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MISCELLANEOUS TARIFF BILLS, 1983-84
IDAY, OCTOBER 21, 1983

SUBOMMImTE ON INTERNATIONAL TRADE
OF THE COMMITTE oN FINANCE,

Wa8hitgton, D.C.

The subcommittee met, pursuant to notice, at 9:37 a.m., in room
SD-215, Dirksen Senate Office Building, Hon. John C. Danforth
(chairman) presiding.
Present: Senators Danforth, Chafee, Bentsen, Matsunaga, and
Mitchell.
Also present: Senator Wendell H. Ford and Senator Hugh Scott.
[The press release announcing the hearing and Senator Bentsen's
prepared statement follow:]
(1)
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Press Release No. 83-189
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FOR IMMEDIATE RELEASE

UNITED STATES SENATE

October 7, 1983

COMMITTEE ON FINANCE
Subcommittee on International
' Trade

SD-219 Dirksen Senate
Office Building

SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING O
MISCELLANEOUS TARIFF BILLS

Senator C. John Danforth (R., Mo.), Chairman of the
Subcommittee on International Trade, today announced that on
Friday# October 21, 1983, the Subcommittee will take testimony on
miscellaneous tariff bills pending before the Committee.
The hearing will commence at 9:30 a.m. in Room SD-215 of the
Dirkstn Senate Office Building.
The bills that may be the subject of either written or oral
testimony are listed below:
1. H.R.
H.R.

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

a. Section II1 (S. 702) would provide for the
reclassification of certain fabrics, articles,,and
materials, coated, filled, or laminated with rubber oz.
plastics, currently being imported under schedule 7
(specified products; miscellaneous and nonenumerated
products)', under the appropriate section in schedule 3
(Textiles).
b.
*

-

Section 112 (S. 756) would extend permanent, duty-free
treatment to warp knitting machines entered, or
Parts will also be
withdrawn, after June 30, 193.
extended duty-free treatment. It will also provide that
when the Column 1 (MFN) rate is reduced to a level at, or
below, that of the LODC rate then the LDDC rate will be
deleted.

c. Section 113 (S. 907) would amend the TSUS to clarify for
duty purposes the classification of certain imported
,gloves used primarily as work gloves.
d. Section 114 (S. 1423) would provide for an 8.5 percent ad
valorem duty on imported toys made of textile materials
for pets.
e. Section 121 (S. 847) would extend -the existing duty
suspension on crude feathers and down until June 30,
1987.
f. Section 122 (S. 1512, S. 1583) would provide for
of the current duty reduction on canned
continuation
€roed ef
c
g.Sect4on 123 (S. 1364) would extend the current suspension
of duty on certain textile fabrics used in the
manufacture of hovercraft skirts until June 30, 1986.
h. Section 124 (S. 37) would reduce the duty on certain
disposable surgical drapes and sterile gowns made of manmade fiber products.
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I.

Section 125 (t. 1372) would sus spend the duty on )XDA and
(m-Xylenediamine) and l,)-DAC (1,-is (aminomethyl)crclohexane)) for a period of 3 years until June 30,

J.

Section 126 .iS. 1266) would suspend the duty on the
chemical 4,4-91s (a#a-dimethyl benzyl diphenylaine) for
a period of 3 years until June 30# 1986.

k.

Section 127 (S. 1442) would suspend until 3une 30, 1996
the duty on flecainide acetate, a drug used to treat
heart arrhythmis.

1.

Section 128 (S. 1480) would temporarily reduce the duty
on imports of caffeine for a 2-yesr period beginning on
December 31, 1983, and extending to December 31, 1985.

m. Section 129 (S. 1505) would temporarily reduce the duty
on odd shaped or fancy watch crystals to the duty level
applicable to round crystals until June 30, 1986.
n.

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

o.

Section 131 (S. 583) would extend until June 30, 190,
the existing suspension of duties on power drive flat
knitting machines over 20 inches in width and parts for.
such machines.

p.

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

q.

Section 202 (S. 1409) would amend section 431 of the
Tariff Act of 1930 to provide for public disclosure of
certain manifest ,information on imports into the United.
States.

r.

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

s.

Section 204 (S. 1399) would amend the Tariff Act of 1930
by adding a new section seeking to prevent the
%exp6rtationof certain stolen vehicles, by establishing
civil penalties of $10,000 per each violation of imports
or exports of stolen self-propelled vehicles, yessels,
,aircraft, and parts thereof. A verification procedure
with approximate documentation would also be established
and failure to comply wuuld result in a civil penalty of
$500.

t.

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

u.

Section 211(b) (S. 1411) would amend section 15 of the
Foreign Trade Zones Act of 1934 to provide that tangible
personal property imported from outside the United
States, and held in a foreign trade zone for iny o~f
several enumerated purposes, and tangible personal
property if produced in the Uni'ted States and held in a
zone of exportation, would be exempt from State and local
ad valorem taxation.
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v. Section 212 (S. 1406) would provide for the duty-free
entry of a pipe organ for the Crystal Cathedral of Garden
Grove, California.
w. Section 213 (S. 1486) would provide for the duty free
reliquidation of certain entries of scientific equipment
for the use of the Ellis Fischel State Cancer Hospital of
Columbia, Missouri.
2. S. 221 would suspend until June 30, 1986 the duty on certain
minti feedstocks.
3. S. 230 would reclassify certain cordage products with the
result that higher rates of duty will be applicable to them.
4. S. 453 would impose a one-tenth of one cent duty on apple and
pear juice.
5. S. 526 would increase duties on honey imports.
6. S. 759 would reduce the rate of duty for certain fish netting
a1ndI ish nets.
7. S. 1123 would suspend until September 30, 1986 the duty on 2-

iethilt 4-chlorophenol.

.8.S. 1141 would reinstate, until June 30t 1986, the suspension
of duties on certain unwrought alloys of cobalt (TSUS item
911.90) that was in effect until June 30, 1983.
9. S. 1158 would accord duty-free treatment to imported water
chestnuts and bamboo shoots.
10. S. 1184 would increase from $250 to $1,000 the amount for
informal entry of goods.
11. S. 1265 would reduce the rate of duty for gut imported for
use in the manufacturer of surgical sutures.
S. 1296 would increase the rate of duty on imported roses.

12.

S. 1420 would authorize suspension of the rates of duty on

13.
'

semiconductors and computers.

%

14. S. 1476 would suspend until January I, 1986 the rate of duty
on 6-amino-l-naphthol-3-sulfonic acid.
15. S. 1477 would suspend until December 31, 1985 the rate of
duty on 2-(4-aminophenyl)-6-methylbenzothiazole-7-sulfonic
acid.
16. S. 1478 would suspend temporarily the rate of duty on B-

naphthol.

17. S. 1481 would suspend the rate of duty on sulfani)amide until
December 31, 1986.
18. S. 1482 would suspend the rate of duty on sulfaquinoxaline
until Decembpr 31, 1986,
19. S. 1483 would suspend the rate of duty on sulfaquanidine
until December 31, 1986.
20. S. 1484 would suspend the rate of duty on sulfamethazine
Uni Dtcember 31, 1986.
21.

1.
485 would suspend the duty on sulfathiazole until the
close of December 31, 1986.

22. S. 1507 would suspend until October 29, 1986 the entire rate
of duty on canned corned beef. (Compare H.R. 3398, section
122.)

5
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23. S. 1518 would impose a duty on tubeless tire valves.
24.

S. 1524 would suspend until December 31, 1985 the rate of
duty on parts of spindle motors suitable for computer memory
dis drives.

25. S. 1542 would increaqe the rate of duty on melamine.
26. S. 1636 would reclassify and increase the rate of duty
applicable to certain imported citrus products.
27. S. 1642 relates to the tariff treatment of certain telescopes
not
igned for.use with infrared light.
28. S. 1743 would suspend temporarily the rate of duty on certain
benzenoid chemicals (WA-125 and,14-125-chloride).
29. S. 1759 would extend until June 30, 1987 the current
suspension of duties on 4-chloro-3-methylphenol.
30. S. 1771 would extend the current temporary suspension of
duties on certain clock radios until September 30, 1987.
31. S. 1808 would require imported pipe, pipe fittings, and
cylinders to be marked permanently with their country of
origin.
32. S. 1845 would amend TSUS item 801.00 to provide that articles
reimported into the United States, if they previously entered
duty-free pursuant to provisions of the Caribbean Basin
Recovery Act or the Generalized System of Preferences, could
again enter duty-free.
33. S. 1886--would suspend for a three-year period the duty on a
certain chemical intermediate.
34. H.J. Res. 290 would permit auty-free entry of the personal
effects, equipment, and related articles of foreign
participants, officials, and other accredited members of
delegations to the Los Angeles Olympic Games.
Requests to testify--Witnesses who wish to testify at the
'hearing must submit a written request to Roderick A. Delrment,
Chief Counsel, Committee on Finance, Room SD-219, Dirksen Senate
Office Building, Washington, D.C. 20510, to be received no later
than noon on Monday, October 17, 1983. Witnesses will be
notified as soon as practicable thereafter whether it has been
possible to schedule them to present oral testimony. If for some
reason a witness is unable to appear at the time scheduled, he
may.file a written statement for the record in lieu of the
personal appearance. In such a case, a witness should notify the
Committee of his/her inability to appear as soon as possible.
Consolidated testimony,--Senator Danforth urges all witnesses
who have a common position or who have the same general interest
to consolidate their testimony and designate a single spokesman
to present their common viewpoint orally to the subcommittee.
This procedure will enable the subcommittee to receive a wider
expression of views than it might otherwise obtain. Senator
Danforth urges that all witnesses exert a maximum effort to
consolidate and coordinate their statements.
Legislative Reorganization Act.--Senator Danforth stated that
the Legtslative Reorganization Act of 1946, as amended, requires
all witnesses appearing before the Committees of Congress "to
file in advance written statements of their proposed testimony,
and to limit their oral presentations to brief summaries of their
argument."
witnesses scheduled to testify should comply with the
following rules:
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(1) All witnesses must submit written statements of their
testimony.
(2)Written statements must be typed on letter-size paper
(not legal size)and at least 100 Copies must be delivered
not later than noon on Thursda, October 20, 1983.
(3) All witnesses must include with their written statements
a sunary of the principal points included in the
statement.
(4) Oral presentations should be limited to a short

,discussion of principal points included in t

one-page

summary. Witnesses must not read their writteop
statements. The entire prepared statement will be
Included In the record of the bearing.

(5) No more than 5 minutes will'be allowed for the oral
su ary.
written statements.--Witnesses who are not scheduled to make
an oral presentation*.and others who desire to present their
.yiews to the subconittee, are urged to prepare a written
btstement for submission and inclusion in the printed recorO of
the hearing. These written statements should be typewritten, not
more than 25 double-spaced pages in length, and mailed with five
(5) copies to Roderick A. DeArmentr Chief Counsel, Committee on
Finance, Room SD-219, Dirksen Senate Office Building, 11ashington,
D.C. 20510, not later than October 31, 1983. On the Urst page
of your written statement,, please indicate the d&te and subject
of the hearing.
Witnesses should not submit written *statements ifthy
already have responded to previous Committee requests tor

comments on these n 11s.
P.R.
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Senator DAwmYOTH. We have some 15 bills that we are going to have
hearings on this morning, and there are some three and a half pages
of Witnesses. You have all been asked to observe time limits. 'our
statements will be incorporated in the record in full, so you don't
even have to take the time to ask that your statements be incorporated
in the record. They will be. I would ask all of the witnesses to please
adhere very strictly to the time limits.
I am going to try to refrain from asking questions, if I can, but we
may be submitting questions to you in the next few days to answer
in writing.
The first bill is S. 722, and Senator Ford is with us today,
STATEMENT OF HON. WENDELL H. FORD, U.S. SENATOR FROM
TRE STATE OF KENTUCKY
Senator FORD. Thank you, Mr. Chairman.
Mr. Chairman, I appreciate the opportunity to appear before your
subcommittee today in support of S. 722, legislation which Senator
Huddleston and I have introduced to exempt bicycle component parts
which are not reexported from the customs law exemption available to
merchandise in foreign trade zones.
This legislation has been introduced in response to an application by
Huffy Corp. for a foreign trade subzone at its manufacturing facility
in Celina, Ohio. The application if granted will seriously threaten the
bicycle parts industry in the Unite& States and result in the export of
many jobs to other countries.
As this subcommittee well knows, over the last 13 years Congress
has expressed a clear intent with regard to tariff rates on bicycles and
bicycle component parts. Tariff schedules have been written and revised so that the duty on component parts and manufactured bicycles
are roughly in balance.
The average duty rate on bicycles is 5.5 percent for lightweight
bicycles and 11 percent for all other bicycles, while the tariff on most
bicycle component parts is 13.3. These rates are balanced through a
series of duty suspensions which allow virtually every bicycle part not
manufactured in this country to be imported duty free.
Today, 42 percent by value of the parts which go into a bicycle
are imported duty free. If the application for a subzone is granted,
Huffy will be able to make an end run around our tariff laws and
will import 100 percent of its parts into the zone, assemble those parts
into a bicycle, and then bring that bicycle out of the zone at the lower
tariff rate established for finished bicycles. This will reduce the effective tariff rate on bicycle parts from 13.8 percent to 5.5. It will avoid
the tariff protection which Congress has established for those few
bicycle component parts which are still manufactured in this country.
Huffy now controls 40 percent of the domestic bicycle production
market. The second largest bicycle manufacturer, Murray Corp., has
approximately 80 percent of the domestic market.
If Huffy sets up a trade zone, Murray, in order to remain competitilve, would also have to seek and obtain foreign trade zone status.
The impact this would have on the domestic bicycle component manufacturifg industry I think is clear: The industry would be devastated,
and thousands of jobs would be exported from the United States to
Taiwan, Korea, and Japan.

8
This situation has been brought to my attention by Wald Manufacturing Co., a maker of bicycle component parts in Maysville, Ky.
Maysville is a small but delightful town, and Wald has been a major
employer there, with a work torce of as many as 400 workers in peak
production years. Today, average employment is down to 225. It the
Huffy subzone is granted, many of these jobs if not all will be lost to
foreign manufacturers.
Because Maysville is a small town, there are few alternative employment opportunities. These people will be sent to the unemployment lines .where they will likely remain for a long time.
Mr. Chairman, I support the use of foreign trade zones, and I believe they have generally been beneficial to the U.S. economy. In
recent years, however, as more and more manufacturing facilities
have switched to trade zone status, questions have been raised about
the exact impact they have on net domestic employment.
The House Ways and Means Committee shares this concern and
has requested the International Trade Commission and the Government Accounting Office to investigate the net impact foreign trade
zones have on the U.S. economy. Depending on the outcome of this
investigation legislation may be developed to provide more comprehensive standards for granting foreign trade zone status.
The bicycle component parts industry cannot wait for that study
to be completed and legislation enacted. If the Huffy application is
granted, it will be too late. The industry will be devastated, and thousands of jobs will be lost.
It is the responsibility of the Congress to step in and prevent that
unemployment by enacting S. 722. The House has already done this
in section 211 (a) of H.R. 3398, a miscellaneous trade bill. That section,
however, exempts bicycle component parts from the trade zone laws
for only a 3-year period. Of course, that won't be the answer if in 3
years the Huffy application is granted and unemployment is only
delayed.
Mr. Chairman, it would be unconscionable if Congress were to stand
by and abdicate its responsibility by allowing an office in the Commerce Department to make a decision that could devastate a domestic
industry: I urge your subcommittee to approve S. 722.
Mr. Chairman I have included with my written remarks an attachment that lists those parties who have filed comments on the Huffy
application with the Foreign Trade Zone Board. I have also included
a summary of their comments, and I request that they may be made
a part of the record.
Senator DANFORTm. They will be, Senator Ford. Thank you very

much. As always,,you were succinct.
1- Senator FoRD. Say somthing nice, will you, pleaseI
rLaughter.]
enator FORD. And, Mr. Chairman, I would like to file for the record
a statement by our distinguished colleague from Illinois, Senator
Dixon.
Senator DANFORTH. Thank you very much.
Senator Form. I thank the chairman for allowing me to appear before the subcommittee.
Senator DANFORTH. Thank you, Wendell.
[The prepared statement of Senator Wendell H. Ford and attachment, and Senator Dixon's statement follow :]
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STATEMENT OF SENATOR WENDELL H.FORD
IN SUPPQRT OF S. 722
BEFORE THE SENATE FINANCE COMMITTEE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OCTOBER

21, 1983

MR. CHAIRMAN, I APPRECIATE THE OPPORTUNITY TO
APPEAR BEFORE THIS SUBCOMMITTEE TODAY IN SUPPORT OF

S. 722, LEGISLATION WHICH SENATOR HUDDLESTON AND I
HAVE INTRODUCED TO EXEMPT BICYCLE COMPONENT PARTS WHICH
ARE NOT REEXPORTED, FROM THE CUSTOMS LAW

EXEMPTION

AVAILABLE TO MERCHANDISE IN FOREIGN TRADE ZONES$
THIS LEGISLATION HAS BEEN INTRODUCED IN RESPONSE
TO AN APPLICATION BY HUFFY CORPORATION FOR A FOREIGN
TRADE SUBZONE AT ITS MANUFACTURING FACILITY IN
CELINA, OHIO,

THE APPLICATION

IF GRANTED, WILL

SERIOUSLY THREATEN THE BICYCLE PARTS INDUSTRY IN THE
UNITED STATES AND RESULT IN THE EXPORT OF MANY JOBS
TO OTHER COUNTRIES.
AS THIS SUBCOMMITTEE KNOWS, OVER THE LAST 13 YEARS
CONGRESS HAS EXPRESSED A CLEAR INTENT WITH REGARD TO THE
TARIFF RATES ON BICYCLES AND BICYCLE COMPONENT PARTS.
TARIFF SCHEDULES HAVE BEEN WRITTEN AND REVISED SO THAT
THE DUTY ON COMPONENT PARTS AND MANUFACTURED BICYCLES
ARE ROUGHLY IN BALANCE,

THE AVERAGE DUTY RATE ON BICYCLES

10

IS 5VA FOR LIGHTWEIGHT BICYCLES ANI'

11% FOR ALL OTHER

BICYCLES WILE THE TARIFF ON MOST BICYCLE COMPONENT
PARTS IS

13,3%,

THESE RATES ARE BALANCED THROUGH A

SERIES OF DUTY SUSPENSIONS WHICH ALLOWS VIRTUALLY V&i.R-9E/*.A
BICYCLE PART NOT MANUFACTURED IN THIS COUNTRY TO BE
IMPORTED DUTY FREE$

TODAY

WHICH GO INTO A BICYCLE,

42%,

OF THE PARTS

BY VALUE,

ARE IMPORTED DUTY FREE,

IF THE APPLICATION FOR A SUBZONE IS GRANTED, HUFFY
WILL BE ABLE TO MAKE AN END RUN AROUND OUR TARIFF LAWS
AND WILL IMPORT 100% OF ITS PARTS INTO THE ZONE,
THOSE PARTS INTO A BICYCLE,

ASSEMBLE

AND THEN BRING THAT BICYCLE

AT THE LOWER TARIFF RATE ESTABLISHED

OUT OF THE ZONE

FOR FINISHED BICYCLES.

THIS WILL REDUCE THE EFFECTIVE

TARIFF RATE ON BICYCLE PARTS FROM

13.3%

TO

5,5%, IT

WILL AVOID THE TARIFF PROTECTION WHICH CONGRESS HAS
ESTABLISHED FOR THOSE FEW BICYCLE COMPONENT PARTS WHICH
ARE STILL MANUFACTURED IN THIS COUNTRY,
HUFFY NOW CONTROLS
PRODUCTION MARKET.
MANUFACTURER --

30%

40%

THE SECOND LARGEST DOMESTIC BICYCLE

MURRAY CORPORATION --

OF THE DOMESTIC MARKET.

SUBZONE,

OF THE DOMESTIC BICYCLE

HAS APPROXIMATELY

IF HUFFY SETS UP A TRADE.

IN ORDER TO REMAIN COMPETITIVE,

MURRAY WOULD

ALSO HAVE TO SEEK AND OBTAIN FOREIGN TRADE SUBZONE STATUS.
THE IMPACT THIS WOULD HAVE ON THE DOMESTIC BICYCLE
COMPONENT MANUFACTURING INDUSTRY IS CLEAR.

THE INDUSTRY

WOULD BE DEVASTATED AND THOUSANDS OF JOBS WOULD BE EXPORTED
FROM THE UNITED STATES TO TAIWAN,

KOREA AND JAPAN.
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-3THIS SITUATION HAS BEEN BROUGHT TO MY ATTENTION
By WALD MANUFACTURING COMPANY, A MAKER OF BICYCLE
COMPONENT PARTS IN MAYSVILLE, KENTUCKY.

MAYSVILLE IS

A SMALL TOWN AND WALD HAS BEEN A MAJOR EMPLOYER THERE
WITH A WORK FORCE OF AS MANY AS
PRODUCTION YEARS.

225.

400

WORKERS IN PEAK

TODAY, AVERAGE EMPLOYMENT IS DOWN TO

IFTHE HUFFY SUBZONE IS GRANTED, MANY OF THESE

JOBS, IF NOT ALL, WILL BE LOST TO FOREIGN MANUFACTURERS.
BECAUSE MAYSVILLE IS A SMALL TOWN,

THERE ARE FEW

ALTERNATIVE EMPLOYMENT OPPORTUNITIES.

THESE PEOPLE WILL

BE SENT-TO THE UNEMPLOYMENT LINES WHERE THEY WILL LIKELY
REMAIN FOR A LONG TIME,
MR. CHAIRMAN, I SUPPORT THE USE OF FOREIGN TRADE
ZONES AND I BELIEVE THEY HAVE GENERALLY BEEN BENEFICIAL
TO THE UNITED STATES ECONOMY.

IN RECENT YEARS. HOWEVER,

AS MORE AND MORE MANUFACTURING FACILITIES HAVE SWITCHED
TO TRADE ZONE STATUS, QUESTIONS HAVE BEEN RAISED ABOUT
THE EXACT IMPACT THEY HAVE ON NET DOMESTIC EMPLOYMENT$
THE HOUSE WAYS AND MEANS COMMITTEE SHARES THIS CONCERN
AND HAS REQUESTED THE INTERNATIONAL TRADE COMMISSION
AND THE GOVERNMENT ACCOUNTING OFFICE TO INVESTIGATE THE
NET IMPACT FOREIGN TRADE ZONES HAVE ON THE U, S. ECONOMY.
DEPENDING ON THE OUTCOME OF THIS INVESTIGATION,

LEGISLATION

MAY BE DEVELOPED TO PROVIDE MORE COMPREHENSIVE STANDARDS
FOR GRANTING FOREIGN TRADE ZONE STATUS,

28-805 0 - 84 - 2
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-4THE BICYCLE COMPONENT'PARTS INDUSTRY CANNOT WAIT
FOR THAT STUDY TO BE COMPLETED AND LEGISLATION ENACTED.
IF THE HUFFY APPLICATION IS GRANTED, IT WILL BE TOO LATE;
THE INDUSTRY WILL BE DEVASTATED AND THOUSANDS OF JOBS
LOST,
IT IS THE RESPONSIBILITY OF CONGRESS TO STEP IN

AND PREVENT THAT UNEMPLOYMENT BY ENACTING S. 722,
HOUSE HAS ALREADY DONE THIS IN SECTION 211(A) OF
A MISCELLANEOUS TRADE BILL,

THE

H,R, 3398,

THAT SECTION, HOWEVER,

EXEMPTS BICYCLE COMPONENT PARTS FROM THE FOREIGN TRADE
ZONE LAWS FOR ONLY A THREE-YEAR PERIOD,

OF COURSE,

THAT WON'T BE AN ANSWER IF, IN THREE YEARS, THE HUFFY
APPLICATION IS GRANTED AND UNEMPLOYMENT IS ONLY DELAYED.
MR. CHAIRMAN, IT WOULD BE UNCONSCIONABLE IF CONGRESS
WERE TO STAND BY AND ABDICATE ITS RESPONSIBILITIES BY
ALLOWING AN OFFICE IN THE COMMERCE DEPARTMENT TO MAKE A
DECISION THAT COULD DEVASTATE A DOMESTIC INDUSTRY.
URGE YOUR SUBCOMMITTEE TO APPROVE So

I

7221

I HAVE INCLUDED WITH MY WRITTEN REMARKS AN ATTACHMENT
THAT LISTS THOSE PARTIES WHO HAVE FILED COMMENTS ON THE
HUFFY APPLICATION WITH THE FOREIGN TRADE ZONE BOARD.

I HAVE ALSO INCLUDED A SUMMARY OF THEIR COMMENTS AND I
REQUEST THAT THIS BE MADE A PART OF THE HEARINGS RECORD.
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Statement of Senator Alan J. Dixon
Friday, October 21, 1983

BICYCLE MANUFACTURING
A DOMESTIC INDUSTRY WORTH SAVING
Mr. Chairman, as a cosponsor of S. 722, I am grateful to
the Committee for conducting hearings on H.R. 3398 and the
companion Senate bills.
Of particular interest to my state is the exemption of
bicycle component parts, which are not reexported, from the
exemption which is otherwise available to merchandise in foreign
trade zones.
The Huffy Corporation applied to the Foreign Trade Zone
Board for foreign trade subzone status.
bicycle manufacturer in this country.
share of the domestic market.

Huffy is the largest
That company has a 42%

It has increased its ,market share

in recent years, and, in my opinion, has little need for a
government-granted advantage over its competitors.
The domestic bicycle parts industry has already suffered
from foreign competition.
imported.

Currently 67% of these parts are

There are only 26 domestic parts companies left in

the United States.

For the record, I would like to submit a

list which was provided by the Cycle Parts and Accessories
Association, listing the parts manufacturers which are remaining,
$I4.S)S.ow
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and the states in which they are located. My state of Illinois
has. four companies stll.,operating.
Of particular concern to me is the Roadmaster Corporation
in Olney, Illinois.

The company currently employs 800 persons.

It is a small manufacturer of bicycles, but it is the major
employer in Richland County, Illinois, whose unemployment rate in
August was 16.7%.

According to company officials, if the Huffy

application is accepted, and this legislation is not enacted,
Roadmaster Corporation would be severely impacted and would be
forced to close its doors.

It would also mean the total demise

of the few remaining bicycle parts manufacturers in this country.
I am pleased that Robert Zinnen from Roadmaster Corporation
is here today.

I know that his testimony will be helpful to

the committee in its consideration of this bill.
Last August, I wrote to Senator Moynihan and Senator Heinz,
encouraging support for this legislation.

I believe it is of

particular interest since New York and Pennsylvania both have
bicycle parts manufacturers.
I visited the Roadmaster Corporation in Olney, Illinois
during the August recess.

It is a thriving business, but cannot

remain so unless we enact this bill.
The Foreign Trade Zone program was intended to provide an
incentive to create jobs in this country.

Yet, I believe if

the Huffy application is approved, and this exemption is not
enacted, the opposite will result.
I join Senators Ford and Huddleston in requesting your
favorable consideration of S. 722.
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DOMESTIC BICYCLE PARTS MANUFACTURERS
PENNSYLVANIA - 2

Carlisle Tire and Rubber Co.
P.O. Box 99

Carlisle, Pennsylvania 17013
National Bearings Company
Manheim, Pike and Flory Mill Road
P.O. Box 4726
Lancaster, Pennsylvania 17604
NEW YORK --1
Elrae Industries, Inc.
11035 Walden Avenue
Alden, New York 14004

ILLINOIS

4

Amerace-Emconite Division

3445 North Kimball Avenue
Chicago, Illinois 60618

Excel, Inc.
9362 West Grand Avenue
Franklin Park, Illinois 60131
Stewart-Warner Corporation
1826 Diversey Parkway

Chicago, Illinois 60614
Ti Sturmey-Archer of America, Inc.
1014 Carolina Drive
West Chicago, Illinois 60185

INDIANA

-

5

ABS Industries, Inc.
2100 Goshen Road, Suite 237
Fort Wayne, Indiana 46808
The Bendix Corporation
Bicycle & Ignition Components Division
401 Bendix Drive
P.O. Box 4001

South Bend, Indiana
Ohio Rod Products
P.O. Box 416
Versailles, Indiana 47042
South Bend Forge
P.O. Box 4220
South Bend, Indiana 46634

16
"2Sun Metal Products, Inc.
P.O. Box 1508
Warsaw, Indiana 46580
OHIO

-

4

Ashtabula Forge
4212 Ann Avenue
Ashtabula, Ohio
Colfor, Inc.
P.O. Box 485
Malvern, Ohio 44644
Persons-Majectic Mfg. Co.
Faulhaber Division
21 Hamilton Street
Monroeville, Ohio 44847
ABS Industries, Inc.
P.O. Box 630
Willoughby, Ohio 44094
WISCONSIN - 1

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

2

-

American Cycle Systems, Inc.
1449 Industrial Park Street
Covina, California 91722
The J.C.I. Agency
904 South Nogales Street
City of Industry, California 91744
CONNECTICUT

-

2

Hartford Bearing Co.
951 West Street
Rocky Hill, Connecticut 06067
Mesinger Manufacturing Co.
Durant Avenue
Bethel, Connecticut 06801
KENTUCKY - 1
Wald Manufacturing Co., Inc.
P.O. Box 10
Maysville, Kentucky 41056

17
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FLORIDA-

1

Hunt-Wilde Corp oration
Pan American Plastics Division
2835 Overpass Road
Tampa, Florida 33615

OREGON - 1
Kool-Stop Safety Brake
P.O. Box 1304
Lake Grove, Oregon 97034
TENNESSEE - 2
Thun, Inc.
Clarksville, Tennessee
Troxel Manufacturing Co., Inc.
Moscow, Tennessee 38057

18
Senator DAWFORTH. On 722, we have five witnesses who will appear
as a panel: Mr. Pawsat, Mr. Zinnen, Mr. O'Reilly, Mr. Lane, and Mr.

O'Connor.

Mr. Pawsat.
STATEMENT OF CARLTON P. PAWSAT, PRESIDENT,
WALD MANUFACTURING, KAYSVILLE, KY.

Mr. PAWSAT. Mr. Chairman, we have been allowed, as I understand
it, 21 minutes for two witnesses. If we may, we will have two witnesses, 2 minutes for each, and then we would like to hold a minute for
rebuttal.
Senator DANPORTH. Well, I would appreciate it if the for-side would
take 5 minutes and if the against-side would take 6 minutes.
Mr. PAWSAT. OK. Our witnesses, then, will be Tim O'Reilly for the
bicycle parts industry, and Bob Zinnen for the bicycle manufacturers
who are opposing the Huffy trade zone application. The first witness
will be Mr. Zinnen, vice president of Roadmaster.
Senator DAwmOm. All right.
[The prepared testimony of Carlton P. Pawsat follows:]
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I.

INTRODUCTION
My name is Carlton Pawsat, President of Wald

Manufacturing Company, Inc.

I appreciate the opportunity to

testify in support of section 211(a) of H.R. 3398 and of
S. 722.

These bills are of vital concern to our company,

our employees, and our industry.
Wald manufactures bicycle parts in Maysville,
Kentucky.

We have been in business since 1905 and in Maysville

since 1924.

We are a small business in a rural community.

Our operations, equipment, and plant facilities are modern.
Because our only business is bicycle parts, our company's
survival and our employees' jobs are solely dependent on the
survival of the domestic bicycle parts industry.

Our industry

is threatened by an application to the Foreign-Trade Zones
Board for a manufacturing subzone at Huffy Corporation's
Celina, Ohio plant, FTZ Docket No. 17-P2.
In the past decade, the bicycle parts industry has
been seriously eroded.

A combination of increased importation

of bicycle parts, the recessionary economy, and the strong
dollar overseas have depressed our industry and our company.
Wald's employment has, as a result, dropped from over 400
employees working overtime in 1973-74 to approximately 225
today, working a 4-day week for the most part of 1980, 1981,
and 1982.

Our industry has always had its ups and downs;

however, we feel we can again survive until better times,
unless the Huffy Corporation is granted this subzone.
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II.

TARIFFS ON IMPORTED BICYCLES AND PARTS ARE BALANCED.

Huffy does not seek to increase exports through
its subzone.

Instead, it seeks to avoid tariffs on those

parts which are subject to duty if imported. Presently, 422
of the dollar volume of imported parts come into this country
duty free through the duty suspension bill.

The remaining

imported parts are subject to tariffs, most of which are
13.3% declining to 10% by 1987.

In comparison, the tariffs

on imported bicycles are 5 1/2% for lightweight bicycles and
11% on most other imported bicycles. Because of the tarifffree status of 42% of imported parts (by dollar volume), a
fair balance exists between the average tariffs on imported
bicycles and the average tariffs on imported parts.
is,

That

the tariff on imported bicycles is virtually the same,

on average, as that on bicycle parts imported for assembly
in the U.S. into a bicycle.
III.

THE HUFFY SUBZONE WILL DESTROY THIS BALANCE.
Because only those parts which are available from

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

HUFFY'S SUBZONE WILL DESTROY THE DOMESTIC BICYCLE
PARTS nTSTRY.
Huffy cannot deny that the primary purpose of the

subzone application by Huffy is to avoid tariffs on imported
parts which go into bicycles Huffy produces for domestic
-2-
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consumption. This avoidance will occur as a result of
assembly in the subzone of imported parts into finished
bicycles.

When those bicycles leave the subzone into our

economy, Huffy will pay the duty rate for bicycles, which,
for the most part, carry a much lower duty rate than the
established rate for imported parts.

The subzone will allow

Huffy to pay the bicycle rate (5 1/2% or 11%, depending on
bicycle type) rather than the imported parts rate (most in
the range of 13%) on all of its imported parts, resulting in
a unilateral reduction of over 50% in the amount of tariff
duty Huffy pays.

Huffy's application states that this

reduction in duty "could range as high as $2,400,000 per
year" (and we believe this estimate to be low).
reduction is a direct loss to U.S. revenues.

This duty

Moreover,

every penyHuffy saves in tariffs will come out of the
hides of domestic bicycle parts manufacturers.
Huffy will have no incentive to make or buy domestically
manufactured bicycle parts. Huffy is this-country's largest
manufacturer of bicycles, with a domestic production share
of 40%.

The second largest bicycle manufacturing company,

which enjoys over 30% of the domestic bicycle production
market, will be forced to make the same move for a subzone
in order to stay competitive.

As a result, the U.S. bicycle

parts market will shrink to nil.

Smaller U.S. bicycle

manufacturers who cannot qualify for or support the cost of
a subzone will not be able to remain competitive and will be
forced out of business.
-3-
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V.

THE HUFFY SUEZONE WILL DESTROY BETWEEN 2,00 AND
10,000 U.S. JOBS.The domestic bicycle parts industry employs over

2,00 U.S. workers.

Additionally, our industry sources its

materials domestically.

The domestic bicycle industry
Companies from

employs approximately 8,000 U.S. workers.

both industries oppose the Huffy subzone and support these
bills because they realize that the two industries' destinies
are mutually dependent.
Both industries are very competitive, depressed,
and import sensitive.

Bicycle manufacturers have lost 25%

of their market to imports.

Bicycle parts manufacturers

have lost 67% of their market to imports.

Loss of any

additional market share threatens our industry's survival.
In recognition of these facts, 12 U.S. parts manufacturers
and 8 U.S. bicycle manufacturers, as well as two foreign
trade zone operators have filed in opposition to Huffy's
application.

Only one parts manufacturer and no bicycle

manufacturer or foreign trade zone operator has filed with
the Board in support of the Hffy application.
VI.

CONGRESSIONAL ACTION IS NEEDED TO PREVENT THIS

ISUSOP' TN FOREIGN-TADE ZCORES ACT.

Subzones have never been authorized by Congress.
Instead they have come about by regulations.

Those regulations

do not establish any criteria for establishment of a subzone
other than that a subzone "may be authorized if the Board
finds that existing...zones will not serve adequately the
convenience of commerce.... " Regulations establishing
-4-

criteria have been proposed for comment but have not been
finalized. The legislative intent behind the Foreign-Trade
Zones Act was to expedite and encourage foreign trade,
thereby stimulating the U.S. economy and domestic employment.
However, as applied to the bicycle parts industry, the Huffy
subzone would be counterproductive. According to the ForeignTrade Zones Board itself, only 33% of the goods currently
entering zones and subzones is of domestic origin; and only
30t of the goods shipped out of the zones are exported.
Thus, 70% of these goods are foreign imports into the United
States.
Through its subzone application, Huffy is attempting
to subvert the intent of Congress with regard to the purpose
of the Foreign-Trade Zones Act and to upset the delicate
balance which this Committee has enforced regarding tariffs
on bicycle parts.

The proceeding before the Foreign-Trade

Zones Board is an openly calculated attempt to avoid the
tariffs on bicycle parts and is an abuse of that process.
VII.

THIS LEGISLATION WOULD NOT PREVENT HUFFY'S USE
OF A SUBZONI TOR VMLE ENDS: INCREAE OF EXORTS.
The bills pending before this Subcommittee would

allow Huffy to use a subzone for re-export purposes.

Thus,

if Huffy truly wishes to increase exports, it can do so with
this legislation in force.
However, despite statements in their application
about plans to increase exports, Huffy does not truly intend
to do so.

They have admitted as much before the House
-5-
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Comittee on Ways and Means, and their presence here today
in opposition to these bills is further proof of their true
intent:

tariff avoidance.
The devastating impact which a Huffy subzone would

have on domestic bicycle parts manufacturers, without legislative relief, is all the more ironic in light of Huffy's
own statements that subzone approval "is really not something
that will make or break us..." (statement by Huffy General
Counsel Bob Wieland as reported in The Daily Standard on
May 16, 1983, per copy attached as Exhibit I).

Approval

will "break" many domestic bicycle parts manufacturers and
may force smaller domestic bicycle manufacturers out of
business.

Destruction of these typically small businesses

to provide an incremental advantage to the dominant firm in
the industry simply makes no sense.
Moreover, Huffy Corporation doesn't need to back
the domestic parts manufacturers in a corner for corporate
gain, as they are already in a sound business position.

In

fact, Huffy's fourth quarter ending June 24, 1983, was
reported in Barron's as "the most profitable quarter in the
Company's history."

(See Exhibit II attached.)

For this

period, earnings before nonrecurring charges were $3,046,000.
These earnings "do not reflect any of the benefits that will
be realized from the bicycle plant consolidation that occurred
in fiscal 1983."
April 14,

1983,

According to Huffy's news release of
(.ee Exhibit III), the closing of their

Ponca City, Oklahoma, plant and consolidation of activities
-6
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at their Celina, Ohio plant will bring about an estimated
annual fixed cost savings of $4 million.
S. 722 AND SECTION 211(a) OF H.R. 3398 WOULD PREVENT
4ISUS9 OF SUBZONE STATUS BY HUFFY.

VIII.

S. 722 and Section 211(a) of H.R. 3398 differ only
in that Section 211(a) "sunsets" on June 30, 1986.

While we

prefer S. 722 as a final solution to this problem for our
industry, we believe that, if Congress feels a sunset date
should be enacted, the June 30, 1986, date is an appropriate
one.

The House Ways and Means Committee chose June 30,

1986, so that a permanent exemption can be studied at tfn
same time that the bicycle and bicycle parts tariff schedules
are due to be reviewed by Congress.

Therefore, full hearings

on the impact of imports on the bicycle and bicycle parts
industries will be held prior to that date.

Also, both the

Irternational Trade Commission and the General Accounting
C office are investigating foreign trade zones and will report

to the House Ways and Means Committee next year prior to
oversight hearings which that Committee intends to conduct
in order to review possible abuses of the zones privilege.
The House Trade Subcommittee has stated that it intends to
hold oversight hearings once those investigations have been
completed.
IX.

SUMMARY.
In summary, we urge your support of S. 722 and

Section 211(a) of H.R. 3398 to give our Company, our employees,
and our industry a fighting chance for survival.

-7-
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HUFFY ANOUNCES
BICYCLE PLANT CONSOLIDATION
AND GAIN ON SALE OF WEST COAST PROPERTY

1Xa
O@vion.P.O.Oboxo4UM
Phone

(SMiUM2

Dayton, Ohio, April 14, 1983 - Huffy Corporation announced today the sale
of its Azusa, California property for approximately $5.1 million, resulting
in an after-tax gain on the sale of approximately $2.8 million. Huffy also
announced that It plans to close its Ponca City, Oklahoma bicycle plant and
move the majority of the machinery and equipment to the Company's Celina,
Ohio bicycle production facility. The estimated cost of closing the plant
and moving the machinery and equipment is $4.4 million on an after-tax
basis. The sale of the California property, as well as the closing of the
Oklahoma plant and the related movement of equipment, will be reflected in

the Company's fourth quarter results.
With respect to the bicycle plant consolidation, Harry A. Shaw III, President
and Chief Executive Officer, stated, "It was a most difficult decision to
close our Oklahoma plant in light of the effects ithas on our dedicated
employees and the Ponca City community which has been very supportive.
However, this action is necessary to enable the Company to operate more
efficiently in the future.

We estimate that approximately $4 million of
annual fixed costs will be eliminated because of the plant consolidation.
A major factor inreaching the decision to close the Oklahoma plant was the
significant increase inthe production capability which has occurred at our

29

Colim, Ohio facility over the pest three to four yers. Increased
productivity thrtugh robotics and other mnufacturing efficiencies
implemented since 1979 combined with the transfer of equipment from our
Oklahoma plant will enable us to close the Oklahoma operation with only
minimal effect on our total 'overall bicycle producing capblities.'
Mr. Shaw continued by saying* 'We believe that we have dealt with the
problem that contributed to our operating losses over the past year in
a manner that will benefit the Company and our shareholders over the long
term. We have restructured our bicycle business so that we can reduce
overall operating costs and at the sum time meet the growing dends of
the U.S. bicycle market. Weere well positioned to serve the mess
merchants with our Huffy(R)brand and private label bicycles. Huffy(R) Is
the leading brand name in the U.S. by a better than 2 to 1 mrgin. we are
also well positioned to serve the requirements of the specialty bicycle
shops with our well known Raleigh(R)brand bicycles.0
Mr. Shaw added,, Our other businesses, Juvenile products and physical
fitness/sporting goods, are also well positioned to meet the expected
high growth in their respective markets. Gerico, Inc., our newest addition,
is a leading manufacturer in the juvenile products market under the popular
Gerry(R) brand name. Our physical fitness/sporting goods business is
continuing to grow as a result of the introduction of new products, Including weight benches, rowing machines and a new line of exercise bicycles.*
In conclusion, Mr. Shaw stated, 'Although the current econoq har had a
significant impact on Huffy Corporation, we remain financially strong and
well positioned in businesses which we believe will have good future growth.
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In planning for this growth wt recently restructured our sources for

short term borrowings by consua.iting a seven year $40 million credit
agreement with our major lenders: Security Pacific National Bank,
Citibank. N.A., Union Bank (Los Angeles, California), and Winters National
Bank and Trust Company (U4yton, Ohio).

This agreement replaces the majority

of our short term open lines of credit. At the present time we are not
borrowing under this new credit agreement, but it provides a vehicle to
finance our future working capital needs and any acquisition opportunities
which may oc;ur as the Company expands and grows.'

Barry J. Ryan
Treasurer
/Am
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STATEMENT OF ROBERT 0. ZINNEN, VICE PRESIDENT,
ROADMASTER CORP., OLNEY, ILL.
Mr. ZiNNEN. Good morning, Mr. Chairman.

I am the executive vice president and an owner of Roadmaster Corp.
Roadmaster's president is the chairman of the Bicycle Manufacturers
Association. Our company is located in Olney, Ill., where we are
engaged in the manufacture of a full line of quality American bicycles.
Wi employ approximately 1,300 people in a county where the current unemployment rate is approximately 20 percent.
I am here to testify in support of S. 722. And I might mention that
Senator Percy-probably well-known to you-has introduced S. 1977,
which is a companion bill to the bill that passed the House.
My comments have already been very ably made by Senator Ford of
Kentucky. I don't wish to accumulate the record, because I know that
succinctness is something that you seek in your day-long hearings here.
I will only say that we have opposed Huffy's application for a subzone, and vigorously, and we intend to continue our pursuit and our
resistance of their attempt.
We are a distant third largest manufacturer in this industry. It's a
unique industry, and we take a long-term view of our industry, and we
wish to see the continuance of a viable domestic parts industry, as well
as a bicycle industry. They are both linked together. They either go
together, or they fall together.
_We don't want bicycles to go the way of many other American
industries; destroyed by foreign imports.
With that, I conclude my remarks and pass the microphone over to
Mr. O'Reilly.
[The prepared statement of Robert 0. Zinnen follows:]
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SUMMARY OF TESTIMONY

OF
ROBERT 0. SINNEN,

EXECUTIVE VICE-PRESIDENT

ROADMASTER CORPORATION

Roadmaster Corporation favors passage of S. 722
because without it, Huffy would have unfair competitive
advantage over smaller U.S. bicycle manufacturers.
The real advantage to Huffy is 6-8%, not only
2% posited by Huffy.
Granting the subzone would subvert the purpose of
the foreign trade zones intended by Congress to benefit
exports.
The loss of U.S. jobs would be significant.
Passage of S. 722 will still give Huffy entitlement if and when it exports.
Free trade should be a two way street.
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Mr. Chairman and Members of the Committee, I am
Robert 0. Zinnen, and I am Executive Vice-President and
owner of Roadmaster Corporation.

Roadmaster's President is

Chairman of the Bicycle Manufacturers Association.

Our

company is located in Olney, Illinois where we are engaged
in the manufacture of a full line of quality, American
bicycles.

We employ 1300 employees in a county where the

current unemployment rate approximates 20%.

I am here to

testify in support of S. 722, a bill which would amend the
Foreign-Trade Zones Act to exempt bicycle component parts,
not exported, from the exemption from the customs laws
otherwise available to merchandise in foreign trade zones.
We have gone on record with the Department of
Commerce in opposition to the application by Huffy Corporation
for foreign subzone status for its Celina, Ohio bicycle and
bicycle parts manufacturing and assembly facility, as have
several other smaller bicycle manufacturers such as Spiral,
Scorpion, Columbia, Ross, and Schwinn.

We have also supported

H.R. 657, the companion bill of S. 722, which has already
passed the House of Representatives in the form of section
211(a) of H.R. 3398.

Passage of S. 722 would nullify the

disastrous effects a free trade subzone at the Huffy Celina,
Ohio plant would have on remaining U.S. bicycle and bicycle
parts industries.
The United States bicycle industry is already
polarized, being dominated by two giants, Huffy Corporation
with 42% of the market, and Murray, Ohio with 35%.

A number

84
of smaller manufacturers share the remainder of the U.S.
market, and Roadmaster is one of these.
Huffy and Murray enjoy economies of scale and,
therefore, lower costs than any of the remaining manufacturers.
This is not to say that smaller manufacturers are inefficient.
Our facility is a 720,000 square foot single level, modern
plant with state of the art technology.

Our quality and

consistency of manufacture are the best in the world.

I

only refer to Huffy and Murray having lower costs because of
the economies associated with their size, not because of
In this most recent recession,

technology or efficiency.

the U.S. bicycle market has dropped from 9 million units in
1979 to 5.2 million units in 1982, a reduction of 43%.

Both

of these giants because of their lower cost structures, have
maintained their share of market by dropping prices below
our cost levels and a question remains as to whether in some
cases below their own costs.

In fact, Huffy, the largest

bicycle manufacturer in the world, has actually increased
market share during this recession by their questionable
pricing measures.
These practices have brought several of the smaller
manufacturers with higher cost structures to a battle for
survival.

Any further advantage given either of these

giants in our industry would destroy the smaller manufacturers.
We would not be able to survive a Huffy foreign trade subzone.
In its application for the foreign trade subzone, Huffy
states that the granting of the subzone status would enable
-2
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them to drop their prices by 2%.

We maintain the advantage

is a multiple of that, at least 6%, and it could be as high
as 8%.
Unless S. 722 is passed, the inevitable result of
a Huffy subzone would be the closing down of the small
bicycle manufacturers and of the entire bicycle parts industry.
Closing our doors with the resulting unemployment of 1300
employees would be devastating to the economy of Richland
The current high unemployment

County in southern Illinois.

rate would sharply rise at terrible social costs to our
community.

Closing our doors would have a similar effect on

our suppliers, the bicycle parts manufacturers, who would
not only lose Roadmaster as a customer, but would lose Huffy
which can use the subzone to avoid the current tariffs on
imported bicycle component parts.

If Huffy succeeds in its

subzone application, we expect that Murray will follow
thereafter.

Thus, the domestic bicycle parts manufacturers

will lose both Huffy and Murray to offshore manufacturers,
in effect exporting 7,500 additional United States jobs.
There is no question that Huffy's intention is to
use the foreign trade subzone to avoid paying the current
duty on imported bicycle components which will be assembled
ilito bicycles to be sold in the domestic market.

The

legislative intent behind the creation of foreign trade
subzones was to stimulate exports.

In this instance, the

foreign trade subzone will be used not to stimulate exports
but to avoid paying the tariff which/has been set as a
result of the multilateral trade negotiations.
-3
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Congress has

a6
already suspended the duty on components that are not manufactured in the United States.

The subzone will allow Huffy

to go beyond the intent of Congress regarding inhe purpose of
foreign trads zones and to upset the delicate balance which
Congress has established regarding imported bicycles and
imported components.

It is incumbent upon Congress to

prevent this abuse of an administrative process to circumvent
our tariff laws.
S. 722 simply requires Huffy to continue to pay
the existing duty on components they import.

If Huffy has

any intention of using this subzone for export, this bill
would not require Huffy to pay duty on components that are
actually re-exported.

In this manner, Congress can maintain

the current tariff balance and yet encourage the use of a
subzone for exports in accordance with its legislative
intent.
While S. 722 is not as satisfactory as not granting
the subzone at all, you would at least maintain the current
precarious state of the domestic industry including both
bicycle manufacturers and component manufacturers.

It would

not give additional advantage to the giants, Huffy and
Murray, and would give the smaller manufacturers in uur
industry a chance to survive.
We at Roadmaster Corporation strongly believe that
the burden of proof should be on the Huffy Corporation to
establish that granting of the application will not result
in a net loss of domestic employment.

Similarly, the

application for the subzone should not be granted unless
-4-
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Huffy can also show that new jobs created by the grant are
not simply being transferred to CeliIva from areas such as
Olney.

Finally, Huffy should be required to show the net

benefits to them from granting the application will exceed
the net detriment to other bicycle manufacturers and parts
manufacturers.

This would include providing the mathematics

of the alleged 2% price drop.
We at Roadmaster are confident in the future of
the domestic bicycle industry in the United States.

Under

certain conditions we see a place for ourselves and other
smaller manufacturers.

Under the current tariff arrangement,

we feel that we can continue to grow and become a vital part
of that industry.

But if the largest bicycle manufacturer

gains an advantage through avoidance of tariffs, we have no
future.

The current tariffs on bicycle parts are already

being reduced over a period of time through 1987.

Huffy

does not need the additional advantage it would get by
avoiding even that tariff through the subzone status.
For these reasons, we strongly urge your passage
of S. 722 which is vital to the preservation of a domestic
bicycle and bicycle parts industries and the many jobs they
provide.
• In conclusion, I would like to state that free
trade should not be a one way street.

Duty rates for bicycles

and components should not be lower coming into this country
than they are going into Japan, Taiwan, or any other foreign
country.

If they are, you are putting U.S. manufacturers at

a disadvantage in the world market.
-5-
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STATEMENT OF TIMOTHY O'REILLY, GENERAL COUNSEL,
CARLISLE TIRE & RUBBER CO., CARLISLE, PA.
Mr. O'REILLY. Good morning, Mr. Chairman.

I appreciate the opportunity to address this esteemed group. We on
behalf of Carlisle Tire & Rubber, have filed written testimony. We
request that that be incorporated into the record.
Senator DANFrorH. You don't even have to ask.
Mr. O'RFaLLY. OK.
My name is Timothy P. O'Reilly. I am general counsel to Carlisle
Tire & Rubber Co., the sole remaining American manufacturer of
bicycle tires and tubes.
The position that we find ourselves in being the sole remaining
manufacturer is one not unlike our brothers in the bicycle component parts industry, in that in the domestic production there are approximately one or two-I don't mean to be approximate, but it depends on what part you are talking about-one or two companies remaining who produce bicycle component parts.
We have in place an inverted tariff scheme. That is not an accident;
it is something that Congress has intended. It has been in place for
approximately 13 years. The effect of a grant of a subzone to Huffy
would be to emasculate that inverted tariff scheme.
On a composite, bicycle component parts that are manufactured in
this country come in with a tariff rate of approximately 18 percent.
With the use of a subzone, as you know, a producer can elect to have
duty rates assessed on component parts at the imported duty rate or
the produced product rate. With bicycles, a 13-percent rate on component parts is as opposed to the completed-product rate of 5.5 percent on lightweight models, which is the bulk of the industry, or 11
percent on some of what we call heavier BMX products. The choice
is obvious--they will use the completed-product rate.
The effect on an original equipment supplier such as ourselves, and
we are about 70 percent an original equipment buyer with over 200 employees in Cumberland County, Pa., and over 2,000 direct employees
in the industry, we would be affected because the original equipment
manufacturers will necessarily source their goods abroad.
I thank you very much.
Senator DANFORTH. Thank you, sir.
[Mr. Timothy O'Reilly's prepared statement follows:]
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STATEMENT OF TIMOTHY P.O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
INSUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
Introduction
Mr. Chairman and other distinguished members of the Senate Finance
Committee,

and it's Subcommittee on International Trade, -I submit these

comments on behalf of the hundreds of employees of Carlisle Tire & Rubber
Company who will be affected by the action taken on H.R. 3398, Sec. 211
(a)(S.722).

Background - Carlisle Tire &Rubber Company
Carlisle Tire & Rubber Company (Carlisle)

is an operating division

of the Carlisle Corporation with its manufacturing facilities located in
Carlisle, Cumberland County,

Pennsylvania.

Presently Carlisle

produces

a wide variety of rubber based products such as tires for use on golf carts,
lawn mowers, three-wheeled vehicles, motorcycle tires and tubes, industrial
Presently we employ approximately 800

hose and bicycle tires and tubes.

people in all phases of our operations.

However, the number of employees

which participate in bicycle tire and tube operations exceeds 200.

This

includes over one hundred and seventy five hourly employees who work on
the bicycle tire and tube production line itself with the remainder of our
bicycle operations employees performing support functions such as supervisors,
warehouse personnel, sales, accounting and general administration.
Carlisle is the sole remaining American producer of bicycle tires and
tubes.

-1-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
IN SUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
H.R. 3398 (S.722) - Amendment to the Foreign Trade Zones Act
There is little question that H.R.

3398 (S.722) was introduced as a

response to the application of the Huffy Corporation, through the Greater
Cincinnati Foreign Trade Zone, Inc., to the Foreign Trade Zones Board for
a special-purpose subzone for its Celina,

Ohio manufacturing operations.

This amendment if adopted would remove bicycle tires, tubes and rimstrips
as produced by Carlisle, from the exemption allowed in foreign trade zones
from the customs laws of the United States unless re-exported.
The net effect of the passage of this bill would be to foster the
development of an export business which we understand to be the original
intent of allowing foreign trade zones to be established.
Carlisle fully supports the efforts of any American bicycle manufacturer
to increase their export business.

However, the establishment of a foreign

trade zone for the manufacturing of bicycles for domestic sales would negate
the long established policy of reasonable import duties on bicycle component
parts which are manufactured inAmerica.
Simply put, a foreign trade zone provides a twofold competitive edge:
Firstly. payment of the import duty on the component parts is delayed until
the completed bicycle unit is shipped out of the zone; secondly, the average
duty rate on the completed bike units produced and shipped out of the zone
is generally lower

than

that which

individually, including tires and tubes.

is

paid

on the component parts

This type of advantage in a highly

price sensitive industry is one which cannot be enjoyed by only one company.
Thus if one bicycle manufacturer obtains foreign trade zone privileges all

-2-
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STATEMENT OF TIMOTHY P.O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
INSUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
companies who want to remain competitive must have similar protection.

If,

for example, Huffy were to obtain such a status it is fair to assume that
the next largest domestic producer, Murray Ohio, would likewise apply for
such relief.

If this were to be granted, then fully 80% of all domestic

consumption of bicycles would be sold in this country without the parts
thereof being subject to the full treatment of the duties as specified in
customs laws of the United States.

The 80% figure is based on the statement

of Robert R. Wieland, Vice President and General Counsel to Huffy Corporation
before the U.S. Foreign-Trade Zones Board.

The figure is arrived at by

allowing Huffy a 30% share of domestic consumption, Murray Ohio a 25% share,
and all imports a 25% share.

If we were to consider only domestically

produced bicycles, again assuming Huffy and Murray Ohio had trade zone
privileges, then 80% American produced bikes would be made with foreign
parts not subjected to full duty treatment.

This figure allowing Huffy

and Murray Ohio a 40% market share each for domestically produced units.
Other domestic original equipment manufacturers would,

in Carlisle's

opinion, simply have to enjoy the same status or they could not compete
inthe domestic market and would eventually not survive.
The almost immediate result to Carlisle would be to lose most if not
100% of our original equipment business, which accounts for approximately
70% of our bicycle tire and tube sales.

This reasoning is based on the

well established fact that on an overall basis a bike company's gross sales
price is lower if a completed bike duty rate is used on all sales as opposed

-3-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
INSUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
to paying duty on the individual components.

If Carlisle was to lose only

50% of its present original equipment sales,
facility would be forced to close.

the bicycle tire and tube

This would displace approximately 250

employees.
Presently tube and rimstr.ips are assessed a 15 percent ad valorem duty
and tires a 5 percent ad valorem duty.

The duty rates for completed

lightweight bicycles is 5.5 percent ad valorem and 11 percent ad valorem
on most other popular models.

There is thus an obvious advantage on the

lightweight models to use imported tires and tubes in a foreign trade zone.
On the larger models the apparent evenness of the duty is more than offset
by the variance in the duty rates for other component parts and the delay
in payment of the duty. Thus there would be no advantage to purchase original
equipment tires, tubes and rimstrips from Carlisle by a domestic manufacturer
in a foreign trade zone unless Carlisle's price was significantly lower
than the foreign producers,
Carlisle has consistently remained as competitive as possible.

In

fact in May of 1983 Carlisle reduced its prices to Huffy on an average of
18%, based on August 1981 prices, in order to meet competition mainly from
Taiwan.

Similar reductions have also been made on products sold other

original equipment manufacturers.
In our opinion Carlisle has the most modern and efficient bike tire
and tube facilities in the world.

Between 1979 and 1982 we have invested

over 1.2 million dollars directly into the bicycle tire and tube production
facilities.

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

wages.

-4-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
INSUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
Carlisle has vigorously sought to protect itself from unfair i1oreign
competition by filing antidumping petitions against Taiwan and Korta in
January of 1978, countervailing duty petitions against Taiwan and Korea
in December of 1977, and an antidumping petition against Taiwan in April
of 1982.

All of these actions have resulted in little significant import

relief despite some affirmative injury determinations.
a 201

As the result of

Escape Clause Petition filed by Carlisle the International Trade

Commission in 1978 recommended to President Carter a program that would
have increased

the duties on imported bicycle tires and tubes by 10%.

President Carter denied Carlisle this relief.

Anyone connected with such

actions knows that a tremendous amount of company effort, time and capital,
goes into such import relief actions which tend to produce too little, too
late.
The passage of H.R. 3398, Sec. 211 (a) (S.722) would allow time for
an orderly consideration and adoption of regulations to govern foreign trade
subzones while leaving in place duties on bicycle component parts which
have long been considered to be reasonable.

Without the passage of this

bill the domestic bicycle industry could easily avoid the higher duties
on imported parts by sourcing such goods overseas, all of which could very
well be the end of the bicycle parts industry in America including the
production of bicycle tires and tubes.

-5-
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STATEMENT OF TIMOTHY P. O'REILLY
GENERAL COUNSEL - CARLISLE TIRE & RUBBER COMPANY
INSUPPORT OF H.R. 3398, Sec. 211 (a)(S.722)
SImary
Our product is a quality product'.

We are an American company that

has made every effort to remain competitive, aggressive and in business.
If H.R. 3398, Sec. 211 (a) (S.722) is not adopted, the end result could
well mean the end of the production of bicycle tires and tubes in America.
To allow imported bicycle' component parts to come into a foreign trade zone
for use on a bicycle to he sold in.America would circumvent the long
established and recognized balance of trade in the industry. This could
only have a severely detrimental effect on the domestic bicycle component
parts industry.

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

(S.722).

Timothy P.O'Reilly
General Counsel
Carlisle Tire & Rubber Company
P. 0. Box 99
Carlisle, Pennsylvania 17013
Phone: 717/249-1000

-6-
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Senator DANFOITH. Mr. Lane, and Mr. O'Connor.
STATEMENT 0 IAMES K. LANE, VICE PRESIDENT,
HUITY CORP., DAYTON, OHIO
Mr. L&Nz. Mr. Chairman and members of the subcommittee, my
name is James K. Lane. I am vice president of quality engineering
and purchashing for Huffy Corp. Huffy is America's largest producer
of bicycles. Although Huffy is a modern and efficient company, the
recession and rising import competition have caused it serious harm.
Business conditions have forced us to close bicycle production facilities in Oklahoma and California within the last 2 years. Our remaining bicycle production has been consolidated at Celina, Ohio.
Huffy has applied for a foreign trade subzone at its Celina, Ohio,
facility to reduce the costs associated with importing bicycle parts.
Section 211 (a) of H.R. 8398 and its Senate counterpart, S. 722, are
directed at Huffy's subzone application and effectively would deny
Huffy the benefit of a subzone.
Huffy opposes this legislation because it is blatantly discriminatory
and unwise.
Mr. Chairman, Huffy did not apply for a subzone in order to increase its bicycle parts imports. HIff does not in any way want to
harm its domestic parts suppliers. Huffy depends on a healthy domestic parts industry.
By the same token, without a strong domestic bicycle industry there
can be no healthy domestic parts industry.
Huffy recognizes the concerns of domestic parts producers and has
attempted to meet their concerns. Huffy has indicated to the Foreign
Trade Zone Board's staff and to representatives of parts producers
that it would accept a limitation on the use of the subzone to eliminate
any incentive for Huffy to increase its bicycle parts imports.
Specifically, Huffy would be willing to limit its subzone benefits
using a formula based on the average value of the bicycle parts it has
imported annually over the past 5 years with adjustments made for
inflation and the size of the U.S. bicycle market. For any import of
parts that exceed this figure Huffy would pay the normaI duty rates.
Although some parts producers support this compromise proposal,
several others do not. As Huffy has indicated on a number of occasions, we are not wedded to this particular compromise. Huffy is
willing to explore other proposals that would allow it to obtain meaningful benefits from the use of the subzone while at the. same time
protecting the domestic parts industry.
Mr. Chairman, Huffy acted in good faith and in accordance with
law when it applied for the subzone. Section 211 (a) of H.R. 3898 and
its Senate counterpart S. 722, however, unwisely and unjustly intrude
into the application process at the Foreign Trade Zone Board. It improperly and unfairly singles out the bicycle industry, and Huffy's
application in particualr, for unfavorable treatment.
We urge the subcommittee not to act favorably on this legislation,
and we thank you for the opportunity to present our views.
[The prepared statement of James X Lane follows:]
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BEFORE THE U.S. SENATE
COMMITTEE ON FINANCE
SUBCOMMITTEE ON INTERNATIONAL TRADE
ORAL STATEMENT OF
JAMES K. LANE
VICE PRESIDENT OF
QUALITY, ENGINEERING AND PURCHASING
HUFFY CORPORATION
INOPPOSITION TO S. 722 AND
SECTION 211(A) OF H.R. 3398

HUFFY CORPORATION
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
MY NAME IS JAMES K. LANE,

I AM VICE PRESIDENT OF QUALITY,

ENGINEERING AND PURCHASING FOR HUFFY CORPORATION,
HUFFY

DAYTON, OHIO.

HEADQUARTERED IN

IS AMERICA'S LARGEST PRODUCER OF BICYCLES.

ALTHOUGH HUFFY IS A MODERN AND EFFICIENT COMPANY, THE RECESSION AND
RISING IMPORT COMPETITION HAVE CAUSED IT SERIOUS HARM,

BUSINESS

CONDITIONS HAVE FORCED US TO CLOSE TWO BICYCLE PRODUCTION FACILITIES
IN OKLAHOMA AND CALIFORNIA WITHIN THE LAST TWO YEARS.

OUR REMAINING

BICYCLE PRODUCTION CAPABILITY HAS BEEN CONSOLIDATED AT CELINA, OHIO.
HISTORICALLY,

HUFFY HAS PRODUCED

ITS BICYCLES

IN AMERICAN

FACTORIES, USING AMERICAN LABOR AND# PREDOMINANTLY, AMERICAN PARTS.
HUFFY MUST IMPORT A SUBSTANTIAL AMOUNT OF BICYCLE

UNFORTUNATELY,
PARTS.

SOME BICYCLE PARTS SIMPLY ARE NOT MADE IN THIS COUNTRY AND

OTHERS ARE NOT MADE IN SUFFICIENT QUANTITY OR LACK THE SPECIFICATIONS
REQUIRED TO SATISFY HUFFY'S AND ITS CUSTOMERS'

DEMANDS.

NEVER-

THELESS, HUFFY MUST COMPETE AGAINST FOREIGN BICYCLES THAT CONTAIN
SOLELY FOREIGN PARTS.
HUFFY HAS APPLIED FOR A FOREIGN TRADE SUBZONE AT ITS CELINA,
OHIO FACILITY SIMPLY TO REDUCE THE COSTS ASSOCIATED WITH IMPORTING
BICYCLE

PARTS.

FOREIGN-TRADE

THE SUBZONE APPLICATION

A

ZONES BOARD.

IS PENDING BEFORE

THE

SUBZONE WOULD ALLOW HUFFY TO PAY

BICYCLE DUTY RATES ON IMPORTED PARTS RATHER THAN THE HIGHER BICYCLE
PARTS RATE.

THIS DUTY SAVINGS SHOULD ENABLE HUFFY TO PRODUCE MORE

COMPETITIVELY-PRICED BICYCLES.
SENATE COUNTERPART,

S.722,

SECTION

211(A) OF H.R. 3398 AND ITS

ARE DIRECTED AT HUFFY'S FOREIGN TRADE

SUBZONE APPLICATION AND EFFECTIVELY WOULP DENY HUFFY THE BENEFIT OF
A SUBZONE.

HUFFY OPPOSES THIS LEGISLATION BECAUSE IT IS BLATANTLY

DISCRIMINATORY AND UNWISE.
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-.2 MR. CHAIRMAN, HUFFY DID NOT APPLY FOR A SUBZONE IN ORDER TO
INCREASE ITS BICYCLE PARTS IMPORTS.

HUFFY DOES NOT IN ANY WAY WANT

TO HARM ITS DOMESTIC PARTS SUPPLIERS UPON WHOM WE SO HEAVILY RELY.
HUFFY DEPENDS UPON A HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY FOR ITS
OWN SURVIVAL.

BY THE SAME TOKEN, WITHOUT A STRONG DOMESTIC BICYCLE

INDUSTRY, THERE CAN BE NO HEALTHY DOMESTIC BICYCLE PARTS INDUSTRY.
HUFFY SUBMITTED LENGTHY WRITTEN COMMENTS TO THE COMMITTEE ON
SEPTEMBER 9,
MORE

1983 WHICH EXPLAIN WHY A HUFFY SUBZONE SHOULD RESULT IN

JOBS FOR BOTH THE DOMESTIC BICYCLE PARTS AND THE DOMESTIC

BICYCLE MANUFACTURING INDUSTRIES. AS INDICATED IN THOSE COMMENTS,
HUFFY BELIEVES THAT ITS APPLICATION IS SOUND AND,

IF APPROVED* WOULD

RESULT IN BENEFITS FOR THE ENTIRE ECONOMY.
HUFFY RECOGNIZES THE CONCERNS OF DOMESTIC BICYCLE PARTS PRODUCERS AND HAS ATTEMPTED TO MEET THEIR CONCERNS,

FOR EXAMPLE,

HUFFY

HAS INDICATED TO THE FOREIGN-TRADE ZONES BOARD STAFF AND TO REPRESENTATIVES OF PARTS PRODUCERS THAT IT WOULD ACCEPT A LIMITATION ON
THE USE OF THE SUBZONE TO ELIMINATE ANY INCENTIVE FOR HUFFY TO
INCREASE ITS BICYCLE PARTS IMPORTS.

SPECIFICALLY, HUFFY WOULD BE

WILLING TO LIMIT ITS SUBZONE BENEFITS USING A FORMULA BASED ON THE
AVERAGE VALUE OF THE BICYCLE PARTS IT HAS IMPORTED ANNUALLY OVER THE
PAST FIVE YEARS, WITH CERTAIN ADJUSTMENTS MADE FOR INFLATION AND THE
SIZE OF THE U.S. BICYCLE MARKET.

FOR ANY IMPORTS OF BICYCLE PARTS

THAT EXCEED THIS FIGURE, HUFFY WOULD PAY THE NORMAL DUTY RATES.
ALTHOUGH SOME BICYCLE PARTS PRODUCERS SUPPORT THIS COMPROMISE
PROPOSAL, SEVERAL OTHERS DO NOT.
OF OCCASIONS,
FORMULA.

WE

As HUFFY HAS INDICATED ON A NUMBER

ARE NOT WEDDED TO THIS PARTICULAR COMPROMISE

HUFFY IS MORE THAN WILLING TO EXPLORE OTHER PROPOSALS THAT
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WOULD ALLOW IT TO OBTAIN MEANINGFUL BENEFITS FROM THE USE OF THE
FOREIGN TRADE SUBZONE WHILE AT THE SAME TIME PROTECTING THE DOMESTIC
BICYCLE PARTS INDUSTRY,

HUFFY RESTATES AGAIN ITS WILLIfNGNESS TO WORK

WITH PARTS INDUSTRY REPRESENTATIVES TO REACH A FAIR RESOLUTION OF
THIS PROBLEM,
MR. CHAIRMAN,

HUFFY ACTED IN GOOD FAITH AND IN ACCORDANCE WITH

LAW WHEN IT APPLIED FOR THE FOREIGN TRADE SUBZONE.
ACTED TO MEET THE CONCERNS OF THE DOMESTIC

HUFFY HAS ALSO

PARTS INDUSTRY AND

CONTINUES TO BE WILLING TO ACCtPT REASONABLE LIMITATIONS ON USE OF
THE SUBZONE.

SECTION 211(A) OF H.R. 3398 AND ITS SENATE COUNTERPART, S. 722,
HOWEVERe UNWISELY AND UNJUSTLY INTRUDE INTO THE APPLICATION PROCESS
AT THE FOREIGN-TRADE ZONES BOARD.

IT IMPROPERLY AND UNFAIRLY SINGLES

OUT THE BICYCLE INDUSTRY# AND HUFFY'S APPLICATION IN PARTICULAR, FOR
UNFAVORABLE

TREATMENT UNDER THE FOREIGN TRADE ZONES ACT.

THIS

ATTEMPT TO DENY THROUGH LEGISLATION A FOREIGN TRADE SUBZONE APPLICATION IS UNPRECEDENTED,

I URGE THE SUBCOMMITTEE NOT TO ACT

FAVORABLY ON THIS LEGISLATION.
THANK YOU FOR THE OPPORTUNITY TO PRESENT MY VIEWS.
PLEASED TO TRY AND ANSWER ANY QUESTIONS.

