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VARIOUS TARIFF BILLS

THURSDAY, JULY 14, 1077

 U.S. SeEnaTE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,

CoMMITTEE ON FINANCE, -
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2221
Dirksen Senate Office Building, Hon. Abraham Ribicoff (chairman of
the subcommittee) presiding
3 Present: Senators Long, Ribicoff, Bentsen, Matsunaga, and Roth,

r L] '
Senator Risicorr. The committee will be in order.

Today, we hold hearings on {;muf) of tariff bills, We are attempt-
ing to clear our calendar of all legislation before the August recess,
and we anticipate that virtually all of our time this fall will be devo-
tﬁd to the consideration of the energy tax proposal, which is now in the

ouse,

Because of this schedule, we are expediting consideration of tariff
bills by holding hearings now on a number of bills that are still on
the House Calendar. )

.. Before I begin, I would like to announce that, at the request of the
President, the subcommittee will not receive testimony on S. 594, a
bill to authorize the President to designate certain countries as eligible
for duty-free treatment on a generalized system of preferences. It is
anticipated that those hearings will be held in thenear future.

[The committee press release announcing this hearing and the vari-

ous bills related to this hearing follow, Oral testimony commences on

page 54.]
: [Press release]

COMMITTEE ON FINANCE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
U.8. SENATE,
July 1, 1971,

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE To HorLp HEARINGS ON
MISCELLANEOUS TARIFF BILLS

The Honorable Abraham Ribicoff (D., Conn.), Chairman of the Subcommittee
on International Trade of the Committee on Finance, todey announced that the
Subcommittee will hold public hearings on miscellancous tariff bills, Many of
- these bills have been reported favorably by the House Committee on Ways and
Means and are now on the House calendar. The Subcommittee is holding hear-
ings on those bills and bills already on the Finance Committee calendar to ex-
pedite their consideration. The hearings will be held at 10:00 A.M., Thursday,
July 14, 1977, in Room 2221 of the Dirksen Senate Office Building.

The Subcommittee invites testimony on the following bills:

H.R. 422—To provide duty-free treatment of any aircraft engine used as a
temporary replacement for an aircraft engine being overhauled within the

1)



‘-

2

United States lt duty was paid on auch replamment engine during a previous

rtation period.
\ 1550-—-'1'0 reduce temporarily the rate of duty on ceramic insulators used
n spa

m.zRi.onTglo!-—-To suspend unul July 1, 1080, the duty on intravenous mt
H.R. 2602—To suspend until July 1, 1080, the duty on intravenous fat emul-

slon.
. HR. 20602—To suspend until the close of June 80, 1980, the duty on wood
execelsior.
H.R. 2849—To suspend until July 1, 1978, the rate of duty on mattress blanks
of rubber latex,
R. 2850—T0o suspend until the close of June 80, 1978, the duty on certain
latex sheets.
H.R. 2982—-1‘0 suspend until the close of June 80, 1980, the duty on synthetic
untalnm/colnmbium concentrate.
& rovide duty-free treatment for certain copying lathes used for
making rough or finished shoe lasts and for parts of such lathes.
85%——-’1‘0 continue to suspend for a temporary period the import duty
on eertaln horses.
R. 8378—To extend for an additional temporary period the existing sus-
penslon of duties on certain classifications of yarns of silk.
H.R. 8887—To continue until the close of June 80, 1979, the existing suspen-
sion of duty on synthetic rutile.
H.R. 83790—To suspend until the close of June 20, 1980, the dnty on concen-
trate of poppy straw used in producing codeine or morphine. :
H.R. 3046—To suspend for a temporary period the rate of duty on wool not
finer than 46s.
H.R. 4018—To suspend until the close of June 80, 1980, the duty on certain dox-
orubicin hydrochloride antibiotics,
H.R. 4854—To reduce until the close of Jnne 30, 1980, the rate of duty on un-
mounted underwater lenses.
H.R. 5087—For the relief of Jack R. Misner.
H.R. 5052—Providing for the temporary suspension of duty on photographic
cr.-lor couplers and coupler intermediates.
H.R. 5146—To provide for the duty-free entry of compel:ltlon bobsleds and

luges.

H.R. 5176—To lower the duty on levulose until the close of June 30, 1080.

H.R. 5263—To suspend until the close of June 80, 1980, the duty on certain
bicycle parts.

H.R. 5285-—With respect to the tariﬂ.’ treatment accorded to film, strips,
sheéts, and plates of certain plastics or rubber.

H.R. 5280—For the relief of Joe Cortina of Tampa, Florida.

H.R. 5822—To provide for duty-free treatment for istle.

H.R. 5858—T0o permit the free entry of Canadian petroleum (including re-
constituted crude petroleum) and crude shale oil, provided that an equivalent
amount of the same kind and quality of domestic or duty-paid foreign crude
petroleum (including reconstituted crude petroleum) and crude shale oil has
been exported to Canada.

. authorize the President to designate any of certain countries
as ellgiblo for the tariff preferences extended to developing countries under
Title V of the Trade Act of 1974 it the President determines that such deslgna-
tion 1s in the national economie interest.

8. 1802—To provide a temporary suspeneion of the duty on chlorendic acid.

8. 1619—To suspend until the close of December 31, 1978, the duty on certain
fleld glasses, opera glasses, binoculars and other telescopes.

Requests to testify.—Chairman Ribicoff stated that witnesses desiring to
testify during these hearings must make their requests to testify to Michael
Stern, Staff Director, Committee on Finance, 2227 Dirksen Senate Office Build-
ing, Washington, D.C. 20510, not later than Friday, July 8, 1977. Witnesses will
be notified as soon as possible after this cutoff date as to when they are sched-
uled to appear. If for some reason the witness is unable to appear at the time
scheduled, he may file a written statement for the record in lieu of the personal
appearance.

3 Oonsolidated testimony.—Chairman Ribicoff also stated that the Subcommittee
urges all witnesses who have a common position or with the same general interest
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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 recelve a wider expression of views than it might otherwise
obtain., Chairman Ribicoff urged very strongly that all witnesses exert a maxi-
mum effort, taking into account the limited advance notice, to consolidate and
coordinate their statements. .

Legisiative Reorganization Act.—In this respect, he observed that the Legis-
lative 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 thdr oral pmentatlons to brief sum-
maries of their argument.” .

Chairman Ribicoff stated that ln light of this statute and in view of the large
number of witnesses who desire to appear before the Committee in the imited
time available for the hearing, all witnesses who are scheduled to testity must
comply with the following rules:

(1) All witnesses must include with their written statement a summary of
the principal points included in the statement.

(2) The written statements must be typed on letter-size paper (not legal size)
and at least 70 copies must be submitted before the beginning of the hearing.

(8) Witnesses are not to read their written statements to the Subcommittee,
but are to confine their five-minute oral presentations to a summary of the
points included in the statement.

(4) Not more than five minutes will be allowed for the oral summary
. mtnesses who fail to comply with these rules will forfeit their privilege to
estify.

Written statements.—Witnesses who are not scheduled to make an oral pres-
entation, and others who desire to present their views to the Subcommittee, are
urged to prepare a written statement for submission and inclusion in the
printed record of the hearings. These written statements should be submitted
to Michael Stern, Staff Director, Committee on Finance, Room 2227 Dirksen
Senate Office Building not later than Thursday, July 21, 1977.
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IN THE SENATE OF THE UNITED STATES

Maron 22 (legislative day, Fesruany 21), 1977
Read twice and referred to the Committee on Finance

AN ACT

To amend the Tariff Schedules of the United States to provide

A W e

duty-free treatment of any aircraft engine used as a tem-
porary replacement for an aircraft engine being overhauled
w;tlnn the United States if duty was paid on such replace-
ment engine during a previous importation.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpert A of part 1 of schedule 8 of the Tariff Schedules
of the United States (19 U.S.C. 1202) is amended by



2
" 1 inserting immediately after item 801.10 the following new

2 1tem:

« | 801,20 | Any aircraft engine or propeller, or any part or ao-
ceasory of either, previously imported, with respect
to which the duty was paid upon such previous im-
portation, if (1) reimported without having been
advanced in value or improved in condition by any
prucess of manufacture or other while abroad,
after having been exported under loan, lease, or rent
to an aircraft owner or operator as a temporary re-
placement for an aircraft engine being overhauled,
repaired, rebuilt, or reconditioned in the United
States, and (2) reimported by or for the account of

the person who exported it from the United States. .| Free Free |".

Skc. 2. The amendmeng Tiadei by the first section "of

3

4 this Act shall a‘pplsf. with Tespect to articles entered, or
5 withdrawn from warehouse, for consumption on or after the
6

date of the enactment of this Act. . X

Paséefi the House of Representatives Marclll 21, 1977.
_ Attest: - -v* EDMUND L. HENSHAW, JR.,
Clerk.
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IN TIIE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT
To reduce temporarily the rate of duty on certain ceramic
insulators used in spark plugs.
1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1 of the Appendix to the Tariff
4 Schedules of the United. States (19 U.8.C. 1202)
5 amended by inserting immediately after item 909.01 the

- 6 following new item:

“| 909.10 | Ceramic insulators hav-
ing an alumina oxide
content of not less

. than 96%, if used in
‘spark plugs (pro-
vided for in item

535.14, part 2D,
. schedule 8).......... 49 ad val. | No change | On or before

6/30)0  |".



o W e

2
8ec. 2. The amendment made by the first section of
this Act shall apply with respect to articles entered, or with-
drawn from wérélibl;‘s’;, for consumption on or after the date
of the enactment of this Act. _
* Passed the House of Repreéentativcs July 18, 1977.

o Attest: EDMUND L. HENSHAW, JR,,
Clerk.
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IN THE SENATE OF THE UNITED STATES

Jery 20 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To suspend until July 1, 1980, the duty on intravenous fat
emulsion.

Be it enacted by the Senate and House of Representa-

—

tives of the United States of America in Congress assembled,

That subpart B of part 1 of the Appendix to the Tariff

= W o

Schedules of the United States (19 U.S.C. 1202) is amended
5 Dby inserting immediately before item 907.80 the following

6 new item:

Intravenous fat emulsion (pro-
vided for in item 440.00, part
3C,scheduled)................

‘| 907.75

Free | On cr before

6/30/80




1
2
3
4

2
8ec. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or withdrawn
from warehouse, for consumptioﬁ on or after the date of the
enaotment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR,,
: Cle_zrk.
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IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1077
Read twice and referred to the Committee on Finance

AN ACT

To suspend until the close of June 30, 1980, the duty on wood
excelsior.

Be it enacted by the Senate and House of Representa-

—

tives of the United States of America in Congress assembled,

That subpart B of part 1 of the Appendix to the Tariff Sched-

W

ules of the United States (19 U.S.C. 1202) is amended by

(V1]

adding immediately after item 903.80 the following new

-6 item:

“| 004.00 | Wood excelsior, including
excelsior pads, and wrap-~
pings (provided for in

item 200.25, part 1A,
schedule 2).....coveevnns Free | No change | On or before
6/30/80 ",



B W NN e

11

6

8Ekc. 2. The amendment made by the first section of this
Act shall apply with regl;ect to a;rticles entered, or withdrawn
from warehouse, for consumption on or #fter the date of the
enactment of this Act.

Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR.,
| o Clert.
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IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1977
Read twice and referred to the Committes on Finance

~ AN ACT

suspend until July 1, 1978, the rate of duty on mattress
blanks of rubber latex.

Be ii enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) is :ﬁncnded

by inserting immediately after item 912.07 the following

new item:

“| 912.08 | Mattress Llanks of rubb.r '
latex (provided for in

item 727.86, part 44,
schedule 7).............. ! Free | No change | On or before
. i 6/30/78 ",

SEc. 2. (a) The amendment made by the first section
of this Act shall apply with respect to articles entered, or

withdrawn from warehouse, for consumption on or after the

date of the enactment of this Act,



ih e et

18 -

9
1 (b) Upon requést ».t__herefo;' filed with the ocustoms

2 officer concerned on or before the ninetie;h day after the

3 date of the enactment of this Act, the entry or withdrawal

4 of any article—

= __ (1) which was made after May 9, 1977, and before

e the date of the enactment of this Act, and

7 (2) with 1espect to wlmh there would have been

8 no duty if the amendment made by the ﬁrst section of

9 this Act applied to such entry or withdrawal,

10 shall notw1thstandmg the provisious of- section 514 of the

11 . Tariff Act of 1930 or any other provision of law, he liqui-

12 dated or reliquidutéd as though such eﬁtry ork \\;ithdrawal

13 had been made on‘ the date of the enactment of this Act.
Passed the House of Representatives July 18, 1977,

Attest: EDMUND L. IIENS}IAW, JR.,
- Clerk.

.94-218 0-177-2
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IN THE SENATE OF THE UNITED STATES

-Jury 20 (legislative day, May 18), 1077.
Read twice and referred to the Committee on Finance

AN ACT

To suspend until the close of June 30, 1978, the duty on certain

W N

>t

latex sheets.

Be it enacted by the Senate and House of Representa-
tivés of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.8.C. 1202) is amended
by inserting immediately after item 912.10 the following

new item:

“1 912.12 | Sheets, over 0.90 inch but
not over 1.50 inches in
thickness, of molded pin
core latex fcam rubber
(provided for in Item
770.70, part 12A, sched-
(1173 ) J Free | No change | On or hefore
6/30/78 .

S8Ec. 2. (a) The amendment made by the first scetion
of this Act shall apply with respect to articles entcred, or
withdrawn from warehouse, for consumption on or after the

date of the enactment of this Act.



VS . .

Se Lot
- A
R

15
2 . .
1 (b) Upo“‘h‘ request 'ggén'efo; ﬁied w;ththe customs officer

2 concerned on.or before the ninetieth day after the date of
3 the enactment of this Act, the entry or withdrawal of any

4 article— .
(1) which was made after May 9, 1977, and

=

before the date of the enactment of this Act, and

6
7 (2) with respect to which there would have been
8 no duty if the amendment made by the first section of
9 this Act applied to such enti‘y or withdrawal,
10 shall, notwithstanding the provisions of section 514 of the
11 Tariff Act of 1930 or any other provision of law, be liqui-
12 dated or reliquidated as though such entry or withdrawal
13 had been made on the d‘ate of the enactment of this Act.
Passed the House of Representatives Jubr 18, 1977.

