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CUSTOMS SIMPLIFICATION ACT

TUESDAY, APRIL 22, 1952

Unrrep STATES SENATE,
CommrtTEE oN FINaNCE,
Washington, D, C.
The committee met, pursuant to call, at 10 a. m., in room 312,
Senate Office Building, Senator Clyde R. Hoey presiding.
Present: Senators Hoey, Butler of Nebraska, and Williams.
Also present: Elizabeth B. Springer, chief clerk; and Serge N.
“Benson, professional staff member.
Senator Hoey. The committee will please come to order.
The hearings today are on the customs simplification bill, H. R.
5505. That bill will be inserted in the record at this point:
(The bill referred to, H. R. 5505, is as follows:)

[H. R. 5505, 82d Cong., 1st sess.]

AN ACT To amend certain administrative provisions of the Tariff Act of 1930 and related
laws, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress ussembled,

SHORT TITLE AND EFFECTIVE DATE

SEctioN 1. This Act may be cited as the “Customs Simplification Act of 19517
-and shall be effective, except as otherwise specially provided for, on and after
the thirtieth day following the date of its enactment.

TABLE OF CONTENTS

Sec. 1. Short title and effective date.
Sec. 2. Antidumping and countervailing Quties.
Sec. 3. Repeal of special marking requirements.
Sec. 4. Repeal of certain obsolete reciprocal provisions.
-8ec. 5. American goods returned.
Sec. 6. Free entry })rovisions for travelers.
Sec. 7. Free entry for noncommercial exhibitions.
Sec. 8. Temporary free entry for samples and othey articles under bond.
Sec. 9. Supplies and equipment for vessels and aircraft.

See. 10. Drawback on export of imports not ordered.
Seec. 11. Administrative exemptions.
Sec. 12. International traffic and rescue work.
“Sec. 13, Value.
Sec. 14. Signing and delivery of manifests.
Sec. 15. Certified invoices and informal entries.
Sec. 16. Verification of documents,
Sec. 17. Amendment of entries and duties on undervaluation.
“Sec. 18. Commingled merchandise. -«
Sec. 19. Correction of errors and mistakes.
“Sec. 20. Conversion of currency.
- See. 21, Customs supervision.
Sec. 22. Conversion of processing taxes to import taxes,
“Sec. 23. Saving clause.
.Sec. 24. Relation to G. A. T. T.

ANTIDUMPING AND COUNTERVAILING DUTIES

Sec. 2. (a) Section 201 (a) of the Antidumping Act, 1921 (U. S. C., 1946
edition, title 19, sec. 160 (a)), is amended by inserting “or retarded” after
“is prevented.”

1



2 CUSTOMS SIMPLIFICATION ACT

(b) Section 202 (a) of the Antidumping Act, 1921 (U. 8. C., 1946 edition,
title 19, sec. 161 (a)), is amended by changing the period at the end thereof’
to 2 comma and adding “less an amount equal to any countervailing duty im-
DOSe(ti on the merchandise by reason of a payment or bestowal of a bounty or
grant.”

(c) Section 308 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1303), is amended by inserting after the words “corporation shall” in the
first sentence the words “through multiple official rates of its exchange in terms
of United States dollars, or otherwise,” and by changing the period at the
end of the first sentence to a comma and adding “less an amount equal to any
special dumping duty imposed on the merchandise. Such countervailing duty
shall be imposed only if the Secretary of the Treasury shall determine, after
such investigation as he deems necessary, that an industry in the United States
is being or is likely to be injured, or is prevenied or retarded from being estab-
lished, by reason of the importation into the United States of articles or mer-
chandise of the class or kind in respect of which the bounty or grant is paid
or bestowed. The exemption of any exported article or merchandise from a
duty or tax imposed on like articles or merchandise when destined for con-
sumption in the country of origin or exportation, or the refunding of such a
duty or tax, shall not be deemed to constitute a payment or bestowal of a
bounty or grant within the meaning of this section.”

REPEAL OF SPECIAL MARKING REQUIREMENTS

Sec. 3. (a) Paragraphs 28, 354, 355, 357, 358, 359, 360, 361, and 1553 of the-
Tariff Act of 1930 (U. S. C.,, 1946 edition, title 19, sec. 1001, pars, 28, 354, 355,
357, 358, 359, 360, 361, and 1553) are amended as follows :

Paragraph 28 is amended by deleting from subparagrah (f) “the immediate
container and”,

Paragraph 354 is amended by deleting the second proviso.

Paragraphs 355, 357, 358, 359, 360, and 361 are amended by deleting the provisos.

Paragraph 1553 is amended by deleting both provisos.

(b) Section 2934 of the Revised Statutes (U. 8. C., 1946 edition, title 19,
sec. 134) is repealed.

REPEAL OF CERTAIN OBSOLETE RECIPROCAL PROVISIONS

Sec. 4. (a) Paragraph 812 of the Tariff Act of 1930 (U. 8. C., 1946 edition,
title 19, sec. 1001, par. 812) is amended by deleting the proviso relating to the
importation of spirits in certain containers.

(b) Section 320 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1320), relating to reciprocal agreements covering advertising matter, is:
repealed.

AMFRICAN GOODS RETURNED

SEc. 5. Paragraph 1615 (f) of the Tariff Act of 1930, as amended (U. 8. C., 1946
edition, title 19, sec. 1201, par. 1615 (£f)), is further amended by adding at the
end thereof the following new sentences: ‘“When because of the destruction of
customs records or for other cause it is impracticable to establish whether
drawback was allowed, or to determine the amount of drawback allowed, on
a reimported article except under subparagraph (e), there shall be assessed
thereon an amount of duty equal to the estimated drawback and internal-revenue
tax which would be allowable or refundable if the imported merchandise used
in the manufacture or production of the reimported article were dutiable or
taxable at the rate applicable to such merchandise on the date of importation,
but in no case more than the duty and tax that would apply if the article were
originally imported. In order to facilitate the ascertainment and collection of
the duty provided for in this subparagraph, the Secretary of the Treasury is
authorized to ascertain and specify the amounts of duty equal to drawback or
internal-revenue tax which shall be applied to articles or classes or kinds of
articles, and to exempt from the assessment of duty articles or classes or kinds
of articles excepted under subparagraph (e) with respect to which the collection
of such duty involves expense and inconvenience to the Government which is.
disproportionate to the probable amount of such duty.”
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FREE ENTRY PROVISIONS FOR TRAVELERS

SEc. 6. Paragraph 1798 of the Tariff Act of 1930, as amended (U. 8. C., 1946
«edition, title 19, sec. 1201, par. 1798), is further amended to read as follows:

“PAR. 1798. (a) Professional books, implements, and tools of trade, occupation,
or employment, when imported by or for the account of any person arriving in
.the United States by whom or for whose account they were taken abroad.

“(b) In the case of any person arriving in the United Ntates who is not a
returning resident thereof—

“(1) wearing apparel, articles of personal adornment, toilet articles, and
similar personal effects; all the foregoing, if actually owned by and in the
possession of such person abroad at the time of or prior to his departure
for the United States, and if appropriate for his own personal use and
intended only for such use and not for any other person nor for sale;

“(2) automobiles, trailers, aircraft, motorcycles, bicycles, baby carriages,
boats, horse-drawn conveyances, horses, and similar means of transportation,
and the usual equipment accompanying the foregoing; any of the foregoing
imported in connection with the arrival of such person and to be used in
the United States only for the transportation of such person, his family and
guests, and such incidental carriage of articles as may be appropriate to his
personal use of the conveyance; and

“(3) not exceeding $200 in value of articles accompanying such a person
who is in transit to a place outside United States customs territory and who
will take the articles with him to such place.

“(e) In the case of any person arriving in the United States who is a re-
iturning resident thereof—

“(1) all personal and household effects taken abroad by him or for his
account and brought back by him or for his account; and

“(2) articles (including not more than one wine gallon of alcoholic
beverages and not more than one hundred cigars) acquired abroad as an
incident of the journey from which he is returning, for his personal or house-
hold use, but not imported for the account of any other person nor intended
for sale, if declared in accordance with regulations of the Secretary of the
‘Treasury, up to but not exceeding in aggregate value—

“(A) $200, if such person arrives from a contiguous country which
maintains a free zone or free port (sec subparagraph (d)), or arrives
from any other country after having remained beyond the territorial
Hmits of the United States for a period of not less than forty-eight
hours, and in either case has not claimed an exemption under this sub-
division (A) within the thirty days immediately preceding his arrival;
and

“(B) $300 in addition, if such person has remained beyond the ter-
ritorial limits of the United States for a period of not less than twelve
days and has not claimed an esemption under this subdivision (B)
within the six months immediately preceding his arrival.

“(d) In the case of persons arriving from a contiguous country which main-
‘tains a free zone or free port, if the Secretary of the Treasury deems it necessary
in the public interest and to facilitate enforcement of the requirement that the
exemption shall apply only to articles acquired as an incident of the foreign
journey, he shall prescribe by special regulation or instruction, the application
of which may be restricted to one or more ports of entry, that the exemption au-
thorized by subdivision (2) (A) of subparagraph (c¢) shall be allowed only to
residents who have remained beyond the territorial limits of the United States
for not less than a specified period, not to exceed twenty-four hours, and after
the expiration of ninety days after the date of such regulation or instruction
allowance of the said exemption shall be subject to the limitation so prescribed.

“(e) All articles exempted by this paragraph from the payment of duty shall
be exempt also from the payment of any internal-revenue tax imposed on or by
reason of importation.

“(f) If any jewelry or similar articles of personal adornment having a value
of $300 or more which have been exempted from duty under subdivision (1) of
subparagraph (b) or any article which has been exempted from duty under
.subdivision (2) (B) of subparagraph (c) is sold within three years after the date
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of importation, or if any article which has been exempted from duty under s}lb-'
division (2) of subparagraph (b) is sold within one year after the d:?.te of im--
portation, without prior payment to the United States of the duty wh}ch would
have been payable at the time of entry if the article had been entered without the-
benefit of this paragraph, such article, or its value (to be recovered from the
importer), shall be subject to forfeiture. A sale pursuant to a judicial order or
in liquidation of the estate of a decedent shall not be subject to the provisions of
this subparagraph.

“(g) The Secretary of the Treasury shall prescribe methods and regulations
for carrying out the provisions of this paragraph. No exemption provided for
in this paragraph shall be applied to any article which is not declared in accord-
ance with such regulations.”

FREE ENTRY FOR NONCOMMERCIAL EXHIRITIONS

SEC. 7. (a) Paragraph 1809 of the Tariff Act of 1930 (U. 8. C., 1946 edition,-
title 19, sec. 1201, par. 1809) is amended by inserting *“within five years after the-
date of entry hereunder” after “used contrary to this provision” and by inserting
“within such five-year period” after “at any time.”

(b) The conditions of any bond in force on the effective date of this Ac
in respect of articles previously entered under the provisions of paragraph 1809
or the corresponding provisions of any Tariff Act prior to the Tariff Act of 1930
shall be deemed to have been satisfied upon the effective date of this Act or upon.
the expiration of five years from the date such articles were entered, whichever is
later, except with respect to any violation which has occurred or which shall
have occurred before such time.

TEMPORARY FREE ENTRY FOR SAMPLES AND OTHER ARTICLES UNDER BOND

Sec. 8. (a) (1) The part of section 308 of the Tariff Act of 1930, as amended
(U. 8. C., 1946 edition, title 19, sec. 1308), preceding the numbered items is amend--
ed to read as follows: “The following articles, when not imported for sale or for
sale on approval, may be admitted into the United States under such rules and.
regulations as the Secretary of the Tréasury may prescribe, without the pay-
ment of duty, under bond for their exportation within six months from the
date of importation, which period, in the discretion of the Secretary of the
Treasury, may be extended, upon application, for one or more further periods
which,, when added to the initial six months, shall not exceed a total of three-
years:”,

(2)" This amendment shall be effective with respect to articles imported be-
fore or after this section becomes effective but shall not be effective with re-
Spect to any article for which the six-month period, or a lawful extension
thereof, has expired before the effective date of this amendment.