I WOULD BE
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STATEMENT OF JOSEPH F. O'CONNOR, VICE PRESIDENT, NATIONAL
ASSOCIATION OF FOREIGN TRADE ZONES, WASHINGTON, D.C.
Mr. O'CoNNoR. My name is Joseph F. O'Connor, Mr. Chairman. I
am here representing the National Association of Foreign-Trade
Zones, as its vice president and director of operations for the New
Jersey Foreign Trade Zone.
The membership of the NAFTZ, the national association, numbers
approximately 250 firms and/or individuals who are either grantees,
operators, users, or people interested in the foreign trade zone program.
The association strongly opposes S. 722. The association believes
that the Senate should reject the legislation and instruct the Senate
conferees not to accept section 211 (a) of H.R. 3398 when the Senate
miscellaneous tariff bills are reconciled with the House legislation.
We believe this proposed legislation should be rejected because:
First, there is a place in place, a procedure which was created by Congress in the development of the Foreign-Trade Zone Act-15 (c) of
the act, section 408.07 of the regulations-that can accomplish precisely what this proposed legislation would accomplish if adopted.
There is presently pending before the Foreign Trade Zones Board a
request by the proponents o this legislation to conduct a public interest investigation under section 408.07 of the regs which the Board has
yet to rule on in connection with a specific zone application. Thus, the
proponents of this legislation have not exhausted the existing opportunities to remediate their concerns.
Second, the setting of what the association considers a bad precedent. This might cause any other special interest group to feel the
necessity to come to Congress instead of using the established administrative procedures.
Third, and final, if I may just finish one sentence: As a businessman,
I am concerned that this legislation, §. 722, would cause doubt in the
minds of prospective investors who are considering investment in the
U.S. foreign trade zone program.
Thank you for the opportunity to appear.
Senator DANFORTH Thank you, gentlemen.
(The prepared statement of Joseph F. O'Connor follows :]
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STATEMENT OF JOSEPH F. O'CONNOR
Vice President, National Association of Foreign-Trade Zones
In Opposition To S.722

The National Association of Foreign-Trade Zones (the
"Association") strongly opposes Senate Bill 722.

The Association

believes the Senate should reject this bill and instruct Senate
conferees not to accept Section 211(a) of H.R. 3398 when Senatepassed miscellaneous tariff bills are reconciled with the Housepassed bill.
The Ansociation reaffirms the position stated in our letter
dated September 9, 1983, to Mr. Robert DeArment, Chief Counsel,
Committee on Finance.
THE ASSOCIATION
The National Association of Foreign-Trade Zones is a trade
association representing approximately 250 member companies who
are a part of the foreign-trade zones program. These include
foreign trade zone operators, grantees, users, port authorities
and supporting service companies. A major portion of these
grantees and operators are instrumentalities of state, county or
city governments; quasi-public agencies, e.g. port authorities;
and not-for-profit corporations specifically chartered to sponsor
and/or operate a specific zone in their community.

The

Association represents a majority of all businesses and
individuals involved in foreign-trade zone activities.
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-3You might be interested in knowing that approximately 90
percent of the firms using foreign trade zones are considered to
be small businesses.

BACKGROUND ON FOREIGN-TRADE ZONES

The U.S. Congress, by passage of the Foreign-Trade Zones Act
in 1934, has created foreign-trade zones and foreign-trade sub,zones in areas that are geographically within the boundaries of
the U.S., but outside the U.S. customs territory, for the purpose
of expediting and encouraging foreign commerce*
There are presently 82 foreign-trade zones in 41 states and
There are 19 applications for new zones pending
The existing trade zones vary in size from a few

Puerto Rico.
approval.

thousand square feet of warehouse space to industrial parks that
encompass hundreds of acres.

Regardless of their size, we

believe that each zone is an important ingredient in the economic
development of the community in which it is located.
In recent years, the U.S. Treasury and Commerce Department
have promulgated changes in foreign-trade zone regulations
designed to encourage foreign investment and employment in the
U.S. This policy, as expressed in the regulations of these two
departments, has had the desired results. By 1982, the value of
shipments through U.S. foreign-trade zones had grown to over $7
billion, and zone-related employment had increased to over
29,000. Indirect employment benefits may amount to between
60,000 and 90,000 additional jobs created.

Approximately 50
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-4percent of all merchandise moving through general purpose zones
in 1982 were exported.
The practical effect of a foreign trade zone designation is
that merchandise of foreign or domestic origin, when placed in a
zone, is treated as if it were in foreign commerce, as opposed to
domestic (U.S.) commerce.

This distinction is by law and

practice, a temporary condition.

Once merchandise moves from a

zone into the customs territory of the United States, it is
subjected to all U.S. laws which govern U.S. import trade.
Because of the myriad dimensions of trade zones, the results
of the Trade Zones program are apparent from several
perspectives.

For some 29,000 people employed by zone related

firms, the Program contributes to their employment security.

For

these firms, the Program provides the opportunity to operate in
the United States with tariff treatment equal to the treatment
provided their foreign competitors.

And for the communities in

which zones are located, the Program is an important part of the
area's economic development.

Zones And Trade Related Investment
Within the context of overall U.S. international economic
interests, trade related investment in the United States has
become an important dimension.

As an ingredient, trade zones

contribute to the development and creation of this investment
activity.

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

-

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

-

Investment by U.S. based firms done to respond
to foreign opportunities.
Regardless of its nature, any fixed asset investment will be

subject to a "capital budgeting" decision.

The nature of this

decision process will vary from company to company;

all

companies, regardless of whether they use "pay-back," "discounted
cash flow," or other techniques, will include two factors in
their decisional criteria:

initial outlay and cash flow.

Trade

zones tend to reduce the "initial outlays" required and
contribute to the magnitude and timing of "cash flow."
Examples.V/ of these three trade-related investments that use
zones status are:

i/

-

Foreign based automobile companies for whom
zone status has been a factor in their U.S.
investments;

-

U.S. based automobile companies that are using
zone status as an Ingred ent in their efforts
to meet foreign competition and

-

A major computer manufacturer, which uses a
zone lotion to assemble computers from it
wor
production
to supply
(export
to) d
thewide
company's
Latinbase
American
market.

There are many "small business" examples of trade related
investment in zones. The situations cited were used because
they are so well known.
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S.722 Is Unnecessary
The Foreign-Trade Zones Act has never been amended in order

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

This is because the Act specifies a procedure to address

all concerns raised by the use of zone status, specifically:
-

Section (151(c) of the Foreign-Trade Zones Act

-

Section 400.807 of the Foreign-Trade Zones
Board's regulations (which implements Section
(15) (c) of the Act).

of 1934: (The Board (Foreign-Trade Zones
Board) may at any time order the exclusion
from the zone of any goods or process or
treatment that in its judgment is detrimental
to the public interest, health or safety.")

Turning to the specific provisions of S.722, no evidence has
been presented that the Association is aware of that demonstrates
that the bicycle parts situation is a unique problem. Over the
past 15 years, several industries (including textiles, steel, and
consumer electronics) have opposed the use of foreign-trade zones
for a specific manufacturing operation.

This opposition (as in

the bicycle parts situation) was motivated by concern over
potential harm from a forecasted increase in imports, as a result
of zone status.

In all of these instances opposition was

channeled through Section 400.807 of the Board's regulations.
Pursuant to Section 400.807, the Board has addressed these
concerns through public hearings and the review process and, when
considered appropriate, has resolved the contentions of the

parties with respect to "public interest" considerations.
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-7In one instance ARMCO Steel challenged the Section 400.807
procedure in the federal courts.

In an opinion upholding the

Foreign-Trade Zones Board's decision, the U.S. Court of Appeals
declared
The Foreign-Trade Zones Act "has delegated a
wide latitude of judgment to the Foreign-Trade
Zones Board to respond to and resolve the
changing needs of domestic and foreign
commerce through the trade zones concept.
Because of the Complexity and v4garies of our
highly developed systems of trace, and the
pressing needs for varying solutions to the
problems that inevitably Irise, it is
imperative that the Board be permitted to
experiment at the fringes of the tariff laws."
"The Act gives the Trade Zones Board wide
discretion to determine what activity may be
pursued by trade zone manufacturers subject
only to the legislative standard that a zone
serve this country's interests in foreign
trade, both export and import. Because of the
nature and complexity of the problem the
factors entering into a Board determination
are necessarily numerous, and, it would seem
incontrovertible that the Board must not be
unduly hampered by judicial policy judgments
that might cast doubt upon the wisdom of a
particular Board decision.*
If S.722 becomes law, Congress will preempt the
administrative proceeding now being conducted by the ForeignTrade Zones Board regarding the manufacture of bicycles in a
foreign-trade zone and establish, in the Association's view, an
unfortunate precedent making Congress the forum for adjudicating
whether zone manufacturing proposals are "in the public
interest."
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An important element of the program's success is and has
been its ability to be responsive to the changing foreign trade
dimension of the U.S, economy.

This ability to be responsive is

a direct result of Congress, including Section 15(c) in the
Foreign Trade Zone Act.

This flexibility will be severely

diminished if the Congress assumes the responsibility for
adjudicating zonemanufacturing applications.
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Senator DANFORTH. Senator Bentsen.
Senator BBmTSFN. I have no questions, thank you, Mr. Chairman.
Senator DANFORTH. I have no question, either. Thank you all very
much.
The next bill is S. 37. The witnesses are Mr. McGrevin and Mr.
Saunders.
Mr. McGrevin.
STATEMENT OF GENE R. McGREVIN, PRESIDENT, HEALTH CARE
PRODUCTS GROUP, KIMBERLY-CLARK, ROSWELL, GA.
Mr. McGmvivn. Thank you, Mr. Chairman.
I am president of Kimberly-Clark Health Care Products Group,
and we are here to demonstrate our support for Senate bill 37.
The purpose
thissterile
legislation
is to
duty parity
for disposable
surgical
rapesofand
gowns
atobtain
5.6 percent
ad valorem.
Our arguments in favor of this legislation are contained in our
complete statement filed with the subcommittee on September 9; therefore, I would like to take this opportunity to address the opposing
arguments that have been raised against us and show that they are
invalid. They are not based on fact, but are real smokescreens, and
cloud the key issue of this legislation which is to obtain tariff equity
and promote competition among manufacturers of substantially identical goods.
L
And I would like to state very emphatically, Mr. Chairman, that
every statement I am about to make we are prepared to substantiate
with fact.
One opposing argument is that Fabric 450, a fabric manufactured
by Du Pont, is 55 percent wood pulp and therefore is properly classified as "paper." Surgikos Division of Johnson & Johnson, which buys
Fabric 450 from DuPont and also manufactures some of its own Fab ric 450, and assembles Fabric 450 into drapes and gowns in Mexico,
contends that their finished products are 55 percent wood pulp and 45
percent polyester. Our lab tests recently showed that sometimes the
polyester content is more than 50 percent and sometimes less. The January 1983 results show a sample as high as 54 percent polyester. Market price data obtained for pulp and polyester indicates that the component of chief value of Du Pont's and Johnson & Johnson's Fabric
450 is polyester. Therefore, how can the product be classified under the
"paper" category?
The second argument that has been made often is that polypropylene
is not biodegradable. I would like to state that we can show in any
chemical pharmocopaeia that polypropylene, along with polyester,
which is the component of chief value in the Fabric 450, both are biodegradable at an equally slow rate. It may take 20 years, but both
products are biodegradable.
The other issue that I think is kind of interesting is the fact that
prolene, which is a suture material manufactured by Ethicon, a division of J&J, is a form of polypropylene that is left inside the body
cavity after an operation, to be dissolved by the body. The question is,
how harmful is polypropylene, and how harmful is prolene I They both
are biodegradable, as is polyester.
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Another issue is that it has been stated that it is inappropriate to
give away duty reductions that are subject to international tariff
negotiations. Kimberly-Clark Corp. discussed this issue with the
UbTR and Mexican Embassy. The possibility of making this tariff
reduction part of an international trade agreement is just not realistic.
It isn't a big enough issue. And that was the feedback both from the
Mexican Embassy and USTR.
Further, the administration has taken a no-objection position on
our legislation, which is based upon a careful examination of the legislation by the International Trade Commission, the U.S. Trade Representative, Customs Service, and the Department of Commerce
among others.
Another issue according to Du Pont and J&J is that disposable
health care products of f abric 450 and Kimberly-Clark's products
are not substantially identical. Mr. Chairman, both of these products
are disposable surgical gowns and surgical drapes sold to the same customer for the same end-use.
In addition, they are both predominantly manmade fiber.
It has also been stated that domestic U.S. operations will be hurt as
the result of this legislation. The legislation will in no way change the
competitive status of the domestic assembly operations in the United
States for these products. About 90 percent of the market consists of
807 operations including Johnson & Johnson and Kimberly-Clark
operations, and the domestic companies are already competing at this
level. Surgikos has an operation in Arlington, Tex.; we have an operation in Arizona.
Another allegation has been that there are no health-care costcontainment benefits from these products. There are. The health-care
benefits are that it helps to eliminate cross-contamination, and a study
done by the Du Pont Corp. called the Moylan study at Duke University
proved this.
Finally, I would like to show you something that I find very inconsistent: Surgikos, who is contending to U.S. Customs that their product is paper, advertises that their products have "that Fabric 450 feeling." Is a fabric not a textile I For consistency, shouldn't it say "that
paper-450 feeling ?" There is a tremendous inconsistency. Also, I think
if you take a look at their packaging, they are making packaging
claims that their product is a "fabric"--that is, textile-and yet they
claim they should be coming in under a paper duty rate.
Mr. Chairman, the real issue here I think is not the smokescreen of
the arguments that have been presented by opponents of S. 37. Very
briefly, it is simply unfair competition. Companies that together have
over an 85-percent market share in these products have a three to five
times tariff advantage over a company that has less than 5 percent.
Thank you.
Senator DANFORTH. Thank you, sir.
FThe prepared statement of Gene McGrevin of Kimberly-Clark
follows:]

28-805 0 - 84 - 5
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TIVE SL!1MARY OF DISPOSABLE SUSCICAL DRAPES AND S TIE

inSUFIVRT 0 b, 3/ AND H.R. 3398 Sec. 124 (formr

OWNS BILL

H.R. 1226)

POIWSI
This' legislation seeks tariff parity at 5.62 with other disposable stirdrapes and sterile gowns. The products encopasse-By this bill are restricted to
ical draps and sterile &oWs, must be manufactured of man-made bonded fiber fabric,
disposable-in natures are cited to a tempory evaluation period of five (5) years;
would only receive "duty equalization" not-ty free treatment.

BACKMW DATA,
Kluberly-Clark Corporation's disposable surgical drapes and sterile
os of bonded-fiber fabric are currently assessed a duty rate three to five tines'
h
than the duty paid by substantially identical disposable products comprised of
paper or paper reinforced with man-made fibers. Tw Customs Service rulings further this
tariff disparity. The first ruling classified disposable operating rocm gowns consisting
of up to 55% polyester and 452 wood pulp as "reinforced paper." The second indicated
that, despite the component of chief value being polyester, as long as the initial base
sheet is made on a papermaking machine, the result of blending such base sheet with any
amowt of man-made fiber is still "reinforced paper "1 not a textile, meaning it carries a
duty rate of 5.62 ad valorem versus the current 24.12 effective rate applied to our
polyproylene gowns.
We lieve that it is unfair to assess one fabric a tariff three to five times that
of a substantially identical competing product, thereby placing our products at an
extreme disadvantage merely because the fabric does not contain a ainiml amount of
paper. Again, the component of chief value for both fabrics is man-made fiber, being
sold to the same markets and with the same end uses.
Kinberly-Clark's poiypropylene base sheet with bacterial barrier properties is an
advancement that will contribute to the well-being of patients and to cost contairment by
reducing hospital infection and reinfection. 1is base sheet is manufactured only in the
U.S., with assembly of the surgical drapes and sterile gows in Mexico, through the 807
tariff provision. The assembled drapes and gowns are then returned to the United States
for sterilization and distribution.
Assembly is labor intensive and currently cannot be done cost effectively within the
U.S. For this reason, and in light of health care cost contaimnt efforts, broad
philosophical statements against any U.S. tariff reductions are, in this case, illogical
and destructive of additional U.S. jobs. At our Corinth, Mississippi, mill w-ere the
polypropylene base sheet is made, we have already spent more than $155 million and are
employing about 400 people (150 new) following the completion of a $55 million expansion
in ay o 1983 which utilized soe 300 construction workers at the peak. In addition,
the Corporation has broken ground for construction of an additional $122 million facility
in La Grange, Georgia, which will utilize about 500 construction workers by mid-1984 and
some 200 mill employees by mid-1985.
In response to comments, the bill has been narrowed considerably in scope from its
original proposed form. It now deals solely with a temporary "duty equalizatiod" on
certain disposable surgical drapes and sterile gowns to 5.62 ad valorem which expires in
five years. This period will give Kiaberly-Clark time to as iiTWTustification for
expansion of our major U.S. capital investment for manufacturing the polypropylene base
sheet and demonstrate the merit of "duty equalization" for the United States. Again this
year, a stateeat clarifying that the bill language shall not be construed to include any
industrial apparel was entered into the record of the full Ways and Means Committee
m-arkup. This bill does not include any apparel other than disposable sterile gons of
bonded fiber fabric.
Presently, the exceptionally high duties paid on polypropylene disposable surgical
drapes and sterile gowns do little to allay America's concerns over sky-rocketing hospital costs and inflation. Furthermore, we believe a five-year tariff reduction establishing tariff parity for disposable surgical drapes and sterile gowns will help rectify a
competitive inadequacy in current tariffs.
We ask for your support for passage of S. 37 and R.R. 3398.
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Written Comments Of
Health Care Products Group,
Kimberly-Clark Corporation
to the
Subcommittee on International Trade
of the
Senate Committee on Finance
on
H. R. 3398
September 9, 1983

1. INTRODUCTION.
The following written comments are filed on behalf of the
Health Care Products Group of Kimberly-Clark Corporation

(hereafter, "Kimberly-Clark" or the "Corporation") in support of
H.R. 3398,

a bill to change the tariff treatment of certain

articles.

Our comments are directed to Section 124 of the bill

(S. 37,

introduced on January 26,

and Durenberger
Stennis,

and subsequently

1983 by Senators Cochran, Nunn
co-sponsored by Senators

Helms, and Syus), which would reduce temporarily the

duty on certain disposable surgical drapes and sterile gowns.

Kimberly-Clark Corporation, its consolidated subsidiaries,
and its equity companies are principally engaged in a single,
world-wide manufacturing and marketing business.

This business

primarily involves the use of fibers to serve many diverse
markets.

The Corporation's products are grouped into three major
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classes:

Consumer and Service; Newsprint,

Pulp and Forest

Products; and Paper and Specialties.
Products in the Consumer and Service Class, the largest of
the three classes,

include facial tissue,

bathroom tissue,

feminine napkins and tampons, disposable diapers, and household
towels sold under a variety of trademarks including KLEZE?

KoTE®, N

DE D

®and HI-DRI

includes products for health care,

*This

class also

such as disposable hospital

gowns, packs, and accessories; and industrial wiping markets, as
well as materials sold to others for conversion.

11. PURPOSE OF SECTIONe 124 of H.R, 3398.
The rationale for seeking a temporary reduction in duties
for disposable surgical drapes and sterile gowns of bonded-fiber
fabric is to remedy a significant tariff inequity.

Disposable

hospital gowns and drapes predominantly of paper,

or paper

reinforced with man-made fibers,

are classified in Tariff

Schedules of the United States ("TSUS")
applicable duty rate of 5.6% ad valorem.

item 256.8780 with an
Yet,

disposable sur-

gical drapes and sterile gowns predominantly of bonded-fiber
fabric (man-made fiber) are classified in TSUS items 389.6265,
379.9601 (formerly 380.8407)

and 383.9205 (formerly 382.8131),
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and are subject to duty rats three to five times higher.
rently,

389.6265 (drapes)

Cur-

is assessed a duty rate of 160 per

pound plus 13% ad valorem, and the duty rate applied to 379.9601
and 383.9205 (gowns) is 160 per pound plus 24% ad valorem.
Section 124 of H.R.

3398 temporarily reduces the rate of

duty on disposable surgical drapes and sterile gowns comprised of
bonded-fiber fabric to a level of tariff parity with other
disposable surgical drapes and sterile gowns comprised of polyester, nylon, polyethylene, polypropylene, and wood pulp combinations.

The majority of producers of these substantially identi-

cal disposable products or base sheet materials, which producers
include DuPont and Johnson & Johnson,

currently pay 5.6% ad

valorem on value added, while Kimberly-Clark Corporation pays
duties three to five times this amount, and we are informed that
this is five to eight times the 1982 International Trade Commission average tariff collected for all free and dutiable imports
of 3.6%.

III.

DESCRIPTION OF SECTION 124 OF H.R. 3398.

Since the original introduction of this tariff equalization
measure nearly two years ago, a number of changes have been made
to the language to significantly narrow its scope.

-3-

Section 124
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now includes only disposable surgical drapes of bonded-fiber
fabric contained in TSUS items 389.6265, and dispoiable*sterile
gqwns of bonded-fiber fabric contained in TSUS items 379.9601
(men's or boys') and 383.9205 (women's and girls').
apparel categories for such items as coats,

The general

shirts,

suits,

trousers, and slacks, of man-made fibers (379.9501 (men's)

and

383.9005 (women's)] ar not included in Section 124.
Section 124 provides for a duty reduction to 5.6Z ad valorem
which will expire in five years. The five-year term was selected
to provide time for Kimberly-Clark to assess the success and

effectiveness of our major capital investment for the manufacture
of the polypropylene base sheet. We believe this trial period
will demonstrate that the reduction will have a favorable effect
on U.S. industry and jobs by expanding U.S.
production

facilities,

component fabric

raw material suppliers

and other

supporting operations.
Kimberly-Clark has already spent in excess of $100 million
for the construction of our Corinth, Hississippi mill which
manufactures the polypropylene base sheet for these products.
Since the completion this year of the mill's $55 million
expansion, the mill now employs more than 325 people, an
additional 75 employees since last year.

-4-

Further, the
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Corporation has moved forward on its commitment to invest an
additional $120 million to build another U.S. polypropylene base
sheet facility in LaGrange, Georgia.

The growth and success of

our Health Care business will affect our long-range plans for the
LaGrange facility.

The Corporation needs several years to

evaluate the performance of the product and to establish a
reasonable return on these initial investments.

Tariff parity

with the rest of the disposable surgical drape and sterile gown
market

for five years would strongly assist the Corporation in

providing a fair test for this evaluation.
The Multilateral Trade Negotiation ("MTN")
tariff reduction will occur January 1, 1987.*

final staged
Assuming this

proposed legislation is enacted for the proposed 5 year term,.
then in 1988,

the 5.6% tariff rate applicable to our products

would automatically increase if Congress decides against

TSUS #

1983 Tariff
Rate

1987 Tariff
Rate

256.8780
379.9601
383.9205
389.6265

5.6% ad
16C per
16¢ per
16c per

5.6% ad val.
17% ad val.
17% ad val.
9% ad val.

val.
lb + 24% ad val.
lb +, 24% ad val.
lb + 13% ad val.

(See also Attachment C)
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continuing the temporary reduction.

The 1987 fl.nal MTN imple-

mentition rates of 9% and 17% for surgical drapes and sterile
gowns, respectively, would then be applicable to Kimberly-Clark's
products.

Thus, even after the implementation of all MTN staged

reductions,

Kimberly-Clark would still pay for its disposable

polypropylene surgical drapes and sterile gowns, duties equal to 160%
and 300%, respectively, of the duties paid by medical converters
of polyester fabrics manufactured by DuPont and others.

IV.

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

Although, as discussed above, Kimberly-Clark's products are
substantially identical to those of its competitors,
Clark has found it
because it
rulings.

Kimberly-

necessary to seek a legislative solution

is unable to fit within existing Customs Service
The Customs" Service has issued two rulings which

classify a competitive fabric as "reinforced paper," although the
"reinforced paper's" component of chief value is polyester.
effect of these rulings is

to treat comparable competitive

products with identical end uses very differently.

-6-
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These rulings, numbered 027919 (July 6, 1973) and 055364,
(February 19,

1980),

classify disposable operating room gowns

consisting of up to 55% polyester and 45% wood pulp as
"reinforced paper," importable at 5.6% ad valorem.

The first

ruling indicated that when a layer of tissue paper produced from
wood pulp on a standard paper-making machine and a layer of
polyester mat are entangled by pressure from sprayed water, the
resulting base sheet is reinforced paper.

Interestingly enough,

laboratory testing indicates that a layer of finished paper,
manufactured on a paper-making machine, is not essential to the
production of this particular product.
found to be substitutable.

Pulp fibers have been

Thus, it appears that one of the key

reasons for including a sheet of paper in the process is to be
able to state that a paper-making machine was used in the
process,

ignoring the fact that the majority of the process

involves textile machinery.
The second ruling was a response to a request for internal
advice on the first ruling from the District Director of Customs
in El Paso, Texas.

The District Director questioned the logic of

the first ruling and indicated that the component of chief value
was polyester,
apparel.

thus classifying the product as man-made fiber

He also indicated that only the initial paper sheet,

-7-
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and not the entire finished base sheet,
conventional paper-making machine.

was made on a

Customs responded that the

component of chief value rule was irrelevant because reinforced
paper is an "eo nomine" (describing a product by name) classification provision.

Secondly,

Customs responded that "tilt is

sufficient that the paper used in producing the reinforced paper
first was made on a standard paper-making machine without modifications" for the entire finished base sheet to be classified as
reinforced paper.

Thus, in effect, Customs has indicated that

the fact that the component of chief value of fabric is polyester
is irrelevant, and that so long as the initial base sheet is made
on a paper-making machine, the result of blending the base sheet
with any amount of man-made fiber is reinforced paper, not a
textile, and carries a duty rate of 5.6% ad valorem. This ruling
ignores the fact that the component of chief value is polyester
and that, in fact, the product is a textile reinforced with paper
rather than a paper reinforced with textile or "reinforced
paper."
We are not before this forum to find error with the Customs
Service rulings but, rather, to point out that, as a result of
the Customs Service's rulings, one type of fabric is assessed a
tariff one-fifth that of a substantially identical competing
product.

Thus,

merely because our fabric does not contain a

minimal amount of paper made on a paper-making machine, this
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ruling places our Health Care Products Group at a very
substantial disadvantage.

The component of chief value for both

fabrics is man-made fiber and the production process, excluding
manufacture of the paper,

is a textile process for both.

The

finished products have the same end uses and are sold to the same
markets.
Kimberly-Clark's 100% polypropylene base sheet has demonstrated in laboratory testing such desirable characteristics as
low lint, effective bacterial barrier properties,

good fabric

breathability and drapability, and minimal likelihood of supporting flame.

Our polypropylene base sheet is a desirable product

advancement that will contribute to the well-being of both the
patient and the surgical team and to hospital cost containment by
helping

to

reduce

infection

and reinfection.

Illogical

application of duty rates should not be used to prevent this
product from reaching hospitals throughout the U.S. at a price
comparable to other disposable surgical drapes and sterile gowns.

V. ADVERTISING CLAIMS FOR ARTICLES OF
"SONTARA"

AND "FABRIC 450," INCLUDE

REFERENCES TO FABRIC AND CLOTH, AND
PATENTS FOR PRODUCTION OF SONTARA
AND FABRIC 450 DESCRIBE A TEXTILE
PROCESS.
A review of current advertising and related literature
indicates that marketers of disposable hospital products of
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"Fabric 450" and "Sontara,"

in chief value of polyester, fre-

quently allude to their products as "linen-like" and pos.3essing
the "characteristics of cotton" and "comfort of cotton."

Thus,

these companies are representing to the Customs Service that
their products are paper but are marketing the same products as
cloth.

Johnson & Johnson's July 9, 1976 submission to the Food and
Drug Administration for clearance of Barrier Drapes contains the
following references
These drapes are the disposable cloth-like
sterile materials arranged about a body pirt
preparatory to operation or examination . . .
Fabric 450 is a spun-laced, nonwoven clothlMke fabric . . .
(Emphasis added ]

In addition, Fabric 450 is referred to as "fine-meshed fabric,"
"nonwoven, close-textured material," and "cloth-like fabric." in a
variety of Johnson & Johnson's product catalogs.

Even the name

"Fabric 450" connotes cloth rather than reinforced paper.

The

referenced advertising materials are appended as Attachment A.
DuPont's 1982 annual report, on page 11,

refers to "Son-

tara," classified by Customs as a reinforced paper, under the
heading of "Spunbonded and Spunlaced Products".
reference pertains entirely to textiles, not paper.

- 10 -
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Our literature search also revealed that DuPont's patents
indicate that the machinery used to produce Sontara and Fabric
450 is intended to

vwnufacture textiles.

This is evidenced in

the titles of the patents, the stated objectives of the inven-

tions, and in the teachings and claims,

An example ii, U.S.

Patent 3,485,706, issued-in December of 1969.
patent is:

The title of this

"Textile-like Patterned Nonwoven Fabrics and Their

Production."

The stated objective of the process is

convert the layer (of fabrics) directly into coherent,
stable,

to

"...

highly

strong nonwoven fabrics which resemble many textile

fabrics prepared by conventional process steps such as mechanical
spinning and weaving."
The patents also demonstrate that wood pulp is not essential
to the process.

The majority of the process patents and material

patents address 1007 textile fiber structures (i.e.,
fibers).

no paper

No examples are found of 100% paper-making fiber (i.e.,

wood pulp) structures.

Where wood pulp content is discussed and

specified, it is specified at less than 100%.

When pulp fibers

are used, they are used to reinforce the textile fiber matrix or
to reduce its cost.
Thus,

although Johnson & Johnson and DuPont allege for

purposes of Customs classification that Sontara and Fabric 450

- 11 -
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products are really reinforced paper, Sontara and Fabric 450
surgical drapes and sterile gowns are being marketed as cloth or
fabric.

Such tactics underscore the need for Congress to provide

an equalization of tariffs and an equal ability to compete.

It

is simply unfair for these competitor companies to be allowed to
import disposable surgical drapes and sterile gowns,

in chief

value of polyester, as articles of reinforced paper with a tariff
of 5.6% and for Kimberly-Clark to pay three to five times this
amount for the identical products.
V1. DESCRIPTION OF THE MANUFACTURING

PROCESS OF POLYPROPYLENE GOWNS
AND DRAPES.
Kimberly-Clark's polypropylene base sheet is manufactured
wholly within the U.S.
domestic producers,

Polypropylene pellets,

supplied by

are poured into a hopper, and then melted,

and pumped through extruders.

Fine fibers exit the extruders and

are collected as an unbonded mat on a forming wire.

A calendar

is used to thermally bond several layers together, a process
which is typical of paper-making.

The result is a bonded-fiber

fabric. We would like to emphasize that no spinning or weaving,
in the traditional sense, characteristic of textile manufacturing
is involved in the process.

- 12 -
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VII. DESCRIPTION OF THE RELEVANT MARKET.
The bill, in its current form, will not change the competitive status of domestic assembly operations for disposable
surgical drapes and sterile gowns.

We would estimate that the 5Z

of the total market that totally assembles disposable surgical
drapes and sterile gowns in the U.S.
persons in assembly operations.
ing of two companies,

employs less than 200

This 5% of the market, consist-

has historically faced competition from

disposable surgical drapes and sterile gowns re-entering the U.S.
at a 5.6% ad valorem duty rate, and will continue to do so.
The assembly of disposable surgical drapes and sterile gowns
is labor intensive and the majority of manufacturers cannot costeffectively have the assembly performed in the United States.
Manufacturers are seeking methods to minimize costs in order to
cooperate with the health care cost containment efforts and to
reduce the effect of inflation on their businesses.
A clart is attached hereto as Attachment B, which sets forth
estimates of the approximate market shares, product components,
and tariffs of the companies comprising the disposable surgical
drape and sterile gown market.

The chart indicates

that

'Limber y-Clark generally pays duties three to five times higher
than our competitors for entry of substantially identical

- 13 -
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products.

It

is our belief that a reduction of the currently

applicable duty rates of 16€ per pound plus 13% ad valorem and
16o per pound plus 24% ad valorem for surgical drapes and sterile
gowns, respectively,

to 5.6% ad valorem will place no greater

compet'..ve burden on totally intra-U.S. competitors than already
exists.

They have historically competed with products entering

the U.S. at 5.6Z ad valorem and they will continue to do so.

VIII.

CONCLUSION.

Kimberly-Clark believes that a temporary tariff reduction
establishing tariff parity for disposable surgical drapes and
sterile gowns will help rectify a competitive inadequacy in
current tariffs, will enable smaller health care businesses like
Kimberly-Clark's Health Care Products Group to be more effective
competitors, and will further the nation's goals of hospital cost
containment.
We believe a five-year term will provide sufficient time to
evaluate capital investment potential for new U.S.

facilities.

If we are better able to compete as a result of duty
equalization,

the U.S.

raw material suppliers,

component fabric production facilities,
and other supporting operations will

- 14 -
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benefit by increased sales and expanded labor forces because the
bade sheet components are all manufactured in the U.S.
We also note for the record that the Administration recognized that this tariff equalization measure is not amenable to
multilateral or bilateral trade negotiations, resulting in a "no
objection" position on Section 124 of H.R. 3398 (H.R. 1226 during
the hearings before the Subcouittee on Trade of the House
Committe on Ways and Means).
Kimberly-Clark urges favorable consideration of Section 124
and

passage

of

H.R. 3398

as

- 15 -
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soon

as

possible.
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510(k) Submission to

the Food and Drug Administration
DEPARTMaC: T OF HEALTH. EDUC|T.1O,
PU.LI WCALTH SCRVICC

AIN

WELFARE

POO* ANO DRUG AOMINISTnATION

8757 Georgia Ave.
Silver Spring, MD. 20910
August 9, 1976
Mr. John S. Samoraiczyk
Senior R'elulatory
Comply ance Coordinat:r
Surgi kos

A Jc!0.-.sxn & Johns.n Ccrpany
Research Division 501 Georgo St.
Nlew Brunsick, N. J. 0893

Ref:

K760212

Barrier Steri

PATIE:IT RADY Drapes composed
FABRIC 450

Dear Mr. Set..raJcz),!::
Your Section 510(k) notification of intent to market the ab.,ve
device hs beer, reviewed. 'We have detertir.ed, based on the info-.ation
available to us at this time, that the device is substantially e-vivtlent
to one marketed in interstate c, .. erce prior to Flay 28, 1976, the dtte

of errt#.ent of the X:edical Cevice Amendments of 1976. You may, therefore
beSin marketing of your device without waiting for the expiration of the
90-day notice period.

%.

Upon rirketin-, your device will b? subject to the general controls

iripestd by tbe FeC.ral Food, Uruj, and Cos;xtic Act, w:-hich currently

ir,c lude re;uirenents relating to annual registration with the Fco.d and
Drug Adinist-aticn, adulteration, and r.,ibrandinp. We will sco. s~r.d
ycu info:'..t'icr. a.:ut h... to re'ister with r.;*.. t)hesae current r. ire.
rents r..ty later be supple.ornti . regulations, which will be proposed
for c.'
.t in the Federal lc.'.ster, relating to current Docd ran!facturfiv pra:ticCs, re:eros a3-77,_re
s, and other re"irerents
n
final clbsslficaticn o; the de..ice, your product may bt rt;uircd to meet
additional require,,ent appliccbe to Class I devices 'performance
sti.rJadrC.) or Class Ill devices (pre.arLet approval).

You sh , f:,licw closely the classification proceedin;s cc. ,.cted
by th, r,-d
.- ; A:""nistttlcn so t
yc v'uc .n :.nvey ye,,t vi.
to
y ifyo su esire,
. so th&.t y , can pr :tly c " '
ary ad1tional re;iire'ents steqentiy imposed on your de$ice. ;nformation on nectir~s of the %eve c:as;ificcticn pines, their r-n:-endOtions, erd the fi:;nal decisi,-s of the Agency will be publish% in the
Fedrtci Re.ister. Subscriptlz;:s may be obtained fro. the S,.rntr.dC",

of,

r.-Znts,
7L.S. Govern-ent 'rintin; Cffice, Washinton, D.C.

Such Infcrratien also may be r.-,-i we: in the Office of the hear.'r
Clerk, FDA, 56C0 Fishers Lane, Rc:kville, :aryland, 2M52.
Sincerely yours,

David N. Link, Director

BEST AVAILABLE COPY

.
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AMhY

Research Division

801 George St.
New Brwuswick, N.J. 08903

July 9, 1976
,17
Jl

Registration and Device Listing Staff
(BFX-124)
Division of Compliance
Bureau of*Medical Devices & Diagnostic Products
Food and Drug Administration
8757 Georgia Avenue
Silver Spring. Maryland 20910
"510(K) NOTIFICATION"
We are hereby notifying the Food & Drug Administration of our
plans to introduce the following devices:

NAME OF DEVICES:
Surgikos - BARRiE* Sterile PATIVT READYw Drapes
composed of FABRIC 450 (These drapes are -te
dsposable cloth-like Ster-Ile materials arranged
about a boay part preparatory-t'oopera t'i'0nor"examination.)
PROPOSED CLASSIFICATION:
Drapes have a proposed classification of Class II
by the General Hospital and Personal."=e Panel and
we concur with this classification.

SUBS7ANTIAL EQViVALEnCE:
Drapes currently manufactured and distributed by
Johnson & Johnson are Karcel fabric. Kaycel is
avce" i
" c
"'" '
synthetic scrim (yarn)
J to rener the fabri

sub ta t i a' 1y

Te plan to introduce drapes manufactured from FABRIC 450.
FABRIC 450* is a spun-laced non-woven cloth-like fabric

°*:-

.".12 A.'1,.:"
I.'7.

-
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registration &Device
LUsting Staff

2 -

July 9, 1976

j I render the fabric substantially repellent.
&Vsanufactured and distributed surgical gowns of
FABRIC 450* for three (3) years.

We

We feel that FABRIC 450* drapes are substantially equivalent
to Kaycel fabric drapes with regard to safety and effectiveness
in that they both have essentially the same physical attributes.
the difference being that FABRIC 450* possesses a unique,
esthetically pleasing softness.
ADVERTISING & LAPELINYG:
Advertising and labeling for the FABRIC 450" drapes will be
essentially the samie as that currently in use for the Kaycel
Drapes except that the FABRIC 450* drapes will bear the
statement; "Witb FABRIC 450*".

Very truly yours,

ClonS. Sa.-norajczyk
Senior Regulatory
Compliance Coordinator

JSS:mz

*

A Trademark of Johnson & Johnson
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BARRIER"
GOWN MATERIALS
SURGIKOS has invested heavily in the development of surgics
gonfbris that combine the superior protective properties of
single-use materials with the qo.rt and handljnqujs.
of inen. BARRIER' Gowns utilize a unique combination of
materials to achieve this result.

FABRIC 450"
FABRIC 450" achieves an optimal balance between efficacy
and comfort for the surgical team.
Elficacy
to
Surgical gowns are designed to prevent bacterial migration int
the sterile field, thus reducing risk of infection. However. this
function depends on materials that effectively resist penetratio n
by fluids and dry particles, which are excellent vectors for
bacteria.
As fluids strike FABRIC 450" they bead and run off. Study after
study, both typ and in,.rJ, have proved that FABRIC 4500
effectively repels fluids and that its microporous structure elimi.
nates risk of dry particle penetration. Incontrast, standard liner
draping material readily allows fluid strike-through and
performs poorly against dry particles such as skin sheddings.
Comfort and Handling
ke a piece of linen draping mate.
se y9ur ys,t
Ily
nal in one hand and a piece of FA-IC76'0 n the Fiigr. you'll
0 is that soft,
rindifhirtolell thjdifI1Wenre.rMI
pl~ii aJn~ie.1-gbrathabtiy aso r_iasABAlC0"
comfortable to wear for long periods, and it's strong enough to
withstand the stress of today's surgical procedures.

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

The Procedural Side ,

BARRIER Procedural Packs met specific surgical needs. For each
d
rscipthol
a paick that Includes drapes and gowns. Plus many
packs contain extras to boost efficiency-like non-slip instrument pads,
sponges. cord holders, suction lips and tubing, BARRIER Incise Drapes.
BARER Impervious Slocklneta, BARRIER 1hpe Strips. DISCARO.A.PAO
Sharps Disposal Sysems. and GURGIKOS' Electro.Surgical Tip Cleaners.
Promoting propO technique Isthe essqnce of BARRIER design from the
wy a pack opens to how the drapes unfold. "'

The Safety Side

Our exclusive F4§81 450* and ORISITE" Fabric Reinforcement reduce
tlw risk of infection by Isolatng and protecting the surgical team and the
piient. FABRIC 450' provides more than security; it' soft and cool to
wiear, an as formable as linen. Around the Incision site, absorbent
and iM ous DRiS/TE confrols-run-off and prevents strike-through.
The unique fold1 of the overwrap/tablecow, gowns, and drapes facilitate
aseptic handling. And the need to open only one package per procedure
ree"nts less risk of contamination than when several packages must be

The
Cosi Side
whn BARRIER Procedural Packs reduce draping time, the next case can

sr sooner. Our packs also spare you a lot of record keeping by establish;Aa single draping coat per procedure and simplifying inventory control.

BARIERPROCEDURAL PACKS
r

-"W

~

*3& flo"Mgw

ced
2

PN*
SAR.1R41

1247

BARIERAbdaiMnaPasS

wP

~

____

126S
1253 lARRIKROynaegyPau
1254 SAN RAOynsafogyP"du

O

135
SMARM 00Y
ft"~gPackANM
1291 SARRJIR
AMI O.slPOO mlnul
IMewc$W
AMREX OWbalhlncPsAm

~~p~1,,
1250 ,,,,,o,+,,
SARMIN Oarfat
A**ni~d
Poft
1351

12S
M
"o5

SARRI

rdV0"Pao

t
.A

t,

.

I

'.*.u- -

ARRIR BatIlC Pak
"

12
UC,

SUI
SUACUOS

12" #%RM"" U0Pb:1

.AriE .ck

84
hW4

JUIOMU UAHRtR*

CATALOG MATERIAL, DATED 1974
..

,

'

.
/

.
Attachment

A

BARRIER* the effective
surgical gown
The BARRIER Surgical Gown does
what is was designed to do. It reduces
the risk of spreading bacteria from
a septic to an aseptic zone.
j

The advanced design BARRIER
material reduces the risk of Infection
In two ways$
(a) Moisturg-repclient fabric proOf fluids
ook-tr0*ugh
vents the
and the accompanying migration
of microorganisms.
(b) Tbptjgh yxtud nonwoven
* fabric reu*ces airborne bacteria

rW i

effectively containing

shed skin particles.

In addition, the BARRIER Surgical
Gown provides these benefits to the
surgical teams
0 Soft, supple material Is cool and
comfortable even during pro.
longed procedures.
* Fine, even, doubl*-needle stitch.
Ing In the sleeve holds consist.
ently under stress.
0 BARRIER Gowns free
laundries from processing,.
mending and autoclaving while
providing surgeons and nurses
with new, lightweight, attractive
gowns, guaranteed sterile, for
9ach surgical procedure.
* T#fes

@5J.&.

& Maw

A7TACNMEHT 5
Itarket Share
42Z

25%

12Z

31

-

to of Hospital. Pr.a

and Gown Produts

Revised Autust 26.
Assembly Location

TSUS Item f

1983 Tariff Rate

256.8780

5.61 ad val.

256.8780

5.61 so val.

256.8780

5.61 ad vl.

379.9601
383.9205

16v per lb + 24Z
ad val.
16C per lb + 24Z
ad val.

Mexico

256.8780

5.61 ad val.

Dominican Republic
and Huntsville.
Alabama

GSP

Free

Mexico

379.9601

16€ per
ad val.
16c per
ad val.
16v per
ad val.
16C per
ad val.
16c per
ad val.
16c per
ad val.
5.61 ad

American
1) SONTARA -- 45-551 polyester, 55-4SZ wood pulp Mexico
Convertore
2) R GARDIAYCEL -- 95Z wood pulp. 5Z nylon
Mexico
(Division
scrim
of Amercar Hos3) DEXT
-- 0-50Z polyester, 50-1001
Mexico
pital Supwood pulp
ply Corp.)
4) TYVEK -- 100Z spunbond polyethylene
Mexico

Surgikos
1) FABRIC 45C -- 45-55Z polyester, 55-45Z wood
Inc.
pulp
(Division
of Johnson
& Johnson)
Procter &
Gamble

1) BOUNDARY (FABRIC III) -- 60-701 wood pulp.
30-401 spunbond nylon

KimberlyClark
Corp.

1) KINGUARD-- 1001 sptmbond polypropylene

383.9205
389.6265
2) SPUNiGUARD

--

1002 spunbond polypropylene

Mexico

379.9601
393.9205
389.6265

3) KAYCEL -- 95Z wood pulp. 5Z nylon scrim

1983

Mexico

256.8780

lb 4 24Z
lb+ 242
lb + 131
lb + 241
lb + 242
lb + 131
val.

Market Share

f appany

51

Work Wear
Corp.,
Inc.
(includes
former
Mars and
Will Rose
Companies)

5Z

.2Z

I2

Kendall
Company
(vivisio
of Colgate
-Palvaolive
Tekna-led

General
Econo-Pak

of Hospital Drave and CorM _oducts

CAMPetS

1) KAYCEL

95

--

2) DEXTER -wood pulp

1) TYVEK
2) KAYCEL

1) KAYCEL
scnim

ood pulp. 52 nylon seron
50Z polyester, 50-10OZ

100Z spunbond polyethylene

---

--

95

wood pulp. 5Z nylo1

Seri=

95% wood pulp. 52 nylon

TSUS Irem 0

1983 Tariff Rate

Mexico

256.8780

5.61 ad val.

Mexico

256.8780

5.61 ad val.

U.S.

None

U.S.

None

None

CsP

Free

Dominican

Republic

and Columbus.

2) DEXTER
pulp

--

1) KAYCEL

--

-50Z polyester, 50-100Z wood

952 wood pulp, 52 nylon crimem
2) GEORGIA-PACIFIC -- 4U wood pulp.
5Z nylon
scri
3) DEXTER -- 0-50Z polyester, 50-100Z wood
pulp

52

Assembly Locatio

Miss.

Dominican Republic
and Columbus,'Miss.

Gsp

U.S.
U.S.
U.S.

Free

None
None
None
None

None

All Other
Kme of the
products contiu binders. avd otr tPretter
rbica~s no included- n th--fomberly-Clark duaont, Dexter,
er 'rcen
a....
sod Procter and Gamble are the
for these hospital gowns and
primary producers of the component
drapes. All of the base sheet
disposable
base sheet
is manufactured in the U.S.
Source of market share data:
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EXAIIPLE OF CO1HPARABLE DUTY RATES FOR DISPOSABLE
STERILE GOWNS
-

Year

-

DutyRate
379.9601
383.9205

Paper 256.87

HHF*

1983

5.6%

241

+ .16 lb.

1984

5.6%

22.3% + .13 lb.

1985

5.6%

1986

5.6%

1987

5.6%

- Man-made fiber
•*I

Combined
Effective
Rate HHF*

Duty Per Gown
Added Cost
Per Gown

Z _HF* Duty
vs. Paper

Paper

HMF*

29.1Z

.0244

.1265

.1021

5201

26.3%

.0244

.1150

.0906

4701

20.5% + .08 lb.

23.01

.0244

.1002

.0758

410%

18.8Z + .04 lb.

20.21

.0244

.0874

.0630

360%

.0244

.0741

.0497

300Z

17.0% +

--

17.01
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Senator DAmmigH. Mr. Saunders.
STATEMENT OF PAUL SAUNDERS, VICE PRESIDENT, SURGIKOS,
INC., ARLINGTON, TEX., ACCOMPANIED BY EUGENE T. ROSSIDES,
PARTNER, ROGERS & WELI, WASHINGTON, D.C.
Mr. SA NDFS. Good morning, Mr. Chairman, I am Paul Saunders
of Surgikos. I am accompanied by Mr. Eugene Rossides our Washington counsel, and Mr. Lew Stein, our corporate counsel.
ihe following are the principal points made in my written statement filed today on behalf of Surgikos, a Johnson & Johnson company
of Arlington, 'fex., regarding H.R. 3398 and the Senate counterpart
bill, S. 37. We oppose enactment of this legislation.
Surgikos manufactures and markets an extensive line of disposable
packs, gowns, and surgical specialty products for use in operating
room procedures. These products are properly classified as "reinforced
paper, composed of 55 percent wood pulp, 45 percent polyster binder,
a biodeaable product."
Mr. Chairman, we oppose this legislation for several reasons: If
enacted, it would be contrary to public policy and have an adverse impact upon our manufacturing operations in Texas, where we currently
have about 1,400 employees and a facility investment of $23 million.
Surgikos has been in this business 20 years. We have built the business under existing customs rule and regulations. This is a finite
business;
not a single new domestic job would be created by this
legislation.
Furthermore. the articles covered by the legislation are 100 percent
textile items of nonbiodegradable polypropylene. The legislation would
create new items in the textile schedules without following the mechanisms provided by Congress.
In addition, the legislation would potentially open up imports of
fabrics from all nations.
While the bill is written to benefit a particular U.S. company, foreign-produced nonwovens could be imported under its provisions,
placing an additional strain on the already burdened textile industry.
A restriction on importations for use in performing surgical procedures apparently excludes other uses. It would be difficult to enforce
this, posing a threat to industrial use markets as well.
It has been alleged that this legislation will reduce the health-care
costs. To the contrary--enactment would have no appreciable effect,
as the total disposable pack and gowns business represents less than 1
percent of the overall expenditures of hospitals, and margins for all
disposables are constrained by the cost of using reusable products for
the same end uses.
By way of a final comment, there is no basis for any claim that the
duty on the textile product should be reduced to the level of the paper
product as a matter of equity. Similar products made of dissimilar ingredients are classified at different duty rates throughout the tariff
schedules. And as previously mentioned, Surgikos has built this business under existing rules and regulations.
In conclusion, Mr. Chairman, this legislation would have an adverse
impact on an already competitive business, as well as upsetting the
balance of the carefully crafted textile arrangements. We oppose
enactment.
Thank you, Mr. Chairman.
[The prepared statement of Paul J. Saunders follows:]
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October 21, 1983

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

STATEMENT ON H.R. 3398, SECTION 124, AND
SENATE COUNTERPART BILL, S.37

HEARING ON MISCELLANEOUS TARIFF BILLS
Mr. Chairman and Members of the Subcommittee:
I am Vice President (Operations),

Paul J. Saunders.

My name is
Surgikos,

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

Our

corporate

headquarters

are

in Arlington,

We have manufacturing facilities in Arlington and El

Paso, employing almost

1,400 persons

Texas, with a facility investment of

at these locations in
$23

million.

Surgikos

presently markets an extensive line of disposable packs
gowns

and

surgical

specialty

operating room procedures.

products

for

use

and

in major

These are properly classified under

the Tariff Schedules of the United States (19 USC 1202) by the
U.S. Customs Service as products of reinforced paper, composed
55% of wood pulp and 45% of polyester binder.

l
L~
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-2We oppose the legislation as contrary to public policy
and as having an adverse impact on the business and employees
of Surgikos in Texas.
This bill, if

enacted, would create a new tariff item to
I

be inserted in the Appendix to the Tariff Schedules of the
United States

(TSUS),

with duty at the Column 1 rate of 5.6

percent ad valorem,

covering

bonded

gowns for use in surgical procedures,
bonded

fiber

fibers.
described

fabric disposable

Materials
in the

in the
bill

fiber

fabric disposable

of man-made fibers, and

surgical drapes,

form of

and designed

gowns
for

of

similar
the

same

man-made
to

those

use

are

presently classified as textile items of non-woven disposable
apparel designed for use in hospitals, clinics,

laboratories,

or contaminated areas in items 379.96 and 383.92,

TSUS,

duty rate of 16 cents a pound, plus 240 ad valorem.

at a

Surgical

drapes of textiles are now dutiable at the rate of 16 cents a
pound plus 131 ad valorem in item 389.62,

TSUS.

We understand

that the products to be covered,

although disposable, are made

100%

is

of

polypropylene

biodegradable and for

which

most

that reason will

emphatically

not

present problems

in

waste treatment.
The existing classification for products of reinforced
paper

has

been

established

safeguards

of

Schedules.

As such,

the

applicable
it

in

accordance
provisions

with
of

the

all

the

Tariff-

provides a standard of certainty for
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importers

and other

businessmen who are

business judgments based upon

known

able to make

and accepted

procedures# and rules established in current law.
our products,
are

their

standards,

In addition,

composed 55% of wood pulp and 45% of polyester,

byproducts

of

a

chemical

reaction

biodegradable within a short period of time.

and

are

fully

They thus do not

present waste disposal problems.
The
under

recent

multilateral

trade

negotiations,

conducted

the auspices of the General Agreement on Tariffs and

Trade (GATT),
the GATT,

have involved negotiations by all the members of

including the United States.

The participants have

agreed to virtually universal and uniform tariff treatment of
products

imported

negotiations,
mutually

into

in effect,

interdependent

the

member

countries.

have created a carefully balanced and
system

in which

each

part

purposefully measured relationship to the whole.
programs which has developed out of the GATT is
Generalized
assist

System of Preferences

beneficiary

These

developing

(GSP)

nations

which
by

bears

a

One of the
known as the

is designed to
granting

tariff

preferences on selected products incident to importations into
the participating developed countries,

including

the

United

States.
The United States has adopted the GSP in P.L. 93-618
approved January 3, 1975 (19 U.S.C.

2461 et seq.).

Under the

provisions of that law, the President is required to designate

28-805 0 - 84 - 7
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the articles which may be admitted to the United States duty
free under the GSP program but he is specifically precluded
from

certain

designating

the

which

articles

Congress

has

The first category of such

determined are import-sensitive.

import-sensitive articles is textile and apparel articles which
are subject to textile agreements,

For this reason, none of

the TSUS items cited in the bill is designated as a duty-free
Further, the United States is a signatory to

GSP textile item.

the multi-fiber arrangement for textile products which would be
adversely affected by this amendment.
action at this time

Legislative
textile

articles

without

considering

to reduce
the

usual

the duty on
concessions

available through negotiations at the GATT or with our trading
partners,

as in the multi-fiber

would upset the

arrangement,

delicate balance achieved through previous negoitations and be
contrary to the "hands off" policy for textile items legislated
by the Congress.
It has been asserted by the proponents of the legislation
that somehow the enactment of this legislation will assist in
The statement of

the containment of the costs of health care.

May 10# 1983, submitted by the supplier of the paper product to
Surgikos,

R.I.

du

Pont

de

Nemours

and

Company,

to

the

Subcommittee on Trade of the Souse Ways and Means Committee in
opposition to the enactment of the predecessor bill on this
subject,

H.R.

1226,

said

that buch a claim is

without merit. To quote the du Pont statement:

demonstrably
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and perhaps regrettably, passage of H.R.
1226 will have no appreciable impact on cost of

Finally,

health cars.
The sales price of disposable
surgical gowns and drapes cannot be arbitrarily
set by producers of these items.
This is so
because the greatest volume of surgical gowns and
drapes used in U.8. hospitals is composed of
reusable cotton gowns and drapes which are
laundered by the hospitals themselves or outside
linen services. Margins for all disposables are
constrained by the cost of using reusable
products in the same end uses.
Thus, H.R. 1226
will have little effect on cost of health care.
Du Pont has supported efforts of the United
States Government to maintain an adequate duty
structure on textile products.
We believe
adoption of H.R. 1226 would tend to undermine the
textile program by basing classification of an
imported textile item on its intended use rather
than
its
nature
as
a
textile
product.
Use-related tariff provisions have always been
difficult to monitor and the one suggested in
H.R. 1226 will be no exception.
All

these

reasons

militate

against

the

enactment

of

legislation which would make a specific exception for certain
textile materials without the usual safeguards of study of the
impact of the proposal and negotiation of arrangements with
other countries.

Further,

the proposal,

although of immediate

benefit to one company, is drawn in general terms.

If enacted,

it would open the door to imports of textile products at a very
low duty rate for the use described from any country entitled
to most-favored-nation

treatment, thus clearing

the way for

further competition from any number of sources for our already
beleagured textile industry.
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The Congress has prbvided

a statutory mechanism under

which individual changes in the Tariff Schedules may be made
after studies of the effect on domestic industries,
the

necessary

Commission,

investigation

review

by

the

environmental,

of

all

the

U.S.

International

Trade

Trade

Representative,

and

Such a study can and does include

approval by the President.
consideration

by

following

relevant

factors,

and the reciprocal

economic

and

benefits the United States

might achieve in return for lowering the duty rate on any given
item.

Significantly,

individual changes for specific products

have recently been the subject of negotiations at the GATT by
the U.S.

Trade Representative,

with appropriate trade-offs

which the United States receives a quid pro quo.
of reciprocity is

in

This concept

sound, yet no such trade-off is,

or can be,

provided in this bill.
The wisdom

of adhering to

bilateral negotiations made

only after study is apparent here,

since a study of the effect

of the proposed change would,

we are quite confident,

indicate

a seriously

on

economy

and

the

stated

that

the

adverse

impact

both

the

environment.
In

introducing

the

bill,

the

sponsor

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

seems

statement

to

contradict

distinguishing between the products,

itself

one being mad.

in

of paper,

and one of bonded fabric, and at the same time in saying that
the two are identical.

They are not, as is manifest from the

statement itself.
The fact of the matter
similar,

is that while the end use

the products are not identical,

one

being made

reinforced paper and the other of bonded fabric.

is
of

And again it

is reitereated that our products are 55% of wood pulp and 45%
of

polyester.

composition

of

The

statements

the

two

to

products

the

contrary
in

made

the

on

the

House

of

Representatives are incorrect.
The classification of this product as reinforced paper by
Customs

has

provided for
presumed

a

legal

in lw.

to be so, it

presumption

of

correctness

It is not only legally
is

also factually correct.

which

is

correct and
The chief

component of the Surgikos product is paper; the other product
is indeed 100% of polypropylene, a man-made fiber.
Furthermore,

it is important

difficulties in administration

to

note

that

and -enforcement

tariff imposed on end use rather than composition.

very real

result from a
The uses to

Witkh--an-izt4mate consumer may put such products are difficult
to

monitor

and

are

subject

to

abuse

--

laboratories

or

industrial setting are but two examples where competition with
a domestic market could possibly be an unintended result.

- T_,__

9V
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We

urge

established
negotiations;

opposition

procedures

to
for

this

bill.

orderly

it attempts to provide

and

It sidesteps
equitable

the
trade

legislatively a remedy

that has twice been denied administratively in Customs rulings
and the asserted claim that it will lead to the containment of
health care costs is without credibility and is not correct.
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Senator D.&omWm. Thank you.

Senator Bentsen.
Senator BENTSEN. Thank you very much, Mr. Chairman.
Mr. McGrevin, did I understand you to say that this will in no way
change the competitiveness of the product? Is that what you stated?
Mr. McGivi. No, sir. I believe that's what Mr. Saunders stated.
Senator BENTS iC. I see. That was not your statement, then.
Mr. McGREviN. Senator, I believe what I said was, at this juncture
we have a position that we have less than 5 percent market share--our
company. We are paying in the range of three to five times more duty
on equal products, similar products.
Senator BzNTsE. If you would just deal with the question I asked.

Mr. MGIvIN. Yes sir.
Senator BeNTer. go you did not say that you think it will make
you more competitive?
Mr. McGmizvn. I'm sorry, sir. It will enable us to be more competitive, yes; it will change our competitive situation, which now we are
at a distinct disadvantage.
Senator BENTs8E.

Now let me ask you, sir: You were talking about

1,400 employees in the State I represent?
Mr. SAUNDEIS Yes sir.

Senator BNTSEzN. 'hose are located in Arlington and El Paso?
Mr. SAUNDERS. Yes, sire that is correct.
Senator BENTSEiN. And how are they divided up in that regard?
Mr. SAUNDERS. Approximately 700 to 800 in Arlington and almost

the balance of that in the El Paso area.

Senator BENTSEN. The problem we have down there, with the de-

valuation of the peso is that you have some of the highest unemployment in the United States on the Texas-Mexican border.
Mr. SAUNDERS. Yes, sir.
Senator BENTSiEN. So obviously it is a matter of concern to me if it

means something that lets an outside product come in and be more
competitive, and the further exportation of jobs.
I am also concerned about the fact that this rate of duty on these
products has been negotiated and bound in GATT. I was a part of
that process. And I don't dismiss the idea that we give them a further concession without getting anything in return. I have long felt
that any time we do something like that it ought to be, to the extent
we can, a bilateral situation.
Mr. McGrEvi. Senator, may I just state that we agree with you on
that, and as an effort, as a part of our compromise over the last years
in trying to narrow this bill, we did.attempt to go to the appropriate

parties. And as I stated in my previous statement, they simply came
back and said that they didn't feel it was a significant enough issue to*
take on. We would have preferred to do that ourselves, but they just
didn't give us that opportunity, and we had to go the legislative

process.

Senator BEinsir. Thank you very much, Mr. Chairman.
Senator DANORTH. Thank you, Senator Bentsen.
Gentlemen, thank you very much.
Mr. McGImViz. Thank you, Senator.
Mr. SA NDms. Thank you.
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Senator DAurqvR. The next bill is S. 280: Mr. O'Dell, Mr. Connaughton, and Mr. Datt.
Again, 5 minutes to a side.
Mr. O'Dell.
Mr. O'DPLL. Thank you, sir.
STATEMENT OP WILLIAM R. O'DELL, WELLINGTON PURITAN
MILLS, MADISON, GA., REPRESENTING THE CORDAGE INSTITUTE
Mr. O'DmU. Mr. Chairman and members of the committee, my
name is Bill O'Dell. I am president of Wellington Industries, current
president of the Georgia Textile Manufacturers Association, and past
president of the Cordage Institute, in whose behalf I appear today. I
am here to testify in favor of Senate bill 230.
The Cordage Institute is a trade association of manufacturers of
natural and manmade cordage products. The members manufacture all
sizes and types of cordage products from twine used to wrap small
packages to hawsers to tie up the Nation's largest ships.
For the most part, the members are small businesses. The industry
employs approximately 3,500 highly productive employees.
The domestic cordage industry has been able to stay competitive
in large part with foreign imports because Congress has, through its
tariff schedules of the United States, prevented foreign manufacturers
from dumping their products into the U.S. market without compensating duties of tariffs.
Some importers, however, have found ways to circumvent the intent
of Congress. Synthetic cordage products imported into the country
come in or should come in under U.S. TSUS's 3.6.55 and O8. In June of
1982, however, several members reported seeing imported cordage
coming in under a basket category in the Tariff Scihedule item 774.5595
as "Articles not Specifically Provided for, Rubber or Plastic: Other."
Upon investigation, we found out that the U.S. Customs Service had
made a ruling on the manufacturnig process of cordage products that
has no practical effect on the end product but does disqualify that
product as "cordage" under the definition contained in the Tariff
Schedule.
Cordage manufactured from material which falls within the dimensional requirements of a "strip" is classified as "cordage." If the cordaae is manufactured from a plastic material which is over 1 inch in
width, such material ceases to be considered "textile fiber" and is considered "plastic," and is so classified under the Tariff Schedule. The
result is that two imported polypropylene cordage products identical
in characteristics and for end-use purposes are classified under different Tariff Schedule categories at substantially different duty rates,
merely because one product was manufactured from a material, a
plastic, over 1 inch in width, and the other one of perhaps slightly
under 1 inch. I passed up samples to you, and the obvious effect I
think will be apparent to you.
The situation is further aggravated by the fact that the basket category receives generalized system of preferences treatment, which means
that imported cordage entered under the category from certain beneficiary countries not only receive duty-free status but also it opens the
doors to unlimited quantities of goods not subject to quotas.
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It is important to point out here, Mr. Chairman, that this is a fairly
recent phenomenon. It was not until late 1981 that this loophole was
discovered by agents of the South Koreans, and not until 1982 that
we were able to observe the effects.
As recently as 1977 this basket category represented only $2.2 million
in imports. In 1981, it jumped to $8 million; and in 1982 to $18 million;
and if the current trend continues, in 1983 the imports will be $28
million.
We believe that this enormous quantity of polypropylene rope is
included in these increased shipments. We also believe that the loophole is being actively and aggressively exploited to the detriment of
our domestic cordage industry, and in defiance to the will and intent
of C congress.
As evidence that cordage products are coming in through the loophole, I would cite two graphic comparisons: In 1982 the Republic of
Korea agreed to limit shipments ofpolypropylene cordage products
to this country to 3.5 million pounds. In fact, in 1982 they shipped into
the country only 2,111,000 pounds, or only 60 percent of their quota.
The reason very simply is because it came in duty free under the
"basket" category.
In the same timeframe, domestic cordage sales decreased by 20
percent.
Relief for our industry can be sought in two methods-by going
the route of section 516 of the Tariff Act of 1930, and by legislation.
We have appealed under 516. Quite frankly, we don't have time for
that to take action; the industry won't be in existence if that takes its
normal course. S. 230 is our only expedient course.
After the institute testified before the House Ways and Means Subcommittee on Trade in May of this year, a question was raised concerning the possible incompatibility of language S. 230 with H.R.
1624, the Tariff Schedule. After consultation with Federal agencies
that raised this question, we believe that this legislation can be amended in a way that will satisfy both the requirements to close the loophole
and also overcome the question raised by the agencies charged with
administering the Tariff Schedules. A proposal of this amendment has
been attached to our statement already issued.
Thank you, Senator.
Senator DANFORTH. Thank you, sir.
Mr. Connaughton, and Mr. Datt.
[Mr. William O'Dell's prepared statement follows:]
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THE CORDAGE INSTITUTE
WILLIAM R. O'DELL
STATEMENT ON S. 230
The Cordage Institute is a trade association of manufacturers
of natural and man-made fiber cordage products.

Since) its

founding in 1920, the Cordage Institute has been the collective
voice of this important industry.

It has a history of service

to the country and to the customers, distributors and manufacturers of cordage products made from natural and man-made
fibers.

The Institute has 22 regular members and 3 associate

members located in 16 states.

The members of the Cordage Insti-

tute manufacture all sizes and types of cordage products from
twine used to wrap small packages to large hawsers used to tie
up the nation's ships.

For the most part, the members of the

Cordage Institute are small businesses struggling to survive
in a highly competitive and recessionary economy.

The cordage

industry has been resilient and flexible and has been able to
meet the challenges of a volatile economy.
The 3500 workers in the cordage industry today are highly productive.

The U.S. Department of Commerce Census of Manufacturers

has shown that the value added per employee in the U.S. cordage
industry nearly doubled between 1967 and 1977.

In terms of value

added per production worker hour, the increase in productivity
was over 120% during that same period. The strong positive finding in this area helps to explain the domestic cordage industry's
record of declining real prices and international competitiveness
during the highly inflationary 1970's.

Even in the face of
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increasing imports, the domestic cordage industry has been able
to demonstrate its commitment to remain competitive internationally.
In part, the domestic cordage industry is able to stay competitive because the Congress has, through the Tariff Schedules of
the United States, prevented foreign manufacturers from dumping
their products on the United States market without any compensating duties or tariffs.

The preservation of international

price competition by the domestic cordage industry is in danger
as are a substantial number of the domestic manufacturers because
some importers have found a way to circumvent the intent of
Congress to keep distribution and sales of cordage products in
this country on a competitive basis.
The synthetic cordage products imported into this country come
in, or should come in, under the cordage T.S.U.S. numbers of
316.55, 316.58.

In June of 1982, however, several members re-

ported seeing imported cordage products that were not coming in
under the normal cordage T.S.U.S. numbers, but coming in under
a basket category in the Tariff Schedules item 774.5595 as
"Articles not Specifically Provided for, Rubber or Plastic:
Other."

Upon investigation, we found that the U.S. Customs

Service had made a ruling on the manufacturing process of cordage
products that has no

practical effect on the end product, but

does disqualify that product as cordage under the definition
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contained in the Tariff Schedule.
Cordage manufactured from plastic material which falls within
the dimensional requirements of a "strip" is classified as
cordage.

However, if the cordage is manufactured from plastic

material over one inch in width, such material ceases to be
considered as a textile fiber and is considered plastic and is
so classified under the Tariff Schedule.

The reason underlying

this difference in classification is that the current definition
of cordage as contained in Schedule 3 Part 2 --

Headnote l(a)

restricts cordage to "...assemblages of textile fibers or yarns
... "

and therefore cannot be classified as cordage according to

the Custo's

Service.

Consequently, such cordage made from

plastic material is classified by the Customs Service under
Schedule 7 Part 12, Subpart D, Item 774.5595 as "Articles not
Specially Provided for of Rubber or Plastic:

Other."

The re-

sult is that two identical importations of polypropylene cordage
of identical characteristics and use are classified under differing Tariff Schedule categories at substantially different duty
rates merely because one product was manufactured from plastic
material over one inch in width while the other was not.
Foreign manufacturers have taken full advantage of this discrepancy in the Customs law.

They have been certain that the

cordage they produce for exportation to the United States is
constructed of plastic material over one inch in width in order
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to enjoy the advantages of lower, or no

duty and consequently

to afford themselves an economic advantage over the domestic
cordage industry.

The situation is further aggravated by the

fact that Item 774.5595 receives Generalized System of Preferences treatment, which means that importation of cordage entered
under item 774.5595 from certain beneficiary countries receive
duty-free status.

Additionally, there are quota restrictions

on cordage products entered under items 316.55, 316.58, but no
quota restrictions under item 774.5595.

Therefore, not only is

the foreign manufacturer receiving the benefits of a lower duty
or no duty from cordage made from plastic material entered under
item 774.55951 he is also totally certain of no quota restrictions.
't is important to point out here that this is a fairly recent
phenomenon.

It was not until late in 1981 that this loophole

was discovered by agents of the South Koreans and not until 1982
that we were able to observe the full effects.
We submitted to the United States Trade Representative an economic
white paper that clearly showed the significant market disruption
caused by unfettered importation of polypropylene cordage.

The

paper was prepared to provide information to the United States
Trade Representative for their bilateral negotiations with the
Republic of Korea in support of the Cordage Institute request for
relief against the flood of imports from Korea of cordage products.
The United States Trade Representative did negotiate a quota in
the subject tariff items as a result of the Cordage Institute request.
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The paper demonstrated the precarious nature of the domestic
industry in regard to the low price of foreign imports, a case
that was convincing to the United States Trade Represntative
before it was known that competitive products were entering
the United States duty-free through a loophole in the Tariff
Schedule.
For previous years, as the following chart shows, this basket
category represented only $2.2 million as recently as 1977.
Even in 1981 the category represented only $8 million of imports but then, in 1982, this category increased by almost two
and one half times to over $18 million.
Valuation of T.S.U.S. Item 774.5595:
1977 $2,242,000
1978 $4,622,000
1979 $8,062,000
1980 $7,503,000
1981 $8,039,000
1982 $18,043,957
From our reading of the Journal of Commerce Weekly Import Bulletin,
we believe that an enormous quantity of polypropylene rope is included in these increased shipments.

We also believe that the

loophole is being actively and aggressively exploited to the
detriment of our domestic cordage industry and in defiance of
the will and intent of Congress and the United States Trade Representative.
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As evidence that cordage products are coming in through %his
loophole we would cite two graphic comparisons:
In 1982, the Republic of Korea agreed to limit shipments of
polypropylene cordage products to this country to 3,500,000
pounds up from the 1, 885,059 pounds they shipped to this
couhtry in 1981.

In facts they exported to this country in

1982 only 2,111,129 pounds under the cordage categories or
only about 60 percent of their quota.
In 1982, the domestic cordage industry recorded a precipitous
drop in sales of polypropylene cordage to 16,421,200 pounds in
1982 from 20,579,900 pounds in 19811

a decline of over 20% at

a time when the economy was improving.
Relief for the cordage industry and the restoration of the full
intent of Congress can be effected by two methods.