Attest: EDMUND L. HENSHAVW, JR,,
‘ ‘ Clerk.
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iwsme™ H, R, 2982

IN THE SENATE OF THE UNITED STATES -

Jury 19 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

~ To suspend until the close of June 30, 1980, the duty on synthetic

tantalum/columbhium concentrate.
© De it enacted by the Senate and Ilouse of Representa-
tivcs'of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) is amended
by inserting immediately after item 911.25 the following:

lumbium  concentrate
(provided for in item
’ 603.70, pt. 1, schedule

o , 011. 27 | Synthetic tantalum/co-

[ P Freo | Nochange | On or before
6/30/80 K

SkC. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or withdrawn
from warehouse, for consumption on or after the date of the
enactment of this Act.

Passed the House of Representatives July 18, 1977.

Adttest: EDMUND L. HENSHAW, JR.,
Clerk,
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IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To provide duty-free treatment for certain copying lathes used for
making rough or finished shoe lasts and for parts of such

lathes.
Be it enacted by the Senate and House of Representa-

tives of the United Stales of America in Congress assembled,
That subpart F of part 4 of Schedule 6 of the Tariff Schedules "
of the United States (19 U.8.C. 1202) is amended—

(1) by inserting immediately after itemn 674.40 the

S bl WD e

following new item:

Copying lathes used for making rough or
finished shoe lasts from models of shoe
lasts and, in addition, capable of pro-
ducing more than one sise shoe last
from a single sixe model of a shoe last. .

”",
’

Free

"’ 674.41
Free

7 (2) by inserting immediately after item 674.42 the

8 following new item: -

Work and tool holders and other parts of,
and accessories used principally with,
copying lathes provided for in item
67441, ...t

“| e74.48

Free Free "!; and




to

S o W

- 18

2
(3) bystnirmg out “ma.chi:ne tools,” in the sniperioi'
heading to items 674;50 th;ough ;)74.56, inclusive, and
inserting in lieu thereof “machine tools (other than
copying lathes provided for in item 674.41) ;".
- SEcC. 2. Item 911.70 of the Appendix to such Schedules

G is repealed.

7

8rc. 3. (a) The amendments made by the first section

g of this Act shall apply with respect to articles entered, or

9 mthdrawn from warehouse, for consumptxon on or after the

al

10 date of the enactment of this Act.

'

11'

(b) Upon request therefor filed with the customs officer

12 concerned on or before the ninetieth day after the date of

13 the enactment of this Act, the entry of any article—

14 .

15
16
17
18

- (1) which was made after June 30, 1976, and
before the date of the enactment of this Act, and
(2) with respect to which there would have been
no duty if any of the amendments made by the first
section of this Act applied to such entry,

19 shall, notwithétanding the provisions of section_514 of the

20 _Tariff Act of 1930 or any other provision of law, be- liqui-
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3
- 1 dated or reliquidated as though such entry had been made on ’
"9 the date of the enactment of this Act,
3 () The amendment made by section 2 of this Act
4 shall take effect or; the date of the enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.
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IN THE SENATE OF THE UNITED STATES

Marcn 22 (legislative day, Fesruary 21), 1977
Read twice and referred to the Committee on Finance

AN ACT

To continue to suspend for a temporary period the import duty

1

2
3

© 0O a9 O W e

10
1

on certain horses.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That items 903.50 and 903.51 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) are each
amended by striking out “6/30/76” and inserting in lieu
thereof “6/30/78”.

Sec. 2. (a) The amendments made by the first section
of this Act shall apply to articles entered, or withdrawn
from warehouse, for consumption on or after the date of

enactment of this Act.
(b) Upon request therefor filed with the customs officer
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2
concerned on or before the ninetieth day after the date of en-
actment of this Act, the entry or withdmwai of any article—
(1) which was made after June 30, 1976, and-
before the date of the enactment of this Act, and
) (2) with respect to which there would have been no
duty if any amedment ;ﬁade by the first section of this
Act applied to such entry or withdrawal,
shall, notwithstanding the provisions of section 514 of the
Tariff Act of 1930 or any other provision of law, be liqui-
dated or reliquidated as though such entry or withdrawal
had been made on the date of the enactment of this Act.
Passed the House of Representatives March 21, 1977.

Attest: EDMUND L. HENSHAW, JR,,
Clerk.
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wzrH, R. 3373

IN THE SENATE OF THE UNITED STATES

Jury 19 (legislative day, Max 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To extend for an additional temporary period the existing suspen-
sion of duties on certain class\iﬁcations of yarns of silk.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembléd,
3 That items 905.30 and 905.31 of the Appendix to the Tariff
4 Schedules of the United States (19 U.S.C. 1202) are each
5 amended by striking out “11/7/75” and inserting in lieu
6 thereof “6/30/80”.

7 SEc. 2. (a) The amendment made by the first section
8 of this Act shall apply with respect to articles entered, or
9 withdrawn from warehouse, for consumption on or after the

10 date of the enactment of this Act.
1 (b) Upon request therefore filed with the customs officer
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2
concerned on or before the 90th day afté‘r the date of th
enactment of this Act, the entry or withdrawal of any
article—

(1) which was made after November 7, 1975, and
before the date of the enactment of this Act, and "
“(2) with respect to which there would have been
no duty if the amendment made by the first section of
this A;t applied to such entry or withdrawal, ~
shall, notwithstanding the. provisions of section 514 of the
Tariff Act of 1930 or any other provision of law, be liqui-
dated or reliquidated as though such entry or withdrawal
had been made on the date of the enactment of this Act. B
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L-HENSHAW, JR.,
Clerk.
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"iesen H, R, 3387

IN TIIE SENATE OF THE UNITED STATES

Jury 19 (legislative day, May 18), 1977 -
Read twice and referred to the Committee on Finance

AN ACT '

To continue until the close of June 30, 1979, the existing suspen-
sion of duty on synthetic rutile.

Be it enécted by the Senate and House of Representa-

ok

2 tjives of the Uv:zitpd States of America in Congress assembled,
_That (a) item 911.25 of the Appendix to the Tariff Sched-
“ules of the United States (19 U.S.C. 1202) is amended
by gtfiking o'ut: “6/30/77” and inserting in lieu thereof
“6/30/79". -

(b) The amendment made by subsection (a) shall

apply with respect to articles entered, or withdrawn from

©o e 2] -3 S WL - w

warehouse, for consumption, after June 30, 1977.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR.,
' Clerk.
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IN THE SENATE OF THE UNITED STATES

JuLy 20 (legislative day, May 18), 1977
Read twice and referred to the Committes on Finance

AN ACT

suspend until the close of June 30, 1980, the duty on
concentrate of poppy straw used in producing codeine or

morphine.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.8.C. 1202) is amended
by inserting immediately before item 907.80 the following

new item:

“ | 907.70 | Concentrate of poppy straw
(however provided for in
part 3 of schedule 4) when
imported for use in produc-
ing codeine or morphinc. ...[ Free Free On or before
6/30/80 ",
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2
8Ec. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or with-
drawn from “prehouse, fprxqogéﬁmptif)nA"%xi or a}ter the date
of the enactment( of t'his~ Act.‘
Passed the House of Representatiyes July 18, 1977.

Attest: -  EDMUND L. HENSHAW, JR.,
Clerk.
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Vo CONGRESS H R. 3946

IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, Mavy 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To suspend for a temporary period the rate of duty on wool not

1
2
3
4
5
6
7
_8
9

10

finer than 486s. _ -
Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,

That subpart B of part 1 of the Appendix to the Tariff Sched-
ules of the United States (19 U.S.C. 1202) is amended—
(1) by adding immediately after headnote 3 the
following new headnote:
“4, For so long as items 905,10 and 905.11 are in
effect, headnotes 3, 4, and 5 of subpart C of part 1 of

schedﬁlg 3 shall be suspended (except insofar as they relate

"to iidir of the camel) and in lien thereof—
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2 -
“(a) for purposes of items 307.40—

. “(i) the classification provisions for wool not
finer tﬂtin 46s shall apply to any package of wool
containing not over 10 percent by weig‘l\)‘t of wool
finer than 46s but not containing wool finer than
48s; and ) ‘ .

“(ii) the citation for imports classifiable under
item 307.40 shall be such item number followed by
the item number for the part of the contents of the
package which determines the rate of duty; and
“(b) for purposes of item 905.11, a tolerance of

more than 10 percent of wools not finer than 48s

may be allowed in each bale or package of wools im-

ported as not finer than 46s.”’; and

(2) by adding immediately before item 905.30 the

following new items:

905.10

905.11

Wool (provided for in part 1C,
schedule 3):

All wool provided for in
items 306.00 through
306.24.......0000nunnn Free Free On or before
6/30/80

Wool not finer-than 46s
provided for in items
306.30 through 306.34. .| Free Free On or before

6/30/80 ",
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3
1 8ec. 2. The amendments made by the first section of
2 this Act shall apply with respect to articles entered, or with-
3 drawn from warehouse, for consumption on or after the date
4 of-the enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR,,
Clerk.

94-218 0«77 -3
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e H. R, 4018 |

IN THE SENATE OF THE UNITED STATES

Jurx 20 (Tegislative day, My 18), 1977
Read twice and referred to tho Committee on Iinance

AN ACT

To suspend until the close of June 30, 1980, the duty on certain

1
2
3
4
5
8

doxorubicin hydrochloride antibiotics.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) is amended
by inserting immediately before item 907.60 the following

new item:

“ | 007.20 | Doxorubicin hydrochloride
(provided for In f{tem
407.85, part 1, or in item
437.32 or 438.02, psrt 3,

schedule 4, depending on
BOUTC®) . ...cuvvncnsnrnen Free | No change | On or hefore
6/30/80 1",
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2 .
1 8ec. 2. The amendment ﬁ;de by the first section of this
2 Act shall apply with respect to articles entered, or withdrawn
3 from warehouse, for consumption after the date of enact-
4 ment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSIIAW, JR.,
Clerk.
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w22 H, R, 4654

IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To reduce until the close of June 30, 1980, the duty on un-
mounted underwater lenses.

1 Be it enacted by the Scnate and House of Representa-
2 tives of the United States of America in Congress assembled,
3 That subpart B of part 1 of the Appendix to the Tariff
4 Schedules of the United States (19 U.S.C. 12(;2) is amended
5 by inserting immediately before item 912.07 the following
6

new item:

1 912.06 | Underwater lenses, not
mounted (provided
for in ftem 708.03,
part 2A, schedule
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2
1 S8ec. 2. The amendment made by the first section of
2 this Act shall apply with respeoct to articles entered, or with-
3 drawn from warehouse, for consumption on or after the
4 date of the enactment of this Act.
Passed the House of Representatives July 18, 1977,

Attest: EDMUND L. HENSHAW, JR.,
Clerk.
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=i H, R. 5037

IN THE SENATE OF THE UNITED STATES

JuLy 19 (legislative day, May 18), 1077
Read twice and referred to the Co:nmittee on Finance

For the relief of Jack R. Misner.
1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

2]

That in order to permit Jack R. Misner, of North Tona-
wanda, New York, to complete thé renovation of the
schooner Panda (entry numbered 902261, September 25,
1972) within the United States (which renovation has been
delayed because of material shortages), the Secretary of the
Treasury, notwithstanding the provisions of subpart 5C of
schedule 8 of the Tariff Schedules of the United States (19
10 U.8.C..1202), shall extend the expiration date of the tem-
11 porary importation bond covering the schooner Panda until
12 the close of September 18, 1977. -

Passed the House of Representatives July 18, 1977,

Attest: EDMUND L. HENSHA/, JR,,
Clerk.



35

" H, R. 5052

1
2
3
4
5
6

IN THE SENATE OF THE UNITED STATES

JuoLy 20 (legislative day, Max 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

Providing for the temporary suspension of duty on photographic
color couplers and coupler intermediates.

Be it enacted by the Senate and House of Representu-

tives of the United States of America in Congress assembled,

That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) is amended

by inserting immediately before item 907.60 the following

new items:

907.10

907.12

Cyclic organic chemical

Photographie color couplers

products in any physical
form having a benizenold,
quinoid, or modified ben-
senold structure (provided
for in item 403.60, part
1B, schedule 4) to be used
in the manufacture of
photographic color cou-
plers. ........iiiiiian.

(provided for In item
405.20, part 1C, sched-
uled)....iiiiiiiinnnn

No change

No change

On or belore
6/30/80

On or hefore
6/30/80
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2
Seo. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or withdrawn
from warehouse, for consumption on or after the date of
the cnactment of this Act.
Passed the House of Represcn:atives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR,,
Clerk.
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~i322 1, R, 5146

IN THE SENATE OF THE UNITED STATES

Jury 19 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

To amend the Tariff Schedules of the United States to provide
for the duty-free entry of competition bobsleds and luges.

1 Be it enacted by the Senate and House of Representa-
9 tives of the United States of America in Congress assembled,
3 That subpart D of part 5 of schedule 7 of the Tariff Sched-
4 -ules of the United States (19 U.S.C. 1202) is amended by
5 striking out item 734.97 and inserting in lieu thereof the

¢ following:
Bobaleds lnd lugu of a kind used

in inter p

OWer. . oo veiiviriieininraene

'] 734 98

45% ad val.

734. 99 9% ad val.

7 8Ec. 2. The amendments made by the first section of
8 this Act shall apply with respect to articles entered, or with-
9 drawn from warehouse, for consumption on or after the date
10 of enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAYW, JR,,
Clerk.
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"2 H, R, 5176

IN THE SENATE OF THE UNITED STATES

Jouy 19 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

S

AN ACT

To lower the duty on levulose until the close of June 30, 1980.

