.

I urgently implore the chairman and the members of this committee
to give careful consideration to the consequences which might be fac-
ing us on the one hand and the insignificantly small gain which would
ensue on the other if H.R. 6611 should be enacted into law.

Senator' Bm NMr. I have no further questions.
Senator Dorro*x I have no questions.
Thank you very much.
Our final witness is Albert Block of Annapolis, Md.
Please proceed Mr. Block.

STATEXINT OF ALIER2T BLOCK

Mr. Bwok. Mr. Chairman and members of the Senate Committee
on Finance, my name is Albert Block. Ilive at 118 Spa View Avenue,Annarohis, Md. °
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- The President of the United States in his inaugural address said,
and I quote in effect; "4Do not ask yourselves what your country can
dQ for'you, but rather what you can do for your country.". It is in
the spirit of these well-spoken words that I arose this morning fol-
lowg 2Y% hours of delicate, surgery just,60 hours ago.-'-I I

Mr. Chairman, I appear before this committee not in self-interest,
not as a representative of any country, paid or unpaid, not with
promise of personal compensation, but as an American citizen, eager
to preserve our great heritage for our children and those yet unborn
who will follow them. I have come here to beg of you not to make
decisions which would adversely affect the economy of any nation
south of our border. H.R. 6611 in its present form would without a
doubt nullify to a great extent what our Government intended to dp
when it voted $600 million for Latin American aid.

Mr. Chairman, permit me, sir, to use terminology of the great
American, Patrick Henry, and say "Are we disposed to be of the
number who having eyes see not, having ears hear not, the things
which so largely concern our salvation?" These immortal words ut-
tered 17 years ago are of such great importance today, only we in this
age of space use the expressions "bury our heads in the sand," "wiish-
ful thinking," "complacency."

I shall not burden you with statistics which you have at your finger-
tips. I shall, Mr. Chairman, .as one who has traveled through the
Caribbean and made it a point to observe the forest through the trees,
assure you, sir, that the advancement of communism in our hemisphere
from its beachhead just off our shore is not a myth. The hammer
and sickle is not an imaginary bogeyman. The menace is real; and
worst of all, there are too many Americans who are wishful thinkers.

While in CuracY0, Netherlands Antilles about January 15, 1959,
just 2 weeks after Castro came to power, I had the occasion, together
with two other American businessmen, to converse with two of the
Cuban dictator's henchmen who said they stopped in Curacio en
route to Caracas where they were going to vacation. The three of us
Americans were amazed by their expounding philosophies of Karl
Marx. It was not too many months preceding this episode that the
subversive Venezuelans threw stones at the Vice President of the
United States while he was on a good will visit to South America.

In a letter to me from the Minister of Economics of the Netherlands
Antilles dated August 25, 1960, he commented, and I quote:
I cannot overemphasize the necessity for us to maintain economic stability dur-
ing these days which are filled with uncertainties and pressures from without.
This, gentlemen, was during the last administration before H.R. 6611
was even thought of.

I should like to propose, sir, that the countries in our hemisphere
be exempted from the terms of the bill., During informal discussions
I have heard it said that such an amendment would be discriminatory.
Have we not, however, maintained a policy of rendering aid to coun-
tries for reasons of expediency notwithstanding geographical location
or other factors? The $600 million going to Latin America surely
does not discriminate against other countries any more than our aid to
the Marshall plan countries was discriminatory to nonrecipients. Mr.
,Chairman and members of the committee, I have another alternate
,proposal for your consideration which would make H.R. 6611 effec-
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tive without exemptions and exceptions and yet help our all-important
neighbors to the south. My plan in this direction would make the
bill applicable only to those who have been absent from the United
States 21 days or more. This amendment would grant a greater
privilege to the short vacationer who has taken less dollars from the
country than that of his neighbor who has been absent from the United
States for a long period and has thus spent more dollars for services
abroad.

In closing, Mr. Chair'man permit me to again draw my thoughts
from the immortal Patrick henry by saying, "Let us not indulge in
an illusion of hope and shut our eyes against a painful truth." The
friendship of the Western Hemisphere countries is of ever-increasing
importance to us now. Few informed circles could ossib disagree
with this premise. Let us not, therefore, risk its loss. he stakes
are too high.

In conclusion I give my humble thanks for the privilege afforded a
plain citizen like myself to appear before this august committee.
May the Almighty rant our great Nation the wisdom and courage
to keep our way of life alive in the critical years ahead.

Senator DouoGAs. Thank you, Mr. Block.
The Chairman, the Senator from Virginia, has asked me to art-

nounced that he plans to schedule an executive session on this bill
for Wc nesday, June 28. We may have to meet early, if the social
security bill is still being discussed on the floor of the Senate.

Thank you very much, gentlemen.
I may propose an amendment to this bill providing that a con-

ference be called to consider an international agreement to liberalize
the amount of exchange which resident nationals can take abroad,
and the amount of goods which they can bring back duty free. It is
my present intention to do that.

I hope the discussion we have had may have a beneficent effect
upon countries in Europe. I realize acutely the problems which the
small countries of the Caribbean face. They are much more depend-
ent upon American tourism than the European countries are, and they
are relatively unable to influence the policies of their own govern-
ments. I thoroughly realize this, and, very frankly, I have been try-
ing to speak through their representatives to arouse public opinion
back in their home countries, in the countries which are in a sense their
home base.

(By direction of the chairman, the following is made a part of the
record:)

G".n, IND., June 13, 1961.
Senator VANcz HUABT,
Senate Offloe Building, Wasehngto D.O.:

H.R. 6611 if passed seriously affects the trade of our neighbors particularly
Mexico, Canada and sensitive Islands of the Caribbean. Did executive depart-
ment give your committee facts respecting potential losses on duties which act-
ually finds Its way back to us in purchase of our countries services?

&, P. O'MALXLU,
Director, Clarv Travel Burau.
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ff. BORENSTUN & SoNs, INC.,
Baltmore, M4,, May 8,1961.