(b) Section 308 (5) of the Tariff Act of 1930. as amended (U. 8. C., 1946-
edition, title 19, sec. 1308 (5)), is further amended to read as follows :

“(5) Automobiles, motorcycles, bicycles, airplanes, airships, balloons,.
boats, racing shells, and similar vehicle and craft, and horses, and the usual
equipment of the foregoing; all the foregoing which are brought tempo-
rarily into the United States by nonresidents for the purpose of taking part.
in races or other specific contests;”.

SUPPLIES AND EQUIPMENT FOR VESSELS AND AIRCRAFT

Sec. 9. (a) Sections 309 (a) and 309 (b) of the Tariff Act of 1930, as amendegd’
(U. 8. C, 1946 edition, title 19, sec. 1309 (a), (b)), relating to articleg for
certain vessels and aireraft are further amended to read as follows:

“(a) EXeMPTION FroM DUTIES AND TAXES.—Articles of foreign or domestic-
origin may be withdrawn, under such regulations as the Secretary of the Treas-
ury may prescribe, from any customs bonded warehouse or from continuous
customs custody elsewhere than in a bonded warehouse, free of duty and
internal-revenue tax, or from any internal-revenue bonded warehouse, from any
brewery or from any winery premises or bonded premises for the storage of
wine, free of internal-revenue tax—

*“(1) for supplies (mot including equipment) of (A) vessels of war or
public aircraft of the United States, (B) vessels of the United States em-
ployed in the fisheries or in the whalmg_busmess, or actually engaged in
foreign®trade or trade between the Atlantic and Pacifie ports of the Urited
States or between the United States and any of its possessions, or (QC)
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aircraft registered in the United States and actually engaged in foreign
trade or trade between the United States and any of its possessions; or

“(2) for supplies (including equipment) or repair of (A) vessels of war
of any foreign nation, or (B) foreign vessels employed in the fisheries or in
the whaling business, or actually engaged in foreign trade or trade be-
tween the United States and any of its possessions, where such trade by
foreign vessels is permitted ; or

“(3) for supplies (including equipment), ground equipment, maintenance,
or repair of aircraft registered in any foreign country and actually engaged
in foreign trade or trade between the United States and any of its pos-
sessions, where trade by foreign aireraft is permitted. With respect to
articles for ground equipment, the exemption hereunder shall apply only
to duties and to taxes imposed upon or by reason of importation.

“(b) DrawBACK.—Articles withdrawn from bonded warehouses, bonded manu-
facturing warehouses, or continuous customs custody elsewhere than in a bonded
warehouse and articles of domestic manufacture or production, laden as sup-
plies upon any such vessel or aircraft of the United States or laden as supplies
(including equipment) upon, or used in the maintenance or repair of, any such
foreign vessel or aircraft, shall be considered to be exported within the meaning
of the drawback provisions of this chapter.”

(b) Section 317 (b) of the Tariff Act of 1930, as amended (U. 8. C., 1946 edition,
title 19, sec. 1317), is amended to read as follows:

“(b) The shipment or delivery of any merchandise for use as supplies (includ-
ing equipment) upon, or in the maintenance or repair of any vessel or aircraft
described in subsection (a) (2) (A) and (B), or (a) (3) (A), of section 309
of this Act, or for use as ground equipment for any aircraft described in subseec-
tion (a) (3) (A) of section 309 shall be deemed an exportation within the
meaning of the customs and internal-revenue laws applicable to the exportation
of such merchandise without the payment of duty or internal-revenue tax.
With respect to merchandise for use as ground equipment, such shipment or
delivery shall not be deemed an exportation within the meaning of the internal-
revenue laws relating to taxes other than those imposed upon or by reason of
importation.”

DRAWBACK ON EXPORT OF IMPORTS NOT ORDERED

Sec. 10. (a) Scction 313 (c) of the Tariff Act of 1930, as amended (U. S. C,,
1946 edition, title 19, sec. 1313 (¢) ), is further amended by inserting “or shipped
without the consent of the consignee” after “sample or specifications” and by
substituting “ninety days” for “thirty days.”

(b) Section 313 (i) (2) of the Tariff Act of 1930, as amended (U. S. C,,
1946 edition, title 19, sec. 1313 (i) (2)), is further amended by inserting *, or
shipment without the consignee’s consent,” after “sample or specifications.”

ADMINISTRATIVE EXEMPTIONS

Sec. 11. Section 321 of the Tariff Act of 1930, as amended (U. S. C., 1946
edition, title 19, sec. 1321), is amended to read as follows:

“SEC. 321. ADMINISTRATIVE EXEMPTIONS.

“(a) Subject to such exceptions and under such regulations as the Secretary
of the Treasury shall prescribe, collectors shall disregard any difference of less
than $5 betw-zen the total estimated duties or taxes deposited, or the total
duties or taxes tentatively assessed, with respect to any entry of merchandise
and the total amount of duties or taxes actually aceruing thereon.

“(b) Subject to such exceptions and under such regulations as the Secretary
of the Treasury shall prescribe, articles (not including alcoholic beverages, manu-
factured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty
and of any tax imposed on or by reason of importation in the following cases:

“(1) When the articles are on the person or in the accompanying baggage
of an individual arriving in the United States who is not entitled to any
. exemption from duty or tax under paragraph 1798 (c) (2) of this Act and
the aggregate value of such articles is not over $10, if the articles are in-
tended for the personal or household use of such individual and not for sale,
or $5 in any other case. This exemption shall not be allowed to any person
more than once in one day.
“(2) When the articles are imported otherwise than on the person or in
the accompanying baggage of an individual arriving in the United States and



6 CUSTOMS SIMPLIFICATION ACT

the aggregate value of all articles in the shipment is not over $10, if the
articles are intended for the personal or household use of the consignee and
not for sale, or $5 in any other case. 'The privilege of this subdivision shall
not be granted to any C. O. D. shipment or iu any case in which merchandise
covered by a single order or contract is forwarded in separate lots to secure
the benefit of this subdivision. )

“(c) The purpose of this section is to avoid expense and inconvenience to the
Government disproportionate to the amount of revenue that would otherwise be
collected, Therefore, the Secretary of the Treasury is authorized by regulations
to diminish any dollar amount specified heretofore in this section and to pre-
scribe exceptions to any exemption provided for in this section whenever he finds
that such diminutions or exceptions are consistent with the purpose above
stated, or are for any reason necessary to protect the revenue or to prevent
unlawful importations.”

INTERNATIONAL TRAFFIC AND RESCUE WORK

SEc. 12. The Tariff Act of 1930, as amended, is further amended by adding
immediately following section 321 (U. 8. C., 1946 edition, title 19, sec. 1321) a
new section reading as follows:

“SEC. 322. INTERNATIONAL TRAFFIC AND RESCUE WORK.

“(a) Vehicles and other instruments of international traffic, of any class
specified by the Secretary of the Treasury, shall be granted the customary excep-
tions from the application of the customs laws to such extent and subject to such
terms and conditions as may be prescribed in regulations or instructions of the
Secretary of the Treasury.

“(b) The Secretary of the Treasury may provide by regulations or special
instructions for the admission, without entry and without the payment of any
duty or tax imposed upon or by reason of importation, of-—

‘(1) aircraft, equipment, supplies, and spare parts for use in searches,
rescues, investigations, repairs, and salvage in connection with accidental
damage to aircraft;

“(2) fire-fighting and rescue and relief equipment and supplies for emer-
gent temporary use in connection with conflagrations; and

“(3) rescue and relief equipment and supplies for emergent temporary
use in connection with floods and other disasters.

Any articles admitted under the authority of this subsection and used otherwise
than for a purpose herein expressed, or not exported in such time and panner
as may be prescribed in the regulations or instructions herein authorized, shall be
forfeited to the United States.”

VALUE

Sec. 13. (a) Section 402 of the Tariff Act of 1930, as amended (U. 8. C,, 1946
edition, title 19, sec. 1402), is further amended to read as follows:

“SEC. 402. VALUE.

“(a) Basis.—Except as otherwise specifically provided for, the value of im-
ported merchandise for the purposes of this Act shall be—

“(1) the export value;

“(2) if the export value cannot be ascertained satisfactorily, then the
United States value;

“(3) if neither the export value nor the United States value can be ascer-
tained satisfactorily, then the comparative value;

“(4) if neither the export value, the United States value, nor the com-
parative value can be ascertained satisfactorily, then the constructed value;
or

“(5) in the case of an article with respect to which there is in effect under
section 336 a rate of duty based upon the American selling price of a domestic

article, then the American selling price of such domestic article.

“(b) Exporr VALUE—The export value of imported merchandise shall be the
market value or the price, at the time of exportation to the United States of the
merchandise undergoing appraisement at which such or similar merchandise is
freely sold or offered for sale in the principal markets of the country of exporta-
tion, in the usual wholesale quantities and in the ordinary course of trade, for
exportation to the United States, plus, when not included in such price, the cost
of all containers and coverings of whatever nature and all other charges and
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expenses incidental to placing the merchandise in condition, packed ready for
shipment to the United States.

“(¢) UnN1TED STATES VALUE—The United States value of imported merchandise:
shall be the price, at the time of exportation to the United States of the merchan-
dise undergoing appraisement, at which such or similar merchandise is freely
sold or offered for sale in the principal market of the United States for domestic
consumption, packed ready for delivery, in the usual wholesale quantities and in
the ordinary course of trade, with allowances made for—

“(1) any commission paid or agreed to be paid on merchandise secured
otherwise than by purchase ; or, on merchandise secured by purchase or agree-
ment to purchase, the addition for profit and general expenses usually made
by sellers in such market on imported merchandise of the same class or kind.:
as the merchandise undergoing appraisement;

“(2) the usual costs of transportation and insurance and other usual ex-
penses from the place of shipment to the place of delivery, not including any
expense provided for in (1) ; and

“(8) the ordinary customs duties and Federal taxes estimated to be pay-
able on such or similar merchandise by reason of its importation or for which
vendors at wholesale in the United States are ordinarily liable.

“If such or similar merchandise was not so sold or offered at the time of ex-
portation of the merchandise undergoing appraisement, the United States value
shall be ascertained or estimated, subject to the foregoing specifications of this
subsection, from the price at which such or similar merchandise is freely sold or
offered for sale at the earliest date after such time of exportation but before the
expiration of ninety days after the importation of the- merchandise undergoing
appraisement.

“(d) CoMPARATIVE VALUE—The comparative value of imported merchandise
shall be the equivalent of the export value as nearly as such equivalent may be
ascertained or estimated on the basis of the export or United States value of other
merchandise from the same country which is comparable in construction and
use with the merchandise undergoing appraisement, with appropriate adjust-
ments for differences in size, material, construction, texture, or other differences.

“(e) CoNsSTRUCTED VALUE.—The constructed value of imported merchandise
shall be the sum of—

“(1) the cost of materials and of fabrication or other processing of any
kind employed in producing such or similar merchandise, at a time preceding
the date of exportation of the merchandise undergoing appraisement which
would ordinarily permit the production of that particular merchandise in
the ordinary course of business;

“(2) an addition for general expenses and profit equal to that which-
producers in the country of production whose products are exported to the
United States usually add in sales, in the usual wholesale quantities and
in the ordinary course of trade, of merchandise of the same general class
or kind as the merchandise undergoing appraisement ; and

“(3) the cost of all containers and coverings of whatever nagure, and all
other charges and expenses incidental to placing the merchandise under-
going appraisement in condition, packed ready for shipment to the United

tates.

“(f) AMERICAN SELLING PRICE—The American selling price of any article
manufactured or produced in the United States shall he the price, including
the cost of all containers and coverings of whatever nature and all other
charges and expenses incident to placing the merchandise in condition packed
ready for delivery, at which such article is freely sold or offered for sale for
domestic consumption in the principal market of the United States, in the ordi-
nary course of trade and in the usual wholesale quantities, or the price that
the manufacturer, producer. or owner would have received or was willing to
receive for such merchandise when sold, for domestic consumption in the ordi-
nary course of trade and in the usual wholesale quantities, at the time of exporta-
tion of the imported article.

“(g) Taxes.—The value of imported merchandise ascertained or estimated in
accordance with this section shall not include the amount of any internal tax,
applicable within the country of origin or exportation, from which the mer-
chandise undergoing appraisement has been exempted or has been or will be
relieved by means of refund.