1
2

B W

3]

© oo -3 O

Be it enacted by the Senate and Ilouse of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.8.C. 1202) is amended
by inserting after item 907.80 the following new item:

“ | 907. 90 | Levulose (provided for
in item 493.66, part | 1.0875¢ 1.0876¢ On or before
13B, schedule 4).. ... per b, per Ib, 6/20/80 ",

SEc. 2. The amendment made by the first section of this
Act shall apply with respect to articles entered, or withdrawn
from w;rehouse, for consumption on or after the date of the
enactment of this Act..

Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR,,
: . Clerk,
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e H, R, 5263

IN THE SENATE OF THE UNITED STATES

Jury 20 (legislative day, May 18), 1077
Read twice and referred to the Committee on Finance

AN ACT

To suspend until the close of Jure 30, 1980, the duty on certain
bicycle parts.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) item 912.05 of the Appendix to the Tariff Sched-
ules of the United States (19 U.8.C. 1202) is amended—

(1) by inserting *, and parts thereof’. immediately
after “Generator lighting sets for bicycles”; and
(2) by striking out “12/31/76” and inserting in

1
.2
3
4
5
6
7
8 lieu thereof “6/30/80”.
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(b) Item 912.10 of the Appendix to such Schedules is

2 amended to read as follows:

[

3

912.10

Caliper brakes, drum brakes,

ocoaster brakes, three-speed
hubsincorporating coaster
brakes, three-speed hulw
not incorporating coaster
brakes, click twist grips,
click stick levers, multiple
free wheel sprockets, cot~
terless type crank sets,
rims, parts of all the fore-
going, and parts of bi-
cycles consisting of sets of
steel tubing cut to exact
length and cach sct hav-
ing the number of tubes
necded for the assembly
(with other parts) into the
frame and fork of one bi-
cyele (pravided for in item
732.36, part 5C, sched-
we?).iviiiiiiinnnne,

Free

No change

On or before
6/30/80

()

Sec. 2. (a) The amendments made by the first section

4 of this Act <hall apply with respect to articles entered, or

5 withdrawn from warehouse, for consumption after the date of

6 the enactment of this Act,

(b) Upon request therefor filed with the customs officer

8 concerned on or before the 90th day after the date of the

9. enactment of this Aet, the entrf or withdrawal of any article

10 ‘(other than any detailleur) to which item 912.05 or 912.10

11 of the Tariff Schedules of the United States (as in effect on

12 December 31, 1976) applied and—

13-
T 14

(1) which was made after December 31, 1976,

and before the date of the enactment of this Act, and
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3
(2) with respect to which there would have been
no duty if any of the amendments made by the first
section of this Act applied to such entry or withdrawal,
shall notwithstanding the provisions of section 514 of the
Tariff Act of 1930 or any other provision of law, be liqui-
dated or reliquidated as though such entry or withdrawal
had been made on the date of the enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: = EDMUND L. HENSHAW, JR,,
Clerk.
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e R, 5285

IN TIHE SENATE OF THE UNITED STATES

Jury 19 (legislative day, Mayx 18), 1977
Read twice and.-referred to the Committee on Finance

AN ACT

To amend the Tariff Schedulesdf the United States with respect
to the tariff treatment accorded to film, strips, sheets, and

plates of certain plastics or rubber.

1 Be it enacted by the Senate and House of Representa-

[ 3]

tives of the United States of America in Congress assembled,
That subpart B of part 12 of schedule 7 of the Tariff Sched-
ules of the United States (19 U.S.C. 1202) is amended by
striking out “otherwise processed” in headnote 2 (iv) (D)
and inserting in lieu thereof “otherwise usefully processed”.

SEc. 2. The amendment made by the first section of
this Act shall apply with respect to articles entered, or with-

© ® O ;W

drawn from warehouse, for consumption on or after the date
10  of the enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR,,
Clerk.
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"ii=" H. R. 5289

IN THE SENATE OF THE UNITED STATES

Juvy 19 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT

For the relief of Joe Cortina of Tampa, Florida.

" Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That, notwithstanding the provisions of scction 514 of the
Tariff Act of 1930 (19 U.S.C. 1514) or any other provi-

[~ - T - R

sion of law, the entrics listed in section 2 of this Act, cover-
ing certain musical instruments, shall be liquidated or
religuidated and, if appropriate, refund of duties made. Not-
withstanding the provisions of General Headnote 3 (e)
of the Tariff Schedules of the United States (19 U.S.C.

© ® a2 o>

1

11 liquidations or reliquidations authorized by this Act, such

o

1202) or any other provision of law, for purposes of the
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2

b

entries shall be appraised at invoice unit prices net, packed,

and shall be subject to duty at the applicable rates set forth

in column 1 of such schedules.

SEC. 2. The entries referred to in the first section of this

Act are as follows:

Entry number: Date of entry

104601 ——

106730 ———

July 14, 1972,
July 27, 1973,
August 18, 1972,
September 1, 1972,
September 14, 1972.
October 15, 1973.
October 7, 1971,
October 15, 1971,
November 15, 1971.
July 8, 1973.
November 17, 1971,
October 20, 1972,
December 16, 1971,
November 8, 1972,
December 28, 1971.
November 22, 1972,
November 27, 1972,
December 21, 1972,
March 8, 1972,
January 18, 1973,
April 10, 1972,
May 15, 1972,
March 2, 1973.
May 15, 1972,
June 21, 1972,
June 21, 1972,
June 29, 1972,
December 16, 1971,
June 11, 1973,

Passed the House of Representatives July 18, 1977.
Attest: EDMUND L. HENSIIAW, JR,,

Clerk.
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=22 Y, R, 5322

IN THE SENATE OF TIIE UNITED STATES

Jury 20 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT ’

To provide duty-free treatment for istle.

Be it enacted by the Senate and House of Representa-

tives of the United Stales of America in Congress assembled,
That (a) subpart G of part 15 of schedule 1 of the Tariff
Schedules of the United States (19 U.S.C. 1202) is amendea
by striking out—
) e | Orude Free Free

192.70 Processed. . ............. 20% nd val. | 20% adval. |*
and inserting in lieu thereof the following:_
“ [192.68 | Istle......iiiiiiiiiiiiiiiinns | Free | Free (I

(b) Item 903.90 of the Appendix to such Schedule is

repealed. -

94-218 0 - 17 = ¢
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2
1 SEkc. 2. The amendments maae by the first section of this
2 Act shall apply with respect to articles entered, or withdrawn
3 from warehouse, for consumption on or after the date of the
4 enactment of this Act.
Passed the House of Representatives July 18, 1977.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.



47

9brH OONGRESS

Mr.
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=" H. R, 5858

IN THE HOUSE OF REPRESENTATIVES

MarcH 31,1077
Quie (for himself, Mr. AxprEws of North Dakota, Mr. Fraser, Mr.
Haoroors, Mr. StaxerLasp, Mr, Vexto, Mr. OBERSTAR, Mr. MaRLENEE,
Mr. Frenzew, and Mr. Noran) introduced the following bill; which was
referred to the Committee on Ways and Means

A BILL

amend the Tariff Schedules of the United States to permit
the free entry of Canadian petroleum (including reconstituted
crude petroleum) and crude shale oil, provided that an equiv-
alent amount of the same kind and quality of domestic or
duty-paid foreign crude petroleum (including reconstituted
crude petroleum) and crude shale oil has been exported to
Canada.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That part 10 of schedule 4 of the Tariff Schedules of the
United States (19 U.8.C. 1202) is amended by adding im-

mediately after item 475.10 a new item number which reads

as follows:

% | 475. 12 | Crude petroleum (including reconstituted crude petro-
leum) and crude shale oil, if & product of Canada,
provided that an equivalent amount of the same,
kind and quality of domestic or duty psid forcign
crude oil has been exported to Canada from the
United Ststes during the 30-day period preceding
thedateofentry........ooovvivuiinnrnnnennnnns Free i......1".
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2
SEc. 2. Part 10 of schedule 4 of the Tariff Schedules
of the United States (19 U.S.C."1202) is further amended
by adding to schedule 4, paragraph 2; the following new

headnote:

“(c) Entries of merchandise under item 475.12 shall be permitted only
if there is compliance with such regulations as the Secretary of the Treas-
ury may prescribe, and there is filed in connection with the entry therefor
docunientation satisfactory to the appropriate customs officer that an
equivalent anmount of domestic or duty paid foreign crude petroleum
(including reconstituted erude petroleum) or crude shale oil of the same
kind and quality (1) has been exported from the United States to Canada
during the 30 days preceding the date of entry, and (2) has not been offset
against another entry of the same merchandise.”,
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95t CONGRESS

G, 594

IN THE SENATE OF THE UNITED STATES

Fepruary 3 (legislative day, FEBRUARY 1), 1977

Mr. BenTseN introduced the following bill; which was read twice and referred

to the Committee on Finance

A BILL

To amend the Trade Act of 1974 in order to authorize the

© ® T N e W B

President to designate any of certain countries as eligible
for the tariff preferences extended to developing countries
under title V of such Aot if the President determines that
such designation is in the national economic interest.

Be it enacted by the Senate ami House of Representa-
tives of the United Slates of America in Congress assembled,
That the last paragraph of section 502 (h) of the Trade Act
of 1974 is amended to read as follows:

“Paragraphs (2), (4), (5) and (6) shall not prevent
the designation of any country. as a beneficiary developing
country under this section if the President determines that
such designation will be in the national economic interest

of the United States and reports such determination to the
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2
Congress with his rea;ons therefor; except that the Presi-
dent may not make any such determination with respect to
any country to which paragraph (2) applies if such country
has ’participated, or is participating, in any action the effect
of which is to withhold supplies of any vital commodity

resource from international trade.”.
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TS S, 1302

IN THE SENATE OF THE UNITED STATES

Arnis 19 (legislative day, FEsruary 21), 1977

Mr, Huoprestox introduced the following bill; which was read twice and

referred to the Committee on Finance

A BILL

~ To amend the Tariff Schedules of the United States to provide

[}

LI

-3

a temporary suspension of the duty on chlorendic acid.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That (a) subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.S.C. 1202) is amended
by inserting after item 905.31 the following new item:

* 1 906. 00 | Chlorcndic acid (provided for in
items 403.80 and 426.99)...... Free | Free On or
before
- 12/33/78 1.

(b) The amendments made by this Act apply to articles
entered, or withdrawn from warehouse, for consumption

after the date of enactment of this Act.
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S~

IN THE SENATE OF THE UNITED STATES

May 18 (legislative day, May 9), 1977

Mr. Mareunaga introduced the following bill; which was read twice and
referred to the Committee on Finance

A BILL

. Te amend the Tariff Schedules of the United States in order to

: _susi)en& until the close of December 31, 1978, the duty on
certain - fiold glasses, opera glasses, binoculars and other
telescopes.

' Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That subpart B of part 1 of the Appendix to the Tariff
Schedules of the United States (19 U.8.C. 1202) is amended
by inserting immediately after item 912.05 the following new

S N B W D e

item:

1912, 06 | Field glasees, opera glasses, prism
binoculars, and other tele-
scopes not designed for use
with infra-red light (provided
for in itam 708,51, 708.52, or
708.53, part 3A, schedule 7). .| Fres | No change | Om or be-
fore
12/81/18 |".
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2
SEo. 2. The amendment made by the first section of this
Ae! shall tipply with respect to articles entered, or withdrawn
from warehouse, for consumption on or after the date of the.
enactment of this Act. o

~
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Senator Rmeicorr. The first bill is H.R. 422. Mr. Norman Wollberg,
pleass, accompanied by Mr. Thomas Kinkaid. ~

STATEMENT OF NORMAN WOLLBERG, REGIONAL VICE PRESIDENT
AND DIRECTOR OF FIELD SALES, COOPER AIRMOTIVE, INC.,
ACCOMPANIED BY THOMAS KINKAID, DIRECTOR OF MATERIALS,
PUREX CORP.

Mr. Worrsera. Thank you, Senator.

On behalf of Cooper Airmotive, Inc. and the Airwork Service Divi-
gion of the Purex Corp., we wish to thank the committee for the con-
sideration and attention accorded our problem and its proposed legis-
lative solution, H.R. 422.

Cooper Airmotive and Airwork overhaul and repair aircraft en-
gines for domestic, international, and foreign corporations. Our com-

anies are in direct competition with foreign overhaul shops located
in Canada, England, and South America.
redecessor bill, H.R. 2181, was introduced to the 94th Congress
January 28, 1975, by Con, man Corman. Unfortunately, no final
action was taken on the bill prior to the closing of the 94th Congress.

H.R. 422 is presently before the Senate Finance Committee. This
bill will amemf the tariff schedules of the United States to provide
duty-free treatment of any engine used as temporarv replacement for
an aircraft engine being overhauled in the United States if duty was
paid on such replacement engine on original importation.

Briefly, this means that 1f we utilize a lease engine for which duty
has been already paid upon entry into the United States, the engine
may be used for temporary needs outside the United States and sub-

uently reenter duty free.

e operate a fleet of lease engines to induce repair jobs into our
shops from within and without the United States. If we presently -
ship a lease engine outside the United States for temporary use, pres-
ent _tariff schedules require that we pay duty on it upon its return
to its domicile in the United States. H.R. 422 would relieve this prob-
lem, and, as stated above, would permit us to compete on equal terms
with foreign competition.

Briefly, we went to Customs and asked for relief from this repeti-
tive situation, and they informed us that they could only interpret the
statute as it was written and suggested that we resort to legislative
action to correct the situation. This was back in 1973.

Between 1978 and the present date, we have lost considerable busi-
ness by being unzble to provide rental engines to operators operating
outside of the continental limits of the United States.

‘Woe believe it is in the interest of the Government, the U.S. business,
to further the balance of payments and to enable us to get out and sell
in the foreign market. Qur industry is forecasting foreign sales of $30
to $40 million over the next 5 years. We believe that this bill would
tfngble us to do just that, and would correct the problem that we are

acing. ‘

Wi%h that, I will conclude, Mr. Senator.