HOn. HARRY FLOOb BYRD,
U.S. Senate,
WaOhiigton, D.O.

Dt"u MR. VB~h: Last week we received a cable from one of our accounts In
the Netherlands Antilles regarding H.R. 6011 which I understand applies to
a reduction in the amount of the tax-free tourist purchase. I am enclosing a
copy of this cable for your information.

I imagine that most of the businessmen in Curacao and Aruba are sending
similar cables to their suppliers in1 the States, and we will most iikeiy receive a
number more from our othet accounts on these islands.

The information given in this cable is correct I personally am very familiar
with these Islands and can attest that a very large proportion of all the goods
there is American made-from automobiles to machinery to canned goods to
periodicals to clothing to furniture, and so forth. The United States is well
regarded there, and American manufacturers receive favored treatment.

A large portion of the income of the Netherlands Antilles is derived from the
tourist trade. I might surmise that this tourist income would be almost equal
to the income from the refineries in Curacao and Aruba. I sincerely feel that
a loss in tourist income would seriously impair their economy, and would result
in a loss of trade for American manufacturer--both from thb resultant reduc-
tion of business and from resentment.

I sincerely feel that reduction Of the tax-free tourist purchase will hurt the
economy of many friendly Caribbean and Latin American countries, and will
reduce the sale of American merchandise to them. At this time, when this
country Is striking to increase our international sales, I strongly suggest that
such action would be detrimental and that Such action be dropped.

Yours very truly,
FNK Boums sm, Vio Presiet.

CUmAOo, NsTR.L&rNDs ANTILLEs, Mai 4, 1961.
Lieutenant Bft"
(H. Borenstein & Sons, Inc.),
Baltimore:

House bill 6611 implying reduction tax-free tourist purchase "Jeopardizing
your commerce with Curacao." Nearly half total imports Netherlands Antilles
originate in United States. Senate Finance Committee discussing bill these
days. Our government protesting evident discrimination between U.S. Virgin
Islands and Netherlands Antilles. Netherlands Antilles have traditionally
favored United States commercially without any discrimination despite form-
ing part Netherlands Kingdom. In view importance to out, mutual interests
urge you make personal representations to chairman, Senate Finance Committee,
and your Senators. Please wire what action taken. Thanks.

A. M. Pux~oE.

ALBERT KLINOELHOFER MACHINE TOOL CORP.,
Mountainide, N.J., March 1, 1961.

Hon. JAUEs 0. EAssrL o,
U.S. Senator,,
Senate Office Building, Wa8hingto, D.O.
" D.&,TM: ftadio and newspaper reports Indicate that the adniiltration is

plOrning to bolster the V... dollar and gold Polices by reducing the duty-free
tofirlbt exemption In foreign countries from $NO) to $100.

This appears to me to be a very poor solution for a Just but difficult problem.
The reslt Wotild be that we not only aggravate American citizens traveling
abtd but c'euntles they *isit as well. In my opinion, there is a much better
solution, which would be to put this tourist exemption on a reciprocal basis
with the foreign countries, thus forcing then to do likewise. This could be
technically arranged so that the rate of exemption from the country of depar-
ture would apply; that is, if the tourist left from England, the reciprocal
base of England would apply; from France, the French base; from Germany,
the German base, etc. In this way the countries with low exemption would
penalized as the tourist would not schedule his departure from their ports.



DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS 117

Many foreign visitors to the United States would purchase considerably more
American goods if they could take this merchandise into their country
duty free.

If the foreign nations allow only $50, then our exemption for travelers from
these countries should also be reduced to $50; if they allow $250 to $500, then
our allowance should be the same. This solution would definitely be beneficial
to the United States, and, by putting these foreign countries on an equal toot-
Ing, we would benefit politically as well as monetarily. This is especially so
since the United States Is planning 4 drive to encourage tourist trade to our
country, which, in my opinion, is an excellent idea.

Peas think this Qver 4md support a measure to enact this Into law. The
planned straight reduction from $500 to $100, as stated before, is not advisable.

Without kindest personal regards, I am sincerely,
Your friend, AI,

JUNE 21, 1961.
Senator UI&RaY S. BYRD,
Senate Finanoe Committe,
U.S. Senate,
Waehington, D.C.:

Chamber of Commerce of the Americae in Ito X1 Annual MeetIUS On June
20, 1961, on Aruba, Netherlands Antilles, adopted following reoglution:

"Considering expansion of export goods and services from Latin American
Caribbean region condtlive improvemeqnt level 9f living, it pnulattoo; and

Considering foreign exchange income accruing from tourist industry of vital
importance for economy of most Latin American Caribbean countries; and

Considering that Trqde Committee of Economic Commission for Latin America
in -third session at Santiago, Chile, May 1961f eXpressed similar concern and
adopted resolution promote development tourist Industry Latin American re-
gion: Be it

Resolve4, That any new measure inconsistent with development of flow of
tourist to such countries may create problems supreme economic and social Im-
portance and is contrary to objectives of CCOA." Rsequested Charles Debrot ex-
prep# (eep C€cera Chamber of uomerce of the Americap re pedino bill (6611.
Hoping your committee will realize adverse- eect said 0iL should such legisla-
t1on pu rgeptly recoWmenA provision It not apply Western Hemisphere.