“(h) DEFINITIONS.—As used in this section, the following terms shall have
the meanings respectively indicated:
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“(1) ‘Freely sold or offered for sale’—sold or offered to all purchasers
at wholesale without restrictions as to the disposition or use of the mer-
chandise by the purchaser, except restrictions as to such disposition or use
which (A) are imposed or required by law, or (B) limit the price at which
or the territory in which the merchandise may be resold, or (C) do not
substantially affect the value of the merchandise to usual purchasers at
wholesale.

“(2) ‘Ordinary course of trade’—the conditions and practices which, for
a reasonable time prior to the exportation of the merchandise undergoing
appraisement, have been normal in the trade under consideration with respect
to merchandise of the same class or kind as the merchandise undergoing
appraisement.

“(8) ‘Purchasers at wholesale’—purchasers who buy in the usuul whole-
sale quantities for industrial use or for resale otherwise than at retail; or,
if there are no such purchasers, then all other purchasers for résale who
buy in the usual wholesale quantities; or, if there are no purchasers in either
of the foregoing categories, then all other purchasers who buy in the usual
wholesale quantities.

“(4) ‘Such or similar merchandise’—the merchandise undergoing ap-
praisement shall be considered ‘such’ merchandise, and other merchandise
shall be considered ‘such’ merchandise if-—

“(A) itisidentical in physical characteristics and was produced in the
same country by the same person, or

“(B) when no value meeting the requirements of the definition of
value under consideration can be ascertained or estimated under (A), the
merchandise is identical in physical characteristics and was produced
by another person in the same country.

Merchandise shall be considered ‘similar’ to the merchandise undergoing
appraisement if it is not within the foregoing definition of ‘such’ merchan-
dise but—

“(C) it was produced in the same country as the merchandise under-
going appraisement, by the same person, of like materials, is used for
the same purpose, and is of approximately equal commercial value, or

“(D) when no value meeting the requirements of the definition of
value under consideration can be ascertained or estimated under (C),
the merchandise is correspondingly similar and was produced by another
person in the same country.

“(5) ‘Usual wholesale quantities’—the guantities usually sold in the class
of transactions in which the greater aggregate guantity of the ‘such or
similar merchandise,” in respect of which value is being ascertained or esti-
mated, is sold in the market under consideration.”

(b) Paragraph 27 (c) of the Tariff Act of 1930 (U. S. C,, 1946 edition, title 19,
sec. 1001, par. 27 (¢)), is amended by changing “subdivision (g)” to “subdivision
(f£)” and by changing “subdivision (e)” to “s~bdivision (c).”

(c¢) Paragraph 28 (c¢) of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec, 1001, par. 28 (c¢)), is amended by changing ‘“‘subdivision (g)" to “subdivision
(£)” and by changing “subdivision (e)” to “subdivision (¢).”

(d) Section 336 (b) of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1336 (b)), is amended by changing “section 402 (g)” to “section 402 (£).”

SIGNING AND DELIVERY OF MANIFESTS

Sgo. 14. Section 431 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1431) is amended by designating the matter now therein as subsection (a)
and by adding a new subsection to read as follows:

“(b) Whenever a manifest of articles or persons on board an aircraft is
required for customs purposes to be signed, or produced or delivered to a customs
officer, the manifest may be signed, produced, or delivered by the pilot or person
in charge of the aircraft, or by any other authqrized agent of the owner or
operator of the aircraft, subject to such regulations as the Secretary of the
Treasury may prescribe. If any 1rregularlty of omission or commission occurs
{n any way in respect of any such manifest, the owner or operator of the aircraft
ghall be liable for any fine or penaity prescribed by law in respect of such ir-
regularity.”
CERTIFIED INVOICES AND INFORMAL ENTRIES

Sec. 15. (a) Section 482 () of the Tarii}f Apt of 193Q (U. 8. C., 1946 edition,
title 19, sec. 1482 (a)) is amended by substituting “required pursuant to section
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-484 (b) of this Act to be certified” for “covering merchandise exceeding $100 in
-value” in the first clause.

(b) Section 498 (a) (1) of the Tariff Act of 1930 (U. S. C., 1946 edition, title
19, sec. 1498 (a) (1)) is amended to read as follows:

“(1) Merchandise, imported in the mails or otherwise, when the aggregate
value of the shipment does not exceed such amount, not greater than $250,
as the Secretary of the Treasury shall specify in the regulations, and the
specified amount may vary for different classes or kinds of merchandise or
different classes of transactions;”.

(¢) Section 478 (a) of the Tariff Act of 1930 (U. 8. C,, 1946 edition, title 19,
-sec. 1498 (a)) is further amended by deleting the word “and” at the end of sub-
.division (10) ; by deleting the period at the end of subdivision (11) and substi-

tuting therefor “; and” ; and by adding after subdivision (11) a new subdivision
to read as follows :

*(12) Merchandise within the provisions of paragraph 1631 of this Act.”

VERIFICATION OF DOCUMENTS

SEc. 16. Section 486 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19,
-sec. 1486) is amended by changing the caption to read ‘“ADMINISTRATION OF
OATHS—VERIFICATION OF DoCUMENTS” and by adding at the end thereof the
following new subsection :

“(d) The Secretary of the Treasury may by regulation prescribe that any
.document required by any law administered by the Customs Service to be under
oath may be verified by a written declaration in such form as he shall prescribe,
such declaration to be in lieu of the oath otherwise required.”

AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION

SEc. 17. (a) Section 487 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title
19, sec. 1487) is amended by deleting thereform “, or at any time before the
invoice or the merchandise has come under the observation of the appraiser
for the purpose of appraisement,”.

(b) Section 489 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, seec.
'1489) is amended to read as follows:

“SEC. 489. UNDERVALUATION—UNAUTHENTIC CLAIM OF ANTIQUITY.

“(a) If the final appraised value of any article of imported merchandise sub-
ject to an ad valorem rate of duty or to a duty based upon or regulated in any
manner by the value thereof shall exceed the entered value, and if the consignee
shall have failed to furnish the appraiser, before that officer has signed his report
of value to the collector, all information required by customs officers which is
relevant to the value of the merchandise and available to him at the time of
entry or within a reasonable time thereafter, and all such information that is
so available to the person, if any, in whose behalf the entry was made, there
shall be levied, collected, and paid, in addition to any other duties imposed
‘by law on such merchandise, a special duty of 1 per centum of the total final
appraised value thereof for each 1 per centum that such final apprais:d value
exceeds the value declared in the entry. Such special duty shall apply only to
the particular article or articles in each invoice that are so advanced in value
-upon final appraisement, and shall not be imposed upon any article upon which
the amount of duty imposed by law on account of the final appraised value does
-not excecd the amount of duty that would have been imposed if the final appraised
value had not exceeded the entered value.

“(b) The liquidation in which such special duty is assessed shall be subject
to the protest and review procedure provided for in sections 514 and 515 of this
Act, but such special duty shall not be remitted nor the payment thereof in any
way avoided except upon an administrative decision under section 515 that the
special duties were erroneously assessed or upon a finding by the United States
Customs Court, after due assignment and determination pursuant, to section 515,

-and under such rules as the Court may prescribe, that the entry of the merchan-

dise at a less value than its final appraised value was without any culpable
negligence or intention to conceal or misrepresent the facts of the case or to
deceive the appraiser as to the value of the merchandise.

“(e) The special duty imposed by subsection (a) shall not be construed to_ bhe
-penal. It shall not be refunded by reason of exportaticn of the merchand}SE,
-nor shall it be subjeet to the benefit of drawback. All special or additional duties,
| penalties, or forfeitures applicable to merchandise entered in connection with a
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certified invoice shall be applicable alike to merchandise entered in connection:
with a seller’s or shipper’s invoice or a statement in the form of an invoice.

“(d) Furniture described in paragraph 1811 of section 201 of this Act shall
enter the United States at ports which shall be designated by the Secretary:
of the Treasury for this purpose. If any article described in said paragraph 1811
and imported for sale is rejected as unauthentic in respect to the anthmgy
claimed as a basis for free entry, there shall be imposed, collected, and paid
on such article, unless exported under customs supervision, a duty of 25 per
centum of the value of such article in addition to any other duty imposed by
law upon such article.”

(¢) Bection 501 of the Tariff Act of 1930, as amended (U. S. C., 1946 edition,
Supp. 11, title 19, sec. 1561), is further amended by changing the period at the-
end of the first sentence to a comma and by inserting thereafter “or (3) in any
case, if the consignee, his agent, or his attorney requests such notice in writing
hefore appraisement, setting forth a substantial reason or reasons for requesting
the notice.”, and by deleting the third sentence of the section.

(d) Section 503 of the Tariff Act of 1930 (U. S. C., 1946 edition, title 19, sec.
1503) is amended by deleting “the entered value or” and “, whichever is higher”
from subsection (a), by deleting subsection (b), and by redesignating subsection
(c) as subsection (b).

(e) The Act of July 12, 1932 (ch. 473, 47 Stat. 657; U. S. C., 1946 edition, title
19, sec. 1503a), is repealed.

(f) Section 562 of the Tariff Act of 1930, as amended (U. 8. C., 1946 edition,
title 19, sec. 1562), is further amended by changing the third sentence to read as
follows: *“The basis for the assessment of duties on such merchandise so with-
drawn for consumption shall be the adjusted final appraised value, and if the
rate of duty is based upon or regulated in any manner by the value of the mer-
chandise, such rate shall be based upon or regulated by such adjusted final
appraised value.”

COMMINGLED MERCHANDISE

Sec. 18. Section 508 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1508) is amended to read as follows:

“SEC. 508. COMMINGLING OF GOODS.

“(a) Whenever dutiable merchandise and merchandise which is free of duty
or merchandise subject to different rates of duty are so packed together or
mingled that the quantity or value of each class of such merchandise cannot
be readily ascertained by the customs officers (without physical segregation
of the shipment or the contents of any entire package thereof), by one or more
of the following means: (1) Examination of a representative sample, (2)
occasional verification of packing lists or other documents filed at the time of
entry, or (3) evidence showing performance of commercial settlement tests gen-
erally accepted in the trade and filed in such time and manner as may be pre-
scribed by regulations of the Secretary of the Treasury, and if the consignee
or his agent shall not segregate the merchandise pursuant to subsection ( b),
then the whole of such merchandise shall be subject to the highest rate of duty
applicable to any part thereof.

“(b) Every segregation of merchandise made pursuant to this section shall
be accomplished by the consignee or his agent at the risk and expense of the
consignee within twenty days after the date of personal delivery or mailing by
the collector of written notice to the consignee that the merchandise is commin-
gled. Every such segregation shall be accomplished under customs supervision,
and the compensation and expenses of the supervising customs officers shall be
reimbursed to the Government by the consignee under such regulations as the:
Secretary of the Treasury may prescribe.

“(e) The foregoing provisions of this section shall not apply with respect to-
any part of a shipment if the consignee or his agent shall furnish to the col-
lector, in such time and manner as may be prescribed by regulations of the Sec-
retary of the Treasury, satisfactory proof (1) that such part (A) is commer-
cially negligible, (B) is not capable of segregation without excessive cost, and
(C) will not be segregated prior to its use in a manufacturing process or other-
wise, and (2) that the commingling was not intended to avoid the payment of
lawful duties or any part thereof. Any merchandise with respect to which such
proof is fyrnished shall be considered for all customs purposes as a part of the
merchandise, stbject to the next lower rate of duty (including a free rate), with
which it is commingled.”
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CORRECTION OF ERRORS AND MISTAKES

Sec. 19. Section 520 (c¢) (1) of the Tariff Act of 1930, as amended (U. 8. C,,
1946 edition, title 19, sec. 1520 (e¢) (1)), is further amended to read as follows:
' “(1) A clerical error, mistake of fact, or other inadvertence not amount-
ing to an error in the construction of a law, adverse to the importer and
manifest from the record or established by documentary evidence, in any
entry, liquidation, appraisement, or other customs transaction, when the
error, mistake, or inadvertence is brought to the attention of the customs
service within one year after the date of entry, appraisement, or transaction,
or within sixty days after liquidation or exaction when the liquidation or
exaction is made more than ten months after the date of the entry, appraise-
ment, or transaction; or”

CONVERSION OF CURRENCY

SEC. 20. (a) Section 25 of the Act of August 27, 1894, as amended and reen-
acted (U. 8. C., 1946 edition, title 31, sec. 372 (a)), is repealed, and section 522
of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 31, sec. 372) is amended
to read as follows:

“SEC. 522. CONVERSION OF CURRENCY.