One method

is to file a petition, as described in section 516, Tariff Act
of 1930, as amended (19 U.S.C. 1516) with the Customs Service
to get them to change their ruling that we believe is a misclassification.

This we have done.

However, even if the Customs Service considered our petition on
an expedited basis the absolute earliest we could look forward
to relief, given the statutory time required for comment periods
and economic impact statements, would be 9 months and it could
run 12 to 18 months.

Such delay would be disastrous to the

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

Our bill, S. 230, and its companion.

legislationP.R. 1624, is really very simple in its application;
it'would remove the distinction between identical pieces of
cordage whose only difference is a minor change in method of
manufacture.

It would permit the Customs Service to look at

a piece of 3/16 inch rope and say, "That's a piece of rope" without sending it off to the laboratory to find out whether or not
it had been made out of strips greater or less than one inch
in width.

By their own admission, the Customs Service has said

that "...it is quite difficult to determine the exact original
width of a strip after it has been fully fibrillated..."
We realize that there are many distinctions in the Tariff
Schedules between products and that definitions serve a purpose
For

in determining the value of a product for tariff purposes.

instance, extra ornamentation or an added finish can change the
value of a product and it could logically be classified under
a different item number that reflects that changed value.
the definition of the product itself would not be changed.

But
Add-

ing ornamentation to a shirt might change the value of the shirt
but it would still be called a shirt.

The effect of the current

law is to say that, because of its method of manufacture, a
piece of rope is, in fact, not rope.

We believe that circum-

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

107
8.

S. 230 does not reclassify an item from one category in the
Tariff Schedule to another, it merely ensures that all cordage
prQxducts intended by Congress to come into this country under
certain item numbers in the Tariff Schedules will do just that.
We have the simple belief that if the Congress intended one
piece of rope imported into this country to fall under certain
cordage item numbers in the Tariff Schedule, they intended every
piece of rope to fall under cordage items in the Tariff Schedule.
After the Institute testified before the House Ways & Means
Subcommittee on Trade in May of this year, a question was raised
concerning the possible incompatibility of the language in S. 230.
and H.R. 1624 with the Tariff Schedules.

After consultation

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

Attached is the proposed amendment.

At present, this problem is an immediate one for the Cordage
Institute and all manufacturers of cordage products.

If this

loophole, is left open, however, we believe that foreign manufacturers will not only continue to make cordage products from
plastic strips a little wider than an inch, but that it is entirely possible that they will be making woven fabrics as well.
There is clearly the technology available to make woven plastic
seatcovers or tarpaulins or Dther items that are generally believed

28-805 0 - 84 - 8

108
9.

to be textile products out of these plastic strips wider than
an inch.

Because this is a clear and present danger, we have

the support of the Man-Made Fiber Producers Association and the
American Textile Manufacturers Institute behind this bill.
It is interesting to note that shortly after the bill was orginally introduced in the 97th Congress in September, 1982, a
great deal of misinformation was circulated about the adverse
economic effects of this bill on the farmers.

I would hasten

to point out that in fact, the only adverse consequences suffered by the American farmer will be if this bill is not passed.
In 1982, the amount of baler twine that was shipped within this
country (according to the Textile Economic Bureau) was 166 million
pounds.

Of that 166 million pounds, 145 million pounds was sisal

baler twine, a natural fiber twine that is imported into this
-country from Brazil, Mexico and some East African countries
without quota and without duty.

That represents 86% of all the

baler twine that is used in this country.

The remaining 21

million pounds, or 14% is plastic or polypropylene twine, virtually all of which is made in this country --

domestically pro-

duced.
Historically, there has been a 20% price differential between
sisal or natural fiber twine and plastic twine, with the plastic
twine being less expensive.

Since there is currently an insig-

nificarnt amount of plastic baler twine being imported into this
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country, this bill would have a negligible effect on the price
of plastic baler twine and, of course, it would have no effect
whatsoever on the status of the imported sisal twine.

Moreover,

we would submit that if this bill is not passed and, as a result,
manufacturers of baler twine go out of business because they
cannot compete with their other products as long as this loophole stays open, then the American farmer will be at the mercy
of a foreign cartel for his sisal baler twine and, if plastic
baler twine is imported, he will be at the mercy of one or
possibly two importers.
We believe, without fear of successful contradiction, the domestic baler twine manufacturers in this country are having a
moderating effect on the price of all baler twine.
In summary, Mr. Chairman and members of the Committee, we implore you to report S. 230 quickly and close this loophole that
is rapidly destroying the ability of the domestic rope manufacturers to survive.
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An amendment to S.230

Section 1. Part 1-E of Schedule 3 of the Tariff Schedules
of the United States is amended(1) by deleting "each of which consists" in headnote
3(c) and inserting in lieu thereof, "and fibrillated or
fibrillating strips of any dimension which consists, after
fibrillation in the case of strips," and;
(2) by inserting the headnote 3(d), following the
word "embraces,' the terms "non-fibrillated or nonfibrillating."
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Technical Amendment to H.R. 1624
The amendment to H.R. 1624 is a technical amendment that
clarifies the definition of a plexiform filament in Part 1 E of
Schedule 3 of the Tariff Schedules of the United States, rather
than amending the headnotes in Part 1 E. Currently, the U.S.
Customs Service has interpreted the language in such a way that
the definition of "plexiform filaments" is combined with the
definition for "strips" so that plexiform filaments derived from
fibrillatable strips of over one inch in width become a plastic
item rather than a textile fiber.
In the instant case this interpretation of existing language
by the Customs Service means that cordage products made from
plexiform filaments derived from fibrillatable strips of one inch
or less in width are imported into this country under the cordage
category in the Tariff Schedule, while cordage products made from
plexiform filaments derived from fibrillatable strips wider than
one inch are considered plastic under this interpretation and come
in under the basket category of 774.SS:
provided for, of rubber or plastic:

"Articles not specially

Other."

In fact, the Tariff Schedules did not contemplate a width
limitation on fibrillatable strips of plexiform filaments.

The

clear distinction between "plexiform filaments" and "strips" is
that a plexiform filament is capable of being fibrillated whereas
a strip is not capable of being fibrillated.
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Headnote 3(c) would now read:

(c)

the term "plexifo-m filaments" embraces flexible

filaments and fibrillated or fibrillating strips of any
dimension which consists, after fibrillation in the case
of strips, of a network or plexus of fine fibers and which
are suitable for the manufacture of textiles.

Headnote 3(d) would now read:
(d) the term "strips" embraces non-fibrillated or nonfibrillating strips (including

strips of laminated

construction), whether or not folded lengthwise, twisted,
or crimped, which in unfolded, untwisted, and uncripmed
condition are over 0.06 inch but not over one inch in width
and are not over 0.01 inch in thickness;
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STATEMENT OF THOMAS A. CONNAUGHTON, PARTNER, BAYH, TABBERT & CAPEHART, WASHINGTON, D.C., ON BEHALF OF FRANK
W. WINNE & SON, INC., PHILADELPHIA, PA.
Mr. CONvNAUGHTON. My name is Thomas Connaughton. I am coun-

sel for Frank W. Winne & Son, Inc., of Philadeiphia. Winne is a
distributor of all types of imported and domestic binding and tying
materials.
We welcome the opportunity to state our opposition to this legislation, and I think I can summarize it very quickly for the committee.
First, Mr. Chairman, a domestic interested party petition.has been
filed at Customs. There is an administrative proceeding going on
which addresses the concerns of the industry. We believe it would
be unwise to enact what we consider to be far-reaching legislation
while this administrative proceeding is under consideration.
Second, the plastic materials affected by S. 230 are bound items
under GATT. If the bill is enacted, compensation would be required
to those nations which export the material to the United States.
Third, Mr. Chairman, the legislation would adversely affect important segments of the U.S. economy, particularly agriculture,
marine, and fishing interests which consume the largest quantities
of plastic tying materials. Te cost of these materials will increase
approximately 20 cents per pound if S. 230 is enacted and a 25-80
percent duty is placed on these products.
Further, Mr. Chairman, we disagree with the proponents of this
bill on the merits of the tariff question in general. This is not a "loophole." There has been a longstanding precedent to divide plastics
from textiles based on objective physical criteria rather than use.
Certain materials are plastics, no matter how they are used. The
Tariff Commission and congress examined and has specifically rejected use tests which were suggested by American industry over 20
years ago. Enactment of S. 230 would overrule this well reasoned
precedent and render the Tariff Schedules confusing and inconsistent
regarding these important distinctions between plastics and textiles.
Thank you, Mr. Chairman.
Senator DANFOmR.
Thank you. sir.
[The prepared statement of Thomas A. Connaughton follows:]
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STATEMENT IN OPPOSITION TO S.230

Pursuant to Press Release No. 83-173
Presented to the
Subcommittee on International Trade
Committee on Finance
United States Senate
by
Thomas A. Connaughton, Counsel
for Frank W. Winne & Son, Inc.

October 21, 1983

Thomas A. Connaughton, Esquire
Bayh, Tabbert & Capehart
1575 Eye Street, N.W., Suite 1025
Washington, D.C. 20005
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SUMMARY

1. A Domestic Interested Party Petition has been filed with the
Customs Service under 19 U.S.C. S1516 that addresses the alleged
problems of the domestic cordage industry. Congress should not
enact farreaching legislation when administrative remedies are
available-to the proponents of this bill.
2. The plast c materials affected by S.230 are bound items under
GATT and if the bill is enacted compensation would be required to
those nations which export the materials to the United States.
3. The legislation would adversely affect important segments of
the U.S. economy, particularly agricultural and marine interests
which consume the largest quantities of plastic tying materials.
The cost of these materials will increase approximately 20 cents
per pound if S.230 is enacted.
4(a). S.230 would reclassify tying materials made from plastics as
textile cordage, thereby subjecting them to very high duties based
on the argument that the plastic materials are used for the same
purposes as textile cordage.
4(b). The reclassification of plastic tying materials as textiles
would upset the distinction between textiles and -plastics which
runs throughout the textile sections of theTariff Schedules of the
United States. This distinction is based on objective, physical
criteria. The "use" criteria which is embodied in S.230 was specifically rejected over twenty years ago and has been rejected by
most trading nations of the world.
5. If S.230 is enacted, imports of -these plastic materials from
Korea would be prohibited under the strict quotas set out for textile cordage under the bilateral agreement signed December 1, 1982
with that country. Since this result could not have been contemIslated at the time the agreement was negotiated, renegotiation
would probably be required.
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STATEMENT

Our firm represents Frank W. Winne and Son,

Inc.

Winne is a

distributor of all types of imported and domestic binding
materials, 'including

rope, twine, wire and tape.

We are grateful for the opportunity to present this statement
in opposition to S.230 on behalf of Frank W. Winne & Son,
requested in Press Release No. 83-173.

Inc. as

We believe that enactment

of S.230 would be unwise, and we respectfully urge the Subcommittee
to reject this bill.

As we understand it, to support the ,need for S.230, the
domestic cordage industry has presented an argument that Congress
unwittingly left a loophole in the textile provisions of the Tariff
Schedules'when it excluded certain plastic materials from the
definitions of textile fibers.

Congress never envisioned, the

industry contends, that polypropylene strips over one inch in width
might be used in a way which would compete with traditional textile
materials.

Therefore, the definition of cordage should be changed

to include any products made from plastic materials which can be
used in a similar manner as textile cordage.

Our research leads us to a.very different conclusion.

The

debate regarding the classification of manmade fibers began with
their introduction into commerce over a half-century ago.

Domestic

manufacturers have consistently pressed for tariff classification
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which would include as textiles any materials which could be used
for textile purposes.

However, Congress and Pederal agencies have

rejected this subjective approach.

Instead, an objective standard

to divide plastics and textiles, based upon physical characteristics and 'dimensions, was established and refined after long and
careful study.

The one inch limitation on strips dates back to

1930 (see )ppendix A),

and despite suggestions from the domestic

industry to substitute a subjective use standard, has remained in
U.S. law as a reasonable dividing line between textiles and
plastics.

At the Tariff Commission hearings in 1958 concerning

creation of the Tariff Schedules, the domestic industry argued
strenuously that strips larger than one inch in width and monofilaments larger than 1/16 inch were being used for textile
purposes and that the new schedules should establish a use standard
or, at the very least, increase the sizes set out in the objective
standards.

Though recognizing fully that some manmade fibers

classified as plastics would be used for textile purposes,

the

Tariff Commission rejected the subjective approach and its
recommendations were enacted by Congress in 1962.

The attached excerpts from the Tariff Commission's Tariff
Classification Study illustrate the classification difficulties
which manmade fibers posed, and the views on how to overcome these
problems.

In the Explanatory Notes to Subpart E, Part 1, Schedule

3, of the Tariff Classification Study the Commission stated:

The problem of providing for man-made fibers is
twofold: (1) they must be delineated in terms of
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the materials of which they are made and (2) they
must be described in terms of their physical for" and dimension. This problem is unique with man-made
fibers. Unlike natural textile fibers, the materials
andphysical form of man-made fibers, as their name
implies, are completely within the control of man.
The ability to control fiber size has given broader
scope to the textiles concept and has opened up new
gses for textile fibers for which natural textile
fibers are unsuited.
5 Tariff Classification Studyr Proposed Revised Tariff Schedules of
the United States, 44 (1960), (hereinafter "Tariff Classification
Study"), (emphasis supplied).

The Commission, in attempting to solve these problems,
proposed specific objective definitions of manmade fibers for
Schedule 3, and provided a special note to proposed Part 12 of
Schedule 7.(plastics) which reads:
Special Note for Part 12:
Among other products, part 12 includes certain

monofilaments and strips not covered by provisions of

part 1E of schedule 3 and articles of such products"not
covered by the provisions for articles of "man-made
fibers" in schedule 3 or elsewhere in schedule 7. At
present, it is contemplated that the definition for
"man-made fibers" set forth in part 1E as originally
published will be modified in certain respects to insure
that, to the extent feasible, its application will be
confined to textile products. In line with this purpose,

it is proposed, among other things, to restrict the

coverage of the term, "man-made fibers", insofar as
filaments are concerned, to filaments, regardless of
cross-sectional configuration, whether singles or
grouped, whether continuous or noncontinuous, which are
not over 1/16 inch in maximum diameter, and insofar as
strips are concerned, to strips, whether or not

laminated, folded, or twisted, and whether continuous or

noncontinuous, which in flat, unfolded condition are over
1/16 inch but not over 1 inch in width and not over 0.01
inch in thickness.

9 Tariff Classification Study at 569 (emphasis supplied).
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These proposed dividing lines were discussed at length at the
Tariff C61nmission's hearings and in written comments filed with the
Commission.

The Man-Made Piber Producers Association,

in testimony

before the Commission, argued that a manmade fiber should be
classified :as a textile fiber "regardless of its dimension" and
that the proposed dimensional limits on manmade fibers would result
in the textiles being classifed as plastics.

5 Tariff

Classification Study at 432, See Appendix B. The Association
wanted fiber material classified under the manmade fiber schedule
without reference to the material's dimension, but noted that if
dividing lines were to be drawn,

the proposals of 1/16 inch and one

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

Similarly, DuPont, while stating that "certain arbitrary
delineations of measurements may be desirable" suggested that the
proposed dimensional restrictions were too small.
ification Study at 591, See Appendix C.

5 Tariff Class-

Like the Association,

DuPont was in favor of including as much manmade material as
possible under Schedule 3.

The Commission's thinking on the issue is evident from the
excerpts from the Tariff Classification Study attached as Appendix
D. Mr.

Russell Shewmaker,

Commission,

Assistant Legal Counsel, U.S. Tariff

noted that a physical description of the material has

an element of arbitrariness, but provides certainty and solves the
problems a use provision would produce.

Mr.

Shewmaker indicated
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that the Commission has tried to limit the definition of manmade
textile iribers to those which have the characteristics of
traditional natural fibers, and stated,

in response to the

Association's comments, that the Commission's

-

... effort is, one of giving substance to the term, [anmadetfiber) a greater clarity, such as you get from A
conception of physical dimension, and cannot get from one
where you are constantly confronted with chief use, or
'same other use' conception.
we are trying to get this into an objective
schedule, that will not have these subsidiary problems.
5 Tariff Classification Study at 438, See Appendix D.
After receipt of testimony and written comments on its
proposals, the Tariff Commission agreed to make certain changes,
including distinguishing between monofilaments and strips and
creating a separate provision for plexiform filaments.

However,

the Commission, and ultimately Congress, did not modify the
dimensional dividing lines between manmade fibers and plastics.

Based on these materials,

we believe that the Tariff

Commission and Congress had a full understanding of the issues

-

involved in dividing textile fibers from plastics and chose an
objective standard knowing the consequences.

Moreover, as

indicated by the BTN's means of distingusihing between plastics and
textiles, most trading nations have approached this problem similarly.

Thus, we do not view S.230 as a bill to correct an

unwitting technical error in the Tariff Schedules.

Instead, it is

a far-reaching substantive piece of legislation which would overturn 50 years of policy and set the U.S. apart from the rest of the

122
world, by including plastics under the Tariff Schedules' provisions

for texties.
It should also be noted that if S.230 becomes law it will be
necessary

o renegotiate the bilateral agreement with Korea which

was reached in,1982.

Frank W. Winne has imported plastic tying

material classified under TSUS item 774.55 since 1981.

Accord-

ingly; we 'believe that the quotas provided for in the bilateral
agreement reached in December, 1982 would have addressed such
materials directly if it had been the intent to curtail these imports.

In this connection, we note that a white paper submitted by

the Cordage Institute in connection with the negotiation of the
U.S.-Korean bilateral agreement discusses only imports classified
under the textile provisions of the TSUS.

Further, the quotas on

cordage set out in the agreement are consistent with the pattern of
trade in textile cordage from Korea over the last several years.
The quota-limits do not include plastic materials and nothing in
the agreement addresses such materials.

Yet, if S.230 was enacted,

a substantial portion of trade in these plastics would be prohibited by the quotas negotiated under the bilateral agreement with
Korea.

To conclude, we see significant consequences if this legislation is passed.

The Tariff Schedules of the U.S. will be un-

necessarily confused as textiles and plastics are intermingled
despite 50 years'of precedent to the contrary.

There will be rami-

fications under GATT, and our bilateral agreement with Korea will
be affected.
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The legislation would also adversely affect important segments
of the U.

economy.

If the legislation is enacted, farmers and

maritime interests will be denied an alternative to textile cordage
which enhances competition and lowers costs.

This is a high price

to placate -a domestic industry, particularly since imports of the
product, we believe, affect only slightly more than one percent of
the U.S.

Vordage market.

Finally, the domestic industry has filed a Domestic Interested
Party Petition with the Customs Service under 19 U.S.C. S1516 that,
we understand, addresses the industry's alleged problem.

It seems

to us that Customs can more properly address the concerns of the
industry.

Far-reaching legislation is not the answer.

Thank you very much for the opportunity to present our views
on this very important legislation.

We hope that the Subcommittee

will examine the bill carefully and come to the conclusion that it
should not be enacted.
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APPENDIX A
Comparative Print of H.R.2667 as Passed by the Rouse
an6 the Tariff Act of 1922, E.Doc., No. 23, 71st
Congress, 1st Session, 91(1929)
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articles composed wholly or in chief vrlue of any of the foregoing, 45
cents per pound and 00 per c'stum ad valorem.3 Pabriw. witA fit
6.S, not ezceeding twelve itnch" in . igi , and article made tere.
from;- tIuing*, garters, svwpimders, biracee, cord#$ tassels, and cord*
Ond Zael; a2 tAe foregoing too ly or in chkf value of rayon or of
ayon wd 4*d rubber, afd not 8pOciGay provided for, 45 cent# per
Pvw ad CO per ctum 4 valorem
, and, in addition, if .acgurd.
. ur.d, 10 per Obenium ad "aormem
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APPENDIX B

Excerpts from the "Testimony of Mr. E.L. Stewart,
Representing the Man-Made Fiber Producers Association",
5 Tariff Classification Study, 430 and "Statement of
the Man-Made Fiber Producers Association to the U.S.

Tariff Commission in Regard to Part 12 of Schedule 7
of the Proposed Revised and Consolidated Tariff
Schedules", 9 Tariff Classification Study, 868.
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basis
of todarpy's roduem To draw the liDe ait one-si1 eentb of at inch would
t
. I sv phevulet u e lakier.

However. if the Commission In itsAidi
ftlis that a dimepsionl dividing
line is necesstry to Inture that all onrtnnade fibers atd filamusents. rerardleas of
ultimate ue I a particular case, be clsao1ed under the monuvode fiber schedule,
then u'e woul(J not object. We think you bte not met this ob)jctive in drawing
the line at on-sirteenth of an Inch.
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This dual versaflli. of manade fiber meems to he leadi; the staff of tho
Commisalon to the tenta~rie eovelusIon that some other criteria wnnid ho doairsbit for the Identlicatim at the Iuaterials to be cotvetv by' the manazade 111cr
,ocinof the textile 'sbedule than that which tbe ves.tifts) textile terMiv,"A#<
ItI01 WoA'ld a"'MISS111li4. Atrnrdizaly. tbey have pro) i. a crnwoeet.l al
dfimenvei"al liltaUn.
)'rUn the point of view of em.atllTr of fOrt. t staf "em, te here MeM
-That L 112T12 SM116 Of mantnldt fibe umveria Ceiul be tiroie 15 * (rtwo.
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Personal dimeiodio would eopre rta4. the *V t erp to bore mmend that
some
~
aotldimenslm moost be fond.-wbic WouO mark Is; Orn1IM"10
unt thiselt le tr Oreri ko ot*
Dot'itInv#
&=l
e it eigh th the fact that
the
beua which
texdtleIs.term
tbemmel'sL
andpropertim.
fiber, mayapLbie
only be
w
Material
In scvordanee
wtbfilament
all of ItA
of appleid
being tpun
or of beinlc weoren into fabric. knitted. o sd in other bai c tetile ,lerSthima.
In other word, tbe content tf the term -Slanent" or fiberW dow Dot Inelud6
propertis which make the material U aceeptabit for swb use4.
GO-t-rrWRJ"K ?'e £.3 &MII.xAS .tPr zuJ.O)c:A.L bTiWUIO4 unc
It is dI6clt to dvw i diriding line o the bauls of sy re c
1
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a fiber of klrreular cms stUon cae orepsebly yield a Aiber wbich exceeds
&De-eIghbt Inch at Itv great dimenlan and "till be initt auitahh, for we.ornl
into fahriP. knittinL o either hasi textile,ojerationsa.
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APPENDIX C

Letter from F.X. Regan, of E.I. du Pont de Nemours & Co.
to Mr. Russell Shewmaker of the U.S. Tariff Commission
(1959), published in 5 Tariff Classification Study, 591.
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STATEMENT OF TOHN C.DATT, SECRETARY AND DIRECTOR OF THE
WASHINGTON OFFICE, AMERICAl FARM BUREAU FEDERATION

Mr. DATT. I am John Datt, secretary and director of the Washington
office for the American Farm Bureau.
The farm bureau opposes S. 230, which would substantially increase
the duties on polypropylene cordage and twine. If passed, this legislation would significantly increase the duties on bailer twine to American farmers. It is estimated that the proposed duties would add about
$4.er bail, or about 20 cents per pound, to the cost of the imported
bailer twine.
Some years ago Congress exempted imported sisal bailer twine
from import duties. We believe that this new material should be accorded the same treatment.
Our affiliated service companies market to our farmer members
about 120,000 bales of sisal twine and about 15,000 bales of polypropylene twine each year. However, the use of plastic cordage is growing,
and this material is also used in hay bags, hay sleeves, and hay covers,
which are a recently new development in agriculture.
The more competition we have in the twine and cordage market,
the lower will be the farmers' production costs.
Farm income has suffered greatly in the last several years. A combination of rising production costs and low commodity prices has put
U.S. farmers in a financial bind.
Mr. Chairman, our plea is simply for help in holding our production
cost down. We need keener competition in farm supplies in order to
hold down our costs. This is why we oppose S. 230.
Thank you very much.
[The prepared statement of American Farm Bureau Federation
follows: J
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Farm Bureau opposes S. 230, which would substantially increase
the duties on polypropylene cordage and twine. If passed, this
legislation would significantly increase the duties on baler twine to
American farmers. It is estimated that the proposed duties would add
about $4 per bale or $.20 per pound to the cost of imported polyproEylene baler twine. Some years ago, Congress exempted imported sisal
aler:twine from import duties. We believe that this new material
should be accorded the same treatment.
Our affiliated service companies market to our farmer members
about 120,000 bales of sisal twine and around 15,000 bales of polypropylene twine each year. However, the use of plastic cordage is
growing and this material is also used in "hay bags", "hay sleeves'
and "hay covers".
The more competition we have in the twine and cordage market, the
lower will be the farmers' production costs.
Farm income has suffered greatly in the last several years. A
combination of rising production costs and low commodity prices has
put U.S. farmers in a financial bind.
Mr. Chariman, our plea is simply for help in holding our production cost down. We need keener competition in farm supplies in order
to hold down our costs. This is why we oppose S. 230.
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SU4MARY OF PRINCIPAL POINTS
AMERICAN FARM BUREAU FEDERATION STATEMENT
REGARDING S. 453

1. Mr. Chairman, in a letter to your Committee on September 9,
1983, we stated our strong support for Senator Warner's bill, S. 453,
which would impose a one-tenth of one cent per gallon duty on apple
juice.
2. The purpose of this duty increase is merely to provide a way
to place subsidized Argentine apple juice imports into a dutiable
category which would enable Farm Bureau to file a countervailing duty
petition without the loss of time and tremendous expense of "proving
injury" to the domestic apple industry.
.3. Over the past seven years, the quantity of apple juice
imported into the U.S. has grown from 34 million gallons in 1976 to
104 million gallons in 1982. This represents the equivalent of more
than 30 million bushels of apples, a figure greater than an average
annual production of Michigan and Pennsylvania.
4. Twenty-three million gallons of the increase are from
Argentina, which shipped about 19 million gallons in 1976 and about
42 million gallons in 1982. This quantity alone represents the total
annual apple production in the state of Virginia.
5. The Foreign Agriculture Service and other government agencies
have the evidence that the Argentine Government does indeed assist the
producers and exporters of Argentine apple juice.
6. The apple growers of the U.S. are being hurt badly by the
subsidized imports of apple juice from Argentina. These growers need
help from their government in order to compete with the subsidized
imports from Argentina. We realize that countervailing duty procedures are available, and we plan to exercise such procedures.
However, if our farmers must prove industry, this is time-consuming
and very expensive, with cost running from $75,000 to several hundred
thousand dollars to carry a petition through the necessary procedures
if "injury" must be proven.
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October 21, 1983
Farm Bureau appreciates -the opportunity to comment on a tariff
bill which has been referred to your Subcommittee on International
Trade. S. 453, a bill Farm Bureau strongly supports, would impose
a 1/10 of 1 cent per gallon duty on imported apple and pear juice.
The purpose of the 1/10 of 1 cent per gallon duty on apple and
pear juice imports is merely a way to place subsidized Argentine apple
juice imports in a dutiable category enabling Farm Bureau to file a
countervailing duty petition without the bother and tremendous expense
of proving "injury" to the domestic apple industry.
Farm Bureau is keenly interested in the passage of S. 453. This
bill was introduced by Senator Warner and now has 15 cosponsors.
Over the past seven years, the quantity of apple juice imported
into the United States has grown from 34.38 million gallons (single
strength equivalent) in 1976 to 103.76 million gallons in 1982.
Foreign apple juice is imported in concentrated form for
reconstitution in this country. This represents the equivalent of
more than 30 million bushels of apples, a figure greater than the
average annual production of Michigan and Pennsylvania combined.
Twenty-three (23) million gallons of the increase are from Argentina
which whipped 18.86 million gallons in 1976 and 41.95 million gallons
in 1982. The quantity imported in 1981 represents 10.67 million
bushels of apples, more from Argentina alone than the total annual
apple production for the State of Virginia.*
The dramatic increase in apple juice imports is a major concern
to U.S. apple growers. Their concerns are magnified when we find that
the government of an exporting nation is providing a substantial
subsidy to the processors and exporters of that product. Farm Bureau
finds a willingness of its members to compete with growers in other
countries on a fair basis, but they cannot compete with the treasuries
of other countries.
Attached are data providing the levels of imports from foreign
sources for the period 1965-1983, and the quantities of apples.
represented by such imports. Also attached is a review of the subsidy
schemes provided by the Argentine Government to its apple industry to
develop export capabilities.
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Page 2

It is obvious from the information available to us that the
Government of Argentina is indeed subsidizing its exports of apple
juice into the United States' market to the detriment of U.S. apple
growers and processors of domestic apple juice.
The Tariff Schedule of the United States provides a zero (0) duty
on apple and pear juice imported from countries which enjoy the "Most
Favored Nations" designation. Argentina has been so designated.
Imports of apple and pear juice from countries not enjoying "Most
Favored Nations" designation are subject to a duty of five (5) cents
er gallon under T.S.U.S. Item No. 165.15. Apple and pear juice are
only juice imports free of duty under the M.F.N. category.
Since apple juice currently is not dutiable, the domestic apple
juice industry would have to allege and the International Trade
Commission would be required to determine "material injury" before a
countervailing duty could be put into place to offset the Argentine
subsidy advantage. Therefore, the purpose of S. 453 is to impose a
minor duty on apple juice imports in order to place Argentina in a
category whereby the Department of Commerce could investigate the
export subsidies of Argentina with regard to a ple juice and, if found
to be as alleged, could initiate a countervailing duty action that
would offset the Argentine subsidy advantage. This could be done
without apple growers having to resort to costly legal fees to take
their case before the International Trade Comission to prove material
injury to the apple juice industry.
Farm Bureau will encourage those suffering from this practice to
seek relief by petitioning the U.S. Department of Commerce to
investigate these subsidies and if their findings are positive to
instruct the Customs Service to apply countervailing duties as
provided under Section 303 of the Tariff Act of 1930.
We urge that S. 453 be approved by your Subcommittee and that it
be passed by the Congress to enable U.S. producers to seek relief from
the subsidies provided by the Government of Argentina on apple juice
exports from their country.
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TOTAL APPLE r, PEAR JUICE IMPORTS

'1983 JANUARY

YEAR

TOTAL
GALLONS

1965

5,049,295

1,402,582

1966

3,080,203

855,612

1967

2,535,422

704,284

1968

10,908,738

3,030,205

1969

14,168,506

3,935,696

1970

16 834,532

4,678,759

1971

34,112,513

9,475,698

1972

25.632,907

7,120,252

1973

20,697,580

5,749,328

1974

2k1,495,957

5,986,623

1975

21,216,285

5,908,737

1976

34,387,544

9,576,259

1977

31,906,859

8,886,058

1978

44,396,152

12,363,770

•1979

66,501,098

18,472,527

1980

43,520,365

12,089,324

1081

81,602,668

22,667,408

1982

103,758,056

rvO,880,374

19830.

63,560,371

18,973,245

28,448,347
63,560,371

8,492,044
18,973,245

-1

TOTAL
42 LB. BU.

MAY ONLY

":FOR COLEAR SCNI

JANUARY - MAY 1982
JANUARY - MAY. 1983
CONVERSIONI
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,.
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fd^

11.7142
126.373

419,275

5
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370,029

t0o."3

44.016

361,311
103.03

945,974

263,654

276,930

77, 127

216.91

ITMi.Y
VULGrl,,

73.69

349.213

102.26

430,1"6

179.192

49.905

04*e.100

2.'20

M03.030

23S.130

241.046

/

19

1.416.216

1.155,545
"14. too

6.023

71.4"
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104.350

A.4
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3.1
344#43S
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1.66

:196,o1,

71

47.Z55

314

1.416.S32

355.06.

001.531

3.302.662

4.40.951
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1.03.567.090
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109.00?
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9.

4,.0so !aotl.lll
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TOTAL VALUE OF APPLE JUICE CONCENTRATE
U.S,.DOLLARS

1=1
607,180

672,514

1,395,956

1,746,284

723,32S

587,983

CANADA

230,090

1,303,626

598,448

3,522,043

228,061

1,230,024

AUSTRIA

dU.GARIA

248,189

140,533
1,270,090

7,427,614

4,333,058

1,449,649

2,319,052

1,381,238

12,517,460

FRANMC

WES'r
GEFH4ANY,

56,404

58,948

887,950

2,632,434

5,148,107

236,047

553,208

50,487

142,119

339,665

445,157

ITALY

500,439

1,410,151

2,911,983

7,417,324

643,579

1,876,755

SPAIN

AR"NTINA
CHILE

MExrC
AUSTRALIA
CHINA, MAIN
ISRAEL
JAPAN
hW ZEALAND

SWIH AFR ICA

299

14,064

SWEDEN
14.281,117
16,033

3 15

g4

27,225,955

36,250,807

330,354

1,508,033

2,082,783

990,832

2,831,238

2,839,929

24,473,080

391,617,474

17,319,472

*726,621

646,075

392,75

930,528

10,813

784,284

23,605

2,271

784

3,825

1,910

135,896

866o229

822,262

Tit,819

TOTAL

138,634

1,460,772

2,14,825

2,045,947
9,112,657

2,802,472
9,148,190

1,900

821
437,606

691,473

385,429

370,944

3,561,717

4,306,305

7,489,0938

6,380,812

325,261

LAVUVAY
OTHERS

39,387

1,726,038

4.a9.67-

2,451,633

a.a.879o

SOURCE, USDA F EIGN AGRICULTURAL SERVICE

4,588,24S

699259

. 3,011,753

4,122,958

9,261,205
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Senator DAormORT. Do you have any questions, Senator Mitchell I

Senator MITCHLL. No questions, Mr. Chairman.
Senator DANrFORTH. Gentlemen, thank you very much.
Senator Mitchell has an interest in two bills which we will take upat this point if the witnesses are available, S. 759-Mr. Hoffman, Mr.
Fritt, and Mr. Williams.
STATEMENT OF RICHARD S. HOFFMAN, LAW OFFICES OF GEORGE
R, TUTTLE, WASHINGTON, D.C., REPRESENTING SEVERAL PACIFIC NORTHWEST IMPORTERS OF SALMON GILL NETTING
Mr. Hornw . Mr. Chairman, my name is Richard Hoffman. I am
an attorney with the George R. Tuttle law offices. I would like to thank
the committee for this opportunity to express the views of our clients
in support of bill, S. 759, which would reduce the rate of duty on certain fish netting and fish nets from the present rate of 18 cents per
pound and 28 percent ad valorem, down to 17 percent ad valorem with
no per-pound assessment.
Our clients are nine Pacific Northwest fishing equipment suppliers
who import primarily salmon gill netting from Japan. We are acutely
aware and sensitive to the problems which the present high tariff rate
has created for fishermen who rely on imported nets of a type that is
not generally manufactured in the United States.
At the same time, we are supportive of the agreement negotiated
pursuant to GATT which provides for a gradual reduction of the rate
for item 355.45 to 17 percent by 1989.
A delay in the reduction serves no useful purpose, and we urge acceleration to 17 percent as soon as possible, in order to provide benefits
to the American fishermen at the earliest date.
Our review of the history of the assessment of duties on fishnetting
points out that unusually high duty rates have existed for some time,
and yet the domestic industry has not produced certain types of netting. Where it has not, imports have been turned to-for example,
salmon gill nets.
During the hearings on House companion bill H.R. 2042, the domestic industry made numerous claims for the need for protection of the
current high duty rates; however, the committee should note that the
domestic industry ha's generally succeeded and been profitable in areas
where it has produced quality nets. Where it has not, imported fish
netting has been required to allow American fishermen to compete in

fish prduction markets.

T e high duty rates do not help the domestic industry but rather
hurt the competitive position of American fishermen. This is particularly evident with respect to salmon gill netting. This product was
not successfully produced in the United States, due to the lack of necessary technology rather than import competition.
Japanese netting has been higher priced than the domestic products
offer. The price has not been a major factor, and high duties are not

likely to change the American fishermen's need for imported netting.
In conclusion, Mr. Chairman, there are few industries in the United
States which presently benefit from even a 17-percent tariff rate. The
reduced rate certainly affords adequate protection for the domestic

industry, and at the same time reduces the burden on the American
fishermen of the unusually high tariff rates.
Therefore, it is respectfully requested that Senate bill 759 be given
your full support.
Again, we thank you for this opportunity to present our views.
Senator DANPORTH. Thank you, sir.
[Mr. Richard S. Hoffman's prepared statement follows:]

158
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL
TRADE OF THE COMMITTEE ON FINANCE OF
THE UNITED STATES SENATE
TESTIMONY OF RICHARD S. HOFFMAN
OF THE LAW OFFICES OF GEORGE R. TUTTLE
IN SUPPORT OF S. 759 TO REDUCE THE RATE OF
DUTY ON CERTAIN FISH NETTING AND FISH NETS

October 21, 1983

Law Offices of George R. Tuttle
2000 L Street, N.W., Suite 504
Washington, D.C. 20036
San Francisco Office:
Three Embarcadero Center, Suite 1260
San Francisco, California 94111

154
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL
TRADE OF THE COMMITTEE ON FINANCE OF
THE UNITED STATES SENATE
October 21, 1983
SUMMARY OF MAJOR POINTS IN TESTIMONY
OF RICHARD S. HOFFMAN IN SUPPORT OF S. 759

1.
Current tariff rates for fish netting are excessive and should be immediately reduced to the amount negotiated at the General Agreement on Tariffs and Trade of 17%.
This reduction is necessary to protect the U.S. fishing
industry from excessive costs for quality fish netting.
2.
The domestic fish net manufacturers have had
the benefit of a comparatively high tariff rate since the
enactment of the Smoot-Hawley Tariff in 1930 and therefore
their claims that a high tariff is necessary to allow for a
strengthened industry merely serve as a smokescreen for the
failure of the industry to vigorously and competently pursue
the manufacture of marketable and efficient fish netting for
the American fisherman.
3.
There are a number of reasons the domestic netting
industry may have had problems, none of which are related
to the tariff rate.
Where the domestic industry has provided high quality netting, they have controlled the market.
Where they have not, imports have controlled the market.
Pricing has not been the main factor.
For example, in the
salmon gill netting sector of the industry, the Japanese
have supplied the bulk of the market despite prices much
higher than those of the domestic industry.
Therefore, a
change in tariff rate will not generally affect the domestic
industry.
4.
Few industries in the United States are given the
benefit of even a 17% tariff on similar imported items.
Therefore, this reduction is not drastic and is necessary to
increase the productivity of our American fishing industry
which must depend to some degree on imported netting.
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TESTIMONY OF RICHARD S. HOFFMAN
IN SUPPORT OF S. 759
October 21, 1983

I.

SUMMARY AND INTRODUCTION
I am Richard

S.

Hoffman,

an attorney with the law

offices of George R. Tuttle, appearing today before the
Subcommittee on International Trado- of the Committee on
Finance of the U.S.

Senate in support of S. 759,

on behalf

of the following Pacific Northwest importers of salmon gill
netting:
1.

Seattle Marine Fishing Supply Co.

2.

Nordby Supply Co.;

3.

Redden Net Co.;

4.

Fisheries Supply Co.;

5.

Lummi Fisheries Supply Co.;

6.

Nets, Inc.;

7.

Tacoma Marine Supply;

8.

Astoria Marine Supply, and;

9.

Englund Marine Supply.

As importers of salmon gill netting, all of our clients
are acutely aware of the problems which the excessive tariff
rates for fish netting of manmade fibers pose for their
customers.

Our clients do not seek a windfall from this

legislation.
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Rather,

11

they hope

to encourage 'and

sustain

16
the industry upon which their livelihood depends -In this regard,

United States fishing industry.

it

the
is

important that all of our clients currently have substantial
United States manufacturers of fish

dealings

with the

netting.

However, fishermen are at times required to import

based on availability and qualitative factors as will be
explained in the body of this statement.
The Senate Bill,

S. 759,

would amend the Tariff Sched-

ules to reduce the tariff rate for TSUS Item 355.45 (fish
and fish nets of manmade fiber) from the present

netting

rate of eighteen cents per pound and 28% ad valorem to 17%
ad valorem with
Agreement

pound assessment.

no per

on Tariffs

and Trade provided

The General
a gradual

for

reduction of the rate for Item 355.45 to 17% in 1989 and S.
759 would simply accelerate the reductions to this rate on
or after the enactment of thia bill by Congress.
II. BACKGROUND OF U.S. TARIFF CLASSIFICATION
OF FISH NETS AND NETTING
The domestic

fish

net manufacturers have

benefit of a comparatively high 'tariff rate
of the Smoot-Hawley Tariff in 1930.

enactment

had

the

since the
Therefore,

they have had fifty-two years of the protection of a high
tariff on foreign products,
for time
Bills:

to "adjust."

yet still have claimed the need
(Miscellaneous Tariff and Trade

Hearings Before the Subcommittee On Trade of The

House Committee On Ways and Means,

97th Cong.,

(1982) Statement of Joseph R. Amore.)

2d Sess.
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As early as 1921,

American manufacturers

of gill

netting asserted that "recent quotations by foreign manufacturers both on the Continent and in Japan have convinced us
that the ad valorem duty of 10% recommended by the Ways and
Means Committee must be increased to at least 40% if this
class of netting is to continue as a manufactured article in
this country."

(Senate Hearings on H.R.

2667,

Tariff Act

of 1929, p. 3461, Vol. IX).
Prior to the 1960's,
or domestic manufacturing

there was no significant foreign
of manmade

fiber

Fish netting was usually made of flax, hemp,
or linen.

fish netting.
ramie, cotton,

The tariff rate prior to the adoption of the

Tariff Schedules of the United States, under paragraph 1006
for gill nettings and other nets for fishing, wholly or in
chief value of flax,

hemp, ramie, and n.s.p.f., was 45% in

1930 and gradually reduced to 22.5% ad valorem at the time
of enactment of the TSUS.
Commission,

(Source:

United States Tariff

Summaries of Tariff Information,

Vol.

X. Flax,

Hemp, Jute, and Manufactures, Washington, 1948.)
Note that the above analysis relates to fish netting of
vegetable fibers rather than manmade fibers. Therefore,
there was a reduction to 22.5% in the duty rate on fish
netting from 1930 to 1960 for the most common type of fish
netting produced at that time (natural fibers).

Since the

provisions at that time did not provide for nylon fish
netting, this fish netting was dutied under a general

-3-
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paragraph providing

for nylon products.

The high tariff

was not the result of the items' status as fish netting, but
a result of their status as products of nylon.

As a con-

sequence, upon the enactment of the TSUS, nylon fish netting
maintained a high rate of tariff while fish netting generally was reduced to well below the 22.5% level.
In fact, one case even held that nylon netting should
not be charged duty under the then paragraph for nylon
products under paragraph 1312 but should,
the Customs doctrine of similitude,

on the basis of

be dutied under pro-

visions for fish netting of natural fibers.

(Robert S.

Landweer & Co. and Seattle Marine Co. et al

v.

United

States, 44 Cust. Ct. 384 (1960J.)
Thus,

we submit that the present high duty rates

were not provided to protect the fish netting manufacturers
as presently claimed by that industry, but were enacted as
an attempt to protect the nylon industry.

Therefore, the

arguments by the industry that they have specifically been

granted tariff protection are unfounded.

We have heard no

opposition from the nylon industry to reduced tariffs on
fish netting of manmade fibers.
In conclusion, the domestic industry has been protected
by an artifically high rate of duty for the last fifty
years, particularly with respect to netting of manmade
fibers,

and from the early 1960's through the present has

been protected by the equivalent of an average tariff rate
-4-
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of 42.5%.

The domestic industry has therefore had adequate

opportunity to gain a strong foothold
market.

Furthermore,

in the United States

the reductions which would be imple-

mented by S. 759 would still leave the United States indusa more favorable position than either Canada (which

try in

is duty-free) or the European community.
III. THE UNITED STATES FISHING INDUSTRY SHOULD
BE ENCOURAGED RATHER THAN HINDERED BY THE
TARIFF LAWS OF THE UNITED STATES
Recent

indicates that

information

in

1981 there were

approximately 193,000 fishermen in the United States as well
as several hundred thousand people employed in the processing sector of the U.S.
with

the one thousand

fishing industry.

(1,000)

to

This contrasts

fifteen hundred

(1,500)

people who are employed in the domestic fish netting industry.
As Representative Studds pointed out in May 1982,
fishermen, "farmers of the sea," have not been treated as
favorably as land based farmers.
Trade Bills:

(Miscellaneous Tariff and

Hearings Before the Subcommittee On Trade of

The Committee 'On Ways and Means,

97th

Cong.,

(1982).)

With respect to land based farming,

seen fit

to include agricultural

of duty-free

items.

2d

Sess.

145

Congress has

implements in the list

Thus, the tools used by farmers are

freely imported.
Neither is the fishing industry protected from fluctuations

in the quantity of supply from year to year or the
-5-
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industry's unparalleled rise in costs.

In the past decade,

boat prices increased by 400%, fuel costs by 500%, and
netting costs have tripled for a typical Pacific Northwest
salmon gill net fisherman.

Of course, the price of fish has

not followed this dramatic increase.

While the domestic

fishermen must struggle with the high cost of quality
unpredictable seasonable fish supplies and fluc-

supplies,

tuating climatic conditions, as well as the competition
against imports receiving either preferential GSP treatment
or,

often,

duty-free treatment,

there is the ever-present

burden of excessive duties simply because they choose to
work efficiently and effectively under already very difficult conditions.
IV.

CLAIMS MADE BY THE DOMESTIC INDUSTRY
AT THE HEARING BEFORE THE HOUSE WAYS
AND MEANS COMMITTEE SUBCOMMITTEE ON
TRADE ARE UNFOUNDED
On

May 10, 1983,

a hearing was held before the House

Ways and Means Subcommittee on Trade on an identical bill to
a House bill.

S. 759,

H. 2042,

Bills:

Hearings Before the Subcommittee On Trade of the

(Certain Tariff and Trade

Committee On Ways and Means, May 10, 1983).

Many of

the

claims advanced by the American Netting Manufacturers'
Organization (ANMO) at that hearing are completely and
totally unfounded.

Further,

the comments of the Honorable

Harold Ford at that hearing need clarification.
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In the. testimony of Reginald N6 Steele on behalf of the
American Netting Manufacturers' Organization (ANMO) in
opposition to H.R.

he states that the American fish

2042,

netting manufacturers

have been particularly hard hit by

import competition and therefore need a duty rate of almost
twice what the negotiated rate will be once the reductions
are effected.

However, Mr. Steele fails to note that the

import competition over the last ten years has fluctuated
based upon various factors not relating to tariff rate.

In

fact, American fishermen have typically purchased all the
netting which could be manufactured by the United States
industry and then gone to imports to assure a complete
inventory for the fishing season.
In one case,

the American industry has never produced

the type or quality of nets necessary to catch salmon on a
commercial

basis,

and therefore,

chased imported nets.

the

fishermen have pur-

This has been well-documented in the

recent antidumping hearings at which most of the parties in
opposition to H.R. 2042 testified.

The reality is that

further protectionism in the form of unfair trade barriers
will simply cause

the presently healthy American

netting

manufacturers to atrophy and eventually render themselves
useless as producers of purchasable commercial fish netting.
Mr.

Steele further

indicates that the import penetra-

tion has created problems
industry.

However,

for the domestic manufacturing

he fails to indicate that import pene-7-
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tration is typically a result of the failure of the domestic
industry to provide the netting in

terms of quality and

amount needed by American fishermen.

Prices are typically

particularly when the duty is added (and this

much higher,

would be true even at 17%),
We submit that

tries.

for netting from foreign coun-

import penetration will not be

changed as a result of any duty reduction and this has been
in

implicitly recognized

the negotiated

duty rate of

17%

which will take effect.
A further complaint of Mr. Steele on behalf of ANMO is
that the Japanese have been dumping based upon the 1972
dumping order against fish netting from Japan.

He stated

that the large majority of this type of netting is called
However, it has been well-documented that

salmon g".l.
salmon

gill

netting

was not included within

the products

which were found to be sold at less than fair value in
1972.

There is doubt that there will be dumping determined

on sales of salmon gill netting at any time once the correct
information has been evaluated.

In fact,

in 1982, the

dumping order as it related to salmon gill netting, was held
to be needed only due to the possible retardation of the
establishment of an industry.
at

issue.

In fact,

Present competition was not

that netting has not been produced by

the companies in issue even with the enforcement of the
dumping order.

-8-
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In a second hearing to revoke the order in 1983, it was
held that an American company owned in partnership with the
Japanese might be harmed by revocation.

The nets of this

company are produced with Japanese technology.
it

Therefore,

was not a matter of import penetration which caused the

lack of production of salmon gill netting in the U.S.
the need for the state-of-the-art

but

Therefore,

technology.

the tariff rate is not at issue and can be presently reduced
without harmful effect.
In the written summary of the testimony of Mr.

Steele

it is stated:
This legislation [H.R. 2042] is inconsistent with United States trade policy
of negotiated reductions as on a
pro quo basis; no unilateral reductilons
which force domestic industries whose
production is vital to national security
out of business.
We fail to see the relevance of national security as it
relates to the fish net manufacturing industry and feel that
this is another attempt by ANMO to fan the fires of prejudice to the detriment of foreign manufacturers whose
production is vital to U.S. fishermen.
The representative
state

for ANMO,

Mr.

that the domestic industry is

Steele,

continues to

trying to meet in-

creasing imports within the. framework of the staged reductions.

He fails to note

that all

through the 1970's,

with the high tariff rate in effect, the domestic industry

-9-
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failed to undertake significant steps toward markets in
which they did not produce netting.

For them to now claim

that they must have the high duty rate in order to move into
new markets is

a smokescreen designed

for the continued

barrier to foreign producers who supply necessary netting.
The high tariff is quite simply a free ride for a complacent
domestic industry.

The 17% duty in and of itself is a

protective tariff which should allow domestic firms to
obtain

any necessary capital

for any and all improvements

they honestly wish to undertake.
Further, Mr. Whitlow, another ANMO representative,
confirms that American

fishermen have problems, but feels

that his industry may be sacrificed to help them.
to note, however,

He fails

that the margin of profit for a fisherman

is often very small,

and the price of netting is therefore

very critical for the fishermen.

Net price is often a

matter of the survival of the business of a particular
fisherman.
The Honorable Harold Ford testified
H.R.

2042 by stating that U.S.

in opposition to

firms are having a difficult

time gaining access to Japanese markets.
production of U.S.

However, the

netting has not been designed for export

and there has been no attempt to penetrate the Japanese
market.

Exports constitute a very small percentage of

American production for all countries, not just Japan,
for countries without tariff barriers.

-10-
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Congressman

Further,

stated that the' Nylon Net

Pord

a reduced demand for fish

Company has been experiencing

One might look to the nature of the

netting products.

company and the quality of their netting since this reduced
demand took place simultaneously with a period of excessive
duty rates.
the precarious

Also,

financial position of the United

States manufacturers of fish netting is greatly exaggerated
by the opposition.

The investigation in Salmon Gill Netting

of Manmade Fibers from Japan (1982)
USITC Pub.

No.

manufacturers

1234)

(Inv. No. 751-TA-5,

disclosed that the majority of the

of fish netting questioned by the Commission

had been profitable

in 1978,

1979,

and 1980.

(Salmon Gill

Fish Netting of Manmade Fibers from Japan (supra, at p.
A-17).)

The

ITC report also indicates that approximately

one half of the domestic shipments made by U.S.
consists

of

seine

netting.

Manmade Fibers from Japan,

producers

(Salmon Gill Fish Netting of

supra,

at p. A-18).

The report

notes that:
Seine netting can be produced in large
volume from fibers and yarn that are
readily available in the United States.
The market for seine nettinq is currently dominated by the domestic producers.
(Salmon Gill Fish Netting from Manmade Fibers from Japan,
supra, at p. A-13 emphasis added.)

-11-
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Also,

the recent

during

cerning H.R.

10,

James D. Williams,

2042,

1983)
Esquire,

hearing concounsel for

that one of the reasons for the present

the ANMO asserted
difficulties

(May

of the domestic netting manufacturers is

that

the antidumping order on fish netting had not been adequateHe also stated that since the closing of the

ly enforced.

Firestone plant which manufactured the nylon yarn for Nylon
Net Company,

a new source of yarn had been obtained from a

manufacturer located in Virginia.
While Mr. Williams' statements may be true regarding
the source of the domestic supply of the yarn,
depict the problem to its full extent.
facturers

they do not

Domestic-net manu-

have been reluctant to expend the money and the

effort necessary to obtain the machinery and supplies needed
to produce the high quality and performance product needed
by very specialized

sectors of the fishing

example,

salmon gill

filament

size,

industry.

For

net fishermen require nets whose

knotting,

tensile

strength,

color

and

verismal clarity must be manufactured to the highest degree
of specificity possible.
extremely short,

Since the salmon fishing season is

a few short weeks at best, these fishermen

face considerable risks in the hopes of having a plentiful
seasonal

Without

catch.

such

an exacting

product,

these

fishermen would lose a considerable portion of their potential income.

It

would be grossly unfair to demand that

these fishermen use an inferior, unsatisfactory product from

-12-
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one source when a highly reliable and effective product is
available

from another.

Despite repeated

requests and

specifications being submitted to the domestic net manufacturers, the salmon gill fishermen have never received a
satisfactory product.
In response to Mr.

Williams'

assertion that a reliable

source of domestic nylon yarn is

available from a manufac-

turer in Virginia,

it

is submitted that this is not suffi-

cient proof that the resulting product will perform reliably
and effectively

under highly exacting conditions.

It has

been repeatedly testified by the fish netting suppliers and
importers (ITC Investigations Nos. 751-TA-5 and 751-TA-7)
that having a domestic source of yarn is only the beginning
rof a multifaceted,
ing,

knotting,

highly complicated process.

The twist-

dyeing and stretching of the nets are only

some of the numerous, slow, tedious and time-consuming
processes which must each be repeatedly tested to ascertain
whether

they will

conditions.

It

hold up

in

the prescribed,

rigorous

would be unfair to demand that the salmon

fishermen, who already have so much to risk, accept an
unsure, dubiously dependable product when a reliable product
is available.

The imposition of unreasonably high rates of

duty severely punish the salmon fisherman.
The domestic fish

netting

industry is not

precarious position which it claims.
domestic fishing

industry is

-13-
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On the other hand, the

in a state of turmoil and is
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richly deserving of the Government's support and encouragement.

ANMO should not be allowed to "cry wolf" and further

forestall

the effort to restore

the United

States fishing

industry to a state of health.
V.

NATIONAL PROBLEMS PRESENTED BY
THE PLIGHT OF OUR FISHING INDUSTRY
The fishing

industry is

vital to our national economy

and it should be treated as such.

Trade statistics indicate

that there has been a persistent trade deficit in fish and
fish products.

For the year 1981,

the

trade deficit in-

creased approximately three hundred million dollars to three
billion dollars.

This trend continues.

Thus, to support

the United States fish net manufacturers at the expense of
the entire fishing

industry would

unduly encourage

and

prolong our nation's dependence upon foreign supplies of a
commodity which is still a rich natural resource.
VI.

CONCLUSION
A reduction to 17% is not a drastic remedy in light of

the fact that the domestic fish net manufacturers have
benefitted for decades from an exceedingly high tariff.
There are very few industries in the United States which
presently benefit from even a 17% tariff.
In

contrast to

la.-d based

receive any subsidization,

farmers,

price supports,

treatment, nor do they ask for such.

-14-

fishermen

do not

or preferential

On the contrary, they
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ask merely that Congress enable them to purchase the tools
of their trade at a price which is not artificially high.
All that is being asked with this bill is that the
importers and fishermen be allowed to pay duties which have
In time,

been reasonably assessed.
manufacturers

have

produced

when the domestic net

satisfactory,

a

fully

tested

product which is comparable to the imported product now
being

used,

the

fish

netting

suppliers,

fishermen will consider buying them.
product is

available,

it

is

many bear such a high burden

importers and

But, until such a

unconscionable to ask that so
for so little justification.

Surely, when all the equities have been balanced, the scales
will clearly weigh in favor of the suppliers,

importers and

fishermen and in favor of S. 759.
This tariff rate should alleviate any fears of a sudden
surge of imports,

however unfounded

those fears might be.

An intelligent solution to pressing problems such as doubledigit unemployment and a continuing balance of trade deficit
must rest upon Congress's day-to-day actions on bills such
As far as the United States fishing industry is

as this.

concerned, this small cost-savings, which would be gradually
implemented, is desperately needed.
It

is

respectfully requested that the Subcommittee on

International Trade of the Committee on Finance look favorably upon S. 759.

Not only would it alleviate the excessive

burdens which must be borne by net suppliers, importers, and

-15-
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but it

fishermen,

would also act as a catalyst to stimulate

an oppressed fishing
thereby allowing
development
industry

and

with

industry to develop and

to be applied

the duty monies
strengthening

far-reaching

of

to grow,

an overburdened

favorable

effects.

to the
fishing

This bill

would protect not only the domestic fish netting manufacturers but also the fish net suppliers, importers and users.
The former would still
adequate

import duties

have the protection of more than
and

the latter would not be so

severely burdened by unreasonably high tariff rates.

Again,

for the aforementioned reasons, it is respectfully requested
that S. 759 be given your fullest support.
We would be pleased to provide any additional information which might facilitate

enactment of this legislation

and we thank the Committee for this opportunity to express
our views.

JPT:GCC:seh
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STATEMENT OF CHARLES H. FRITTS, ARLINGTON, VA., ON BEHALF
OP THE NEW BEDFORD SEAFOOD COUNCIL
Senator DANFORTH. Mr. Fritts.
Mr. FaIrr. Thank you, Mr. Chairman.
My name is Charles Fritts. I represent the New Bedford Seafood
Council. These are the vessel owners and crewmen who fish out of the
port of New Bedford, Mass. We appear today in support of S. 759,
to reduce the tariff on imported fish nets.
Mr. Chairman, the issue comes down to this: The tariff in 1983
ranged between 34 and 36 percent, the effective rate. This is unjustifiably high. Prior to 1982 that tariff ranged between 44 and 46 percent,
and that condition existed for at least 20 years prior. It provides too
much tariff protection to the net manufacturers from the foreign competition, while it unnecessarily raises the cost to the domestic fishermen.
We have found that some imported nets are generally of higher
quality. We have also, in certain cases, been unable to obtain certain
types of nets from domestic manufacturers.
I would also like to point out the inconsistency in the American
trade policy toward domestic fishermen. While we have to compete
with subsidized foreign fish products coming into this country, and
the intent of the Magnuson Fisheries Conservation Act is to promote
the U.S. fishing industry, we have to pay very high tariffs on the products we need to catch that fish. The imported products we compete
against bear virtually no import duties.
There are approximately 200,000 commercial fishermen in the United
States. This legislation would benefit a great number of them. By
reducing this high trade barrier, we would expect that the prices on
fishnets would be reduced.
The members of this committee who are from coastal States are
aware of the financial condition of the domestic fishing industry. This
is due in large part from competition from imports.
The present duty is a very high burden. This tariff would leave the
domestic manufacturers wit 17 percent protection. Speaking for New
Bedford Seafood Council, we would take 17 percent protection against
foreign fish products in a moment.
This committee has acted favorably on this legislation in the past.
It has passed the Senate, and we request that you do so again.
Thank you.
(Mr. Charles Fritts' prepared statement follows:]
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SUMMARY OF TESTIMONY OF CHARLES H. FRITTS
ON BEHALF OF THE NEW BEDFORD SEAFOOD COUNCIL
IN SUPPORT OF S. 759 TO REDUCE THE TARIFF
ON IMPORTED FISH NETS MADE OF SYNTHETIC MATERIAL
October 21, 1983
1.

The New Bedford Seafood Council strongly supports
S. 759 which would immediately reduce the tariff on imported
fish nets and netting made of synthetic material from
the present ad valorem equivalent of 34% to 17% ad valorem.

2:

Lowering the tariff would enable the American fisherman to be more competitive with the subsidized foreign
fishing fleets.

3.

A present import tariff of 34% is unjustifiable.
The domestic net and netting industry will still be
protected by a 17% tariff level which is still quite high.

4.

The U. S. trade policy toward fishing is not consistent in that foreign fish products enter the United States
duty-free or at very low duties whereas the equipment
which U.S. fishermen need to catch fish to produce a
competing product bears a very high tariff.

5.

The foreign made nets are often of a higher quality
than the domestic net and in many cases, several types
of nets manufactured in the U.S. are not readily available.

6.

The cost savings to the individual fisherman would
be significant.

7.

There are over 200,000 commercial fishermen in the U.S.
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Mr. Chairman, my name is Charles Fritts.

I

appear today on behalf of the New Bedford Seafood Council.
The New Bedford Seafood Council represents over 150
vessels and 1600 crewmen who fish out of the port o?
New Bedford, Massachusetts.

In terms of the value of

landings, New Bedford is the largest commercial fishing
port on the East Coast.

We strongly support S. 759 to

reduce the tariff on imported fish nets and netting made
of synthetic material.

BACKGROUND
In 1983 the tariff on imported tfsh nets is
eighteen cents (180) per pound plus 28.8% ad valorem.
The effective rate of thi3 compound tariff is approximately
34%.

Prior to 1982, the tariff was twenty-five cents (250)

per pound plus 32.5% ad valorem, an effective rate of
approximately 44%.
The U.S. fishermen have suffered under this tariff
structure for over twenty (20) years.

Legislation to

reduce this tariff has been introduced several times in
the past dating back to 1970.
The tariff is scheduled to be reduced gradually
to 17% ad valorem in 1989.
tariff to 17% immediately.

S. 759 would reduce the import
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The'reduction of the tariff would have a beneficial
impact on the entire domestic fishing industry.
PROMOTE GROWTH OF U.S. FISHING INDUSTRY
The intent of the Magnuson Fisheries Conservation and
Management Act and the American Fisheries Promotion Act is
to promote the growth of the domestic fishing industry.

S. 759

is in line with that purpose in that it will reduce some of the
costs fishermen must bear.
The U.S. suffers a $3 billion trade deficit in fish
products.

That is, $3 billion more of fish products enter

the United States than are exported out of the United States.
The United States is a major consumer of seafood.

Our fisher-

men must compete with subsidized foreign fleets that undercut
our prices and retard the growth of the domestic fishing industry.

This legislation would reduce one of the many competitive

disadvantages the U.S. fisherman is up against.

By allowing the

U.S. fishermen to be more competitive, we will be able to reduce
the trade deficit in fisheries products.
COST IMPACT ON U.S. FISHERMEN
A fisherman in New Bedford will employ approximately
eight to twelve crewmen.

Throughout the year he will spend

approximately $15,000 per year on fish nets.

Should he buy
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foreign made fish nets, approximately $5,000 of that
$15,000 will be spent to pay the import tariff.
The expense for nets and netting is even greater for
certain other fisheries such as the Alaska ground fishermen and the tuna purse seiners.
The fish harvesting industry consists primarily of
single vessel owners.

Large corporations do not own or

operate fishing vessels.

Therefore the savings of the re-

duction in net tariff will have a significant impact on
the fishing industry.
CURRENT TARIFF OF 34% IS UNJUSTIFIABLE
From a public policy point of view, an import tariff of
34% is unjustifiable.

It is an enormous trade barrier.

It increases the cost of fish nets and netting to the U.S.
fishermen.

It also provides a disincentive to the domestic

industry to compete with the foreign product.
Even the 17% tariff level which this legislation calls
for is a significant protective barrier which few domestic
industries enjoy.
U.S. TRADE POLICY TOWARD FISHING INDUSTRY IS NOT CONSISTENT
The U.S. trade policy toward the fishing industry is
not consistent.

On one hand fish products are imported into

the United States duty free or at very low duties.

These

imports are the products the U.S. fishermen must compete
with.
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While the imports of fish products enter this country
duty free, the equipment the fishermen need to catch the fish
bears a very high tariff.

This is a contradiction in policy.

We seek some consistency in the tariff policy of this
government towards the fishing industry.

We are being un-

fairly treated at both ends of the spectrum in that the imports
we compete with have very low tariffs and the equipment we need
to harvest fish have very high tariffs.
current situation more equitable.

S. 759 would make the

It would also be consistent

with the Administration's free trade policy.

QUALITY AND AVAILABILITY OF NETS
Tle fishing industry requires a wide variety of nets
and netting.

As a general rule, fishermen have found that

the foreign made product is superior in quality to the domestic product.

It lasts longer and maintains its quality longer.

A fisherman cannot afford to use a net that allows fish to
escape.

There are also several types of nets that are not

manufactured in the United States, or if they are manufactured
in the United States they are not readily available.
In some cases we are forced to pay a tariff on nets
that are not made in the United States.
the intent of any protective tariff.

I

This is clearly not
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SMALL REVENUE LOSS TO U.S. TREASURY

In costing out the revenue loss of this tariff reduction, it has been determined by the International Trade
Commission that the loss would only be a total of $4.3
million if this bill had taken effect in January, 1983.
This is a very small amount to the U.S. Treasury, whereas
to the individual fisherman this is a very large amount of
money.

Most fishermen are small businessmen.

is the extent of their production capabilities.

Their vessel
A 34%

tariff works a very unfair burden on the independent fisherman.
In conclusion, the enactment of S. 759 would:
1. Save fishermen thousands of dollars per
year.
2. Establish a more consistent trade policy
with regard to the fishing industry.
3. Reduce an unjustifiable and burdensome
tariff barrier.
4.

Provide tariff protection of 17% to the
domestic net industry.

Legislation'similar to S. 759 to reduce this tariff
passed both the House and Senate during the last Congress.

Due

to the confusion and rush of the late session, it was struck
during the Conference.
We ask the Committee to support S. 759 and to act favorably
on it again this year to give the fishing industry some relief
from its many burdens.
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STATEMENT OF JAMES D. WILLIAMS, JR., PARTNER, WILLIAMS &
INCE, WASHINGTON, D.C., REPRESENTING THE AMERICAN NETTING MANUFACTURERS ASSOCIATION
Senator DANFORTH. Mr. Williams.
Mr. WILAMS. Mr. Chairman, my name is James D. Williams. I
have the honor of representing the American Netting Manufacturers
organization.
he Chair has my statement, and I would just like to make a few
remarks on the general policy involved in this thing.
It was my honor-and I have been with this problem a long while.
It was my honor in 1949 through 1952 to serve as legislative counsel
to the late Senator Robert A. Taft of Ohio, and at that time,-as now,
the Congress was working with the idea of the tremendous administrative load of trade legislation.
The record shows that over those years from 1949 until now the
delegation has been worked out to delegate the increase of tariff as
well as the decrease of tariff downtown, and that the only time the
Congress will get into the act again-for example, it's delegated with
regard to escape clause to the ITC, delegated with regard to lowering
the tariffs to the special trade representative, and so forth. This particular tariff was lowered under the ground rules enacted by this Congress in the Trade Act of 1974, and the only exception that I know of
over the years that the Congress has willingly acceded to, to get away
and get back to the old pork barrel days is when it is completely noncontroversial-the proposal is noncontroversial.
I would assure the chairman and the Senator from Maine, that this
is extremely controversial legislation. It is highly controversial. The
guidelines set up in the Trade Act of 1974 have been met; the MTN
in
in Geneva, the negotiation occurred; the stagng requirements
order to allow American industry to adjust to this were set forth in a
multilateral negotiation with a quid pro quo that was provided for
under the act.
So it should not be disturbed. It should not be disturbed.
The fishermen have a problem; yes. So do we. We don't think that
this impacts on the fishermen nearly as much as passage of this legislation would impact on the textile industry. This is the whole thing.
The fishermen talk about the fact that they are going to save a lot
of money from this. Actually, when you figure it out, it will make the
difference in purchashing a net, inasmuch as this tariff is placed upon
the f.o.b. value, as this committee knows, of about 7 percent. They
would pick up-on a $15,000 net, they might save $500, and if its
passed along to them. Maybe it will, and maybe it won't; there is no
guarantee of that. The importer is the one who is going to decide that
and maybe he will decide to keep the price where it is one place and
run a certain fish netting manufacturer with a certain kind of net out
of business with the saving that he'd make. So you don't know. It's
highly controversial.
They talk about subsidized imports of fish. I have told them personally I empathize and sympathize with that. If they can prove
subsidized imports of.flsh, why don't they get a countervailing duty
petition and file it against the foreign suppliers I

I am sorry, Mr. Chairman, I don't understand. I don't understand,
nor does the textile industry understand, the reason why the tradition
of delegation and the legal requirements of the Trade Act of 1974
suddenly are tossed out the window.
Now, as far as products are concerned, we have written the New
Bedford fishermen and we have talked with them. We have urged
them. We have told them that we would work with them to develop
products. When we have worked with fishermen to develop products,
the domestic cost of these products to these fishermen was decreased,
in polyethylene trawl netting, by 20 percent once we worked with
them.
So we are on the record for working with them. We have an exhibit
now at Fish Expo that starts in a few days out in Seattle, Wash.,
where we are helping to work with them to solve their problems. We
don't think that this fill is the answer.
Thank you, Mr. Chairman.
Senator DANFORTH. Thank you.
[The prepared statement of Mr. James D. Williams, Jr., follows:]
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BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE COMMITTEE ON FINANCE

UNITED STATES SENATE

STATEMENT
ON BEHALF OF
THE AMERICAN NETTING MANUFACTURERS ORGANIZATION
IN OPPOSITION TO S. 759

October 21, 1983

Williams & Ince
1620 Eye Street, NW
Washington, D.C. 20006
James D. Williams, Jr.
Of Counsel
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SUMMARY OF
STATEMENT IN OPPOSITION OF
S. 759

1. S. 759 would immediately slash the tariff on man-made fiber
fishing nets andPih netting from the present ad valorem equivalent of 33.4% to 17% ad valorem. This cut would compress the
staged reductions, negotiated in the 1979 Tokyo Round (MTN),
which will reach 17% ad valorem in 1989.
2. The U.S. fish netting industry is in precarious economic condition:. imports have taken over 1/3 of the U.S. market; sa;es
and profits have declined from 1981 to 1982; and, the tariff
rates are decreasing yearly. To chop the duty in half in one
fell swoop would be economically disasterous!
3. This legislation is highly controversial because the bill would
gratuitously eliminate the negotiated agreement, arrived at on
an international quid pro quo basis by-passing key provisions
of the MTN thereby going counter to established U.S. trade
policy.
4. Passage of S. 759 would create an inappropriate and extremely
dangerous precedent. The U.S. tariff policy will no longer have
a certainty to it; industry by industry foreign sources will
move through importers to have tariffs reduced by Congress, and
the entire textile industry will have to wonder which of its
segments is next.
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The American Netting Manufacturers Organization, ANMO, is
composed of eight member companies which produce approximately 70
percent of all fish netting manufactured in the United States.
ANMO members are located throughout the United States (Seo
1).

Appendix

S. 759 would immediately cut the tariff on mqn-made fiber
fishing nets and fish netting (virtually the only type of commercial fish netting used today) from the present ad valorem equivalent of 33.4% to 17% ad valorem.
reduction.

This would be an immediate 49%

A 55% reduction in the tariff was negotiated in the

1979 "Tokyo Round" of Multilateral Trade Negotiations (MTN).

This

reduction, like virtually all negotiated tarLff reductions, is
staged over eight years, for fishing nets and fish netting the
staging started on January 1, 1982, and the final reduction to 17%
ad valorem is scheduled to go into effect on January 1, 1989 (Soe
Appendix 2).

Two of the staged reductions have already occured.