Q. JAXI* Hlyes,
Preefaeoo. GmeienbolfionheroP of tUii Amer4Coi.

Npw YoX, N,Y., Jtine 0, 1961.
Senator 11MMr BM,
Chairman Pitnww (mmltee,
Wasothgton, D.C.:

Strongly urge Senate Committee on Finance not approve H.R. 6011 reducing
duty-free allowance for returning residents. For limited material benefit United
States through such reduction would suffer severe psychological political damage
in sensitive areas around globe including troubled Caribbean and P4cific as well
as such friendly areas as Mexico and Canada. Two-way trade depends on foreign
nations earning s.1ficient dollar revenues to buy American product*. U.S. tourist
purchases abroad are significant source of such earnings and ope reason United
States now enjoying $5 bllion export trtde surplus, While stability dollar of,
basic importance the limiting of tourispt purchases will be more harmful psy-
chologically and fiscally to economies 0f free world nations than Aiscal gain to
U.S. economy would warrant, Reduction of dutyfree allowance from $000 to
perhaps $200 jkatifiable but blow $200 would be damaging blow 0 our Intricate
relationships with neighboring areas as well as farfiung fre" world countries
where tourist purchases represent important factor their trade as well as bond
goodwill with America. Trust your committee and Senate after careful explora-
tion this sensitive issue will decide best interests our country will be served by
rejecting H.R. 6611. Deeply appreciate your consideration and regret Impend-
Ing business trip outside country makes it impossible for me to appear before
your committee to testify personally.

WnizAm D. PATTrRsoN,
A8#oote PulieWr, turdal Revie."
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PACIFIC AMEEicAN STEAMSHIP AssOoLATION,
Waehington, D.O., June 81,1961.

Subject: H.R. 6611, reduction of duty-free allowance; the effect upon U.S.-flag
passenger ships.

Hon. Hamy F. BYmD,
Chairman, Oommittee on Finance, U.S. Senate, Waehington, D.O.

DEA MR. CHAIRMAN: Our association represents U.S.-fiag passenger ships
serving the Pacific coast. As such, we are interested in this legislation and
wish to call to your attention the following situation:U.S.-fiag passenger ship operators will be hit particularly hard by the terms
of H.R. 6611, which reduces travelers' duty-free allowance to $100. The U.S.
traveler who purchases up co'his present legal limit (i.e., $500 each, or $2,000
for a family of four) Is induced to return to this country by ship as a means
of bringing his purchases home freight free. Air travelers, being held to 66
pounds of luggage or less, would pay tremendous amounts of additional freight
under similar circumstances.

The operator of U.S. passenger ships to the Pacific area finds that many
passengers are, at the present time, traveling for personal shopping trip. pur-
poses as much as they are for sightseeing or business. The shops of Hong Kong
and Japan are a mecca for the sea traveler and his family who want to shop
without watching the weight limit.

Td remove this incentive for passengers of this nature will further cripple
American-flag ship lines who are already faced with financial losses from
current passenger operations.
. It is respectfully requested that this letter be made a part of the record in

this hearing.
Very truly yours,+ .+ Moinoi 8i:LtWVAN+

(The material referred to on p. 34 follows:)
THE SECRETARY OF THE TREASURY,

lVaehington, June 28,1961.
Hon. HARRY F. BYRD,
U.S. Senate, Washington, D.C.
. Dza SENATOR BYmn: During the hearings before the Finance Committee on

the bill to reduce the customs allowance for returning tourists, a discussion took
place regarding the accuracy of the balance-of-payments statistics of the Govern-
ment. Specifically, criticism was made that the figure showing our export
surplus-that is, the excess of our merchandise exports over our merchandise
imports-was exaggerated because of the fact that a substantial part of the sur-
plus is financed by Government assistance, including Public Law 480.

I am glad to have this chance of commenting on our balance-of-payments
statistics and the efforts we are making to put them in a mQre understandable
form. This is something that has concerned me for sonletlme and, upon coming
to the Treasury, I took steps to improve the situation.The background of the problem is. this: For many years, the Department of
Commerce, which has responsibility for the collection and publication of the
official balance-of-payments statistics of the United States, has published a stand-
ard table of the balance of payments which' shows, among other items: (a) Our
total exports of merchandise, without reference to the method of their financ-
ing; (b) our total imports of merchandise; and (c) a balance on goods and
services together, again without reference to the method through which the ex-
port component of this balance is financed. I enclose for your examination a
standard table of the Department of Commerce for the years 1959 and 1960, as it
appears on pages 12 and 18 of the Survey of Current Business for June 1961.
In this table, the total merchandise exports are shown in item 4, merchandise
imports are shown in item 14 and the balance on goods and services together
is shown in item 22.

j

//



DUTY-FREE ALLOWANCE OF RETURNING RESIDENTS 119

As you will also see from the standard table, no attempt is made to separate
short-term capital movements from the rest of our balance of payments so as
to reveal the basic deficit or surplus which represents the hard core of our
payments problem. Instead, short-term capital movements are lumped together
as a part of our overall deficit (or surplus as the case may be). The effect of
this is to exaggerate the deficit when large outflows of short-term capital take
place and to minimize the deficit when inflows take place. You will note that
in 1959 our overall deficit was substantially reduced by short-term inflows
whereas in 1960 short-term outflows greatly increased our overall deficit. As
you know, monetary movements of short-term capital tend to be quickly re-
versible and are very sensitive to temporary interest-rate situations. More.
over, outflows of short-term capital (which are recorded as a deficit item in the
standard table of the Department of Commerce) are accompanied by the crea-
tion of a short-term asset to the United States (which is not recorded anywhere
in the standard table of the Department of Commerce.)

For these and other, reasons, I have long felt that the standard table of the
Department of Commerce could be greatly improved from the viewpoint of
presenting the available information in a way that would be more intelligible
and useful to'those concerned with the formulation of Government policy.. Ac'
cordingly, shortly after becoming Secretary of the Treasury, I established an
interagency committee consisting of representatives of the Treasury, Commerce,
State, and Federal Reserve Board, and the Council of Economic Advisers to
propose a reformulation of the standard Commerce Department table. My idea
was that this reformulation would, in the preliminary stage, be used internally
within the Government and later be published after further experience had
been gained.