“(a) The Secretary of the Treasury shall keep current a published list of the
par values, expressed in United States dollars, of the several foreign currencies
maintained pursuant to the Articles of Agreement of the International Mone-
tary Fund, or pursuant to any other international agreement to which the
United States is a party. For the purposes of all provisions of the customs laws,
whenever it is necessary to convert into an amount expressed in currency of the
United States any amount expressed in a foreign currency for which such a par
value was maintained for the date as of which the value or cost requiring con-
version is to be determined, such conversion, except as specified in subsection
(d), shall be made at such par value.

“(b) If no such par value was so maintained for such date, the conversion
shall be made at the buying rate for the foreign currency in the New York
market at noon on the date as of which the value or cost requiring conversion
is to be determined, or, if banks are generally closed on such date in New York
City, then the buying rate at noon on the last preceding business day. For the
purposes of this subsection, such buying rate shall be the buying rate for cable
transfers payable in the foreign currency in which the amount to be converted
is expressed, and shall be determined by the Federal Reserve Bank of New York
and certified to the Secretary of the Treasury, who shall make it public at such
times and to such extent as he shall deem necessary. In ascertaining such
buying rate, such Federal Reserve bank may in its discretion (1) take into
consideration the last ascertainable transactions and quotations, whether direct
or through exchange of other currencies, and (2) if there is no market buying
rate for such cable transfers, calculate such rate from actual transactions and
quotations in demand or time bills of exchange or from the last ascertainable
transactions and quotations outside the United States in or for exchange pay-
able in United States currency or other currency.

“(c) If, pursuant to subsection (b), the Federal Reserve Bank of New York
certifies more than one rate of exchange for a particular foreign currency for
any date the conversion for customs purposes of amounts expressed in that
currency for that date shall be made by applying the applicable rate or rates
so certified which reflect effectively the value of that foreign currency in
commercial transactions.

“(d) When, apart from normal variation between buying and selling rates,
there are one or more rates of exchange in addition to the par value for any
foreign currency listed pursuant to subsection (a), the list shall so indicate.
When rules governing the conversion of such foreign currencies have been
formulated pursuant to an international agreement to which the United States
is a party, the Secretary of the Treasury shall issue regulations in conformity
with such rules, and the conversion for customs purposes of amounts expressed
in such currencies into amounts expressed in currency of the United States shall
thereafter be in accordance with such regulations so long as they are in effect.
1f no regulations are in effect and applicable to the conversion of such a cur-
yency, one or more rates of exchange in addition to the par value may be certified

98600—52——2
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in the manner set forth in subsection (b) and the par value and any certified
rates shall be applied in the manner prescribed in subsection (c¢).”

(b) Section 481 (a) of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
Sec. 1481 (a)) is amended by deleting subparagraph (7) and by renumbering
subparagraphs (8), (9), and (10) as (7), (8), and (9).

CUSTOMS SUPERVISION

Sec. 21. The Tariff Act of 1930, as amended, is further amended by adding
following section 645 (U. 8. C., 1946 edition, title 19, sec. 1645 a new section 646
reading as follows:

“SEC. 646. CUSTOMS SUPERVISION.

“Wherever in this Act any action or thing is required to be done or maintained
under the sypervision of customs officers, such supervision may be direct and
continuous or by occasional verifiation as may be required by regulations of the
Secretary of the Treasury, or, in the absence of such regulations for a particular
«ase, as the principal customs officer concerned shall direct.”

CONVERSION OF PROCESSING TAXES TO IMPORT TAXES

SEc. 22. (a) As soon as each proper rate can be determined by the United
‘States Tariff Commission, that Commission shall certify to the President the
respective rate or rates of import tax for copra, palm nuts, and palm-nut kernels
‘which the Commission estimates to be reasonably equivalent in respect of each
commodity to the relevant tax imposed on the date of the enactment of this Act
under section 2470 of the Internal Revenue Code (U. 8. C., 1946 edition, title 26,
sec. 2470) on the first domestic processing of coconut oil and palm-kernel oil,
respectively. The certified rates shall be proclaimed by the President, and on
and after the thirtieth day after the date all the certified rates have been so
‘proclaimed the amendments of law specified hereafter in this section shall be
effective, with the proclaimed rates inserted in the redesignated and amended
section 2491 (e) of the Internal Revenue Code in the respective blank spaces
following the descriptions of the products for which the rate shall have been
proclaimed.

(b) Section 2470 (b) of the Internal Revenue Code (U. 8. C., 1946 edition,
title 26, sec. 2470 (b)) is amended by changing the period at the end thereof
to a comma and adding “or (3) with respect to any commodity, or product of a
commodity, upon which an import tax has been paid under chapter 22.”

(e) (1) Section 2491 (c), (d), (e), (f) of the Internal Revenue Code (U. 8. C.,
1946 edition, title 26, sec. 2491 (c¢) (d), (e), (f)) are amended to read as fol-
lows:

“(¢) (1) Coconut oil, palmr oil, and palm-kernel oil, fatty acids derived from
any of the foregoing oils, and salts of any of the foregoing (whether or not such
oils, fatty acids, or salts have been refined, sulphonated, sulphated, hydrogenated,
or otherwise processed), 3 cents per pound.

“(2) There shall be imposed (in addition to the tax prescribed in paragraph
(1)) on coconut oil a tax of 2 cents per pound, except that the additional tax
4imposed by this paragra] h shall not apply when it is established, in accordance
with regulations prescribed by the Sccretary of the Treasury, that the imported
product (A) is wholly the production of the Philippin~ R public or of any pos-
session of the United States, or (B) was produced wholly from materials the
growth or production of the Philippine Republic or of any possession of the
United States. The additional tax imposed by this paragraph shall not apply
after July 3, 1974.

“(3) Whenever the President, after consultation with the President of the
Philippine Republic, finds that adequate supplies of neither copra nor coconut
0il, the product of the Philippine Republic, are readily available for processing
in the United States, he shall so proclaim, and after the date of such proclamation
the provisions of paragraph (2) of this subsection and of pargraph (2) of
subsection (e) shall be suspended until the expiration of thirty days after he
proclaims that, after consultation with the President of the Philippine Republic,
he has found that such adequate supplies are so readily available.

“(d) Any commodity, not provided for heretofore in this section, 10 per centum
or more of the quantity by weight of which consists of, or is derived directly or
indirectly from, one or more of the products specified above in this section, a
tax at the rate or rates per pound equal to that proportion of the rate or rates
prescribed in this section in respect of such product or products which the
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~quantity by weight of the imported commodity, consisting of or derived from
:such product or products, bears to the total weight of the imported commodity ;
but there shall not be taxable under this subsection any commodity (other than
.an oil, fat, or grease, and other than products resulting from processing seeds
without full commercial extraction of the oil content), by reason of the presence
-therein of an oil, fat, or grease which is a natural component of such com-
modity and has never had a separate existence as an oil, fat, or grease;

“(e) (1) Hempseed, 1.24 cents per pound ; perilla seed, 1.38 cents per pound;
kapok seed, 2 cents per pound; rapeseed, 2 cents per pound; sesame seed, 1.18
.cents per pound ; and copra, per pound; palm nuts, per pound ; and palm-
nut kernels, per pound;

“(2) There shall be imposed (in addition to the tax prescribed in paragraph
(1)) on copra a tax of per pound, except that the additional tax imposed by
-this paragraph shall not apply when it is established, in accordance with regula-
tibns prescribed by the Secretary of the Treasury, that the imported product
(A) is wholly the production of the Philippine Republic or of any possession of
the United States, or (B) was produced wholly from materials the growth or
production of the Philippine Republic or of any possession of the United States.
‘The additional tax imposed by this paragraph shall not apply after July 3, 1974.

“(f) The tax imposed under subsection (b) shall not apply to rapeseed oil
imported to be used in the manufacture of rubber substitutes or lubricating oil,
and the tax imposed under subsection (c) (1) shall not apply to palm oil im-
ported to be used in the manufacture of iron or steel products, tin plate, or
‘terneplate. The Secretary of the Treasury shall prescribe methods and regula-
tions to carry out this subsection.”

(2) Section 2491 of the Internal Revenue Code (U. 8. C., 1946 edition,
“title 26, sec. 2491) is further amended by adding a new subsection (h) reading
as follows:

“(h) No drawback in respect of any tax imposed by this section shall be allowed
under any provision of law on the exportation of any byproduct resulting from
-the production of coconut oil or palm-kernel oil in the United States.”

(d) Section 2493 of the Internal Revenue Code (U. S. C., 1946 edition, title
26, sec. 2493) is amended by changing the period at the end thereof to a semiconlon
and adding new paragraphs to read as follows:

““(4) fer the purposes of the Philippine Trade Act of 1946 (U. 8. C., 1946
edition, title 22, sec, 1251-1360), the term ‘ordinary customs duty’ shall not
include any tax prescribed in section 2491 (e) or (d), or in section 2491 (e)
with respect to copra, palm nuts, or palm-nut kernels, and the term ‘internal
tax’ shall include such taxes;

“(5) the taxes imposed on oils and derivative products under section 2491
(c) and on copra, palm nuts, and palm-nut kernels under section 2491 (e)
shall nct be subject to modification under section 357 of the Tariff Act of
1930, as amended (U. 8. C., 1916 edition, title 19, sec. 1351).”

(e) Section 2492 of the Internal Revenue Code (U. S. C., 1946 edition, title
*26, sec. 2492) is amended by deleting the date “August 21, 1936,” and by inserting
in place thereof the words ‘‘the date of the proclamation provided for in section
22 (a) of the Customs Simplification Act of 1951,”.

SAVING CLAUSE

SEc. 23. Except as may be otherwise provided for in this Act, the repeal of exist-
ing law or modifications thereof embraced in this Act shall not affect any act
-done, or any right accruing or accrued, or any suit or proceeding had or com-
menced in any civil or criminal ease prior to such repeal or modification, but all
liabilities under such laws shall continue, except as otherwise specifically pro-
vided in this Act, and may be enforced in the same manner as if such repeal
or modification had not been made.

RELATING TO GENERAL AGREEMENT ON TARIFFS AND TRADE

Sec. 24. The enactment of this Act shall not he construed to determine or in-
-dicate the approval or disapproval by the Congress of the Executive Agreement
“known as the General Agreement on Tariffs and Trade.

Passed the House of Representatives October 15, 1951.

Attest:

RaALPH R. RORERTS, Clerk.
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Senator Hory. The chairman of the committee is necessarily absent
on business in Georgia, and has requested that I preside in his absence.

Our first witness this morning is Mr. John S. Graham, Assistant
Secretary of the Treasury.

Mr. Graham, we will be very glad to have you make any statement
you like in connection with this matter.

STATEMENT OF JOHN S. GRAHAM, ASSISTANT SECRETARY, DE-
PARTMENT OF THE TREASURY, ACCOMPANIED BY PHILIP
NICHOLS, JR., GENERAL COUNSEL, RENEGOTIATION BOARD;
W. R. JOHNSON, ASSISTANT TO THE COMMISSIONER OF CUSTOMS;
AND CHARLES McNEILL, ASSISTANT GENERAL COUNSEL '

Mr. Granam. Thank you, Mr. Chairman. I have prepared, sir, a
statement which covers the more important phases of the bill, which,
with your permission, we would like to insert in the record.

Senator Hoey. That will be fine. It will be inserted in the record.

Mr. Graram. In the economy of time, Mr. Chairman, I invite your
attention to a couple of the items in here which I think would give us
a foundation from which any questions might be asked, either by you
or the other members of the committee.

Senator Hoey. That will be entirely agreeable to the committee
for you to proceed that way, Mr. Graham.,

Mr. Graram. Thank you, sir.

First of all, sir, on page 3, beginning at the third paragraph, the
statcment reads as follows:

This proposed legislation is part of the over-all management im-
provement program of the Department which was instituted by Sec-
retary Snyder when he became Secretary of the Treasury.