Tariff reductions, negotiated on a quid pro g!o basis, are
staged over a number of years to allow United States industries
affected by the loss of tariff protection an opportunity to adjust
gradually to the increase in foreign competition.

The United States

fish netting industry has been particularlyhard hit by import
competition (See Appendix 3) and thus strongly opposes the early
and immediate reduction called for in S. 759.
Import Penetration
The domestic industry picture is bleak.

Appendix 3 compares
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imports with domestic production and consumption.
shows imports by source for the past six years.

Appendix 4
For 1982 (the

latest year for which figures are available) import penetration
reached 33 i/3%--in only the first year of the staged reduction.
Japan, South Korea and China (Taiwan), three Far East countries, have consistently ac ounted for more than three-quarters
of the imports in the years 1977 - 1982.
Efforts to Compete With Imports
Like many other manufacturers, the fish netting industry has
been fighting a battle for survival--first against Japanese imports
and then against imports from Korea and Taiwan.

We obtained an

antidumping order in 1972 which was laxly enforced until Congress
tightened up the law.

The feeling now is that the industry has a

chance of survival, but will not survive if S. 759 is enacted.
.The United States fish netting industry has made and
is making strenuous efforts to meet increasing imports within the framework of the staged tariff reductions.

Two examples are:

1) Poly-

ethylene trawl netting and 2) Monofilament netting.
Approximately five years ago the market started experimenting
with polyethylene trawl netting.
was imported.

Initially, all of this netting

Then several domestic companies began to import the

twine to make the netting.

These companies found they could not

import the yarn or twine at'a price which would make their netting
competitive, yet they were not in a position to make the twine
without large capital expenditures.

Domestic firms had to invest
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in extrusion equipment to extrude the yarn, braiders to braid the
yarn into twine, and heat setter

depth stretchers to process the

netting after it came off the machines to make quality nets.
Some domestic firms made these capital investments and began prod&ction.

Consequently, the price of polyethylene trawl netting

dropped sharply.

Domestic competition for the imported netting

dropped the market price 20%!
Another area domestic manufacturers are pursuing is the production of highly efficient monofilament netting for the lower
Mississippi fisheries.
tal investment.

This will also require substantial capi-

The result of an instant tariff cut would be the

drying up of capital funds needed for product development.

Domes-

tic firms would not be able to complete development projects like
monofilament netting.
Dangerous Precedent
The United States MTN negotiators in Geneva were advised by
Industry Sector Advisory Committees (ISAC) with regard to the
domestic industry situation.

One task of these Committees was to

provide counsel to the negotiators so they could ensure that no
negotiated concession destroyed a U.S. industry.

The concession

on fish netting was negotiated under these conditions.

The domes-

tic industry has reluctantly accepted the concessions in good
faith.

To reduce immediately the rate to 17% ad valorem would set

an inappropriate and extremely dangerous precedent by ignoring
negotiated concessions and industry advice sought during the negotiations.
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This proposed unilateral eliminat.' o of &t'-ging requirements
would mean that Congress is giving away, gratuitously, a trade
concession without requiring a reciprocal

uid pro SL.

Such an

act in itself creates a dangerous precedent in a national foreign
trade policy based on reciprocity since the days of Cordell Hull.
Should this drastic step be taken, the entire U.S. textile
industry will be put on notice; each segment will wonder if it is
next on the hit list.

Implementation of the first stage of the

textile tariff concessions negotiated in Geneva was delayed for
two years because of the sensitivity of the textile industry.
The

Fish netting is a significant sector of the textile industry.
rest of the industry can but wonder if the fish netting sector
will be the first concession and all the other sectors will be
similarly hit--like a chain of dominoes.
We understand the American fishermen have problems, but we
are not the cause.

We do not believe our industry should be sacri-

ficed merely to permit some potential for short term gain for U.S.
fishermen when actually their problems are much deeper and broader
than this narrow area.

Further there is no assurance that a tar-

iff saving would be passed along to them by importers or distributors.

This area, minor for them, is critical for us--the survival

of our industry.
Unilateral reduction of import tariffs--particularly on textile goods--is contrary to U.S. trade jolicy, which is to provide
tariff reductions through international negotiation and not to
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make them on a unilateral, non-negotiated basis.

S. 759 contem-

plates a gift to Japanese and other foreign manufacturers without
compensation that would provide similar increased access to
foreign markets for U.S. goods.
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A

RICAN NETTING MANUFACTURERS ORGANIZATION
MEMBERS

BAYSIDE NET & TWINE CO., INC.
Brownsville, TX 78520
BLUE MOUNTAIN INDUSTRIES
Blue Mountain, AL 36201
CARRON NET COMPANY, INC.
Two Rivers, WI 54241
MID LAKES MANUFACTURING CO.

Knoxville, TN

37918

NYLON NET COMPANY
38101
Memphis, TN
HAGIN FRITH & SONS CO.

Willow Grove, PA

19090

NORTHWEST NET & TWINES, INC.
98247
Everson, WA
HARBOR NET & TWINE CO.,
Hoguiam, WA 98550

28-805 0 - 84 - 13

INC.

1
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Staged Reductions on Fish Netting and Fishing
Nets of Manmade Fiber* N.egotiated in the
MTN.

Rate

Average
Ad valorem Equivalent

Pro-Concession date

25e / lb. + 32.5%

39.1%

January 1, 1982

2li

/ lb. + 30.6t

36.2%

January 1, 1983

18o / lb. + 28.6%

33.3%

January 1, 1984

15i / lb. + 26.7%

30.7%

January 1, 1985

12e / lb. + 24.8%

28.0%

January 3, 1986

9p / lb. + 22.9%

25.3%

January 1, 1987

60 / lb. + 20.9%

22.5%

January 1, 1988

31 / lb. + 18.9%

19.7%

January 1, 1989

17%

17%

Effective
Date

I/

Based on 1982 imports for consumption from all countries.

Williams & Ince
October 1983

V

Fish Netting and Fish Nets of Mon-wad Fiber: U.S. Shpamei
Eqmorts, Apparent ()mmsption,

s, IMorts t=

and Ratio of Zqorts to Apparent

U.S.

for
CormmF
11

saRE,,LS

year

~n~ix,

-on, Ttal U.S.

1977-1982.

atio Xmqxts to

U.S. I/

Apparent

Quantity
(1,000 Ibs.)
4,393
4,950
5,567
4,419
4,365
4,258

1,453
1,822
2,315
2,047
1,501

11,598
13,582
16,690
14,301
14,541
13,380

4,483

1977
1978
1979

1980
1981
1982

1977

1978

1979

1980
1981

1982

1,935

6,302
9,225
7,237

5,771
7,283

Y

EOrt C assifiCati

2/

Not separately reported.

199
2-7121
359
403
Value
($1,000)

2/
465

476
774
843
1,806

5,846
6,545
7,683
6,195
5,507
5,790

24.9
27.8
30.1
33.0
27.3
33.3

16,081
19,479
25,439
20,764
19,469

27.9
32.4
36.3
34.9
29.6
38.6

18,857

includes fith netting and fish nets of textile mtemrias.

'4rce: U.S. shipents are estimated total shipments based an cmied
dataL furnihdb
t
imorts and e~qports compiled frcm official statistics of U.S. Dpparteait
of (amrce.
Williams & Ine

1620 Eye Street, N.W.
WashUigton, D.C.
Octdoer 1983

es

:P
Is

U.S. IMEOWS POR CONSt1

c OF FISH NTTING OF i*IMI

FIR, BY mum=

1977 - 1982
(Quantity in Pounds)
1977

1978

0
375
45,065

Australia

Belgium

0

115,079
7,896

caina (T)
Finland
Ham Yang
Iceland
Ireland
Italy
Japan
Korean Rep.
Mexico
Netherlands
Norwmy
Panua
Peru
Rdlimine Pap.
Portugal
Rmania
.Qpain
Sri Lanka
'%%den
Thailand
Trinidad
United Kingdm
Total

0
0
0
0
0
0
955,061
235,431
28,003
894
2,000
26v356
0
0
20,524
0
0
1,119
0
1,857
0
13,526
1,453,186

0

1979

1980

0

2,107
92,733

2,392
129,712

130,914
20,709
0
0
1,479
772
0
0

79,566
21,857
22
2,740
1,132
2,776
0
176
1,611,403
179,127
37,530
430
440

0

1,198,00f.
202,627
44,552
1,360
175
14,517

0

8,000
52,801
0
0
0
882
12,283
0
37,989
1,821,984

0

0

1981

0

0

10,055
126,54?

7,705
140,424

0

13,673

122,401
28,749
381
13,040
1,168
752
2,128
4
1,127,358
297,842
16,396
6,953
18,182

276,644
23,821
0
0
265
824
0
0
813,097
98,458
0
1,411
529

800

5,546

36,290
26,283
96,976

0
9,750
99,885

7,330

"36,009

30,260

40
0
25,684
22,232
0
0
48,179 _1/ 2,046,737
106,104
7','315=,17

669
1,461
0
39,135
1,501,104

o
0

582
18,733
27,067

0

0

0

1/. Includes 4,452 pounds iniorted from France and 590 pounds inported fro Indonesia.
'7f Includes 210 pounds ieorted fr0 France.
Source: Cmpiled fran official statistics of the U.S. Department of Ccmemrce.

%ilIi

&Irc
3

Ocbqber 1983

1982

0

0
17,501
203,759
3,203
520,959
28,166
0
0
0
18107
0
595
766,028
257,478
0
691

1,100
40,000
0

15,228
32,177
0
3,434
0
0
1,638
0
25,112
1,935,386 /

0

Senator DAZFORTa. Senator Mitchell.

Senator MITOHELLW. Thank you.

Mr. Williams, I notice from your statement you are associated with
Mr. Inee. Is he a partner of yours?
Mr. WiLLiAMs. He is a partner of mine, sir.
Senator MrrucnLL. And did he participate last year in the deliberations concerning this bill?
Mr. WuILIAMS. My understanding is that he did, sir.
Senator Mr-mLL. Right.
Are you familiar with those deliberations at all?
Mr. WInuAMs. No; I am not, sir.
Senator MrroHuF. Well, what happened, Mr. Williams, was that
this committee approved the legislation in its original form.
Subsequently a question arose, because one of the members was not
present at the time. And at his suggestion, we negotiated a compromise,
in which I understand Mr. Ine was involved. And even though the
committee had, approved it unanimously, still there was a negotiated
compromise, and it was then passed by the Senate in the compromised
version.

When it got to conference, my understanding is that Mr. Ince advised the House Members that he no longer supported the compromise.
And as a result the matter was not included in the conference report.
Now, I wou0 like to have you, if you were not personally involved,
talk to Mr. Ine and write a letter to me either confirming what happened-and if it did happen, I would like an explanation as to why
someone would negotiate a compromise at this level; then, having
gotten that much, when it got to conference say, "Weli, we no longer
agree with the compromise.' And if that's not accurate, I would like
an accurate statement as to what occurred.
Mr. WiLLu s. Could I respond-to the extent that I may-at this
moment?
Senator MrrCHELL. Sure.
Mr. WMLAKXS. It is my understanding, sir, that everything you say
is correct; except there was a meeting last October of the American
Nettin Manufacturers Organization-as I recall it was on the 14th or
15th of October about a year ago-in my offices, at which time this
compromise came up that had been discussed, as you very well say.
Senator MITCHELL. Had been "agreed to," not had been "discussed."
Mr. WMLIANS. Whatever. As I say, I was not part of it. I will accept

your word.

The point was that the membership had not agreed to it, and the
membership found out about it at that point and repudiated it. Now,
that's the fact. I can tell you that much, because I was there. That's the

only part of it that I was in on.

Senator MrrCnELL. Well, let me assure you that having gotten the
bill passed by the committee, I would never have agreed to a compromise had I known that the party on the other side was not agreeing to the compromise. What conceivable benefit would there be for
someone who is a proponent of the legislation that has already been
approved by the committee, then a Teed to a lesser version under the
circumstances which you have described?

Mr. WiaAwS. I understand the Senator's embarrassment, and I
personally, for whatever-good it is, apologize for the situation-which
had nothing to do with. But I can understand the situation.
Senator Mi-rrwL. I would like a letter indicating or explaining
what the position is.
Mr. WxLuAxi. I would be lad to.
Senator Mrrcnm ,. Well, I know we have a lot of people waiting
and a lot of legislation. I would just say, Mr. Williams, that the testimony last year was very compelling that, first, many of the products
involved are not produced by domestic manufacturers. And with the
17-percent tariff to be reached in any event in a few years, there is no
prospect of their commencing production of these products at any time
between n
-wind
then, and that therefore the only effect is not to
protect anybody-because I am as much concerned about American
jobs as anyone else--but to increase the price to the domestic fisherman.
And, as both Mr. Fritts and Mr. Hoifman have suggested, notwithstanding this truly enormous error which does not exist in most other
areas, these imports have increased because of the quality, the unavailability domestically of some, and it just seems that there is no real basis
for the position which you set forth.
Mr. WmLuAZ s. Senator, may I respondI
Senator MrrcHEu,. Yes.
Mr. WMLIAMS. Let me just say one quick thing, if I can do it. I have
talked with the New Bedford people-Mr. Fritts-and I have discussed it. I have expressed to him the keen desire at all times of the
domestic'
-ufacturers to work with the fishermen to make whatever
it is-whatever it is that will help them. We have concern for them;
they are fellow Americans.
Pursuant to a luncheon conversation I had with Mr. Fritts, one of
our members, Blue Mountain Industries in Blue Mountain, Ala., wrote
to Jim Kostais of New Bedford, and he says:
Please be assured that the U.S. netting manufacturers are eager to work with
you and your fishermen.

This is dated June 10,1983.
We will do everything possible to provide the products and service you desire.
During our conversation, you stated that the fishermen in your area are interested
in additional domestic sources of the polypropylene webbing they are currently
using. You agreed to send me samples of the particular netting along with
specifications. Once I have received this netting I will pass it on....

We haven't received the samples on the netting yet.

Mr. FRrrrs. May I respond, Senator ?

Senator MITCHELL. Mr. Fritts, yes. Go ahead.

Mr. Fnrrrs. Mr. Kostakis--there was communication between the
two. The net manufacturer who is the person who makes the nets
requested the user of the net to send to the manufacturer samples. I
think we have the cart before the horse. They are the salesmen, the
manufacturer. We did not promise to send samples; we said, "Send us
samples; we will tell you what we need," or "we will consider the
products you have."
That was the last of the communication. There was no follow up, no
salesman approached the potential purchasers in this matter.
Senator MrrCHELL. I must say, Mr. Williams, it doesn't sound like

very aggressive interest in the market when the manufacturer calls the
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customer and says, "Well, if you will send me a sample, maybe I'll
think about making it and selling it to you." Most people who are
really interested in producing and selling things produce them and go
sell them.
Well, I don't want to take any more time, because I know we have
other legislation. Thank you, Mr. Williams. And thank you both, Mr.
Fritts and Mr. Hoffman.
Senator DAOrT. Senator Matsunaga.

Senator

MATSUNAGA.

Senator DANFomi

No questions, Mr. Chairman.

. All right.

Thank you very much, gentlemen.
Mr. Alterman and Mr. Nehmer, on S. 1184.
STATEMENT OF STEPHEN A. ALTERMAN, EXECUTIVE VICE PRESIDENT AND GENERAL COUNSEL, AIR FREIGHT ASSOCIATION,
WASHINGTON, D.C.
Mr. ALTE1MAN. Thank you, Mr. Chairman, members of the
committee.
My name is Steve Alterman, and I am executive vice president
and counsel for the Air Freight Association of America.
Our association is made up of airlines, air freight forwarders, who
are major importers into this country. We strongly support enactment of S. 1184, a bill to increase the informal customs entry limit
from $250 to $1,000.
It should be noted that it is not a question now of whether there
should be an informal entry procedure, but rather only a question of
the amount of that informal entry. The current $250 limit was enacted
in 1953 80 years ago, and has not been adjusted at all to take into account te inflation of the past 30 years. The same items which would
have been available for informal entry in 1953 are now excluded from
informal entry due to this inflation. Therefore, it is the position of the
Air Freight Association that the original intent of Congress, establishing an informal entry limit, is not being met with the current $250
limit.
This artificial limit imposes a severe hardship on small importers
who are forced to endure inconvenience, delay, and expense in the
customs clearing procedure for relatively inexpensive shipments.
Furthermore, the enactment of S. 1184 will relieve an unnecessary
burden on the U.S. Customs Service, and we have been informed by
the Customs Service that they think enough data can be compiled for
monitoring purposes under an increased limit.
Finally-I will be brief-to the extent that S. 1184 is opposed by
members of the textile industry, and it has been in the past, and I
notice Mr. Nehmer is here today, the association is not opposed to an
exemption of the proposed limit to accommodate this segment of
American business. Indeed, we have been informed that Hon. Stuart
McKinney, Representative from Connecticut, has or will shortly be introducing a companion bill in the House of Representatives which
would also increase the limit and will specifically exempt the textile
industry from the workings of that bill.
Thank you.
Senator DANFoirri. Thank you, sir.
[Mr. Stephen A. Alterman's prepared statement follows :]
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Stephen A. Alterman, Executive Vice President and Counsel
Good Morning, My name is Stephen A. Alterman and I am
Executive Vice President and Counsel for the Air Freight
Association.

The Association is a nationwide trade organ-

ization which represents a large segment of the air cargo
industry.

Our members include airlines, air freight forwarders,

and companies which provide both services to the U.S. shipping
public.

A list of AFA members is attached hereto as Exhibit I.

Most of the members of the air freight industry operate
internationally as well as domestically and are therefore
vitally interested in any legislation designed to ease the
Customs entry process.

S.1184 is one such piece of legislation.

At a time when budget cuts and an ever increasing number of
imports threaten to swamp the U.S Customs Service with more
work than it can efficiently handle, any move to simplify
customs procedures must be viewed as a positive step.

Such

legislation now sits before this committee and should be
expeditiously approved.

Introduced by Senator Spark Matsunaga
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of Hawaii, Senate Bill S.1184 would amend the Tariff Act of

1930 to increase from $250.00 to $1,000.00 the amount allowed
for informal entry'of commercial goods.
Under the provisions of informal entry, the consignee is
permitted to pay duties and obtain imported goods whose value
does not exceed the legal limit at airport customs stations at
the time of their arrival.

In turn, reduced paperwork and

lower brokerage fees (which can amount to as much as 50% less,
if a broker is used) make informal entry a particular asset to
small businesses.

The inability to use this procedure on

shipments with a value of over $250.00 creates an artificial,
government-imposed, restriction on international trade and
creates unfair and unwarranted burdens on customs personnel who
are currently past the limits of their efficient capabilities.
When originally signed into law as the nation's basic
customs legislation, the Tariff Act of 1930 provided for a
$100.00 value limit for informal entry of commercial merchandise
into the United States. This amount was increased to $250.00
in 1953 and has remained there ever since, notwithstanding the
fact that significant inflation has reduced the purchasing
power of the dollar to approximately one-quarter of its 1953
value. Thus, precisely the same goods which once qualified for
informal entry now must be treated as a formal entry, a much
more cumbersome, time-consuming and expensive process. The net
result of the use of the out-dated $250.00 limit, coupled with
the inflation rate since 1953, has been to violate the clear
intent of the customs laws. A new, updated limit, is needed now
to cure this inequitable situation.
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In further support of S.1184, it should be noted that some
of ourmajor trading partners, Canada, for example, have higher
informal entry limits.

In addition, other individual supporters

of a change in U.S. law will undoubtedly come from the growing
international small package trade, as the value of most small
packages falls squarely within the $250.00 to $1,000.00 range.
For example, Air Express International, one of the country's
major international air freight forwarders, reports that it is
currently handing approximately 10,000 shipments per month from
the United States under it "Interpak", or door-to-door, service,
but only 500 such shipments into the United States.

The major

reason for this imbalance is the current $250.00 informal
customs entry limt.
Finally, perhaps the most telling argument in favor of
the immediate passage of S.1184 is that we understand that the
U.S. Customs Service itself is in firm support of this legislation.
More informal entry results in less work for the harried agency,
whose workforce is barely able to keep up with its required
tasks.

Therefore, the passage of S.1184 will prove to be as

great a boom to the Customs Service as it will be business
large and small throughout the country.
Finally, in the past, opposition to legislation similar to
S.1184 has come from members of the textile industry who
themselves are under severe pressure from foreign importers.
Recognizing this problem, the Air Freight Association would
not object to exempting the textile industry from the increased
informal customs entry provisions.
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In summary, because the intent of S.1184 is the facilitation of international trade and the improved efficiency
of the U.S.

Customs Service, the Air Freight Association

strongly supports its passage as quickly as possible.
Thank you very much.
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AFA MEMBERSHIP LIST
AIR EXPRESS INTERNATIONAL
AIRBORNE FREIGHT CORPORATION
AIRSPEED,

INC.

AMERFORD INTERNATIONAL CORPORATION
ASSOCIATED AIR FREIGHT
BURLINGTON NORTHERN AIR FREIGHT, INC.
CAM AIR INTERNATIONAL (formerly
Fleming International Airlines)
COMBS AIRWAYS,

INC.

EMERY AIR FREIGHT
EVERGREEN INTERNATIONAL AIRLINES
FLYING TIGER LINE
GENERAL AVIATION, INC.
IMPERIAL AIR FREIGHT
NORTH AMERICAN VAN LINES
PILOT AIR FREIGHT
PROFIT FREIGHT SYSTEM
SMB STAGE LINE, INC.
SOUTHERN AIR TRANSPORT
SUMMIT AIRLINES,

INC.

SURFAIR
TRANSAMERICA AIRLINES
WTC AIR FREIGHT
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STATENT OF STANLEY NEHIER, PRESIDENT, ECONOMIC CONSULTING SERVICES, WASHINGTON, D.C., ON BEHALF OF THE
LEATHER PRODUCTS COALITION AND THE AMERICAN FIBER,
TEXTILE, APPAREL COALITION

Senator DAx~oyoH. Mr. Nehmer.
Mr. NEHmmF.. Mr. Chairman, my name is Stanley Nehmer. I am here
on behalf of two separate coalitions-the Leather Products Coalition,
consisting of 6 organizations employing 250,000 people in this country, including the footwear, luggage, handbag, leather-wearing apparel, personal leather goods, and work gloves; and the American
iber, Textile, Apparel Coalition, consisting of 21 organizations employing 2 million workers located in every one of the 50 States.
In response to the request for written statements on S. 1184 I have
counted at least nine separate statements which have been submitted
to the committee. And I do ask that that plus the two statements which
we have submitted be included in the record.
Mr. Chairman, members of the committee, this is not innocuous technical legislation; this is highly controversial legislation with significant substantive impact on the industries on whose behalf I am here
today. All of their products are in schedules 3 and 7 of the Tariff
Schedules of the United States.
First, with regard to the Leather Products Coalition and their
concerns.
I think it ought to be noted that goods which are entered under the
informal entry system go unrecorded in the official Tariff Schedules by
commodity and by country. And these statistics are absolutely vital
to any industry that is concerned about imports and the impact of
I
imports on their industry and on their market.
I would like to attach to the testimony of the Leather Products Coalition one page from the Foreign Trade Statistics of the United States,
which shows how the Census Bureau records informal entries. They
are estimates; there is no breakdown with regard to the items which
are imported.
In 1982 almost 14 percent of all of the leather product entries into
the United States were valued between $251 and $1,000. And this
included 27 percent of the entries of flat goods or personal leather
goods, over 25 percent of the entries of leather apparel, 22 percent of
c entries of handbags.
If the informal entry system had raised the level to $1,000, I can
assure the members of this committee that the number of such entries
would have been even greater.
I have to say something which may sound very, very harsh; but
increasing the informal entry level to $1,000 would be a license to
cheat, because of the possibility of deliberate undervaluation in order
to come in under the informal entry level.
With regard to the fiber, textile, and apparel aspects of the problem, within the time that I have available, I am sure the members of
the committee are aware of the existence of the multifiber arrangement, which requires a sophisticated monitoring system by which
textile and apparel imports are charged against maximum a lowable
levels.

There already is on record a very seriori3 violation of that with
regard to Hong Kong, and that is reported in my testimony with an
article from a Hong Kong publication, showing the abuse that occurred and the action taken by U.S. Customs in actual undervaluation

of imports from Hong Kong.
Imports of cotton shirts from the Peoples' Republic China are
valued at less than $1 per shirt. It doesn't take much toofimagine
the
number of shirts that can be imported under the informal entry
system and not be recorded in the official import statistics of the
United States.
It is necessary for import-sensitive industries such as textiles, a
parel, the leather products industries, to be able to know what thetrade data are so that action can be taken to prevent those imports
from further injuring the domestic market, the domestic industry,
and the workers who work in the footwear industry
in the textile
industry,, in the apparel industry, and in the other leather products
industries.

Thank you, Mr. Chairman and members of the committee.
Senator DANFORTH. Thank you, sir.
(Mr. Stanley Nehmer's prepared statements follow:]
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LEATHER PRODUCTS COALITION

Amalgamated Clothing and Textile Workers Union, AFL-CIO
Footwear Industries of America, Inc.
International Leather Goods, Plastics and Novelty Workers4
Union, AFL-CIO
Luggage and Leather Goods Manufacturers of America, Inc.
United Food and Commercial Workers Union, AFL-CIO
Work Glove Manufacturers Association
Presented By
StanleyNehmer
President
Economic Consulting Services Inc.
1320 Nineteenth Street, N.W., Suite 600
Washington, D.C. 20036
To The
Subcommittee on International Trade
Senate Finance Committee
In Opposition To
S. 1184, A Bill To Increase The
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SUMMARY
The Leather Products Coalition opposes S. 1184, a bill
to increase the ceiling on informal entries from $250 to
$1,000 because such an increase would result in statistical
discrepancies with respect to import data, and thus make
import monitoring more difficult.
Because of the way Census records statistics for informal entry purposes, a shipment of an industry's products,
for example several varieties of footwear, could be well in
excess of the informal entry ceiling but still be processed
as a informal entry (for recording purposes) so long as each
specific footwear category in the shipments was under the
informal entry ceiling. Obviously, as the ceiling is
increased so are the number of commodity statistics that go
unrecorded.
The leather products industries are susceptible to large
volumes of low-valued imports. Indeed, in 1982, 13.7 percent of all leather-related product entries were valued between $251 and $1,000. Census has estimated that increasing
the informal entry ceiling to $1,000 would result in a 22
percent reduction in the number of import records processed.
Increasing the informal entry ceiling to $1,000 will
also exacerbate the already rampant practice of undervaluation of shipments and misclassification of articles in
order to escape payment of proper duty rates.
It is precisely because these industries -- luggage and
flat goods, work gloves, handbags, footwear and leather
wearing apparel -- are so mport sensitive that they rely so
heavily on accurate trade data. Import penetration rates
for these industries range from 30 to 85 percent. Such data
are vital with respect to Trade Act filings and to accurately monitor the impact of trade flows on the domestic
market.
We ask the Subcommittee not to favorably report S. 1184.
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My name is Stanley Nehmer.
Consulting Services Inc.

I am President of Economic

I am here today in my capacity as

consultant to the leather products industries and as a
representative of the Leather Products Coalition whose membership consists of the following organizations:
Amalgamated Clothing and Textile Workers Union, AFL-CIO
Footwear Industries of America, Inc.
International Leather Goods, Plastics and Novelty Workers'
Union, AFL-CIO
Luggage and Leather Goods Manufacturers of America, Inc.
United Food and Commercial Workers Union, AFL-CIO
Work Glove Manufacturers Association
The leather products sector includes such products as
work gloves; nonrubber footwear; luggage; personal leather
goods handbags; and leather wearing apparel.
The Leather Products Coalition is strongly opposed to S.
1184, a bill which would increase the ceiling on informal
entries from $250 to $1,000.

Raising the ceiling on infor-

mal entries would result in statistical discrepancies with
respect to import data, and thus make monitoring of imports
more difficult.
I think it would be useful to examine briefly how informal entry procedures affect the Government's counting of
imports.

Goods which are imported under informal entries go

unrecorded in the official TSUSA commodity by country statistics maintained by the U.S. Bureau of the Census.

These

statistics are vital to any industry concerned about imports
and the impact of imports on their industry and market.
Even under the present ceiling of $250, imports entering

28-805 0 - 84 -
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under informal entry procedures are not counted in toe rele..
vant trade statistics by commodity.

Census merely estimates

the approximate value of total import shipments valued at
$250 or less for inclusion in a single, basket commodity
classification by country of origin.

This basket category

is TSUSA 999.9500 ("under 251 formal and informal entries
estimated"); in 1982 the value of U.S. imports in TSUSA
999.9500 was $395.5 million, and the total number of informal entries was 27,112.

Any shipments of imported goods

valued at under $250, such as, for example, shoes, do not
get included in the import statistics on shoes but would
merely be counted in TSUSA 999.9500.

The first attachment

to my testimony contains a page from the Bureau of the
Census Publication FT 246 which illustrates this point.
These data are absolutely useless in determining the
articles,

their value,

or their quantity contained therein.

In 1982, 13.7 percent of all leather-Lelated product
entries were valued between $251 and $1,000.

This includes

almost 27 percent of the entries of flat goods, over 25 percent of the entries of leather apparel,

22 percent of the

entries of handbags, and 18 percent of the entries of
luggage, over 9 percent of the entries of nonrubber footwear,

and over 5 percent of the entries of work gloves.

In

all, some 38,000 entries of -these products in 1982 were
valued between $251 and $1,000.
to my testimony.

See Tables 1 and 2 attached
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Census has estimated that increasing the informal entry
ceiling to $1,000 would result in a 22 percent reduction in
the number of import records processed for total imports.
.Such a substantial reduction is likely to have significant
ramifications in statistical reporting in certain commodities, particularly low-unit value items such as textiles
and apparel, and leather-related products.

Certainly, for

these leather-related products, there would be a substantial loss in import records processed.
I think Subcommittee members would be most interested to
learn, as I was, that the U.S. Customs Service and the
Census Bureau have different criteria for considering a
shipment to be an informal entry.

Census' definition is the

one which ultimately affects whether or not an entry gets
counted with the relevant commodity statistics or in the
basket category for informal entries.

Census' view of

informal entries presents a major problem insofar as these
industries are concerned.

The following example is

illustrative:
1. Assume that the ceiling for informal- entries is
$1,000. A shipment of shoes arrives in the United
States with a total value of $2,300. This shipment,
however, is composed of three different types of
shoes falling into three different TSUSA items. One
of the TSUSA items (for example, men's leather athletic shoes, TSUSA 700.3515) is valued at $900; one
(for example, men's leather work shoes, TSUSA
700.3527) is valued at $700; and one (for example,
women's leather athletic shoes, TSUSA 700.4506) is
valued at $700.
2. Customs would process this shipment as a formal
entry because the total value of the shipment at
$2,300 is in excess of $1,000.
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-43. Census, on the other hand, would consider each of
the three items as informal entries because the
value of the different TSUSA items is $1,000 or
less. Census would not report statistics on each of
the entries in the relvant import statistics on
shoes. Thus, overall statistics on shoe imports
would not contain this $2,300 shipment.
The industries in the leather products sector rely
heavily on accurate trade statistics to monitor market conditions relating to imports and import penetration because
these industries are all highly import-sensitive.
The unemployment rate in the leather products sector
rose from 13.1 percent to 17.4 percent between 1981 and 1982
alone.

And import penetration for the entire leather pro-

ducts sector is at extraordinarily high levels:

The latest

available data show import penetration for nonrubber footwear at 64 percent, luggage at 40 percent, personal leather
goods at 30 percent, handbags at almost 85 percent, leather
work gloves at 57 percent, and leather wearing apparel at 56
percent.

As a result, imports need to be monitored closely

and only the most precise and timely statistics can be
relied upon to keep an accurate watch on import levels.
With large numbers of low unit value items constantly being
imported into the United States, an increase in the dollar
amount of merchandise eligible for informal entry could
undermine the efforts of government and industry to monitor
accurately what is coming in and where it is coming from.
For example, the personal leather goods industry has
been carefully monitoring imports of nylon flat goods (TSUSA
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706.3900).

In 1982, the average unit value of U.S. imports

of nylon flat goods was 760. At the current informal entry
ceiling of $250, a shipment of about 330 of these items
could go unrecorded in import statistics.

Raise the level

to $1,000 and some 1,316 number of these flat goods could go
uncounted

Shipments of high-volume, low-unit value items

could combine to cause substantial undercounting in Census
data.
Perhaps most disturbing is the potential of deliberate
under-valuation of items in order to qualify for informal
entry and/or misclassification of items in order to evade
duty payments.

This is clearly not in the public interest.

And these problems will be exacerbated if the value of shipments eligible for informal entry procedures is allowed to
increase.

Not only will under-valuation in general be a

problem, but the problem of deliberate misclassification of
certain products in order to evade payment of proper duty
rates on these items will likely increase.

For example,

duties on nonrubber footwear vary from 0 to 20 percent and,
on luggage, from 6.5 percent to 20 percent.

It will be easy

for importers to claim the lower duty rates, particularly
since informal entry shipments are not subject to a Customs
specialist's scrutiny.

One can only speculate on how much

revenue will be lost to the Federal Treasury if the ceiling
on informal entries is increased four-fold as proposed in S.
1184.
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There are other problems as well.

It is not incon-

ceivable that one or more of the leather-related products
could be the subject of import relief at some time in the
future, and such import relief might involve the imposition
of temporary import restraints.

If the informal entry

ceiling is allowed to increase, how would the U.S.
Government be able to effectively monitor imports, and thus
the restraint arrangements?
Finally, we think that the proposal is poorly timed
because it comes at 4 point when imports are flooding the
U.S. market in record numbers -- causing a record trade
deficit which is expected to top $70 billion this year and
$100 billion next year -- and trade tensions, both internationally and domestically, are high.

Additionally, the

bill fails to recognize that it is precisely because these
industries are so import sensitive that they require the
most accurate data available on imports.

Such data are uti-

lized by firms and workers in a number of ways, but most
often to portray import penetration levels accurately in any
trade action or complaint filed by a U.S. industry, ranging
from GSP matters to Section 201 or 301 filings under the
Trade Act.

Such statistics also play a part in establishing

eligibility for industry-wide adjustment programs administered and funded by the Department of Commerce.

Such

statistics are equally important to the Executive Branch.
To quote from a June 15, 1980 letter from the General
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Counsel of the Department of Commerce to

Le

Chairman of the

House Ways and Means Committee stating the Department's
reasons for opposing an increase in the informal entry
ceiling:
The Department believes that enactment of
the bill also could adversely affect the
development of import data essential to
our trade negotiations where comparisons
are made between U.S. import statistics
and other countries' export statistics.
It could also seriously affect the
collecting of data necessary to assess
the effects of imports on domestic
industry (import impact data).
We strongly oppose an increase in the informal entry
ceiling for the aforementioned reasons.

These industries

and their workers are suffering enormously at the hands of
imports.

To disrupt and camouflage the data on which these

industries so heavily rely would be to add an additional
burden which simply cannot be justified at this time.
We urge the Subcommittee and the full Committee not to
report S. 1184 favorably.
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Table 1
INFORMAL ENTRIES OF LEATHER-RELATED PRODUCTS VALUED
BETWEEN 1291-$1;600

Total
Number of
Entries

Percent of
Entries Valued
$251-$1,0

Nonrubber

Footwear

177,753

9.2

Handbags

37,183

22.0

Luggage

26,526

118.0

Flat Goods

14,849

26.8

Leather Apparel

17,994

25.4

Work Gloves
Total

3,308
277,61S

5.4
137

Table 2
SUMMARY OF STATISTICAL INFORMATION RELATING TO INFORMAL
ENTRY

Count
Nonrubber
Footwear

Total Imports (1982)
Ouantity
Value
(in thousands)
(in thousands)

Count

$251-$1,000
:Quantity
Value
(in thousands) (in thousands)

177,753

481,063

3,087,342

16,297

1,923

9,179

Handbags

37,183

192,129

418,298

8,169

2,270

4,581

Luggage

26,526

N/A

336,136

4,765

Flat Goods

14,849

N/A

94,262

Leather Apparel

17,994

6,699

3,308

4,695

Work Gloves
Total

277,613

N/A

2,639

3,982

N/A
N/A

251,862

4,570

60

2,524

48,430

179

12

104

4,236,330

37,962

N/A

2,251

21,278

N/A -- Not available, or not applicable.
*/ Includes leather and plastic or rubber work gloves.
Source:

Prepared by Economic Consulting Services Inc. from data compiled
by the U.S. Census
Bureau.
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STATEMENT OF THE
AMERICAN FIBER, TEXTILE, APPAREL COALITION
Amalgamated Clothing & Textile Workers' Union, AFL-CIO

American Apparel Manufacturers Association
American Textile Manufacturers Institute
American Yarn Spinners Association
Carpet and Rug Institute
Clothing Manufacturers Association of U.S.A.
International Ladies' Garment Workers' Union, AFL-CIO
Knitted Textile Association
Luggage 'and Leather Goods Manufacturers of America
"Ln-Nade Fiber Producers Association
National Assoolation of Hosiery Manufacturers
National Association of Uniform Manufacturers
Rational Cotton Council
fttional Itnitwear & Sportswear Association
National Knitwear Manufacturers Association
National Wool Growers Association
NIeckvear Aaoiation of America
Northern Textile Association
Textile Distributors Association
...
'Wotk Glove Manufacturers Association
PRESENTED TO
oUSCOKNITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE

BY

PRESIDENT,

STANLEY ERfiNER
ECONOMIC CONSULTING SERVICES INC.
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SUMMARY

AFTAC opposes S. 1184 for the following reasons:
* The MFA requires a sophisticated monitoring system
by which textile and apparel imports are charged
against maximum allowable levels of imports from certain countries. This requires precise customs documentation. There are already an indeterminate amount
of apparel imports which do not get charged against
negotiated quotas due to informal entry. An increase
from $250 to $1,000 in the informal entry ceiling
will result in considerably larger number of import
shipments which will not be counted against negotiated MFA levels, greatly impairing the operation of
the MFA.
* A major priority for the import-sensitive textile and
apparel industries is accurate trade data in order to
analyze the economic impact of imports on the
domestic market. S. 1184 would bi a detriment to the
collection of accurate trade data.
e Accurate trade data are also needed to set restraint
levels on textile and apparel products not currently
covered by restraints under the MFA, but which are
brought under control as imports increase to the
point of causing disruption to the U.S. market. The
new ceiling proposed under S. 1184 would pose a major
problem in this regard.
*

The inducement to ship in smaller lots to avoid formal U.S. Customs procedures becomes greater as the
level of informal entry is expanded. Aggregate
import levels could become increasingly understated
if shipments under $1,000 are not included in Census
d.ta.

* Because many textile and apparel items are of lowunit value, large quantities can be shipped under a
$1,000 informal entry ceiling.
* An increase in the informal entry ceiling will exacerbate the problem of under-valuation by exporters
in order to avoid being subject to restraint levels.
AFTAC urges the Subcommittee to consider the ill-effects
of this legislation on the operation of the MFA and on the
textile and apparel industry. We urge you not to favorably
report this legislation.
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APPAREL COALITION
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By Stanley Nehmer
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In Opposition to
S. 1184
The American Fiber, Textile, Apparel Coalition (AFTAC)
is a national coalition of labor and management organizations in the textile add apparel industry in the United
States.

The 20 member organizations of AFTAC listed on the

cover page of my testimony are located throughout the nation
and produce the vast majority of textile and apparel items
made in this country.
AFTAC wishes to record its strong opposition to S. 1184,
a bill to increase the maximum value of import shipments
eligible for informal entry from $250 to $1,000.

The tex-

tile and apparel industry sector is sensitive to imports,
and particularly to imports from low-wage developing
countries.

The industry relies upon the Multifiber

Arrangement (MFA) to alleviate the import pressure on the
textile and apparel industries.

While the MFA may not be a

wholly satisfactory mechanism for import restraint, it is,
nonetheless, the only import program now in effect for this
industry.
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The MFA requires a sophisticated monitoring system by
which textile and apparel imports are charged against
maximum allowable levels of imports from certain-countries.
The procedure for monitoring imports requires precise
customs documentation as to the kinds, quantity, and value
of imported articles.

Even under current statutes, however,

some apparel items from some countries, despite inclusion in
the MFA, can be imported into the United States under informal entry procedures if the total value of the shipment does
not exceed $250.

There are already an indeterminate number

of apparel imports which do not get charged against negotiated quotas due to informal entry.
It is clear that an increase in the maximum informal
entry level from $250 to $1,000 will result in a considerably larger number of import shipments which will not
be counted against negotiated MFA levels.

This will not

only hinder the operation of the MFA, but will also injure
the industry's ability to monitor its competitive position
in the U.S. market.

Accurate trade data are a major

priority for all import-sensitive industries in their
efforts to analyze the economic impact of imports on the
domestic market.

Many individual textile and apparel

industry segments, especially those in which high-volume,
low-unit value imports are common, would be adversely
affected by an increased dollar value limit for items eligible for informal entry.
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Accurate trade data are also tremendously important to
set restraint levels on textile and apparel products not
presently covered by restraints under the MFA but which are
brought under control as imports increase to the point of
causing disruption to the U.S. market.

When such actions

are taken, import levels are set based on imports in the
first twelve of the last fourteen months.

Import data must

fully reflect import levels in order that restraint levels
are properly set.

An increase in the level of informal

entry, which would result in inaccurate data collection,
would make this effort difficult.
The textile and apparel industry is still the largest
employer in manufacturing in the United States although
employment in the textile industry is now 1,932,000 -200,000 below 1980 levels and 400,000 below employment in
1974.

If the present import trend continues, estimates show

that industry employment will decline further by 300,000
workers by 1990.

Over 65 percent of the workers in the

industry are women and, since many of them are secondary
wage earners, many are unable to relocate.

Furthermore,

one-fourth of the industry's workforce is comprised of
minorities and much of the apparel industry is concentrated
in large U.S. cities and metropolitan areas where alternative employment opportunities are limited.
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Many segments of this industrial complex, particularly
in the apparel area, have been characterized by plant shutdowns, declining domestic production, and declining domestic
employment, all as a result of increasing quantities of
imports.
sive.

The manufacture of apparel is highly labor inten-

Domestic apparel producers find it difficult to

compete with foreign producers, especially those in low
wage, developing countries.
The concern over the pending legislation is selfevident.

A concern with regard to import levels dictates a

concern with regard to accurate trade statistics.

Fair and

equitable administration of the MFA depends upon accurate
trade data.

An increase in the maximum value of merchandise

eligible for informal entry will make proper and effective
administration of this import program exceedingly difficult.
Many imported items affecting the textile and apparel
industry have relatively low average unit values.

This is

becoming an even greater problem today as the People's
Republic of China with textile and apparel products with
particularly low unit values increases its shipments to the
U.S.

The inducement to ship in smaller lots to avoid formal

U.S. Customs procedures becomes greater as the level of
informal entry is expanded.

Aggregate import levels could

become increasingly understated if shipments under $1,000
are not included in Census data.
Attached to our statement is an article from a Hong Kong
publication which describes the action taken by the U.S.
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Customs Service in Hong Kong when it determined that madeto-measure clothing shipped to the U.S. was being undervalued to avoid being subject to the restraint levels on
exports from Hong Kong.

The U.S. Customs Service reported

that this practice had also resulted in a loss of duty revenue to the U.S. of US $300,000 to 500,000 monthly.

Raise

the informal entry level to $1,000 and the Hong Kong
merchants will have an even greater incentive to cheat.
There are many examples of imported textile and apparel
items which.are of low unit value and which therefore could
take advantage of informal entry procedures.

For example,

the average unit value of imports of men's and boys' cotton
shirts from the PRC in 1982 was $22.89 per dozen, less than
$1 each.

Currently, 11 dozen of these shirts can enter the

United States under the $250 informal entry ceiling.

If the

ceiling is raised to $1,000, shipments of 44 dozen shirts
can pass through U.S. Customs without being logged for statistical purposes.

Shipments such as these would go

uncounted if S. 1184 is enacted.

Unrecorded imports could

increase the disruption to the U.S. market without recourse
by the U.S. Government.
AFTAC urges this Subcommittee to consider carefully the
negative consequences

that passage of S. 1184 could have on

the operation of the Multifiber Arrangement and on the
viability of the domestic textile and apparel industry, and
other import-sensitive sectors.

We believe that the evi-

dence justifies that this legislation not be favorably
reported by the Subcommittee or the full Committee.
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Customs
crackdown
An InvestIWion by the US customs,
which In Jauary.April seited some
6,000 parcls of custominade clothing
despetched from Hong Kong, has led
to the imposition of stinent new
conditions on such ales. A drecve
dated April 30 and sge by Mr
Donald Miee, Senior US Customs
representative In Hong Kong, seifie
that:
* All future shipments must be d.
cared at Full transaction vaue, i.e.
te price to the US customer.
o Tby must conta acopy of the
oiin Invokis or order form. and
proo o payment.
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Introduced In July 1980, by valued over $250 will be assumed & a
god eassessed for duty on rate of eiht times te potential loss of
Ina value - the po pd U
revenue, vid ainst each parml
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AMERICAN FIBER, TEXTILE, APPAREL COALITION
Amalgamated Clothing & Textile Workers' Union, AFL-CIO
American Apparel Manufacturers Association
American Textile Manufacturers Institute
American Yarn Spinners Association
Carpet and Rug Institute
Clothing Manufacturers Association of U.S.A.
International Ladies' Garment Workers' Union, AFL-CIO
Knitted Textile Association
Luggage and Leather Goods Manufacturers of America
Man-Made Fiber Producers Association
National Association of Hosiery Manufacturers
National Association of Uniform Manufacturers
National Cotton Council
National Knitwear & Sportswear Association
National Knitwear Manufacturers Association
National Wool Growers Association
Neckwear Association of America
Northern Textile Association
Textile Distributors Association
Work Glove Manufacturers Association
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Senator Mitchell.
Senator I)A oRmm.
Senator MITCHELT. No questions.

Senator DANFORTH. Senator Matsunaga.

Senator MATOUNAOA. Thank you, Mr. Chairman.

Mr. Nehmer.
Mr. NzHxz. Yes, sir.

Senator MATUNAOA. If we should exclude textiles from the increase,

would you then favor the billI
Mr. NEHMR. Well, sir, I am here on behalf of two separate
groups-fiber textiles and apparel, and leather products.
Senator MATOUNAOA. If we also exclude leather products, would you

then favor the bill?

Mr. NEHMER. If you exclude schedules 3 and 7 there would be no

basis for our opposition to this legislation. All of these products are
included in those two schedules. And I don't think in schedule 7 there
is very much other than what we have been talking about.
Senator MATSUNAOA. If we reduce the maximum importable amount
to $500 or $750, would you then favor the bill?
Mr. NEHMER. Sir, I would have to say, insofar as these products
are concerned there would still be a problem. I think I pointed out in
my testimony that the average unit price of a flat goods or personal
leather goods imported last year was 75 cents or 76 cents. A lot can
come in at $500 or $600 or $750 and not be recorded in the actual
statistics. That's the problem.
If you were to exclude textiles, apparel, the leather products that
we are talking about, there would be no basis for our even being here
today, obviously.
Senator MATSUNAOA. Yes; I understand.
As you know, and as has been pointed out, the $250 limitation was
set back in 1953. There has been considerable inflation since then, you
must admit. In 1953 were you opposed to the raising of the amount
from $100 to $250?
Mr. NEHMR. No, sir. In 1953 1 was in the U.S. Government, and I
was not involved in this at all.
Senator MATUNAGA. In the Customs Service.
Mr. NEiH M=R. No, sir. I was in the State Department, actually,
in 1953.
I should point out, Senator, that in 1953 the import impact on these
industries was nowhere as it is today. The textile import program
didn't begin until 1957, with an agreement negotiated with Japan.
There was no import penetration of 65 percent of footwear in 1953. If
imports had 2 percent of the U.S. market it would have been a lot
in 1953.
What we are talking about is the current situation, Senator, which
has deteriorated so badly-as I know you are aware of-that this particular point of $250 versus $1,000 or some intermediate figure becomes
a very serious problem to these import-impacted industries.
Senator MATSUNAGA. As you probably know, the Customs Service,
including the employees, have approached me to do something about
this, because they are overburdened with work with the $250 limitation. They miss the larger imports because they need to pay too much
attention to the smaller ones. What do you say to them?
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Mr. NcHMFRR. Well, Senator, I would have to say that that's really,
from their point of view unfair to these American industries and the
2.25 million people woriting in these industries directly employed,
plus another 1.1 million Americans who are working in other industries supplying these industries.
If the Customs Service does not have the resources to take care of
this problem, then Congress should-if I may say, with all respect-should see to it that they do have the resources.
Senator MATSUNAOA. Well, I did try to increase the number of em-

ployees last year, and failed miserably.
Mr. NHMixn. I am sorry that happened, but this is no solution to
the problem, to take it out of the hides, if I may say, of these industries.
Senator MATSUNAOA. I see my time is up, Mr. Chairman.

Senator DANFORTH. Senator Chafee.
Senator CnAFEE. No questions.

-

Senator MATSUNAGA. Thank you all very much.

Mr. NUMER. Thank you very much.
Senator DANFORTH. Next, S. 1420, Mr. Holbein.

STATEMENT OF BRUCE HOLBEIN, MANAGER, GOVERNMENT RELATIONS, DIGITAL EQUIPMENT CORP,, ON BEHALF OF THE SEMICONDUCTOR INDUSTRY ASSOCIATION AND THE SCIENTIFIC
APPARATUS MAKERS ASSOCIATION
Mr. HoLBImw. Good morning, Mr. Chairman.
r would like to summarize my testimony and ask that the full text
be included in the record.
Senator DANFORTH. Right. You don't even have to ask.
Mr. HOLBEIN. All right; thank you.

My name is Bruce Holbein. I manage government relations for the

Dig__ital Equipment Corp., and I am appearing on behalf of the Semiconductor Industry Association and the Scientific Apparatus Makers
Association. I am accompanied by SIA's counsel, Michael Gadbaw.
My purpose in testifying is to urge this committee to act favorably
on S. 1420, a bill introduced by Senator Mitchell to authorize the
President to suspend the duties on semiconductors and certain computer products.
Mr. Chairman, I think you will find that the basic thrust of S. 1420
is very close to the tariff negotiating provisions of S. 144, a bill which
you, Senator Mitchell, and a number of other committee members have
cosponsored. And as you know, the high technology trade associations have strongly supported S. 144.
The similarity between the tariff negotiation provisions of S. 144
and S. 1420 is intentional. The purpose of S. 1420 is to insure that
tariff negotiating authority for high technology products includes all
the items for which there is the greatest ind-ustry support. And we
believe that S. 144 could be improved in two respects. This improvement would be accomplished by S. 1420.
First, the negotiating authority would be extended to all semiconductors items that should be covered in the trade agreement pertaining to semiconductors. This would include T.S.U.S. items 687.72 on
diodes and rectifiers, and 687.85, parts of semiconductors.
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Second, S. 144 as presently drafted does not include parts of computers-676.52. This is a priority item for inclusion in any tariff legislation affecting computers, because reduction of the U.S. tariff on computer parts holds the greatest prospects of benefits to the U.S. computer
industry.
The other reason why S. 1420 was introduced was that there was a
concern that there may be sensitivity to providing specific tariff negotiating authority along the lines in S. 144. By providing comparable
authority in the form of a miscellaneous tariff bill, it was thought
that we could avoid such sensitivities, or at the least open an additional
option for achieving the same end.
The important ting to remember, considering this tariff negotiating authority, is that providing the authority to use tariffs as negotiating chips holds the potential of providing substantial benefit to U.S.
semiconductor and computer industries as well as the many industries
which purchase semiconductor and computer products.
U.S. semiconductor and computer companies are committed to competition in global markets. Tariffs on the products we buy and sell do
not afford us protection, particularly at the levels of 4 to 5 percent.
Such tariffs on y add to our manufacturing costs and divert resources
we critically need for investment in capital equipment and for increased investments in research and development.
We are dealing with companies which, like my own, pay little or no
dividends to their shareholders, while at the same time we invest over
20 percent of our revenues in capital equipment and in research and
development. At the same time, we face very intense foreign competition from companies whose governments are committed to do everything they can to provide a favorable environment for their domestic
companies' growth. s

S. 1420 is a very simple, straightforward way of helping to insure
the international competitiveness of United States high technology
companies, and we urge you to give it your favorable consideration.
Thank you.
(The prepared statement of Bruce Holbein follows :]
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Mr. Chairman my name is Rruce Holbein.

I am Manager of

Government Relations, Digital Equipment Corporation (DEC).

I am

testifying today on behalf of Digital, the Semiconductor Industry
Association (SIA',
Association (SAMA).

and the Scientific Apparatus Makers
These associations represent a broad range

of companies engaged in the production of semiconductors,
computers and other advanced electronic products.
I would like to thank the Committee for this opportunity to
present our position in support of Senator Mitchell's bill -- S.
1420 --

a bill which would give the President the authority to

suspend the duty on semiconductors and certain computer products
based on a finding that it is in the national economic interest.
To explain the importance we attach to this issue, I would
first like to discuss the environment of global competition in
which U.S. high technology companies must operate.

Second, I

will explain the importance to us of measures designed to reduce
and eliminate barriers to international trade in the products we
buy and sell.
U.S. high technology industries lead the world in their
level of technology and competitiveness.

All other nations --

including Japan -- measure their own degree of success in these
industries against an American standard of excellence.

A primary

reason for our achievement in this field has been the existence
of a comparatively free and open international trading system.
This system has given us a worldwide market for our products,
which has enabled us to maintain a consistently high level of
sales volume.

High volume sales enable us to reduce our costs
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through learning and scale economies.

Because of those

continuing cost reductions, we have not only been very price
competitive all over the world# but profitable.

Moreover, we

have plowed most of our earnings back into our business.to
maintain the levels of efficiency, productivity and innovation
needed to remain competitive on an international scale.

The

electronics and microelectronics industries pay little or no
dividends to stockholders -- and we have a higher level of R&D
and capital investment expenditure than virtually any other U.S.
industry.
At present our high technology industries face a growing
competitive challenge from foreign competition which benefits
from extensive government programs to promote their domestic
industries.

However, it remains our firm belief that the way to

meet the foreign challenge is by opening foreign markets, not by
protecting our own.

Accordingly, we oppose trade barriers of any

kind, tariff and non-tariff, here and abroad, and we have
consistently sought to reduce and eventually eliminate such
barriers.
An excellent example of this type of initiative was the
agreement concluded in 1980 which resulted in the reduction of
the Japanese duty on semiconductors to 4.2% from 10%, thereby
achieving parity in tariffs between the United States and
Japan.

This agreement was possible because the President had

available to him general tariff negotiating authority which
allowed him to reduce the U.S. duty by up to 20%.

Although that

authority has now expired, the United States and Japan are on the
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verge of agreeing to eliminate their duties on semiconductors.
The authority provided in Senator Mitchell's bill would enable
the United States to implement such an agreement and to negotiate
similar agreements with other countries on computer components,
systems and peripherals.
It is worth noting that any U.S.-Japan agreement on
semiconductors would be negotiated together with a number of
measures designed to open the Japanese market to U.S.
semiconductor exports.

We are hopeful that as a result of these

efforts, Japan will agree to implement a series of measures to
promote U.S. semiconductor imports into Japan.

We hope that

these measures will be augmented by the negotiated elimination of
the Japanese tariff on semiconductors.
Elimination of the Japanese duty will be beneficial to U.S.
electronics firms, but our industries and economy will also
benefit from the elimination of the U.S. duty.

The current U.S.

duty on semiconductors and computer parts, which ranges from 4.2
to 5.1 percent, does not offer protection to U.S. producers.

The

volatility of prices in the global semiconductor market dwarfs
the importance of customs tariffs.

For example:

- normal supply/demand and product life cycle forces have
caused the price of a semiconductor device to drop from $30
to $5 in one year.
- fluctuations in international exchange rates have caused
price variances of as much as 30 percent.
On the other hand, while the duty offers our industries no
protection, U.S. and foreign duties impose costs and regulatory
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burdens on our producers.
industries are global
competitive success.

Our computer and semiconductor

in scope -- a primary factor in their
The existence of duties anywhere imposes

costs on the shipment of raw materials and semifinished parts
from our subsidiaries in one country to those in another.
Moreover# in the U.S,# our companies must devote personnel to
satisfying the heavy administrative Customs requirements involved
in TSUS 806 and 807 assembly operations.

These personnel

obviously could be more usefully employed supporting R&D or
production.

The fact is that for U.S. high technology

industries, the U.S. duty is a hindrance rather than a help.
In order to meet the foreign competitive challenge in the
next decade, U.S, computer, instrument, semiconductor and other
high technology firms will engage in unprecedented levels of
capital investment and research and development.

U.S. companies

are doing all that they can to reduce their costs and invest a
high percentage of every sales dollar in capital and R & D. The
suspension of the U.S. tariff on semiconductors and computer
parts would make additional funds needed for investment available
to U.S. semiconductor and computer producers.

To illustrate this

point, in 1982 the U.S, semiconductor industry paid total duties
of approximately $75.5 million to the U.S. and Japanese
governments.

This sum represents nearly 5 percent of the total

annual investment in R&D and capital by the U.S. semiconductor
industry.

The suspension of the duty in the United States alone

would have saved U.S. semiconductor manufacturers about $60
million in 1982 duty payments on the value added in that part of
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semiconductor assembly and testing which, out of competitive
necessity, must be conducted overseas.

The elimination of these

payments would be one of the single most significant cost saving
measures the U.S. government could implement for the U.S.
semiconductor industry.

Other U,S. industries which purchase

semiconductors, such as instrument manufacturers, would also save
money as a result of the reduction in U.S. duty rates.
S. 1420 would also authorize the President to negotiate
similar arrangements with other countries to reduce or eliminate
the duties on computer components, systems and peripherals.

In

this respect, the legislation complements the tariff negotiating
provisions in section 128 of S. 144, the International Trade and
Investment Act%

However, S, 1420 would extend the coverage of

tariff negotiating authority to parts of computers provided for
in item 676.52,

This is an important addition to the President's

negotiating position because reduction of tariffs on computer
parts holds the greatest prospect of benefits for the U.S.
computer industry and other industries that purchase U.S.
computer components.

This could be done by implementing thd

nomenclature contained in the Harmonized Commodity Code system.
Underlying our support for the worldwide elimination of
tariffs on computer parts and other high technology products is
the recognition that our industry competes in a global
marketplace.

The United States imports over $1 billion in

computer parts and exports over $9 billion in computer systems.
To remain competitive we must be able to source our components
wherever it is the most cost effective.

Duties on semiconductors
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and on our components simply add to our costs, inflate prices and
divert funds from essential research and development and capital
investment, thereby making our products less competitive in
international markets.
Because domestic semiconductor manufacturers allocate such
high percentages of their net sales to R&D and investment, the
experience of the industry indicates that most of the savings
realized by the tariff suspension would be utilized for increased
R&D and capital investment in the U.S.

In 1982, R&D as a

percentage of net sales reached 10.7 percent, and in 1981
investment as a percentage of net sales stood at over 20
percent.

In effect, over 30 percent of all sales revenues were

reinvested by the industry --

an extraordinarily high percentage

for any industry, here or abroad.

Furthermore, according to an

SIA study, over the past five years 83 to 85 percent of these
expenditures have been made here in the United States,

Moreover,

it is worth noting that the high technology industries, as
represented by the associations here today, have among the
highest effective tax rates of any U.S. industries.
In the competition between U.S.

and foreign semiconductor

and computer part producers, national duties play a role only as
a cost to all firms, and the majority of this cost is borne by
U.S. companies.

Authority to reduce the duties on semiconductors

and computer parts, especially when coupled with parallel action
by the Japanese government, would benefit the U.S. industry more
than that of any other nation.

It would also be a clear signal

to other nations of this country's commitment to the principle of
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eventual elimination of tariff and nontariff trade barriers.
We urge your committee to take positive action on S. 1420.
It is a simple and effective step by which to increase the
competitiveness of U.S. high technology industries at home and
abroad.

It is an essential step which may help to secure greater

access fur U.S. firms to the Japanese semiconductor market, and
it would provide a vivid demonstration of the U.S. commitment to
open world trade in high technology products.

cdh/H-19:66
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Senator

DANFORTH.

Senator Mitchell.

Senator MITCHELL. Thank you Mr. Holbein, for your statement.

Under this bill it is intended that the President use the authority
to suspend duties when he has obtained assurance that some of our
trading partners would do likewise.

Mr. HOLmBiN. That is correct, Senator; this is not a unilateral sus-

pension of duties. It is intended to provide the President with negotiating authority, to have bargaining chips, to increase the range of
bargaining chips he has in trying to reach high technology agreements with our trading partners.
Senator MITCHELL. With what countries do you think such arrangements are possible?
Mr. HOLB NI. Well, at the moment our Government is actively

pursuing a trade agreement with the Japanese to suspend bilaterally,
mutually, the duties on semiconductors.
Our Government presently lacks the statutory authority to put
such an agreement into effect, and the authority in S:_
0 would
provide that ability.

Senator

MrrCHELL.

All right.

Mr. Holbein, can you identify the associations and companies in
the semiconductor and computer industries which support S. 1420?
Mr. HoLBEi. Yes, Senator Mitchell.
In addition to the Semiconductor Industries Association and the
Scientific Apparatus Makers Association, on whose behalf I appear
today, the other leading high technology trade associations support
this measure, including the American Electronics Association, the
Computer & Business Equipment Manufacturers Association and
the Computer & Communications Industries Association, in addition
to individual companies such as Digital, Data General, GCA Corp.
This measure has achieved the unanimous support of the six major
sectoral high technology trade associations.
Senator lfrrcHm. Thank you very much.
Senator DANFORTH. Senator Matsunaga.
Senator MATSUWAGA. No questions.

Senator

DANFORTH.

Senator Chafee.

Senator CHAFEE. No questions.

Senator

Thank you very much.
Mr. HOLBEIN. Thank you.
Senator DANFORTH. We now have S. 1542, Mr. Stone and Mr.
Miller.
Senator Scott, good to see you.
Senator Scorr. Thank you, sir. It is a pleasure to be back, as always.
It's even a pleasure to be on this side of the table, if I may say so.
I appreciate the opportunity to introduce the witness.
Mr. J. H. Miller is the president and the chief executive officer of
Plastics Manufacturing Co. of Dallas, Tex. He has been familiar with
the domestic and foregin market in melamine for over 33 years. He has
500 to 600 employees, many of whom have been with him more than
25 years. And he will testify in strong opposition to S. 1542, which
would increase the duty rate on the chemical melamine from the current 4.3 percent ad valorem to 9.2, and he will point out, among other
things, that the pending legislation is not a miscellaneous tariff bill.
DANFORTH.
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As far as Mr. Miller is aware, and he has made considerable inquiries, this bill is opposed by all domestic users of melamine.
So it is my pleasure to have the privilege of introducing this witness, Mr. Miller, to the committee, and I thank you for hearing him.
Senator DANFORTH. Thank you.
Mr. Miller.
STATEMENT OF ;AMES H. MILLER, PRESIDENT, PLASTICS
MANUFACTURING CO., DALLAS, TEX.
Mr. MILL_. Thank you very much.
Senator Mitchell, I feel that I represent the entire industry and particularly Pioneer Plastics from Maine, because I have visited with the
top management of that organization, and they concur with us entirely
in this matter.
Senator MITCHFJ. And they are represented here.
Mr. MILLER. Yes; they are represented here.
Plastics Manufacturing Co. is strongly opposed to S. 1542, which
would increase the duty rate on chemical melamine from 4.3 to 9.2
percent. This bill would force our company and other users to pay
higher prices for melamine at a time when we have just begun to get
over the recession and are having a little slight upturn. For this
reason and for the others that I will mention, we urge the subcommittee to reject this bill.
S. 1542 would violate the international obligations of the United
States. As part of the 1979 multilateral trade negotiations the President has implemented a staged tariff reduction on melamine from its
current rate to 3.5 percent by 1987. In consideration of this action, the
United States did receive reciprocal concessions, and passage of S. 1542
would abridge our obligations and commitment under the MTN.
The pending legislation is not a miscellaneous tariff bill. In 1980
Melamine Chemicals, Inc., of Louisiana, tried to eliminate foreign
competition by bringing an antidumping petition against producers
of melamine in the Netherlands, in Austria, and in Italy. MCI's claims
were rejected by the Commerce Department and the International
Trade Commission at that time.
In 1982 MCI tried again to curtail foreign competition by filing
another antidumping, complaint against Brazil. The International
Trade Commission rejected MCI's contentions out of hand at a preliminary stage of the investigation. Instead of finding the minimal
level of injury that would justify a full investigation, the Commission
determined MCI's profitability, employment, and domestic market
share was "positive.' One Commissioner went so far as to say that:
"This is not an industry in distress or even an industry suffering from
a modicum of injury necessary for an affirmative finding."
Finally, just several weeks ago the U.S. Trade Representative held
a hearing pursuant to another MCI petition on whether or not to
remove melamine from the list of articles eligible for duty-free entry.
Mr. Chairman, there has been a very hard fought, ongoing controversy surrounding our policy with regard to the importation of
melamine. And the question should not be addressed as a "miscellaneous tariff issue."
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The passage of S. 1542 would result in a dramatic increase in the
cost of melamine to domestic users and could prejudice the economic
recovery which is taking place i4 the plastics industry.
I would like to very briefly describe for you the structure of the
market for melamine crystals in the United States and how it affects
the business of my company.
In 1973 there were at least six U.S. manufacturers of melamine.
Three years later, in 1976, there were only three producers: Allied
Chemical, American Cyanamid and Melamine Chemicals Inc Today
there are two producers: imerican Cyanamid and Melamine
Chemicals.
American Cyanamid uses almost all of their production in-house,
and it leaves really only one manufacturer to fill the needs of the open
market in this country.
Plastics Manufacturing Co. and other domestic users of the chemical
are in tremendous jeopardy as the result of what has happened in the
industry over the last several years. Melamine is the lifeblood of our
business, and just good business dictates that we have more than one
supplier of our basic raw materials.
The ultimate effect of S. 1542 would be to give Melamine Chemicals,
the last remaining producer of melamine, an effective monopoly and
resulting windfall. S. 1542 would eliminate price competition in the
U.S. market afforded by importers and would therefore be detrimental
to the interests of the industrial users.
Senator DANFORT.

Thank you, sir.

[Mr. James H. Miller's prepared statement follows:]
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Senator Danforth, Senator Bentsen, Members of the Committee,
my name is James H. Miller.
tive

Officer

Dallas,

Texas.

of

I am the President and Chief Execu-

Plastics Manufacturing

Company,

located

in

With me this morning is Mr. Marshall Matz, our

counsel, with the law firm of Barnett & Alagia.
Plastics

Manufacturing

Company

is

strongly

S. 1542 which would increase the duty rate on

opposed

to

the chemical

elamine from the current 4.3% ad valorem to 9.2%.

The bill

would force our company and other industrial users to pay higher
prices for melamine at a time when we have just begun to recover
from the prolonged recession.

For this reason, and for the

others set forth below, we urge the Subcommittee to reject this
bill.
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S. 1542 would violate the international obligations of

*

the

United States.

Negotiations (MTN)

As

part

of

the

1979

Multilateral

Trade

the President has implemented a staged tariff

reduction on the chemical melamine from its current rate to 3.5Z
by 1987.

(PresidentiaX

this action,

Proclamation 4707)

In consideration of

the United States obtained reciprocal concessions.

Passage of S. 1542 would abridge our obligations and commitment
under ihe MTN.
*

The pending legislation is not a "miscellaneous tariff

bill".

In 1980 Melamine Chemicals, Inc. (MCI) of Louisiana tried

to eliminate foreign
petition

against

Austria and Italy.

competition by

producers

of

bringing an anti-dumping

melamine

in

the

Netherlands.,

MCI's claims were rejected by the Commerce

Department and the International Trade Commission.

In 1982 MCI tried to curtail foreign competition by filing
another anti-dumping complaint against Brazil.
Trade

Commission rejected

MCI's contentions

preliminary stage of the investigation.

The International
out of hand at a

Instead of finding the

minimal level of injury that would justify a full investigation,
the Commission determined MCI's "profitability, employment,

domestic market share" was "positive".

and

One commissioner went so

far as to say that "this is not an industry in distress or even
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an industry suffering

the modicum of injury necessary

for an

affirmative finding."
Finally, just several weeks ago the United States Trade
Representative held a hearing pursuant to another MCI petition on
whether or not to remove melamine from the list of articles
eligible for duty-free entry.

In short,

Mr.

Chairman,

there

has

been

a hard-fought,

ongoing controversy surrounding our policy with regard to the
importation of melamine, and the question should not be addressed

as a miscellaneous tariff issue.
Passage of S. 1542 would result in a dramatic increase

*

in the cost of melamine

o domestic users and could prejudice the

economic recovery which is taking place in the plastics industry.
Let me briefly describe for you the structure of the market for
melamine crystals in the United States and how it affects the
business of Plastics Manufacturing Company.

In 1973 there were

at least six U.S. manufacturers of melamine.

By 1976 there were

only

three

Corporation;
Inc.

producers

in

the

United

States:

Allied

Chemical

American Cyanamid Company and Melamine Chemicals,

Today there are only two producers, Melamine Chemicals,

Inc. and American Cyanamid.

In practice, however,

one

Company

as

American

Cyanamid

-3

uses

almost

there is only
all

of

its
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production for its own business, leaving only Melamine Chemicals,
Inc. to produce for the open market in the United States.

Plastics Manufacturing Company, as well as other domestic
users of the chemical, are in tremendous jeopardy as a result of
what has happened in

the industry over the last several years.

In effect we have been reduced to only one reliable U.S.
of the raw material which is

source

the lifeblood of our business and

which is required in the manufacture of almost all our products.
This,

then, makes it mandatory that we import materials from

foreign sources.

Good business practices dictate that no company

rely on one supplier for its basic raw materials.

*

The

ultimate

Melamine Chemicals,

effect

Inc.,

of

S. 1542

would

be

to

give

the last remaining U.S. producer of

melamine, an effective monopoly and resulting windfall.

S. 1542

would eliminate price competition in the U.S. market afforded by
importers and would therefore be detrimental to the interests of
industrial users.

Mr.

Chairman,

we urge you to consider this legislation in

the context of the MTN agreement,

the controversy that has been

raging before the International Trade Commission and the United
States Trade Representative, and the need to protect the domestic
users of melamine.

We must rely upon a diversity of suppliers

-4
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for an efficient manufacturing process.

Plastics Manufacturing

Company currently employs between 500 and 600 people.

S. 1542

would adversely affect the economic wellbeing of our company and
that of the entire industry.

Thank you very much.

-5-
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STATEMENT OF JAY STONE, WASHINGTON, D.C., REPRESENTING
MELAMINE CHEMICAL, INC., DONALDSONVILLE, LA.

Senator

DANFORTH.

Mr. Stone.

Mr. STONE. Thank you, Mr. Chairman.