Senator Risicorr. Do you have any comments, sir ¢

Mr. Kingam. No, sir.
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Senator Risrcorr. Senator Bentsen §
_Senator BenrseN. Thank you very much, Mr. Chairman. I apolo-
ﬁm for the lateness of my arrival. This reorganization of the Senate
as led to a great deal of efficiency. I only have three committees this
morning. I left chairing one to be here, and I will go back to that one.
I came here because of my deep interest in trying to see this corrected.
. It just does not seem right to have this kind of penalty put on the
use of the lease engine, and obviously has substantially hurt our com-
fetitive ition with other foreign countries that are in this business.
strongly support the request.
Thank you, Mr. Chairman.
Senator Risrcorr. How many engines such as this are involved?
How many engines are there generally involved ¢
Mr. KiNngamw. The engines we own in our complmi'l

]
‘Senator Rmicorr. Which would come under the purview of this

—__particular arrangement.

Mr. Kingam. In our company there are eight different types of
“engines that fall into this category. We may have as many as 35
engines.
nator Risrcorr. If there is no further testimony, the hearing on
H.R. 422 is closed.
H.R. 8790, to suspend until the close of June 30, 1980, the duty on
concentrate of poppy straw used in producing codeine or morpgme.
Mr. Paul Butterweck.

STATEMENT OF PAUL BUTTERWECK, DIRECTOR OF PRODUCTION
MATERIALS PURCHASING, MERCK & CO., INC., ACCOMPANIED BY
JOHR MOYNA, SENIOR ATTORNEY, MERCK & CO0., INC.

Mr. Borrerweck. Thank you, Mr. Chairman, for the opportunit
to testify. I am director of purchasing of Merck & Co., Inc., whic
has its headquarters in Rahway, N.J. .

I would like to request that my written statement, which already
has been submitted, be made a part of the record. .

Senator Risicorr. Without objection, the entire statement will be
put into the record as if read. -

Mr. Burrerweck. I would like to briefly summarize that informa-
tion in that written testimony.

Merck is one of the three registered bulk manufacturers of codeine
and morphine and will be directly affected by the passage of H.R. 8790,
for we purchase concentrate of poppy straw as a raw material for
these medicinal products which are considered by the medical profes-
sion as necessary drugs in the treatment of pain.

Morck urges passage of this duty-suspension legislation for the
following five reasons:

One, there is only enough opium, the traditional raw material for

-these medicinals, available to satisfy approximately 50 percent of the
U.S. requirements. Thus, in 1975, the Drug Enforcement Administra-
tion approved of the importation of concentrate of poppy straw on an
emergency basis, to supplement supplies to prevent a medical short-
age from developing. .

Two, supghes of concentrate of poppy straw are only available
from abroad. Poppy straw is not grown in the United States, and
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there are no adequate facilities in the United States capable of proc-
essing p:ﬂ)y straw into concentrate. Accordingly, the present dut
is not needed to protect American industry an the suspension will
not impact on U.S. employment.

Three, suspension of the duty would benefit the consuming public
by helping to hold down raw material costs, which are inevitably
reflected in the price of finished products ate the consumer level.

Four, the duty on Indian opium, the only current source of this
traditional raw material, was suspended at the start of 1976. Sus-
pension of the duty on concentrate of pop];:{ straw, which also uses
as its source the opium poppy plant, would merely provide it with
equal treatment under the duty regulation.

Imposing a duty on concentrate of poppy straw is not consistent
with other actions taken by our Government over the past several
years to encourage the importation of this raw material to avoid a na-
tional medical emergency.

Some brief background may be helpful by way of further clarifica-
tion of the raw material supply situation. First, at the urging of the
U.S. Government, Turkey stopped cultivation of poppies from 1971 to
1975. Prior to this, they lanced the poppy capsule to collect the opium
latex. This left India as the only source from whom we are allowed,
under international treaties, to purchase opium.

Because of rising demand and several poor crop years, India has
not been able to meet world demands for opium.

Senator Risicorr. Where does this material, poppy straw, come
from § What country §

Mr. BurteErweck. Turkey.

Senator Risicorr. That is where it comes from ?

Mr. BurTErwECK. Yes, sir. i

Senator Risicorr. That is about our only source of supply ¢

" Mr. Burrerweck. That is the only source from which we can now
buy the popﬁznstmw,%eg.
il.au;r 1coFF. This is an absolute essential for use in medical
supplies
r. BUTTERWECK. Yes, sir. Opium is the preferred source of raw
material. There is not enough opium to supply the world demands.
'We are about 50 percent short in the United States.
Senator RiBicorF. Can it be used in the illicit drug trade?
Mr. Burrerweck. It is much more difficult to have this dry capsule
into the illicit trade. To give you an example, we had to buy
six boatloads of poppy straw from Turkey. To process such a large
amount illicitly is virtually impossible, but opium which is much more
ooncentrated, can find its way more easily into the illicit trade from the
foreign fields imwhich it is cultivated.

It 18 far more difficult to divert any of the dry poppy straw capsule.
That is why the U.N. and the U.S. Government urged Turkey not to
lance the capsule in order to get the opium, which was much easier to
divert under the Turkish control system.

Senator RiBrcorr. Your entire statement will go in the record.

Senator Long?

Senator Lona. I have no questions.

Senator Risicorr. Thank you very much.

Mr. Burrerweck. Thank you very much.

[The prepared statement of Mr. Butterwe@k follows:]
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STATEMENT OF PAUL BUTTERWECK, DIRECTOR OF PURCHASING, MERORK CHEMICAL
MaNUrACTURING DIvIsiON, MeROK & Co., INC.

SUMMARY

Merck urges passage of this proposed suspension legislation for the following"
reasons ;

1. Merck purchases crude opium and concentrate of poppy straw as raw mate-
rials for use in the production of codeine and morphine, which the medical pro-
fession consider essential drugs in the treatment of pain. There 18 only enough
opium, the traditional raw material source of these drugs, avallable to satisty
approximately 509% of U.S. requirements. Thus, concentrate of poppy straw was
approved for importation on an emergency basis by the Drug Enforcement Ad-
ministration to supplement this country's supply of crude opium and satisfy the
remaining 509 of U.8. requirements,

2. Bulk manufacturers of these drugs have been forced to import this raw
material from abroad because there are no adequate facilities in the U.8. capable
of producing this material. ~

8. The present duty is not needed to protect American industry and the pro-
posed suspension, therefore, will have no adverse impact on domestic produc-
tion or U.8. employment.

4. Supension of this duty should benefit the consuming public by helping to
hold down raw material processing costs, which are inevitably reflected in the
price of finished products at the consumer level. This benefit should more than
offset any loas of revenue to the U.S. government.

5. Impostition of this duty serves only to penalize arbitrarily and unnecessarily
the importation of au essential raw material and is, therefore, not consistent
with other actions taken by our government over the last few years encouraging
the importation of this material to avoid a national medical emergency.

- BTATEMENT

My name is Paul Butterweck, I am Director of Purchasing of the Merck
Chemical Manufacturing Division of Merck & Co., Inc., which has its principal
place of business in Rahway, New Jersey. Merck, as one of the three authorized
importers of crude opium and concentrate of poppy straw for bulk manufacture
into codeine and morphine, will be directly affected by the passage of H.R. 3790.
The proposed bfil would amend subpart B of part 1 of the Appendix of the Tar-

¥ Schedules of the United States (19 U.S.C. 1202) by adding a new item 907.70,
which would suspend for three years, until June 80, 1980, the duty on con-
centrate of poppy straw, a raw material used in producing essential medical
drugs. This essential raw material must be obtained from foreign sources be-
cause of a lack of adequate production facilities in the U.S. capable of producing
the required supply. Concentrate of poppy straw is the crude extract of poppy
straw containing the phenanthrine alkaloids of the opium poppy in either liquid,
solid or powder form. It is considered the most appropriate equivalent to im-
ported crude opium, which has been in short supply over the last few years.

Merck supports wholeheartedly this proposed legislation which would elimi-
nate an unnecessary penalty on the importation of a vital raw material needed
to produce drugs essential to the continuation of an adequate level of medical
care in this country. Merck and the other U.8. bulk manufacturers of codeine and
morphine have been forced to import concentrate of poppy straw as an additional
raw material source of these essential drugs to supplement the current worldwide
short supply of crude opium, the traditional raw material used in the produc-
tion of these drugs. There is currently only enough crude opium available to sat-
isfy approximately 50 percent of total U.S. requirements.

U.8. companies have had no alternative but to import concentrate from various
foreign sources in both eastern and western Europe, where the expertise and ex-
tra extraction capacity to process poppy straw to concentrate exists. None of
the three authorized bulk manufacturers of codeine and morphine in this coun-
try bave adequate extraction facilities to process the volume of poppy straw nec-
essary to supplement this country’s supply of imported crude opium. Duties on
crude opium from India incidentally. which is now the only country, of the
seven authorized to grow oplum for export, actually exporting such material at
this time, were suspended at the start of 1976.

If Indian and Turkish poppy straw could be imported directly into the U.8.
for processing into concentrate and did not have to be shipped to other countries
for such processing, there would be no duty at all on the poppy straw itself from
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these countries as both India and Turkey are beneficiary developing nations.
This processing into concentrate in other countries, however, subjects the full
value of the final processed product to the imposition of duty even though ap-
proximately 80 percent of the value of this end product is actually attributable
to the underlying Indian or Turkish poppy straw. This inequity could be avoid-
ed if U.8. companies possessed the capability (which, unfortunately, they do not)
to proceess poppy straw.

proposed legislation, therefore, will have no adverse impact on domestic
production of concentrate. Nor will it have any adverse affect on U.S, employment.
As far as Merck is concerned, and this would most likely be the case with the two
other U.S. bulk manufacteurers as well, the same employees who have worked
with crude opfum in the past will now work interchangeably with concentrate
as well to supplement crude opium as the basic raw material used in the manu-
facture of these needed drugs, without any resulting loss of jobs.

Merck and the other two U.S. bulk manufacturers of codeine and morphine
produce bulk drugs which are then sold to a larger group of formulators who
manufacture and sell at the consumer level a number of antitussive and anal-
gesic end products containing these bulk drugs. As a bulk manufacturer, Merck
18 neither involved with the sale of the end products to consumers nor does it
have any control over prices charged for such products at the consumer level.
Merck, therefore, is not in a position to state with any actual certainty the im-
pact that this suspension legislation will have on consumer pricing. Merck does
agree, however, with the statement made by the State Department, in their letter
of September 10, 1876 to the Committee on Ways and Means commenting on the
identical suspension biil introduced during the last session of Congress by
Congressman Schneebell (H.R. 14140), namely that removal of such an
unnecessary cost on the acquisition of a needed raw material should certainly
help to hold down the cost, and resulting price, of the processed end product. The
benefit to the consuming public (including the government which is itself a con-
sumer of these drugs) in helping to hold down unnecessary increases in price
should more than offset the loss in duty revenue to the U.8. governument result-
ing from the passage of this legislation. .

Concentrate of poppy straw is potentially classifiable under any one of four
separate items in Schedule 4, part 8 of the Tariff Schedule# of the United States
("“Drugs and Related Products”). Very little of it has been imported to date,
however, and it is not clear under which specific item number in this schedule it
will be placed ; for this reason the proposed suspension legislation properly uses
the language “however provided for in Schedule 4" to cover all potential items
under which this material might be classified.

Natural codeine, morphine and their related derivatives have unique properties
which make them superior to other drugs and the drugs of choice in many treat-
ment situations, Testimony before the Senate Human Resources Subcommittee
on Health and Scientific Research during hearings on drug shortages in De-
cember 1974, before the Senate Judiciary Subcommittee on Juvenile Delinguen-
cy in March 1978, and, as recently as March of this year, at the Drug Enforce-
ment Administration’s hearings on the domestic cultivation of Papaver bractea-
tum acknowledged the essential nature of these drugs to the delivery of adequate
medical care in this country. Codeine, the active ingredient in approximately 95
percent of all the end products derived from crude opium and concentrate of
poppy straw, {8 used primarily in analgesics for the relfef of pain and antitus-
gives for the relief of cough.

The uniqueness of these drugs and their acknowledged essentiality to the
medical profession has contributed to a steady growth in demand for them. This
steady growth in demand, combined with the uncertainty of raw material sup-
ply, made it difficult in recent years for Merck and the other United States bulk
manufacturers of codeine and morphine to obtain sufficient crude opium to meet
United States medical needs. By way of background, imported crude opium has
been the traditional and only raw material source of these drugs in the U.S.
during the last 50 years or more. Inventories dwindled and a critical situation
would have developed had additional sources of supply to supplement crude opi-
um imports not been found. In fact, a supply crisis was averted in late 1973 only
when Congress recognized the urgent need and authorized the release of 238
cons of opium from the government’s own strategic materials stockpile (P.L.
98-218). As a further emergency measure, the DEA in early 1976 declared
a crude opium supply emergency and authorized the importation of concentrate
of poppy straw as an additional raw material source of codeine and morphine
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to supplement this country’s imports of crude opium. In the Federal Register
announcement proposing the authorization of the importation of concentrate, the
DRA stated the basis for its action as follows :

“In order to remedy the shortage of raw materials, the United States Govern-
ment has taken and will continue to take various steps, which may be spread
over a period of time and coordinated to close the gap between the supply and
demand for oplum poppy derivatives without tilting the balance in the opposite
direction. The first step was the release of stockpiled opium. The second measure
is to supplement the imbalance with quantities of raw material other than
crude opium, and at the same time maintain control equal to the system now ap-
plicable to crude opium. The tnost appropriate equivalent of crude opium is con-
centrate of poppy straw. ... Accordingly . . . the Administrator has deter-
mined that beginming January 1, 1976, and until further notice, concentrate of
poppy straw may be imported on the basis that an emergency exists in which
raw materials for the production of opium poppy alkaloids are inadequate.”*

This legislation suspending the duty on concentrate is a further necessary
step that Congress should take at this time. Imposition of this duty is not con-
sistent with other governmental actions over the last few years encouraging the
importation of this raw material by U.8. companies to avoid a national medical
emergency. As noted, U.8. bulk manufacturers were forced to import concentrate
of poppy straw, rather than simply poppy straw, because of the lack of adequate
extraction facilities in this country to process concentrate from poppy straw.
Without resorting to these outside foreign sources, a serious shortage of this
raw material, 80 necessary to the production of essential medical drugs, would
have occured, and this could have had a serious impact on the level of medical
care in the United States. R

In summary, Merck urges passage of this suspension legislation, therefore,
as there will be no adverse impact on any domestic industry and as the impoei-
tion of this duty serves only to penalize arbitrarily and unnecessarily the impor-
tation of an essential raw material of necessity obtainable ajmost exclusively
from foreign sources and the absence of which might affect detrimentally the
level of medical care in the United States.