The Secretary desired that an outside management firm of industrial
engineers make an evaluation of the Customs Service. The Congress
concurred, and the Eightieth Congress, first session, appropriated
a specific sum of money for this purpose in 1947.  After careful study
the firm of McKinsey & Co., of New York, was selected to do this work.
In the letter of authorization the objectives of the survey were stated
to the management firm as follows:

To study the operations of the Bureau of Customs and the Customs Service
with a view to promotir_lg the efficiency of operations to the end of performing
the duties and responsibilities with which the Customs Service is charged by law
and in a manner that will protect the revenues and afford the greatest degree of
service to the public. The end objective is to accomplish these results with the
greatest degree of economy and the least possible cost to the Government,

McKinsey & Co., after completing their study, made a report which
stated, among other things, that—
all things considered, the Customs Service is as well operated as the average
business concern. However, we believe it can be improved.

The report made many suggestions and recommendations. For sta-
tistical purposes we considered that the report contained 178 recom-
mendations. The majority of these recommendations, or 142 in num-
ber, were termed “administrative.” That is to say, the recommenda-
tions, if approved, could be placed in effect by order of the Secretary
or the Commissioner of Customs, as the case might be. On the other
hand, the recommendations which would require changes in existing
law, were termed “legislative.” There were 36 such recommendations,
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A Steering Committee was appointed by the then Under Secretary
A. L. M. Wiggins, consisting of men selected from the Department,
the Bureau, and the field, to direct the study. The report was then
divided into 15 functional areas, and a “task force” leader was as-
signed to each area. Qualified people were then chosen from both
the headquarters and field offices to assist the leader.

On page 4, Mr. Chairman, the second full paragraph deals with
the 36 legislative proposals, and that is to say, it is a box score. You
will observe that this bill, H. R. 5505 incorporates 21 of the McKinsey
recommendations. .

The next item, entitled “Became Effective Due to Passage of Other
Legislation After the McKinsey Report,” two in number.

There is an item entitled, “Covered by Pending Legislaticn Other
Than H. R. 5505,” which picked up five of the items, and the “existing
laws permit accomplishment” covers two of the items. Three are
still under study, and we rejected three. Those are the 36, “Legis-
lative Recommendations.”

After the task forces had completed their work we had a legislative
committee which was headed up by Mr. Phil Nichols, Jr., who is sit-
ting here on my left, and who at that time was Assistant General
Counsel of the Treasury Department. Mr. Nichols was ably assisted
by the gentleman who is sitting on his left, Mr. W. R. Johnson, assist-
ant to the Commissioner of Customs.

Subsequent to the House hearings on this bill, Mr. Chairman, Mr.
Nichols has become General Counsel of the Renegotiation Board.
However, we have asked him to come here to be present, and he is, in
effect, on loan to us and to your committee during the time of these
hearings.

With respect to the perhaps most important item in this bill, you
will please turn to page 5, Mr. Chairman, and there we deal with
section 13, which is value, if I may be permitted to reatd that page
and to the middle of the next page, I think it will give some outline
of the reasons why we think this is very important.

Section 13 is undoubtedly the most important single provision of
this bill. It amends section 402 of the tariff act which tells the customs
appraiser how to find the value of imported merchandise. As I
already have explained, many duties are stated as a percentage of the
value, so that the value has to be known before the duty can be assessed.

The appraiser, in determining value under the present statutory
alternatives, must first ascertain both the “foreign value” and the
“export value” and then appraise the merchandise according to which-
ever is higher. It will be observed that this valuation is made with
reference to prices in both the home market and the export trade,
of the particular country from which the merchandise is shipped to
the United States. Generally speaking, the value of the bulk of all
dutiable imported merchandise is determined in this manner rather
than by value in the United States.

. Often there are various technical restrictions involving either the
“foreign value” or “export value” determinations, and, if the ap-
praiser cannot ascertain such values, he must then appraise accord-
ing to “United States value”. In essence, this value is based on offers
of the imported product in the United States. If this method does
not produce the determination of value, then the appraiser must resort
to what the present statute terms “cost of production”. We are
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suggesting a change of name to “constructed value” as more descrip--
tive of the process of determining this type of value in the foreign.
country.

It will be noted that the appraiser must know a great deal about
offers to sell or sales of the same or like merchandise in the home
markets of the country from which the merchandise is shipped, in
order to determine “foreign value”. In order to secure this informa-
tion, there is often involved a large expenditure of time and effort
on the part of the importer in finding out about transactions in a
foreign country which he may know nothing about. Likewise, there
is an obvious and inherent difficulty in requiring an American customs
official, or an importer, to obtain detailed information as to business
operations in a foreign country. , .

Furthermore, the “foreign value” standard sometimes produces the
inequitable result that exports from a small country have a higher
valuation for customs purposes than the same exports from larger
countries. This happens because the home market in small countries
is not large and the usual wholesale prices in that country may not
reflect the discounts available for large-quantity sales to importers
in the United States. Another difficulty is that the prices in the
home market are frequently enhanced by internal taxes which do not
apply to the merchandise when exported, and recent court decisions
do not completely remove the doubt as to when these taxes have to
be added in order to arrive at the dutiable value.

The bill proposes to meet these problems by making the so-called
export value the method which the appraisers must employ whenever
they are able to do so. Failing in this, they are to use the “United.
States value.” We propose to eliminate the “foreign value” as a
method of appraisement entirely. This change was strongly recom-
mended by McKinsey & Co. The advantage of this will be that the
information necessary to make an appraisement will usually be avail-
able to the appraiser in the United States. Either the very mer-
chandise he is appraising will have been freely offered, so that the
sale will be a satisfactory basis for appraisal, or he will have knowl-
edge of the prices paid for similar merchandise imported by other
parties.

Section 13 contains a number of other technical provisions which
are designed to make it easier to find a value and to make the value
when found more commercially realistic. Ome of the main objec-
tions to our present value method is that it takes so long to find the
value, and we are confident that if this bill is enacted appraisements
will be made much more rapidly.

I think at that point, sir, since that is in our opinion one of the
n}alosb-—probably the most—important one, that we would like to pause
there.

However, there is one other point here on page 10, Mr. Chairman
at the top of the page, which I might just invite your attention to:
That refers to the two provisions in the original biil, which was then
denominated H. R. 1535, and two of the provisions in that bill caused
some concern to American industry.

Briefly, those two provisions related to what is known as the Amer-
ican selling price method of valuation, and the basis for taxing dis-
tilled spirits. Both of those were eliminated by the House. Although
such provisions had the merit of producing simplification by bringing:
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about uniformity in customs administration, the Treasury does not
propose that they be reinstated in the'bill by this committee.

Senator Hoey. The Treasury is satisfied with the House action on:
that subject?

Mr. GraraMm. We do not interpose any objection, sir, on those two-
items.

I thought perhaps, Mr. Chairman, that there might be some ques-
tions on this very important value provision.

Senator HoEy. Are there any questions on this section 13 that Mr.
Graham has been discussing? That is one of the principal changes
that is embodied in the bill. If any Senators desire to ask any ques-
tions about it, they may do so, and if you have any questions on any
other phases of the bill, they may be asked.

As I understand, Mr. Graham, this bill is largely providing for an.
improvement in administration of the law.

Mr. Grauam. That is what we regard it as, sir. It is an improve-
ment in the procedural aspects, primarily of how to do the job better,
quicker, simpler, at the least cost to the Government. We do not
regard this, sir, as any revenue-raising or losing measure.

Senator Hoey. As 1 understand, this does not pretend to change
the duties or the values or anything like that. It is just a method by
which you ascertain the value; and it simplifies, in your opinion, the
process by which you arrive at that value.

Mr. Gramam. Well, I paraphrase your statement, sir: I think we
could say it is not designed to lower or to raise the tariff protection. It
is the method of doing the business that we are concerned about. No-
matter what the level of imports is, there is a certain amount of paper
work that has to be done as well as certain physical work in the exami-
nation of the packages, and we believe that this bill will make that
simpler, both for us and the importers, and that is our basic objective,
Mr. Chairman.

Senator Hoey. From the over-all study of this question you feel that
this measure, if adopted, would result in a sort of simplification of the
whole matter of handling imports, of arriving at their value, as to
getting their information, and would expedite the ascertainment of
these faets, both for the benefit of the Government and of the im-
porters?

Mr. GramaMm. Yes, sir; that is our opinion.

Senator Hoey. Any questions?

Senator BurLer. Mr. Chairman, I did not get here to listen to all
of Mr. Graham’s statement; in fact, I did not get to hear any of it.
However, I think I know in a general way what the purpose of the bill
is, and I was wondering if in the statement you touch upon the prob-
lem that we have with Argentina or with any other particular country
now, or do you just generalize?

Mr. GranaMm. We were just generalizing, Senator Butler, on the
high lights of what we considered the more important procedural
problems.

I might say, sir, that in the economy of time we did not read the
whole 10 pages. I just read some from page 3, which showed how this
came into being, and then on page 5, which was the one we are dealing
with now on the question of value.

Senator Hoey. The whole statement will appear in the record,
Senator.
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Senator BurLer. I realize that; but, in fact, I would like to know
why the Secretary has not done what the law provides already: To
have countervailing tariffs when circumstances warrant, as they cer-
palnly do in the case of wool from the Argentine, where the wool
imports, the tops, are being subsidized by the Argentine Government.

Mr. Graram. I think you refer to the question of multiple-rate cur-
rencies and their effect upon the export of wool tops from Argentina.

Senator BurLer. That would not excuse the Secretary of the Treas-
ury from following the wording of the law ; would it ?

Mr. Graram. Mr. Chairman, this is a question that, I believe, Sena-
tor Butler and some other Senators from the Western States raised
with the Treasury Department a little while ago in a letter, and if it
meets with the approval of the chairman I would like to ask Mr.
Frank Southard, who is Special Assistant to the Secretary, to discuss
with you the question of multiple-rate currencies.

Senator Hory. Is Mr. Southard present ?

Mr. Grauam. Yes, sir; he is here.

Senator Hoey. Will you come up, Mr. Southard.

Senator Burier. I hope, Mr. Chairman, that someone will explain
just why the Government has not imposed the countervailing duties
that are provided for in the existing law.

‘Senator Hoey. All right, Mr. Southard. Have a seat, Mr. Southard.
Would you give your name to the reporter, and your position.

STATEMENT OF FRANK A. SOUTHARD, JR., SPECIAL ASSISTANT
TO0 THE SECRETARY OF THE TREASURY

Mr. SoutHARD. My name is Frank A. Southard, Jr. I am Special
Assistant to the Secretary of the Treasury.

Senator Hoey. Are you in charge of any particular division, Mr.
Southard ?

Mr. SoutHARD. No; I am not, Mr. Chairman.

Senator Hoey. Senator Butler, would you like to ask any questions?

Mr. SourHarp. 1 have, Mr. Chairman, a short statement on this
general subject which I can read, if you wish, or I will try to answer
questions.

Senator Hoey. Suppose you read the statement first and then we
will see whether or not the members have any questions.

Mr. Souraarp. Would the chairman and members of the committee
like to have copies of my statement in front of them ?

Senator Hoey. Yes.

Mr. Soutaarp. Mr. Chairman and members of the committee, the
Secretary has asked me to appear on his behalf to discuss one particu-
lar aspect of the bill before the committee; that is, the aspect relating
to the imposition of countervailing duties in cases where bounties or
grants on exports are found to exist in foreign countries.

If a foreign country bestows a cash bounty on some commodity in
order to facilitate its export to the United States, we have a clear-cut
set of facts and a finding of grant or bounty can be made promptly.
Perhaps, because of the existence of our law, there have, however, been
relatively few circumstances in which a country has seen fit to bestow
cash bounties on exports which are dutiable on entry into the United
States. In these few cases the Treasury has acted. Sometimes coun-
tervailing duties have been imposed, and several of them are still on
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the books. In other cases, the knowledge that the Treasury was about
to levy duties caused the foreign country to withdraw its bounty or
otherwise rectify the situation. I should like to point out that in the
cases of cash bounties the question of whether the rate of exchange
being used was an equitable or a fair rate of exchange, does not arise.
Nor does it arise where there is only a single rate of exchange.

Senator ButLer. In connection with the case in Argentina that I
just mentioned, Mr. Southard, has there been anything done

Mr. SoutHArp. No, sir; there has not.