My name is Jay Stone, president of Jay Stone Associates. I am here
on behalf of Melamine Chemicals to testify in favor of S. 1542, as
introduced by Senator J. Bennett Johnston.
.Melamine Chemicals, Inc., is a joint venture of Ashland Oil Corp.
and the First Mississippi Corp. -and is located in Donaldsonville, La.
I am just going to summarize my statement, Mr. Chairman.
Essentially, what we are asking here is for a reciprocal duty as to
what they charge in the EEC as opposed to what we charge. We want
them both to be 9.2 percent.
What has happened is that over the last few years, as my partner
over here has mentioned, the foreign governments have been illegally
dumping melamine into the United States at less than fair value prices,
which has run all the melamine producers in the country out of business, except for Melamine Chemicals, Inc., and American Cyanamid.
American Cyanamid produces only for its own use; it doesn't sell
to anybody else. In fact, it buys additional melamine. So there is really
only one producer.
He mentioned that the Commerce Department had found that there
was no material injury; however, we filed suit. And after 3 years of
litigation the CIT reversed the Commerce Department's determination
on March 25 of this year.
Also I want to just give you some statistics.
The Department of Commerce, when they filed their opposition to
this last year on the House bill, they said there was no serious import
injury. To give you an idea of what we consider "serious import injury," our sales have gone from 53 million pounds in 1979 to 32 million
pounds in 1982, a 40-percent decrease. Imported melamine rose from
13.6 million pounds in 1980 to 21.6 million pounds by the end of 1982a 63-percent increase. Because of this disparity, lust in disparity of
duties-and there are some other problems also-the foreign competition has about a 2 cent per pound edge over us.
We have had to shut down our plant in Donaldsonville twice for 6
months at a time, and we are probably going to have to do it for another 6 months next year unless something changes. And that probably
means in a couple of years, if things don't change, if the courts continue to allow the Netherlands, Brazil and some other countries to
dump this melamine in this country at less than what they are selling
it for in their own country-in the case of Brazil they are selling it for
$1.50 a pound, where it is about 45 to 50 cents a pound here, and they
won't let us import it into Brazil, although we would like to; but if
that doesn't happen pretty fairly soon-you are not going to have any
domestic melamine suppliers, you are only going to have foreign. And
we have seen what happens when we are totally dependent on foreign
suppliers.
Mow, the domestic buyers of foreign melamine oppose this tariff
increase on the raw material, because it will increase their costs. But
at the same time, they enjoy substantial protective tariffs on the finished goods that contain melamine.
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For example, the U.S. tariff duties on plates and dishes made from
melamine are 4 cents per pound, plus 8 percent ad valorem. That
equals 8 cents per pound and 16 percent on the actual melamine content-far more than the 4.8 percent that this legislation calls for.
It seems to me they want their cake and eat it, too.
So, Mr. Chairman, we come to this committee asking for relief
from this situation. This relief will rectify what we think is a mistake made by our negotiators back in the Kennedy round, who I'm
certain had no intention of wiping out a domestic industry when
they agreed to the rate schedule. But times and conditions have
changed, and you have an opportunity to right the wrong that has
been done.
I hope that you will see our side and help us stay in business and
help our employees to keep their jobs, and restore some fair play to
melamine trade.
[The prepared statement of Jay Stone follows :]
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Mr. Chairman, my name is Jay Stone, President of Jay Stone
and Associates, Inc. of McLean, Virginia.

I am here today on

behalf of Melsmine Chemicals, Inc. to testify in favor of S. 1542
as introduced by Senator J. Bennett Johnston.

Melanine

Chemicals, Inc. is a joint venture of Ashland Oil, Inc. and First
Mississippi Corporation and is located in Donaldsonville,
Louisiana.

The plant there manufactures melanine, a vhite

crystalline substance which is made from ureas, vhich is made from
natural gas.

It has a variety of uses including coatings for

appliances, automobiles, building materials, and molded
dinnerware.

Only one other plant in the United States produces

melanine and it is also located in Louisiana and is owned by
American Cyanimid, vhich provides. largely for its own use.

Domestic melamine is identical to imported melamine, being
manufactured by a plant a process purchased from the major European producer, Dutch State Mines, a government ov.ed company.
Access to raw materials is virtually the same and the costs of
production, as beet we can determine are about the same.

This

being the case, there appears to be no reason why the EEC duty
rate is 9.2 percent ad valorem and the U. S. duty rate is less
than half that, 4.4 percent ad valorem.

Even excluding other

factors vhich worsen the case, this gives the importers about a 2
cent per pound competitive edge.

As a result, despite the fact

that the cost of production in the UOited States

Is'at least as
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percent ad valorem and does not address the other issues.

A

hearing was held in the House on May 3, 1983, but no further
action has been taken.

Mr. Chairman, as a general rule, we do not believe that
American industry should bide behind a protective vall of
restrictions, quotas and high tariffs.

But ye also believe that

there are exceptions to every rule where common sense and fair
play must prevail.

We do not take this step lightly.

We are

here only as a last resort after spending countless thousands of
dollars and hours trying to use the system created by Congress to
seek a solution to this problem.

A brief history of the adminis-

trative and legal steps we have taken prior to this point is
contained in Appendix A of this testimony.

The Department of Commerce, in its report to the House last
year on B. R. 6360 opposed passage for two reasons.

First they

said they had no evidence of "serious import injury" to this
industry.

I suppose MCI will have to go broke and fire its 100

workers for them to see injury.

To give you an example of our

injury, our sales have gone from 53 million pounds in 1979 to 32
million pounds in 1982, a 40 percent decrease.

Imported melamine

rose from 13.6 million pounds in 1980 to 21.6 million pounds by
1982, a 63 percent increase.

We have the capacity to provide

about seventy million pounds per year.

We had to shut dovn our
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melamine.

For example, U. S. tariff duties on plates and dishes

made from melamine are 4 cents per pound plus 8 percent ad
valorem.

That equals 8 cents per pound and 16 percent on the

actual melamine content, far more than the 4.8 percent this
legislation calls for.

So, Mr. Chairman, we come to this Committee asking for
relief from this situation.

This relief will rectify a mistake

made by our own negotiators, who,

I am certain had no intention

of wiping out a domestic industry when they agreed to the rate
schedule.

But times and conditions have changed, and you have ait

opportunity to right the wrong that's been done.

I hope you will

see our side and help us stay in business, help our employees to
keep their Jobs, and restore some fair play to melamine trade.
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FACT SHEET
RE:

S. 1542 - a bill to establish a
9.2Z duty rate on imported melamine

WHAT IS MELAMINE?
Melamine is a white crystalline substance made from
urea which is used in the manufacturing process of various
plastics and laminates, including building materials
(formica), molded dinnerware (Melmac) and some automobile
parts. It is manufactured in the U. S. and other countries
by an identical process at virtually the same cost.
WHAT DOES THE BILL DO?
It increases the U. S. duty on imported melamine from
4.4Z to 9.2Z ad valorem, exactly the rate charged by the
European Economic Community, in other words, a reciprocal
tariff.
WHY DOES THIS NEED TO BE DONE?
Foreign companies, subsidized by their governments,
have invaded the U. S. market since the Kennedy Round of
trade negotiations lowered the U. S. duty to one half of the
European duty to an extent that the sole U. S. supplier of

melamine has cut its production in half and is about to fold
up completely. Even though it has been proved that the
foreign companies are "dumping" melamine in the U. S.; i.e.,

selling at less than fair market value, no relief has been
given by the Administrative machinery and the U. S. Trade
Representative does not have the authority to negotiate a
change. This duty increase would simply restore parity to
tariff rates to correct the imbalance brought on by the
earlier negotiations.
WILL THIS COST ANYTHING?
It will not cost the Treasury of the United States one

penny. If the duty is raised, a compensation must be made
on some other product.
Estimates are that this will be in
the amount of less than $500,000 per year, a miniscule

amount that can easily be absorbed without harming U. S.
interests.

248

ftlaiine Chemicals, Inc. S15 PENDIX A
The story of how actions by the U.S. and foreign governments have caused MCI to be beseiged in its own market is set
out below.
1. The Kennedy.Round (1968)
Prior to 1968 .there was little trade in melamine.
MCI was prevented by foreign government restrictions from
exporting to any but a few Latin American countries, and the
U.S. duty (10.5%) was high enough to prevent massive imports
on a regular basis., As a result of the Kennedy Round, however, the rate was decreased in stages to 5% in 1972.

The

EEC duty, on the other hand, was reduced to only 9.8%.
At about this same time a number of new plants (or expansions of existing plants) were built in Japan, Europe and
South America.

This expansion of capacity created a serious

oversupply and, as a result, foreign melamine began to flow
into the U.S. at extremely low prices.

Accordingly, MCI took

a number of actions to defend itself as described below.
2. Attempts to Export
First, MCI looked into the possibility of exporting
to other markets, including the EEC, Brazil and Japan, but
foreign government restrictions made this impossible (a description of the barriers MCI encountered in Europe is described in Attachments 1 and 2).
3. The Trade Act of 1974 and GSP
Although nothing was done to provide access to
foreign markets for U.S. exports of melamine, the U.S., in
the Trade Act of 1974, provided for a Generalized System of
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-2Preferences for less developed countries.

Melamine was named

as an eligible commodity under this program and, thus, imports
of melamine from certain countries including Brazil, became
eligible to enter the U.S. duty free.

Imports from these

countries did not begin for several years, however.
4. Dumping by Jaoan (1975) - The System Works
On November 14, 1975 MCI initiated an. antidumping
proceeding against'imports from Japan which were being sold
in the U.S. at prices which were 60% below the comparable
price in Japan.

The ITC decided in a 3 to 3 vote that the

U.S. industry was being injured by reason of such less than
fair value (LTFV) sales.

Accordingly, a tie vote being an

affirmative result in dumping. cases, an antidumping order was
issued, and the Japanese producer ceased selling in the U.S.
market.
5. The Austria, Italy and Netherlands Dumpin

Cases

-(19379-)
- A Misinterpretation o the

Law and a Three Year Delay

As soon as the Japanese producer left the U.S.
market, low priced imports began to come in from the Netherlands and, to a lesser extent, from Austria and Italy.

Ac-

cordingly, on March 23, 1979 MCI initiated an antidumping
proceeding against imports from these three countries.

The

Commerce Department found that imports from all three countries were being sold at LTFV, but on May 5, 1980 (because
of a mistaken interpretation of the law) Commerce withdrew
the LTFV determination against the Netherlands.

The ITC then
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-3found that the injury done to MCI by imports from Austria and
Italy alone was not sufficient to trigger the antidumping law.
Accordingly, all three cases were dismissed at the administrative level, and the foreign producers involved were permitted
to continue their LTFV sales.
MCI appealed the findings in all three cases to the Court
of International Trade (CIT).

On March 25, 1983 the CIT,

after nearly three years of litigation) reversed the Commerce
Department's determination in the Netherlands case, and remanded it to Commerce for further proceedings.

The appeals

in the Austrian and Italian cases are still pending.
6.

The Federal Maritime Commission Proceeding
(1981) - Relief from Inbound Outbound Freicht
Rate Disparites,

Information brought to light during the antidumping
proceedings against the Netherlands, Austria and Italy indicated that one reason European producers were able to sell
in the U.S. market at low prices was because the freight rates
for transporting melamine from Europe to the United States
was slightly over 20 per lb. while the freight rate for transporting U.S. melmine to Europe over the identical route was
over 60 per lb.

Accordingly, on June 11, 1981 MCI brought

an action in the Federal Maritime Commission to correct this
inbound-outbound freight rate disparity.

Thereafter, favor-

able settlements were reached with the various carriers, and
on February 3, 1982 MCI withdrew the complaint.

BEST AVAILABLE COPY
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7. Request for Legislation (1982)
In May 1981 MCI,

realizing that administrative

remedies had been either too slow or too fragmented, asked
that legislation be introduced to raise the U.S. duty up to
the level of the EEC duty so that in future trade negotiations
they could be reduced at the same rate.

Congressman Henson

Moore introduced the legislation in the House where it was
referred to the Ways and Means Committee.

However, both the

Commerce Department and the USTR opposed enactment of the
legislation on the ground that, if the duty were raised, the
U.S. would have to give the EEC compensation on some other
product.

The bill will come up for hearing before the Trade

Subcommittee on May 5, 1983.
8. The Brazil Dumpinq Case (1981) - One Way Trade
At Greatly Reduced Prices
In 1981 the Brazilian producer, who is protected
from competition in the Brazilian market by a prohibition on
imports, developed a large inventory of melamine because of
a decrease in the demand for melamine in Brazil.

Accordingly,

in 1981-82 large quantities of Brazilian melamine was shipped
to the U.S. free of duty under the GSP program.
13,

On September

1982 MCI filed a dumping petition pointing out that the

Brazilian melamine was being sold in the U.S. at a little over
400 per lb., while the identical product was being sold in
Brazil by the same producer for $1.50 per lb.
was a dumping margin in excess of 300%.

28-805 0 - 84 -
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Thus, there
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On October 28, 1982 the ITC, after a preliminary inquiry,
found that there was "no reasonable indication" that the "U.S.
industry" was being materially injured by the LTFV sales from
3razil.

The ITC found that the "U.S. industry" is made up

of the melamine producing facilities of both MCI and American
Cyanamid.

American Cyanamid produces for its own use, and

thus does not compete with imports for the business of its
major customer.

Accordingly, its plant is fully occupied.

MCI, on the other hand, must sell in the merchant market in
competition with imports, and its plant was closed for six
months in 1981-82 for lack of orders.

When the captive

American Cyanamid plant is lumped together with the Independent MCI plant, however, there is " no reasonable indication"
of material injury to the "industry."

Accordingly, this pro-

ceeding was terminated.
On December 8, 1982 MCI appealed to the CIT from this
ITC determination.
Conclusion
U.S. foreign trade laws are designed to insure that the
most efficient producer will win in commercial competition.
In general, this result appears to be achieved, but the series
of events which have occurred in the case of melamine illustrate that in a few cases the opposite result is achieved.
Probably this cannot be prevented.

The problems are too

complex, and the authority to deal with them is necessarily
too dispersed among disparate government agencies to permit
a coordinated approach in every case.

Accordingly, Congress
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-6 will probably have to continue to be satisfied if the
administrative machinery which it has set up to handle foreign
trade problems works reasonably well in the vast majority of
cases.
Where, as in the case of melamine, the administrative
system fails to achieve its purpose, however, it is necessary
for Congress to act to correct the mistakes.
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Senator DANFOYRH. Thank you, sir.
Senator Matsunaga.
Senator MATSUNAOGA. No questions.

Senator DANFORTH. Senator Chafee.
Senator CHAFFm. No questions but it certainly is nice to see our
former colleague Senator Scott here.
Senator Scorr, Thank you. That is highly appreciated.
Senator MAWUNAGA. Mr. Chairman, I too wish to welcome our

former colleague. It's nice to see you.
Are you still dealing in art?
Senator Scorr. I do some dealing in the art field.
Senator MATSUNAGA. I had the opportunity to travel with the Senator to the Far East, and it was quite an enlightening experience.
I learned more about art on that short trip than I did in the remainder
of my life.
Senator ScoTT. Well, one of my colleagues used to say when I was
in the Orient, "It was a Jade-Scott trip."
[Laughter.]
Senator MATSUMAGA. Thank you, Mr. Chairman.

Senator DANF0RTH. Thank you.
Next, S. 1524: Mr. Steger, and Mr. Abbott.
Senator CHAFm. All right.
Mr. Steger.

STATEMENT OF RONALD STEGER, PRODUCTION MANAGER,
PAPST MEOHATRONIC CORP., NEWPORT, R.I.
Mr. STEGER. Mr. Chairman, my name is Ron Steger, and I am the
production manager for Papst Mechatronic Corp. of Newport, R.I.
I would like to thank the committee for extending me the opportunity to appear here today, along with our trade attorney Mr. Brian
Burke, to express Papst's strong support for Senate bill 1524, a bill
which will suspend the customs duty for 2 years on certain parts of
computer memory disk drive spindle motors.
Just to let you know what this particular product is, I have brought
along a sample motor that we manufacture in our plant in Rhode
Island. This particular motor is used in a Winchester disk drive
memory, which is commonly used in personal computers. The spindle
motor is the main drive component which rotates the memory disk.
Papst Mechatronic Corp. is a small but growing American high
technology company which manufactures these precision electronic
motors and also cooling devices at our plant in Newport, R.I. We
have invested well over $5 million in our facility in Rhode Island
and plan to employ over 150 people with a projected payroll in excess
of $150,000 per month.
Four years ago our company's parent corporation in West Germany pioneered the development of this computer memory disk drive
spindle motor.
The market for this particular type of high technology motor is
expanding, and it is highly price competitive. Today that market is
dominated by certain Japanese companies and Papst.
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Papst is currently forced to import certain parts for these motors
from its present company. Given the inverted structure of the present
motor parts tariff, importing only these specially designed parts puts
Papst at a significant disadvantage vis-a-vis the Japanese, who import
fully manufactured motors. The duty rate for a fully manufactured
motor is only one-half of the duty rate for parts of the motor. This inverted rate has the effect of penalizing Papst for its decision to manufacture these motors in the United States with American labor and
American parts. S. 1524 will correct this anomaly.
We are asking for a 2-year duty suspension period during which
we can develop domestic sources of supply for these parts, and become
a completely independent operation in Rhode Island.
This bill will not adversely affect any other American motor manufacturers who seek to enter this market, because it will only place competing American manufacturers on an equal footing, while in some
situations it may actually help other American companies.
S. 1524 will not adversely affect American parts manufacturers because it gives Papst the ability to immediately source certain parts for
its motors domestically while allowing it an opportunity to secure reliable domestic parts sources for the specially designed components.
This bill will not benefit the Japanese but, rather, will allow an
American manufacturer to compete against them effectively. To take
advantage of this bill, the Japanese will have to make similar investments in the United States and therefore actually increase U.S. jobs.
In summary, Papst is the predominate American manufacturer of
this motor, and its main competition is from the Japanese. The bill
puts Papst on an equal footing with the Japanese and will not harm
domestic manufacturers. The failure to pass this bill will only benefit
the Japanese and risk the loss of American jobs.
Thank you very much.
Senator CHAFiE. Thank you, sir.
[Mr. Ronald Steger's prepared statement follows :J
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STATEMENT OF RONALD B. STEGBR
ON BEHALF OF PAST MECHATRONIC CORPORATION
1N SUPPORT OF 8. 1524

Mr. Chairman, my name is Ronald Steger and I am the Production Manager
for Papst Mechatronic Corporation of Newport, Rhode Island. I would like to thank
the Committee for extending me an opportunity to appear today along with our
Trade attorney, Mr. Brian Burke, to express Papst's support for 8. 1524, a bill to
suspend the Customs duty for two years on certain parts of computer memory disk
drive spindle motors,
Papst Mechatronic Corporation is a small but growing American hightechnology company which manufactures precision electronic motors and cooling
devices at our plant in Newport.

These devices are designed for use in computer

equipment. By the end of this year Papet Mechatronic will be employing over 150
persons with a projected payroll in excess of $150,000 per month.
Four years ago our company's parent corporation in West Germany
pioneered the development of a permanent magnet, brushless, electronically commutated, direct current, fractional horsepower motor which turns the memory disk of
a Winchester type computer memory.

The motor eliminates the need for external

drives by incorporating the spindle by which the memory disk is driven into the
motor itself. This particular type of motor Is now widely used In the 51" disk drives
commonly found in personal computers. The market for this particular type of hightechnology motor is expanding and is highly price competitive. Today that market
is dominated by Papst and certain Japanese companies.
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In 1982, a decision was made to create Papst Mechatronic and begin
manufacturing this spindle motor in Rhode Island. While it is our intention for Papst
Mechatronic to be completely autonomous and purchase all of its materials in the
United States, we have not yet been able to develop reliable American sources of
supply for certain specially designed components for these spindle motors. Therefore,
during this manufacturing start-up period, Papst Mechatronie has foind it necessary
to continue to import these parts from its parent company. This need, unfortunately,
has created a very serious problem for Papst Mechatronie under the present United
States tariff laws.

The problem, which S. 1524 would solve, is that for many of

the small electric motors which Papst manufactures, the duty rate on imported parts
is not only high, but much higher than the duty rate on the same motors if they
are imported after already having been fully manufactured. Since the Japanese do
not manufacture in the United States, but only import finished motors, the present
tariff structure gives the Japanese a competitive advantage in this highly pricesensitive market, while, at the same time, penalizing Papst for its decision to invest
in the United States and to employ American labor. By providing a temporary duty
suspension only on these specially designed parts for this particular motor, S. 1524
affords Papst the opportunity to secure domestic sources of supply for all its motor
components while competing on an equal basis with the Japanese during this critical
start-up period.

Without this measure, Papst's efforts to create a stable, reliable

American source of supply will be thwarted.
In terms of the cost of S.'1524 to the U. S. Treasury, it should be noted
that during 1982 Papst paid approximately $55,000 In duties on parts for these
motors, while in 1983 It is anticipated that the total duty bill will be approximately

-2-
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$134,000.

However, the contribution Papet is making to the American economy in

terms of its $5 million investment in plant and equipment, its payroll, and its increased
purchases from American electric motor parts manufacturers as Papat begins the
domestic sourcing of all its supplies, will far outweigh any potential loss of Customs
revenues over the next two years.
We would like to emphasize that the only parties who will benefit from
S. 1524 are those who manufacture this particular type of spindle motor in the
United States.
legislation.

The duty on motors manufactured overseas is unaffected by the

Therefore, any argument that the Japanese will benefit from S. 1524

is completely spurious, since the Japanese can only benefit from this bill if during
the next two years they decide, as Papst has done, to manufacture these motors in
America.
Finally, S. 1524 willnaL-adversely affect other American electric motor
manufacturers. The bill only concerns certain parts of a particular type of electronic
spindle motor developed by Papat. Papat is currently the only American manufacturer
which is a significant factor in the market for this motor, the other significant
producers all being Japanese.

Any other American electric motor manufacturers

who seek to enter the market for this type of motor over the next two years wiUl
also have to compete against Japanese-made motors and, to the extent any of those
American producers are forced to import the same type of parts that Papet must
now import, S. 1524 will benefit them as well.

If, unlike Papst, other American

manufacturers are not forced to import any parts, then S. 1524 would simply place
competing American producers on an equal footing.

-3-

259
Moreover, we do not know of any other American motor manufacturer
which has made a capital investment and has the capacity to manufacture this
particular type of motor on a scale that even approaches Papst's Newport facilities.
We believe no other American company is in a position to meet the current demand
of American disk drive manufacturers for this type of motor. If Papst Is not able
to compete effectively in this market, that demand wlU not be met by another
American company; it will be met by increased imports and sales of Japanese motors.
In summary, S. 1524 rectifies an anomaly in the current tariff structure
which penalizes an American company for manufacturing motors in the United States,
and by rectifying this anomaly 8. 1524 allows American producers to meet foreign
competition in an expanding, price-sensitive market. On behalf of Papst Miechatronic
I wish to express our complete support for the proposed legislation and to thank
this Committee for its attention.
Respectfully submitted,

Papst Mechatronic Corporation

BY:J
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STATEMENT OP 1OHN ABBOTT, PRODUCT MANAGER,
AIRPAX CORP., CHESHIRE, CONN.
Senator DANFORTH. Mr. Abbott.
Mr. Amw . Mr. Chairman, my name is John Abbott. I am the
product manager for brushless d.c. motors, AIRPAX Corp.
I want to make three major points in expressing our opposition to
the passage of S. 1524.
First of all, I have brought along some product literature which
indicates that AIRPAX is a major domestic competitor in this market.
We have been involved in the market for over 4 years. We have invested over $3 million in our tooling and developing of this product,
and we are-also at the point where we are about to undertake volume
production and achieve our payback on this product.
There are also other domestic producers, one of which is present in
this hearing room, Clifton Precision Industries, which I believe has
invested over $1 million in the same product area.
At this time we are 100-percent domestically sourced in Connecticut
and within the United States. In fact, we have even exported the same
type of motor to foreign countries, thereby contributing, we feel, substantially to the U.S. economy.
Finally, I would like to bring to your attention a particular aspect
of the market for this type of motor, which has also been mentioned by
our competitors, the fact that it takes from 2 to 4 years, typically, for
a project to go from the development stages through tooling and then
to eventual production. At this point, to change the trade policy under
which the initial investment decisions that caused an entry to this
marketplace were made would be to change the rules of the ball game
after the seventh inning. We feel that this would be unfair, and that
is our principal opposition to the S. 1524.
Thank you, sir.
Senator DANFORTH. Thank you, sir.
[The prepared statement of John Abbott follows:]
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AIRPAX
CHESHIRE DIVISION

Cheshire Ind. Park, Cheshire. CT USA 06410.203 272.0301

TESTIMONY PRESENTED TO THE SUB-COMMITTEE ON
INTERNATIONAL TRADE, SENATE COMMITTEE ON
FINANCE CONCERNING S1524, A BILL TO SUSPEND
FOR TWO YEARS THE DUTY ON PARTS OF SPINDLE
MOTORS SUITABLE FOR COMPUTER. MEMORY DISK
DRIVES.
WASHINGTON, D.C. - OCTOBER 21, 1983

Mr. Chairman, Honorable Members:
My name is John Abbott. I am the Brushless DC Product Manager
for AIRPAX Corporation, the Cheshire Division, A North American
Philips company.
I'm here to present testimony in opposition to S 1524.
A1PAX Corporation is a major U.S. manufacturer of electric
motors for the computer peripheral marketplace. The permanent
magnet brushless DC spindle motor is a major and rapidly growing portion of our motor business. I have attached our product
brochure which shows the breadth of our product offering in this
area. The potential market for thiq type of motor is,we believe,
well in excess of one million motors per year. We offer the
brushless DC motor complete with spindle, and also as a parts
kit consisting of a rotor and stator which can be combined with
the customer's spindle. The product literature indicates
AIRPAX total commitment to this product area.
AIRPAX-Cheshire has approximately 800 employees, with many of
them employed in production of the brushless DC motor. AIRPAX
has invested in excess of three million dollars in the developmant and tooling for this motor. All of this money has been
expended in the domestic economy, providing employment among our
vendor base as well as within AIRPAX. We peel that this method
of obtaining material is more beneficial to the U.S. economy
than the method by which our competitors could operate if S 1524
was approved.
The Brushless DC motor is a significant development in motor
technology. Recent articles in the Wall Street Journal and
other publications have highlighted its increased energy
efficiency and other desirable performance characteristics.

Ana~s
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AIRPAX
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We feel that the development and sustainance of a healthy U.S.
industry will bring long-run benefits to the U.S. consumer and
U.S. industry. In fact, the availability of a U.S. design
capability for motors is essential to the maintenance of U.S.
leadership in the peripheral area.
We feel that U.S. trade policy with respect to motors is a
complex subject area, and that the present legislation, while
intended to benefit a particular company, might have the unintended effect of opening U.S. markets to other manufacturers
whose products would have even less domestic content than those
encompassed by the manufacturer in whose behalf the bill is
being offerred.
Hr. Chairman, this is the conclusion of my prepared testimony.
I thank you for the opportunity to present AIRPAX views on
this legislation.
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Sedes K85901 Brushless DC Motors/with spindle
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Series 1.85101, K85401 and K85601 Brushless DC Motors/Kits
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Senator DANFORTI. Senator Matsunaga.
Senator MATSVNAGA. How many employees do you haveI
Mr. ABBoTr. Sir, we have 800 employees in Cheshire, Conn. About
a tenth of those are involved in the brushless d.c. motors. We also have
plants in Maryland and Florida.
Senator MATSUNAOGA. Mr. Steger, how many employees are involved

in your company I
Mr. STFaFm. We project to have around 150 by the end of the year,
We are currently at 100.
Senator MATSUNAGA. No further questions.

Senator

DANFORTIH.

Senator Chatee.

Senator CHAFEE. Thank you, Mr. Chairman.

Mr. Steger, what do you say to what Mr. Abbott has to say?
STEGER. Well, first of all, this bill does not alter the competitive structure of the industry, because the Japanese, who are importing finished motors at a much lower rate than
Senator CHAFEE. Hang on a minute. See if I understand. Under the
present tariff laws you can import the entire motor for less than you
can import-there is less duty on that than there is on the individual
pieces of that motor that you bring in?
Mr. STEGER. That is correct, about half.
Senator CHAFEE. And what you are saying is that you make parts
of it here and you import the other parts, and thus the total motor
you make is a higher cost than anparts?
imported motor because of the high
tariffs that are on the individual
Mr.

Mr. STEER. Yes.
Senator CHAFEE. Now, do I understand that Mr. Abbott is saying

that he can supply. you with those parts that you import? Is that
right?
Mr. STEGER. Yes and no.
Mr. ABBOTT. Not directly for his motors, Senator, but the motor

that we produce here is 100-percent domestically sourced.
Senator CHAFEE. All right. Go ahead.

It is our intent to source our parts domestically, as well.
The problem is, right now the tariff structure is such it doesn't allow
us to do that on an economic basis. We are forced to import parts kits
right now which don't allow any flexibility at all in sourcing any of
the parts domestically. We either have to import a parts kit or a finished
motor; for example, we can't source this part of the motor which we
would like to source domestically perhaps without adversely affecting
the overall structure of the tariff. And therefore, this bill will give us
the time needed to develop suitable domestic sources of supply for all
our components and therefore be 100-percent American made.
Senator CHAFrE. Now, what do you say to that, Mr. Abbott?
Mr. AianBor. Sir, at the present time we can provide a U.S. customer
with a motor that is 100-percent American made. And we also feel
that sourcing of the individual components-there is the capability
with the technology present within our vendor base, which is available, basically, locally in New England, to provide these kinds of
components.
Mr. STEGER.

Senator CHAFmE. Yes. You are not very far apart geographically.

Have you met?
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Mr.
STiou. Not recently.
[. ughter.]
Well, please do.
Senator CAir
Mr. Srzou. OK.
[Laughter.J
Senator Cum. Well, all right.
Mr. Sizomu. I would reply just to the statement that Mr. Abbott
just made, in terms of locating sources of supply: We feel certain we
will be able to locate sources of supply; the problem is, it takes time
to develop these particular sources that will meet the specific needs
of our particular designed motor. We were the pioneers in the field,
and we have certain specific design characteristics which make our
motor one of the dominant motors in the industry today.
Senator CHAm. Well, we hope you enjoy thriving success.
Mr. STo(n We hope so, also, Senator.
Senator DANFoRrH. Thank you very much.
Senator CHAm. Thank you.
Thanks, Mr. Steger and Mr. Abbott.
suFOm'..
Now we go to S. 702: Mr. Goldberg and Mr.
Senator Dx
Chambers.
STATEMENT OF EDWARD GOLDBERG, ELE PRODUCTS, INC., MEL.
VILLE, N.Y., ACCOMPlNIED BY MORRIS 1. AMITAY, WASHING-

TON, D.C.

Senator DANFORMT. Mr. Goldberg.
Mr. GoLDEmJa. Mr. Chairman, Senators, my name is Edward Goldberg, director of marketing and sales of Elbe Products. I am accompanied by our Washington counsel, Morris J. Amitay, and we appreciate the opportunity to appear before the subcommittee today.
We would like to make your subcommittee aware of our strongest
opposition to Senate bill 702. Elbe Products is a U.S. corporation located in New York with
warehouse and office facilities both in New York and in St. Louis.
Elbe Products and its associate companies are suppliers of imitation
leather and employ approximately 700 people in the United States.
We import products that are comprised of layers of plastics and
textiles backing and are closely made to resemble leather in appearance and feel.
Elbe Products has recently been involved in a costly and lengthy
court case regarding the proper classification of these products. This
case was favorably decided for us by the Court of Customs and Patent
Appeals. The court found products in imitation of leather to be properly classified in schedule 7 of the Tariff Schedules. We believe that
this section of Senate bill 702 had been drafted specifically to reverse
the Elbe decision and did not receive appropriate consideration by
the House Ways and Means Committee.
It should be noted that in the Elbe case the merchandise consisted
of imitation leather, and that's what Elbe is interested in. The imitation leather is sold to domestic manufacturers of footwear handbags,
and luggage, a group of industries that employ domestically approxi-
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mately 150,000 people for domestic manufacturing. Reclassifications
through legislation would result in a duty increase on this type of
merchandise. This would create increased costs for these domestic industries and ultimately for American consumers when the increased
raw materials costs are passed along.
I refer to a comment made by B. H. Bridgewater, the president of the
Brown Group of St. Louis, Mo., this past week before the Los Angeles
Committee of Security Analysts, where he stated that the Brown Shoe
Co., in order to remain competitive in their domestic manufacturing,
is going to increase their purchasing of foreign materials.
Thus, a duty increase affecting this merchandise is not appropriate
at a time when public policy dictates continuing to fight to control
inflation and stimulate domestic manufacturing recovery.
Further, this is not the time to place an additional burden on the
U.S. footwear industry. With the passing of the American sellingprice basis of appraisal the footwear industry is particularly vulnerable today. As we heard from an earlier witness, imports of footwear
have risen dramatically, causing domestic manufacturers to file section
301 complaints with the U.S. Trade Representative.
It is also important to note that a section of 702 seeks to eliminate
tariff provisions that were specifically created in the Tariff Schedules
Technical Amendments Act of 1965. The tariff provisions created
through the act in 1935 intended to have imitation leather products
such as those that we import classified under section 7 and not schedule
3 of the Tariff Schedules. This bill would revoke the legislation to a
minor or noncontroversial tariff bill, even though opposition was expressed by a number of members of the House Ways and Means Committee such as Congressman Frenzel.
Also, the proponents of this change probably do not realize that more
American jobs would be lost by their legislation than if the present
classification remained. More U.S. workers depend on the importation
of this material for their livelihood than would be helped by raising
its cost, making their products less competitive, thereby causing the
loss of even more jobs.
It is not uncommon, as you all know, to revoke prior legislation
when the circumstances change or where Congress realizes that the
earlier legislation had been in error. Here, however, we believe that the
competing interests are the same as originally. This legislation will
injure domestic footwear, handbag, and luggage manufacturers who
utilize this raw material but was very little benefit to anyone other than
the imitation leather manufacturers.
The industries likely to be hurt by this legislation are the very
industries which benefitted when the Tariff Schedules technical
amendments were first passed. Not only are the competing interests the
same but the viability of these domestic operations is even more questionable today than in 1965, and there are more compelling reasons
for protecting the shoe and the luggage and leather goods industries
today than previously.
Additionally, Congress should realize that the legislation proposed
here is much broader than is required in this situation. The Elbe case
which started this legislation is limited to classification of imitation
leather-type products. Elbe is a retrial of this issue after the Customs
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Service limited the appellate court's decision in U.S. v. Caadim
VYiyl. The import of these cases taken together, which rely heavily
on legislative history set out in the Tariff Schedules Technical Amendments Act, is that the plastic-coated textiles which are in imitation of
leather are classifiable under schedule 7 of the Tariff Schedules.
Basically what we are saying, Senators and Mr. Chairman, is that
this bill is much too broad for what it's trying to do, and that it totally
works against what we think is the intent of the original legislation
and the intent of the courts.
Thank you.

Senator DANFORTH. Thank you, sir.

[Mr. Edward Goldberg's prepared statement follows :]
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Mr.

Chairman:
My name is Edward Goldberg, Director of Marketing and Sales of Elbe Products,. Inc.

I am accompanied by our Washington counsel, Morris J. Amitay. and we appreciate the
opportunity to appear before this Subcommittee today.
We would like to make your Subcommittee aware of our strongest opposition to
Section 1.11
of H.R. 3398 (S. 702).
Elbe Products is a Unieud States corporation located at 30 Hub Drive, Melville,
Nuw York, 11746, with warhousu facilities and offices both in New York and in
St. Louis.

Elbu I'roducts und its associated companies are suppliers of imitation

ivither and employ approxiucely 700 people in the United States who are involved
with the importation and distribution of this merchandise.

Their imported products

.ru cumprised uf layurs of Ilasicand textile backing and closely resemble leather
in appearance and feel.
Elbe Products had recently been involved in a costly and lengthy court case
regarding the proper classification of these products.

This case was favorably

decided for Elbe by the Court of Customs and'Patent Appeals (The United States vs.
Llbe Products, _

CCPA

___,

C.A.D.

1267 (1981)).

The Court found products

in imitation of leather to be properly classified in Schedule 7 of the Tariff
Schedules.

We believe that Sec.

Ill had been drafted specifically to reverse the

Elba decision and did not receive appropriate consideration by the House Ways and
means Committee.

We believe that this provision should not be included in any

Senate bill for a number of valid and compelling reasons.
It should be noted that in the

lbe case the merchandise consisted of imitation

leather. This imitation leather ts sold to domestic manufacturers of footwear,
handbags, and luggage and is used as a raw material in those domestic manufacturing
operations.

Reclassifications through legislation would result in a duty increase on

this type of merchandise.

This would create increased costs for these domestic

industries and ultimately for American consumers when the increased raw materials
costs are passed along.

Thus, a duty increase affecting this merchandise is clearly
1)
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not appropriate at a time when public policy dictates continuing the fight to control
inflation and stimulating domestic manufacturing recovery.
Further, this is not the time to place an additional burden on the United States
footwear industry. With the passing of the American Selling Price bass of appraisal,
and Orderly Marketing Agreements which have expired, the footwear industry is particulrly vulnerable today.

Imports of footwear have risen dramatically, causing

domestic manufacturers to file a Section 301 complaint with the U.S. Trade Representative.

Additionally, we believe that certain domestic footwear manufacturers have

requested trade assistance so that they may remain viable.
It is also important to note that Sec. 111 seeks to eliminate tariff provisions
that were specifically created in the Tariff Schedules Technical Amendments Act of
1965.

The tariff provisions created through the Act in 1965 intended to have

imitation leather products, such as those imported by Elbe, classified under Schedule
7 of the Tariff Schedules and not Schedule 3 of the Tariff Schedules.

Sec. III would

revoke that legislation through a "minor" or "non-controvrsial" tariff bill, even
though opposition was expressed by a number of members of the House Ways and Heans
Committee.
Also, the proponents of this change probably do not realize that more American
jobs would be lost by their legislation than if the present classification remained.
More U.S. workers depend on the importation of this material for their livelihoods
than would be helped by raising its costs and making their products less competitive -thereby causing the loss of jobs., This fact will undoubtedly be made public by the
labor unions affected when the unintended ramifications of this measure are appraised.
It is not uncomnon to revoke prior legislation where circumstances change or
where Congress realizes that the earlier legislation has been an error.
we believe that the competing interests are the same as originally.

Here, however,

This legislation

will injure domestic footwear, handbag, and luggage manufacturers, who utilize this
raw material while it is'of very little benefit to anyone other than the imitation

2)
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The industries likely to be hurt by this legislation are

leather manufacturers.

the very industries which benefitted when the Tariff Schedules Technical Amendments
Act specifically directed Customs to classify imitation leather under Schedule 7
of the Tariff Schedules.
viability of these domestic

Not only are the competing interests the same, but the
operations is more questionable today than in 1965

and there are more compelling reasons for protecting the interests of all of these
domestic industries than only thie of the manufacturers of imitation leather.
Additionally, Congress should realize that the legislation proposed here is
much broader than is required in this situation.

The £lbe case, which stimulated

this legislation is limited to the classification of imitation leather type products.
Elbe is a retrial of this issue after the Customs Service limited the appellate
court's decision in the United States vs. Canadian Vinyl Industries, 64 CCPA 97,
C.A.D. 1189 (1977).

The import of these cases taken together, which rely heavily

on the legislative history set. out in the Tariff Schedules Technical Amendments
Act, is that plastic-coated textiles which are in imitation of leather are classifiable under Schedule 7 of the Tariff Schedules.

Nothing has been ordered by the

Customs Court.

In fact, when an importer attempted to apply this history to an

imitation sued

leather situation, the importer was unsuccessful (See C. Itoh 6

Co, America, Inc.

C.IT.._, Slip op. 81-29 (decided April 7, 1981)).

Against this background, Sec. 111 is not only controversial, and harmful overall
to U.S. industry, but is much broader than is required to remedy the problem created
by the Elbe and Canadian Vinyl detisions and so limited that they should not be the
subject of legislation at all.

The impact on the domestic man-made fiber ur plastics

industry can only be slight, whereas the harm to the entire domestic footwear, handbag,
and luggage industries will be appreciably great if Sec. Ill is enacted.
Further, the desire of the proponents of this legislation to classify certain
vinyl and plastic products as textile articles simply because they include some

3)
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textile components would lead to a convoluted and strained interpretation of the
Tariff Schedules.

This kind of tariff classification practice which goes against

common understanding and clarity should be avoided in structuring Tariff Schedules.
Finally, Congress should consider the impact of Sec. 111 on our relationship
with our trading partners.

Unnecessary and blatant protectionist legislation

contained in Sec. I1l is contrary to the Administration's stated trade policy and
is contrary to the general trend of duty rate reductions pursuant to the latest
CATT rounds. Compensation, if given, could also adversely impact additional
domestic parties.
In conclusion, the Tariff Schedules as currently drafted provide for a sensible
classification scheme and one recently endorsed by the courts.

To legislate a

change such as that contained in Sec. 111, the Senate Finance Committee should be
presented with a better rationale than that of the specific interest involved here.

280
STA8TEENT OF GORDON 1. CHAMBERS, PRESIDENT, CHACO, INC.,
WHITE PLAINS, N.Y., ON BEHALF OF THE INDUSTRIAL FABRICS
ASSOCIATION INTERNATIONAL AND OTHERS
Senator DANFO TH. Mr. Chambers.

Mr. CnAm Fs. Good morning, Mr. Chairman and members of the
Senate subcommittee. My name is Gordon Chambers, and I am a member of the board of directors of the Industrial Fabrics Association
International and immediate past chairman of the association's coaters
and laminators division.
I am testifying today on behalf of a broad labor-industry coalition
which supports S. 702, already passed by the House of Representatives
as section 111 of H.R. 3398.
S. 702 is sponsored by Chairman Danforth and Senators Moynihan
and Mitchell This bill is essential to preserve an American industry
providing over $1.1 billion in product and employing 50,000 people.
I am pleased to note that the administration raised no objection to
the companion measure in testimony before the House Ways and
Means Subcommittee on Trade. If enacted into law S. 702 will restore
imported coated and laminated fabrics currently classified as "plastic
sheeting," to classifications "textiles" under schedule 3.
The fabrics with which we are concerned are wovep or nonwoven
textiles which have a rubber or plastic coating on one or both sides.
We are not here to ask the Congress or the executive branch to
change their classification of coated and laminated fabrics, for the
legislative history cited in our written testimony or statement makes
clear the fact that the Congress already considers these fabrics to be
"textiles," and the Treasury Department and Customs Service have
always followed this intent.
What has happened, however, is that the Court of Customs and
Patent Appeals has ruled that congssional and longstanding administrativepractices may no longer be followed. As a result, most imported coated or laminated fabrics must now be classified as "plastic
sheeting" under schedule 7, rather than "textiles" under schedule 8.
S. 702 clarifies the language of the tariff schedules to insure that
these fabrics are from now on classified, as Congress always has meant
.
them to be, as "textiles."
As a result of the court decision, the duty assessed upon many imported coated and laminated fabrics was slashed, and, indeed, the
availability of duty-free entry under the generalized system of preferences was dramatically increased. S. 702 would return these textile
fabrics to the tariff category the Congress intended.
To illustrate this point, we would note that importers such as our
frends here, Elbe Products, currently bring in coated fabrics from
Western Europe and directly compete with members of our industry.
Under the Elbe Products court case, they pay a duty of 5.1 percent.
When we port the same fabrics to compete in the European markets,
we are assessed a duty of 13.8 percent. AI2S. 702 seeks to do is to restore
parity in tariff treatment. U.S. manufacturers seek no special protection; we are prepared to compete both domestically and in foreign
markets. All we seek are fair rules and a level playing field.
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The scope of 702 is purposely narrow. The ITC has reviewed it to
insure that it affects only coated and laminated fabrics. PVC plastic
sheeting is entirely unaffected by the bill. It has no textile substraight;
it is entirely different in composition, and it is used in a very different
application. Moreover, the bill would have almost no effect upon the
volume of imported high plastic content fabrics used in manufacturing
automobile seatcovers, sport bags, tennis racquet covers, and other
items of that type. These fabrics still would be eligible for duty-free
entry under GSP, and applicable rates of duty would not be substantially affected.
The most important impact of S. 702 would be to restore reasonable
tariff treatment to the coated fabrics which are 30 percent or more, by
weight of fabric, knitted or woven from manmade fibers, as well as
light-weight cotton coated fabric or newer coated nonwoven fabrics.
These coated fabrics would be returned from schedule 7 to schedule 3.
If S. 702 is not enacted, we expect to see a substantial investment in
foreign production of fabrics to meet these descriptions, with a severe
impact on domestic coated and laminated fabrics.
Our fabrics are used in wallcoverings, upholstery, automotive, apparel, construction, luggage and footwear, and the marine and boating
industries.
I would note that we have been advised that the U.S. footwear industry does not oppose this legislation.
On behalf of those in this industry, I appreciate the time.
Senator DANFORTH. Thank you.
[Mr. Gordon J. Chambers' prepared statement follows :]

i
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TESTIMONY OF GORDON J. CHAMBERS
IN SUPPORT OF
S. 702

BEFORE THE

SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE
SENATE COMMITTEE ON FINANCE

ON BEHALF OF
Industrial Fabrics Association International

St. Paul, Minnesota

Amalgamated Clothing and Textile
Workers Union
New York, New York

INDA, Association of the
Non-Woven Fabrics Industry
New York, New York

American Textile Manufacturers
Institute
Washington, D.C.

Knitted Textile Association
New York, New York

B.F. Goodrich
Akron, Ohio

Man-Made Fiber Producers
Association
Washington, D.C.

Chemical Fabrics and Film
Association
Cleveland, Ohio

Northern Textile Association
Boston, Massachusetts

Compo Industries

Wallcovering Manufacturers
Association
Springfield, New Jersey

Lowell, Massachusetts
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SUMMARY OF PRINCIPAL POINTS
IN SUPPORT OF S.702

1. The legislative history of the 1963 Tariff Schedules and of
the Technical Amendments Act of 1965 clearly indicates that
textile fabrics coated or laminated on one or both sides with
rubber or plastic should be classified as textiles.

The

Treasury Department and Customs Service have always followed
this intent.
2. The U.S. Court of Customs and Patent Appeals twice ignored
this Congressional intent.

As a result, most imported coated

or laminated fabrics are now classified as plastic sheeting.
3. By clarifying TSUS headnote language, S.702 returns coated
and laminated fabrics to Schedule 3.
4. PVC vinyl sheeting is not affected by S.702.
5. Coated fabrics utilized to produce automobile seat covers,
sports bags and tennis racket covers are virtually unaffected
by S.702.
6. S.702 is supported by an industry which directly employs 50,000
persons and which produced fabrics valued at $1.1 billion in
1982.
7. The companion measure has already been passed by the House of
Representatives as Section 111 of H.R. 3398.
8. The Administration reviewed S.702 and testified in the House
that it has no objection to the bill.

28-805 0 - 84 - 19
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Good morning Mr. Chairman and members of the Subcommittee.
My name is Gordon Chambers.

I am a member of the Board of

Directors of the Industrial Fabrics Association International
and the immediate past chairman of that association's Coaters
and Laminators Division.

I appreciate the opportunity to be

here today to testify in support of S. 702, already passed by
the House of Representatives as Section 111 of H.R. 3398.
S. 702 is sponsored by Chairman Danforth and Senators Moynihan
and Mitchell.

I am pleased to note that the Administration

raised no ,objection to the companion measure in testimony
before the House Ways and Means Subcommittee on Trade.

If enacted into law, S. 702 will reclassify imported
coated and laminated fabrics, currently classified as
plastic sheeting, as textiles under Schedule 3. I will
attempt to sunmarize briefly the contents of the written

statement filed with the Subcommittee on September 9th, and
request that the statement be included in the record of
these proceedings.

I am testifying today not just on behalf of the Industrial
Fabrics Association International.

Rather, I am here today

representing a broad labor-industry coalition which also includes the Amalgamated Clothing and Textile Workers Union, the
American Textile Manufacturers Institute, the Man-Made Fiber
Producers Association, the Chemical Fabrics and Film Associationj the Wallcovering Manufacturers Association,.the Knitted
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Textile Association, the Association of the Non-Woven
Fabrics Industry, the Northern Textile Association, Compo
Industries and B. F. Goodrich.

The U.S. coated and laminated fabrics industry directly
employs approximately 50,000 people.

In 1982 coated and

laminated fabrics valued at approximately $1.1 billion were
produced in the United States.

These fabrics are used as

wallcovering and upholstery, and in the automotive, apparel,
construction, luggage, footwear, marine and boating, and air
and water filtration industries.

If S. 702 is not enacted,

the coated and laminated fabrics industry and its employees
face the prospect of severe injury from lower priced imports.

We are not here to ask the Congress or the Executive Branch
to change their classification of coated and laminated fabrics, for the legislative history which we have cited in our
written statement makes clear the fact that Congress already
considers these fabrics to be textiles, and the Treasury
Department and Customs Service have always followed this
intent. What has happened, however, is that the Court of
Customs and Patent Appeals has ruled that Congressional and

long-standing' administrative practice may no longer be followed.

As a result, most imported coated or laminated fabrics
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must now be classified as plastic sheeting under Schedule 7,
rather than as textiles under Schedule 3. S. 702 clarifies
the language of the tariff schedules misinterpreted by the
Court in order to ensure that these fabrics are, from now on,
classified as Congress always has meant them to be, as
textiles.

As a result of the Court decisions, the duty assessed upon
many imported coated and laminated fabrics was slashed and,
indeed, the availability of duty-free entry under the
Generalized System of Preferences was dramatically increased.
S. 702 is needed to return to these textile fabrics the tariff
treatment which Congress intended them to receive. As has
always been the case, many imported fabrics would, even when
classified under Schedule 3, remain eligible for GSP treatment.

The bill's scope is purposely narrow.

The ITC has reviewed

it to ensure that it affects only coated and laminated fabrics.

By that I mean a woven or non-woven textile fabric

which has a rubber or plastic coating on one or both sides.
PVC plastic sheeting, which has no textile component, and
coated or laminated fabrics, which do have a textile substrate,
are entirely different in composition and are used in very different applications.

S. 702 would have no effect whatsoever

upon PVC plastic sheeting.
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Moreover, the bill would have almost no effect upon the
volume of imported high-plastic content fabrics used in the
manufacture of automobile seat covers, sports bags and tennis
racket covers.

These fabrics still would be eligible for

duty-free entry under the GSP, and the applicable rates of
duty would not be substantially affected.

The most important impact of S. 702 would be to restore
reasonable tariff treatment for coated fabrics which are 30
percent or more by weight of fabric knitted or woven from
man-made fibers.

These coated fabrics would be returned from

Schedule 7 to classification under TSUS 355.82, where the duty
presently is $.08/lb plus 12.87. ad valorem, and where GSP
treatment is not accorded.

Also affected would be lightweight

coated cotton fabrics which would be returned to TSUS 355.65,
as well as the newer coated non-woven fabrics, which under
S. 702 would be returned from Schedule 7 to TSUS 355.02
through 355.25.

If S. 702 is not enacted, we expect to see substantial new
investment in foreign production of fabrics meeting these descriptions, with severe impact on the domestic coated fabric
industry.
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To illustrate our point, we would note that importers such
as our friends at Elbe Products currently bring coated fabrics
into the country from Western Europe in direct competition
with members of our industry.

Under the Elbe Products court

case, they pay a duty of only 5.1 percent.

When we attempt

to export the same fabrics to compete in European markets, we
are assessed a duty of 13.3 percent.

All S. 702 seeks to do

is to restore parity in tariff treatment.
seek no special protection.

U.S. manufacturers

We are prepared to compete in

both domestic and foreign markets.

All we seek are fair rules

and a level playing field.

On behalf of the industry groups and employees which I am
representing here today, I urge your favorable and expedited
consideration of S. 702.

It is needed to reclassify as tex-

tiles the fabrics which the industry, the Administration and
the Congress always have considered to be textiles.

I appreciate the opportunity to be here today and would be
happy to respond to any questions the Subcommittee may have.
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Senator DANForrH. Senator Matsunaga.

aA. Is this bill intended to reverse the Elbe deciSenator M&TetTs
sion Mr. Chambers?
Mr. CHANDERS. Our intent is to restore our-back in 1965, over 20
ears ago, we as businessmen had relied on Congress to guide us in
legislative areas where duty had been a problem. We have always
been able to rely on that. Now we find a situation where we can't rely
on that being a "textile." It's always been a "textile" as far as Congress is concerned; and now they have dropped it over into the
schedule 7, which is a "plastic sheeting."
In all cases there is a textile involved, which is the substraight
that must be coated.
Senator MATSNAGA. Mr. Goldberg, are you of the impression that

this bill S. 702, would severely in ure your industry?
Mr. dowBiao. Yes, I am Senator. And in fact, to answer your
previous question, if I may, kr. Chambers' trade group in their publicity statement after the court of appeals ruled in our favor put out
releases specifically to produce a bill to turn around the courts decision-to revoke the court's decision.
Senator MATsUNAoA. How many employees would be involved?
Mr. GoLDBERo. In what manner, Senator?
Senator MATSUNAGA. How many employees would be adversely

affected, in your opinion?
Mr. GOLDBERG. Well, it is difficult to state; but if you take the total
industries involved that use coated fabrics; that is, imitation leather,
if you are talking those total, industries, they employ over 150,000
people. Now, I can't honestly say they will all be affected, but the
total industry is 150,000 people.
Senator MATSUNAGA. How would the employees be affected?
Mr. CHAMBERS. Well, it would be a devastating situation, because

we would no longer be able to manufacture a coated and laminated
fabric here in the United States, because it would be easier for us
to import. So therefore we would eliminate jobs directly related to
the 50,000.
We also would incorporate the weavers who we buy fabric from,
and also incorporated in the weavers are the yarn producers. So it
could be a devastating effect within the whole textile industry.
Senator MATSUNAGA. No further questions, Mr. Chairman.
Senator DANFOWrT. Mr. Goldberg, do I understand you to say that

the Brown Group opposes this bill?

Mr. GOLDBERG. Senator, yesterday, before I came here, I spoke to

I was coming
to tellI them
of Brown,
senior
Meiser, He
Ed
on.
was testifying
with what
he president
totally agreed
saidvice
to testify.
I consulted with him on some ol my testimony, and he totally agreed
with it.
Senator DANFORTH. And therefore it is your view that the Brown
Group, which is a major corporate constituent of mine with many employees in the State of Missouri, is opposed to this bill. Is that correct ?
Mr. GOLDBERG. Sir, they are for the idea of sourcing raw materials
from abroad so they can more competitively compete with the domestic
manufacturers.
Senator DANFORTH. Are they opposed to this bill?
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Mr. GOLDBERo.

Ed Meiser-once again, senior vice president of the

Brown Shoe Co.-was opposed to the bill; but whether he has the
ability to speak for the group, I don't know.
Senator DANFOtE. Mr. Meiser stated to you that he is opposed to
this bill I
Mr. GOLDBERG. Yes, sir.
Senator DANFORTH. And is the Footwear Industry Association
opposed to this bill?
Mr. GOLDBERG. In reality, sir, we just started to speak and talk to
them about it this past week; so I can't give you a definite answer on
that.
Senator DANFORTH. Do you have any knowledge of whether the
footwear industry is opposed to this bill?
Mr. GOLDBERG. My feeling is that as they get more informed they

will be.
Senator DANFORTH. That is your judgment?
Mr. GOLDBERG. Correct.
Senator DANFORTH. But they have not taken that position and
stated it to you?
Mr. GOLDBERG. They have not taken that position yet. No, sir.
Senator DANFORTH. Mr. Nehmer, who is the spokesman for the Footwear Industry Association, was here this morning testifying on another bill. Wouldn't you think that he would be here testifying on this
bill if the footwear industry had a position?
Mr. GOLDBERG. Senator, in all honesty, we have not contacted him yet
specifically on this bill. We have talked to various owners of different
footwear companies such as people in the Brown Group, such as Oncross Shoe up-ViffriNew- England. We have not actually contacted the
association.

Senator DANFORTH. Do you think Brown Group is aware that I
represent the State of Missouri in the Senate?
Mr. GOLDBERG. Yes, sir.
Senator DANFORTH. Do you think they would be in touch with the
chairman of the International Trade Subcommittee if he had introduced this bill and they were against it?
Mr. GOLDBERG. Sir, as I said, I just spoke with Ed Meiser yesterday.
Senator DANFOW!X OU are not a member of the Footwear Industry Association, ar you?
Mr. GOLDBERG. No.
Senator DANFORTH. And you are not an employee of Brown.
Mr. GOLDBERG. No.

Senator DANFORTI. You can't purport to speak for them, can you ?
Mr. GOLDBERG. No. As I said, I am just repeating what Mr. Meiser
told me.
Senator DANFORTH. We have checked with Mr. Nehmer, and he
says that the Leather Products Coalition which he represents has expressly taken the position that it does not and will not oppose this
bill. He believes that is the position of the Footwear Industry AsSociation, although he is not aware of whether or not they have taken
any formal position. one way or another. But he thinks that that is iso
the position of the Footwear Industry Association. Do you think Mr.
Nehmer is wrong or right?
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Mr. GOLDBERG. Sir, I think when the Footwear Industry Association
becomes more aware of the effect that this bill will have on their
ability to compete in the domestic market, my feeling is-and once
again,
I can't
speak for
them-that they will be against the bill.
S enator
DANFORTIr.
Well,
you have spoken to them. You came be.
fore this subcommittee and you testified as to a position of Brown
Group and knowing, I would think, that I happen to represent the
State of Missouri in the U.S. Senate, and that the Brown Group is a
major corporation in my State with many, many employees.
Mr. GOLDBERG. Senator, I specifically said "Mr. Ed Meiser, senior
vice president of the Brown Shoe Co." And I said I do not know
if le has the ability to speak for the group or not. I then specifically
quoted a statement by Mr. Bridgewater last week in terms of their
desire to source foreign raw materials. This is a public statement.
Senator DANFORTH. Well, I certainly am going to be in touch. I
have tried to get in touch with them while you were testifying, and
without success thus far. But you certainly have peaked my curiosity.
This bill was introduced more than a year ago, and I would think
that the Brown Group would have contacted me to state their position. And they have not, in over a year, contacted me to state their
position on this bill. I have not heard anything by way of representation of the position of the Brown Group except for your representation of what you think is their view or what you think will be their
view.
Mr. GOLDBERG. No, sir, it's what Mr. Meiser told me on the telephone
as the view of, once again, the senior vice president for purchasing
at the Brown Shoe Co.
Senator DANFORTH. For purchasing?

Mr.

GOLDBERG. Correct.

Senator

DANFORTH.

Senator

DANFORTH.

Of the Brown Group?

Mr. GOLDBERG. Of Brown Shoe.

Of Brown Shoe?

Mr. GOLDBERG. Correct.

Senator DANFORTH. Which is a division of the Brown Group?
Mr. GOLDBERG. Correct.
And furthermore, by this statement, which was a public statement
by Mr. Bridgewater, and which was in fact reported in this week's
Boatwear News.
Senator DANFORTH. By -Mr. who?
Mr. GOLDBERG. By Mr. Bridgewater, the president of the Brown
Group.
Senator DANFORTH. What did he say?
Mr. GOLDBERG. Mr. Bridgewater, the president of Brown Group,
as reported in this week's Boatwear News, stated, "Last week at a
meeting in Los Angeles of the Society of Financial Analysts that
Brown Shoe Co. is using foreign sourcing of components and materials to stay competitive in domestic manufacturing."
Senator DAFO rm. And what do you read that to mean?
Mr. GOLDBERG. I read that to mean, sir, thatSenator DANFOTIH. That Brown has turned into a bunch of free
traders?
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Mr. Gowmio. Well, it depends on what side they are on at the

moment--ahter.]
r. GoLBMG [continuingJ. As applies to all of us.

But I read it to mean that they see that, especially in urethanes
and what is called "coagulated urethanes" which are used in shoe
materials, they think that they can get more competitively priced
materials and more fashionable materials from offshore.
Senator DANFORTH. Well, I certainly will find out what their position is. As I say, you have peaked my curiosity on it.
I took your initial statement as a statement of the position of Brown
Group, and I don't think that is their position; but I will certainly
find out.
Mr. GoWBRG. No, sir. Specifically, I mentioned Mr. Meiser, and
then the public statement of Mr. Bridgewater.
Senator DANFORTH. All right.

Gentlemen, thank you very much.
S 458: Mr. Datt and Mr. Harris.
STATEMENT OF JOHN C.DATT, SECRETARY AND DIRECTOR OF THE
WASHINGTON OFFICE, AMERICAN FARM BUREAU FEDERATION,
ACCOMPANIED BY GUY DONALDSON, PENNSYLVANIA FARMERS
ASSOCIATION, AND JERRY SIETSEMA, AMERICAN AGRICULTURAL MARKETING ASSOCIATION, APPLE DIVISION, LANSING,
MICH.
Mr. DATr. Thank you very much, Mr. Chairman.

The purpose of this bill is to impose a one-tenth of 1 percent per
gallon duty on applejuice. What I would like to do at this time is to
introduce two leading a plegrowers, one from the State of Pennsylvania and one from the State of Michigan, to comment on this particular legislation. And if there is time enough, I will summarize at
the end.
[Mr. Datt's prepared statement follows :]
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE SENATE FINANCE COMMITTEE
REGARDING 5. 453
Presented by
John Datt, Secretary and Director, Washington Office
October 21,

1983

Farm Bureau appreciates the opportunity to comment on a tariff
bill which has been referred to your Subcommittee on International
Trade. S. 453, a bill Farm Bureau strongly supports, would impose
a 1/10 of 1 cent per gallon duty on imported apple and pear juice.
The purpose of the 1/10 of 1 cent per gallon duty on apple and
pear juice imports is merely a way to place subsidized Argentine apple
juice imports in a dutiable category enabling Farm Bureau to file a
countervailing duty petition without the bother and tremendous expense
of proving injury* to the domestic apple industry.
Farm Bureau is keenly interested in the passage of S. 453. This
bill was introduced by Senator Warner and now has 15 cosponsors.
Over the past seven years, the quantity of apple juice imported
into the United States has grown from 34.38 million gallons (single
strength equivalent) in 1976 to 103.76 million gallons in 1982.
Foreign apple juice is imported in concentrated form for
reconstitution in this country. This represents the equivalent of
more than 30 million bushels of apples, a figure greater than the
average annual production of Michigan and Pennsylvania combined.
Twenty-three (23) million gallons of the increase are from Argentina
which shipped 18.86 million gallons in 1976 and 41.95 million gallons
in 1982. The quantity imported in 1981 represents 10.67 million
bushels of apples, more from Argentina alone than the total annual
apple production for the State of Virginia.
The dramatic increase in apple juice imports is a major concern
to U.S. apple growers. Their concerns are magnified when we find that
the government of an exporting nation is providing a substantial
subsidy to the processors and exporters of that product. Farm Bureau
finds a willingness of its members to compete with growers in other
countries on a fair basis, but they cannot compete with the treasuries
of other countries.
Attached are data providing the levels of imports from foreign
sources for the period 1965-1983, and the quantities of apples
represented by such imports. Also attached is a review of the subsidy
schemes provided by the Argentine Government to its apple industry to
develop export capabilities.

295
Page 2

It is obvious from the information available to us that the
Government of Argentina is indeed subsidizing its exports of apple
juice into the United States' market to the detriment of U.S. apple
growers and processors of domestic apple juice.
The Tariff Schedule of the United States provides a zero (0) duty
on apple and pear juice imported from countries which enjoy the "Most
Favored Nations" designation. Argentina has been so designated.
Imports of apple and pear juice from countries not enjoying "Most
Favored Nations" designation are subject to a duty of five (5) cents
per gallon under T.S.U.S. Item No. 165,15. Apple and pear juice are
the only juice imports free of duty under the M.F.N. category.
Since apple juice currently is not dutiable, the domestic apple
juice industry would have to allege and the International Trade
Commission would be required to determine "material injury" before a
countervailing duty could be put into place to offset the Argentine
subsidy advantage. Therefore, the purpose of S. 453 is to impose a
minor duty on apple juice imports in order to place Argentina in a
category whereby the Department of Commerce could investigate the
export subsidies of Argentina with regard to apple juice and, if found
to be as alleged, could initiate a countervailing duty action that
would offset the Argentine subsidy advantage. This could be done
without apple growers having to resort to costly legal fees to take
their case before the International Trade Commission to prove material
injury to the apple juice industry.
Farm Bureau will encourage those suffering from this practice to
seek relief by petitioning the U.S. Department of Commerce to
investigate these subsidies and if their findings are positive to
instruct the Customs Service to apply countervailing duties as
provided under Section 303 of the Tariff Act of 1930.
We urge that S. 453 be approved by your Subcommittee and that it
be passed by the Congress to enable U.S. producers to seek relief from
the subsidies provided by the Government of Argentina on apple juice
exports from their country.
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TOTAL APPLE 4 PEAR JUICE IMPORTS

TOTAL
GALLQ S..

YFAQ

TOTAL
42 LBO mu.

1965

5.049,295

1,402,582

1966

3,080,203

855,612

1967

2,535,422

704,284

1968

10,908,738

3,030,205

1969

14,168,506

3.93$,696

1970

16 834,532

4,678,759

1971

34,112,513

9,4?5,698

1972

25,632,907

7,120,252

1973

20,697,580

5,749,328

1974

21,495,957

5,986,623

1975

21,216,285

5,908,737

1976

34,387,544

9,576,259

1977

31,906,859

8,886,058

1978

44,394,IS2

12,363,770

•1979

66,501,098

18,472,527

1980

43,520,365

12,089,324

1981

81,602,668

22,667,408

1982

103,758,056

70,880,374

63,560,371

18,973,245

28,448,347
63,560,371

8,492,044
18,973,245

19830.
JANUARY - MAY ON LY
FOR CCOM-AR I SON
JANU'UARY
- MAY 1982
JANUARY - MAY 1983

*1983
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TOTAL VALUE OF APPLE JUICE C0'ENTATE
U.s. Da.LARS

ig

mlz
CANADA

723,325

607,180

AUSTRIA

228,861

230,090

dULAGARIA

240,189

140,533

1,381,238

1,270,090

FRNE

1,230,024

1,303,626

$98,446

3,522,Q4 3

7,427,614

4,333,058

1,449,649

2,319,05S

2,632,434

5,148,107

68,948

887,950

ITALY

339,665

236,047

445,157

SPAIN

643,579

500,439

1,876,755

53,208
1,410,151

14,281,117
16,033

CHILE

AUSTRALIA

ISRAEL
JAPAN
New ZEALAND
SOUTH AFRICA

4

315,

-

50,487

142,116

2,911,983

7,417,324

27,22S,955

36,250,807

330,354

1,506,033

2,082,783

9900632

2,631,238

2,839,959

10,813

39,387

138,634

1,460,772

2,145,825

39,617,474

17,319,472

646,075
930,526

392,75)

EXICO

CHINA, MAIN

24,473,080
0i26, 621

.12,517,46(
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14,064
ARGENINA

1,746,28 4

1,39S,956

672,514

56,404

GERANYo WEST

im

587,983

784,284

23,605

2,271

784

3,825

1,910

135,896

866,229

822,262

74|,819
1,900

821
437,606

691,473

385,429

370,944

2,045,947

2,802,472

3,561,717

4,306,305

7,489,938

6,380,612

9,112,657

9,146,190

325,261
LOUEUAY
OTHERS

TOTAL

1,726,036

24A96.678

2,451,633
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SWORCEi USDA FOREIGN AGRICULTURAL SERVICE
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STATEMENT OF GUY DONALDSON, APPLE PRODUCER IN ADAMS
COUNTY, PA., REPRESENTING PENNSYLVANIA FARMERS' ASSOCIATION
Mr. DONALDSON. Mr. Chairman, my name is Guy Donaldson, and
I am an apple grower in Adams County, Pa. On behalf of the Pennsylvania Farmers' Association, the largest farm organization in
Pennsylvania, representing over 23,000 farm families, I would like
to thank the members of this subcommittee for the opportunity to
comment on Senate bill 453.
On September 2 of this year our association submitted a written
statement to this subcommittee outlining the seriousness of subsidized concentrated applejuice importation and its adverse effect on
the U.S. apple producers.,
Argentina and other countries subsidizing applejuice exports to the
United States presently enjoy most-favored-nation status under our
trade laws. The receipt of these foreign subsidies allows foreign exporters to offer applejuice to American markets at a price which significantly undercuts even that price which an American apple producer must beat for his apples to recoup his cost of production.
It is impossible for American apple producers attempting to market
their apples for juice to compete with subsidized exporters of applejuice into the United States. Senate bill 453 would give our Nation's
apple producers a fair chance to be competitive with those foreign
producers who, as a result of governmental subsidies, have been exempt
from having to fairly compete in American applejuice markets. And
I urge this subcommittee to favorably report Senate bill 453.
Thank you, sir.
Senator DANFOrTmI Thank you, sir.

[Mfr. Guy Donaldson's prepared statement and Pennsylvania
Farmers' Association statement of September 2 follow:]
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.My name is Guy Donaldson.
County# Pennsylvania.

I am an apple producer in Adams'

On behalf of the Pennsylvania Parmers'

Association, the. largest farm organization in Pennsylvania representing 23,431 farm families, I would like to thank the members
of this Subcommittee for the opportunity to comment on Senate Bill
453.
On September 2nd of this year, our association submitted a
written statement to this Subcommittee outlining the seriousness
of subsidized concentrated apple juice importation and its adverse effect on United State apple producers.

The information

contained in our statement clearly shows that the present tariff
and trade laws unreasonably and unfairly give subsidized foreign
producers and exporters of imported concentrated apple juice a
distinct marketing advantage over American apple producers
attempting to sell their-apples in the United States for apple

Juice.
Argentina and other countries subsidizing apple juice exports
to the United States presently enjoy "most favored nation" status
under our trade laws.

The receipt of these foreign subsidies

allows foreign exporters to offer apple juice to American markets
at a price which significantly undercuts even that price which
an American apple producer must offer for his apples to recoup
his cost of production.
The present remedy afforded under our trade laws - the
assessment of countervailing duties - provides American producers
little relief from subsidized exports of apple juice by "most
favored nation" countries.

The condition of "economic injury".

which is necessary for the imposition of countervailing duties,
applies only to the American commercial apple juice marketing
0
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2

industry.

Economic injury to apple producers - the real suffer-

.ers of subsidized apple juice imports - is insufficient to impose
countervailing duties.
It is impossible for American apple producers attempting
to market their apples for juice to compete with subsidized exporters of apple juice into the United States.

Senate Bill 453

would give our nation's apple producers a fair chance to be
competitive with those foreign producers who, as a result of
governmental subsidies, have been exempt from having to fairly
compete in American apple juice markets.