The House Ways and Means Committee has reported favorably on H.R. 8790
(House Report No. 95-427) and in its report the Committee notes that no objec-
tions to the legislation have been received from any source.

Thank you for the opportunity to appear here today and testify with respect
to this proposed legislation.

Senator Ribrcorr. The next bill is H.R. 5263, to suspend until the
close of June 30, 1980, the duty on certain bicycle parts.

Mr. Northrop, Mr. Townley, and Mr. Light.

STATEMENT OF STUART NORTHROP, PRESIDENT, HUFFMAN
MANUFACTURING CO.

Mr. NortrROP. Thank you, Senator Ribicoff. I am president of the
Huffman Manufacturing Co. I speak this morning also on behalf of
the Bicycle Manufacturers Association of America. On my left is Mr.
Jay Townley from the Schwinn Bicycle Co. He is director of Product
Safety and Governmental Affairs, and since the two of us are in sup-
port of this bill, we wish to appear together, and, in the interests of
exgaduenc , cover just & few points with you together.

his bill H.R. 5263, is essentially the same as H.R. 12254, which was
introduced in the last Congress and, strangely enough, was passed
overwhelmingly by both the House and the Senate. Unfortunately
it passed the Senate in the last day of Congress, on the evening of the
last session, and three nongermane amendments were added so it had
to be brought back again to the House and unfortunately it could not
be acted upon in the last minutes.

1DRA Profoul Re Addition of Concentrate of Po&w Straw to Schedule IT and Authori-
sation of its Importation, Federal Register, Volume 89, No. 246, Friday, December 20, 1974,

page 44033, ‘ —
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Therefore, we are here today as'a victim of an accident of time. We
are here on behalf of a bill that both the House and the Senate over-
whelminglﬁpaaseda ear ago.

Senator RiBICOFF. %Vill this bill help the domestic bicycle industry

Mr. NorTrrop. Yes, sir. The essential point of the bill, Senator, is
that without this bill, the specific components would be subjected to a
15-percent duty, but when these same components come in on & bicycle
manufactured outside of the country, the duty is only 5.5 percent on
those same components, so that we suffer in this country from the seri-
ous disadvantage.

Senator Risicorr. I am curious, I do not have children to buy bicy-
cles for. I do have grandchildren. It seems that every bicycle shop
that you 50 to, there are many more imported bicycles than domestic
bicycles. Can you tell us how many imported bicycles are sold in the
United States and how many domestically groduced bicycles?

Mr. NorTHROP. Yes, sir. That is covered in our written testimony.

Todat‘;, the foreign manufacturers have castured about 20 percent
of the U.S. market, consumer market. They did have, in the past—it
has varied over the past few years, because this product is very sensi-
tive to duty. They have captured as much as 37 percent of the U.S.
market, and we work at a disadvantage without this 15 percent elim-
ination of the duty on these specific components.

'We are only asking for it on the specific components.

Senator Risrcorr. I think we understand the situation. We will try
to act. We have the distinguished chairman here. Maybe he can bring
it up on the floor before the last day of the session.

Do you have any questions, Mr. Chairman ¢

Senator Lona. No.

Senator Rieicorr. Thank you very much. We understand your sit-
uation. Your entire testimony will gc into the record as if read.

Mr. NorTHROP. Thank you, Senator.

STATEMENT OF WALTER L. LIGHT, DIRECTOR OF OPERATIONS FOR
THE BICYCLE AND IGNITION DIVISION OF THE BENDIX CORP.

Mr. Ligar. Mr. Chairman, I am director of operations for the
bicycle and ignition division of Bendix Corp. We would like to take
an exception to this House bill, 5263, an exception to the inclusion of
coaster brakes in the House bill.

Bendix manufactures coaster brakes in Mexico. We have manufac-
tured them in the United States for more than 30 years and due to
competition, especially West Germany and from Japan, we had to
move our production to Mexico to meet the price competition.

Since in Mexico, we have not been able to make a profit on coaster
brakes. Consequently, our business has been falling to the Japanese
and now the Japanese have 66 percent of the coaster brake market in
the United States.

The West German coaster brake, which was, at one time, 20 percent
of the market, has fallen to 3 percent of the U.S. market. We have
problems in Mexico as Mexico is a developing country, so we have
petitioned the executive branch to add coaster brakes to the GSP. We
feel that this is the only way that we can make coaster brakes profitable

in Mexico and stay in business.
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If H.R. 5263 were enacted, which would remove the duty on not
only coaster brakes coming in from Mexico but also West Germany and
Japan, wo feel that we could not be competitive and therefore we could
not stay in business,

Senator Risicorr. If this were done, the coaster brakes would still
be manufactured in Mexico, but not manufactured in the United
States, or would you be able to ship them back to the United States?

Mr. Lieur. No, we cannot. We have had a couple of companies in-
vestigate making coaster brakes in the United States and they have
turned it down because they could not compete with the Japanese price.
We would still continue to make coaster brakes in Mexico, if we could
make a profit.

Senator Risicorr. We are talking about company coaster brakes.
What are the numbers? What is the market in the United States$

Mr. Lionr. Between 4 and 5 million coaster brakes a year.

Senator Lona. How many ¢

Mr. Lionir. Four to five million, It depends on the year.

I would like to point out a couple of things, Senator. One is that
we buy $2 to $3 million—Bendix buys $2 to $3 million worth of raw
materials and components from U.S. manufacturers which are shipped
to Mexico and then incorporated into the coaster brake.

Now, if we go out of business, the coaster brake business, this would
hurt these domestic suppliers.

Senator Risicorr. What is your response to this ?

Myr. Norruror. Yes, we would like to make it clear that there are
no coaster brakes manufactured in this country. There are four ma-
jor manufacturers of coaster brakes abroad.

Senator Risicorr. I am just curious. Did not the plant in Bristol,
Conn., make coaster brakes?

Mr. Lieat. They went out of the business in the early 1950’s.

Mr. Norraror. We find it very strange that a company is appearing
here against the bill that, if, passed will remove the duty from their
products. It is obvious they have a scheme to obtain a competitive ad-
vantage over the other three foreign free world coaster brake manu-
facturers,

No U.S. manufacturers are involved in that. The scheme is simply
to seek a competitive advantage for their Mexican coaster brake over
the other three foreign coaster brakes.

Senator Long. Is that not what the GSP is all about? Is that not
the whole idea of GSP ¢

Mr. Ligut. To help developing countries.

Senator LoNa. The whole idea of GSP is to let developing countries,
like Mexico, to be used as a base from which you can manufacture
something and bring it in here to develop. .

If we do not help Mexico provide some jobs for their people down
there, we had better find a place for them up here, because if those
people cannot make a living down there they are all going to try to
come to the United States. It is an unfortunate situation.

While the Russians have themselves an iron fence to keep people
in, we need an iron fence to keep people out, because everybody wants
to come here. I do not blame them a bit. This is about the nicest place
to come, but the poor souls cannot make a living where they are, and

94-218—77—5
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then they do not have much choice but to come knocking on the door
or to cross that river and head on to the United States.

The whole idea of the GSP was, of course, not 80 much to help
the problem of illegal aliens in the United States as to help those
nations down there to provide an opportunity for their people. That is
what the idea of preference is.

You are saying that while you were put out of business here in
this country, you can go to a GSP country and still produce the brake.
But if we this bill the way it is, that puts your company out of
business in Mexico.

The question is, when you put the GSP in did you want to help
those people out # .

Mr. Licat. We have a hearing on the GSP next Monday, and I will
give oral testimony to see whether or not this will be included. I think
the big point here is, since the first 4 months of this calendar year, the
Japanese have now two-thirds of the market in the United States, and
if we are out of the business, I think they will have a monopoly on the
coaster brakes in the United States, and I think we are going to see,
if that happens, the price of coaster brakes are going to go up. I just
do not see how they can keep that price aslow as they have.

Senator RiBicorr. Is the quality the same?

Mr. LicaT. We think we have the best coaster brake. The perform-

ance and so forth is very good.
Senator Riercorr. In your bicycles, do you use Bendix products?

STATEMENT OF JAY C. TOWNLEY, DIRECTOR OF PRODUCT SAFETY
AND GOVERNMENTAL AFFAIRS, SCHWINN BICYCLE CO.

Mr. TowNLEY. From the standpoint of Schwinn Bicycle we use both
Japanese and the domestic source. What he has said about domestic
manufacturers, we understand GSP very well. What we are looking
for, that this treatment is to afford duty free treatment of items not
manufactured in the United States, we must buy in the foreign mar-
ket. We would disagree there would be a monopoly on the part of the
J a{mnese producers. There are egroducers in Europe.

am sure Bendix acknowledges that in its own testimony, I would
point out, from the standpoint of GSP, Singapore is a developing
country, as is Mexico. Samana, the Japanese manufacturer, has a plant
in Singapore where they now make their regular gears, but could very
easily convert over and make coaster brakes. :

If coaster brakes go on the GSP, it is quite possible you would sim-
Ely see Samana shifting production to Singapore, and there would

e no advantage. -

Our view is, if you pass on the bill as it is now with coaster brakes
in it, taking off the 15-percent duty, a fair and equitable treatment for
the American bicycle manufacturer and all of the countries that pro-
duce coaster brakes, we would be able to compete.

Senator Risicorr. How much would you pay for a coaster brake?

Mr. Townrey. Under $3. The price now is somewhere around $2.60.
Iam not in that end of the business.

Senator Rsicorr. What 1s the general price of coaster brakes, be-
tween $2.60 and the $3 level ?
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Mr, Towniey. That is correct. Right now, you would find, too,
that Bendix out of Mexico would be competitive in the marketplace.
Mr, Light would have to acknowledge that as well. We have seen a
serious devaluation of the yen, dropping from somewhere from $2.80
down to $2.63 as of this morning, which is something that happens in
the situation we face in having to deal overseas. ‘

We could compete as domestic manufacturers of bicycles; we feel
that putting coaster brakes in this bill, taking off the 15-percent duty,
is fair and equitable to all parties concerned.

Senator Riercorr. I think I understand the situation.

Do you have any further questions?

hSenator Lo~g. Perhaps this gentleman would like to respond to
that.
~ Mr. Lignt, I would like to reemphasize one point here and that
is we do purchase U.S. raw materials and components to build our
coaster brake, even though it is manufactured in Mexico.

Senator Risicorr. What do you do, assemble them in Mexico ?

Mr. LicaT. We manufacture coaster brakes in Mexico, but buy steel
bearings, nuts, bolts, washers and so forth from U.S. suppliers. It
amounts from anywhere from $2 to $3 million per year, depending
on our volume.

If we are out of business, the American economy would be losin
that. The Japanese or West Germans, to my knowledge, have no U.S.
materials in their coaster brake.

Mr. TownNLEY. Mr. Chairman, as a point, the American bicycle in-
dustry, in 1975, had nine domestic manufacturers. In 1976, we had
eight. This year, another small manufacturer has gone out of busi-
sess completely. Wa have seven domestic manufacturers in the in-

ustry. - .

Sclilywinn accoun's for about 11 percent of the market, so we are not
a huge factor as to what happens in the industry. We are a middle-
sized manufacturer. We have lost money in our bicycle manufactur-
inﬁ operations in 1975 and 1976. In 1977, we are seeing economic sta-
bility, I mean stability. We are fighting back. -

Technically, we are trying to develop the means to produce a better

roduct and keep the quality up. The duty-free treatment we are talk-
ing about here was granted to this industry two times before. We feel
it is fair and equitable from an economic standpoint.

The workers that we have to lay off—this has been very real num-
bers, as we have put into our testimony before this committee last year,
and also this year. B

Senator Risicorr. How many employees do you have ? -

‘Mr. Town~iLEY. Right now we have 1,400 employees in manufac-
turing. ' : ' s

Senator Rieicorr. Where do you manufacture

Mr. TownrEey. Chicago, I11.

Senator RiBrcorF. Your company ¢

Mr. Norraror. We have 2,400 employees in Ohio and California.

Mr. TownirEy. I would point out that during the economic period
I was referring to, the years we lost in the bicycle operation, at the
end of 1974, we had 2,100 manufacturing employees. We had to lay
over 800 of them off when the market fell apart in 1975. :
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‘We had other layoffs through 1975 and 1976. These are the Ameri-
can workers that are affected, plus the American workers that lost
their jobs in the two bicycle manufacturing concerns that have gone
bankrupt and went completely out of business in the last years.

Senator Long. Here is what you are talking about. This is typically
the kind of problem that we have here. When a major industry comes
in with the same kind of problem, we will usually hear their pleas
and do something to keep them in business. We do that to the stecl
industry. If needs be, we would do it for the automobile industry.

I am going to talk to Mr. Strauss, our Special Trade Representative.
I am concerned about the textile industry. If they are big enough to
merit the attention of Congress—I say that facetiously, because that is
not a fair statement. The point is, if they are large enough to have
a nationwide impact, then the Congress would take a look at the prob-
lem and say that those jobs are important to the United States and we
are not going to let that industry be liquidated.

A smaller industry, such as yours, confronted with the same prob-
lem does not get the same treatment I am not sure that is quite right.

It seems to me that perhaps there ought to be an association, or
something, where the smaller concerns can stand together and say,
“Look, these jobs we produce, we provide jobs, too. Our workers like
to eat, and work for a living like everybody else in these big indus-
tries.”

If that were the case, the approach we would use would not be to
tako off duty protection but to move in the other direction and stay
either with the quota or tariff and say, “Let us talk about this. We
think those jobs are sufficiently worth retaining for this country that
we are going to keep them.”