Senator ButLer. Why ¢ .

Mr. Sournarp. The Treasury Department has still under exam-
ination the particular Argentine system of exchange rates, and the
examination has not been completed yet. As a matter of fact, it is
our understanding that, so far as wool tops are concerned, there has
been no movement of wool tops out of the Argentine to this country,
so that for the time being the continued Treasury examination of
the facts of the Argentine system of exchange rates has not meant
that in the meantime there are additional movements to this market
of that commodity.

Senator BurLer. Well, is it not true, Mr. Southard, due to the sub-
sidy the Argentine Government is giving its producers in the sale of
tops, that the market for wool tops in this country, domestic, has been
seriously hampered ?

Mr. SoutHARD. I do not know, Senator, to my own knowledge.

Senator BurLer. The woolmen are practically out of business.

Mr. SourHarp. You are speaking of the wool-tops producers?

Senator BurtrLer. Yes.

Mr. Sourmarp. Insofar as I am aware—but I would want to check
the facts if it is desired to have them in the record—the movement
of Argentine wool tops in recent months has been either completely
halted or exceedingly small. I believe that it is the former, so that
it would not appear to me that imports of wool tops could be a present
problem in the wool-tops industry ; but I am not fully familiar with
what is actually going on in the domestic wool market. Beyond that,
the important problem that the Treasury hus been endeavoring to
examine in the Argentine case, as it does in all cases involving multiple
export rates, is to determine whether the effect of multiple export
rates has been to give a bounty or a grant to certain products reaching
this market or whether, on the contrary, it reflects disorder in the
exchange market, the lack of an adequate rate of exchange in the
country concerned, partial devaluation, or even, as it happens in many
countries, an effort to impose a tax on certain more progtable indus-
tries in the country or to deal with inflation by soaking up the in-
come of the more profitable export industries. In other words, what
we would like to see is a single export rate of exchange in all coun-
tries. But the fact is that a number of countries, having rather embry-
onic or poor tax systems, resort to multiple export rates to realize
revenues or to combat inflation.

Senator BurrLer. Well, I would like to kind of get back to my
original question now. It is my understanding that the existing law
provides for countervailing duties to be imposed by the Secretary of
the Treasury whenever the occasion requires.

Now, wool tops from the Argentine are certainly a case, a good illus-
tration. I donot have the figures in mind, although I could get them,
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I guess—and you could, too, perhaps, as to what the situation may be
at the moment or in the immediate past—but it certainly is true that
the subsidy program of the Argentine Government has practically
wrecked the domestic market for wool tops here. .

Mr. Chairman, I think maybe a question along this line might brlng
the information that I am desiring; that is, this: Suppose a shiploa
of wool tops should suddenly land in the United States; would the
Treasury Department apply countervailing duties?

Mr. Sourmarp. It would depend on the finding of the Secretary of
the Treasury with respect to the existence of a bounty or grant.

It is true, Senator, that Argentina has several rates of exchange, and
has a higher rate of exchange, or rather—let me put it the other way
around—has a more depreciated dollar rate of exchange on certain
-commodities, including wool tops, than it has on a number of impor-
tant commodities, including raw wool or greasy wool. 1f my memory
is correct, Argentina has a rate of approximately 5 pesos per dollar on
the more important commodities such as raw wool, and 714 pesos per
dollar on wool tops and some other commodities. That is the fact.
But the difficult task confronting the Secretary of the Treasury and
the Treasury Department is to determine whether that fact constitutes
a bounty or grant or whether, for example, the higher dollar rate of
714 pesos or even a still higher dollar rate—because there are higher
dollar rates than that prevailing in Argentina, some much higher ones
in the open market—whether those rates are the proper rates which
would adequately move the commodities which normally would come
to this market, and take care adequately of the demand for our com-
modities in that market.

The Argentine exchange system is a very complicated one, and
is not one which the Treasury Department admires, because we do not
like this mixture of rates. Our effort, bilaterally, and our effort in
the International Monetary Fund, is to try to eliminate these rates.

Senator BurLer. What is the purpose of their complicated system,
«lifferent rates on the same article, for instance?

Mr. SouTHARD. I cannot testify with respect to their purpose.

Senator BurLer. The main purpose, of course, is to get rid of their
goods, their commodities.

Mr. SourHARD. But the fact remains that the most important of
theirswool commodities has the lower rate, and that if, for example, it
were to be concluded by them or anyone else that the more depreciated
rates were the better rates from the standpoint of any fair economic
test, or if our pressure were to bring about that result, then the conse-
quence might quite possibly, for example, be simply to move the greasy
wool rates to the 714-peso rate. The Treasury Department has felt
that it has to be very cautious and very careful in the American inter-
est in examining that situation, to do nothing to precipitate a set of
exchange rate adjustments which might not even be in the interests of,
let us say, the wool industry as a whole in this country. Wool tops,
as you know, are a very small percentage, an exceedingly small per-
centage, of the wool in all forms that normally would move to this
market. We are hard put to it, Senator, to know what attitude to
take to that kind of com}ilex multiple-rate system.

If for example—and I do not like to say this on the record, Mr.
‘Chairman.

(Discussion off the record.)
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Senator Hoey. We will go back on the record.

Mr. SoutHarp. Yes. But we have not reached or made a deter-
mination, Senator Butler, but certainly that does not mean that it
has not been actively examined in the Treasury Department.

Senator BurLer. Well, there is a provision in the existing law for
the imposition of countervailing rates.

Mr. Souraarp. That is true and, as I said in what I read of my
prepared statement, where there is a cash grant or cash bounty there
1s no difficulty whatever in arriving at a determination; but, when
we find multiple rates being used, then the task is to determine whether
there is a bounty or grant in the sense of the law.

Senator Hoey. You may proceed with your statement, Mr.
Southard.

Mr. SoutHarp. 1 believe, Mr. Chairman, I had completed the sec-
ond paragraph.

Senator Hoey. Yes.

Mr. SoutHarD. I am sure you will appreciate, however, that the
‘problem is greatly complicated for us by the growth in recent years
-of complex systems of multiple export or buying exchange rates. In
effect, a multiple export rate means that the country is unable or
unwilling to place a definite single value on its currency.

Let me make it perfectly clear that the United States Government
-does not like multiple exchange rates and has worked constantly te
simplify and abolish them wherever the circumstances would permit
"This is also the constant effort of the International Monetary Fund
in which the United States actively participates. Some progress has
‘been made in this direction, albeit slow progress, and we are hopeful
-of making further progress as world conditions make it possible. The
.committee is well aware of the unsettled economic, political, military,
-and financial state of the world today. In circumstances such as these,
financial and monetary practices become partlicularly difficult to deal
with, making the economic implications of systems of multiple rates
-especially complex and diverse.

hen a country shifts to a system of multiple rates, there may be
- partial devaluation of the currency of the country in question or
there may be a deliberate taxing or other burdening of a portion of
the exports, or both of the elements may be present. If a bounty or
grant is invelved, it will be in some of the cases of partial devaluation.

The existence of two or more export rates of exchange automatically
opens up the question of what is the appropriate rate, deviations
from which may involve unfair trade practice. A determination of
the appropriate basing point or bench mark becomes necessary, and
until that determination can be made it is simply not possible to find
-out whether the foreign country is engaging in that kind of unfair
trade practice which the law was intended to offset by the instrument
-of countervailing duties.

It is not proper to adopt as a general rule that the least devaluated
Tate is the benchmark. If a country were to devalue its currency and
-establish a more realistic unitary rate the law, of course, does not
Tequire the imposition of countervailing duties on all exports from
such a country merely because such exports would be enjoying better
rates of exchange as compared with the rates formerly in effect. How-
ever, there are many cases where for various reasons countries have
not found it feasible to resort to general devaluation as a means of
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solving their currency problems. What they do as an alternat'ive 1s
to devalue their currencies, so to speak, with respect to particular
exports. Do the new rates in such cases always represent bounties or
grants conferred upon such exports? The Treasury Department
thinks not.

Thus far T have stated the problem in general terms. I should
now like to relate it to the very real and very important economic
developments which are taking place in the world around us. There
are several characteristics of this world which impinge directly upon
the problem at hand.

One is that countries often find it difficult or impracticable to levy
income or other adequate taxes upon important segments of their
economies. In these circumstances these countries often find it much
easier to collect revenue through their central banks and exchange
authorities than through their internal-revenue departments. While
we may wish that such circumstances did not exist we must recognize
that they do exist in many countries. We must recognize also that
multiple rates of exchange may provide a very effective instrument
of taxation in countries with relatively undeveloped tax systems. The
process is quite simple. A country whose currency is overvalued may
devalue its rate of exchange for certain export commodities, but re-
tain the old rate on those commodities which it desires to tax. This
means that exporters of commodities on which the burden is placed
receive fewer units of local currency for every pound or ton exported
than they would receive if they were permitted to operate at the newer
and more realistic rate of exchange. Since the Government pays out
a smaller amount of money to these producers than it would other-
wise, it is able to provide a very important source of revenue for the
National Treasury. This can also be an effective means of controlling:
the inflationary effects of large earnings in a few export industries
at a time when other export industries are not booming.

I move now to another characteristic of the modern world which
impinges directly on the problem before us. Since the outbreak of
World War II and in some cases even more severely since the end of
that war, many foreign countries have found it exceedingly difficult
to maintain stable economies and balanced international payments.
Relatively few countries of the world have gone through this whole
period without balance-of-payments’ crises and severe depletion of
their foreign exchange reserves. The devastation of the war, the
relative lack of materials, and the pressure of inflation in many degrees
and of many kinds, has placed a great many foreign countries in a
very difficult position. We have tried to do our best to assist those
foreign countries in their efforts to improve their position. The world
is substantially better off than it was at the end of the war and in the
years immediately following the war. Increasing efficiency, increas-
ing production and successive devaluations of foreign currencies have
aided materially in stabilizing the situation. Nevertheless, we must
admit that today there are still problems of adjustment which coun-
tries must find ways of dealing with. Given this fact and given the
fact that multiple rates provide an avenue for partial devaluations
which in many instances causes less repercussion than more complete
devaluations, it is not surprising that there has been an intensification.
of the use of multiple exchange rates in the period since 1939.



CUSTOMS SIMPLIFICATION ACT 23

I should like now to indicate how these factors of the modern world
make it extremely difficult for the Treasury to arrive at simple con-
«clusions respecting the levying of countervailing duties. Multiple
rates of exchange are utilized for various reasons. They provide a
means of partial devaluation from an overvalued rate of exchange.
Tn many countries they provide a convenient and efficient means of
collecting revenue from important sectors of the economy. In others
they are an important means of countering inflation. In many foreign
countries we can point to concrete examples of the use of multiple
rates of exchange for the purpose of achleving one or more of these
results.

This is not to say that multiple rates of exchange may not be used
in order to bestow bounties or grants. As I have indicated earlier,
the Treasury has always felt that it is possible for a foreign country
to utilize a multiple exchange rate system in order to bestow such
bounties or grants. For example, a country whose prevailing export
rate of exchange fairly reflects its internal costs and degree of effi-
ciency, could institute a more favorable rate for the specific and
express purpose of giving one of its export commodities an unfair
-competitive advantage in entering the markets of the United States.
But, given the extreme complexity of the motives and economic results
attaching to the use of multiple rate systems throughout the world,
and given the tendency since the war for currencies to be overvalued
rather than undervalued by their basic rates of exchange, and given
‘the fact that many countries retain their base rates of exchange so as
to acquire revenue or penalize the production of commodities on which
they do not wish to be toco dependent, it is extremely difficult in these
circumstances to determine that a system of multiple rates of exchange
bestows a bounty or grant.

The Treasury submits that the adoption of a rigid formula or rule
of thumb is not well caleulated to deal with these complex situations.
Application of any such rigid formula would almost certainly result
in some determinations which Congress did not intend and would not
wish. For this reason provisions such as those proposed in S. 2668,
Senator Mundt’s bill, do not appear to us to provide a suitable pro-
.cedure for operating in this field.