I enclose a copy of this reformulation showing our balance-of-Payments sta-
tistics for the years 1957 through 1960 and for the first quarter of 1961. As
you will see from this new table (line 21), the merchandise trade balance is
adjusted to deduct from the surplus or deficit that portion of our exports which
is financed through Government programs. Similarly, an item is shown (line
10) indicating that part of U.S. Government assistance which is used for the
procurement of U.S. goods and services. Thus, you can see from the table
that while our merchandise trade surplus for 1960, calculated in accordance
with past procedures for example, was $4.7 billion (line 20), the surplus ex-
cluding exports financed by the Government was only $2.6 billion (line 21).
Similarly, you. can see from the table that of our foreign economic assistance of
$3.4 billion (line 9), $2.4 billion was spent on U.S. goods and services (line 10).

The difficulty we have encountered in constructing this new table is chiefly
one of arriving at an agreed interagency view, including the Department of
Commerce, on the precise figure which should be used for Government-financed-
exports. This matter is still under discussion and I hope it can be settled
promptly. Meanwhile, the figures in the enclosed table in lines 10 and 21 are
estimates of the Treasury Department

The reformulated table also reveals, in line 19, the basic balance to which
I referred above and to which our major long-term policies must be directed.
The last line--line 30-shows the overall balance, including the effect of short-
term capital flows.

I hope these comments will be of help to you. We are continuing to work
on the improvement of our statistical presentations to make them as accurate
and understandable as possible. In due course, it would be my hope that the
Department of Commerce could regularly publish a statistical presentation
along the lines of the reformulated table, at least as a supplement to the
standard table of the Department of Commerce if not in substitution for it.

Sincerely yours,
DOUGLAS DrLLoN.
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Balance of paymeInt of the United S tates, 1957 through 1st quarter 1.961
Ib bIllous of dollars

Ist
Curmut, and low.term capital traLsactioJ)5, recorded 1957 1968 199' I .0 quarter1961'

1. U.S. payments, total ............................ 27.8 27.4 21. 7 30.1 7.2

2. Merthad ise Iniort ........................ . S. 0 iS. 8 14,7 8.4
a. Income on hiletR-w - -..................... .7 .7 8 . 1
4. Other services, notullitery .................. 4.0 4.3 1
8. Military exendituros ....................... 3.2 4 3.1 .0 .86. emiow atld renlittanw's ......... ........... 7 17 ..
7. U . dirit nvetIn nt ...................... 2- - 1.1 1.4 ,-7 .5

8. U, portfolio Investment .......... ..... 1.4 .9 .09 1
10. L ofrmentoo iratO and 8.2 8. 1 8.0 84 1.010. (Of which used for U.S. procuremnent of

goods and serviea, estimated) ......... (8) (2.4) (2. 2) (2.4) (.7)

11, 'U.S. reweipts, total ............................... 27.8 23.9 25.8 29.2 7.3

it. badifte rt ...................... 1.- 16 10.8 19.4 0
I& lIncomo on lnvostmets ....... 8........ 2. 2. 8.0 3.2 .9
14. Other servimi, nonmilitay ................ 4.1 3.8 4. 1 4.4 1.1

S dItry an tom .................. ........... 8 .n t e net................... . 1 " }
I ii Ipo Invetment ............... . .8

18, Ropayneata to U8. Oovernmeut ............ .7 1.1 .0 .1
(1) -9.6 l-4.aao4e -1.9 +.2................... .& . 1. 0 4.7 1.7

21. (Merchandise trade adjusted) I .......... (38) (1.1) (-1.0) (t6) (1.1)
U Nonmilltary e ks iinoluding Investment

l"Mcme .................................... - 2.1 2.0 2.0 .6
25. MIlitaryexendItut and trannetlons ....... -- 2.8 -3.1 -2.8 -2.7 -. 7X C--al lnd grants 1+1+1--780 . -8,8 -& -4.4 -518 -I,.5

S. priva short.term foreign assets (In-I-I .. .............................. ._. -. -a~ I-

a6.48. llquldliwibles: Private (Incrtase +) +.4 +.2 a±1.8.T.S. liquid labiliies: fica (inease ..... _. -. +.1 7 +
& h e in .8. gold stock (inre (-)) ........ -. 8 2.3 .7 +1.7

A nreed tr tions, net ............. . - 7 -+4 -. 6 1
0. Ovr UbaaVA4 DeieI (-) ............... + -88 -. 9 -3.8 -. 3

IBtade 1.6. suboetrptlono o$,400,000,000to the IMF, of whih $4,000,000 was paid in gold.

u s k than M%0.

*A&lu*W to "elude trom exports the estimated merchandise component (as distinguished from servIces)
of Real 10.

Note.-roluds Utrf of military supplies and services under grants. Detail may not add to totals
bemse of rwnda g.

THE fECRErARY OF TilE TREASURY,
Wae hfngton, July 7, 1961.

Hon. HAIRY IMLOD Bxn,
U.S. Oewte.

DEARt SENATOR BYa: During the recent hearings bewite the Finance Commit-
tee on the bill to reduce the duty-free allowance for returning Amierican tourists,
you inquired about the reasons for the improvement in our balance of Pay-
meats during the first quarter of 1961 and the prospects for its continuance.

I enclose for your information an analysis of our payments situation in the
first quarter of 1061 as compared with calendar year 196) and with the last
quarter of 1960. In brief, our payments have Improved substantially in the
first quarter of 1963 mainly because of: (a) A larger export surplus occasioned
by a reduced level of imports associated with low levels of domestic activity
and higher exports reflecting high levels of economic activity in industrial coun-
tries abroad; (b) a halt to speculation against the dollar following the Presi-
dent's message of February 6; and (o) a smaller total of'U.S. private investment
abroad and an increased inflow of medium- and long-term foreign investment into
the United States. In the first quarter of 1961, our basic balance (all items
except short-term capital) showed a surplus of over $000 million (annual rate)
as compared with an actual deficit of $1.9 billion in 1960. Our overall balance
(all items including short-term capital) showed a first quarter defielt of $1.2
billion (annual rate) as compared with an Actual deficit of $3.8 billion in 1960.1
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We cannot rly on this good first quarter performance for the rest of 1061.
Exports have been at very high levels because of boom conditions in Western
Europer and Japan. Imports will Inevitably Increase as our domestic eoonomtc
activity rises duringthe rest of the year. We must therefore continue to pur-.
sue vigorously all appropriate measures to bring our payments situation under
lasUng control and. catnot afford to become complacent as a result of the
current Improvement.