I urge this Subcommittee

to favorably report S. 453.
If you have any questions, I would be happy to answer them
at this time....
I.
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Senator DANFORTIT. Mr. Sietsema.
STATEMENT OF JERRY SIETSEMA. AMERICAN AGRICULTURAL
MARKETING ASSOCIATION, APPLE DIVISION, LANSING, MICH.
Mr. SMSENA. My name is Jerry Sietsema. I grow apples in Grand
Rapids, Mich. I am a member of the board of the Michigan Processing
Apple Growers. Association and chairman of the American Agricultural Marketing Association, ProcessingApple Committee. I am a
past president of the International Dwarf Frit Tree Association and
have had the privilege of traveling extensively to countries where
applejuice concentrate is produced for shipment to the United States.
I have visited with apple producers and processor of applejuice concentrate in several of these countries and have found, to a large extent,
the production of apples and the manufacture and export of concentrated applejuice is heavily subsidized by foreign governments.
These subsidies have allowed foreign countries to sell concentrated
applejuice into the United States at prices that are generally cheaper
than U.S. apple-price equivalents. As a producer, I feel this is unfair
competition.
We ask your subcommittee to report out Senate bill 453 to allow for
a small tenth-of-a-cent-per-gallon tariff to be placed on all concentrated applejuice entering thie United States. The effect of the tariff
will be small, but it will allow U.S. apple producers a mechanism
through which they may in the future seek countervailing duties
against subsidized concentrate from countries who are not subscribers
to the GATT Subsidies Code.
We do not seek to restrict the flow of concentrated applejuice into
the United States. With this small tariff in place, the apple industry
will then be able to apply for a countervailing duty through the U.S.
Commerce Department without the prohibitive cost and time-consuming process of proving injury to our industry.
Within the past 10 years shipments of imported concentrated applejuice have more than doubled, and during our 1982 record crop apple
year, imported concentrate occupied 47 percent of the U.S. applejuice
market and caused general price depression in the U.S. applejuice
industry.
Applejuice consumption is on the increase in this country, but the
utilization of U.S. apples in this applejuice actually decreased in the
1982 record crop year.
The Coca-Cola Foods Division, for example, marketed under the
Minute Maid label, who maintains a leadership position in the U.S.
frozen applejuice concentrate market, uses very little if any U.S. applejuice in their products.
Today, in Paw Paw, Mich., where they have a large concentrate
plant, the plant is idle. There are plenty of people in Michigan who
would like to work in this plant but do not have the opportunity.
Michigan apple growers' apples are going to rot this fall while the
consumer utilizes the juice produced in another country.
Frankly, Mr. Chairman, the people in these exporting countries do
not understand how we can allow a practice such as this to continue.
Thank you for the opportunity to appear before the subcommittee.
If there are any questions, I will try to answer them.
Senator DANFORTii. Thank you, sir.
[Mr. Jerry Sietsema's prepared statement follows:]
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STATEMENT OF JERRY SIETSWMA, MICHIGAN APPLE GROWER
TO TUB SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE SENATE FINANCE COMMITTEE
REGARDING S. 453
Ootobec 21,

1983

MY NAME IS JERRY SIETSEMA. I GROW APPLES IN GRAND RAPIDS,
MICHIGAN, AND I AM A MEMBER OF THE BOARD OF TUE MICHIGAN PROCESSING
APPLE GROWERS ASSOCIATION AND I AM CHAIRMAN OF THE AMERICAN
AGRICULTURAL MARKETING ASSOCIATION PROCESSING APPLE COMMITTEE.
I AM A
PAST PRESIDENT OF TOE INTERNATIONAL DWARF FRUIT TRE ASSOCIATION.
I
HAVE TRAVELED EXTENSIVELY TO COUNTRIES WHERE APPLE JUICE CONCENTRATE
18 PRODUCED FOR SHIPMENT TO THE UNITED STATES. I HAVE VISITED WITH
APPLE PRODUCERS AND PROCESSORS Or APPLE JUICE CONCENTRATE ZN SEVERAL

Or THESE COUNTRIES AND HAVE FOUND, TO A LARGE EXTENT, THE PRODUCTION
OF APPLES AND THE MANUFACTURE AND EXPORT Or CONCENTRATE APPLE JUICE IS
SUBSIDIZED BY FOREIGN GOVERNMNTS.

THESE SUBSIDIES HAVE ALLOWED FOREIGN COUNTRIES TO BELL
CONCENTRATED APPLE JUICE INTO THE UNITED STATES AT PRICES WHICH ARE
GENERALLY CHEAPER THAN UNITED STATES JUICE APPLE PRICE EQUIVALENTS.
AS A PRODUCER, I FEEL THIS IS UNFAIR COMPETITION.
WE ASK YOUR
SUBCOMMITTEE TO REPORT OUT SENATE BILL 453 TO ALLOW FOR A SMALL
1/10 CENT PER GALLON TARIFF TO BE PLACED ON ALL CONCENTRATED APPLE
JUICE ENTERING THE UNITED .STATUS.
THE EFFECT Or THE TARIFF WILL BE SMALL, BUT WILL ALLOW UNITED
STATES APPLE PRODUCERS A MECHANISM THROUGH WHICH THEY MAY, IN THE
FUTURB, SEEK COUNTERVAILING .DUTIES AGAINST SUBSIDIZED CONCENTRATE FROM
COUNTRIES WHO ARE NOT SUBSCRIBERS TO THE GATT SUBSIDIES CODE.
WE DO NOT SEEK TO RESTRICT THE FLOW OF CONCENTRATED APPLE
INTO THE UNITED STATES. WITH THIS SMALL TARIFF IN PLACE, THE
INDUSTRY WILL THEN BE ABLE TO APPLY FOR A COUNTERVAILING DUTY
TUE UNITED STATES COMMERCE DEPARTMENT WITHOUT THE PROHIBITIVE
TIME CONSUMING PROCESS OF PROVING INJURY TO OUR INDUSTRY.

JUICE
APPLE
THROUGH
COST AND

WITHIN THE PAST TEN YEARS, SHIPMENTS OF IMPORTED CONCENTRATED
APPLE JUICE HAVE MORE THAN DOUBLED AND DURING OUR 1982 RECORD CROP
APPLE YEAR, IMPORTED CONCENTRATE OCCUPIED 470 OF THE UNITED STATES
JUICE APPLE INDUSTRY.
APPLE JUICE CONSUMPTION IS ON THE INCREASE IN THIS COUNTRY, BUT
TUE UTILIZATION OF UNITED STATES APPLES IN THIS APPLE JUICE ACTUALLY
DECREASED IN THE 1982 RECORD CROP YEAR.
THE COCA COLA FOOD DIVISION, FOR EXAMPLE, (MARKETED UNDER THE
MINUTE MAID LABEL) WHO MAINTAINS A LEADERSHIP POSITION IN THE UNITED
STATES FROZEN APPLE JUICE CONCENTRATE MARKET, USES VERY LITTLE, IF
ANY, UNITED STATES APPLE JUICE IN THEIR PRODUCTS.
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IT HAS BEEN CHEAPER FOR TLHhM TO DO BUSINESS IN COUNTRII SUCH A8
ARGENTINA WHERE CHBP SUBSIDIZED CONCENTRATED APPLE JUICE I
AVAILABLE.
THANK YOU FOR THE OPPORTUNITY TO SPEAK BEFORE THIS SUBCOMMITTEE
PLEASE FEEL FRI
PLEASE FEEL FEB TO ASK ME QUESTIONS AT THIS TIME,
TO ASK ME QUESTIONS AT THIS TIME.
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Senator DmmT. Mr. Harris.
STATEMENT OF HERBERT E. HARRIS II PARTNER, HARRIS, BERG,
& CRESKOFF, WASHINGTON, D.C, REPRESENTING THE ASSOQIATION OF F0D INDUSTRIES APPLEUCE GROUP
Mr. HAnw. Thank you, Mr. Chairman. We appreciate the opportunity of appearing before you.
W6 fllecrour statement, and I would like to make just one or two
points.
This is an unusual if not an extraordinary bill. This tariff bill is
not designed to raise revenue, certainly, and it's not designed to protect the industry. It is a tariff bill that is designed to circumvent existing law with regard to countervailing duty actions.
The domestic industry, or the growers here represented, feel that
the imports are unfair and that they are injuring their industry. They
do have access, as they say, to the countervailing duty statute what
they would prefer is to have access to it without having to demonstrate injury with respect to the imports.
Let me say that it would be an unfortunate approach, and indeed
a unique approach, to breach the trade agreements, specifically the
Kennedy round, to take an item off of the free list that has been on
the free list since 1970 and to do that for the purpose of denying an
injury test with regard to a specific product when all other products
in that same category would in fact receive an injury test.
I think the statement of those that feel they are being injured here
in the United States is an important one. They do have the statute
and the remedy. But I think the notion that by legislation their
particular product and industry should be exempted from showing
injury with regard to those imports would be a very unfair precedent
and an unfortunate precedent as far as trade laws are concerned.
Thank you, Mr. Chairman.
Senator DANFOiTm. Thank you.

[Mr. Herbert E. Harris' prepared statement follows:]
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October 20, 1983
STATEMENT
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE

COMMITTEE ON FINANCE, U.S. SENATE
WITH RESPECT TO 8.453
RELATING TO THE TARIFF TREATMENT
OF APPLE AND PEAR JUICE
By Herbert E. Harris Il,

Counsel to the Association of Food
Industries Apple Juice Group
Introduction
I am presenting the views of the Association of Food
Industries Apple Juice Group, a non-profit association dedicated
to the diverse interests of the international and the domestic
apple juice trade.
We oppose 8.453 for the following reasons:

first, it would result in administrative costs far in
excess of the revenue it would generated and

second, it creates the appearance of unfair manipulation
of our trading concessions.

S.453 amends item 165.15 of the Tariff Schedules of the
United States impose a duty of one tenth of one cent per gallon
on apple and pear juice concentrate imports.

The consequences of

passing such a bill extend fat beyond the mere imposition of a
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seemingly insignificant import duty.

Rather, this legislation

raises issues which impact greatly on U.S. relations with our
trading partners.

The PurRose of S,453
8.453 ts

ot designed to generate revenue.

In the 1981-82

season, approximately 10,203,000 gallons of apple concentrate
were imported into the United States.
free of duty.

These importations entered

If the duty proposed by S.453 had been assessed,

only $10,203 would have been collected.

This minimal amount

would most assuredly be exceeded by the costs of administering
the tariff.
it is also important to recognize that a proposed duty of
this magnitude would not deter all importers from bringing apple
concentrate into the United States.

Since S.453 would impose a

duty too small to generate income or to deter importations from
all sources, one would expect. to find some other purpose behind
that legislation.
Further, free of duty treatment has been accorded this item
since 1971 pursuant to a concession made by the United States in
the Kennedy Round.

Unilateral legislative action, such as that

proposed in S.453, would, of course, impair that concession and
be contrary to obligations under the General Agreement on Tariffs
and Trade.
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Unfair Manipulation of Trading Concessins
Careful analysis shows that, if passed, S. 453 would have an
adverse effect on our relations with important trading
partners. Argentina# the country supplying over 40 percent of
U.S. imports of apple juice concentrate9 would perhaps bear the
brunt of that impact.
The U.S. countervailing duty law provides that, where
imports are the product of a country.under the Agreement, 2L
where they enter the United States free of dut, a countervailing
duty may be imposed only if it is determined that those imports
have caused material injury, or threaten to cause such injury, to
the domestic industry. Argentina is not a "country under the
Agreement'.

However, apple juice does enter the United States

free of duty. Thus, a successful countervailing duty proceeding
against Argentina, or any other similarily situated country,
would have to be premised on an affirmative determination that
the imports are injuring, or threatening to injure, the United
States apple juice industry, as well as that bounties or grants
actually are being received by the foreign producers.
8.453 would alter that intended scenario. By the imposition
of a tariff, regardless how insignificant, countries such as
Argentina would no longer be entitled to this injury test. In
fact, these foreign producers would be an easy target for a
domestic industry anxious to curtail its greatest competitor. We
submit that the imposition of a prejudicial tariff, such as that
proposed in 8.453, is in fact an attempt to circumvent
established law with regard to important U.S. trading partners.
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-4The imposition of a countervailing duty on the imports of
one or more countries would, in turn, have an effect on the
ability to satisfy increasing U.S. demand for apple beverages.
In the period from 1978 to 1982, U.S. per capita consumption of
apple juice increased by approximately one-third. During the
same period of time, imported apple juice (derived from
concentrate) held a relatively constant share of the growing U.S.
market. Without the availability of imported concentrates from
key sources, the growing demand in the United States could not be
met. Thus, a reduction in imports resulting from the imposition
of a countervailing duty on a major foreign supplier would
threaten the vitality and growth of the United States market for
apple juice, particularly in times when domestic apples for
processing are scarce.
Conglusion

It is cleat that the duty proposed by S.453 Is not designed
to accomplish any of the generally accepted purposes of such a
tariff. It would neither generate revenues which justify its
administrative costs nor equally deter all foreign imported juice
concentrates. Rather, it would. (1)with respect to a
particular product, legislate discriminatory treatments and,
(2)unilaterally and prejudicially alter U.S. government policy
and commitments with respect to our relations with foreign
trading partners.
.4l ,

.
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Senator DANFORm. Gentlemen, thank you very much.
The next bill is S. 1296. Mr. Wright, Mr. Krone, Mr. Von Bargen,
and Mr. Haight.
The war of the roses. [Laughter.]
Mr. Wright.

STATEMENT OF EUGENE STEWART, COUNSEL FOR ROSES, INC,,
ACCOMPANIED BY TAMES KRONE, EXECUTIVE VICE PRESIDENT
Mr. STEWART. Mr. Chairman, my name is Eugene Stew-art. I am
counsel for Roses, Inc., and am accompanied by James Krone, the
executive vice president.
Mr. C. Richard Wright of Sandy, Utah, had expected to be here,
but an emergency in his greenhouse prevented him from being here.
Mr. Chairman, we are here because of the grave emergency that
faces the domestic rose growers. There are 220 commercial rose growers in the United States. Three of them are in.Missouri, at Greenwood, Kirkwood, and at Bertrand.
The average size of these family owned corporations, small business
companies, is about 25 employees. The farm gate value of their
production in 1982 was $102 million.
The problem of the fresh cut flower industry in the United States
is that it is being inundated by imports which, without regard to
species, are increasing their market penetration now by 4 percentage
points a year. Today for carnations and chrysanthemums, the imports
account for over 50 percent of apparent U.S. consumption.
Roses, in 1982, were at 17 percent, and thus far in 1983 are at
20 percent on average; but in the important selling seasons Colombia
alone, in the principal markets of the eastern seaboard, has accounted
for over 30 percent of the market.
Mr. Chairman, there is one significant reason why this rapid import
penetration is occurring. We have had market research studies performed that have established that for all of these flowers the Colombian exporters are selling in the United States at less than fair value,
by margins ranging from 20 percent to more than 100 percent of the
export price.
.n addition, each of the principal foreign governments whose producers export roses and other fresh cut flowers to the United States
subsidize their production.
Between 1979 and 1982, domestic production dropped by 20 million
rose blooms; imports increased by 60 million rose blooms. And apparent consumption rose by 40 million rose blooms.
We are being gradually driven out of our market, and the rose
producers are attempting to act before they are destroyed, unlike the
carnation and chrysanthemum producers who allowed things to get
out of hand, and who have now essentially been driven out of business--over 300 growers in the last 0 years have shut down their greenhouses in those sectors.
The bill before you would change the U.S. rate of duty to exactly
the same rate of duty imposed by the European Economic Community. That is the world's largest consumer of fresh cut flowers, includ-
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ing roses-the EEC. And they have the largest production, which
is supplied virtually free of imports from Colombia and other lowwage and low-price suppliers.
There are two objections, two strong sources of objections to our
bill. The administration says these people should use the administrative remedies, and were the Congress to enact a bill we would have
to grant compensation.
As to the remedies: The rose growers have been twice to the International Trade Commission in escape clause proceedings without
success-in 1977 and 1979. Four times we have been involved in countervailing duty proceedings against Colombia, in 1974, and in 1982.
Both times subsidies were proved, the Government then entered into
,an agreement with the Colombian Government or exporters and suspended the investigation.
A countervailing duty investigation against the Netherlands was
thrown out because of a finding of "no injury" by the ITC.
Only in the case of countervailing duties against Israel, after we
took .a poor decision from Commerce to the Court of International
Trade did we get meaningful duties. Once those duties were imposed, the surge of imports from Israel leveled off, and that case ilustr ates how import-sensitive our product is.
The other source of objection is FTD. They claim essentially that
this would be against the interests of consumers, that it would raise
prices.
The amount of increase in duty at the average customs value of
imports would amount to 3 cents per bloom during the months of
November through May, and 2 cents pei bloom during the months of
June through October.
At the retail level, the members of FTI), on average, increased the
retail price of roses in 1981 by 8 cents a bloom, and in 1982 by 13 cents
a bloom, where there was no change in the tariff. In each of those years
consumption increased. That establishes the fact that an increase in
price, No. 1, does not necessarily mean a decline in consumption or
reduced availability. But the snall amount of increase in duty that
would be involved would assist the growers in competing with imports at the wholesale level.
Thank you, Mr. Chairman.
Senator D,\NFORT11. Thank you, sir.
[Mr. Eugene Stewart's prepared statement follows:]
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Statement on behalf of
Roses Incorporated InSupport of S. 1296
bforethe
Subcommittee on International rae
Committee on Finance United States Senate
October 21. 1983.
I. Thank you for this opportunity to speak in support of S.
1296. The bill would adjust the U. S. tariff on Imported fresh cut roses
to rates of dity comparable to those imposed by the European Economic
Community on its Imports of roses.
2. Heading 06.03 of the EEC Common External Tariff provides for
the following duties on fresh cut flowers, Including roses, imported from
outside the Community, as follows:
Reading
Number
06.03

Description

:

Rate of Duty
:Autonomous:Conventional

:Cut flowers and flower buds of a kind
:suitable for bouquets or for ornamental:
:purposes, fresh, dried, dyed, bleached,:
:impregnated or otherwise prepared:
:A. Fresh:*
1. From I June tb 31 October
II. From 1 November to 31 Hay

:
:

24%
20%

:

:8.

:

20%

:

Other:

24%
177,

- The EEC has granted a reduced rate of duty of 15% on imports of
orchids and anthurium, but on no other fresh cut flowers, under the
Generalized System of Preferences to eligible developing countries. OJ
3-10-83, No. C263/183.

3. The principal growing season In Europe Is June through October.

During that season, the import duty Is 24%, and on a c.i.f. basis

(i.e., the duty applies to the airfreight bringing the flowers into Europe as well as the cost of the flowers).

The EEC has kept that rate of

duty unchanged through all trade agreement negotiations.

During the
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agreement rate (i.e., the "conventional" rate) has been reduced by only
3-percentage points, to 17%.

By comparison, the U.S. duty has been re-

duced from the "full" rate of 40% to 87..
4. EUrope has the largest production and the largest market for
roses, and by far the highest tariff.

The U.S. has production and con-

sumption of roses less than half of Europe's,
Holland (66%),

Colombia (10%), Israel (9%)

but the lowest tariff.

and Italy (7%)

1981 for 92 percent of world exports of cut flowers,

accounted in

Including roses.

The most spectacular increase In exports of cut flowers was by Colombia,
rising from $10.9 million In 1973 to $100 million In 1981.

(Flowers

Unlimited, Aalsmeer,

Colombia

the Netherlands,

1982, pp. ii,

13, 15).

imposes both a tariff, 18%, and the requirement for an Import license, on
Imports of fresh cut flowers, Including roses.

(Sec. 06.03,_00.00, Notice

No. 39, Nay 15, 1983, Tariffs of Customs Laws, Compilations of Customs
Tariffs, Bogota, Colombia).
5. Holland devotes 7,200 acres to the production of roses,
Colombia. 340 acres, and the United States, 620 acres.

(Flowers Unlimit-

ed, op. cit. supra, at 17; private market research report, Study of Rose
Production In Colombia (1983); and USDA, Floricultural Crops, March 1982,
Tables 9, 10).
6. In 1981,

the EEC countries accounted for $780.3 million of

Imports of fresh cut.flowers, of which $550 million. or 70%. originated
within the EEC,

In Holland.

The U.S. accounted for $135.3 million of
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fresh cut flower imports, of which 72% came from Colombia.
Unlimited, op. cit. supra, at 17).

7. S. 1296 is designed to align the tariff on roses imported
into the United States with the EEC tariff on fresh cut flowers,-except
that the 24% rate of duty would apply to the period November through May
which is the principal U.S. growlng/marketlng season (in contrast with
Europe's of June through October).

The 17% rate of duty would apply to
Also, unlike

the less growing/marketing season of June through October.

Europe, the basis of the U.S. duty is the FAS origin value.

(Inother

words, the U.S. does not collect a duty on the inbound transportation
cost, unlike Europe).
8. The Justification for the enactment of S. 126 isas follows:
(a) Imports are Widliy caturing the lion's share of the
U.S. market, and driving domestic growers out of their own market:
Share of the U.S. Market Captured by
Imports of Carnations Chrysanthemums and Roses
(In% of AppareitfIT ST Consumpt ion)
Year
1976
1977
1978
1979
1980
1981
1982

Carnations
Miniature Standard
na
na
na
na
48.7%
47.3%
55.1%

27%
33%
41%
44%
50.3%
58.7%
60.0%

Chrysanthemums
Po on .. Standard
33%
37%
41%
48%
52.4%
54.8%
58.3%

7%
13%
11%
14%
19.3%
19.9%
22.3%

Roses
1.3%
2.2%
3.4%
6.8%
9.1%
13.0%
16.7%

Sources: U. S. International Trade Commission, Publication 841, Nov. 1981,
Table 3; U.S. Dept. of Agriculture, Floriculture Crops, March 1982; Marketing
California Ornamental Crops, 1981, June 30, 1982; Ornamental Crops, National
Marketing Trends, weekly issues, 1982, 1983; U.S. Dept. of Commerce, IM145X.
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To illustrate the consequences for the dmstic growers

from these awesome losses of market share In the United States, consider the
following decline in the number of growers and greenhouse area under cultivation:
Number of U.S. Growers, and Greenhouse Area
inthe Production 2f Carnations, Chrysanthemums and Roses
(Number of Producers; Area in 000's sq. ft.)
Year
1976
1977
1978
1979
1980
1981
1982

Carnations
Chrysanthemums
Roses
Miniature
Standard
Standard
Hybrid Tea
Sweetheart
Area rowers Area Growers A
Growers Are-Growers Area Grwers Area Growers
2,706
3,143
3,118
3,586
4,184
4,323
4,756

221
217
208
200
193
177
na

28,768
27,549
25,276
24,555
20,800
20.249
19,647

539
503
461
418
364
331
na

37,412
37,389
39,966
36,200
31.587
30,480
30,527

1,126
1,154
1,122
999
968
894
na

22,441 1,029 23,420 230
19,327
990 22,482 237
23,442
962 22,349 221
17,268
829 23,387 238
14,768
806 23.595 234
14,561
724 22,921 222
13,046
na 22,111 na

5,240
5,078
5,234
5,745
5,477
5,071
4,893

192
198
180
177
186
177
na

-347

-15

Change 1976/1981-2:

, +2,050

-44

-9,121 -208 -6,885

-232 -9,395

-305 -1,309

-8

Source: U.S. Dept. of Agriculture, Floriculture Crops, annual Issues. All data for 1982
areTitended" per source, and 1976 and 1977 roses area are "Intended" per source since
actual data are not available Insource.
(c) Efforts to stem the rapidly rising flod of Imports through administrative remedies have been unsuccessful:
(I) Escape clause actions under Sec. 201 of the Trade Act of 1974 on all
fresh cut flowers in1977, and on roses in1979, were unsuccessful.

In each case, after the

ITC's negative finding, there was a further surge in Imports.
(11)

Countervailing duty actions have been brought against all fresh cut

flowers from Colombia in 1974 and 1982. The first was discontinued when a U.S. Government
to Government agreement with Colombia resulted In a diversion of the 10.2% subsidy to an
organization to help Colombian exporters Instead of directly to the exporters.

The second
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was suspended on the basis of a U.S. government agreement with the principal exporters wherein the latter agreed to renounce the 5% subsidy
found to exist.

The U.S. government failed to investigate an additional

subsidy whose magnitude is at least as great as the amount renounced.
Notably, the Colombian exporters are seeking to channel the 5% subsidy
Into a flower promotion program which U.S. growers believe will in fact
benefit the Colombians as much Indirectly as the direct receipt of the
subsidies.

After each case was discontinued by the U.S. government, the

surge In Imports from Colombia continued.
(111)

Countervaillin

duty action against roses from

the Netherlands in 1980 was terminated by a negative finding of injury at
the preliminary stage.

Subsequently, the Holland growers announced a

program to boost their exports to the United States, for all fresh cut
flowers to $50 million from $20 million.

Rose exports have grown propor-

tionately, rising from 1.6 million blooms In 1980 to 5.2 million In 1982.
Through August of 1983, a total of 4.9 million blooms have been Imported
from the Netherlands, projecting total Imports for 1983 at 7.3 million
blooms.
(Iv) Countervailing duty action against roses from
Israel In 1980 resulted In an inconsequential administrative determination of net subsidies of 1.5%..
International Trade.

We appealed the case to the Court of

The Court remanded the case to the Department of

Commerce for a redetermination.

Commerce reinvestigated and found that

the. net subsidy was 11.5%, and Ithas been assessing duties at this rate.
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Other issues, however, are still pending before the Court. Imports of
roses from Israel, which had zoomed from 286,000 blooms In 1976 to 5.6
million in 1979 with the benefit of the subsidies, Increased further fo
6.2 million in 1981 before the redetermined net subsidy and off-setting
countervailing duty were Implemented.

In 1982 Imports from Israel de-

creased to 5.3 million blooms, and through August 1983 are running at a
4.9 million bloom annual rate. This case shows the extreme sensitivity
of Import volume to unfair price competition.

Without correction, Im-

ports Increase rapidly: when a corrective Is applied, the surge Is taken
out of the Imports. Unfortunately, this one case isthe only Instance of
affirmative action by the U.S. Government to correct unfair competition
from imported roses which are either subsidized or dumped, or both.
(iv) The principal source of roses and other fresh
other fresh cut flowers imported Into the United States is Colombia. and
they are marketed by the Colombian exporters by aggressive pricing In the
U.S. market based on severe margins of dumping.

Market research per-

formed for us, and official U.S. import statistics of average unit sellIng prices of Colombian flowers to the United States shows that in 1983
.

"

0

,

..

4o.0

the following dumping margins are being used by the Colombian exporters:
Roses:

ranging from a low of 16.8% to 104.1%, 166.9%

and 247.0% of the export price;
Carnations:

- 60%;

Chrysanthemums: pompon, 20.5%;
standard, 86.0%.
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Efforts to secure corrective action to neutralize

unfair price discrimination (dumping)
unavallina.

In June 1981,

by the U. S. Government have been

Roses Incorporated filed an antidumping duty

petition on roses from Colombia.

The Commerce Department dismissed the

petition, without Investigation.

This action was taken to the Court of

International Trade which In April 1982 ruled that the Department's action in dismissing the case without investigation

was unlawful.

The

Government appealed, and In April 1983, the appellate court ruled (1)
that the Department had used unlawful procedures In dismissing the petition, but that (2) the Department had virtually unlimited discretion to
dismiss petition without investigation.

During the two years in which

the Government agency and the courts had the case, imports of roses from
Colombia Increased by 47 million blooms at an annual rate.

On September

30, 1983 we filed a new antidumping duty petition on roses from Colombia.
It will be nearly a year from now before there Is a final determination.
By that time, imports from Colombia will have captured more than 20% of
the American market, and more domestic rose growers will have gone out of
business.
(vi)

Since, after extended efforts to secure relief

through the administrative remedies provided by the Congress without
success the domestic rose growers are being steadily forced out of business by unfair competition from constantly increasing imports, the rose
growers have the right to request the. Congress to redress their Qrievances by the enactment of S. 1296.
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9. The objections voiced by the Administration and by FTD to
the enactment of S. 1296 are without merit:
(a) The Administration offers the shop-worn, boiler-plate
objection that enactment of the bill would violate GATT and require the
U.S. to compensate the affected countries.

As to that we remind the

Committee of its own statement on entitlement of a country to compensation following U.S. government action to Increase tariffs:
"It is not Intended that this section be interpreted as
requiring the payment of compensation whenever Import relief has been granted pursuant to section 203 or requiring
that a foreign country be precluded from compensation If It
has taken action pursuant to Article XIX [the escape clause
of GATT) without extending compensatory concessions to the
United States. The GATT provides that countries seeking
compensation must show that they have been adversely affected, and It Is expected -that no action would be taken
under this section until such a showing has been made."
(S.Rep. 93-1298, p. 10].
Further, it is not automatic that compensation when and If granted would
harm other U.S. domestic Interests.

The Trade Act of 1974 requires that

the effect upon domestic Industry, workers and communities of particular
tariff concessions selected for consideration must be evaluated by the
i.T.C. and an inter-agency panel under the Office of the Trade Representative.

(Sections 131, 332, 133, and 134, Trade Act of 1974].

Thus, the

Executive Branch has the opportunity, and obligation, to select tariff
items for compensation which will not involve probable economic injury to
domestic Interests.
Moreover, this Committee should expect the Executive in any exercise of
consultation with trading parties claiming to be adversely affected by

I
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suspending duty treatment, and placing dutiable Items on the free list,
as It does perennially In so-called "non-controversial" tariff legislation.
(b) FTO offers the equally shop-worn and Invalid contention that the bill would harm the Interest of consumers.

We offer the

following Inrebuttal of such contentions:
(t) Retail prices of roses averaged $1.84 per stem
for the period ended July 1982, an increase of 13% versus the price of
$1.63 for the comparable period of 1981.

(The Floral Report, National

Retail Floral Index, Special Consumer Study, Flowers, Plants, Accessory
Items, Sales of roses as roses for the period ended July 1982).
(ii) In 1982, apparent consumption of roses Increased
by 7.2% compared with 1981.
(ilI)

There was no Increase In the tariff rate of

duty applicable to Imported roses in 1982.
(iv)

Therefore,

the 21f per bloom Increase in the

retail price of roses In 1982 did not adversely affect the retail sales
volume of roses, which Increased by 7.2%.
(v) S. 1296 would increase the tariff on imported
roses by 167-points during the period November through Nay, and by 91points the rest of the year.

The average unit customs value of roses
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Therefore the increase In duty

during November through Nay would 3.20 per bloom, and the balance of the
year, 1.8f per bloom. Obviously, the effect of this amount of duty Increase would be negligible, as shown by the fact that the 21f per bloom
Increase In the retail price of roses in 1982 did not curtail sales of
roses, which increased by 7.2%.
10.

Conclusion.

The Subcommittee has compelling reason to

approve S. 1296. The arguments against Its approval are without merit.

Respectfully submitted,

Roses Incorporated

ne L. Stewart
Special Counsel
James C. Krone
Executive Vice President
October 21, 1983.

326
Senator

DANFORT11.

Mr. Von Bargen and Mr. Haight.

STATEMENT OF EDWARD VON BARGEN, PRESIDENT, FLORISTS'
TRANSWORLD DELIVERY ASSOCIATION, SOUTHFIELD, MICH.
Mr. Vox BARorN. Good morning, Mr. Chairman and members of

the committee.
For the record, I am the owner and operator of Entenmann's Florist in Jersey City, N.J. With me today is Mr. Gordon Smith of the Hill
& Knowlton firm, our Washington representative.
I serve as president of Florists' Transworld Delivery Association, on
whose behalf I appear today..FTD is the Nation's oldest and largest
intercity florist delivery service. It is a member-owned cooperative
whose 20,000 U.S. members are located in every State and virtually
every city and town in the United States. The majority of our owners
are still family owned small businesses.
In opposition to S. 1296, a bill to increase the tariff on imports of
cut roses, I wish to make the following points:
Since 1979, Roses, Inc., an association of domestic rose growers representing about 80 percent of the doineslic producers, has sought trade
restrictions in a variety of forums, failing in all important particulars,
including an escape clause action. In S. 1296 they are asking Congress
to do what the duly authorized agencies of government refused to do.
The purpose and effect of thisbill can only be to drastically limit
supplies and increase prices of a special purpose flower that is utterly
essential to our retailers and to the consumer.
FTD has consistently opposed special interest tariff legislation on
cut roses, as in S. 2466 in the 97th Congress, on the demonstrable
grounds that it would work a substantial hardship in terms of price
and availability on retailers and the consumer of roses.
Economic indicators point to an unprecedented growth in our industry in the next decade. With a constantly expanding market, there
is no need for protective devices which can only result in eventually
pricing roses beyond the consumers' willingness, and in fact beyond
their ability, to purchase them.
FTD is spending much more than $12 million this year to promote
the sale of cut flowers and plants at the consumer level. The domestic
rose industry, like any other product groups in this area, benefit from
this retailer-supported program. All other consumer promotion in this
industry put together is less than one-third the size and scope of the
FTD program. Roses, Inc., does little or no direct consumer advertising, to our knowledge.
In 1981 the Congress approved an industry promotional program
to be carried out under the Department of Agriculture's supervision.
This program, called Floraboard, will be put to an industry referendum shortly. It would be inconsistent for Congress to decrease supplies
of roses by hiking tariffs, while at the same time giving its blessing to
measures likely to increase consumption of roses and other cut flowers
and plants.
The two-tiered tariff approach in S. 1296 would apply the 24percent rate of duty to imported roses at times when demand and
prices-November through June-are already at their yery peak in thb
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U.S. market, thus heightening even further the adverse impact on the
consumer.
The current tariff of 8 percent on cut flowers is a "bound" duty,
arrived at in multilateral trade negotiations. As stated by the USDA
in House hearings on this bill last year and this year, any unilateral
action by the United States to increase the duty on roses would mean
the United States would owe compensation to the countries affected.
S. 1296 seeks to exact reciprocity on a commodity basis by tying the
U.S. rate to the Common Market duty, a concept not generally accepted in international trade law.
The bill would put Congress back into the business of legislating
specific commodity rates a practice it rave up many years ago, and
which the International Trade Commission, formerly the Tariff Commission, was set up to avoid.
Sir, on behalf of the 20,000 FTD members, I thank you for this
opportunity and the interest you have in this matter.
Senator DANFORTH. What would be the effect of this on a dozen
roses, retail I
Mr. STEWART. The effect on the landed cost of roses coming into the
United States in a 6-month period November through May would
be an additional 3 cents import duty. The average landed cost in
1982 was 20 cents per bloom. Adding 3 cents to that would bring it up
to 23 cents. The wholesaler usually marks up his cost by about 30 percent, so that he would be selling his flowers to the retailer, let us say,
at about 40 cents a bloom.
The retailer then takes a 300-percent markup on the rose. A rose
that the wholesaler sells to him for 40 cents, he will sell for not less
than $1.20 a bloom. There is a very substantial margin added by the
retailer.
And the significant thing Senator, is that the wholesalers who sell
both domestic and imported roses, and those that compete with each
other, do not apportion their price by the amount of duty that is paid.
The imported roses undersell the domestic roses and the wholesalers
sell both domestic and imported roses to the retaiers at the same price.
There would be no effect on an increase in duty at the retail level;
but because it would make us more competitive at the wholesale level,
we would have a better chance to get wholesalers to purchase domestic
rather than imported roses.
Senator DANFORTH. Did you say it would have a zero effect on the
retail price of roses
Mr. STEWART. Correct, sir.

Senator DAmroimTH. Do you agree with that, Mr. Von Bargen I
Mr. VoN BAROEN.o I don't. We find, in preliminary investigations, after the series of markups taken by the wholesaler and the retailer it could result in up to a 25-percent increase in the retail price,
especially at peak demand times during the holidays.
Senator DANFORnr. Gentlemen, thank you very much.
[The prepared statement of Edward Von Bargen follows :j
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October 21, 1983
STATEMENT OF
Edward Von Bargen, President
Florists' Transworld Delivery Association
Southfield, Michigan
before the
Subcommittee on International Trade

Senate Finance Committee

Mr. Chairman and members of the Committee:
For the record, I am the owner and operator of Entenmann's Florist,
Jersey City, New Jersey. I am president of Florists' Transworld Delivery,
on whose behalf I appear today. FTD is the nation's oldest and largest
intercity florist delivery service. Itis a member-owned cooperative,
whose 20,000 U.S. members are located in every state and virtually every
city and town in the U.S. The majority of our members are still familyowned small businesses.
Inopposition to S.1296, a bill to increase the tariff on imports of
cut roses, I wish to make the following points:
1. Since 1979, Roses, Inc., an association of domestic
rose growers representing about 80 percent of domestic
producers, has sought trade restrictions in a variety
of forums, failing in all important particulars including
an escape clause action. In S.1296, they are asking
Cogress to do what the duly authorized agencies of
government refused to do.
2. The purpose and effect of this bill can only be to
drastically limit supplies and increase prices of a
special purpose flower that is utterly essential to
our retailers and to the consumer.
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3. FTD has consistently opposed special interest tariff
legislation on cut roses (S.2466 inthe 97th
Congress) on the demonstrable grounds that it
would work a substantial hardship interms of
price and availability on retailers and consumers
of roses.
4. Economic indicators point to an unprecedented
growth inour industry inthe next decade.
With a constantly expanding market, there isno
need for protective devices which can only result
in eventually pricing roses beyond the consumer's
willingness, or even ability, to purchase them.
5. FTD isspending more than $12 million this year
to promote the sale of cut flowers and plants at
the consumer level. The domestic rose industry,
like other product groups, benefits from this
retailer-supported program.

All other consumer

promotion in this industry put together is less
than one-third the size and scope of the FTD
program.

Roses, Inc. does little or no direct

consumer advertising to our knowledge.
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6. In 1981 Congress approved an industry promotional
program to be carried out under Department of
Agriculture supervision.

This program, called

Floraboard, will be put to an industry referendum
shortly.

It would be inconsistent for Congress to

decrease supplies of roses by hiking tariffs, while
at the same time giving its blessing to measures
likely to increase consumption of roses (and other
cut flowers and plants).
7. The two-tiered tariff approach in S.1296 would
apply the 24 percent rate of duty to imported
roses at times when demand and prices (NovemberJune) are already at their very peak in the U.S.
market, thus heightening even further the adverse
impact on the consumer.
8. The current tariff of eight percent on cut flowers
is a "bound" duty, arrived at in multilateral trade
negotiations.

As stated by the USDA inHouse hearings

on this bill last year and this year, any unilateral
action by the U.S. to increase the duty (on roses)
would mean the U.S. would owe compensation to other
countries affected.
9. S.1296 seeks to exact reciprocity on a commodity
basis (by tying the U.S. rate to the Common Market
duty), a concept not generally accepted in
international trade law.
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10. The bill would put Congress back into the
business of legislating specific commodity
rates, a practice itgave up many years ago,
and which the Tariff (International Trade)
Commission was set up to avoid.

On behalf of 20,000 FTD members, I thank you for your interest in
this matter.

-0-
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Senator DAN-FORTH. The next bill is S. 1411. Mr. Methenitis.

STATEMENT OF WILLIAM A. METHENITIS, STRASBURGER &PRICE,
DALLAS, TEX., REPRESENTING THE DALLAS'/PORT WORTH REGIONAL AIRPORT
Mr. MENTHENrris. Mr. Chairman, I would like to thank you for

the opportunity to express the support of a number of Texas organizations for S. 1411, which has been passed by the House as section 211(b) of H.R. 3398.
With me is Mr. Steve Creskoff, who is with the National Association of Foreign Trade Zones, which has also filed a statement in support of S. 1411.
S. 1411 does not alter the existing state of the law. It is merely a
restatement of the current status of the law. It tracks the recent Supreme Court decision in the Xerox case right down the line.
Senator Bentsen has introduced and Senator Tower has copsonsored
this bill to remedy a particular problem that exists in the State of
Texas. While a number of other States have taken local measures to
express the Federal preemption of ad valorem tax in foreign trade
zones, the Texas constitution prohibits that kind of statute from being
enacted in Texas. This has resulted in businesses coming to Texas and
looking at foreign trade zones and inquiring what the ad valorem tax
status is- and zone operators being required to respond, "Well, it's
covered. Talk to our lawyers; they will tell you all about the good case
law we've got." Businesses aren't particularly interested in the "good
case law we've got," they want some solid answers.
The current status in the State of Texas is that there has not been
an assessment of tax; its just that this current unsettled nature, because of being required to rely on case law, has discouraged businesses from going to Texas foreign trade zones.
Under the Texas system, if an ad valorem tax was assessed, the company would be required to pay that tax and then go to court and file
suit to obtain a refund. This essentially forces a business to litigate
to secure an ad valorem tax exemption to which it is already entitled.
The enactment of S. 1411 would eliminate the possibility that businesses looking to move into Texas foreign trade zones would have to
buy a lawsuit to begin operations. By merely clarifying the existing
state of the law, S. 1411 can provide the businesses the certainty they
need to locate in a Texas foreign trade zone.
The bill simply would present a clear expression of the law which
could be easily understood by both businesses and the multitude of
local Texas taxing authorities.
Thank you.

Senator DANFORTH. Thank you.

[The prepared statement oI William Methenitis follows :]
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STATEMENT OF WILLIAM M. METHENITIS
ON BEHALF OF THE DALLAS/FORT WORTH REGIONAL AIRPORT BOARD
IN SUPPORT OF S. 1411
Businesses are being discouraged from locating in Texas
foreign trade zones because of a Texas Constitutional quirk
that leaves uncertain the possibility that their inventories, while in foreign commerce, would be subject to ad valorem tax assessment by local authorities.

The Dallas/Fort

Worth Regional Airport Board, the grantee of Foreign Trade
Zone No. 39, believes S. 1411 will remedy the existing problem and encourage the development of foreign trade zones.
Source of the Problem.

Congress has preempted state

and local taxation of foreign-origin goods and domesticorigin goods destined for export that are located in foreign
trade zones.

Acknowledging this Federal preemption, most

state and local authorities have taken action to prohibit
local authorities from assessing ad valorem tax on foreign
trade zone inventory.

Texas authorities have been unable to

take such measures, however, because the Texas Constitution
prohibits the exemption of.items not specifically listed in
the Texas Constitution.
Despite the Texas Constitutional prohibition of formally stating the exempt status of foreign trade zone inventory, Texas taxing authorities have generally recognized the
Federal preemption.

The taxing authorities withjurisdic-

tion over the Dallas/Fort Worth Foreign Trade Zone, for example, have never attempted to assess foreign trade zone
inventory.

Actual taxation is not the problem.
-2-

It is the
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threat of taxation, which would require a business to litigate in order to secure the ad valorem tax exemption to
which it is entitled, that is inhibiting the business development of Texas foreign trade zones.

Businesses consi-

dering locating in Texas foreign trade zones must consider
the contingent expense of "buying a lawsuit," a cost that is
neither warranted nor necessary.

This was certainly not the

intent of Congress in establishing foreign trade zones.
Current Status of the Law.

S. 1411 is a clarification

of existing law, a point made clear in light of the recent
Supreme Court decision in Xerox Corporation v. County of
Harris, Texas,

__

U.S.

,

74 L.Ed.2d 323, 103 S.Ct.-

(1982), which holds that ad valorem taxation of inventory in
a bonded warehouse (a statutory predecessor to a foreign
trade zone) has been Federally preempted.

Despite this

strong statement of preemption by the Supreme Court, the
problem still exists.

Under the Texas system, if a local

authority decided to assess the foreign trade zone inventory
of a local business that business would be required to pay
the assessment and sue the taxing authority for refund.
The Solution.

The enactment of S. 1411 would solve the

existing problem by simply clarifying the existing Federal
preemption of ad valorem taxation of foreign trade zone inventory.

This clarification would provide businesses with

the certainty they need in order to make the decision to
locate in a foreign trade zone.

-3-
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Benefits to the National Economy.

Foreign trade zones

have been created by Congress to increase export/re-export
trade and import substitution, the manufacturing or assembling of goods in U.S. foreign trade zones that would otherwise be done in foreign countries.

By enhancing the

development of foreign trade zones, S. 1411 will create
jobs, many of which are currently lost to foreign workers.
The national economy will directly benefit from these jobs,
and from the capital investment created by the expansion of
foreign trade zones.
National Uniformity in International Commerce.
National uniformity in the area of foreign commerce has
consistently been a goal of Congress.

Achieving the desired

national uniformity in foreign commerce has not been
possible at the state or local levels because of the Texas
Constitutional provisions dealing with ad valorem taxation.
By clarifying the existing preemption S. 1411 provides the
desired national uniformity, and encourages the development
of foreign trade zones.
Conclusion.

The Dallas/Fort Worth Regional Airport

Board unconditionally supports the passage of S. 1411.

We

believe that S. 1411, by merely clarifying the existing
Federal preemption of ad valorem taxation of foreign trade
zone inventory, will enhance the development of all foreign
trade zones and fulfill the Congressional intent in

-4-
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establishing foreign trade zones of creating new jobs and
encouraging capital investment.
William M. Methenitis
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Senator

DANFORTH.

Mr. MrETENITIs.

Does the State of Texas support this?

Yes; they do.

Senator DAN;FORTH. Thank you very much.
Now we have S. 1642. Mr. Thomas.
STATEMENT OF ALTON F. THOMAS, MARKETING DIRECTOR,
W. R. WEAVER CO., EL PASO, TEX.
Mr. THomAs. Good morning, Mr. Chairman and members of the
committee.
My name is Alton F. Thomas, marketing director of the W. R.
Weaver Co. in El Paso, Tex. I am accompanied today by Susan Esserman, our legal counsel here in Washington.
We are manufacturers of telescopic rifle scopes and accessories,
which are virtually 100 percent Amferican made. We have been in
business since 1933 and employ approximately 400 people in our El
Paso location.
I am speaking for our company and its labor union in opposition
to S. 1642, which would eliminate the 20-percent import duty on all
imported rifle scopes valued at $50 or less.
As we interpret this bill, this would include virtually every Japanese-made scope currently imported into the United States.
I am also authorized to speak for the other three major domestic
manufacturers of rifle scopes. They are Leopold & Stevens, located
in Beaverton, Oreg.; Redfield, located in Denver, Colo., a subsidiary
of the Brown Group; and Burris, located in Greeley, Colo. They all
feel that the passage of this bill would be injurious to the American
rifle scope industry.
Even with the existing 20-percent duty on imported rifle scopes in
place, the Japanese have been able to capture an approximate 40-percent share of the U.S. market. This they have been able to accoml ish
because of the nature of their industry and the significantly lower labor
rates in Japan. This enables them to sell comparable products at prices
up to 25 percent less than ours.
Our labor rates are modest by U.S. standards, but since rifle scopes
are labor intensive, we are at a distinct disadvantage.
Without the 20-percent duty, the Japanese would have an almost
insurmountable advantage over the U.S. manufacturers.
Since the W. R. Weaver Co. competes more directly on a price basis
than the other U.S. manufacturers, we would be more immediately
vulnerable to a reduction in this duty. In fact, it is doubtful that our
company could survive.
Without the W. R. W eaver Co. to compete with, the Japanese could
then go after the other U.S. manufacturers who sell higher priced
products and eventually eliminate all U.S. competition, as they have
done in so many other industries.
Weaver is the only fully integrated rifle scope manufacturer in the
United States and could be quickly converted to the manufacture of
military optics in a time of national emergency. Just this month we
are shipping 100 of our sophisticated T-scopes to the U.S. Marines.
This asset would of course be lost if Weaver goes out of business.
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Thank you very much.
(The prepared statement of Alton F. Thomas follows;)
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STATEMENT OF
ALTON F. THOMAS
MARKETING DIRECTOR
W. R. WEAVER COMPANY
INTRODUCTION

W. R. Weaver Company submits this statement in
opposition to S. 1642, which would eliminate the tariff on
telescopic sights for rifles valued at $50 or less.

if

enacted, this bill would have a devastating impact on the'
domestic rifle scope industry.

It would exacerbate the injury

already suffered by W. R. Weaver Company and the other domestic
rifle scope producers as a result of loss of sales to lowpriced imports, and would lead to a further decline in sales
and production, severe financial losses, and significant
unemployment.

Indeed, the effect of passage of this bill would

be to jeopardize Weaver's existence.

BACKGROUND

W. R. Weaver Company was started fifty years ago by
Bill Weaver, who designed and manufactured the first rifle
scopes at prices affordable to the average American sportsman.

Since 1968, Weaver has been a wholly-owned subsidiary of

Olin Corporation.

Throughout its history, Weaver has

maintained a reputation for quality products at affordable
prices.

The Company has produced more rifle scopes than any

other manufacturer in the world.

Weaver was the only supplier

of telescopic rifle scopes to the United States Army durinq
World War II. In addition, during the past few decades, it has
supplied rifle scopes to, or has advised, the Army, Navy,
Marines and Secret Service.
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-2Today Weaver is the largest and only fully integrated
domestic rifle scope manufacturer.
400 workers.

The Company employs nearly

Weaver's machinery and equipment are techno-

'logically advanced, and its production processes are very
efficient.

For example, its spherical optics equipment and

production processes are state-of-the-art technology.
However, even though Weaver is more technologically
advanced and its products are of higher quality than the import
competition, the Company has been severely injured during the
last few years from loss of sales to low-priced Japanese and
Korean imports.

The Department of Labor determined that during

1980 imports had contributed importantly to a decline in
Weaver's sales and production and the layoff of its workers.
Since 1980, import penetration has continued to
increase at great cost to Weaver, whose output and sales have
declined further.

Imports have captured a 40 percent share of

the market, and the Japanese share of the imports is by far the
largest.

As a consequence, for the first time in its history,

Weaver incurred substantial losses in 1982 and the first half
of 1983.

During this same time period, Weaver was forced to

lay off an additional 180 employees.
Although the quality of Jaoanese and Korean imports
is inferior to U.S. products, these imports sell well because
they are priced significantly below U.S. prices.

Korean

imports have been entering the country duty-free under the
Generalized System of Preferences ("GSP").

Because of this
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- 3 advantage with respect to duty, Korean imports have even
underpriced Japanese imports.
Even with the twenty percent tariff currently in
effect, the prices of Japanese imports are less than the
lowest-priced American products. While the Japanese may be
dumping, a substantial reason for the price disparity appears
to be the difference in Japanese and U.S. labor costs.
Japanese (and Korean) rifle scope manufacturing is a cottaqetype industry that employs relatively few full-time workers.
Most of the companies subcontract with temporary employees for
the manufacture of parts and lenses.

These temporary employees

work on a piece-rate basis and contract to produce a certain
number of parts, regardless of the hours actually worked.
While the wages Weaver pays to its employees are moderate in
U.S. terms, they greatly exceed wages paid Japanese or Korean
workers and are paid to many more full-time employees.

Because

rifle scope manufacturing is very labor intensive, the cost
difference due to labor alone is significant.

EFFECT OF PASSAGE OF S. 1642

If enacted, S. 1642 would lead to a substantial
decrease in prices of Japanese rifle scopes.

The proposed

legislation, which would apply to all rifle scopes valued at
$50 or below, would cover virtually all Japanese imports.
Elimination of the present twenty percent tariff can be
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-4expected to lead to a price decrease of some seventeen percent
at the retail level.
If the Japanese were to enjoy this added price
advantage, Weaver products would be even less competitive with
Japanese imports.
volume of business.

As a result, Weaver would lose a tremendous
Given its already weakened financial

position due to the import competition, the Company would not
likely survive.

At a minimum, Weaver would have to cut back

drastically its production and work force.

Since the unem-

ployment rate in El Paso is nearly eleven percent, it would be
-very difficult for these laid-off Weaver workers to find new

employment.
Moreover, if Weaver did not survive, the Department
of Defense would be deprived of a valuable resource.

Our

national defense is enhanced by maintaining an active optical
sight manufacturer with engineering experience and operational
ability to convert rapidly to the production of military
sights.
Finally, the other domestic manufacturers --

Redfield

Company, Leupold & Stevens, Inc., and Burris Company, Inc.,

--

who also strongly oppose S. 1642, would be adversely affected
as well.

Because of sales and revenues lost to imports, these

companies would be forced to lay off substantial numbers of
employees.
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W. R. Weaver Company urges the Subcommittee to reject
S. 1642, because it threatens the existence of Weaver and,
indeed, the entire domestic industry. These dire consequences
should be viewed in light of the fact that the major beneficiary of this legislation is the Japanese rifle scope industry. The current tariff is necessary to permit the domestic
manufacturers to pay their workers commensurate with the
standard of living in the United States and to enable them to
continue to supply the civilian and military needs of this
country.
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Senator DANFOET.

Thank you very much, sir.

I am told that on S. 1296 Mr. Haight was here to testify, and I
inadvertently neglected to call on him. Is Mr. Haight here?
Mr. Haight, I apologize to Iou. I just totally missed you on the
list of people who were name to testify on S. 1296. It would be a
dreadful thing if you came here all the way from Miami and didn't
have your time at bat. So, thank you very much.
Mr. HAIGHT. Well, Senator, no apology is necessary; I understand.
And thank you for the opportunity.
STATEMENT OF DWIGHT HAIGHT, PRESIDENT, ASSOCIATION OF
FLORAL IMPORTERS OF FLORIDA
Mr. HAIGHT. My name is Dwight Haight and I am the president of
the Association of Floral Importers of Florida. I am accompanied
today by Thomas A. Rothwell, Jr., counsel for our association.
Since I have already submitted written testimony, I would like to
simply summarize the reasons why our association opposes Senate
bill 1296.
First, 1296 represents a direct attack on the historic free-trade
philosophy of the United States. This bill would erect trade barriers
at the very time when the U.S. Government is pressing our international trading partners to eliminate unfair and restrictive trade
practices.
Second, 1296 would artificially increase the cost of cut roses to the
American consumer while at the same time limiting their supply.
Creating artificial trade barriers only serves to protect the ineffciencies for which the domestic consumer ultimately pays.
Third, 1296 would have a devastating effect upon the association's
member companies employment of over 700 people and the thousands
more employed in related industries throughout the State of Florida.
Enactment of S. 1296 would place these U.S. companies, many of
whom are small businesses, in financial jeopardy and would have a
disastrous effect on the south Florida economy.
Finally, one positive step has been taken recently when the Floral
Promotion Board, Floraboard, whose membership includes both domestic producers and cut flower importers, was created. Its aim is
to increase the U.S. consumption of cut flowers through generic
promotion and advertising to bring the U.S. per capita purchases up
to the level of Western European nations.
It seems to me that the domestic rose industry should be putting
its effort forth into Floraboard as an increase in the market for cut
flowers would benefit our entire industry.
Thank you for the opportunity to present these comments.
Senator DANFORTH. Mr. Haight, thank you very much, and thank
you for your patience.
Mr. IHAIGHT. Thank you.

[The prepared statement of Dwight Haight follows :]
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TESTIMONY OF DWIGHT HAIGHT, PRESIDENT
ASSOCIATION OF FLORAL IMPORTERS OF FLORIDA
BEFORE THE FINANCE COMMITTEEo
SUBCOMMITTEE ON INTERNAT 1NAL TRADE
US. SENATE, OCTOBER 2, 1983

GOOD MORNING, MR. CHAIRMAN AND MEMBERS OF THE
SUBCOMMITTEE.

MY NAME IS DWIGHT HAIGHT.

I AM PRESLDENT OF THE

ASSOCIATION OF FLORAL IMPORTERS OF FLORIDA.

SINCE YOU ALREADY

HAVE MY WRITTEN TESTIMONY* I WOULD SIMPLY LIKE TO SUMMARIZE THE
REASONS WHY OUR ASSOCIATION OPPOSES S-1296,

1ST, S-1296 REPRESENTS A DIRECT ATTACK UPON THE
HISTORIC FREE TRADE PHILOSOPHY OF THE UNITED STATES.

THIS BILL

WOULD ERECT TRADE BARRIERS AT THE VERY TIME WHEN THE U.S.
GOVERNMENT IS PRESSING OUR INTERNATIONAL TRADING PARTNERS TO
ELIMINATE UNFAIR AND RESTRICTIVE TRADE PRACTICES.
2ND, S-1296 WOULD ARTIFICIALLY INCREASE THE COST OF
CUT ROSES TO THE AMERICAN CONSUMER, WHILE AT THE SAME TIME#
LIMIT THE SUPPLY.

CREATING ARTIFICIAL BARRIERS TO TRADE ONLY

SERVES TO PROTECT INEFFICIENCIES FOR WHICH THE DOMESTIC
CONSUMER ULTIMATELY PAYS.
3RD, S-1296 WOULD HAVE A DEVASTATING EFFECT UPON THE
ASSOCIATION'S MEMBER COMPANIES EMPLOYMENT OF OVER 700 PEOPLE,
AND THE THOUSANDS MORE EMPLOYED IN RELATED INDUSTRIES
THROUGHOUT THE STATE OF FLORIDA.
PLACE THESE U.S. COMPANIES,

ENACTMENT OF S-1296 WOULD

MANY OF WHOM ARE SMALL BUSINESSES,

IN FINANCIAL JEOPARDY AND WOULD BE DISASTROUS TO THE FLORIDA
ECONOMY.
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-2FINALLY, ONE POSITIVE STEP HAS RECENTLY BEEN TAKEN
WHEN THE FLORAL PROMOTION BOARD, FLORABOARD, WHOSE MEMBERSHIP
INCLUDES BOTH DOMESTIC PRODUCERS AND CUT FLOWER IMPORTERSo WAS
ITS AIM IS TO INCREASE U.S. CONSUMPTION OF ALL CUT
FLOWERS THROUGH GENERIC PROMOTION AND ADVERTISING TO BRING U.S.
PER CAPITA PURCHASES UP TO THE LEVEL OF THE WESTERN EUROPEAN
CREATED.

IT SEEMS TO ME THAT THE DOMESTIC ROSE INDUSTRY SHOULD
BE PUTTING ITS EFFORT INTO FLORABOARD, AS AN INCREASE IN THE
MARKET FOR FLOWERS WOULD BENEFIT THE ENTIRE INDUSTRY.
NATIONS,

THANK YOU FOR THE OPPORTUNITY TO PRESENT MY COMMENTS.
I WILL BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE.

28-805 0 - 84 - 23
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Senator DANFORTH. Finally, S. 1853. Mr. Legnon.
Mr. Legnon also will be the last witness in a long morning of an
innumerable number of bills.
We appreciate your patience.
STATE

ENT OF EDWIN LEGNON, VICE PRESIDENT, GULF FLEET
MARINE INC., NEW ORLEANS, LA.

Mr. LEONON. Thank.you, Mr. Chairman. I also appreciate the op.
portunity to be here this morning to present my testimony in support
of Senate bill 1853.
MY name is Edwin Legnon, and I'm vice president of Gulf Fleet
Marine Corp., which is headquartered in New Orleans. We are a subsidiary of Pott Industries out of St. Louis, Mo. Pott Industries in turn
is a subsidiary of Houston Natural Gas Corp. with headqarters in
Houston, Tex.
Gulf Fleet owns and operates 150 seagoing tugs, supply, towing
supply vessels, crew and utility boats, and deck barges in the United
States and overseas. Our vessels perform a variety of services related
to the exploration and development of offshore oil and gas. They carry
pipe, crews, and other supplies to offshore mobile driving units and
offshore production facilities. They also have two drilling units to
drill sites and assist in positioning and anchoring these large offshore
drilling facilities.
Speak not only for Gulf Fleet but also for the offshore service corn
panes, TideWater, Seahorse Inc., Offshore Logistics, Otto Candies,
and member companies of the Offshore Marine Services Association,
which is a New Orleans based trade association representing companies
like Gulf Fleet. We endorse and urge the enactment of S. 1853, to
amend the Tariff Act of 1930, to exempt from duty equipment and repairs to certain vessels.
American Petrofina, a Dallas-based integrated oil company which
operates tankers, and Sea-Land Industries, Inc the largest U.S.-flag
blue-water shipping company, also support S. 1853, andI understand
both of them will submit statements for the record.
Under current law, 19 U.S.C. 1466. there is a 50-percent ad valorem
duty on repairs made ovearseas on a U.S. vessel.
For example, if a gulf coast company's offshore supply vessel returns
to a U.S. port after 10 years overseas, the company must pay
the U.S.
Government a duty equal to 50 percent of the company's repair costs
while the vessel was overseas. This exposure to duty has influenced
our decision at Gulf Fleet to sell at least two of our vessels overseas
and place them under foreign flag rather than return the vessels to the
United States and risk payng the duty. Pure economies dictated our
decision that we sell the vessels rather than bring them back to the
United States, and I know this has occurred in other companies in our
industry.
Subsection (e) of 19 U.S.C. 1446, however, exempts vessels that do
not carry property or persons, such as a mobile drilling unit, from the
50-percent duty if the exempted vessel was overseas for 2 or more years.
But if the vessel incurred repairs within 6 months of departing a U.S.
port, then the vessel is subject to the 50-percent ad valorem duty on
those repairs.
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S. 1858 would amend the current law exemption by extending its
provisions to all U.S.-flag vessels, plus an additional limitation that
the exemption would not apply to those vessels not previously exempted which left the United States for the purposes of obtaining repairs.
The reasons for enacting S. 1853 are several. First, when a vessel
is overseas for 2 or more years, it is unreasonable as well as uneconomical for that vessel to return to the United States for routine and
special repairs.
Another reason is that when a U.S. vessel is overseas many years,
current law is very difficult to administer. Frequently it will take 2
or 8 years after the vessel arrives back in the United States to determine the 50- ercent ad valorem duty. Tracking down the invoices and
other records for these repairs while made overseas requires an extended period of time and may take up to 1 to 2% years, just to
gather those records.
Finally, current law exempting vessels which do not carry passengers or property, if overseas for 2 or more years, has spawned numerous disputes and expensive litigation. For example, a tug or a
vessel used primarily as a tug overseas might be exempt because it
does not carry property or persons. A vessel of the same type as a
tug but used frequently to carry supplies may be liable for the duty.
Obviously, when a vessel has had a mixed use overseas, confusion and
disputes arise when the Treasury Department tries to administer current law.
In conclusion, Mr. Chairman, the present 50-percent ad valorem
duty on repairs on U.S. vessels overseas for more than 2 years serves
no purpose, and it very difficult to administer.
r thank you very much.
[The prepared statement of Edwin K. Legnon follows :]
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Statement of Edwin K. Legnon
on S. 1853

MR. CHAIRMAN, and members of the International Trade
Subcommittee, my name is Edwin K. Legnon. I am the Vice
President - Legal and Administration, of Gulf Fleet Marine
Corporation, headquartered in New Orleans, Louisiana. Gulf
Fleet is a subsidiary of Potts Industries of St. Louis,
Missouri, and Pott is in turn a subsidiary of Houston
Natural Gas Corporation, which is headquartered in Houston,
Texas.
Gulf Fleet owns and operates 150 seagoing tugs, supply,
towing supply vessels, crew and utility boats, and deck
barges in U.S. waters and overseas. Our vessels perform a
variety of services related to the exploration and
development of offshore oil and gas. They carry pipe,
crews, and other supplies to offshore mobile drilling units,
and offshore production facilities. They also tow drilling
units to drill sites, and assist in positioning and
anchoring these large offshore drilling facilities.
I speak not only for Gulf Fleet, but also for the
offshore service companies, Tidewater, Seahorse, Inc,
Offshore Logistics, Otto Candies, Inc. and the member
companies of the Offshore Marine Services Association, a New
Orleans based trade association representing companies like
Gulf Fleet. We endorse, and urge the enactment of S. 1853,
to amend the Tariff Act of 1930 to exempt from duties,
equipments and repairs to certain vessels.
American Petrofina, a Dallas based integrated oil
company which owns tankers, and Sea-Land Industries, Inc.,
the largest U.S. flag blue-water shipping company, also
support S. 1853. I understand they both will submit
statements for the record, Mr. Chairman.
Under current law (19 U.S.C. 1466) there is a 50% ad
valorem duty on repairs made overseas on a U.S. vessel.
For example, if a Gulf Coast company's offshore supply
vessel returns to a U.S. port after 10 years overseas, the
company must pay the U.S. government a duty equal to 501 of
the company's repair costs while the vessel was overseas.
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(2)
This exposure to duty has influenced our decision to sell at
least two of our vessels overseas and place them under
foreign flag rather than return them to the U.S. and risk
paying the duty. Pure economics dictated that we sell the
vessels rather than bring them back to the U.S. I know this
has occurred at other companies in our industry.
Subsection (e) of 19 U.S.C. 1446, however, exempts
vessels that do not carry property or persons, such as a
mobile drillinq unit from the 50% duty if the exempted
vessel was overseas for 2 or more years; but if that vessel
incurred repairs within 6 months of departing a U.S. port,
then the vessel's owner is subject to the 50% ad valorem
duty on those repairs.
S. 1853 would amend the current law exemption
extending its provisions to all U.S. flag vessels,
additional limitation that the exemption would not
those vessels, not previously exempted, which left
for the purpose of obtaining repairs.

by
plus an
apply to
the U.S.

The reasons for enacting S. 1853 are several. First,
when a vessel is overseas for 2 or more years, it is
unreasonable, as well as uneconomical, for that vessel to
return to the U.S. for routine and special repairs.
Another reason is that when a U.S. vessel is overseas
many years, current law is very difficult to administer.
Frequently, it takes 2 to 3 years after a vessel arrives in
a U.S. port to determine the 50% ad valorem duty. Tracking
down the invoices of all repairs made overseas during an
extended period of time may take 1-1/2 to 2-1/2 years.
Finally, current law, exempting vessels which do not
carry passengers or property if overseas for two or more
years, has spawned numerous disputes, and expensive
litigation. For example, a tug, or a vessel used primarily
as a tug overseas, might be exempt because it does not carry
property or persons. A vessel of the same type as a tug,
but used frequently to carry supplies, may be liable for the
duty. Obviously, when a vessel has had a mixed use
overseas, confusion and disputes arise when the Treasury
Department tries to administer current law.
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(3)
The revenue impact of this legislation is minor. The
limited exemption provided would result in a $2 to $3
million reduction in revenues to the Treasury on an annual
basis.
In conclusion, the present 50 ad valorem duty on
repairs on U.S. vessels overseas for more than 2 years
serves no purpose, and is very difficult to administer.
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Senator DAFIrHom. Thank you very much, sir. I appreciate your
patience and appreciate your being here.
Mr. LEONoN. Thank you.
Senator DAxFOrrH, That concludes the hearing.

Whereupon, at 12:16 p.m., the hearing was concluded.]

The following communications were made a part of the record:]
U.S. SENATE,

Wa"hngton, D.O., October 81, 1988.
Ohoairn, Suboommittee on International Trade,
Oommittee on Finanoe, Washington, D.C.
DcA JAoK: I am writing in support of S. 759, a bill that I am cosponsoring
with Senator Mitchell and which is a subject of your subcommittee's hearing
today. Similar legislation was favorably reported by the Committee on Finance
last year and has had the support of the entire domestic fishing industry, from
Alaska to Maine, for several years.
S. 759 would amend the Tariff Schedules of the United States by reducing
the current rate of $0.18 per pound plus 28.6 per cent ad valorem on imported
fish netting to 17 per cent ad valorem.
Although the bill would accelerate the reduction of tariff rates on imported
fish netting, as agreed to by the United States at the 1979 Tokyo Round Multi.
national Trade Negotiations, It would not create further tariff cuts. In fact,
tariffs on imported cotton and vegetable fiber netting have already been reduced
and this legislation only brings the tariff on synthetic netting into parity with
those rates. Also, its passage would continue to guarantee substantial tariff
protection to domestic net manufacturers who, from the standpoint of most
domestic fishermen, have been extremely slow in developing braided trawl netting, and certain monofilament gill-net twine, of a quality equal to that available
from overseas sources.
The issue of quality is important when considering tariff reductions for imported fish netting. Commercial fishermen can spend from $1,000 to $800,000 on
netting each year. The average ground-fishermen in Maine will spend as much
as $15,000 this year on netting alone, building the net himself in order to minimize
his costs. Although expensive, he will bear the current duty, which represents
nearly one-third of the net's total cost, because he simply cannot buy domestic
synthetic netting of the quality that he can purchase from overseas sources. We
should not continue to impose this additional high cost on our fishermen when
they have no real alternative to continuing to import high-quality fish netting.
The tariff should be immediately reduced to the lowest possible level.
The United States, under the provisions of the Magnuson Fishery Conservation
and Management Act, is committed to the development of a strong, competitive
fishing industry and to the full utilization of our important fishery resources.
While the U.S. has reduced tariff and non-tariff barriers to imported fishery
products, in the interest of free trade, we have maintained high tariff barriers
against the importation of gear which is necessary to the fisherman's ability to
make a profit.
As a result of these conflicting policies, the import duties on foreign fish netting
and nets consume as much as nine per cent of the profits made by American fishermen while, at the same time, the fisheries represent our fifth largest balance
of trade deficit, totaling nearly $8 billion.
The International Trade Commission (ITO), at my request, will soon begin investigating the effect of unrestrained fisheries product imports into the United
States. It is equally important that we also address the tariff impediments that
have been placed upon fish netting, and which have constrained the profits of
American fishermen, by immediately reducing those tariffs.
I would point out to the Subcommittee that, according to the ITC, the American
synthetic net industry only employs about 1,000 persons and the enactment of S.
759 would result in a loss of less than $6 million to the U.S. Treasury. Last year,
the American fishing industry employed over 800,000 persons and U.S. commercial
fisheries landings totalled more than $2 billion.
In the interest of fostering greater competition in the domestic fish netting
industry, promoting the continued development of our nation's fisheries, and in
view of the overall positive effect that this legislation would have on our economy
as a whole, I urge the Subcommittee to favorably report S. 759 to the full comRon. JOiix 0. DAifr0 ai,

mittee at its earliest convenience, so that passage may be assured this year.
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Thank you for the opportunity to comment on this issue which is so important
to the fishermen of Maine and the rest of the country.
With warm regards, I am
Sincerely,
WILLIAM S. COHEN,
U.S. Senator,
RIzMAxrs OF SENATOR DAvs DUaENBERGEB

Mr. Chairman, I appreciate the opportunity to submit these remarks on behalf
of S. 37 for the hearing record. I do not intend to address the technical aspects
of the bill. I believe the other witnesses can do that much more effectively than
I can.
I do want to mention the three concerns that prompted me to sponsor this
legislation. First and foremost is my role as chairman of the Health Subcommittee of Finance Committee. We should be seeking every means possible of
reducing health care costs which are still the fastest growing component of
the CPI. Health care cost inflation is still rising at a double-digit rate. Fair
treatment of these disposable materials will help us contain these spiraling costs.
Though the actual dollar impact may not be huge, I think the symbolic value
of attacking this health care cost problem on all fronts is very important.
Secondly, the matter of jobs is important to us all, I could not support this
measure if it meant a wholesale exporting of jobs away from the United States.
In fact the materials covered by S. 87 have only one level of value added outside the country, All other steps take place in the United States and a significant number of new Jobs are being created as production of these materials
in the United States is increased.
My final concern is that of equity. There is no reason why the materials
covered by S. 87 should be forced to pay substantially higher duties than almost
identical products with the exact name and use. I understand that Customs
must draw some very fine lines between products at certain times, but I do not
think that such a distinction is merited in this case.
Thank you again, Mr. Chairman, for the opportunity to add these remarks
to the hearing record.
STATEMENT OF SENATOR STROM

TnHUMOND

Mr. Chairman, I am pleased that your subcommittee is holding this hearing on
miscellaneous tariff bills pending before the Senate Finance "ommittee.
On January 27, 1983, I introduced S. 221, a bill to temporarily suspend until
June 80, 1986, the duty on certain menthol feedstocks. The feedstocks that this
bill concern are utilized by domestic manufacturers to produce synthetic menthol. A duty Is applied to these chemicals when they are imported to the United
States from West Germany. Since there are no domestic industries that produce
these particular feedstocks, this duty does not afford protection by any chemical
manufacturer in the United States. To the contrary, it imposes an unnecessary
economic burden on the United States menthol industry by increasing the production costs for that industry.
This unnecessary duty only compounds the problems that face our domestic
menthol industry. In 1977, when Mainland China was granted most Favored
Nation status, the duty on Chinese menthol fell from 500 per pound to 170 per
pound. This forced our domestic menthol producers to compete with highly subsidized and cheaply produced menthol imports. This situation coupled with
tariffs on menthol imports imposed by countries such as Japan, have placed our
domestic producers of menthol at a competitive disadvantage,
Mr. Chairman, there is a synthetic menthol plant located in Charleston, South
Carolina, which opened for operation in 1977. This plant is a single purpose facility designed only to produce menthol. The plant employs 47 South Carolinians,
and has an annual payroll of $1,100,000. However, the stability of this plant and
of the entire domestic menthol industry is being threatened by cheaply produced,
and often subsidized, menthol imports, as well as by burdensome trade barriers
abroad.
In order to preserve viability in our domestic menthol industry, it is important
that the present tariffs on certain menthol feedstocks be suspended.
I realize that this duty suspension does not represent a complete solution to
the numerous trade difficulties that our domestic menthol producers face today.
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However, it would allow America's menthol manufacturers to become more price
competitive with menthol imported from Mainland China. This will help preserve
America's menthol industry and the many jobs it represents. For that reason,
I am hopeful that the Finance Committee can favorably consider this bill, S. 221,
as part of the miscellaneous tariff bill that will be reported out of the Finance
Committee in the future.
STATEMENT OF SENATOR JOHN TowER

Mr. Chairman and distinguished members of the Senate Finance Committee,
I am pleased to have this opportunity to express my strong support for S. 1411,
a bill to provide that certain property held in foreign trade zones shall be
exempt from State and local ad valorem taxation. S. 1411 is very simply a
clarification of existing law that will remedy a gap in the national uniformity
of treatment of international trade.
Congress created foreign trade zones to make our country competitive in the
international marketplace. Local taxation of goods located in a foreign trade
zone would, of course, frustrate the congressional purpose. The Federal preemption of this type of taxation has been uniformly recognized9.utside of Texas.
However, because of restrictions in the Texas constitution, the formal recognition by the State of Texas is not possible.
The lack of a definitive statute in Texas has created a hesitation among
businesses that might otherwise use Texas foreign trade zones. A State statute
is, of course, not necessary to restate a Federal preemption. A State statute
would be merely gratuitous, to insure that local authorities comply with Federal
law. Without such a statute to show local assessors, however, businesses are
concerned that they will be forced to go to court in order to secure an ad valorem
tax exemption to which they are entitled. Although the recent U.S. Supreme
Court case of Xerox Corporation against Harris County seems to make the
state of the law clear, businesses do not like to operate based on how case law
would help them If they are forced to go to court.
By simply restating the existing Federal preemption of ad valorem taxation,
I believe S. 1411 will facilitate the development of foreign trade zones. In the
past 15 years, the number of Jobs in foreign trade zones has increased by 20
times, and the value of shipments through foreign trade zones has increased
to over $7 billion. I also believe this bill will further enhance the growth of
foreign trade zones, and by adding American value to goods manufactured or
assembled in foreign countries, the deficit in the balance of trade is reduced.
In my view, the enactment of S. 1411, by merely clarifying the existing Federal preemption of ad valorem taxation of Federal trade zone inventory, will
enhance the development of all foreign trade zones and fulfill the congressional
intent in establishing foreign trade zones, the creation of new jobs, and
encouragement of capital investment.
STATEMENT OF SENATOR JOHN W. WARNER

Mr. Chairman, First, I would like to thank you for holding this hearing.
I know that this is a large and difficult task that you are undertaking, but
it is important and I wish you well.
I am here to speak on behalf of S. 458, my legislation which imposes a onetenth of one cent per gallon duty on apple and pear juice imported ntcr this
country.
Between 1976 and 1981, the quantity of apple juice imported into the United
States grew from 34.88 million gallons to 71.39 million gallons. The 1981 import
quantity represents 10.67 million bushels of apples, just about equal to the total
apple production in the Commonwealth of Virginia for 1982. Though the 1983
figures are not in yet, because of the drought experienced by Virginia apple
growers, that figure will be somewhat smaller.
Foreign apple juice is imported in concentrated form for reconstitution in this
country. Thirty million gallons of this increase is from Argentina which shipped
18.86 million gallons in 1976 and 40.57 gallons in 1981.
The dramatic increase in apple juice imports are a major concern to U.S.
apple growers. Their concerns are magnified when we find that the government
of an exporting nation is providing a substantial subsidy to the processors and
exporters of that product. In meetings with apple growers, I have found a willing-
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ness to compete with growers in other countries on a fair basis, but a resentment

of having to compete with governments.
Such Is the case with Argentina. The Argentine government is subsidizing
its apple industry to develop exports at the expense of U.S. apple growers.
According to information from the Foreign Agriculture bervice, about 65 percent of apples for processing in Argentina go to concentrated juice. Most of this
concentrated juice is exported to the United States.
Export rebates for concentrated apple juice is 10 percent, plus 10 percent for
shipments through Puerto Madryn.
Additionally, export rebates of 15 percent have been used for certain periods.
Financial/commercial exchange rate mix for concentrated apple juice exports
give even more financial Incentives for exports.
It appears that the major problem confronting the U.S. apple Industry in this
situation Is the fact that the Tariff Schedule of the United States provides no
duty on apple and pear juice imported from countries which enjoy "Most Favored
Nation" designations. Imports of apple and pear Juice from countries not enjoying MFN designation are subject to a duty of 6 cents per gallon under T.S.U.S.
Item No. 165.15. Apple and pear Juice are the only Juice Imports free of duty
under the MFN category.
Because there is no tariff, at present the apple grower has no legal ability to
take this matter to the Department oi Commerce, and apple processors would
have to Initiate costly, time-consuming legal and administrative procedures be.
fore the International Trade Commission. I believe S. 458 will be speedier and
much less costly to address this problem.
I do not believe In high tariff barriers, and S. 458 Is not that kind of bill; the
amount of one-tenth of one cent Is only used to ensure that imported apple and
pear juice come under the same administrative procedures as other juices.
I hope that the Committee will report my legislation to the Senate and that
the Congress will move to pass It at the earliest opportunity.
Thank you, Mr. Chairman
CoMouzs OF TRX UxTm

STATz,
HOUSS OF RuzEszNTATIVZs,
Wasaptmonot
D.O., Ootobwr A0 IOU.