Section 2 (c) of the proposed Customs Simplification Act pro-
vides in substance for a determination of injury to American pro-
ducers before countervailing duties may be imposed. In every matter
relating to the cost of imported goods there are conflicting interests.
Particularly where raw or semiprocessed commodities are concerned,
the American processor has an active interest in obtaining his imports
at the lowest cost possible. In many cases keeping these costs at a
minimum permits the American producer to pass the savings on to the
ultimate consumer. On the other hand, American producers facing
competition from imports have a legitimate interest in making certain
that the imports enter the country under conditions of fair competi-
tion. The countervailing-duty provisions of the act are intended to
prevent unfair practices arising out of subsidies, where they cause
or threaten to cause injury to American producers. Where they do
not cause injury to American producers, then the resulting lower prices
to American consumers (including consumers who use imported raw
materials) will benefit the United States. For these reasons the
"T'reasury has sponsored and strongly supports the proposal that the
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amendments to the Tariff Act make provision for the determination.
of injury as one part of the process leading up to the unposition of’
countervailing duties. .

That completes my formal statement, Mr. Chairman.

Senator Hoey. We are glad to have your statement. Any further
questions, Senator ¢

Senator Burrer. Mr. Chairman, I appreciated the statement by
Mr. Southard and his explanation in answering by questions before
the statement was read to the effect that the Secretary of the Treasury
may be planning action on the imposition of countervailing duties,
but certainly it is not getting action fast enough to do us the good that I
would like to see done. ) .

Now, Senator Saltonstall just sent me a wire that came to him this
morning, which I think I would like to put in the record.

Senator Hoey. That may be answered.

Senator BurLer. It is addressed to Senator Saltonstall from Boston,
dated the 21st of April, and it is as follows:

The Secretary of the Treasury is to appear tomorrow, Tuesday, the 224,
before the Senate Finance Committee in the court of the customs simplification
bill H. R. 5505. The Governments of Argentina and Uruguay are subsidizing
their wool top manufacturing industry, and these tops are being sent into the
United States to the detriment of the New England wool top manufacturing
industry. Efforts have been made unsuccessfully by all segments of the wool
industry in this country to have the Treasury Departmrent impose counter-
vailing duties on such imports as it is required to do by section 303 of the-
Tariff Act of 1930. Could you arrange to attend the hearing tomorrow, Tuesday,
and ‘nterrogate the Secretary as to why the Treasury Department has imposed
count rvailing duties or could you arrange to have some member of the Senate
Fina.ice Committee interrogate the Secretary on this subject. We are taking-
the liberty of sending a similar wire to Senator Lodge.

It is signed by Mr. Ralph J. Keltie, president, Boston Wool Trade
Association, and Hugh Monro, president, National Trade Wool Asso-
ciation.

That does not give the information that I asked for a while ago:
as to why the Secretary has not imposed countervailing duties on
the Argentine, but Mr. Southard may be correct in his statement that
there is not very much movement of wool tops fronr Argentina at this
time.

I have just beerr advised that there is a heavy movement of wool
tops from Uruguay, a close neighbor of Argentina, and it seems im-
portant to me that the Treasury do something in cases of this kind
rather than delaying indefinitely action which, in effect, prevents the:
benefit that we should be getting from the laws that were passed.

Mr. SoutHArD. Senator, could I mention just a word on Uruguay?
On the 5th of April, a decree was issued in Uruguay which bars all
exports of wool tops pending further examination by Uruguay of cer-
tain aspects, and I believe——

Senator ButLer. That is an action taken by the Treasury looking-
toward the imposition of a countervailing duty?

Mr. SourHarp. No, that was an action taken by the Uruguayan
Government in barring all exports of wool tops to the United States
from Uruguay. The wool tops trade also are aware of that, and while
we do not ourselves know what Uruguay then might do, at least for
the time being Uruguay has taken positive action, which means that
there will be no further wool tops moving. I again say that that.
does not speak on the particular question of—
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Senator BurLer. I get the impression that the wool trade industry,
which centers in Boston, the manufacturing industry, is quite inter-
ested, and apparently they are of the opinion that I have been trying
to give here, that the Treasury has been very delinquent in imposing
countervailing duties up to date.

Senator Hoey. Any further questions?

Senator ButLer. That is all I have, Mr. Chairman.

Senator Hoey. Thank you, Mr. Southard.

Mr. Graham, would you like to proceed with anything further?

Mr. Granam. Mr. Chairman, following Mr. Southard’s observa-
tions about the injury aspects, if it meets with your approval and
pleasure, I would like to read and submit for the record the following
statement.

Senator Hoey. You may proceed.

Mr. Graram. Mr. Chairman and members of the committee, you
may have noted that the United States Tariff Commission has sub-
mitted to this committee a memorandum analyzing the various provi~
sions of H. R. 5505. A similar memorandum was submitted to the
Committee on Ways and Means of the House of Representatives. In
both these papers the Tariff Commission points out that the require-
ment that the Treasury Department should determine whether par-
ticular imports cause injury to domestic industry is an unusual pro-
vision. In all other cases where a determination with respect to the
economic effect of imports upon domestic production is required to be
made the findings is made by the Tariff Commission.

Subsequent to the time of the hearings, the Treasury Department
has been in contact with the Tariff Commission to further explore this
subject, which, on its face, has considerable merit. These discussions,
in our opinion, have been helpful and fruitful. We have reached an
informal agreement with the Tariff Commission which, we believe, can
be formalized into appropriate language and, with your approval,
could be considered during these hearings as amendment to section 2
of H. R. 5505. The net effect of the proposal is that the Tariff Com-
mission would be responsible for establishing injury to domestic pro-
ducers in cases involving either antidumping or countervailing duty
statutes. On the other hand, the Secretary of the Treasury would
continue to be responsible for determining whether or not a bounty
exists in countervailing duty cases, the extent of such bounty, if any,
as well as the determination whether or not a sale is made at less than
fair value in antidumping cases.

Senator Hoey. Have you any further statements, Mr. Graham ?

Mr. Grauasm. I do not, Mr. Chairman.

Senator Hoey. At this time?

Mr. Grazam. Not at this time.

(The prepared statement of Mr. Graham is as follows:)

STATEMENT OF ASSISTANT SECRETARY GRAHAM

Mr. Chairman and members of the committee, I appreciate the opportunity
which you have afforded the Treasury to present its views on H. R. 5505, the
proposed Customs Simplification Act of 1951.

H. R. 5505 is sponsored by the Treasury Department. It has to do with pro-
cedure in administering the customs laws and not with rates of duty, and it is
not intended to effect any substantial change in customs revenue. We believe that
its enactment will enable customs to render improved service to the public and
to reduce its own operating costs. We further believe that the net effect of the
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enactment of H. R. 5505 would be to remove many unnecessary procedural
restrictions on imports.

Most of the provisions of H. R. 5505 relate to the commercial importation of
merchandise from foreign countries. Therefore, I should like to mention, in 133_'-
man’s language, the process which is involved in a commercial importation. This
not only will help to identify the steps which must be taken by the importer
and by customs, but also will clarify some of the terminclogy which is used in
customs commercial transactions.

Let us assume that the importer has purchased merchandise in IEurope which
will require the payment of duties after it has been landed in the United States.
Let us further assume that the merchandise is on a ship arriving at the port
of New York. The master of the vessel has already prepared a manifest, which
is a list of the articles of merchandise. This serves as the first paper control of
the merchandise coming into the United States.

After the vessel arrives at New York, the importer, or a customhouse broker
acting for him, files an entry at the customhouse. This entry is a list of the
merchandise which the importer wants to clear through customs. It contains
detailed information concerning quantities, value, country of exportation, and
other information which will be needed by customs. This entry also has the
importer's estimate of the amount of customs duties which will have to be paid
on the merchandise. The entry officer examines these computations and, if the
estimated amount appears to be correct, that amount of money is collected from
the importer. If obvious errors have been made in estimating the amount of
duty due, the entry officer requires the form to be revised and the correct
estimated amount of duty is collected. On the basis of this entry, a permit is
issued which tells the customs employees on the dock what merchandise may
be immediatelv released to the importer and which packages are to be held for
opening and detailed physical examination. Generally speaking, the numbers
of packages to be retained for physical opening and inspection would be no more
than 1 package out of each 10 of a similar lot. The customs employees checks to
see whether thie number of packages landed from the vessel agrees with the num-
ber shown on the manifest and listed by the importer on the entry. Those pack-
ages which have not been selected for examination are usually immediately
released to the importer, after their number has been verified, and go immediately
into the course of trade.

The packages selected for examination are, in most cases, carted to the
appraisers’ stores. This is a building which has both office space and warehouse
space in which the packages are opened and the contents are counted to see
that the quantity and kind of items indicated to be contained in a particular
package are actually in it.

Many rates of duty are stated as a percentage of value, and we call them
ad valorem-duties. To assess an ad valorem duty, customs must appraise, or
value, the merchandise. Records have been carefully kept of previous shipments
of the same or similar articles. Through an information exchange, value in-
formation has also been secured from the other ports throughout the United
States as to the values declared by importers at those ports for like items.

In connection with the present shipment, the importer has arranged, through
his foreign representative or the company from which he procured the mer-
chandise, for an invoice. This means that the merchandise being exported from
the foreign country has been described and listed and information concerning
the value of the articles being exported is contained on the invoice. In many
cases this invoice is a consular invoice, which is required to be certified by an
American consul, who makes such verification of the information as he con-
siders necessary. These certified consular invoices are then sent to the American
importer, who supplies this value information and any other information he has
concerning value to the appraiser, who, in this example, is in New York.

The valuation of merchandise is not, however, a simple process. Under the
present law, which provisions of this bill would amend, there are several methods
of valuing merchandise, depending on a large number of factors. The principal
methods of valuation, however, are foreign value, or export value, whichever is
higher. This means that, at the present time, not only must the foreign shipper
and the American importer furnish information concerning both values of mer-
chandise, but customs must make both determinations in order to value the
importations at the higher of the two figures. Briefly, foreign value is the
price at which the specific commodity is offered for sale in wholesale quantities
on the home market, that is, in the country from which it is shipped. Similarly
the export value is the price at which this commodity is offered for sale in whole.
sale quantities for export to the United States. In cases where there is a doubt
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-as to the correctness or sufficiency of the information available, a detailed in-
-vestigation by customs representatives in the foreign country is required.
The appraiser reports his findings to the collector who uses them, together
-with information on quantities, weights, et cetera, to make a final determination
of the duties owed by the importer. If, at the time of entry, a larger payment
-was made than is finally determined to be due, a refund is given the importer.

If, however, more duties are owing the Government, collection is made from the
importer of the increased amount.

In the example which I have given, all went well. The importer did not
encounter the impediments which we are trying to minimize and some of which
will be mentioned in this statement.

This proposed legislatian is part of the over-all management improvement
program of the Department which was instituted by Secretary Snyder when
he became Secretary of the Treasury.

The Secretary desired that an outside management firm of industrial engineers
make an evaluation of the customs service. The Congress concurred, and the
Rightieth Congress, first session, appropriated a specific sum of money for this
purpose in 1947. After careful study the firm of McKinsey & Co., of New York,
was selected to do this work. In the letter of authorization the objectives of the
survey were stated to the management firm as follows:

“To study the operations of the Bureau of Customs and the customs service
-with a view to promoting the efficiency of operations to the end of performing
the duties and responsibilities with which the customs service is charged by law
and in a manner that will protect the revenues and afford the greatest degree of
service to the public. The end objective is to accomplish these results with the
_greatest degree of economy and the least possible cost to the Government.

McKinsey & Co., after completing their study, made a report which stated,
among other things, that ‘“all things considered, the customs service is as well
operated as the average business concern. However, we believe it can be im-
-proved.” The report made many suggestions and recommendations. For sta-
tistical purposes we considered that the report contained 178 recommendations.
The majority of these recommendations, or 142 in number, were termed adminis-
trative. That is to say, the recommendations, if approved, could be placed in
effect by order of the Secretary, or the Commissioner of Customs, as the case
might be. On the other hand, the recommendations which would require changes
in existing law, were termed ‘“legislative.”” There were 36 such recommendations.
_A steering committee was appointed by the then Under Secretary A. L. M. Wiggins,
consisting of men selected from the Department, the Bureau, and the field, to
direct the study. The report was then divided into 15 functional areas, and a
task force leader was assigned to each area. Qualified people were then chosen
from both the headquarters and field offices to assist the leader.