Sincerely yours,
DOUoLAS DnLoN.

IMPROV]MCNNTS IN THE U.S. BALANCZ OF PAYMENTS, DuaiNG TIM FIRST QUARu

OF 1961

First quarter'of 1961,4. compared with last quorter'oj 1960 .
In the first quarter of 1961, the overall US. balance-of-payments deficit was

reduced sharply to an annual rate of about $1.2 billion, seasonally adjusted, from
an annual rate of $5.6 billion In the last carter of 190, an improvement of
about $4.5 billion. The basic de ns other thant short-term
U.S. private capital outflow errors and omissions), ch waA.st an annual
rate of $2.2 billion in th et quarter 9f 1980 was repla a basic surplus
of more than $600 m n in the first quarter of 1961, at an annual rate, an
improvement of $2.8 Ilion. The larger im ement in our ove 11 balance as
compared with ou asic balance is bellev to reflected the station of
certain speculativ capital outflow

Exports rose lightly, and ptg dec1 ed only rom t fourth
quarter; only ut $500 ion (an ual r e) of e quarterly imp vement
in the overall lance was ue to a ris in the ndise e rt surplus. How-
ever, out me handise ex an ual rate f .7 billion r the
quarter was t the highest level ue Isis y ar o 1957, and as "a
basic elemes in our improved pa n. ad ut to he merch
export surp to allow for the ted value rts nanced by U.S.
Government nomic or a ul uce th verall m rchandlse ado
surplus fro the annua rate 8. b L & mo 0

Mdst of e quarter to-quart Imp e t ue a more favor able
pattern of v rious t of priva long-ter flows, with the net ou ow
dropping $2. billion at n ann nt. 0 di tment abroad d med
by almost million an ate, aac of the fact at a
single $370 lion direct I tment h d Inflated e figure r the
final quarter 196 0 . o from this t sactio direct in tment o tflows
actually incre In the first qu . . . l -term olio in tent
transactions ntributed at milln a a annu rate to th mprove-
mont in our posi on, due in to net ymn oqmedlum-t loans to
banks in the Unit States. A miet in the imp ement was
the resumption by fo ers of their pure of U.S. stocks.

The change of the rded transactions figure accounted round figures,
for an improvement of a t $1.5 billion at an annual rate his is believed to
reflect the subsidence of spe tive capital movements ng the first quarter,
arising out of the restoration of co in th .

There was also a small reduction in our recorded outflows of short-term private
U.S. capital However th outflow was again over $2 billion at an annual rate
for the third successive quarter.

U.S. Government net grants and credits, at an annual rate of $3.5 billion, were
- m slightly higher in the first quarter than in the last 8 months of 1980.
Pirst quarte' of 1961, a compared witk cakleder year 1960

The first quarter overall deficit of $1.2 billion at an annual rate represented
an improvement of $2.7 billion over the 1960 deficit of $8.8 billion, smaller than
the Improvement over the fourth quarter of 1980, but nonetheless substantial.
The first quarter basic surplus of over $000 million at an annual rate, was an
improvement of $2.5 billion over the 1960 basic deficit of $1.9 billion.

Most of the gain in the first quarter of 1981 over the year 1960 was due to
a larger export surplus, which Increased from $4.7 billion in 1960 to an annual
rate of $&.7 billion iA the first quarter of 1961. Both figures would be reduced
by more than $2 billion if adjustment is made for exports estimated to have
been financed by U.S. Government economic aid.
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Long-term capital movements also contributed to the first quarter improve-
ment, U.S. direct and portfolio investments abroad declined from the 1960'
level of $2.5 billion to a first quarter annual rate of $1.9 billion, while foreign
long-term investment in the United States rose from about $300 million in 1960
to an annual rate of $475 million in the first quarter of 1961. Gains were also
recorded in our transactions for nonmilitary services, with our payments show-
'ing a decline of about $100 million at an annual rate and our receipts increasing
by about $350 million at an annual rate.

The outflow of private short-term capital, a major factor In the overall 1960
deficit of $3.8 billion, was substantially higher during the first quarter of 1961
(at an annual rate of $2 billion) than the $1.3 billion level of the full year 1960
since during 1960 this type of outflow reached really sizable proportions only
during the last half of the year. The figure for unrecorded transactions, how-
ever, showed a change to a first quarter receipt of $200 million at an annual
rate from a 1960 payment of almost $650 million, an Improvement of about
$850 million. This Improvement is believed to represent a cessation in the out-
flow of speculative capital which was so troublesome in 1960.

(Whereupon, at 3:35 p.m., the committee recessed, subject to the.
call of the Chair.)

0
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let ,Seesion No. 483

TEMPORARY REDUCTION IN DUTY-FREE ALLOWANCE
FOR RETURNING RESIDENTS

JUNE 29, 1961.--Ordered to be printed

Mr. BYRD of Virginia, fro S the Committee"on.Finance,'submitted the
following

REPORT

[To accompany H.R. 6il

The Committee on Finance, to whom was referred the bill (H.R.
6611) to amend paragraph 1798(c)(2) of the Tariff Act of 1930 to
reduce temporarily the exemption from duty enjoyed by returning
residents, and for other purposes, having considered the same, report
favorably thereon with amendments and recommend that the bill asam ended do, pass. I " -" , I . I .,

PURPOSE OF THE BILL

The purpose of the bill is to provide a temporary reduction from
$500 to $100 in the amount of purchases abroad that a returning
resident of the United States may bring back into this country free:of
duty. This proposal was recommended by the President as a part
of a program to counter our unfavorable balance of payments.

AMENDMEN ."