If we follow the approach you are advocating here on behalf of
Schwinn, I would not be the least bit surprised to see 5 years from
now the people speak about the problems of the industry to be mere
distributors for the Japanese and the Germans. Here is a producer,
once producing here; now he has moved out of his operation down to
Mexico in order to stay alive at all, asking that we not pass this bill
without an amendment that would permit him to stay alive.

I am not sure that what those 3,800 workers you are speaking for
here might find if we buy your argument. That is a death sentence. for
their jobs during the next 5 years.

Mr. TownrLey. What we are proposing here, and what has been
done in 1970 and 1974 relative to this duty-free treatment, is exactly
your point, in the sense there is an inequity between complete bicycles
and the parts that we must have to produce in this country.

If you look in the TSUS schedules. complete bicyglyt':s come in in
the major area of competition of the domestic manufacturer, 26 and
27 inch, 732.18 Those bikes come in at 5 percent ad valorem, foreign
competition. The components, for the most part, we must have, we
have no domestic sources of supply for in the complete bike here. It
comes in at 15 percent.

So the foreign manufacturer can use those same parts, assemble
a bicyele in Japan or Taiwan or Eurog»e, bring it in at 5 percent of the
value. If we are to compete with him here, we have to pay 15 percent
for those same components. '
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That is the inequity in the schedules, in the tariff schedules, that
this leFislation was designed to cover and to take care of, in that we
are oaly asking that 15 percent be removed on those components that
are 1,0t made in the United States. In the case of coaster brakes, there
is no domestic source of supply. The decision Bendix made is theirs
to explain. The situation is theirs to explain. Still there are no domes-
tic sources. -

Senator Lone. It is not a case of black and white. You are talking
about shades of gray. Bendix has testified that the components that
go into the coaster brake are made in the United States. There is more

uity to their position than simply a matter of trying to protect the
GSP country. :

But if the GSP is going to mean anything, then if we yank all the
tarifls off everything, the GSP is not going to be anything either.

Mr. Lienr. We are not objecting to this bill, only to the inclusion

of coaster brakes.
Senator Loxe. You are only objecting insofar as it does not put

you out of business.

Mr. Tow~rry. We have had to pay duty on a retroactive basis from
January 1, 1977, on the items that are in the legislation, the eight
original items earried in the treatement accorded to us last year. That
is hundreds of thousands of dollars flowing out of this industry to
nobody’s good and the detriment of our economic stability: and tak-
ing Bendix’s testimony into consideration—which obviously we do
not* agree with-—we are concerned about the time elements, the pas-
sagoe of the legislation, because if it carries over into the second ses-
sion of the 95th Congress and duties are continued to be collected, we
cannot use that money, do not earn interest on it. Tt certainly is away
from us that does not help the economie situation that we have for our
manufacturing situation. -

So the time situation also puts a bind on everybody here.

Senator Risicorr, I think I understand the situation.

Senator Long. Iet me ask you this. If you say the coaster brakes
are about $2.45, what is the value of the other components?

Mr. Licur. Coaster brakes are about $3.

Senator Loxe. What would be the value of all imports on the
bicvele? :

Mr. Tow~rey. When Schwinn looked at it, we had 50 percent of
an average 10-sneed bicycle, the cost of imported material 25 percent,
or half of the importation was in the duty-free area. At this point,
unless counsel who is sitting behind me can remember the number,
I would have to guess you are talking at $25 to $30 of a possible $62
to $65, without including domestic—T am talking about only materials.

Senator Loxa. I am not sure I understand you. What percent, in
terms of cost, what percent of the cost of a bicycle is represented by the
coaster brake ¢

Mr, Townrey. By the coaster brake?

Senator Loxa. Yes.

Mr. Tow~rEY. 5to 10 percent.

Senator Lo~a. 5to10 percent.

I&that your impression #

Mr. Liaut. We are not in the bicycle business. I do not know the
figures. All we produce is the coaster brake.
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Senator LoNe. You are asking for a bill that ordinarily we would
like to pass on unanimous consent. If a single Senator wants to
object to that bill, or wants to oppose it, it just must not slide through

_on the consent cafendar. It just sits there, and it waits until something
comes along that has sufficient significance to it that it becomes a
part of some other bill.

I would question your position to oppose an amendment thut would
involve coaster brakes. It seems if we did what you are asking with
regard to 90 to 95 percent of the items that go into it, I would wonder
whether it would serve your purposes at Schwinn to make this fight
to get the other 5 percent and wind up with a bill not passing.

r. TowNLEY. I have just been reminded that coaster brakes would
represent approximately 20 percent of the total dollars involved to
the industry relative to the bill. I would point out from the duty-free
treatment the industry was accorded through December 1976, the
derailleurs—vwhich is another component that was accorded duty-free
treatment—has been taken off the bill already, because of objections
raised by a number of parties over on the House side.

Senator Long. What 1sit$

Mr. Tow~cey. It is a multispeed shifting mechanism on the 10-
speed bicycle,

Senator LoNc. Why was that taken off? Who were the people who
objected over there ?

iIr. TowNLEY. There was objection on the part of a manufacturer in

the United States who had a small percentage of the production of
these units in the country. The component, therefore, was taken off.
What the industry gave up was a large chunk of the value of items.
We still have to go overseas in order to get the quality we want. We
are stuck with a situation of paying 15 percent on those.
- The coaster brakes in the bill represent a substantial offsetting factor,
as far as the domestic manufacturers are concerned. If we have to
continue to pay 15 percent on coaster brakes, plus picking up 15
percent on derailleurs, we would begin to put ourselves in a position
where that would have to be reflected in either higher costs of our
product to the consumer, or finding some other way to compete with
our foreign competition.

I repeat, the 10-speed bicycle from the foreign countries is going
to come in at 5.5 percent ad valorem. We are paying 15 percent for
our components to compete in this country.

Mr. Norraror. The U.S. industry has never objected to paying
the duty when the component is manufactured in the United States.
That is why derailleurs, which in previous bills were covered and
dutv free, now have had the duty came back without the objection of
the industry.

Senator Loxg. I think it is clear enough to me. Thank you very
much, gentlemen. )

Senator Rmsicorr. Thank you.

[The prepared statements of Messrs. Northrop, Light, and Townley
foflow. Oral testimony continues on p. 84.] '

PREPARED STATEMENT OF BICYCLE MANUFACTURERS ASSOCIATION OF AMERICA, INC,,
BY STUART J. NORTHROP, PRESIDENT, HUFFMAN MANUFAcTURING CoO.

Mr. Chairman and Members of the Commitee. Y am Stuart J. Northrop, Presi-
dent of the Huffman Manufacturing Company, Dayton, Ohio. Huffman is a
member of the Bicycle Manufacturers Association of America, Ine. (“BMA"),
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on whose behalf this statement is presented. BMA is a non-profit, voluntary trade

association whose regular members are domestic bicycle manufacturers, Oollec-

lt)ilveg, th%d BMAmcot?mpunles;ymannfacture approximately 80 percent of the
cycles produced country. -

“H.R., g268 egsentially represents & continuation, for a limited perlod, of the
suspension of duty on certain dicycle component parts originally suspended as
of January, 1971. The original bill was introduced by former Congregsman
Richard H. Fulton in 1970 and covered a three year period. In 1974, by Public Law
93-490, it was extended through 1976, The original bill and Public Law 93-490
covered generators, lighting sets in TSUS 912.05 and derailleurs, caliper brakes,
drum brakes, three-speed hubs incorporating coaster brakes, three-speed hubs not
incorporating coaster brakes, click-twist grips, click stick levers, and multiple -
free-wheel sprockets in TSUS 912.10. .

Inasmuch as Public Law 98-490 was scheduled to expire on December 81, 1976,
a bill to extend the duties for an additional and limited period—H.R. 12254-—was
introduced in 1976, That bill overwhelmingly passed the House and was next
considered by the Senate where it also overwhelmingly passed. Unfortunately
that Senate action transpired during the evening hours of the last session of the
past Congress and the Senate passage included the addition of three non-germane
amendments. Thus, further House action was required. Victimized by the ele-
ment of time, H.R. 5263 was just about to be presented on the House floor in the
late and last moment of the session when the House adjourned.

Thus the instant bill is again before you only because of the “accident of time”
after its substantive provisions were acted upon positively and overwhelmingly
by both Congressional bodies. H.R. 5263 added coaster brakes, alloy butted frame
tubing, frame lugs, alloy cotterless crank sets, and alloy rims to the suspension
list, none of which are domestically produced. The bill before you today—H.R,
5263—was the subject of hearings before the Trade Subcommittee of the House
Ways and Means Committee and, on June 16, 1977 was favorably reported by the
full committee. The bil covers 12 of the bicycle parts contained in the prior
bilL* With the expiration of the duty suspension on bicycle parts on December 81,
1976, H.R. 5263 provides for duty suspension retroactive to January 1, 1977 and
extending until June 80, 1980,

As a predicate to discussing the specific bases for the relief sought it is appro-
priate to present a brief picture of the economic posture of the United States
bicycle manufacturing industry. Collectively, the industry is a small one, com-
prised of only seven companies. For the most part their businesses are limited to
the production and sale of bicycles. Beginning in the early 1970’s bicycles sales
reached record levels to the point where those years are commonly referred to
as the “bicycle boom.” However, in 1975, the “boom” turned to “bust”, as a
dramatic drop-off of sales and the difficult economie recession combined to
debilitate the industry to the point where the very survival of a number of its
segments could not be presumed. In fact, last year alone, the H. P. Snyder Manu-
facturing Company was forced to close its doors after 81 continuous years of
bieyele production, and the Iverson Cycle Corporation and its parent, Stelber
Industries, Inc, were forced into Chapter XI and now Chapter X bankruptcy.
As between 1974 and 1975, bicycle sales dropped more than 50 percent.

Over recent months the industry generally has started a recovery from those
“depression” years, and while the sales levels during the “boom” years will not
again be approached, a number of U.S. manufacturers are beginning a period
of sales recovery. Nevertheless, for some domestics, their viability remains ques-

1 Appendix A is a 1ist of BMA member compantfes.

2 The Report of the House Ways and Means Committee on H.R. 5263 revenls a change In
the description of three of the covered bicycle parts. As originally introduced and considered
by the Trade Subcommittee and the full Ways and Means Committee, H.R. 5263, as well
ag its predecessor H.R. 12254, nrovided for susnension of duty on alloy cotterless erank
sets, alloy rims, and alloy butted frame tubing. These are specialized products not made in
this country and imported primarily for use in expensive bicvcles. The Ways and Means
Renort reveals, for the first time, a change in the description of those items respeciively as
follows : “‘cotterless type crank sets” ; “rims’ ; “and parts of bicycles consisting of sets of
steel tubing cut to exact length and each set having the numher of tubes needed for the
assembly (with other parts) into the frame and fork of one bicycle (provided for in item
732.36. part 5C, schedule 7).”

BMA did not ever urge or even suggest such changes but inasmuch as the originally
described products would be included within the ‘“‘new” descriptions, we do not object to
the changes. Similarly, we have absolutely no objection to a return to the original descrip-
tions other than the fact that such a change would delay final action on the bill because it
would require conference consideration and resubmission to both Congressional bodies. Tt
is also possible that there may be domestic sources of steel, as opposed to “alloy” crank
sets, rims, and frame tubing.
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tionable and it is clear that without passage of H.R. 5263, the outlook for the
entire domestic bicycle manufacturing industry would be threatened and, for
some, possibly fatally.

Wi'tllz)fn tha’; framework, the urgent need for the institution and continuation
of duty suspension on certain bicycle components is obvious and the discrimina-
tion against domestic bicycle producers inherent in the existing tariff schedules is
starkly revealed.

Under the tariff schedules, the involved bicycle parts are assessed a duty of 15
percent, In contrast, completed bicycles manufactured abroad and imported
into this country are assessed a duty of only 5.5 percent.! That this tariff bias
discriminates against and disadvantages the competitive posture of American
manufacturers is thus evident. An imported bicyele incorporating the very same
components-as an American bicycle is bestowed with a 9.5 percent cost advantage
on those component parts. The deplorable anomaly thus created presents the
domestic manufacturer with the unacceptable choice of passing the additional
costs on to the consumer or absorbing those costs thereby reducing margins to
an intolerable level. Bither way, the American producer suffers and that disad-
vantage cannot be assimilated.

Yet, the bias inherent in the existing tariff schedules is not the only basis for
passage of H.R. 5263. The components which are the subject of the bill are domes-
tically unavailable to American bicycle producers because they are not manu-
factured in this country.® Therefore, the American bikemaker has no choice but
to utilize foreign-made components and in turn be subject to the discriminatory
duty.

Unfortunately, the difference in the duty assessments on component parts and
fully-assembled bicycles is not the only competitive advantage enjoyed by foreign
manufacturers, Wage rates in countries such as Taiwan and Korea which have
greatly increased their bicycle production in recent years cannot be offset by the
high productivity and efficiency of their American counterparts, Moreover, foreign
producers do not have to undertake expenditures for workmen'’s compensation,
occupational safety, pollution control and a vast array of social legislation which
increases the cost of doing business in this country. However, even if they did,
the governments of our foreign competitors aid their local industries by openly
subsidizing their operations and permitting such anticompetitive practices ag
market division and price fixing which have long been prohibited by law in the
United States.

Thus, despite the fact that the domestic bicycle manufacturing industry is gen-
erally regarded as the most fully automated and technologically efficient in the
world, the capital investment of these American companies have not been able to
counter the ever-increasing assault of bicycles manufactured abroad. In fact,
imports have gradually eroded the market share held by the domestic industry.
In the period between 1965 and 1976, imports steadily increased their penetration
of the U.S. market from a low of 18 percent to a high of 37 percent of the market.
For the first five months of this year, the number of import units are up 28.7 per-
cent from the same period in 1976. The bicycle is a very import-sensitive product
and import penetration on bicycles is extensive. That the Uniled States has been
selected as the target market for exports of bicycles is clear from the fact that
the United States receives nearly one-half of the world’s total exports of bicyeles,
with some 90 other nations sharing the remaining 50 percent.