Hon. Tourte 0. DAOTr
,WDr
Chdtnr,
Siuboommittee 05 Iser MIonQI Trade
U.S. Sm.te,
Wau*Ingtos, D.A7
Dra M. CuimnwZ: I want to take this opportunity to offer my comments
on S. 759, a bill that would lower the tariff for certain fish netting and fish
nets. I understand that your Subcommittee will be holding a hearing on this
legislation on October 21st, and I would appreciate your making this letter part
of the Subcommittee record.
As you know, this legislation has been Introduced in previous sessions and Is
widely supported by the U.S. fishing industry, Including fishermen In Alaska. The
bill would accelerate an already scheduled tariff reduction on certain netting
material, thereby providing much needed relief for an Important domestic Indus.
try. For example, In the Alaskan salmon fishery alone, It Is estimated that each
salmon gillnetter would save $850 per year. While this sum may not seem sub.
stantlal, the Subcommittee should be aware that the rising cost of fuel and the
falling prices paid for fish have made any savings extremely important for an
economically successful fishing operation. Further, salmon gillnet vessels are
small vessels, 82 feet or less In length. Larger vessels, such as those used In New
England and In the developing groundfish fisheries off Alaska, could realize a
much larger saving If this bill Is enacted.
In 1976, the Congress passed the Fishery Conservation and Management Act
and established as a national policy the full development of our domestic fishing
Industry. While that development is now taking place, It has been slowed by
a variety of factors, Including the expense of harvesting unfamiliar species of
fish In unfamiliar waters using unfamiliar gear. Passage of this bill would be a
positive step In the direction of full development of the U.S. fishing Industry.
Mr. Chairman, I urge that you move expeditiously In passing this bill without
amendment so that the U.S. fishing Industry can continue to move toward the
goal of full development of the fisheries in our 200 mile tons.

Sincerely,

Don Yotme.
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Statement of the
American Apparel Manufacturers Association
Before the
Subcommittee on International Trade
of the
Senate Committee on Finance
October 21, 1983
Mr. Chairman, my pame is Stewart Boswell. I am Director of Government
Relations of the American Apparel Manufacturers Association (AAMA).
We
support S. 847, introduced by Senator Heinz and Section 121 of H.R. 3398.
The former would extend the existing duty suspension on imported raw down
and feathers for an additional five years; the latter, for three years.
Our preference is for S. 847.
AAMA is the central trade association for the American apparel industry
representing about two-thirds of domestic apparel production capacity. Its
membership is nationwide and includes all Items of apparel production. It's
down apparel division counts among its specific membership manufacturers of
down apparel products and their suppliers, the procesors of raw down and
feathers. It represents about 81% of domestic down apparel production.
The domestic down apparel industry consists of about 60 firms, most
of which are small companies employing less than 250 workers. They are
geographically scattered throughout the United States. Domestic production
of down parkas, Jackets, and vests Is averaging about 3.0 million units
annually with imports accounting for another 5 million units. Thus domestic
manufacturers are supplying only about a 40% share of the market.
The amount of domestically produced raw down and feathers continues to
be small. About three-fourths of the more than 20 million pounds normally
required to meet American manufacturing and processing needs must be obtained
from foreign sources where waterfowl food is more popular than in the
United States.
A continuation of the duty suspension In this case would lower the costs
to domestic manufacturers of down filled apparel and other articles and help
their competitive position with respect to imports, particularly Imports of
down coats, Jackets, and vests. The first duty suspension was passed by
Congress in 1974 and the second in 1980. H.R. 3398 and S. 847 would simply
continue the existing duty suspension.
This legislation is important to the down apparel segment.of our Industry,
and we would appreciate its favorable consideration by the Committee.
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ItWt42ndStret., Now York, NY 10036(212) 944-2230

STATEMENT OF
THE AMERICAN ASSOCIATION OF EXPORTERS AND IMPORTERS
TO THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE

on the subjects of:
S. 722

-

amending the Foreign Trade Zones Act (section 3) to exempt
bicycle component parts, not reexported, from the exemption
from customs laws otherwise available to merchandise in
foreign trade zones, until June 30. 1986;
and,

S. 1845

Date submitted:

-

amending TSUS item 801.00 to provide that articles
reimported into the United States, if they previously
entered duty-free pursuant to provisions of the Caribbean
Basin Economic Recovery Act or the Generalized System of
Preferences, could again enter duty-free.

Monday, October 31,

1983
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Comment to the Subcommittee on International Trade, United States
Senate Committee on Finance on So 722 and S. 1845.
This statement is filed on behalf of the American Association of Exporters
and Importers ("AAEI'), a nationwide, non-profit association, established in
The Association is currently comprised of some 1300 American firms and

1921.

service organizations engaged in various and diverse exporting and importing
operations.

The Association is a recognized voice of the American International

Trade Community, and welcomes the opportunity to present its views on the bills
which were scheduled for hearing before the Subcommittee on October 21, 1983.

While the matters set for hearing by the Subcommittee are all of interest
to our members, there are two bills of particular significance which we will
address in this comment.

These proposals are Section 211(a) of H.R. 3398

(S.722) regarding the exemption of bicycle component parts from certain provisions of the Foreign Trade Zones Act of 1934 and S. 1845, amending TSUS Item
801.00.

Following analysis and discussion on these two bills by AAEI's Schedule

8 Committee (Gilbert Lee Sandler of Sandler & Travis, P.A., Chairman),

the

Association endorses the amendment to TSUS Item 801.00, but strongly apposes
the exclusion of bicycle components from the benefits provided under the
Foreign Trade Zones Act.

TSUS Item t01.00 (S. 1845)
This bill is designed to cure an unintended and anomalous problem under
TSUS item 801.00

The tariff item is designed to permit duty-free treatment for

articles, previously imported. if reimported (1) without having been changed
during export under lease to a foreign manufacturer and (2) if imported by" and
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for the account of the person who exported it from the United States.

The

provision is obviously a very limited one, permitting duty-free treatment in a
situation in which logic dictates that such treatment is justifiable:

the

importer has paid duty once, he should not be required to pay duty a second
time as a consequence of a lease for using the article abroad.

However, the language contained in TSUS Item 801.00 appears to require
full duty assessment on reimported articles which were originally imported,
duty-free, under the Generalized System of Preferences or under the recently
enacted Caribbean Basin Economic Recovery Act.

This anomalous result occurs

because the language of 801.00 limits its application to merchandise which was
the subject of duty payment on its first importation:
"Articles, previously imported, with respect to which
the duty was paid upon such previous importation,***"

Neither the GSP nor the recently enacted CBERA provide for duty-free
treatment if an eligible article is reimported for a second time.

Reimported

articles are probably ineligible for duty-free treatment under the GSP or
CHERA because they would not have been imported "directly" from the beneficiary developing (or CBERA - eligible) country.

If such articles are

returned unaltered, and after being leased to a foreign manufacturer, they
would be duty-free under TSUS item 801.00 except for the fact that no duty
was paid on the original importation.

This peculiar result was certainly

unintended by the Congress when it adopted 801.00, a provision which predates
both the GSP and the CBERA.

--L
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We strongly' uf'ti the Congress to adopt the proposed legislation which
would curethis anomalous result.

Moreover, we suggest that the Subcom-

mittee consider the broader possibility of permitting duty-free treatment for
reimported GSP and CBERA products which arrive back in the United States
(1) unaltered and (2) while the country of production and the product involved
remain eligible for duty-free treatment.
Bicycle Components under the Foreign Trade Zone Act
(Section 211 (a) H.,R. 3398/S. 772)
The purpose of this provision is to prohibit the use of foreign trade
sones to manufacture or assemble bicycles from foreign parts if the manufactured bicycles are to be entered into the United States Commerce.

Accordingly,

this bill would require that all bicycle parts assembled in Foreign Trade Zones
be exported.

If this bill is adopted, the Congress will have created a unique exception
from the Foreign Trade Zone Act for one particular industry.

Such special

treatment is unnecessary and inappropriate.

The Foreign Trade Zone Act providently does not include any special
provisions for individual industries or sectors of the economy.

Instead, it

provides the broad general authority for the operation of foreign trade zones.
under rules uniformly applicable to all products.

Nonetheless, the general statutory provisions include adequate protection
for individual industries by petition to the Foreign Trade Zone Board.

The

Board possesses broad, descretionary authority to prohibit any use of foreign
trade zones found not to be in the *public interest".
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The bicycle legislation would by-pass the Board's authority and would open
the Congrels to petitions from any industry feeling aggrieved by activities in
a foreign trade sons.

If excepted by the Congress, the Foreign Trade Zone

Board would lose its ability to flexibly apply the law.

The problems of a

particular industry, if they merit exemption from the provisions of the Act*
should not be accorded the near-permanent exemption inherent in such a legislative provision.

Moreover, the Congress has initiated a more reasonable approach to the
broader questions regarding the impact of Foreign Trade Zones on imports.
Studies underway by the GAO and the ITC will address these issues and provide
the Congress with a reasonable basis to consider whether comprehensive
legislative change is needed in connection with Foreign Trade Zones.

A

piecemeal attack on an industry-by-industry basis can serve only to create a
confused and incoherent trade policy and uncertainty among importers and our
foreign trading partners.

We urge the Subcommittee to report unfavorably'on this legislation and
to approach any amendment of the Foreign Trade Zone Act on the basis of the
broader non-sectoral issues under study by the GAO and the ITC.

Thank you for providing the opportunity to AAEI to comment on the
two bills.
Sincerely,

Eugene J. Milosh
Executive Vice President
EJM:lk
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STATEMENT OF
AMERICAN PETROFINA, INCORPORATED
TO THE SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE

U.S, SENATE

Re:

S. 1853

On October 21, 1983 the Subcommittee on International Trade
of the Senate Committee on Finance held hearings on miscellaneous
tariff bills, including S. 1853, introduced on September 19, 1983
by Senators Tower and Johnston.

This statement, in support of S.

1853, is provided by American Petrofina, Incorporated in
accordance with an undertaking in those hearings that comments on
S. 1853 would be submitted for the record.

Ad valorem duty on foreign repairs of U.S. ships (section
466 of the Tariff Act): effect of S. 1853.

Section 466 of the

Tariff Act of 1930 (19 U.S.C. section 1466) imposes a 50% duty
upon certain foreign repairs to U.S. flag commercial vessels.
The duty is assessed when a vessel arrives back in a U.S. port.
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The .duty applies no matter how many years the U.S. vessel was
overseas and no matter how long ago the repairs were made.

The

purpose of this provision is to support the U.S. ship repair
industry.

There are several exceptions to the general rule of

section 466.

emergency repairs are exempt from duty.

Repairs to

fishing boats, drilling vessels, certain barges, and research
vessels, if the vessels are outside the U.S. for two years or
more and if the repairs are not made in the first six months
after the vessel leaves the U.S., are exempt from duty under an
amendment added in 1971.

S. 1853 would extend this second

exemption to all, vessels outside the U.S. for two years or more,
if the repairs are not made in the first six months after the
vessel leaves the U.S. and as long as the voyage overseas is not
solely for the purpose of obtaining the repairs.
Impact of the ad valorem duty on American Petrofinat
Incorporated,

American Petrofina# Incorporated ("Fin*)

is a

U.S. corporation based in Dallas, Texas with operations in many
sectors of the petroleum and chemical industries.

While a

controlling interest in Fina is owned by Petrofina S.A., a
Belgium-based petroleum-and chemical company, Fina has
substantial U.S. ownership and its stock is listed on the
American Stock Exchange.

Final employs about 2,750 people in the

U.S.
Nina charters two U.S. flag vessels, both of which, in
recent years, were in continuous overseas service for five years
or more.

The vessels underwent repairs while overseas.

At the
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or more.

The vessels underwent repairs while overseas.

At the

time, the only U.S. drydocks which could have accommodated these
ships were tied up with other work for months at a time. Had
these drydocks been available, the cost of doing the repair work
in the U.S., not including the coat of taking the vessels out of
service and bringing them back to the U.S., would have been about
At the

three times the cost of doing the repair work overseas.

end of their foreign operations, these ships returned to serve
U.S. markets.

Upon return, they were assessed with duties of

over $1 million each, which were paid in 1982 and 1983.

(The

average duty for. all returning vessels in 1977-82 was under
$5,000.)

The liability of these vessels for these duties is now

the subject of an action in the U.S. Court of International
Trade.
Impact of the ad valorem duty generally.

Tariffs have

almost no impact on where ships are repaired, since the cost of
sailing an unloaded ship back to a yard in a country where
repairs are not dutiable is almost always greater, often by
hundreds of thousands of dollars, than the duty saved.

Operators

of foreign flag ships, who can repair anywhere in the world,
spend $750 million each year in U.S. shipyards for just this
reason.
effects:

Under these circumstances, the ad valorem duty has two
to impose a penalty tax, raising a tiny amount of

revenue, on foreign repairs, and to impose a burden on the
ability of the U.S. flag merchant fleet to compete.

The adoption

of S..1853, providing a partial exemption from the duty, will

866
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significant coat to the federal government.

The logic of this

position has been broadly recognized by the Administration, which
has proposed to repeal the duty entirely.

In hearings before the

Committee on Ways and Means on a Rouse bill similar to S. 1853;
on April 27 and May 10, 1983# the Administration expressed no
opposition to the bill, H.R. 2381, although the Administration
later criticized the bill as being too restrictive to be of
substantial benefit to the U.S. flag merchant marine and
reiterated its desire for complete repeal of the duty on foreign
ship repairs.*/
No significant adverse impact on U.S. customs revenues.
Average revenues from the ad valorem duty on all dutiable repairs
during 1978-82 were $5.34 million per year.

S. 1853 would exempt

some repairs from duty and thus would result in a revenue loss of
perhaps $2 million annually.
No adverse impact by S. 1853 on the U.S.
industry.

ship repair

About $1.5 billion worth of repairs to U.S. and

foreign commercial ships will be done by the U.S. ship repair
industry in 1983, generating about $300 million in profits.
By contrast, the amount of foreign repairs subject to duty
in 1983 will be about $22 million, or about 1 1/2% of the U.S.

See Letter, Sherman E. Unger, General Counsel# Department of
commerce, June 8, 1983.
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repair industry's volume.

S.

1853 would exempt from duty only a

fraction of this 1 1/2%, representing, in future years, only a
few million dollars of repairs annually.

These would be repairs

which would not be done in the U.S. in any event, as the
Committee on Finance and the Committee on Ways and Means have
recognized in approving the 1971 amendments to section 466.**/

The proposed bill would eliminate a burden on the U.S.
merchant marine and would have no adverse impact on the U.S. ship
repair industry.. American Petrofina, Incorporated supports the
enactment of S. 1853.
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STATEMENT
OF

BASF WYANDOTTE CORPORATION

in support of S1476,

a bill

for the temporary suspension

of duty on 6 Amino-l-Naphthol3-Sulfonio Acid

BASF Wyandotte Corporation is a manufacturer ano marketer
of a wide range of chemicals including pigmnts, dyestuffs, polymers,
herbicides, vitamins and industrial chemicals.

The company's

headquarters are located in Parsippany, New Jersey and it has
manufacturing sites at Rensselaer, New York, Washington and
South Brunswick, New Jersey, Charlotte, North Carolina, Spartanburg,
South Carolina, Huntington, West Virginia, Wyandotte, Troy and
Holland, Michigan, and. Geismar, Louisiana.
BASF Wyandotte Corporation supports S1476, which provides
for a three year suspension of duty on the importation of this
chemical.

'

6 Amino-l-Naphthol-3-Sulfonic Acid, also known as J Acid,
is a chemical used extensively as an intermediate for azo dyestuff
manufacture with major uses in paper and cotton products.

The last

U.S. producer was American Color and Chemical Corporation, which
discontinued production in 1981.

Current sources of supply are

from Italy, West Germany, Japan and China (People's Republic).

Total

imports in 1981 were reported to be 815,000 pounds by the United States
International Trade Commission.
J Acid is used extensively in the manufacture of dyes used for
coloring paper products, cotton, viscose and fiberglass.

The primary

paper usages include bathroom tissues, towels, napkins, facial tissues,
stationery and business forms.

869
PAGE 2

STATEMENT-BASF WYANDOTTE CORP.
6 Amino-l-Naphthol-3-Sulfonio
Acid (J ACID)

J Acid is used directly or by conversion to J Acid urea
or Phenyl J Acid to make dyes for the uses indicated,

The more

significant products used for paper in the U.S. for domestic and
export sales included

Direct Red 72, 102, 236 and 254, Direct

Orange 102 and Acid Red 137.

Some of the six domestically produced

products also compete against related dyes currently being imported,
including Direct Red 239 and Direct Orange 118.
In the cotton and viscose area, the major V.S. products include
Direct Red 23, 24, 72, 80, 81 and 83, Direct Orange 26 and Acid Red
137.

Based on USITC data, these uses accounted for more than

3.3 million pounds of production in 1981 and estimated sales over
$10.7 million.
Dyestuffs products based on J Acid are produced by at least
ten -domestic manufacturers.

Imports of J Acid-related dyes totaled

over 130,000 pounds in 1981 and are increasing.

In addition to

sales in the United States, there are also export sales from domestic
producers who compete against foreign producers.

Elimination of

the duty would thus benefit a wide spectrum of the dyestuffs industry.
BASF Wyandotte Corporation urges the Senate Finance Committee
to approve S1476.
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20 October 1983
Senator Robert Dole
Washington, D.C. 20510
Subject : S1524
Reference: 1 Clifton's Letter, CJS 7-3:058, dated 14 July 1983
2) Press Release 83-124
Dear Senator Dole,
Inour letter of 14 July we requested the opportunity to testify against passage
of S1524, a measure which would temporarily suspend all import duty on parts of
certain spindle motors suitable for computer memory disc drives. Your press release, requesting comments upon the bill, provides this opportunity to reiterate our steadfast opposition to it.
To begin with, the very premises upon which S1524 isbased, namely that the
measure is non-controversial, that it is burdensome to no American firm, that
no American firm manufactures such items and, most importantly, that no American
jobs will be jeopardized by its passage, are all false.
Its passage will, indeed, place American jobs at risk: jobs that are real: jobs
that exist now and not just jobs in the future,
Our company has invested over $1,000,000. in time, tooling and equipment to
develop a viable market position in the spindle motor market. That investment
has led to contracts with major computer and computer peripheral manufacturers
that approach $2,000,000. for the same products which S1524 proposes to exempt.
Those contracts are now being fulfilled by approximately 50 engineering and
production workers at our facility in Murphy, N.C. IfS1524 isenacted we will
not be able to compete for follow-on business inthis market which experts predict wilt grow at the rate of. 250% per year. Those 50 jobs will quickly disappear from a locality, Cherokee County, that can ill afford a higher rate of
unemployment.
Your colleagues in the House have postponed mark-up of the companion bill,HR1410,
pending a full investigation of its potentially disastrous effects. We urge
the Senate Finance Committee to at least do the same.
Respectfully,
CLIFTON PRECISION
JAKn SystemQ-TI
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HR 1410 IMPERILS AMERICAN JOBS

Jobs of workers at Clifton Precision's manufacturing facilities in Clifton Heights, Pa. and Murphy, N.C. will be lost if
HR 1410 is enacted. The bill erroneously presumes there is no
viable American producer of the products for which it proposes
a two-year suspension of import tariffs.
Clifton Precision has maae a siqniticant investment of time,
talent and funds to design, develop and tool precisely those
types of motors that are the subject of this bill. As we understand RR 1410, the tariff moratorium would apply to parts used
exclusively in permanent magnet,

brushless, electronically comm-

utated, DC spindle drives for computer memory discs and which are
rated at less than one-tenth HP. These are exactly the kind of
motors that we are now manufacturing for most of the major computer firms. (Please see the attached Technical Bulletins)
Not only do we manufacture the entire unit(s) domestically
but we also have established market positions as a supplier for
completed motors and motor parts. Therefore, if thim tariff windfall is granted to foreign sources our competitive position will
be prejudiced and our worker's

jobs threatened.

The 600 workers at our Clifton Heights, Pa. plant and the
450 workers at our Murphy, N.C. plant urge the defeat of HR 1410.
We apologize for the eleventh hour timing of this appeal, however
we only first became aware of HR 1410 6n Thursday 2 June, 1983.
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STATEMENT
of the
COLUMBUS FOUNDRIES, INC.
To The
SUBCOMMITTEE ON INTERNATIONAL TRADE
COMMITTEE ON FINANCE
UNITED STATES SENATE
IN SUPPORT OF S. 1808
October 25, 1983

This statement in support of S. 1808 is offered by
Columbus Foundries, Inc., of Columbus, Georgia.

The

statement was prepared by Sam Eskew, Sales and Marketing,
Columbus Standard, Inc., Water Works Equipment Division -a subsidiary of Columbus Foundries, Inc.
Columbus Foundries is an international corporation
headquartered in Columbus with operations in Virginia,
England and Germany.

We provide ductile iron castings to

a variety of industries including automotive, agricultural,
heavy equipment, construction, water works and utilities.
Columbus Standard produces and sells certain pipe fittings
which are influenced by S. 1808.
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Cast fittings from (olumbud Standard are used in
water treatment and distribution, in fire protection systems,
in industrial plants, and in gas and petroleum pipelines.
All applications require a high degree of product reliability.
End users of our products are private companies, local
governments and utilities, private utilities, and land
developers.

Over the past few years, many of these people

have expressed a concern over the prevalence of imported
pipe and pipe fittings and a strong desire to buy only pipe
and pipe fittings made in the U.S.A.
Their reasons for wanting to buy American made pipe
and pipe fittings are numerous.

Some feel the American

made products have value added because they provide Jobs
for fellow American citizens and tax revenue for the government.

Some simply feel it is patriotic to buy American.

In

our estimation, the most important reasons for buying
American pipe and pipe fittings are quality assurance and
traceability.
These products are used, as previously mentioned in
applications where potential loss of life or property is
tremendous should a failure occur.

A failed fire protection

system -- a ruptured natural gas line

--

a burst waterman --

these possibilities demand that a manufacturer be available
to stand by its

products.
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Since nearly all piping products are sold through
distributors and agents, it is possible, for example, for
a city water board to contract with a local supplier for
what they believe are American made goods only to have
imported un-marked castings delivered into their stock.
Then, should a failure occur, they would not know in which
country the product was made -- much less the name of the

manufacturer.

Assessment of product liability is practically

impossible.
The fact that iron and steel pipe and pipe fittings
are exempted from the normal requirements for country-oforigin markings is unnecessary and unjustified.

The history

of the "J" list, which is the list of products exempted from
markings, is obscured by time.

It was established in the

1930's as part of the Tariff Act and has stood unchanged
ever since.

Of all the 100 odd items on the "J" list, pipe

and pipe fittings are unique.

The others are either diffi-

cult or impossible to mark due to their size or material
nature.

Iron and steel pipe and pipe fittings are both

easily and cheaply marked. Actually, there is an exception
to the exception, because iron soil pipe is not exempted and
must be marked.

The purpose behind the inclusion of these

products on the "J" list is something at which we can only
guess.

876
Statement of the Columbus Foundries, Inc.
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On the other hand, the reasons for requiring markings
are good ones:

to permit an informed decision by American

users, and to provide traceability in the event of failure.
The General Agreement on Tariffs and Trade provides for
country-of-origin markings for these very reasons.

It

cannot be claimed that this is an unusual requirement that
would cause our trading partners to react negatively.

In

fact, to remove steel and iron pipe and pipe fittings from
the "J" list will work a hardship on no one while providing
a service to the many Americans who now find it frustrating
that they don't know exactly what they are buying or using,
or who have problems with product failures.
Naturally Columbus Standard and other American pipe or
pipe fittings manufacturers stand to benefit from the passage
of S. 1808.

However, our self interest does not detract

from the arguments offered in the public interest.

Some

people have accused this legislation -- both in S. 1808 and

H.R. 1986 -- of being protectionist.

Nothing could be further

from the truth.
The cast metals industries of the United States are
suffering from unfair trade practices such as dumping,
unrealistic financing, and government subsidies, and thus
do need help from the Congress.

However, S. 1808 does not

even attempt to address these issues and should not be branded
as a protectionist trade bill.
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As an international corporation, we at Columbus
Foundries promote international trade and wish to do nothing
to harm the development of the poorer nations of the world.
In the case of S. 1808 we have merely the correction of
an apparent oversight, existing since the 1930's, that has,
perhaps innocently, permitted abuse of this country's open
door trade policy.
I urge you to favorably consider S. 1808.
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CYCLE PARTS AND ACCESSORIES ASSOCIATION, INC.
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Re: Section 211A - H.R. 3398 (8.1977), S.722

1411111

In their testimony before the International Trade Subcommittee
on October 21, 1983, the Huffy Corporation raised the issue of its
"compromise proposal." We ask that the Subcommittee include this
letter in the record as rebuttal.
Huffy Corporation stated that it has made a compromise proposal
in the form of "a limitation on the use of the subzone to eliminate
any incentive for Huffy to increase its bicycle parts imports." They
further stated that "some bicycle parts producers support this
compromise proposal."
The Cycle Parts and Accessories Association Is composed of the
leading domestic producers of bicycle components, with 26 members
located in 12 states (California, Connecticut, Florida, illinois, Indiana,
Kentucky, New York, Ohio, Oregon, Pennsylvania, Tennessee and
Wisconsin.) We are aware of no bicycle component manufacturer who
supports the Huffy proposal.
Attached as Exhibit A Is a duplicate, originally signed copy of a
letter dated July 8, 1983 from the CPAA President to counsel for
Huffy clearly stating our membership's unanimous rejection of the
proposal. If any parts manufacturer in fact supports the Huffy
proposal, we feel confident that such support Is either based on a lack
of understanding or on a fear of losing Huffy's patronage. Please
remember, Huffy is our members' largest customer, actual or
potential. It Is very difficult for our members to oppose Huffy and we
would not do so If we had any choice. Indeed, our desire to reach a
reasonable compromise Is the basic reason why the bills before your
Subcommittee will allow Huffy full benefits of foreign trade subzone
status for exports, a stated goal of the Huffy subzone application.

P.PAA.-Vntr Partners In Bike Prooess
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Our members rejected the Huffy proposal because:
(1)

It is unenforceable;

(2)

It creates a disincentive for Huffy to purchase its parts
domestically;

(3)

It would allow Huffy to double its parts imports and yet
pay less tariff than they presently pay.

(4)

The proposal is open to manipulation, through timing of
entry of dutiable versus duty-free parts;

(5)

It creates a Damocles sword which Huffy can hang over
the heads of individual parts manufacturers by threatening
to source products abroad; and

(6)

It will undermine the competitive position of the rest of
the domestic bicycle industry.

That Huffy feels compelled to show some desire to compromise
even though that compromise is only symbolic, as explained above,
that Huffy recognizes that their foreign trade subzone
demonstrates
will cause gievous inur o the domestic parts producers. Please, do
not lot that injury occur. We urge you to report 8.72f or section 211

(a) of H.R. 3398 (Senate Companion Bill 8.1977) favorably.
Sincerely yours,
4n Auebch
Executive Director
JA:afh
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STATEMENT IN OPPOSITION TO S.1636
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE
SENATE FINANCE COMMITTEE

SUBMITTED BY NATHAN HAYWARD, III
DIRECTOR, DELAWARE DEVELOPMENT OFFICE
ON BEHALF
OF THE STATE OF DELAWARE
I
October 31, 1983
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This statement is submitted on behalf of the State of
Delaware, which strongly opposes 8.1636 and any other. special
interest legislation introduced before Congress to circumvent
the purpose and function of F6reign Trade Zones.

Essentially,

8.1636 will remove incentives to manufacture single strength
orange Juice from frozen concentrate in a Foreign Trade Zone.
The State of Delaware is presently awaiting approval of its
application from the Foreign Trade Zone Board to establish a
Foreign Trade Zone.

The submission of this application

resulted from the willingness of several U.S. manufacturers to
set up operations within a Foreign Trade Zone located in
Delaware.

Simply, Delaware views the implementation of its

Foreign Trade Zone as a critical element in its long-term plan
to reverse the recent trends of declining manufacturing
employment in the State.
During the past decade, Delaware has experienced a dramatic
shift away from blue collar to white collar jobs.

This shift

resulted in the loss of 3,252 skilled and semiskilled jobs in
the State's largest County between 1970 and 1980--a staggering
20 percent decline.

Designation of the Foreign Trade Zone will

help to reverse these trends through the establishment within
the Zone of manufacturing facilities which utilize significant
amounts of foreign merchandise in their production operations.
Delaware is extremely concerned that the value of its
Foreign Trade Zone as a vitally important economic development
tool will be seriously eroded over time by the passage of
special interest legislation such as 8.1636.

The real job

382
creation potential of a Foreign Trade Zone is realized with the
establishment of. manufacturing operations.

Special interest

initiatives such as 8.1636 can step-by-step destroy the ability
of a Foreign Trade Zone to attract manufacturing firms.
Perhaps more seriously, passage of these..dnitiatives creates a
chilling effect on the Foreign Trade Zone program.

They

discourage companies from making major investments in plant and
equipment in Foreign Trade Zones because there is no certainty
that operations permissible toaay will be permissible in the
future.
Although passage of S.1636 will not prohibit the ability of
firms to manufacture single strength orange juice from frozen
concentrate in a Foreign Trade Zone, it will effectively
eliminate any economic incentive to do so.

The legislation

proposes to amend the present tariff schedules by changing the
rate of duty assessed on single strength orange Juice processed
from frozen concentrate from 20 cents per gallon to 35 cents
per gallon.

These rates were established as part of tariff

confessions negotiated by the United States with its trading

partners. As long as the tariff differential exists,
manufacturers can Justify the capital investment required to
build and operate a physical plant in & Foreign Trade Zone at
locations near their markets because these investments can be
recovered through the payment of a lower tariff on the product.
withdrawn from the Zone.

The sole intent of this legislation

is to discourage the establishment of plants at locations in
Foreign Trade Zones in the northeast and other regions, 6f the
country.
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Noi only will 8.1636 undermine the credibility of the
Foreign Trade $one Program and inhibit.the ability of Delaware
and other states to attract orange juice processing facilities#
it also adds an unnecessary additional tariff protection for an
industry that is already one of the most protected in the
United States. The present duty on frozen concentrated orange
Juice is 35 cents per single strength gallon. This amounts to
an ad valorem tariff under the current prices of between 40 and
45 percent, The duty rate for frozen concentrated orange juice
compares with the duty rate pe",.allon of 10 cents for lime
juice, 5 cents for pineapple concentrate, 3.8 cents for prune
juicer no duty for apple and pear juice. The 20 cents per
gallon duty rate assessed on single strength juice from
concentrate is still one of highest rates assessed against any
imported fruit juices.
Failure to pass S.1636 will not encourage additional
imports of frozen concentrated orange juice, nor will it result
in suppressing the price that the orange grower receives for
his box of oranges.

However, passage of S.1636 will insure the
continued flow of imported frozen concentrated orange juice
through Florida where most of the processing plants are now
located. Not only is it profitable to have the juice flowing
through Florida ports, but the State also profits by imposing

an import tax on frozen concentrated orange juice in order
*equalize" the exise tax paid by processors on local fruit.
Last year, the State tax on imported frozen concentrated orange
Juice represented receipts by the Florida Citrus Commission of

approximately $9 million.
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The sponsors of 8.1636 argue that the present tariff
schedule suppresses the price of *normal U.S. production.

If

price suppression does occur due to operations within Foreign
Trade Zones, protection is already provided under Foreign Trade
Zone regulations.

15 CPR, Section 400.807 provides that the

Foreign Trade Zone Board may order the exclusion from the Zone
of any goods or process of treatment that in its judgment in
detrimental to the public interest.

If a domestic group has a

complaint that it is being haLmed by operations in a Foreign
Trade Zone, it can raise that complaint with the Foreign Trade
Zone Board.

Congress should not legislate changes in

internationally negotiated tariff rates when the remedy for a
problem already exists.
Furthermore, Congress should not make piecemeal changes
which affect the Foreign Trade Zone program at this time.
Since, at the request of Congress, the International Trade
Commission and the General Accounting Office are now conducting
studies of the Foreign Trade Zone Program.

The results of

these studies should be reviewed prior to the enactment of
legislation that effectively changes the program.
The State of Delaware opposes S.1636 and other special
interest legislation which undermines the purpose of the
Foreign Trade Zone program.

We urge the Committee to recommend

against passage of the legislation.
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Before The
SUBCOMMITTEE ON INTERNATIONAL TRAEZ
of the

SSNATE COMMITTEE ON FINANCE

)

)
)
)
))

In the Matter of
Hearings on
Miscellaneous Tariff Bills
October '21, 1983

S. 1518$
Tubeless Tire Valves
(Duty Increase)

STATEMENT IN OPPOSITION
,TO S. 1518

INTRODUCTION
This statement is submitted by counsel on behalf of EHA
Ventilfabrik Wilhelm Fritz KG, Postfach 1261, 6052 Muehlhei
West Germany (EHA)

(Main).

pursuant to the notice published by the Senate

Finance Subcommittee on International Trade under date of October
7, 1983

(Press Release No.

83-189).

EHA respectfully opposes

enactment of S. 1518, a bill. to increase the duties on tubeless tire
valves.

i/Appropriate registrations of counsel are on file with
the clerks of the House and Senate under the Lobbying Act, and with
the Department of Justice under the Foreign Agents Registration Act
of 1938, as amended.
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The Product and Its Market
Tubeless Tire Valve production is divided into two broad
categories, "snap-in" valves and "clamp-in" valves.
Snap-in TTVs consist of a cylindrical brass tube into which
is inserted a needle valve core designed (a) to permit the free flow
of air when properly depressed,

and (b) to prevent the escape of

such air when returned to the original inert position. The entire
structure is encased in welded rubber with a large bulbous knob at
one end, the opposite end of the brass tube being exposed and machined
to accommodate a screw-on plastic or metal capi the purpose of the
large flange or knob at one end is to ensure a sufficiently secure
positioning so that the valve upon insertion into the tire rim will
be capable of withstanding the necessary air pressure forces without
*blowing out".
By contrast, clamp-in TTVs are comprised of two independent
components which are joined to one another after placement in a motor
vehicle wheel, such that the entire valve is "clamped" in place by
a screw-on action. Valves of this type are generally required for
heavy truck and equipment purposes, whereas the snap-in variety,
described above, are used only in passenger vehicle and light truck
applications.
For import identification purposes, tubeless tire valves
are included in item 692.32 of the Tariff Schedules of the United
States (TSUS),

a residual "basket" category encompassing several

types of motor-vehicle parts, and are dutiable at the following ad
valorem rates applicable under the duty rate schedules which resulted
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Tubeless

tire

Oalves

are manufactured

and assembled

by

seven

establishments in the United States, and are imported from several
/

countries including, at present, West Germany, Italy, Turkey, Japan
and Romania.

2

The principal foreign supplier is BRA Ventilfabrik of

West Germany, whose annual imports have accounted for approximately
11 million units, representing about 7% of U.S. domestic consumption.
The U.S. market for tubeless tire valve products consists
of automobile manufacturers (original equipment manufacturers

-

"OEM

market") and wholesalers, distributors, jobbers, and retailers (the
"aftermarket").

While Armrican manufacturers sell to both the OEM

market and the aftermarket, EBA's participation in the United States
has been, and continues to be, limited to tha aftermarket.

Import Investigations Regarding TTVs
During the past two decades some seven investigations have
been brought against imports of tubeless tire valves by Nylo-Flex
of Mobile, Alabama one of the smaller U.S. manufacturers. The first
two charges against imports were dismissed by the U.S. Customs Bureau
with records,

if any, buried in the archives. There followed five

cases of record since 1966.
-- An investigation was instituted in 1966 under the

Antidumping Act of 1921 against tubeless tire valves (TTVs)
from Germany but was discontinued in 1967.J BOA committed

2/Source, USITC Staff Report: Tubeless Tire Valves, Report
tot he President on Investigation No. TA-201-46,. USITC Pub. 1286
(Sept. 1982).

31/32 Fed. Mg. 7293, Nay 16, 1967.
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itself to continue to pursue fair value pricing policies*
a practice it

has always followed, and a practice IA

scrupulously kept.
--

Another

antidumping

investigation,

for

which

records are, available was filed against imports from Italy
in 1967 and ended in 1968 with a determination of sales
at not less than fair value.

4

-- The next antidumping case involved tubeless tire

valves

from Canada.

This investigation

resulted in a

determination of no injury by the U.S. Tariff Commission.
-- A further antidumping investigation was triggered

by a Nylo-Flex complaint against BHA in 1981. Again, NyloFlex's allegations were disproved by the IC

preliminary

and final determination of no sales at less than fair
value . 5
--

The most recent investigation followed six months

after the conclusion of the 1981 dumping case against EA
and was brought as an "escape clause" investigation under
section 201 of the Trade Agreements Act of 1974, based on
a petition by Nylo-Flex. In large measure, the allegations
focused on imports from the principal supplier,
West

Germany.6

This

investigation

resulted

MA of
in

a

determination by the U.S. International Trade Commission
that tubeless tire valves are not being imported into the

4/33 Fed. Req. 3652, Mar. 7, 1968.
/46 NO. Rea. 58133, Nov. 30, 1981.
?_/Tub eTss- Tire Valves, TA-201-46 at A-9 (Sept. 1982).
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United States in such increased quantities as to be a
substantial cause of serious injury.
In summary,

the allegations of Nylo-Flex that imports,

especially those of RHA, were unfairly priced, unfairly competed,
or injured the United States industry were consistently rejected by
the appropriate U.S.

government agencies who investigated these

charges. These allegations of Mylo-Flex, which were proven groundless
in each case? have resulted in great cost and detriment to EHA,

to

the extent that the use of U.S. import relief statutes by Nylo-Flex
must be considered an abuse, especially in light of the circumstance
that

investigations can be and have been initiated at little or no

expense to Nylo-Flex while entailing substantial necessary costs for
defense on the part of EHA. The introduction of the present legislative
proposal,

S.

1518,

which referenced Nylo-Flex extensively,

must

therefore be considered a continuation of the attempts at harassing
imports, especially Dl's products.
demonstrates,

As every investigative record

there is no economic or U.S.

legal Justification for

the imposition of increased tariffs.

S. 1518 Should Not Be Enacted
Upon introduction of S.
Congressional Record

1518 it

was suggested in the

127 Cong. Rec. S. 8916-18 (daily ed. June 22,

1983) that imports of tubeless tire valves compete unfairly in the
U.S. market. While proponents of S. 1518 are forced to admit that
import prices "cannot, technically under existing law, be legally
proven as having been dumped", there are statements about *importer-
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rigged prices* and that 'West Germany is by far the largest exporter
of these valves to the U.S. market and the biggest culprit in this
unfair pricing policy....
these statements,

As

'

There is no basis or justification for

was brought out in the most recent U.S.

International Trade Commission investigation in the context of the
'escape

clause"7 ,

Nylo-Flex,

the protagonist

of

unfair

import

allegations, was most severely affected by the fact that the large
domestic producers of OEM-market valves had entered the 'af termarket'
which Nylo-Plex serviced at a time when 031 sales fell off due to a
decline in U.S.

automobile production.

Moreover,

BRA prices have

consistently been found to be fair, and the reason stated by many

U.S. purchasers of valves indicated that they purchased BHA's tubeless
tire valves because of the recognized high quality of SM's product
and the desire to have multiple sources of supply, a prudent business
technique.
The proposed duty increase to 15% ad valorem would raise
the currently effective 3.6% ad valorem rate by more than 300%. In
terms of the final rates negotiated under the "Tokyo Round" to take
effect in 1987 and thereafter, the proposed 15% rate would constitute
a near quintupling of duties. Such a rate will have a disastrous
effect upon purchasers relying on quality tubeless tire valves from
West Germany and would act as an effective exclusion of tire valves
exported from Germany to the U.S. market.

1982 )0

7/Tubeless Tire Valves, TA-201-46, USITC Pub. 1286 (Sept.
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Such a result would be contrary to every principle of trade
policy which has been announced by the Congress and the U.S. Government
under the Trade Act of 1974, the Trade Agreements Act of 1979, and
which has served as the basis for multilateral trade negotiations.
America's trading partners would have instant rights to protest the
proposed duty increase before the General Agreement on Tariffs and
Trade they could and undoubtedly would demand compensation, or would
be entitled to take retaliatory action. At a time when the United
States is going forward with much-needed programs for trade and
export expansion, duty increase actions such as this and the negative
results thereof are not in the best interest of the United States or
of its industry.
While the tubeless tira, valve industry--in the universe
of all manufactures

and commodities

in international

trade--is

relatively mod'st in size, the proposed action would serve as a
signal to West Germany, and to the world, that the promises of the
United States made during trade negotiations are worthless

and,

worse, such action would serve to undermine the entire international
trade position of the United States. The proffered legislation would
invite particularly bitter reaction in light of the fact that there
iv on-the-record proof,

in the most recent import investigation

triggered by Nylo-Flex, that there is no justification for antiiaport measures under the "escape clause" of the General Agreement
on Tariffs and Trade.

894
-9-

S. 1518 Would Have Detrimental
Effects But No Beneficial Effects
S.

1518 proposes to provide a special

"breakout"

for

tubeless tire valves from the "basket" category of automobile parts
in which TTVs are now classified. Such a breakout would cause a
substantial administrative

burden on various Departments of the

United States Government and on industry insofar as it will require
compilation,

and reporting of commercial and inter-

national trade documents,

invoices, and statistics. On the other

the review,

hand, while the impact of the proposed duty rate would be signigicant
for importers, effectively embargoing most imports from industrial
countries such as Germany, the revenue effects would be negligible
or possibly negative if importations decline substantially or cease.
Moreover,

the effect on American consumers, particularly those in

the aftermarket,

that is, individual automobile owners and their

repairmen, would be to increase the costs or to impair the competitive
availability of quality tubeless tire valves.
The United States industry, especially the manufacturers
who sell to both the OEM market and the aftermarket,
overwhelming portion,

(90%)

controls an

of the U.S. market. With such market

dominance, it is difficult to accept the proposition that the U.S.
tubeless tire valve industry is about to relinquish its position or
disappear from the market. It is known that some companies have made
substantial capital investments in the TTV producing areas and they
are effective competitors in both the American market and, through
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including affiliates

in England and

Germany, in international markets.

Summary

There is no economic, legal, or policy basis which justifies
an increase in duties on tubeless tire valves to 15% ad valorem, or
an abrogation of international commitments made by the United States
during trade negotiations in which the U.S. made binding commitments
for duty reductions, and received quid-pro-quo international trade
concessions.
For foregoing reasons, S. 1518 should not be enacted. It
is

respectfully urged that the Subcommittee on International Trade

of the Senate Committee on Finance report unfavorably on this proposal

to the full Senate Committee on Finance.
Respectfully Submitted,
BARNES, RICHARDSQN & COLBURN

BYy
Counsel for EHA Ventifabrik

BARNES, RICHARDSON & COLBURN
1819 H Street, N.W.
Washington, D.C. 20006
Tel: (202) 457-0300
Gunter von Conrad

Of Counsel

October 21, 1983
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This statement is submitted on behalf of Florida Citrus
Mutual (OFCM')# Lakeland, Florida, in response to the invitation for
comments of the Subcommittee on International

Trade,

miscellaneous tariff bills (Press Release No. 83-172). FPC

concerning
strongly-

supports, and requests that the Subcommittee and the full Committee
report favorably on S. 1636, a bill to pr.ovida'for fair and equitable
tariff classification of certain citrus products,

and to close a

*loophole" in tariff classification of imported citrus juice, which
may cause serious damage to the United States citrus industry.
Florida Citrus Mutual

is a cooperative association of

citrus growers and processors, which represents more than 90 percent
of the orange, grapefruit, and other citrus growers of Florida. The
citrus

industry

is

an extremely

important segment of Florida's

economy, accounting for over 30 percent of the $4 billion of Florida
farm-gate receipts in 1981.

There are an estimated 16,000 citrus

producers in Florida, representing almost 20 percent of the 85,000plus people directly employed in the Florida citrus industry in jobs
ranging from harvesting to research.
Orange juice is presently imported into the United States
under one of two tariff items:
(1) Item 165.30, Tariff Schedules of the United States:
Not concentrated citrus fruit juice," other than lime,
not mixed and not containing over 1.0 percent of ethyl
alcohol by volume, dutiable at a rate of 20 cents per
gallon; and

898

(2) Item 165.3540, Tariff Schedules of the United Statest
Concentrated orange juice, not mixed and not containing
over 1.0 percent of ethyl alcohol by volume, dutiabl
at a rate of 35 cents per gallon.
Pursuant to he&dnotes to Subpart A, Part 12, Schedule 1 of the Tariff
Schedules of the United States:

"any juice having a degree of

concentration of less than 1.5 (as determined before correction to
the nearest 0.5 degree) shall be regarded as a natural, unconcentrate
juice." (See Attachment 1. ) Consequently, any imported orange juice
having a degree of concentration of less than 1.5 (or 17.30 Brix)l
at the time of entry may be imported as a not concentrated citrus
juice, dutiable at 20 cents per gallon, while imported juice with a
degree of concentration of 1.5 or greater (higher than 17.30 Brix)
at the time of entry is classifiable as a concentrate and is dutiable
at 35 cents per gallon.
S. 1636 will correct an inequitable development in tariff
classification which has resulted from manipulation of imported
orange

juice

concentrate

in circumvention

of

the

intended

classification and duty rate applicable to concentrated orange juice.
For many years there has been international trade in fresh orange

I/"Degrees Brix" is a standard measure which represents
the refractometric sucrose value of the juice, and reflects the
amount of solids contained in the Juice. Pursuant to Headnote 3(b)
to Subpart A, Part 12, Schedule 1, TSUS, the Secretary of the Treasury
is to determine "from time to time" the average Brix value of like
natural unconcentrated juice in the trade and commerce of the United
States. Currently, the average value for natural unconcentrated
orange juice has been determined to be 11.80 Brix which, after
correction to the nearest 0.5 degree of concentration, may be rated
as high as 17.30 Brix to be considered unconcentrated (see Attachment

2).
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juice, and more recently a growing volume'.of United States imports
of concentrated product. Orderly.marketing practices in the United
States have now been negatively affected by certain enterprising
processors who have identified the abovo-referenced "loophole" in
the Tariff Schedules of the United States, as amended. At the present
time,

importations of highly concentrated (650 Brix) orange juice

are brought into U.S. Foreign Trade Zones (FT~s) for processing by
blending and the addition of water,

resulting in a reconstituted

orange juice product (less than 17.30 Brix) which, upon withdrawal
or entry into the U.S.
per gallon or less,

2

Customs territory,

is dutiable at 20 cents

depending upon the tariff classification applied,

rather than the 35 cents per gallon rate applicable to imported
concentrates.

There also have been efforts to use Customs bonded

warehouses

in a similar manner.

FTZs

Customs

and

Headquarters,

U.S.

warehouses

Disputes involving processing in
are

Customs Service.

there are indications

currently

under

review. at

In addition to the foregoing,

that concentrate may also be brought into

Canada where there is no domestic citrus industry, and transformed
at

the

border

(adjacent

to

major

U.S.

marketing

areas)

into

reconstituted products also entering the commerce of the U.S.A. at
the lower rate of duty.

Similar border operations exist in Mexico

2/If the level of concentration is less than the solids
content of natural juice (11. 80 Brix), the product may be classifiable
as "fruit drink", rather than fruit juice, and is provided for under
other provisions of the Tariff Schedules.
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along the States of Texas, Arizona and California, other citrusproducing states.
The sale of reconstituted product subject to substantially
lower duties has a severe price-suppressing effect in normal U.S.
marketing channels.

It must be stressed that the principal foreign

suppliers of frozen concentrated orange juice to the United States
follow usual procedures and enter the concentrated product at 35
cents per gallon and, as far as FOH is able to ascertain,
engage

in

the

above

practices.

Bowever,

the

low

do not

value-added

manipulation of the concentrated product to produce reconstituted
juice and circumvent the intended classification for concentrate
yields a large, inequitable duty savings in a highly price-sensitive
market. The import sensitivitiy of the citrus industry was recently
re-affirmed in a countervailing

duty determination

of the U.S.

International Trade Commission, which found on July 11, 1983,

that

the domestic industry is threatened with material injury by reason
of subsidized imports of frozen concentrated orange
Brazil.

3

juice from

In addition, the Trade Policy Staff Committee, chaired by

the Office of the U.S. Trade Representative, has consistently declined
to review petitions to add' orange juice to the list of products
eligible

to

receive

duty-free

treatment

when

imported

from

beneficiary developing countries under the Generalized System of

3/Frozen Concentrated Orange Juice from Brazil, USITC Inv.
No. 701-TA 114 (Finai), Pub. No. 1406 (July 1983). The determination
left in effect a suspension agreement whereby the Government of
Brazil has agreed to impose an export tax to offset the amount of
net subsidies received by Brazilian concentrated orange juice
exporters. The current Brazilian export tax is 3.5 percent ad valorem,
pursuant to a determination of the U.S. Department of Commerce.
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Preferences, 19 U.S.C. S2461

t gjt. These actions accentuate the

sensitivity of the 0.4. citrus industry and its vulnerability to
disruptive market effects
unintended

duty

savings

such

as those which

yielded

by

this

result

tariff

from the

classification

'loophole'
As a result of the foregoing, amendment to 19 U.S.C. S1202
La necessary to correct anomalous customs treatment of increasing
iportations into the United States of orange juice concentrate
products classified as "not concentrated" .citrus juice under TSUS
item 165.30, dutiable at 20 cents per gallon. The new provisions,
as set forth in S. 1636,

will reaffirm the intention of Congress

that the lower rate of duty provided for in current TSUS item 165.30
is limited to fresh, natural orange juice, and orange juice with a
level

of

concentration

concentration of 1.5),
reconstituted

under

17.30

Brix

(i.e.,

a

degree

of

rather than concentrated orange juice and

derivatives

thereof.

The

amendment

insures

the

integrity of the Tariff Schedules by providing for concentrates and
their derivatives at the 35 cents per gallon rate of duty provided
for in TSUS item 165.35.
The United States, under auspices of the General Agreement
on Tariffs and Trade (GATT),

has granted tariff concessions on "not

concentrated" orange juice (item 165.30) under the assumption that
this provisio-n applies mainly tQ fresh, natural juice. However, since
1981, it has become increasingly apparent that imported orange juice
in reconstituted forms has been-classified as the equivalent of
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natural orange juice,

thus taking advantage of lower U.S.

tariff

treatment for which no reciprocal concessions were received. This
contrary

practice

is

classify

natural

or

to

Congre3sional

single

strength

intention
orange

separately

to

juices

a "not

as

concentrated" product under item 165.30 at the specific rate of 20
cents per gallon, and to classify orange juice made from concentrate
under item 165.35 at a specific rate of 35 cents per gallon.
The amendment will create a separate classification for
unconcentrated orange juice, under TSUS item 165.27. This would not
include juice made from a concentrated product with a degree of
concentration of 1.5 or greater (as determined before correction to
the nearest 0.5 degree).

The result would be that orange juice

imported as "not concentrated" would include only orange juice in
its natural form, which is within the concentration tolerance set
forth in headnote 4 for "natural unconcentrated juice."

Imported

orange juice which was made from a concentrate with a degree of
concentration of 1.5 or greater

(i.e.,

approximately 17.30 Brix)

would be classified as "other", under new TSOS item 165.29, as would
imports of concentrated orange juice.
The proposal in S. 1636 will not affect the classification
and the duty status of any other fruit juices classified under Part
12 and Subpart A. It will not modify application of Headnotes 1 to 5
in Subpart. A of Part 12,

as to any non-citrus products.

Further,

implementation of this amendment will not affect the current tariff
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classification and present rates of duty applied to other imported
citrus juice concentrate or fresh natural citrus juice of any kind.
Accordingly, it is believed that enactment of the proposed new tariff
items will have no effect on commercial balances of trade in citrus
products and will therefore not require compensation payments to the
trading partners of the United States.
7CM does not hereby suggest the necessity of protective
provisions in an attempt to restrict trade in citrus Juice. Nor does
FCM suggest that tariffs should be increased. On the contrary, the
domestic industry has historically committed substantial resources
to worldwide market development for citrus juices, and this commitment
has benefitted our trading 'partners as well as the United States
industry.

However,

classification

opportunistic

provisions

manipulation

threatens

to

of

introduce

U.S.

tariff

increasingly

disruptive influences into a highly sensitive market. The current
tariff structure has functioned well, until recently,
the availability of adequate supplies
consumers

from

both

in assuring

of orange juice

domestic and import

sources.

for U.S.

The proposed

amendment to the Tariff Schedules as set forth in S. 1636 is essential
to close an anomalous classification loophole and reiterate the
intent

of

Congress

that

concentrated

juice,

whether

or

reconstituted, be classified under the appropriate provision.

not
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For the foregoing reasons, Florida Citrus Mutual requests
that the Subcommittee on International Trade and the Committee on
Finance report favorably to the United States Senate on S. 1636.
Respectfully submitted,
FLORIDA CITRUS MUTUAL

Bobby a. Mclown
Executive Vice President
BARNES, RICHARDSON & COLBURN
475 Park Avenue South
-New York, NY 10016
.and
181'9 " Street, NW
Washington, D.C. 20006
James H. Lundquist
Matthew T. McGrath
MAGUIRE, VOORHIS & WELLS
Two South Orange Plaza
P.O. Box 633
Orlando, PL 32802
Raymer F. Maguire, Jr.

September 9, 1983
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1202), Shall Show the following d9Wtaled Infomatin in ad.
ditlon to other required Intormiation:
(a)One of the following statements regarding each lot
of cotton covered by the invoice:
(1)This Is harsh or rough cotton under 3/4 inch in ateie length;
(2) The staple length of this cotton Is under i I/a
Inches. (This statement It not to be used Ifsubparagraph
(1)of this paragraph is ipplibie);
(3)The staple length of this cotton is 1/6 inches or
more and under 13/8 Inches:
(4)This cotton is harsh or rough cotton (other than cot.
ton of perished Itaple, grabbotS. and cotton pickings)
while in color, and ha a staple length of 1 5/32 inches or
more and under 13/8 jnohes;
(6)The staple length of this cotton is 13/$ Inhes or
more and under 11/16 Inches; or
(6)The staple length of this cotton Is I I1/16Inches or
more.
(b)The name of the country of origin, and, If practice.
ble, the name of the province or other subdivtislon of the
country of origin In which the cotton was grown.
(c) The variety of the cotton, such as Karnak, Gisha,
Pima, Tanguis, etc. (Sec. 481, 46 Stat 719; 19 U.S.C.

3.Tariff SchelUe of the United Stae (10 U.S.4 12M)
and will bIl used In determining t:-, dutiable Cluntty of
imports of concentrated fruit Juices, using the Procedure
set forth In headnote 4 of pan 12A [TO 7441.

A=me

13.3

14.3

13A
I.0
10.0
1.1
14.1
Dater.............
...
y................
ic iu
40.0

14.3
16.4

10.6
16.0

Dweberry............... .............

1481)

10.0

rig ........................................................

1 151.63 Method of samplIng.

G

For determining the staple length of any lot of cotton
for any Customs purposes, samples of the lot shall be
taken in accordance with commercial practice.
5151.84 DeterminatIon of staple length.
The district director Shall have one or more samples of
each sampled bale of cotton stapled by a qualified Customs officer. or a qualified employee of the Departmnent'6
Agriculture designated by the Commissioner of Customs
for the purpose, and shall promptly mal the Importer a
notice of the results determined.
5151.85 Importer's request for redetermInation.
Ifthe importer is dissatisfied with the district director's
determination, he may file with the district director, within
14 calendar days after the mailing of the notice, a written
request In duplicate for a redetermination of the staple
length. Each such request shall include a statement of
the claimed staple length for the cotton in question and a
clear statement of the basis for the claim. The request
Shall be granted ifIt appears to the district director to be
mode in good faith. Ifnmaking the redetermination of sta.
ple length, the district director may obtain an opinion oe a
board of cotton examiners from the U.S, Department of
Agriculture, if he deems such action advisable. All ex.
Denses occasioned by any redetermination of staple
length, exclusive of the compensation of Customs offi.
cers. shall be reimbursed to the Government by the importer.

en.

...............

Grape (Blpkin veuttls).
Lemon ..........................
Ue.
o

. ...

..........

..................
... ,............... ........ ........

Subpart G-Fruit Juices

.

Loganberry .........................................
MANI

..

17.0

.................

r

Pasion
Frul
",.+4
10-

f

................

PRalan....e....

...............

..

Roff tow
... .... ............... ............ .........................
pn.+
q ru
.................
.eq
..... ................. .....
Otais n t...... ........ ............... ..............................

Strawberry ...............................................
_.
Tmarind ..........................................
T ngerine .............................................................
YVOunberry

..... ........... .

11.8
10.2
11.6
164

14.3

Poor ........

.

...................

14.3
15*
15
13.3
lOF

10.5
16.0
50

55.0
11.5
10.0

Subpart H-Flat Glass

I 151.101 Weighing of flat glass.

I 151.91 Brix values of unconcentraled natural fruit
Julces.
The folowing values have been determined to be the
aetage Brix values of unconcentrated natural fruit juices
1,,the trade and commerce of the Uniled States. for putcoses of the provisions of schedule 1, part 12A. headnote

11.0
16.0
16.0
8.9
10.2
7.7

......................

The net weight of fla. glass dutiable on a weight basis
under schedule 5, part 38. Tariff Schedules of the United
States (19 U.S.C. 1202). shall be ascertained by the district director in accordance with f 151.102 or 1 151.103
whenever he is not satisfied with the accuracy of the
weights shown on the invoice or packing list. and in any
event from time to time on a spot-check basis.

CR-442
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Committee on Finance
Subcomittee on International Trade

SD-219 Dirksen Senate Office Building
Washington# D.C. 20510
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Press Release 83-172
1.

R.R. 3398

p. Section 201 (8.1430, S,1443)

Dear Senator Danforth:

N
NOA.M"

Under date of August 31, 1983, we wrote to you con-

Pe-low

cerning our support for Section 201 (8.1430 thereunder)
-"NabofNJ
I

!MM11Wpm
M

Tariff Act of 1930(which relates to same condition
drawbackito provide certain technical changes and to

oil~
'M-M'A1r

of H.R. 3398, which "would amend section 313 (j)of the

&

provide specifically that packaging materials imported
for use in performing incidental operations are eligible
=VaW -

for same condition drawback*. As we advised, 8.1443
kvia~N

appears to be an ioomplete version of S.1430 and as

written would have no effect.
In our letter we also expressed our understanding that
1e"Sagkww~d
A
Alam IL"WI Jr

amendments may be offered to prevent misuse of the substitution privilege for sam condition drawback purposes
and to insure that the legislation accomplishes the
legislative intent. We offered to assist in the develop-

Aswa

Iam~.h

ment of language to achieve these ends.
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In furtherance of these objectives

we therefore respectfully sub-;

mit the attached proposed amendments to lines 1,2 and 3 on page 2 of 4"430
under Section 201 of H.R. 3398.
The explanation for these proposed amendments is as follows
Page 2, lines 1,2 and 3:

The proposed new language is intended to

respond to possible objections to the legislation in its original form.
These concerns, as we understand them# are:
1. The term *same kind and quality" could be deemed to be so broad
that it might be subject to possible dispute between the Customs Service
and claimants.
2. Claims by persons who never had the imported goods in their
possession could be possible under the present language of the bill.

It is believed that the use of the term commerciallyy identical*
(which would in itself require fungibility) speaks better to the intent
of the legislation and.should simplify the role of the Customs Service
in d ministering the proVisions of the statute.

Requiring possession of the imported merchandise by the drawback
claimant prior to the export of the "conercially identical" goods would
eliminate the possibility of an importer cooperating with another party
who was an exporter but who never had possession of the imported merchandise, to enter into an arrangement for the collection of "same condition"
drawbacks.

We also subscribe to and support the following suggested amendments

NC I1[)

p
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which have been developed in connection with the proposed legislation by
the Joint Industry Group (JIG), of which NCITD is a member association.
Page 2, line 15:

The additional language corrects an apparent over-

sight in drafting S.1430.
Page 2, line 18:

The suggestion for rephrasing is to avoid the pro-

blem which has arisen under 19 U.S.C. S 1313(j) as a consequence of the use
of the term "incidental operations*; the quoted phrase is not defined in
the statute or the legislative history and, accordingly, has been a source
of uncertainty in the application of the statute.

The proposed change

to line 18 is intended to make it clear that merchandise which has not
been manufactured or produced within the scope of 19 U.S.C. S1313(a) or
(b) remains eligible for drawback under 5 1313(j) notwithstanding the
fact that the performance of such an operation may result in minor "chanqes
in the form or condition of the merchandise in question.
Page 2_ line 19:

The addition of "adjusting" and *packing' are

intended to further clarify the status of these operations for the purpose of S 1313(j).
Page 2, line 20:

The repositioning of this language (rom

page 3,

lines 1 and 2) should make it clear that the standard for ascertaining
whether merchandise has been "changed in condition* for purposes of
S 1313(j) is whether or not the operations which accomplish that "change
in condition" are, or are not, cognizable under 8 1313(a) or (b), and
that no other subjective test is intended.
Page 2, line 24:

Sub-paragraph (C) has been added In recognition of

the fact that whereas some packaging materials, like bottles, undergo
little or no change in condition as a consequence of being filled or otherwise employed as packing for other objects, and should therefore be eligi-

NCITD
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able for the payment of drawback under S 1313(j)I certain packaging
materials, as in the case of plastic films in bulk form, are necessarily
"manufactured or produced" in the course of their adaptation to use
as packaging, and are thus eligible only for drawback upon compliance
with the terms of S 1313(a) or (b).
Page 3t line 4:

The proposed addition to S. 1430 is to ensure

that, as suggested above, the proper criteria for the allowance of
drawback under S 1113(j) is an objective one, i.e., whether or not
operations performed on particular merchandise render that merchandise
eligible for the benefits of S 1313(a) or (b).
Page 3, line 7:

Deletion of the word "packaging" in S. 1430 is

suggested to avoid subjective judgments

as to whether given product

is or is not a member of an undefined class of "packaging materials".
This change, together with that reflected on page 3, line 8, was
prompted by the conclusion that a mere intent to use imported materials--in a particular way should not be the determining factor upon which
drawback is or is not allowed the drawback statutes, generally, have
been predicated upon proof of actual use.
Page 3, lines 7 and 8s The deletion shown in brackets on the
proposed revision is necessary to conform to the changes made on
page 2, lines 18 and 20, supra.
Page 3, line 9:

The deletion of "imported" reflects comments

received which suggest that imported "packaging" materials may be
employed in the packing of articles manufactured or produced in the
United States, as well as imported merchandise, and that there is no
logical reason for denying the benefits of "Same Condition Drawback"
to the former class.

The addition of "or (2)" is necessary to ensure

28-805 0 - 84 - 27
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that materials used to pack substituted merchandise are eligible for
drawback under 1313(j).
Page 3, line 108

The proposed change is grammatical.

Your favorable consideration of our views on this important
legislation will be most appreciated. As always, we stand reahy
to cooperate with you and your Subcommittee in any way that we can.

Respectfully,

Howar(J. enke
Rxecubt'v Director
Attachment

NCITD
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Amend as follows (language to be deleted . in Ibraoko

sI language to

be added is uders2ored) s
1

*a96-2 -of bill
(2) If merchandise which is (of*the same kind and quality as)
cmlrcIally ,idntical to-Sjj.imported merchandise upon which was paid any duty# tax,
of fee because of such)

its imortationj.

(ii) a" aqretate of such imported merchandise and oM rcially
identical merchandise I
either of which has been received by a person priOr to the
ubsauent exportation by the same person of such ggirgially
tdentical merchandimep--

4

(A) is,

5

the date of importation ........

13.

......

,

before the close of a three-year period beginning on
.

..........

notwithstanding the fact that none of the imported

14

merchandise may actually have been exported or destroyed under

15

customs supervisions

18
19

(3) The (performing) performance of [incidental] operations (including,
but not limited to, adjusting, testing, cleaning, pack4ng, repacking, and
inspect-

20

ing) .hich do not constitute manufacture or Production for drawback
purposes Inder the preceding provisions of this action, on -

21
22

(A) the imported merchandise itself in cases to

23

which paragraph (1) applies or
1
(B) the merchandise of the same kind and quality

24

in cases to which paragraph (2).appliea or
(C) packaging materials in cases to which paragraph (4)

applies

414
page 3 of bill
1

[that does not amount to manufacture or production for draw-

2 back purposes under the preceding

provisions of this section)

3 shall not be treated as a use of that merchandise for purposes
4

of applying paragraph (1) (B) or (2) (5), nor shall the performance of such
operations be deemed to have changed the condition thereof for
purposes of applying paragraph (1) (A) (I u
(4) Imrted (packaging) material (that is imported for use in

7
per-

8 forming incidental operations regardingthe) used' for packaging or re9 packing of (imported) merchandise to which paragraph (1) or (2)
10

applies shall be treated under such [paragraph) paragraphs in the sam

11

manner as such merchandise for purposes of refund* as draw-

12

back, of 99 per centum of any duty, tax, or fee imposed under

13

federal law on the importation of such material.