The Finance Committee amended the bill to provide that an addi-
tional duty-free $100 worth of goods may be brought mi from the
Virgin Islands. This would mean that a citizen returning from the
Virgin Islands could enter without payment of duty a total of $200
worth of foreign goods, provided that at least $100 of it was acquired
in the Vigin Islands.' It was felt that, because of its close, relation-
ship to the United States, its new- program for the promotion of
tourism could be assisted in some degree and that: the outflow of
dollars to the territories and possessions of the United States is of a
much less serious nature than that to other partsof the world. .How-
ever, the 48-hour rule which applied to all areas except ,the Virgin
Islands would be invoked on all goods not originating there. It

51006
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h be, 4iked ,"' i0,uendment does not provide for an addi-
Uo*n)af$200 for t ie irgin Islands over and above the $100 provided
fi*dtitr areas. Te maximum * hich could be brbugtliik detain

t'of bircumstancds without payment of duty wotild bo 00.6 -

GENERAL STATEMENT

Under existing law, a returning U.S. resident is allowed the following
personal exemptions from duty on articles he has purchased abroad:

1, . I the returning resid nt remains oitaide the territorial limits
of the United Stat& tot at least 48 hours he bmay chaim an exetp -
tion from duty fot' $200 wotth of attice; m~quired abroad. If,
however he returns through a port of entry on the Mexican
border, ie need only have eooabsent from the United States
for such time (not to exceed 24 hrrs) as the Secretary of the
Treasury has by'ftUl~tiori pibdvidd with respect to such port.
At present, these rejulttioln' i~ure mi absence of at least 24
hours (the maximum requirement permitted under the law) in
the case of residents returning through one of the southern
Califorita potts below Lo Angeles. Ii' the case 6f other ports
along the United States-Mexican border, there is no period of
absence provided for. The exemption from duty described in
this paragraph may be ,ls~no. done every 30 days.

2. If the returning resident remains outside the territorial limits
of the United States for 19 or more day, he may claim an exemp-
tion from duty for $300 worth of articles hcquired abroad. This
additional exemption, which may be claimed together with the
basic etmption described above, can be utilized bnly once in
evor 6-nlonth'pbriod,

Thus, .or the alorage U.S. resident returning from abroad, there is
ah effeetive dUty-free eemption of $500.

Thb bill redu6(% thi6 $00 exemption to $100 until the close of
June 30, 1963, by eliminating the $300 additional exemption and by
reducing the $200 basic bkemptioh to $100. Except as explained
below with respect to qrticles acquired in the Virgin Islands, the billcontinues the present absence requirements set forth in paragraph 1,
above$ The exemption, may bo claimed not more often thai once
every 30 d", . Ona r Tu I 1, 1963, the tourist exemption
allowance presentlY in ffect wotl4 be restored.i t exemption

Four hundred dollars Of the present fi ehuded~doll~r exemption
allowed returning residents reflects legislation enacted in the early
post-World War II period aimed at stimulating the flow of dollars to
those countries which then badly needed dolls. In 1948, co, s
increased the tourist exemption fro $0Q to $00. In, 1.04, an
additional $100 was added, bri0ging the total exemption toits present
level f0 ao r n United

Dating back to at least 1799.,i11'pe'sos a j ii Ae '
States fr-om: abroad were perntWt, free etitry of their personall
effects." Tbis exempt0n was*=fdn&,at permitting persons emugra~ing
to the United Stats to bring in their persont4 belonging fre o duty.
However, the. law was so wnttoen an applie. that mn tL.. 8 trih s
returning from abroad were given the samo. treatment as was extended
to. "mnign ., In, many, cases,,, it ,as, 4led that ,h1epe tourists
brought.,)c! as personan! effeQW' aiicles w~irh thley purchased
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on their trip. Because of these alleged abuses the Congress in. 18_7,
restricted the '!personal effects" provision t9 immigrants and at the
same time provided, a $100 tourist exemption for returning' U.S.
tra4'el6rs'. This$100 slowane'enahiedi' e I
it was raised in 1948. 189 ubtil

n letter to th# Speakei6f 0e HOuse bi AO'presentativiS relueoting
thl legil 6n, 'da February 24, 1061 th resident said:"

* After World War. ,* * * oreign cou tri fgced
a dollar shortage and, as one measure to ease thi shortage
Congress increased the tariff exemption by $300 in 1948 and
by $100 in 1949 brining the total exemption to $500.
However, in the iight of the existing' balance-of-paymentsproblem, this more liberal ,stems exemption, designed to
encourage American expenditures abroad, is not presently
warranted. Accordingly, the customs exempti n sho4d be
returned to the traditional amount.

The reduced amount of tourist exemption called for by the bill will
still leave the United Statesin the position of extending to its returning
tourists more favorable duty4ree treatment of, articles purchased
abroad than do most other countries of the world.

The bill provides that, as1to articles acquired in the .V-Yin Islands
of the United States, any 'person who arrives in the United States
duringthe Period-beginning- n the'30th day after the, date of the
enactment of the bill and ending at the doe of Jume 30, 1963 (the
same period that the first section of the act is effective), and who has
remained outside the United States for less than 48 hours, the 48-hour
requirement in paragraph 1798(c)(2) (A) of the Tariff Act of 1930 shall
be treated as satiffled. For -this purposethe term. "United States"
has the meaning given to it in section 401(k) of the Tariff Act of 1930
and includes all territories and sons 4f the United States except
the Vifin Islands American, amoa, Wake Island, Middy Islands,
Kingman Ree, Johnston Island, ed the island of Gmam.

CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman):

TARIFF ACT OF 1930

TITLE II-FREE LIST

Se. 201. That on and after the day following the passage of this
Act, except as otherwise specially provided for in this Act, the articles
mentioned in the following paragraphs, when imported into the United
States or into any of its possessions (except the Virgin Islands,
American Samoa, Wake Island Midway Islands, Kingmian Reef,
Johnston Island, and the island of Guam), shall be exempt from
duty:

$ * $ $
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PAR. 1798.