BMA acknowledges that the day may well come where one or more of the
components addresseq by H.R. 5263 is available from domestic sources, but
that day has mot arrived and cannot be foreseen anytime very soon. However,
it 1 with an eye toward the development of domestic capacity that HL.R. 5263
only envisions the temporary extension of duty suspension. While this limited
extension is vital to the bicycle manufacturers, it creates no prejudice for
domestic industries which may wish to undertaken development and subsequent
production of components. At the end of the temporary duty suspension period
the Congrqss can again review the situation and if, at that time, a domestic

e i
$The duty on completed bicycles imported into the United States ranges from 5.5 to
11 percent. However, the majority of bicycles imported are of a character which subject

subject 't'o the 5.5 percent duty. Pursnant to TSUS 732.18, 1f hoth wheels of the bicvele are
over 25’ In dlameter, and are valued over $16.66%, the duty & 5.5 percent, Thus, bicycle
dutv at rates over 5.5 percent are virtually irrelevant to the matter of H.R. 5263.

4 See Note 2, supra.
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supply of a given component is available, appropriate changes in the duty
sltuation can readily be made to accommodate the change in circumstances.
At the present time, continuation of the suspension of duties is not only
clearly warranted, but is an absolute necessity for the domestic industry. BMA
urges you to pass H.R. 5263 and thereby avoid undermining an industry which
is just now beginning to unlock the shackles of the delibiating depression of
recent years which claimed some domestic manufacturers as its victims. The
tariff inequities are manifest and, given the unavailability in this country
of components which are necessary to the production of bicycles, the passage

of H.R. 5203 is vital to our struggling industry.
Thank you for your consideration and for providing this opportunity to

comment, -
[APPENDIX A]
REGULAR MEMBERSHIP—BICYCLE MANUFACTURERS ASSOCIATION OF AMERICA, INO.

1. AMF Wheel Goods Division, P.O. Box 344, Olney, 111 62450.
2. Columbia Manufacturing Co., Inc.,, Westfield, Mass, 01085.
. 8. Huffman Manufacturing Co., P.O. Box 1204, Dayton, Ohio 45401.
4. LRV Industries, 2536 North Seaman Street, South El Monte, Calif. 81733.
5. Murray Ohio Manufacturing Co., Franklin Road, Brentwood, Tenn, 37207.

PREPARED STATEMENT OF WALTER L. LicHT, THE BENDIX CoORP.

Mr. Chairman and members of this Subcommittee, my name is Walter L,
Light, I am Director of Operations for the Bicycle and Ignition Division of
The Bendix Corporation (Bendix) in South Bend, Indiana. In this capacity,
I am directly. responsible for our coaster brake plant in Mexico. With me is
our special counsel, John B, Rehm,

On behalf of Bendix, I wish to urge this Subcommittee to amend H.R. 5263,
which woeuld suspend the duty on various bicycle parts, by deleting the reference
to coaster brakes. We oppose H.R. 5263 so long as it covers coaster brakes,
but we would not object to the bill without that reference.

In Elmira, New York, Bendix operated the last plant that made coaster
brakes in this country. It was forced to close its plant in 1972 because of
foreign competition, after it had been making coaster brakes for over 30 years.
There is presently no domestic manufacture of coaster brakes, and we know
of no plams for such manufacture. Indeed, we understand that certain American
companies have recently considered making coaster brakes again in the United
States, but they have concluded that it would not be profitable.

In 1978, Bendix began the manufacture of coaster brakes in San Louis Potosi,
Mexico. For ease of reference, I will hereafter refer to the Bendix coaster
brakes made in Mexico simply as Mexican coaster brakes. The Mexican plant
uses a large quantity of U.S. raw materials and components in making these
brakes—Almost all the coaster brakes are sold to U.S. bicycle manufacturers,
as well as national and regional distributors of bicycles and bicycle parts.

Even after the move to Mexico, the coaster brake proved to be unprofitable.
In particular,-the Japanese coaster brake became much more competitive
in the U.S. market than we anticipated—in terms of both volume and price.
As a result, the price of the Mexican coaster brake had to be kept at an
unprofitable level. Moreover, the rate of inflation in Mexico grew faster than
expected, thus increasing the cost of the coaster brakes. The resulting cost-
price squeeze has been very damaging to the Mexican plant.

Over the last two years, the coaster brake made in Japan has become the
dominant factor in the U.S. market. Indeed, by the Spring of this year Japanese
coaster brakes accounted for about two-thirds of domestic consumption, with
Mexican coaster brakes accounting for a little less than a third. This has
occurred in spite of a reduction that was made in the price of the Mexican
coaster brake the first of the vear. The once competitive West German coaster

- brakes now occupy only about 8 percent of the market.

— -Accordingly, Bendix has petitioned the Fxecutive Branch to add Mexican
coaster brakes to the list of articles eligible for duty-free treatment under the
Generalized System of Preferences—or GSP. We believe that cnly with this
duty adrantage can Mexican coaster brakes be certain to compete success-
fully in the U.S. market. If this can occur, the Mexican plant stands a good
chance of bhecoming profitable. If GSP treatment is not obtained, we will

probably have to close the plant.
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But if H.R, 5268 should be enacted, then we will have lost any chance of
obtaining preferential tariff treatment for the Mexican coaster brakes. The
suspension of duty under H.R. 5263 would cover coaster brakes made in any
foreign country that is entitled to most-favored-nation treatment, In other
words, GSP treatment would be beneficial only if the present 18-percemt rate
of duty should cotninue to apply to coaster brakes made in all other countries,
With the duty-free entry of coaster brakes made in Japan, the Mexican plant
would in all likelihood be doomed.

You may well ask why this should be of concern to this Subcommittee.
The reasons why we believe you should be concerned are three-fold. First,
Bendix annually purchases from U.8, companies about $2 million worth of raw
materials and components that-are used for the Mexican coaster brakes, If the
Mexican plant were forced to shut down, these American companies would
be hurt by the loss of a significant amount of business. Moreover, they would
lose the opportunity to sell even more goods as the Mexican plant produces
a greater volume of coaster brakes. -~

Second, it is evident that the Mexican coaster brakes offer the only real
competition .for those made in Japan. Should the Mexican plant close-down,
the Japanese manufacturer would have an effective monopoly in the U.8. market—
with all the potential consequences of such a position. In particular, we believe
that the price of the Japanese coaster brake would be significantly increased,
especially since our analysis of this coaster brake suggests that it is making
very little, if any, profit at its present price. Such a price increase could affect
the sales of domestic manufacturers and would certainly hurt the consumer.
We understand that at least one domestic bicycle manufacturer is concerned
about the consequences of leaving the Japanese manufacturer the sole supplier,

Third, Bendix possesses a unique engineering -expertise with respect to
coaster brakes, It has made such expertise available to the domestic bicycle
manufacturers to help them solve problems of design and testing. For example,
when the Consumer Product Safety Commission was developing bicycle braking
standards, Bendix’s engineering assistance to the domestic bicycle manufacturers
proved to be particularly valuable, This expertise would be lost if the Mexican
plant were to close.

In other words, we believe that the costs of suspending the duty on all foreign-
made coaster brakes would outweigh the benefits. In the short run, it might
permit Ameriecan bicycle manufacturers to obtain foreign coaster brakes some-
what more cheaply. In the long run, with Mexican coaster brakes no longer
available, U.8. producers of raw materials and components would lose valuable
business. In addition, the U.S. bicycle manufacturers would he vulnerable to the
Japanese monopoly and would probably have to pay a higher price for the
Japanese coaster brakes. That price increase might well be greater than the
duty saving. Moreover, the domestic manufacturers would be deprived of Bendix's
engineering expertise. )

Accordingly, we believe that it is in the interest of American business to have
coaster brakes deleted from H.R. 5263. If this is done and if GSP treatment can
be obtained, the Mexican plant should prove viable. Its continued manufacture of
coster brakes would be of decided benefit to American business, including the
bieycle manufacturers themselves.

Thank you, Mr. Chairman. This concludes our testimony, and we would be
happy to answer any questions that members of this Subcommittee may have.

ReMARKs IN SupporT oF H.R. 5263, To SUPPLEMENT TESTIMONY OF MR, JAoY C.
TowNLEY, SCHWINN BicycLE Co., CHICAGO, JLL. -

SUMMARY OF ARGUMENT

1. H.R. 5268 is essentially identical to a bill which passed hoth Houses of
Congress late in the last session but was not enacted due to the addition of
non-germane amendments by the Senate.

2. What H.R. 5263 does: (a) Extends for forty-two months the duty suspension
on eight parts which has been in effect since 1971. (b) Adds four additional parts
to the duty-free category. (c¢) Deletes derailleurs from T.S.U.S. Item Number
912.10.

3. Reasoqs for the duty suspension: (a) The Tariff Schedules create a distinct
disadvantage to American hicycle manufacturers in that most imported parts
are assessed at 15 percent ad valorem while most impnorted bhicveles are assessed
at 5.5 percent ad valorem. (b) The parts encompassed by the bill, as introduced,
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have no domestic sources of supply. Schwinn must rely on foreign sources of
these components with or without tariff relief.

Schwinn Bicycle Company submits these comments in support of H.R. 5268 to
supplement the oral testimony of Mr. Jay O. Townley, Schwinn’s Director of
Product S8afety and Governmental Affairs, which was presented to the Committee
on July 14, 1977. Schwinn respectfully requests that the Senate Finance Com-
mittee favorably report this bill at the earliest opportunity. The duty-free bicycle
parts categories expired on December 81, 1976 and thus American bicycle manu-
facturers are currently paying duty on the parts covered by the bill,

Schwinn 18 an Illinois corporation with its sole place of business in Chicago,
Illinois. Since 1895, Schwinn has produced and sold high quality bicycles and
component parts and has established a reputation for high standards of per-
formance and workmanship. In 1976, Schwinn’s sales accounted for 11.8 percent
of all bicycles sold in the United States. Schwinn has perhaps the best vantage
point of any American bicycle producer in commenting on the problems of
foreign competition, imports and exports. Like other domestic producers, Schwiua
imports a great many foreign parts which are either unavailable, not of suf-
ficlent quality or not available in sufficient quantities in the domestic market.
In addition, Schwinn also imports complete bicycdles including its Schwinn.
approved “Traveller”, “LeTour” and “Volare” models. These are high quality lug-
framed bicycles ranging in price from approximately $142 to $495. However,
Schwinn is primarily a domestic manufacturer of bicycles and wants to foster
the well-being of the American bicycle industry. It is in pursuit of this goal
that we are advocating the extension of the duty suspension on certain bicycle

parts,
A. History of the Tariff Suspension of Bioycle Parts

In 1970, Representative Fulton of Tennessee first proposed the tariff suspen-
sion for certain bicycle parts. Public Law 91-689, commonly known as the
“Fulton Bill,” created two duty-free categories in the traiff schedules, T.S.U.S.
Items No. 912.05 and 912.10 which encompassed nine parts: generator lighting
sets, derailleurs,-caliper brakes, drum brakes, three-speed hubs incorporating
coaster brakes, three-speed hubs not incorporating coaster brakes, click twist
grips, click stick levers, and multiple free-wheel sprockets. These duty-free
categories were extended for an additional three-year period in 1974 by Public
Law 93<490. A copy of the relevant tariff schedule is included as Exhibit A.

B. Background of H.R. 5263

The proposed legislation now before this Committee was introduced by Repre-
sentative Dan Rostenkowski of Illinois on Mserch 21, 1977 and is essentially the
same as H.R. 12254 which the Representative introduced in the 94th Congress.
That earlier bill passed the House of Representatives overwhelmingly, was
unanimously recommended by the Senate Finance Committee and passed the
Senate on the last day of the legislative session. Unfortunately, two non-germane
amendments were appended to the bill in the waning hours of the day. The -
House did not have an opportunity to review the amendments prior to adjourn-
ment and hence the bill died.

H.R. 5263 has four principal provisions. First, the suspension of tariffs on eight
parts which was in effect until December 31, 1976 would be extended until
June 30, 1980. This is clearly the most important feature of the legislation.
Second, four parts—coaster brakes, certain butted frame tubing, cotterless
crank sets, and rims—would be added to duty-free category. These new parts fit
substantially within the rationale of the original tariff suspension legislation.?

Third, the words “and parts of all the foregoing” would be inserted in T.8.U.S.
Ttems No. 912.05 and 912.10. This language would allow subcomponents of the
duty-free parts to also be exempt from duty. The Customs Service takes the posi-
tion that unless subcomponents are specifically mentioned in a tariff classifica-
tion, they are not included. See for example, Ruling Number ORR 209-71 issued
by Mr. A. P. Schiffiin, Director of Tariff Classification Rulings, regarding parts
of caliper brakes which appears as Bxhibit B. While this issue has a minor
financial impact on Schwinn and other manufacturers, it often causes consider-
able confusion in liquidating entries through Customs.

1 Some changes in the description of these additional parts were made by the staff of the
House Ways and Means Committee. For instance, “alloy rims” was changed to read simply
“rims’. There I8 some domestic production of steel rims although alloy rims are only
manufactured abroad. “Alloy cotterless crank sets” was altered to “cotterless type crank
gets” and “alloy butted frame tubing” was changed to “parts of bicycles consisting of sets
of steel tubhing cut to exact length and each set having the number of tubes needed for
the assembly (with other parts) into the frame and fork of one hicycle.”
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Fourth, H.R. 5263 would provide for retroactive application to January 1,-1977.
The duty-free bieycle parts categories expired on December 31, 1976. Inasmuch
as both Houses of Congress last year expressed support for H.R, 12254, Schwinn
fequests that duty collected on the enumerated bicycle parts between January 1,
1977 and the enactment of this legislation be refunded.