0
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nofoal fed ation of fshrn
Site 616

2424 ftreoni Avenue. N.W.
WOshnto D.C. 20037
(202) 564327 (202) 669.9633
19 October 1983
Honorable Bob Packwood
SCtte on Thxation and Debt Management
Ctte on Finance
United Staiiarli
Washington, DC 20510
Boar Mr. Chairman,
As the only national organisation of commercial fishermen, NFF strongly
urges
2 be enaoted into law. The Federation represents a majority of
the organized United States trawlers, vessels which fish year-around from 1si.ne
to Alaska.
For over ten years, NFF and other fishermen's organizations have been seeking
to have the tariffs and duties on fish nets and netting reduced because, despite
assertions to the contrary from United States net manufacturers, much of what
we seek abroad is not, for various reasons, available in the United States.
Once again, to provide you and your colleagues on the SCtte with current
information, I have discussed this problem with a variety of our members. I
w1 highlight.below the information they have given me. But each of the
fishermen with whom I talked prefaced his data by stressing the fact that
fishermen would prefer to purchase US products if what they needed were available
-for two reasons they would not have to pay the higher price the present tariff
cases, and they would not have to calculate the longer lead time for the delivery
date, a point which may be quite critical In the middle of a fishing season.
This came from fishermen in New Zgland, on the West Coast, and those working
in the fisheries off Alaska.
They, and M?!.also continue to argue that to reduce this tariff would be
entirely consistent with the policies and purposes on the Magnuson Fishery
Conservation and Manasment Aot-to achieve full utili nation of the fisheries
resources in our 200-mile sone by the United States fishing industry. Fisheries
ar now fifth In the balance of trade deficit, partly because seafood products
@ome into this Country virtually untariffed while the equipment we need to
compete with the foreign fleets, to replace their products in our marketst are
heavily tariffed. Surely, in a nation which prides itself on its free trade
policy, this Is absurd? To reove this tariff would not be & subsidy to the
United States fishing industry-on the contrary, it would help us with expansion
into US underutilised spies, thereby creating nore jobs.
Prom Now 3nglands I's tolA that both Korean and Portuguese twine figure
prominently in US nets. Altho-gh the amount which fishermen use varies widely
fishery to fishery and from region to region, large northern Now England daggers

416
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may use as uch as 500 lbs/month, while smaller draggsrs fishing smoother bottom
may use 500 to 1000 lbs/year, all at a cost plus tariff of over $3/lb. And this,
ladies and gentlemen$ is only for repairs depending on the sizes of these
draggers, nets may run from $1500 to $23001 each vessel carries at least two,
and many try to carry sore routinely. Draggers fishing on really rough bottom
may tear up two or thre bellies a trip which requires a fair amount of
replacement twins aboard at all times.
In southern Now Rnland. one of our members reports, a 5' vessel will
spend $M000
a year on twine alone, while a largr one fishing more rigged bottom
will run a twine bill of $300000 routinely. He points out, as well, that
fishery management measures mty cause fishermen extra expense a under the
regulations for the interim groundfish plan, for example, fihsrn in that
fishery were required to build new oodonds boous the mesh se required had
gon frm 5-1/8" to -1/2".
hat was a one-tiso major expense, but it came
during a time when fishermen, like other small businessmen, are facing
rising operating costs--and although we assume It is one-time In this fishery,
it is an indication of what we may expect in other net fisheries if management
regulations were to change significantly.
West Coast trawl fishermen may pay up to $/lb for twine. A vessel fishing
in the traditional fisheries may use up one $2300 net a year, excluding repairs.
Nets for the new, post-CMA Paoifio whiting fishery run $0.000 or more each,
and because that fishery Is a joint venture fishery (one in which vessels are
continually fishing, delivering the codend to a floating processor, putting on
a now oodend to go again), these vessels routinely carry more than two codends.
Finally, for nets for the new bottomfish and midvater fisheries off Alaska,
costs run even higher. These are fisheries in which the foreigners have been,
and even now, are predominant. These are the fisheries in wtoh the greatest
growth potential for the United States lies-but we must first displace the
foreigners, and to do so we must have competitive goar, including the nets which
we are now purchasing from abroad which come with outrageous tariffs, making our
products even less competitive with the heavily-subeidised foreign products with
which these are competing.,
Depending upon how much of the trawl is built where, here or abroad, and
if it Is built here, how much Is imported twine, prices of the net alone may
rangs from *10 000 to #0000 (this excludes all non-net gear necessary to Wmke
the trawl fish$. Again, vessels in the bottomfish and aidvater fisheries are
usually delivering at sea and therefore carry several oodandio, and the cost
per vessel is modified appropriately...or Inappropriately, in light of the
non-oompetitively high tariff on imported fish nets and netting. Especially in
this now fishery, whore profit margins, if they exist, are very slim, the
difference in a lowered tariff could be particularly significant.
I would be happy to expand upon upon these brief examples, or to have my
members do so for the SOtte, if you wish. Please do call mo
Our thanks for your continuing i
oursl

Exec tive
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PENNSYLVANIA
FARMERS'
-ASSOCIATION

Written Statement Before the
-SENATE SUBCOMMITTEE ON INTERNATIONAL TRADE
on S. 453
Submitted by the
PENNSYLVANIA FARMERS' ASSOCIATION
P.O. Box 736
Ca* H111, PA 17011
September 2. 1983

510 S. 31st STREET - P.O. BOX 736 - CAMP HILL, PA 17011

e

PHONE (717) 761-2740
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The Pennsylvania Farmers' Association, the largest general farm organization with
a membership of 23.431 farm families, appreciates the opportunity to submit our
moments to you. Senator Danforth

and to the members of this Subcommittee on Inter-

national Trade on 8. 453, which would Impose a one-tenth of one cent per gallon duty
on apple and pear Juice imports.
The production of apples and pears is important to the economies of Pennsy-Vania
and a number of eastern and southen states.

In Pennsylvania alone, apple and pear

production during 1981 valued over $45 million.

Apple and pear juice plays a signi-

ficant role in economic viability of the apple and pear producers in our region.
Nearly half of the apples produced in the eastern and southern United States are
processed into apple juice.
Today, the apple producing industry is becoming seriously threatened by the
Increasing flov of concentrated apple juice imports into this country. Imported
apple juice concentrate had very little affect on domestic apple juice markets
during the 1960's and the first half of the 1970's.

Since the mid 1970's however,

concentrated apple juice Imports have risen at an alarming rate.

Between 1976 and

1982, the amount of 'imported concentrated apple juice has nearly tripled

- -

from

a single strength equivalent of 34.38 million gallons to over 103.75 million gallons.
This amounts to a per bushel increase in apple imports from 9.57 million bushels to
30.38 million bushels.

In monetary terms, imported concentrated apple Juice has

increased from $13.6 million to $92.3 million.
The increase in concentrated apple juice imports has resulted in a significant
increase in the capture of domestic apple juice market.

In 1976, concentrated apple

juice imports equalled 262 of the total United States supply of apple juice.

In 1982,

this figure had risen to over 472.
Argentina has, by far, been the leader of apple juice exportation to the United
States.

Since the mid 1970's, Argentinean concentrated apple juice has amounted to

roughly half of the total volume of concentrated apple juice importation in the United
States.

In 1982 alone, Argentina exported nearly 42 million single strength gallons

of concentrated apple juice into the United States, equivalent to over 12.25 million
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bushels of imported apples. Some $36.25 million worth of Argentinean apple juice
was marketed In the United States during 1982.
Argentina has been able to capture such a large share of. the United States
market because of government subsidies to exporters and producers of apple juice bound
for the United States.

These Argentinean exporters and producers are being sub-

sidized in several ways.
FJrst, exporters are afforded a 5% rebate on their cost of exporting apple
juice wlth possibility of an additional 13% rebate if the juice is shipped through
the port of San Antonio Oeste or Puerto Hadryn. An Argentinean exporter has the
ability to get back 181 of his costs of shipping to the United States from his
government.

Evidence has shown that a significant portion of the concentrated apple

juice exported to the United States has come from these two ports.
Second, exporters are eligible to receive pre-export financing of up to 60% of
the value of the exported apple juice at a rate of just 7% interest and repayment of
*120 days.

This allows the exporters to giant U.S. purchasers of concentrated apple

.Juice a much more beneficial financial arrangement than would be afforded under
purchases and processing of domestic apples.
Third* Argentinean producers are receiving interest-free loans of $100 per
metric ton of concentrated apple juice exported.

These loans are not required to

be repaid for 10 years and allow a 2-year grace period before the first loan installment payment is required to be made.

One can obviously see the economic potential

these "loans" can have in the ability of exported products In both undercutting
domestic apple juice prices and permitting more favorable financing arrangements to
domestic purchasers of apple juice.
The subsidies bestowed in Argentina and other countries have had a devastating
effect on the marketability of American apples for apple juice.

As a result of

subsidization, exporters are able to offer concentrated apple juice at a price well
below the cost of production of U.S. apples to concentrated apple juice.

The
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average purchase price per gallon of concentrated apple juice imported to the United
States today is approximately $5.45.

For concentrated apple juice produced and

processed in the United States to be offered for sale at $5.45 per gallon, producers of apples could receive no better price for their apples than $3.45 per
hundredweight.

The average cost of production of one hundred weight of apples equals

between $5.25 and $5.50.

Thus, to compete with tbe price of subsidized apple juice

imports, apple producers would have to offer their apples at nearly a $2.00 loss
per hundredweight.
Subsidization of apple juice has had other economic consequences.

As previously

mentioned, the equivalent of over 30 million bushels of apples were imported into
the United States in 1982 as concentrated apple juice, which means that 30 million
less bushels of apples were produced for apple juice processing in the United States.
It is extimated that 30 to 40 employees are needed per million bushels of apples for
processing into apple juice.

As a result of imports of apple juice, between 900 and

1.200 jobs have been displaced in the processing sector alone.

Many additional jobs

that would have been created to produce the additional 30 million bushels of apples
and many other jobs related to the processing of apples have been foregone as the
result of apple juice imports.
The consumer has also had to suffer at the hands of apple juice imports.

The

processing of apples into apple juice In the United States is done under high quality
control standards to insure a superior apple juice product.

Processed concentrated

apple juice in many reporting countries has not been subject to these same quality
control standards and will not become subject to these standards when imported into
the United States, since the only "processing" done on this concentrated juice is
dilution by water.

It has been consistently shown that the quality of both concen-

trated and single strength imported apple juice is significantly inferior to the
American apple juice products.
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Our tariff and trade laws do provide some relief to domestic producers whose
ability to compete has been undermind by subsidized exports.

The Imposition of

countervailing duties on iWports of subsidized products will allow American producers to be competitive at home. However# as you probably are aware, the present
Tariff Schedule of the United States provides a zero duty on apple and pear Juice
imported from countries which enjoy the 'most favored nation" status.

Argentina

is a country which enjoys such status.
Since apple and pear Jutce has a duty free status with most favored nation
countries, in order for countervailing duties to be imposed there must be a shoving
of economic injury.

By economic injury is meant injury to "producers of like

products". The definition of like products under the tariff and trade lav

is

Interpreted to mean apple juice rather than the apples from wich the juice was made.
Consequently, in order for a countervailing duty to be imposed upon Argentina and
other most favored nations, the apple juice processors and marketers must initiate a
countervailing duty petition and injury to the agple Juice marketers must be shown.
The marketers of apple juice, who need only to dilute the imported apple juice
concentrate for marketing and who can obtain the imported concentrate at a much lower
and more profitable price, cannot show injury and have little incentive to file a

countervailing duty petition. The parties who are actually suffering injury by the
subsidized apple juice imports, the producers of apples, have no remedy under
present tariff and trade laws.
. The Imposition of a nominal duty on an apple and pear juice, as is proposed
under 8. 453, would help eliminate many problems incurred by apple producers under
current law.

The "injury test" would no longer be a prerequisite to the imposition

of countervailing duties.

Those suffering economic hardship at the hands of sub-

sidized apple juice imports, the apple growers, would have the opportunity to
petition the Commrce Department for the need of lpooition of countervailing duties
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and the Commerce Department will have greater flexibility in imposing duties in
those situations where the subsidization of imported products by other countries
has adverse effects in other sectors of our economy.
Ve do not see S. 453 as "protectionist" legislation, nor would we advocate
legislation which would prohibit or restrict the importation of products into the
United States.

The Pennsylvania Farmers' Association advocates free and fair

trade among nations, where the buying, selling and prices of goods are determined
in the international marketplace by fair competion among the suppliers and purchasers of products.

But in situations where a producer totally financing his own

cost of production must compete with a producer whose cost of production is partially financed by government subsidies and who can afford to undercut the selling
price of his goods as a result of such subsidies, the producer financing his own
production cost has little chance of survival.

For such producer to offer a

"competitive" price would be economic suicide, since he would be Incurring significant losses.
S. 453 does little more than give the American apple and pear producer an
even chance in attempting to compete with products which, as a result of government
subsidization, do not have to compete.

Apple and pear juice are presently the only

juice imports free of duty under the most favored nation category. We give our
highest support to S. 453, and we urge you, 'the members of this Subcommittee, to
adopt the bill as introduced and to work for its passage both in full Committee and
on the Senate floor.
Thank you.
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Statement of

POULTRY AND EGG INSTITUTE OF AMERICA
and the

NATIONAL DUCKLING COUNCIL
to the
Subcommittee on International Trade

COMMITTEE ON FINANCE
UNITED STATES SENATE
October 25, 1983

1r. Chairman, Members of the Committee, my name is
Lee Campbell, President of the Poultry and Egg.Institute of
America, Arlington, Virginia.
It is the desire of the Poultry and Egg Institute
of America and the National Duckling Council to present views
to the subcommittee and it is requested that these views be
included in the record of the hearing on H.R. .3398 and other
miscellaneous tariff bills.
The Poultry and Egg Institute of America is the
national non-profit trade association representing those who
produce, process and distribute chickens, ducks, eggs, geese,
turkeys and poultry and egg products.
The National Duckling Council is a national trade
group representing U.S. duckling growers, processors and
marketers as well as suppliers and allied industries having
an interest in the growth and development of the U.S. duckling
industry.
We are opposed to S.847 and to Section 121 of H.R.
3398 which would extend the existing duty suspension on crude
feathers and down until June 30, 1987.
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The production of ducklings has been growing in the
U.S. since 1979, in fact, production in 1982 exceeded 1978
production by nearly 33%. As part of efforts to sell the
increased production, processors of duckling in the United
States have actively sought export markets.

They have faced a variety of tariff and non-tariff
barriers in their attempts to market their products--frozen
duckling atid geese--in the international marketplace. It
is ironic that some of the very countries who *aintain trade
barriers against U.S. poultry products are given completely
free access to this country for feathers and down (a byproduct of the duck and goose business - and a part of the
.business that plays an important factor in profit or loss
for U.S. producers).
The strength of the U.S. dollar has also made it
difficult to sell ducklings and geese abroad. That same
disadvantage becomes an advantage for foreign competitors
selling. feathers- and down into the U.S. especially when
offered a duty concession by the U.S.
The existing duty suspension was granted, as far as
we are aware, without any quid pro quo. If the United States
gives up athin in tariff reductions it is imperative, we
submit, that concessions are received in return.
We urge the Committee not to extend the existing
duty suspension.
Thank you for the opportunity to present our views.
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October 21, 1983

VIA HAND DELIVERY
Honorable John C. Danforth
Chairman, Subcommittee on
International Trade
Committee on Finance

United States Senate

Washington, D.C.

20510
Res

S. 1853

Dear Mr. Chairman:
In connection with the hearings before your Subcommittee this date on H.R. 3398 and a number of Senate bills,
including the captioned proposal, concerning tariff matters,
I submit herewith a statement on behalf of Sea-Land Industries,
Inc. in support of S. 1853 and ask your permission that it be
included in the record of the hearing.
Thank you for your considerate attention to this
request.
Cordially,
RAGAN & MASON

"A C. &ak6-.
Karl R. Bakke
Counsel for Sea-Land Serv ice, Inc.
Enclosures
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STATEMENT OF
SEA-LAND INDUSTRIES, INC.
BEFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE,
SENATE COMMITTEE ON FINANCE
ON S. 1853
OCTOBER 21, 1983

Sea-Land

Industries,

Inc.

is pleased to submit this statement

in support of S. 1853.

Our operating affiliate Sea-Land Service,

Inc.

is the world's

largest container transportation system, operating 40 U.S.-flag
containerships,

81,000 containers and 46,000 highway

chassis

between 180 ports and cities in 57 countries and territories.
This bill would provide a qualified exemption for any vessel
that has been continuously absent

from the United States for

two years or more from the present 50 customs duty on routine
repairs and equipment obtained abroad.

The present 50 percent duty on foreign maintenance and repairs
is

a punitive measure that was written into the customs law

more

than 100 years ago to protect the domestic shipbuilding

industry.
vessels

Its purpose was to discourage operators of U.S.-flag

from purchasing

equipment,

or having

maintenance

or
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repair

work of

yards.

The

a non-emergency

underlying

nature

premise

was

that

vessels conducted their business on a
and non-emergency

shipyard

performed,

in

foreign

U.S.-flag

round-trip

merchant

voyage basis

work could be deferred

until their

return to a U.S. port.

That assumption was perfectly valid until recent years.
many maritime

nations

such as England,

Scandanavia

European countries

thit for centuries have

an

national

instrument

commercial

of

fleet

economic

traditionally

has

trades.

This

is

still

policy,

engaged

the

case

other

the

U.S.-flag

predominantly

for

vessels.

However,

changing,

and there are now many vessels of U.S.

times,

and

made cross-trading

round-trip voyages of limited duration in our own
export

Unlike

in

import and

most

U.S.-flag

technology and trading patterns

are

registry that

operate regularly in foreign waters for years at a time without
returning to the United States --

and cannot economically do so

for routine maintenance and repairs.

The Congress recognized
it provided

an

this developing

exemption

from

the

reality in

1971,

foreign-repair

duty

when
for

fishing boats and other special-purpose vessels such as barges,
sea-going
away

oil

from

recommending

the

rigs

and

United

enactment

research
States
of

that

for

two

exemption,

this Subcommittee concluded that:

- 2-

28-805 0 - 84 - 28

ships, provided
years

or

they

remain

more.

the parent

In

body of
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The amendment would not adversely affect
American shipyards or American labor since
these vessels would have to be in foreign or
international waters for 2 years or more in
order to be relieved from payment of the
duty, and could not in anv event be repaired
in U.S. shipyards during their voyages
., Rapt. o. 91-1474# 91st Cong., 2d
Sess.: 1970 U.S. Code Cong. and Admin. News,
p. 5911.) [Emphasis added.]
This very same finding is equally valid with respect to the
commercial vessels to which S. 1853 now proposes to extend the
same

treatment.

extended

periods

Where
of

there

time,

is foreign

it simply

deployment

is not

over

economically

feasible to return such vessels from their dedicated foreign
service to the United States for routine maintenance and repair
work.

Accordingly, U.S. shipyards are not and would not be

deprived of a single dollar of work that they might otherwise
reasonably expect.

That work is,

of necessity, done abroad in

the normal course of the vessels' regular foreign-to-foreign
voyages.

The magnitude

of the problem

for U.S.-foreign

operators

perhaps best be demonstrated by a specific example.
number of years prior to 1977 two of our vessels,
and

RAPHAEL

SEJOEES,

foreign-to-foreign

trade

had
in

been
the

used

Pacific

For a

BEAUREGARD

exclusively
in

supply of our armed forces in the Vietnam war.

can

connection

in
with

With cessation

of active hostilities, Sea-Land was faced with the question of
what to do with those vessels.
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One option was to bring the
calling at

U.S. ports.

in trades

back for employment

However, substantial routine repair

costs had been incurred during their stay abroad,

and it

was

estimated that the duty liability on that non-emorgency work
would be between 300 and 400 thousand dollars per vessel if
they returned to the United States.

This fact ultimately led to a decision to scrap the vessels
abroad, which meant that U.S. shipyards were deprive of the
future Aintenance andrepqkr. work that would have been booked
if

they had been returned for further productive use.

these

circumstances,

the

duty

provision

involved

Under
actually

worked to the disadvantage of U.S. yards, as well as to that of
Sea-Land.

Sea-Land is not alone in the classic Catch-22 dilemma to which
S.

1853

merchant

is

addressed.

Other _U.S.-flag

operators

also have

vessels presently dedicated on a long-term basis to

service away from home.

Those operators may ultimately wish to

bring their vessels back into the U.S.

trades,

at which time

duties on foreign equipment and repairs would be assessed.

As a matter of fact,
privately-operated

the law as it

now stands would apply to

U.S.-flag merchant vessels under charter to

the Department of Defense and required to be away from the
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United

states

for

protracted

periods

as

part

of

the

propositioned logistical support for the Rapid Deployment Force
Program.

Passage

A more egregious inequity is difficult to imagine.

of S. 1853 would

lay to

rest

this

penalty

for

not

having done what could not reasonably have been done under the

circumstances in the first place.

The 2-year absence requirement for eligibility in this bill, as
in the case of special-purpose vessels now entitled to the duty
exemption,

would

fully

protect

shipyard operators and labor.
could have been performed

the

interests

of

domestic

There is no way that the repairs

by such operators and labor in

the

first instance.

What

S.

1853

seeks

to

accomplish

is

a

modest

step

in the

direction of relieving the U.S. Merchant Marine from one of the
governmentally-imposed

cost burdens

compete effectively

with

state-owned carriers

of

World)

that impair its ability to

foreign-flag counterparts
both the

(including

Eastern Bloc and the Third

that generally not only have lower operating costs but

are heavily subsidized and accorded preferential

tax treatment

as well.

Indeed,
outright

the

Administration

accross-the-board

has
repeal

advocated
of

the

legislation
50

percent

for
duty
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requirement for precisely
therefore,

entirely

that

reason.

consistent

to free the Merchant Marine

with

This

legislation

Administration

is,

objectives

from debilitating cost burdens in

its competitive confrontation with foreign-flag operators.

In this connection,
U.S.-registry

it

should be pointed out that until 1979,

commercial aircraft

also were subject

to the 50

percent duty on foreign equipment and repairs.

In that year

the Congress

the duty

U.S.

provided

aircraft,

a

blanket

exemption

to foster operation of U.S.

from

for

civil aviation on a

commercially competitive basis with foreign air carriers.

Much

the

same

proposed in

S.

rationale
1853;

in

applies

fact,

to

the

amendment

with even greater logic.

aircraft can much more readily be returned
from abroad

further

to U.S.

facilities

for non-emergency maintenance and repair,

based abroad,

than can merchant vessels,

the operating

cost

and out-of-service

Civil

even if

and at a fraction
time.

If the duty on

foreign equipment and repairs represented a competitive
on the U.S.
warrant

commercial air fleet

legislative

relief,

then

foreign-deployed segment of the
justification

in

of

burden

the 1970's sufficient to

surely

the

burden

on

the

U.S. Merchant Marine and

the

for a more limited form of relief -

requiring a

2-year absence for eligibility - is exponentially greater.
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In sum,

the proposal in 8. 2583 to exempt from duty on foreign

repairs and equipment all vessels that are "on station" abroad
for 2 years or more would be
*

logical and equitable;

*

in accord with prior legislative action narrowing
the

scope

of

the

duty

requirement

where

a

legitimate inequity or hardship was demonstrated;
*

not

in conflict

with

the

legislative purpose

underlying imposition of that duty; and
consistent

*

with

the

Administration's

policy

position that this antiquated statute should be
repealed completely.

In closing,

it

is

pertinent to note that the revenue to the

Treasury derived in recent years
entries

has not been significant.

from foreign vessel repair
Annex A shows

that

the

average foreign repair duties collected in the period 1978-1982
on all U.8.-flag vessels was less than $2,500 per entry.

Given

this modest return, it may very well be that the administrative
cost of processing such entries and dealing with disputes and
protests have exceeded the revenue ultimately derived.

For the foregoing reasons* Sea-Land urges prompt and favorable
action on S. 1853.

43$
Annex A
Average Duty Per Vessel Repair Entries and Dutiess

(1)
Year
1978
1979
1980
1981*/
1982'Tr/
SJ-y.

Avg.

(2)

Commercial
Vessel

Entries

Vessel
Repair
Entries

104,253
i.0,947
108,876
107,848
101 87

2,482
2,144
1,998
2,124
2 184

(3)
Foreign
Repair
Duti 5

*2,237,716
S2195,672

$ 2,821,094
$ 7,490,397
$11, 958,332

T,340#r642

1978-1982

(4)

Average Repair
Duty Per
Vessel
Repair Entry

* 901.58

$1,024.10

*1,411.96
$3,526.55

475.43
$5
$2,433.•11

Sources Customs U.S.A., Annual Report 1982 p.
32-34; Entry and Liquidation Statistics, Report
AR 5401 (end of year reports) of the United
States Customs Service. Table excludes figures
for Puerto Riovo and U.S. Virgin Islands.

/

The increase in repair duties in 1981 and 1982 reflects the
liquidation of a back-log of repair entries for earlier
years. thus inflating the amount of duty collected.
Accordingly, since the number of repair entries in each of
the 5 calendar years shown remained quite constant, the
best gauge of tItv actual level of non-emergency foreign
repairs is a five-year average of the duties paid (bearing
in mind that the duties represent 50% of the actual expense
of such repairs).
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September 9, 1983
Roderick A. DeArment
Chief Counsel
Committee on Finance
Room SD 219 Dirksen Senate Office Building
Washington, D.C. 20510
Dear Vr. DeArments
The Semiconductor Industry Association (SIA) greatly
appreciates this opportunity to present its views on 8. 1420 -- a
bill to suspend the rates of duty on semiconductors and computer
parts. The semiconductor industry has long been among the
strongest supporters of free trade. We oppose barriers to trade
of any kind, and feel that this legislation could be of great
benefit to our industry.
This is a particularly important time for the passage of
legislation to authorize the President to suspend the duty on
semiconductors. An agreement for the reciprocal reduction of
semiconductor duties is under active consideration in
negotiations between the United States and Japan to secure
greater access to the Japanese market for U. S. semiconductor
exports.
In 1983 the U.S. semiconductor industry expects to pay total
duties of $83 - $95 million to the U.S. and Japanese
governments. This sum represents approximately 5% of annual
investment by the U.S. industry. The suspension of the rate of
duty in the United States alone would save U.S. semiconductor
manufacturers $65 - $77 million in 1983 duty payments on the
value added in that part of semiconductor assembly and testing
which is conducted overseas. This would certainly be one of the
single most significant cost savings the U.S. Government could
effect for the U.S. industry.
In addition, domestic semiconductor manufacturers allocate
very high portions of their net sales to R&D and investment. In
1982 R&D as a percentage of net sales reached 10.7% and in 1981
investment as a percentage of net sales stood at over 20%. As a
rule, firms in the U.S. semiconductor industry pay no dividends,
but plow all earnings back into their business.
With industry demand for investment capital so great, the
majority of the savings experienced by the industry would be
utilized for increased R&D and investment. In this highly
competitive industry, the balance of savings would be passed on
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- 2 to users of semiconductors in terms of lower prices. The result
of both uses of the duty savings would be increased economic
activity in this country, and ultimately more tax payments to the
Federal as well as to state and looal governments.
In the competition between U.S. and foreign semiconductor
producers, national duties play a role only as a cost to all
producers and the majority of this cost is borne by U.S. firms.
Suspension of the duty on semiconductors especially when coupled
with reciprocal action by the Japanese Government, would benefit
the U.S. industry more than that of any other nation.
We urge your committee- to take positive action on S. 1420.
It is a simple and effective step to increase the competitiveness
of the U.S. semiconductor industry at home and abroad, and an
essential step in order to secure greater access to the Japanese
semiconductor market.
Sincerely yours,

Robert N. Noyce
Chairman
Semiconductor Industry Association

and Vice Chairman
Intel Corporation

lktK-9/D
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STATEMENT ON BEHALF OF
To JOST UT1Ity GROUP
IN SUPPORT OF S. 1430 AND 8. 1443
To amend the Tariff Act of 1030 regarding ame condition
*rawbacks and same kind and quality drawbacks, and for other
purposes.

This statement Is submitted on behalf of the Joint Industry Group, which
is a coalition of trade associations, and the businesses they represent, interested in
the technical upects of. International trade, and especially Customs matters. This
statement is supported by:
Air Transport Association of America
American Eleotronics Association
American Association of Exporters & Importers
American Retail Federation
Chamber of Commerce of the United States
Cigar Association of America
Computer & Business Equipment Manufacturers Association
Council of Amerioan-Flag Ship Operators
Electronic Industries Association
Foreign Trade Association of Southern California
International Hardwood Products Association
Motor Vehicle Manufacturers Association
National Association of Photopaphic Manufacturers
National Committee on International Trade Documentation
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National Customs Brokers and Forwarders Association
National Foreign Trade Council
Scientific Apparatus Makers Association
The Joint Industry Group supports the proposed modifications of the Same
Condition Drawback statute, Section 1313(J) of the Tariff Act of 1930, which are
contained in 8. 1430 and 8. 1443, and, in addition, recommends some additional
changes to that provision of the law which, we think, would permit American exporters
to reals the full benefits which that statute was intended to provide.
Many of the companies represented In the Joint Industry Group are multinational corporations which operate facilities located within the United States as
well as throughout the world. Many of the members of the Joint Industry Group
are both Importers and exporters with obvious Interests in international trade and
a compelling need to be competitive In the markets of the world. The companies
represented by the Joint Industry Group now face substantial competition in those
markets, and must meet that competition notwithstanding rising costs and the current
strong position of the United States dollar, both of which have combined to make
their products less price competitive by comparison with those articles which originate
in other countries,
For nearly two centuries, the Congress of the United States has recognized
the role of drawback- In our export trade, by including provisions for the payment
of drawback in the Tariff Act of 1789, the second law passed by the First Congress
of the United States, and by maintaining drawback proVisions In the Tariff Acts of
this country from that time to the present. More than one hunted amendments
and modifications have been made to the drawback laws to date, the most recent
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being the passage of Public Law 96-609, which added a new Subsection (j) to Section
1313 of the Tariff Act of 1930, and made it possible for exporters to receive refunds
of duty paid on imported merchandise exported in the same condition as when that
merchandise entered the United States, and in addition, provided that certain
"incidental operations" could be performed on imported merchandise without
disqualifying them for the benefits of Subsection (j). This, the so-called same
condition drawback law, took effect on December 28, 1980.
Our experience with the current same condition drawback law indicates
that there are areas in which we think the law might properly be amended to better
effect the ends to which that law was originally addressed, by: (1) Enhancing the
competitive position of US. exporters in foreign markets by reducing the cost of
their products as a consequence of refunding duties paid upon their importation; and
(2) Encouraging businessmen to maintain and establish facilities in the United States,
rather than overseas, by reducing the net duties payable by those businessmen, and
thereby reduce the cost of operating such facilities in the United States through
payment of drawback. This is a process that will create jobs in the United States.
As enacted, the same condition drawback law authorizes the payment of
drawback upon the exportation of imported articles which have not been "used" and
are, except for the performance of "incidental operations," in the "same condition"
as when those articles were imported. Over the last 21 years, significant, practical
problems have arisen in three areas:
1, United States exporters commonly procure commercially interchangeable
products from more than one source; such dual-sourcing serves to protect the buyer
from losses which might otherwise be incurred in the event that a single vendorsupplied item became unavailable by reason of natural disaster or other unforeseeable
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interruption In delivery. It has become Increasingly desirable, and usual, to source
the essential parts of articles from both domestic and overseas vendors. Inasmuch
as Section 1313(j) Is limited to the payment of drawback upon the exportation of
imported articles, the United States exporter must either maintain segregated
inventories of United States and foreign sourced articles so that he can positively
Identify the origin of otherwise commercially Indistinguishable components or forego
drawback to which that exporter would otherwise seem entitled. Clearly, either
course of action on the part of the exporter Involved added elements of cost that
were not contemplated upon the enactment of the same condition drawback law.
As Introduced, 8. 1430 and . 1443 would permit the substitution of merchandise "of
the same kind and quality" for Imported merchandise without denying the exporter
the benefits of drawback upon its exportation. In addition, we suggest that this
provision of the bil be amended to provide specifically for the payment of drawback
upon the exportation of an aggregation of Imported merchandise and other products
of the same kind and quality. Our suggestion In this regard would conform
Section 1313(j) to the corresponding provisions of Section 1313(e) and would clearly
eliminate any need for additional costs incurred In the maintenance of separate
Inventories.
2. A significant difference in opinion as to the applicabililty of
Section 1313(j) has arisen with repeat to packaging operations performed In the
United States upon imported or domestic merchandise. Examples of the particular
problems which have arisen with respect to packaging materials include the question
of whether the filling of an imported box, bottle, can, or other ocr.tainer Is a "use"
of that article which render such container Ineligible- for drawback upon their
exportation. 8. 1430 would, In our view, substantially dissipate the uncertainty
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which has arisen in this area, and as noted above, we suggest some modifications in
the language of the proposed amendments which should further clarify these situations.
These modifications are set out In Annex I.
3. Although the drawback status of pokaging materials represents a
very specific problem area under Section 1313(j), It Is also Illustrative of the difficulty
which has been encountered In the practical application of that portion of
Section 1313(j) which permits the performance of "Incidental operations" upon imported
merchandise without disqualifying the same from eligibility for payment of drawback
upon their exportation. The term "incidenta operations" Is not defined clearly in
the existing statute, so that there is no objective standard for determining whether
a given operation may or may not be performed without loss of potential drawback.
We recognize the difficulties which are inherent in attempting to draft objective
standards to cover unforeseen factual situations and the manufacturing technology
of tomorrow, and at the same time, we recognize the fact that certain generic
classifications of operations necessarily blur distinctions in degree which are of
commercial and legal significance. Thus, for example, certain packaging operations
may involve extremely modest manipulations of the materials employed, so that all
would conclude that such operations were Indeed "ineldental," end resulted In no
change of condition or use of the materials employed. On the other hand, other
packaging operations necessarily involve substantial transformations of the materials
employed so that, similarly, all concerned would recognise that those particular
operations were tantamount to a manufacture or production which would ordinarily
be cognizable under other provislorw of the drawback laws, i.e., Section 1313(a) or
Section 1318(b). Prudent businemet, we think, should be willing to conform to
the statutory and regulatory requirements of Section 1313(a) or (b), where substantial
manufacturing is Involved, or to the requirements of 1313(j), in the event such
operations re truly "Incidental". By the same token, the exporter should be prepared
to determine, In advance, which statutory and regulatory framework is to be followed
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with respect to particular operations. The real problem, and the problem which we
think should be eliminated by appropriate amendments to Section 1313(J), Is that the
interpretation of existing law suggests there are operations which are more than
"incidental" and are les than "manufacture or production" so that performance of
those operations disqualifies the article upon which they are performed from drawback
in either instance. For this reason, we have drafted language which, if enacted,
would have the effect of defining "Incidental operations" as being those operations
"which do not constitute manufacture or production for drawback purposes" under
Sections 1313(a) through 1313(h).
In summary, then, the Joint Industry Group supports the -proposed
amendment of Section 1313(J) In the manner proposed In 8. 1430 and . 1443, and
further recommends that this Committee consider additional technical modifications
to the bill which will further clarify the problem areas Identified above, a set forth
In Annex I.
Respectfully submitted,
TIM JOINT INDUSTRY GROUP

John 8. Rode
JSR:of
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ANNEX I
NOTE: Changee reoomended by

The Joint Induetry Oroup are

indicated in the folZowing
manner:
118Th

CONO(tl;SS

1t4T Sis.NIoN

S. 1430

To animud tho Tariff Act oif1030 regnrding mine conlitioi drwlck. undo
kind and quality drawbacks, and for other pIuis.

Language added to the
bill ha. been placed in the
right-hand margin with an
arrow drawn to the point of
insertion;
lilt,

Language deleted from
the bill has been encloeed

in brackete and stricken
through.

IN THE SENATE OF THE UNITED STATES
Jui~ 8 (legislative day, JuNi 6), 1983
Mr. l)UktNItskomt introduced the following bill; which was read iwice and
referred to the Commitee on Pimnwe

A BILL
To amend the Tariff Act of 1930 regarding same condition
drawbacks and same kind and quality drawbacks, and for
other purposes.
I

Be it enacted by the Senate and House of Ilepresenta.

2 tives of the United States of America in Congress assembled,

3 That section 313j) of the Tariff Act of 1930 (J9 U.S.C.
4 1313(j)) is amended-

(1) by redesignating paragraph (2) as paragraph

5.

6
7

8

(3);
(2) by inserting after paragraph (1) the following
new paragraph:
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"(2) If merchandise of the same kind and quality as im-

1

2 ported merchandise upon which
was paid any duty, tax, or
an aggregation of
______._________or
fee
because
of
such
importatio.suc'
merohan3
dise imported
and merchandise
of
"(A) is, before the close of a three-year period be- the same kind and
quaZity,

4
5

ginning on the date of the importation-

6

"(i) exported from the United States; or

7

"(ii) destroyed under customs supervision;

8

and

9

"(B) is not used within the United States before

10

such exportation or destruction; then upon such expor-

11

tation or destruction 99 per centum of the amount of

12

each such duty, tax or fee so paid shall be refunded as

13

drawback, notwithstanding the fact that none of the

14

imported merchandise may actually have been export-

15

e

Lor destroyed

;"

(3) by amending paragraph (3) (as redesignated by

16

17

paragraph (1)) to read as follows:

18

"(3) Thefhominifj

19

eiesn

operationss (including,

but not limited to testing, cleaning, repacking, and inspect- ,adosting
Lwhich do not constitute

20 ifig)on-

mnufacture or production

it

21

22

"(A) the imported merchandise itself in cases to

for
drcbaok purodeo
under the proceeding
provisions of this

which paragraph (1) applies; or

action,

"() the merchandise of the samekind an

23
24

performancee

in cases to which paragraph (2) applies;

.

(C) packaging materials
in cases to which paragraph (4) applies;
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3 shall not be treated as a use of that merchandise
4100 for purposes
4

of applying paragraph (I)(11) or (2)(B).; andof

(2)(3)."
anddeemed

(4) by adding at the end thereof the following new

5

addingfor

by

6

paragraph:

7

"(4 ~.l

material that i

:--~ling
d-'
..............
al

8

9 packaging ofLopoo

PO W f". "SO ,1 IN-

aging

used for

merchandise to which paragraph (1)

or (2)

is,

a

n the same

11 manner as such merchandise for purposes of refund, as draw12 back, of 99 per centum of any duty, tax, or fee imposed under
13 Federal law on the importation of such material.".

0

1430 is

Lmported
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.. ....
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8
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To amend the Tariff Act of 1980 regarding same condition drawbacks and same
kind and quality drawbacks, and for other purposes.

IN THE SENATE OF THE UNITED STATES
JuNs 9 (legislative day, JuNs 6), 1983

Mr. DuNnusoso

introduced the following bill; which was read twice and
referred to the Committee on Finance

A BILL
To amend the Tariff Act of 1930 regarding same condition
drawbacks and same kind and quality drawbacks, and for
other purposes.
1

Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,
3 That section 313Q) of the Tariff Act of 1930 (19 U.S.C.
4 1313(j) is amended5
6

7
8

(1) by redesignating paragraph (2) as paragraph
(3);

(2) by inserting after paragraph (1) the following
new paragraph:
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"(2) If merchandise of the same kind and quality as im-

1

2 ported merchandise upon which was paid any duty, tax, or
3 fee because of such importation-

or an aggregcation of
ouch imported merohan-

dies and merchandise of
"(A) is, before the close of a three-year period be- the awm. kind and

4

qualityi,

ginning on the date of the importation-

5
6

"(i) exported from the United States; or

7

"(ii) destroyed under Customs supervision;

8

and

9

"(B) is not used within the United States before
such exportation or destruction.".

10

0

8
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COMMENTS OF
THE SHERWIN-WILLIAMS COMPANY
FILED WITH THE FINANCE COMMITTEE
The Sherwin-Williams Company is filing this Comment
in response to the request by the Senate Finance Committee
for comments on certain miscellaneous tariff bills.

We

support the passage of S. 1372, a bill introduced by Senators
Percy and Bentsen and Section 125 of H.R. 3398 which suspend
the duty on MXDA (meta-xylene diamine) and 1,3-BAC (1,3-bis
[amino-methyll - cychlohexane) until June 30, 1986.

These

chemicals are used to produce epoxy curing agents, engineering
type nylons, tetrafunctional epoxies, and diisocyanates.
The are used in:
- Aerospace composites - as a part of the matrix
(or glue) that holds the carbon fibers together.
- Engineering type nylons - as a part of a nylon
polymer used for molding parts (gears, fan blades,
electrical connectors, housings, etc.) where
high tensile strength, high resistance to moisture
and heat, and high dimensional stability are
required.
- Epoxy curing agents - as the hardened portion

of an epoxy system requiring good chemical resistance, good moisture resistance, good durability and temperature stability.

- Urethane system - as the hardener in the diiso-

cyanate portion of high performance urethane
systems used in flooring systems, adhesives,
coatings, sealants and casting compounds.

The advantage in using 1,3-BAC in some applications is its
slightly higher resistance to ultraviolet degradation.

Be-

cause of the extra cost in manufacturing 1,3-BAC, its use is
more restricted to areas requiring very excellent ultraviolet resistance.
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Sherwin-Williams currently produces the product
'IPN (isophthalonitrile) via the ammoxidation of meta-xylene.
MODA is then produced via hydrogenation of IPN.

The hydro-

genation reaction requires facilities that will handle
reaction pressures up to 4,000 psi and enable continuous
processing.

Sherwin-Williams does not now have such facilities

available nor are there such facilities available for this
reaction in any other U.S. based company which could perform
this conversion for.Sherwin-Williams on a contract basis.
Therefore, Sherwin-Williams must rely upon a Japanese firm
to supply MXDA and 1,3-BAC for its market development.
Suspension of the duty on MXDA and 1,3-BAC for
three years would allow Sherwin-Williams the opportunity to
develop new markets for these products in the United States.
If the market development efforts are successful, SherwinWilliams plans to construct facilities in the United States
for an estimated cost of $10-$12 million which would perform
the chemical conversion step now being carried out in Japan.
It is estimated that the market development activity will
take approximately three to five years with plant construction
to begin sometime during that period. MXDA and 1,3-BAC are
important keys for Sherwin-Williams' ability to maximize the
use of its current plant by being ible to vertically integrate to higher value chemicals and to open up many new
market areas for us.

The products being developed and

currently made from these chemicals are "state of the art"
and "next generation performance level" within their industries.
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However, each of these areas is price sensitive and the duty
suspension will help us develop the domestic and international
markets more quickly so that we can justify manufacturing
'facilities in the United States.

Neither of these materials

is manufactured in this country at this time.

The end

result of this effort could make a United States chemical
manufacturer a direct competitor with the Japanese for the
marketing of these products, not only within this country,
but in the international market.

This would benefit the U.S.

balance of trade with Japan and expand U.S. trading opportunities throughout the world.
On June 29, 1983, the House passed H.R. 3398,
"Omnibus Minor Tariff Amendments," which provides under
Section 125 for the suspension of the duty on MXDA and 1,3-BAC
for three years.

The Administration testified before the

House Trade Subcommittee that it had no objection to its
passage.

The Ways and Means Committee considered it to be a

noncontroversial tariff issue.
The Sherwin-Williams Company urges your favorable
report on S. 1372 and Section 125 of H.R. 3398.
Respectfully submitted,

Director of Industry and
Government Affairs
Sherwin-Williams Company
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October 25, 1983

Mr. Roderick A. DeArment
Chiof Counsel
Committee on Finance
Room SD-219
Dirkeen Senate Office Building
Washington, D. C. 20510
Dear Mr. DeArment:
I am writing on behalf of Tasco Sales, Inc., in regard to
the Senate Finance International Trade Subcommittee hearing
on miscellaneous tariff bills held October 21st.
As president of one of the oldest and largest independent
companies importing optical products from Japan, I wish to
express my support for S. 1642, introduced by Senator
Spark K. Matsunaga of Hawaii, that would authorize the
duty-free importation of telescopes valued at not more
than $200 and riflescopes valued at no more than $50.
Tasco is the American distributor of binoculars, telescopes
and riflescopes manufactured in Japan, sold both at retail
under the Tasco brand and distributed through large domestic
retail chains. Tasco supported legislation in 1980 which
gave duty-free status to binocular imports and has seen the
positive results of its efforts. Enactment of that legislation has benefited both Tasco and the American consumer, as
sales of binoculars have risen and retail prices have declined.
Tasco believes enactment of 5. 1642 would have a similar
effect on sales of telescopes and riflescopes on the lower
end of the price scale.
At present, telescopes and riflescopes are imported into the
U. S. from Republic of Korea, Taiwan, Hong Kong and Japan,
imports from the first three countries benefiting from dutyfree status under the Generalized Systems of Preferences (GSP).
MeW"g Addre P.O. box 600.
n . FWd 33152 - 00O
Stvo Addre
600 NW. M 8K Miml. flr
33122
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Page 2

GSP status gives imports from these three countries price
advantages over Japanese produced goods# which are considered
higher-quality products. For example, it is well-known that
the Japanese export inspection system assure quality control
in its riflescope exports not found in the GSP countries.
Due to their poor quality, the duty-free imports from GSP
countries are sold at lower prices in the U. S.# forcing
the few American producers of inexpensive riflescopes to
match the duty-free price, depressing the domestic market
further. Japanese-made riflescopes, however, are of higher
quality and their availability at a reasonable price
(unburdened by a 20% duty ad. val.) provides a distinct
advantage to the American buyer.
The two-tiered duty system proposed by S. 1642 would allow
for duty-free importation of telescopes and riflescopes with
minimal effects on U. S. producers, In general, the average
price for an American-made telescope is over $500, substantially more than the $200 cut-off point for duty-free
treatment in S. 1642. Domestic riflescope producers also
concentrate on the top-end of the price scale, with their
average product costing between $75 and $150 and far exceeding the $50 limitation on duty-free imports.
To summarize, Tasco supports S. 1642 and urges the Committee
to approve the bill because it will provide a better quaLity
product to the average amateur astronomer and sportsman at a
reasonable price. Without the elimination of duties on lowerpriced imported telescopes and riflescope, importers and
distributors such as Tasco may be required to import more
products from GSP countries such as Korea, Taiwan and Hong

I
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Kong, resulting in lower quality goods and fewer products
available to American consumers.
Thank you for the opportunity to present my views on this
legislation.
Respectfully submitted,

George G. Rosenfield
President
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STATEMENT OF THE AMERICAN HONEY PRODUCERS ASSOCIATION
Prepared for the
SENATE FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE
Mr. Chairman, and members of the subcommittees
I am Glenn Gibson, Executive Secretary of the American Honey Producers
Association, a nation-wide organization of honey producers, and or, beekeepers.
We have members In 41 states Oir group is the only nation-wide industry
organisation where the voting privileges are limited to producers only. Nonproducer members are welcome, but they are not permitted to vote.
Our organization is pleased to have this opportunity to present its recommendations concerning our great problems with imports. We wholeheartedly support
S. 526 by Senator Larry Pressler.
STATISTICAL ESTIMATES
For the Subcommittee's Information over 200,000 beekeepers who produce honey,
beeswax and offer pollination service to other segments of agriculture are
divided in three groups:
200,000 hobbyists, owning less than 25 beehives, or colonies;
10,000 sideliners, owning 25 to 300 beehives, or colonies; and
1,700 commercial, owning 300 colonies, or more.
Tbtal ownership in the U.S. is estimated to be 4.2 million colonies. Hobbyists
and sideliners own 50 percent of the nations beehives and collectively produce
40 percent of the honey. Commercial beekeepers own the balance and produce
60 percent of the honey.
Hobbyist beekeepers, especially those with a few colonies, usually do not sell
conrmercially. Instead, their production goes for home use and gifts for friends
and relatives. Few in this group have any interest in making a profit and
would not be affected with low prices.
On the other hand, sideline beekeepers are concerned with prices and markets.
Some pack and distribute their honey to neighboring grocery stores. Others
sell to packers and operate retail outlets - such as roadside stands. Over the
years a number of these have made use of the honey loan program. Commercial
and sideline beekeepers produce 80 percent of the nation's domestic production,
Consequently, our recommendations for import protection are designed to assist
these groups.
Our annual domestic production has shown no long-term change. However,
annual production in recent years has been slightly lower than the forty year
estimated average of 220 million pounds. This tends to explode the Department
of Agriculture's theory that high subsidies cause overproduction. A high supprt rate will no doubt cause overproduction in exporting countries when they
ve a dumping ground like the 'United States.
PRICE SUPPORT EXPERIENCE
Authorization for the honey loan program was a part of the 1949 Farm Bill.
This legislation mandated the support for honey at the rate of 60 to 90 percent
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of parity. The program was relatively trouble-free until 1980 when heavy imports
caused a number to forfeit their loans and deliver their honey to the Government.
The problem worsens with each passing year. Figures on Commodity Credit
Corporation acquisitions and honey imports follow --Year
1970
0.71
1972
1973
1974
1975
1976
1977
.1978

(millions of pounds)
0.1
0.0
0.0
0-.0
0.0
0.0
0.0
0.0
Q.0

0.0

1979
1980
1981
1982
()

CCC acquisitions ()

6.0

38.7

76.0

Imports
(Millions of pounds)
8.9
11 4
39.0
10.7
24.6
46.4
66.5
63.9
56.0
58.6
49.0
77.3
92.0

From the previous crop year

We expect the figures for 1983 to show increases in both imports and takeover.
During this period annual exports averaged less than 10 million pounds, which
is certainly more than could be expected. Obviously, heavy imports are causing our problems with the honey 1oan program.

TARIFF RATES OF MOST-FAVORED-NATIONS
The Foreign Agriculture. Service, USDA, reports the following tariffs imposed
on imported 'honey from some honey trading countries s
Hong Kong
Canada
Australia
Saudi Arabia
Kauwait
Malaysia
Singapore
European Community
Argentina
Hungary
Japan '
Bahamas
Turkey
Romania
Mexico
Venesuela

0
1.5 cents per pound
2 Ad valorem
3%Ad valorem
3%Ad valorem
11 U.S. cents/lb.
11 U.S. cents/lb.
27% Ad valorem
28% Ad valorem
30% Ad valorem
30% Ad valorem
32.5% Ad valorem
50% Ad valorem
50% Ad valorem
50%'Ad valorem plus 2%export pzomotion surcharge plus 1.50% port
improvement surcharge
60% Ad valorem plus 3.5% port surcharge
if arriving by ship or 5.5% if arriving
by air.
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Red China
Bulgaria
Brazil

80% Ad valorem
100% Ad valorem
Prohibited

By no stretch of imagination can anyone say that the beekeeping industry is
being treated fairly under the present tariff structure. Duties imposed on
imported honey in Red China, Mexico, Argentina, and Brasil irritates our members
no end. However, they realize these countries are not likely to buy American
honey anyway, but the ill feeling will persist until this inconsistency is eliminated.
Japan and the European Community tariff schedules make a mockery of free
trade. Not only do they exclude American honey, but they cause more honey
to be shippei to our low-duty ports. Duties for these countries could be justified if they had a large industry. Foreign Agriculture Service reports the
following colony count for 19821
Japan
France

307,000
1,200.000

West Germany
United Kingdom

1,130,000
212,000

As in the United States most of the owners will be hobbyists and sideliners,
who need very little protection.
THE HONEY BEE POLLINATION STORY
For more than thirty years we have stressed the value of honey bee pollination
when seeking assistance of any nature from the goverment. Gcv eminent officals
and industry leaders have estimated this value to other segments of agriculture
at $10 billion or more Beekeeper mail to and from Washington usually includes
a reference to the great value of honey bees as pollinators. As a result, most
have a vague appreciation of the industry's importance.
During the last three years honey producers have written a number of letters
to members of Congress about our problem with imports and the possibility of
losing the honey loan program. I have received copies of these both to and from
Washington. All producer correspondence expressed deep concern about the
possibility of losing honey supports. Congressional replies generally included
a response from the Department of Agriculture.
A close study of the letters that hve originated in the Department of Agriculture
reveals some troublesome bits of misinformation. Also, we have noted that this
erroneous information has appeared in the news. We do not feel that the Department can make a reasonable decision until these are clarified. Misconception
regarding honey bee pollination is that pollination fees can, and should, sustain
the commercial and sideline beekeeper. This conclusion ignored two important
facts -- only a tiny percentage receive fees for pollination and most honey bee
pollination is done free of charge.
Department officials have told us that we can partially solve our economic problems by merely raising the pollination fees. We agree with Dr. Marshall Levin,
director of the USDA, Agricultural Research Service Laboratory in Tucson,
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Arizona when he said i
....
We have been told that charges for pollination should be increased
to offset losses due to pesticides, diseases, etc. Most of us who are
familar with the industry know that this perception is not correct.
This country's pollination needs can only be supplied by a thriving,
profitable beekeeping industry based on honey production...."

Senator Larry Pressler wrote us expressing concern about these misconceptions:
"... Two such misunderstandings are that beekeepers receive a large
part of their income from pollination fees and that the honey loan program has encouraged increased honey production. You know that
these things are not true, but -- the Department of Agriculture does
not understand this...."
SUMMARY AND CONCLUSIONS
Our requests for Administrative assistance have fallen on deaf ears. Among
other things we asked the Secretary of Agriculture to request a Section 22
study by the International Trade Commission. Also, we have sponsored legislation that would assess a 10 cent duty on all from most-favored-nations and
20 cents on communists countries.
The honey loan program is fast becoming unmanageable and the future promises mok.
of the same. Loss of the honey loan program or reduction in the rate of support will bankrupt a number of our commercial beekeepers.
For the Subcommittee's information I am attaching the following$
*

A letter Senator Larry Pressler dated September 19, 1983.

*

An article by Dr. Roger Morse', Department of Entomology, Cornell
University.

*

Our letter to the Secretary of Agriculture Block dated July 5, 1983.

We urge the Subcommittee to give serious consideration to duties and quotas
which seems to be the only solution for industry survival and continuation of
free pollination to Agriculture.
Respectfully Submitted
Glenn Gibson, Executive Secretary
American Honey Producers Association
October 24, 1983
Attachments - 3
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WAIHINGTON, 0.C. #0510

September 19, 1983

Mr. Glenn Gibson
American Honey Producers Assoc.
P. 0. Box 368
Minco, Oklahoma 73059
Dear Mr. Gibson:
(As you know, I recently met with a group of beekeepers and U.S.
Secretary of Agriculture Block. Several issues were discussed
and several misconceptions by the Department of Agriculture became evident. Since the meeting, I have been working to correct
USDA's false impressi6ns. Two such misunderstandings are that
beekeepers receive a large part of their income from pollination
fees and that the honey loan program has encouraged increased
honey production.
You know that these things are not true, but it became clear at
the meeting that the Department of Agriculture does not understand this. In an effort to bring attention to this matter, I
recently made a speech on the Senate floor concerning the honey
industry. For your information, I am enclosing a copy of my
statement.)
You can be assured that I will continue to fight for the continuation of an effective honey program. If you have any questions
or comments, please don't hesitate to contact me.
Sincerely,

LarryPes
United Stalks Senator
LP/mud
Enclosure
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of
tent role they play Is In the pollnation
cloven In pemanet pastures, We don't
pstur ~r o
as we once did In
Amerca but we do pasture dry cows Ond
helfere, beef cattle, sheep, goats, and
horses. Permaennt pastures exist In many
parts of the country because there 1i
reseedng of the olovere and plants such
s b idfootrefolt. lrdsfoot trefoil is an
sample of Inintroduced European plant
that retire an Inseot as lare as the
hon
boo to accomplish pollinatlon.
When bees are foraging over an area of
many square miles, It i again obvious
that user fes will not be Colleoted.
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In New York State the Department of
Transportation requires that roadside
pan include a Certain amount of
trefoil. This is because this
plant, once established, is permanent, It
resede Itself, and because of its deep
root system, aids In eroson control. in
Pennylvan crown vetch Is used, and I
presume Other State have similar re.
quiemnts for obvious reasons. Again,
these Plantings would not be permanent
without adequate pollination and Itls ob
vlous that state departments of tranepor.
are not in a poollion to reinburse
nation
beekepers
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In many ploes In the United States,
usW feeS are Paid for pollination. The
most notable examples are apples across
the nthem United States, ilmonds In
California, alfall In the western states,
blueborde In Michigan, Maine, New
Jersey and North Carolina, cucumbers In
several states, and a host of other crops.
The article by Dr. Everett Oertel In the
March 1903 Issue of Amwc BN Journel
sunmarizm the-rental of honey bee Colonies by beokespers In the United States.
The greatest number of colonies is rented
In Californ a followed by the states of
Washington. Michigan, New York, F "id.
However, the number of oolonlee for
which a user fes Is paid Is only slightly
over 10% of the number of Colonies found
In the whole country.

AS one divs across the farmlende of
our Country and lose Icr apiaries, one
will be found ery two thres. or four
mites In better farm country. Th is often
not evident because
beekeeper hide their
aplere In order to reduce vendalism If
Met P aeen IsFree
the iaris ar two miles Wt, then the
bes ere foraging over a minimum of
Whet must be emphasized i that most
aout foulr su miles, whereas If they pollination service Is free. It has tradare three or four miles apat, the area Is " tionally been this way aW will remainao
lorg asO or is square mies. Roent for good end ample reasons.
rooeach has sown that itis not uncom.
non for honey bees to fly five or six miles
Continued on next pe
or food. As Inurban Amri, them bees
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Meeting With
Secretary Block
Continued fror Pogo 537
Pm0110s Witl The CWnt
PONc
Suppert PrO -the current prico support
that
It isclear
program Isnot working. The fault dos not
i* with the boakespotsOr the bekoping
industry but the fact that Aplcultur* II
changing worldwide. Out price support
program Is underwitlng the price Of
honey in Calaia. Mexico, Argentina,
China and evy other honey.producing
country on earth; that was not the inlenh
tion of the original legislation.
At present there Is a 15-20 cents per
pound spread between the price being
paid by honey packers and the price suppod program price being paid by the
Federal Government for honey that will be
taken over by the government from the
1N crop will approach 100 million
pounds. Obviously, the program muat be
redesigned.
it the U.S. Department of Agriculture
failt to act to change the present price
support !iglaation. then the incusity and
the Congress must proviO the slOutio. :

28-805 0 - 84 - 30
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Honey Producers Dispel Pollination
And Overproduction. Myths
The Honorable John R. Block
Secretary of Agriculture
Washington, D.C. 20250
Dear Mr. Secretary:
URING the last three years honey producers over the
jj country have written hundreds of letters to members
of Congress about our problem with imports and the pos.
sibility of losing the honey price supports. Most of these
have been bucked to your office for reply. Some pro.
ducers have written you and others in the Department.
I have received copies of a number of these both to and
from Washington. All producer correspondence expressed
deep concern about the possible loss of honey supports If
imports were not controlled.
A close study of the letters that have originated In the
Department of Agriculture reveals several troublesome bits
of misinformation. Also, we have noted that this erroneous
Information has appeared in the news. We feel that your
Dep rtment can assist us in correcting these errors.
Th\ most troublesome points are:
1. That pollination fees ca.-i be increased to soften the
effects of pesticide losses and cheap Imports.
2. That high subsidies or supports will ca,.e overproduction of honey.
For more than 30 'years we have stressed the value of
honey bee pollination wben seeking assistance of any nature from the government. Honey-bee pollination benefits
to other segments of agriculture has been estimated at $10
billion or more. Discussions with members of Congre.
and officials in the Administration about the value of
honey bee pollination have overlooked one point - only
a tiny percentage of beekeepers actually received cash ren.
talks. In actual practice more than 90 percent of beekeepers pollinate neighboring crops free of charge. As a result
of overlooking this point when discussing honey bee pollina.
tion, a number in the Congress and Administration feel
that we can partially solve our economic problems by

DJ

THE SWEETENING OF
AMERICA
. .

ID- you Un-w-tht the United

States has become a honey.
dumping ground of the world?
That's what Richard Adee, of Bruce,
S.D., says, and he ought to know,
he's vice president of the 650 mem.
ber American Honey Producers As.
association. "Our big markets are
lost," he says, "and It appears the
government program will take about
75 million pounds of our 220-mil.
lon-pound rop." The solution, according to r. Adee, is simple;
ralse the current I cent-per-pound
import tariff on honey to 10 cents.
One's first reaction Is amazement:
Does the United States really produce 220 million pounds of honey
a year? Can it be true that there

OA

merely raising the pollination fees.
This shocking realization came to us suddenly dunng
our losing fight to save the Beekeepers Indemnity Payment Program when a congressman suggested that the
pesticide problem could be partially solved by raising the
pollination fees. This hazy thinking originated in a study
by Frederic L. Hoff, Economic Research Service, USDA,
December 1976. Evidently, these researchers did not real.
Ise that only a tiny number of beekeepers were engaed
In paid pollution.
The Department has responded to several Inquiries from
Congress about the impact of low honey prices on pollina.
tion. These replies indicate a solution to Iw honey prices
would be to raise the pollination fees. Fen. Paul Lmaalt
received a letter from Ray V.N Voelkel dated May 6, 1983
which states that the price of hohey should not be the de.
hiding factor as to availability of hfiney Iees for pollina.
ion. Since most of the honey bee pollinati-n is done free
of charge, we must insist that the price of honey would be
the deciding factor nationally.
An editorial in the June I I issue of the Washington Post
implies that a solution to imports will be realized by raising
the pollination fees. First, Mr. Secretary, we neel to knov
how many beekeepers can operate selling pollination services
alone.
The second troublesome point is that high prices caused
from subsidies or otherwise will result In overproduction.
A close look at the Department's experience with the honey
loan program during these last 30 years indicates that
prices received have very little to do with production totals. We feel that a cursory study by the Economic Re.
search Service would verify our position.
Since we are working ferverishly toward a solution to
our marketing problem, we feel that these hazy points
should be cleared up. We will certainly appreciate It If
you would give these Items your personal attention.
Glenn Gibson, Executive Secretary
THE AMERICAN HONEY PRODUCERS
ASSOCIATION

are government warehouses filled won't have many beekeepers, and i
with leaking containers of sticky lot of crops that need to bepolhoney? Is there really a beekeeper.'
linated won't be. Give us a little
lobby? Will they, if things get really more protection, and everything will
sticky, demonstrate en m ass e on be fine.
Capitol Hill, covered with protecMaybe so. But we wonder what
tive neting and accompanied by happened here to the old law of
swarming hives?
sup ply and demand. A farmer with
The advocate of the beekeepers'
a field full of potential avocados
bill, Sen. Larry Pressler (R.S.D.),
should be willing to pay a beeassures one and all that while he is keeper whatever the traffic will bear
"usually not this much of a protec- to get some bees In there to pol.
tionist," this issue is different. Bees, linate his crops; otherwise he won't
it turns out, are useful not only for have many avocados to sell. Inmaking honey but for pollinating creased costs can be passed along
all kinds of crops a wli- from to consumers, as they usually are.
apples to alfalfa to avocados. BeePerhaps there's something spIdci
keepen lease out their bee colonies here about the market mechanisms
to other farmers, who want to have •that'makes protection necessary. But
their crops pollinated. If you make do the beekeepers really need a I0.
the bee business unprofitable, the cent-sweetener? ( T A0 washinton
beekeepers' lobby says,then you Post, June It, 1963)
0

Reprinted from August, 1983, American Bee Journal
Vol. 123 (8): 608A
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October 27, 1983

Mr. Roderick A. DeArment
Chief Counsel
Committee on Finance
Room SD-219
20510
Washington, D.C.
Re: S. 722; H.R. 3398 (Hearing date October 21, 1983)
Dear Hr. DeArment:
In his statement to the International Trade Subcommittee,
Senator Alan J. Dixon stated that there are only 26 domestic bicycle
parts manufacturers and attached a list. That number and list
reflect domestic bicycle parts manufacturers who are members of the
Cycle Parts and Accessories Association, Inc., the industry trade
association.
According to House Report No. 98-267 (accompanying H.R. 3398),
"[fhe bicycle component parts industry consists mainly of small
businesses, the number of which is not known but is believed to be at
least 50, plus about 40 firms which make custom-made frames (not
finished bicycles)." It is because manyof these companies are very
small that no exact list or number is available. However, I have
enclosed a list which represents the most complete listing of domestic
parts manufacturers which we are able to develop at this time.
We ask that you include this list in the record. This
Request is made with Senator Dixon's permission.
SincerelT yours,

Virgip5 9E. Hopkins
VEH:pz
Enclosure
cc:

Senator Alan J. Dixon
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BICYCLE PARTS MANUFACTURERS
NOT MEMBERS OF CYCLE PARTS & ACCESSORIES ASSOCIATION, INC.

GREENFIELD INDUSTRIES, INC.
7 Maple Place
Freeport, NY 11520
(516) 623-9230
Peter Greenfield, President

MIRRYCLE CORPORATION
P.O. Box 2157
Boulder, CO 80306
(303) 447-9273
Barry Schacht, President

NO-MORFLATS
International Innertire, Inc.
870 Parfet Street
Lakewood, CO 80215
(303) 232-5555
T. R. Hollenbeck
Vice-President/Sales

PRESTO LOCK COMPANY
100 Outwater Lane
Garfield, NJ 07026
(201) 340-1000
Anthony B. Marrano
Secretary/Treasurer

RHODE GEAR USA
P.O. Box 1087
Providence, RI
(401) 331-8325

02901

Dixon Newbold, Vice-President

SCORPION CYCLE, INC.
21200 Superior Street
Chatsworth, CA 91311
(213) 882-5500
Paul R. Hinkston, President

UNI-BMX ENTERPRISES
Berg Design/Fabrication
3815 S.W. Murray Road
Beaverton, OR 97005
(503) 643-0811
Roger Berg, President

YODER MFG. COMPANY
1823 E. 17th Street
P.O. Box 67
Little Rock, AR 72203
(501) 376-1977
Stan Yoder, President
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CYCLE PARTS ANO ACCESSORIES ASSOCIATION. INC.
0 0

129 EA6T49nd STBEIT

NEWYORK, N.Y.10017

(212Q)
87-8340

CYcLE PARTS AND ACCESSORS ASSOCIATION I
MEMERIP ROSTER

ABS INDUSTRIES, INC.
P.O. Box 630
Willoughby, Ohio 44094
(216) 946-2274

CARLISLE TIRE & RUBBER CO.
P.(). Box 99
Carlisle, Pennsylvania 17013
(717) 249-1000

William J. McCarthy, Jr.

John W. Guffy, Jr.
John L. Kiehl

AMERACE CORP.
Signal Products Division
3445 N. Kimball Avenue
Chicago, Illinois 60618
(312) 647-7717

Paul Orris
COLFOR, INC.
P.O. Box 485
Malvern, Ohio 44644
(216) 863-0404

Gary Knapp

Louis A. Abate
AMERICAN CYCLE SYSTEMS, INC.
1449 Industrial Park Street
Covina, California 91722
(213) 331-0582
Charles W. Stephens

ELRAE INDUSTRIES, INC.
11035 Walden Avenue
Alden, N.Y. 14004
(716) 681-7151
Anthony J. Moncuso
President

BUCKEYE FORGE, INC.
5171 E. 71st Street
Cleveland, Ohio 44125
(216) 641-6S33
Chris I. Grigorlou
President

THE EXCEL GROUP, INC.
9362 West Grand Avenue
Franklin Pork, Illinois 60131
(312) 451-1350
Thomas C. Nestrud

Jack Hogberg
Contbted
C.P.AA. -- Your Pii'tiws In Bike Progress
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GRABER PRODUCTS, INC.
5253 Verona Rood
Madison, Wisconsin 53711
(608) 274-6550
Joe V. Graber
President
Jack W. Grober
Vice President
'HARTFORD BEARING CO.
951 West Street
Rocky Hill, Connecticut 06067
(203) 529-7441
Arthur A. Binder
President

MESINGER MANUFACTURING CO.
Durant Avenue
Bethel, Connecticut 06801
(203) 743-6714
Robert H. Mesinger
William J. Mesinger
NATIONAL BEARINGS COMPANY
Manheim Pike and Flory Mill Road
P.O. Box 4726
Lancaster, Pennsylvania 17604
(717) 569-0485
C. Boyd Heath, Jr.
President
James Schoeplein

HUNT-WILDE CORPORATION
Pan American Plastics Div.
2835 Overpass Road
Tampa, Florida 33615
(813) 623-2461

OHIO ROD PRODUCTS
P.O. Box 416
Versailles, Indiana 47042
(812) 689-6565

Willis Wilde

Charles D. Hall

Jeffrey A. Wilde

Merrill Bruce

THE J. C.. 1. AGENCY
904 South Nogales Street
Industry, California 91749
(213) 965-4919
John Clark
Director
Sig Mark
Director

KOOL-STOP SAFETY BRAKE
P.O. Box 1304
Lake Grove, Oregon 97034
(503) 636-4673

PERSONS-MAJESTiC MFG. CO.
Faulhober Division
21 Hamilton Street
Monroeville, Ohio 44847
(419) 465-2504
Richard D. Sanderson
Charles A. Persons

SOUTH BEND FORGE
P.O. Box 4220
South Bend, Indiana 46634
Robert C. Cook

Richard C. Everett
Gene Smith
Continue
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-5TROXEL MANUFACTURING CO., INC.
Moscow, Tennessee 38057
(901) 877-6875

STEWART-WARNER CORP.
1826 Diversey Parkway
Chicog Ilinols 60614
(312) 883-7655

R. M. Timms
Chairmai

"Eugene J. Clark.
Joseph Crowley

Robert Harrison
President

SUN METAL PRODUCTS, INC.
P.O. Box 1508
Warsaw, Indiana 46580
(219) 267-3281
Conrad Anderson

Buford Carpenter
Gen'l Mgr. Seat Division

TRUE TEMPER SPORTS DIVISION
871 Ridgeway Loop Rood
Memphis, Tennessee 38119
(901) 767-9411
Harry E. Draper
Marketing Manager

THUN, INC.
P.O. Box 3159
Clarksville, Tennessee 37040
(615) 552-4011

WALD MANUFACTURING CO., INC.
P.O. Box 10
Moysville, Kentucky 41056
(606) 564-4078

John W. Himes
President

Carlton P. Pawsot
TI STURMEY-ARCHER OF AMERICA, INC.
1014 Carolina Drive
West Chicogo, Illinois 60185
(312) 231-5150

Lonny Franke
Mae Maley

John Temple
CPAA HEADQUARTERS OFFICE
122 East 42nd Street
New York, N.Y. 10168
(212) 697-6340
John Auerbach, Manager
Robert Auerbach, General Counsel
Adrienne F. Hisler, Administrative Assistant
August 1983
CPAA
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BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE COMMITTEE ON FINANCE
UNITED STATES SENATE

STATEMENT
ON BEHALF OF
THE AMERICAN NETTING MANUFACTURERS ORGANIZATION
IN SUPPORT OF S.1853

November 7, 1983

Williams & Ince
1620 Eye Street, NW
Washington, D.C. 200C
James D. Williams, Jr.
Of Counsel
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The American Netting Manufacturers Organization, ANMO,
is composed of seven member companies which produce approximately 70 percent of all fish netting manufactured in the
United States.

ANMO members are located throughout the United

States (See Appendix I).
The current section 466(e) of the Tariff Act of 1930
(19 U.S.C. 1466(e)) was enacted as section c by Public Law
91-654, 1944 of January 5, 1971, and re-designated section e
by Public Law 95-410 5206(2) on October 3, 1978.

The

specific portion assessing a duty on fish nets and netting
obtained abroad by U.S. vessels was enacted to plug a loophole in the tariff laws which allowed individuals to obtain
foreign-made fishing nets without payment of the appropriate
duty.
S. 1853 would support the Administration's position with
regard to ship repairs obtained abroad while maintaining the
current tariff on fishing nets, thus not further adversely
impacting this struggling domestic industry.

Tariffs on nets

are currently being reduced in stages following the schedule
aggreed to in Geneva in 1979.

This international quid pro quo

reduction follows U.S. trade policy.

To accidentally abolish

a tariff with no reciprocity by not maintaining this section
would be directly counter to U.S. trade policy.
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Appendix I

AMERICAN NETTING MANUFACTURERS ORGANIZATION
MEMBERS

BAYSIDE NET & TWINE CO., INC.
Brownsville, TX 78520
BLUE MOUNTAIN INDUSTRIES
Blue Mountain, AL 36201
CARRON NET COMPANY, INC.
Two Rivers, WI 54241
MID LAKES MANUFACTURING CO.
Knoxville, TN 37918
NYLON NET COMPANY
Memphis, TN 38101
HAGIN FRITH & SONS CO.
Willow Grove, PA 19090
NORTHWEST NET & TWINES, INC.
Everson, WA 98247
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