(e)VIn the case of any person arriving in the United States who is
a returning resident thereof-

(1) all personal and household effects taken abroad by him or
for his account and brought back by him or for his account; and

(2) articles (including not more than one wine Fallon of
alcoholic beverages and not more than one hundred cigars) ac-
quired abroad a an incident of the journey from which he is
returning, for his personal or household use, but not imported
for the account of any other person nor intended for sale, if de-
clared in accordance with regulations of the Secretary of the
Treasury, up to but not exceeding in aggregate value-

(A) [$200, if such person] $100 (or $200 in the case of
'persons arrimng directly or indirectly from the Virgin Islands-
of the United States, not more than $100 of which shall have-
been acquired elsewhere than in the Virgin Isands. of the
United States) if such person arrives before July 1, 1863 (or
$200 if such person arrives on or after July 1, 1968), and he,
either arrives from a contiguous country which maintains
fre zone or free port (see subparagraph (d) of this para-
graph) or arrives from any other country after having re-
mained beyond the territorial limits of the United States for
a period of not less than forty-eight hours, and in either
case has not claimed an exemption under this subdivision
(A) within the thirty days immediately preceding his
arrival; and

(B) [$300 in addition, if such person] $300 in addition,
i& such person arrives on, or after July 1, 196$, and he has.
remained -beyond the territorial limits of the United States
for a period of not less than twelve days and has not claimed
an exemption under this subdivision (B) within the six
months immediately preceding his arrival.

0t

...
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TEMPORARY REDUCTION IN DUTY-FREE ALLOWANCE
FOR RETURNING RESIDENTS

MAY 10, 1961.-Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. MILLS, from the Committee on Ways and Means, submitted

the following

REPORT
ITo accompany H.R. 66111

The Committee on Ways und Means, to whom was referred the bill
(H.R. 6611) to aend paragraph 1798(c) (2) of the.Tariff Act of 1930
to reduce temporarily the exemption from duty enjoyed by returning
residents, and for other purposes, having considered the same, report
favorably thereon without amendment and recommend that the bill
do pass.

I. PuRPosE

The purpose of the bill is to provide a temporary reduction, from
* $500 to $100, in the amount of purchases abroad that a returning
* resident of the United States may bring back into this country free of

duty. This proposal was recommended by the President as a part of
his -rogram to counter our present unfavorable balance-of-paymentspositon.
psoI. GENERAL STATEMENT

A. PRESENT LAW

Under existing law a returning United States resident is allowed
the following personal exemptions from duty on articles he has pur.
chased abroad:

1. If the returning resident remains outside the territorial
limits of the United States for at least 48 houm, he may claim
an exemption from duty for $200 worth of articles acquired
abroad. If, however, lie returns through a port of entry on
the Mexican border, he need only have been absent from the
United States for such time (not to exceed 24 hours) as the
Secretary of the Treasury has by regulation provided with
S.00
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respect to such port. At present, these regulations require an
absence of at least 24 hours (the maximum requirement permitted
under the law) in the case of residents returning through one of
the southern California ports below Los Angeles. In the case of
other ports along the United States-Mexican border, there is no
period of absence provided for. The exemption from duty
described in this paragraph may be claimed once every 30 days.

2. If the returning resident remains outside the territorial
limits of the United States for 12 or more days, he may claim
an exemption from duty for $300 worth of articles acquired
abroad. This additional exemption, which may be claimed
together with the basic exemption described alove, can be
utilized only once in every 6-month period.

Thus for the average U.S. resident returning from abroad, there
is an effective duty-free exemption of $500.

B. PROVISIONS OF AND REASONS FOR BILL

The bill reduces this $500 exemption to $100 until the close of June
30, 1903, by eliminating the $300 additional exemption and by reduc-
ing the $200 basic exemption to $100. Except as explained below
with respect to articles acquired in the Virgin Islands, the bill con-
tinues the present absence requirements set forth in paragraph 1,
above. The exemption may be claimed not more often than once
every 30 days. On and after July 1, 1963, the tourist exemption
allowances presently in effect would be restored.

Four hundred dollars of the present five hundred dollar exemption
allowed returning residents reflects legislation enacted in the early
post-World War II period aimed at stimulating the flow of dollars to
those countries which then badly needed dollars. In 1948, Congress
increased the tourist exemption from $100 to $400. In 1949, an addi-
tional $100 was added, bringing the total exemption to its present
level of $500.

Dating back to at least 1799, all persons arriving in the United States
from abroad were permitted free entry of their "personal effects."
This exemption was aimed at permitting persons emigrating to the
United States to bring in their personal belongings free of duty.
However, the law was so written and applied that many U.S. tourists
returning from abroad were given the same treatment as was extended
to immigrants. In many cases, it was alleged that these tourists
brought back as "personal effectS" articles which they had purchased
on their trip. Because of these alleged abuses, the Congress, in 1897,
restricted the "personal effects" provision to immigrants and at the
same time provided a $100 tourist exemption for returning U.S.
travelers. This $100 allowance remained in effect from 1897 until it
was raised in 1948.

In a letter to the Speaker, of the House of Representatives requesting
this legislation, dated February 24, 1961, the President said:

* * *After World War II, * * * foreign countries faced
a dollar shortage and, as one met sure to ease this shortage
Congress increased the tariff exemption by $300 in 1948 and
by $100 in 1949 bringing the total exemption to $500.
However, in the light of the existing balance-of-payments
problem, this more liberal cu tbms exemption, designed to

, /
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encourage American expenditures abroad, is not presently
warranted. Accordingly, the customs exemption should be
returned to the traditional amount.