C. Reasons for the Duty Suspension

1. Tariff Disparity Between Parts and Complets Bicyoles

There are two baslc reasons for the continuing tariff suspension on bicycle
‘parts. First and most importantly, there is an anomalous disparity in the tariff
schedules between the treatment afforded bicycle parts which are imported into
this country for assembly into American-made bicycles and the treatment given -
to imported, foreign-made bicycles. Most bieycle parts fall within T.8.U.8. Item
No. 732.36 and are assessed at a rate of 15 percent ad valorem. Complete bicycles,
on the other hand, fall within T.8.U.8. Item No. 732.02 through 732.26 and are
assessed at rates from 51 to 11 percent. The vast majority of these imports fall
within T.8.U.S. Item No. 732.18: “Bicycles—Having both wheels over 2§ inches
in diameter—Valued over $16.6034 each.” -

This category carries a rate of 5.5 percent ad valorem for column 1 countries.
This strange feature of the tariw schedules creates an inequitable competitive
disadvantage for American bicycle manufacturers. For example, Schwinn imports
spokes from Germany for use in its bicycle production in Chicago. These spokes
are assessed at 15 percent ad valorem. If the very same spokes were incorporated
into a European bicycle and sent to this country, they would be dssessed, as
part of the complete bicycle, at 5.5 percent of their value, Obviously, this gives
foreign manufacturers a significant cost advantage in marketing their bicycles.
A suspension of tariffs on the parts embedied in T.8.U.8, Items No. 912.05 and
912.10 partially compensates for this ongoing disparity.

Absent the legislative relief embodied in H.R. 5263, eight parts which have
for the last six years been entered into this country duty-free will be subject
to 15 percent ad valorem duty. The increased cost to the manufacturer, particu-
larly in light of the unsettled state of the American bicycle manufacturing
industry, will inevitably have to be passed on to the consumer in the form of
higher prices. The more costly American-made bicycles are, the more favorable
will be the position of foreign-made bicycles in the American market. The truth
of this assertion {s best {llustrated by the interest of the American Association
of Bicycle Importers in the consideration of H.R. 5263. In opposing the legisla-
tion, the AABI implicitly confirms that the defeat of this bill and the expiration
of the duty-free categories will increase the cost of American bicyeles and hence
Improve the business interests of foreign bicycle manufacturers and importers.

The report which accompanied the original tariff suspension (Senate Finance
Committee Report No. 91-1636, December 80, 1970) stated that the purpose of
the bill was “* * * to improve the competitive ability of domestic manufacturers
of hicycles by temporarily suspending the duty on imports of certain bicycle
parts and accessories, thereby reducing their costs.” 1970 U.8. Code Cong. and
Admin. News, p. 61165,

At that time imports comprised approximately 28 percent of the total U.S.
market, Since that time market share percentages have varled greatly. Encour.
aged by the Kennedy Round staged reduction of tariffs on complete bicycles from
1988 through 1972, bicycle fmports climbed on a level of 37 percent of the total
U.S. market in 1972. In subsequent years these market share percentages have
subsided substantially but imports still constitute a significant portion of the
American market and in 1976 occupled only slightly less than the percentage
they did in 1970 when the suspension on certain bicycle parts was first introduced.
See Exhibit C £~ complete statistics from 1895 through 1976, -

2. Lack of Domestic Sources of Supply

The second major reason for enacting the “Fulton Bill” in 1970 was the fact
- that the parts included were not generally available from domestic sources of
supplv, It seemed pointless to assess duties on parts, and hence raise the cost of
the bicyele to manufacturers and to comsumers alike, when the manufacturers
were compelled to purchase narts from abroad anyway. Schwinn is still denendent
on foreign sources of supply for the twelve parts covered by H.R. 5263* and
therefore with or without the passage of H.R. 5263 Schwinn will still, out of

* See page 3 regarding the changes made in the House of Representatives.
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necessity, purchase all of the twelve parts included in this bill from its Asian and

European suppliers,

In 1975 alone, Schwinn purchased $6,098,090 worth of parts currently in the
duty-free categories. If the tariff suspension had not been in effect, this would
have resulted in additional payments to the U.8: Customs Service of $928,968.90.
See Exhibit D for a detailed breakdown of Schwinn’s 1975 purchases of parts
covered by the old duty-free categories. As will be explained in more detail below,
Schwinn lost money in its bicycle production operations in 1975 and 1976. There
is no feasible way in which this additional duty could have been absorbed by the
Company. Of necessity, consumer prices would have been raised to absorb these
increased costs.

It is also significant to look at the statistics on Schwinn’s importation of four
parts which H.R. 5263 would add to the duty-free categories. In 1975 Schwinn
purchased 261,352 coaster brakes from Mexico and Japan at a cost of $741,717,
Schwinn paid duty on these entries of $11,257.55, yet there is not a single source
of coaster brakes in the United States at this time. Schwinn submits that this
situation is a strong illustration of the need for duty suspension of the twelve

selected parts in H.R. 5263.
D. Financial Condition of Schwinn and the American Bicycle Industry

The relief offered by this tariff suspension bill is of critical importance to
Schwinn particularly at this point of time. Schwinn and other bicycle manufac-
turers gre facing an unsettled period in their history. In the late 1860's and early
1970's, demand for bicycles, both imported and domestie, exploded. However, the
famed “blcycle boom” has evidently run its course. In 1974 total market con-
sumption slumped by over 1,000,000 units to 14,105,775, In 1975 the total market
was down almost 50 percent to 7,293,784 units. Schwinn alone experienced a
staggering 36 percent decline in 1975. Schwinn’s American production again
declined in 1976,

The effect of the reduced sales on the workers at Schwinn in the last few
years has been devastating. Included as Exhibit I are Monthly Reports on La-
bor Turnover for 1972 through 1976 which Schwinn filed with the Illinois Depart-
ment of Labor. In 1972 monthly employment levels were consistent and steady in
the 1,900 to 2,200 range. During every month of 1973, over 2,200 Chicago workers
were on the Schwinn payrolls. This trend continued through much of 1974 until
market demand lagged drastically in the fall. With no orders to fill, Schwinn
was forced to lay.off over 1,000 employees in late 1974, January, 1975 was the
worst month in this period with only 841 workers on the payrolls.

Although many of these workers were rehired, there have been periodic layoffs
throughout 1975 and 1976 and as recently as March, 1977. The official labor re-
ports clearly show that the monthly average of employees at Schwinn during
1975 was 1,525. The 1976 average sunk to 1,440--a far cry from the 2,200 of 1973.

As sobering as these figures are, they do not reflect the full scope of our recent
difficulties. In an effort to keep as many Schwinn workers as possible on the job,
the Company was forced to resort to many four-day work weeks throughout
1975 and 1976. In February of this year our factories and offices were closed
down for a full week because of lack of orders.

When Schwinn and other manufacturers speak of economic hardship and
serious erosion of our work force, it is not based on abstract philosophizing or
unsubstantiated theorfes. Schwinn has faced the unpleasant prospect of laying
oOff large numbers of its workers on a month-by-month, week-by-week basis,

The financial picture at Schwinn has been similarly distressing. The bicycle
manufacturing operations resulted in a significant loss in 1975-1976, It is clear
that Schwinn would not have been able to absorb the approximately $2,000,000
in additional duties which would have resulted if the tariff suspension had not
been in effect in those years. These additional costs would, of necessity, have
been passed on to the consumers. .

-Other manufacturers have experienced even greater difficulties. Iverson Cycle
Corporation filed Chapter XI proceedings in bankruptey in March of 1976. H. P.
Snyder Company, a subsidiary of O. F. Mossberg & Sons, Inc., terminated its
bicyele production on May 7, 1976 after 81 continuous years in business. Shortly
thereafter, on June 18, 1976, that company also filed a petition under Chapter XI
of the bankruptcy laws.

It 18 clear that the small and dwindling American bicycle manufacturing in-
dustry has suffered a severe depression. Without the extension of the duty sus-
pension, the American bicycle manufacturers will be forced to make a decision
between equally unacceptable choices. They must either absorb the increased
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duty, even though many manufacturers have been operating at a loss in recent
years, or they must increase the cost of their product to the consumer, This latter
action would cause a senseless infiation of prices and would inevitably result
in a loss of sales for American bicycle manufacturers,

CONCLUBSION -

For all the foregoing reasons, Schwinn Bicycle Company respectfully requests
that the Senate Finance Committee favorably report H.R. 5263 at the earliest
opportunity. Time is of the cssence, Duties on the covered parts are now being
collected causing serious cash flow and administrative difficulties for bicycle
manufacturers. Schwinn submits that the logic which justified the tariff exemp-
tion of 1970 and 1974 is stronger than ever in the troubled market of 1977. )

ExHIBIT A
TARIFF SCHEDULES OF TIIE UNITED STATES ANNOTATED (1275}

APPENDIX TO THE TARIFF SCUEDULES
Part |, - Temporary Legislation
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ExaIsIr B

CusToMS INFORMATION RIXOHANGE,
New York, N.Y., Maroh 28, 1971.

Reference : Item 782.36, TSUS.
Subject: Brake cables, brake shoes and levers for callper brakes classified under
item 782.86, TSUS.

In a letter dated February 16, 1871, you inquired as to the dutiable status of
brake cables, brake shoes, and levers for caliper brakes,

For the purpose of this reply it is assumed that the subject merchandise is
not the product of any of the communist countries listed in the attached copy
of General Headnote 3(e), Tarlff Schedules of the United States (TS8US).

It is the opinion of the Bureau that while the subject articles are parts of
caliper brakes they are excluded from free entry under item 912.10, TSUS, be-
cause there is no provision for parts thereunder.

Accordingly, such parts are classified under the provision for other, parts of
bicycles in item 782.36, TSUS, with duty at the rate of 18 percent ad valorem.

Sincerely yours,
A, P. SonmrvLIN,
Acting Director,
Division of Tariff Olassification Rulings.

PauL KEsPiw,
Acting Director.

Nore.—~—This circular may be released to the J.ubue only if the name and address of
recipient and other identifying material are delete
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EXHIBIT D
ROSTENKOWSKI BILL~SCHWINN IMPORT STATISTICS

- Pt

Parts currently dut‘y';m under TSUS item Nos, 912.05 and 912.10:

Generator cmwson
3 Goruiene ygnting ets 980743 2,031, 633
3, Caliper bulm 1, 141, 199 2,019,778
5 gmp';':!r ?nkm porsiing coaster Brakes = D o
8 ubs Incor ng coaster X
6 3-3 not incorporating cosster brakes . 47,042 272,844
2. Ol Mst g‘l:s 0 - 0
8. Click st 0 0
9, Munlplo!m\vhulwrockm 508, 952 1,359, 156
Subtotal - 6,298, 990
Pms which H, R 1225‘ adds to duty-free cats -
1. Coaster brakes. uty pon: 261, 352 741, m
Alloy butt.d mmo tubl (sets for 1 bicycle). 175 11 v 400
4 Fum lugs (for 1 bi ~2 775 4, 007
oncottorimcnn [ 75 “, 175
5 Alloy rims (pairs) 75 6,123
Subtotal 807, 422
Total 6,906, 412
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.. Senator Risicorr, Next is H.R. 5285.

~ Mr. Frederick Rarig, please?

STATEMENT OF FREDERICK RARIG, ESQ., ASSOCIATE GENERAL
COUNSEL FOR REGULATORY AFFAIRS, ROHM & HAAS C0., ACCOM-

PANIED BY WALTER LEE

Mr. Rarte. Thank you very much, Mr. Chairman. I am Frederick

Rarig, associate general counsel of Rohm & Haas Co. I have with
me Mr. Walter Lee, who is an expert in the production and distribution
of acrylic products. I do not believe you want to go deeply into the
technology of acrylics. We are prepared to go quite a ways, if indeed
you are.

We are dealing, gentlemen, with two decisions of the Congress. One
was taken in 1932 at the very infancy of the acrylic industry to
provide a duty, a specific duty, for acrylic sheets, which is essentially
a raw material. This was done under what became TSUS 771.45.
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. The other decision of the Congress fixes the duty on partially
fabricated plastic sheets under 774.60.
We are sure, gentlemen, that the Congress never intended that the
_provision of the classification for partially fabricated sheets should
render meaningless the determination emmbodied in setting the specific
duty for acrylic sheet under TSUS 771.45, but this, we submit, is
oxactly what has happened as a result of a decision in 1973 of the
Commissioner of Customs.

The Commissioner held that the drilling of useless holes in the
selvage edge of acrylic sheet was all the processing required to remove
this raw material from TSUS 771.45.

Senator Risicorr. Is not Rohm & Haas a drug company?

Mr. Rarig. We are a chemical specialty company. We have a minor
part of our business in the drug field. We are pioneers in the develop-
ment of the acrylic plastic tcc‘fmology in this country, Mr. Ribicoff.

H.R. 5285 will correct this situation, which renders the specific
classification of acrylic sheet meaningless, by simply adding the re-
quirement that the processing which is required to bring a raw mate-
rial out from under a specific classification into the basket
classification, 774.60, must be a useful act of processing. We suggest
that this must mean that it converts a raw material into an item of
comnl)erce different from—substantially different from—the raw ma-
terial,

Otherwise, the economic considerations and the national security
considerations, all of the deliberations that went into determining what
degree of protection should be provided to the acrylic industry be-
comes 2 useless exercise by the simple strategem of drilling useless
holes, which requires the investment of virtually no money at all, in
the edge of a raw material.

Our request for legislative relief in this situation, which deprives
us of any basis for dealing with our tariff status, has been attacked, as
you are probably aware, 'T)y the State Department, the Treasury De-
partment, the Commerce Department, and the ITC. I will not discuss
their criticisms in detail, but I would like to point out that none of
these departments has defended the ruling of the Commissioner of-
Customs. No one has suggested thav any interest—other than admin-
istrative convenience, an administrative agency’s convenience and, I
submit, expediency, is served by refusing to reestablish what we are
sure was the original intention of the Congress.

No one has suggested that the situation is defensible or that we

- have been treated fairly, and we submit that this condition leaves us
in an impossible position in trying to deal intelligently with the impact
of very substantial foreign competition.

The situation is such that acrylic sheet loses its entire identity by
reason that it can be shipped in under a basket clause, and it is impos-
sible for us to know what our international trade position is.

Senator Rinrcorr. Where do these sheets come from?

Mr. Raria. They are coming from various places all over the world;
most effectively, from a competitive point of view, they are coming
from Japan and Taiwan.

Senator Risrcorr. What percentage of the American market comes

from imports?
























































































































































































