* * * * *

* * * This propostil would meet the existing situation
and the 4-year terminal (late would provide an appropriate
oFportunity for a reappraisal of tie measure in the light
0 tile balance-of-payments position in the future * *

Your committee feels that the enactment of tho bill will be of
assistance in the jireset efforts to reverse the unfavorable balance-
of-payments position of the United States. While the amount of
dollar outflow which this measure will curb cannot be stated with
exactness, the Treasury Department estimates that it will probably
be about $150 million per year. It is also estimated that there will be
an annual increase in revenue of about $5 to $10 million.

Tie reduced amount of tourist exemption called for by the bill will
still leave the United States in the position of extending to its returning
tourists more favorable duty-free treatment of articles purchased
abroad than do most other countries of the world.

Suction 2 of the bill provides that, as. to articles acquired in the
Virgin Islands of the United States, any person. who airives-in the
United States during the period beginning on the 30th day after the
date of the enactment of the bill and ending at the close of June 30
1963 (the same period that the first section of the act is effective, and
who has remained outside the United States for less than 48 hours,
the 48-hour requirement in paragrai ph 1768(o)(2)(A) of the Tariff Act
of 1930 shall be treated as satisfied. For this purpose the 44rm
"United States" has the meaning given to it in section 401(k) of the
Taiff Act of 1930 and includes all territories and possessions of the
United States except the Virgin Islands, American Samoa, Wake
Island, Midway Islands, Kingman Reef, Johnston Island, and the
island of Guam.

Section 2 of the bill, in effect, waives for up to $100 worth of articles
acquired in the Virgin Islands of the United States the 48-hour period
which a U.S. resident must remain outside the United States before
he is eligible to claim an exemption under paragraph 1798(c)(2)(A).
All other conditions of paragrapli 1798(o)(2)(A) must be net before
the exemption may be allowed. It.should be noted that if a returning
resident arrives in the United States with articles acquired in the
Virgin Islands of the United States after having remained outside the
United St es for" more than 48 hours he would not qualify for
exemption under paragraph 1798(c)(2)(A) by reason of section 2 of
the bill but would claimed his exemption directly under paragraph
1798(c) (2)(A).

III. CHANGES IN EXIs TINo Lw

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as
introduced, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, now matter is printed in italic, existing
law in which no change is proposed is shown in roman):
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TARIFF ACT OF 1930

TITLE II-FREE LIST

Sic. 201. That on and after the day following the passage of this
Act, except as otherwise specially provided for in this Act, the articles
mentioned in the following paragraphs, when imported into the United
States or into any of its ossessions (except the Virgin Islands,
American Samoa, Wake Isfand, Midway Islands, Kingman Reef,
Johnston Island, and the island of Guam), shall be exempt from
duty:

* * * * * * *

PAR. 1798.
* * * * * * *

(e) In the case of any person arriving in the United States who is a
returning resident thereof-

(1) all personal and household effects taken abroad by him or
for his account and brought back by him or for his account; and

(2) articles (including not more than one wine gallon of
alcoholic beverages and not more than one hundred cigars) ac-
quired abroad as an incident of the journey from which he is
returning, for his personal or household use, but not imported
for the account of any other person nor intended for sale, if de-
clared in accordance with regulations of the Secretary of the
Treasury, up to but not exceeding in aggregate value-

(A) [$200, if such person] $100 if such person arrives before
July 1, 1963 (or $200 if such person arrives on or after July 1,
1968), and he either arrives from a contiguous country which
maintains a free zone or free port (see subparagraph (d) of
this paragraph) or arrives from any other country after
having remained beyond the territorial limits of the United
States for a period of not less than forty-eight hours and in
either case has not claimed an exemption under this sub-
division (A) within the thirty days immediately preceding
his arrival; and

(B) [$300 in addition, if such person] $800 in addition,
if such person arrives on or ater July 1 1963 and he has
remained beyond the territorial limits of the United States
for a period of not less than twelve days and has not claimed
an exemption under this subdivision (B) within the six
months immediately preceding his arrival.



MINORITY VIEWS

The bill H.R. 6611 would reduce from $500 to $100 the amount of
goods that returning U.S. residents are allowed to bring into the
country duty free from abroad. This proposal was suggested by the
President in his message to the Congress of February 6, 1961, an( was
offered as a measure "to correct the basic payments deficit and achieve
Ion•er term equilibrium."

fisour conviction that this is the wrong solution to an ackn,,jA-
edged problem. Our balance-of-payments difficulties arise piftiarily
because of problems of liquidity in international holdings auid obliga-
tions and not as a consequence of any adverse balance. of trade. It
arises because of our Nation's position as the worlds banker and not
because of a position as a world trader or a wortl investor.

It is claimed that the bill would provide o ,eurb on the dollar flow
because of reduced tourist purchases av%'unting to a approximately
$150 million. This must be evaluated in the context of annual mer-
chandise exports of approximatejr $20 billion and merchandise im-
orts of approximately $15 bilboi. It should also be noted that the

gill does not touch the sizeble purchases of duty-free articles.
This bill would attempt to impair commercial transactions in an

area most advantageous to international understanding. We refer to
the fact that Zy imposing this limitation on American tourists return-
ing from abroad we are endeavoring to interfere in the people-to-
people relationships that have done so much to advance the American
cause in foreign countries by virtue of the "good neighbor" activity of
our private citizens. The bill would be of doubtful efficacy because it
is typical of tourist travel that the individual budgets himself and
allocates a total dollar expenditure among the thing that he desires
to do. If this bill restricts to any extent the articleshe brings back to
the United States, it is likely that he will still spend the same total
amount, but for other things. Thus, the net result will be a Govern-
inent meddling and interference in the opportunity for freedom of
choice in dollar allocations by our tourist citizens.

It is our judgment that this proposal is the last step that should be
taken instead of the first step in dealing with our balance-of-payments
position. This bill is a return to the late 19th century when the tour-
ist allowance was $100. Indeed, this legislative proposal suggests that
the 19th century may be the true vista of the NewlFrontier.
H.R. 6611 should not be approved. THOMAS B. CURTIS.

BRucE ALGER.
STEVEN B. DEROUNIAN.
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