A majority of the administrative proposals were accepted and put into effect.
‘Some were found to be undesirable. Many required a partial modification of
-the proposal so as to be more practicable or workable. A box score of the admin-
istrative recommendations follows :

Total administrative-__ —— S 142
_Approved and in effeet______________________ I - - 97
Approved and in process of becoming effected —— - 6
Miscellaneous (additional funds required, ete.) -_______ 9
‘Under consideration____ e e e 2
“Not adopted —_——— N _ . 28

With respect to the 36 legislative proposals contained in the McKinsey & Co.
-study, the following tabulation shows the action taken:

Incorporated in H. R. 5505______________________________ —— 21

Became effective due to passage of other legislation after the McKinsey

report_ _. _____ N S
Covered by pending legislation, other than H. R. 5505____ 5
“Existing laws permit accomplishment____________________________________ 2
“Under study ——— 3
Rejected e 3
Total _— 36

As you know, the customs laws are usually specific and detailed as to what
.can be done by a customs officer in administering the Tariff Act. Therefore, it

98600—52——3
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is generally conceded that there is a great deal of technicality involved in cus-
toms, and the Treasury and customs people are here to assist in answering any-
questions which you may have in mind. However, I believe that your valuable
time will be better served if I may confine my comments to the more general
features of H. R. 5505, from the customs viewpoint.

Section 13 is undoubtedly the most important single provision of this bill. It
amends section 402 of the Tariff Act which tells the customs appraiser how to
find the value of imported merchandise. As I already have explained, many
duties are stated as a percentage of the value, so that the value has to be known.
before the duty can be assessed.

The appraiser, in determining value under the present statutory alternatives,
must first ascertain both the foreign value and the export value and then appraise
the merchandise according to whichever is higher. It will be observed that this
valuation is made with reference to prices in both the home market and the
export trade, of the particular country from which the merchandise is shipped
to the United States. Generally speaking, the value of the bulk of all dutiable
imported merchandise is determined in this manner rather than by value in the-
United States.

Often there are various technical restrictions involving either the “foreign
value” or “export value” determinations, and, if the appraiser cannot ascertain
such values, he must then appraise according to “United States value.” In
essence, this value is based on offers of the imported product in the United States.
If this method does not produce the determination of value, then the appraiser
must resort to what the present statute terms *‘cost of production.” We are sug-
gesting a change of name to constructed value as more descriptive of the process
of determining this type of value in the foreign country.

It will be noted that the appraiser must know a great deal about offers to sell
or sales of the same or like merchandise in the home markets of the country
from which the merchandise is shipped, in order to determine “foreign value.””
In order to secure this information, there is often involved a large expenditure
of time and effort on the part of the importer in finding out about transactions in.
a foreign country which he may know nothing about. Likewise, there is an
obvious and inherent difficulty in requiring an American customs official, or an
importer, to obtain detailed information as to business operations in a foreign
country.

Furthermore, the “foreign value” standard sometimes produces the inequitable
result that exports from a small country have a higher valuation for customs
purposes than the same exports from larger countries. This happens because
the home market in small countries is not large and the usual wholesale prices
in that country may not reflect the discounts available for large-quantity sales
to importers in the United States. Another difficulty is that the prices in the
home market are frequently enhanced by internal taxes which do not apply to
the merchandise when exported, and recent court decisions do not completely
remove the dovbt as to when these taxes have to be added in order to arrive at
the dutiable value.

The bill proposes to meet these problems bv making the so-called export value
the method which the appraisers must employ whenever they are able to do so.
Failing in this, they are to use the United States value. We propose to eliminate
the foreign value as a method of appraisement entirely. This change was
strongly recommended by McKinsey & Co. The advantage of this will be that
the information necessary to make an appraisement will usually be available to
the appraiser in the United States. Either the very merchandise he is apprais--
ing will have been freely offered so that the sale will be a satisfactory basis for
appraisal or he will have knowledge of the prices paid for similar merchandise
imported by other parties.

Section 13 contains a number of other technical provisions which are designed
to make it easier to find a value and to make the value when found more com-
mercially realistic. One of the main objections to our present value method is
that it takes so long to find the value, and we are confident that if this bill is
enacted appraisements will be made much more rapidly.

Next I would like to invite your attention to section 17 of the bill, which deals
with the amendment of entries and un-ervalvation duties. Under present law,
whenever the appraiser finds a value in excess of the value at which the importer
entered his merchandise there must be assessed under valuation duties, which
are measured by the difference. They are heavy monetary exactions and, from
the importer’s point of view, actually penalties, although not so designated in the
statute. , Under present law, the importer has a chance to escape the undervalua..
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tion duties if the appraiser tells him what advance he proposes to make in the
value and if the importer amends his entered vulue to correspond. Customs
regulations permit appraisers to furnish this information if the importer has
cooperated by supplying all the information in his possession which will help the
appraiser. Furthermore, even after the undervaluation duties are assessed the
importer can petition the Customs Court, which will remit them if the importer
has acted in good faith.

The trouble with this procedure is that the provisions to protect the innocent
importer are not sufficient to prevent undervaluation duties from being assessed
in many cases where they are not deserved. To avoid them the procedure is
extremely cumbersome and roundabout and involves a lot of unnecessary paper
work in amending entries, which is a burden both on the importer and on the
collectors of customs.

Section 17 seeks to eliminate both the amendment of entries and the circum-
stances which now make amendments necessary. The importer who cooperates
by supplying all information in his possession or available to him will be no longer
subject to undervaluation duties, even if the appraiser has advanced the entered
value. Furthermore, if the appraised value should happen to be less than the
entered value, he will get the benefit of the difference. Under present law, if
the entered value exceeds the appraised value. the entered value governs and the
importer gets no benefit from the lower appraisement. Therefore, amendment
of entries under the bill ceases to have any legal consequence and can be done
away with as unnecessary.

Section 17 further provides that when unde:valuation duties are assessed they
are subject to protest and review procedure the same as any other duties. Con-
sequently, if the importer believes that the appraiser has been arbitrary in his
demands for information, he can obtain administrative and judicial review. The
bill also eliminates the presumption of fraud which arises under present law if
the undervaluation is 100 percent or more. We believe that such undervaluations
are frequently innocent and result from misunderstanding of the applicable
metho 1 of valuation, and therefore no presuinption is justified. Of course, if
there is actual fraud, other provisions of the customs laws can be invoked.

We believe that there will be three principal advantages to be derived from
these provisions. First, the customhouses will not be cluttered up with useless
amendments of entries. Second, importers will not be assessed undervaluation
duties unless they have in some way been derelict in performing their obligations
under the law, Thirg, in cases of doubt the question whether or not undervalua-
tion duties have been incurred will be determine1 much more quickly and cheaply.
The final word still remains with the Customs Court.

Another provision of the bill, section 3, deals with certain special marking
requirements. There is a provision of the customs laws which requires that all
imported merchandise be marked to show the country of origin, with certain
obvious exceptions such as bulk goods. We are not recommending any change in
this provision. Elsewhere in the customs laws there are certain additional
requirements. For example, let me invite your attention to paragraphs 3854 and
355 of the Tariff Act of 1930. They require thuat most knives when imported
be marked with the name of the maker or purchaser, and beneath the same, the
name of the country of origin, die sunk conspicuously and indelibly on the blade,
or on the shank or tang. It is not sufficient if the name of the maker be on the
other side of the blade from the country of origin, nor may these markings be
added after importation. In actual practice these provisions have been found to
constitute traps for inexperienced importers seeking to market new lines of mer-
chandise in this ecountry. Moreover, they serve little useful purpose because the
general marking requirements would insure that consumers would know what
was the country of origin. These special marking requirements have no provision
for unusual or hardship cases. Consequently, they often produced irritating
wrangles such as occur when an American doctor orders specially designed surgi-
cal instruments abroad and then finds that the special marking requirements
prevent their coming in.

The next section I would like to discuss is section 15, certified invoices and
informal entries. I have already explained what an entry is in customs langnage.
Present law permits the entry of a shipment valued at $100 or less to be “infor-
mal,’”” which means that it is on a special simplified form and is filled out by the
customs inspector for the importer. The proposed bill wownld increase the dollar
ceiling on such informal entries to $250, and, by an amendment introduced in the
House, would permit informal entriss for certain importations for schools,
churches, and libraries, principally of books and pictures, without limitation as to
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value. Formal entries require an amount of detail for the importer and for the
customs which is excessive for shipments of under $250 in value. The revised
section will permit small value shipments to be handled a great deal faster, to the
benefit of both the importer and the Government. .

Next, I would like to refer to section 20 of the bill, which deals with conversion
of currency. Inirecent years we have had a great deal of difficulty in operating
satisfactorily in cases where it is necessary to convert a foreign currency into
dollars for some customs purpose. We have to do that whenever we appraise
merchandise which is bought by payment in a foreign currency. Almost all for-
eign value appraisements are necessarily in the foreign currency and have to be
converted. If we eliminate foreign value, this problem will become less acute.
The problem will not be eliminated, however, for the determination of export
value will require a conversion of foreign currency whenever the applicable ex-
port price is in a foreign currency. In recent years, conversion troubles have
multiplied as countries have imposed exchange restrictions, have permitted black
markets to develop in their currencies, and have even developed multiple rate cur-
rencies. They are systems whereby an exporter who sells one product for dol-
lars will get more of his own currency per dollar than the exporter who sells
some other product. In other words, there are several exchange rates for the
currency, depending on the commodity to be exported.

The first part of section 20 repeals the obsolete provision of an act of 1894 which
still requires the Secretary of the Treasury to publish periodically the gold con-
tent of foreign coinage. This information was intended to be used for customs
purposes but is now useless for that purpose, since foreign countries either do not
announce the gold content of their money, or, if they do, the figure has no signifi-
cance in international trade. Practically all currency conversions for customs
purposes today are made under the provisions of section 522 of the Tariff Act,
which requires the Secretary of the Treasury to make use of conversion rates
certified daily by the Federal Reserve Bank of New York whenever the rates
actually employed in commercial transactions vary by more than 5 percent from
the gold content rate. Practically all commercial rates do vary by more than
5 percent, and this provision thus applies.

Section 20 of the bill will permit the Customs Service to employ as the basic
conversion rate the par values of foreign currencies maintained pursuant to
the Articles of Agreement of the International Monetary Fund. Some countries
do not maintain such a par value, and, for these countries, the conversion rate is
to be determined by the New York buying rate as certified by the Federal Reserve
bank, just as at present. The advantage to be derived is that, whenever a par
value is maintained, a constant figure can be used, and it will not be necessary
for customs officers to follow the daily minute fluctuations that occur in the
buying rate, nor will it be necessary for the bank to supply certifications with
respect to these currencies which are maintained at par. When multiple rate
currencies exist, the bank is to certify these rates and the Secretary is to apply,
for customs purposes, the rate or rates which reflect effectively the value of that
currency in commercial transactions. This follows the rule set down by the
Supreme Court in Barr v. United States. When a country having a par value
established pursuant to the fund articles permits the actual commercial rate
of exchange to deviate from that par, the Secretary likewise is to use certifica-
tions furnished by the bank whether or not the deviation is recognized as valid
under the fund articles. The intent is that the rate employed for customs
purposes shall always be the realistic commercial rate actually applicable to
jmports of the class of products such as the product undergoing appraisement.
Experience has shown that par values established with the International Mone-
tary Fund are dependable as a bench mark in the sense that the rates actually
employed in commercial transactions do not deviate substantially from them.
The provision for cases of deviation will have to be invoked, we hope, in excep-
tional cases only.

I come now to section 19 which would permit the correction of errors and
mistakes of importers or the Customs Service in customs transactions which
are adverse to the importer and which cannot be corrected under existing law.
In the thousands of customs transactions, many such mistakes occur which
should be corrected in order to do justice to the importing public. The Govern-
ment has no interest in retaining duties which were impropetly collected as a
result of clerical error, mistake of fact, or inadvertence. The inability to make
refunds in such cases results in great dissatisfaction and a feeling of injustice
among importers, particularly among Fhose v_vho are not regularly engaged in
importing. Under existing law, it is impossible to correct, by administrative
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action, any error in appraisement, irrespective of the nature of the error. Under
this section, certain errors in appraisement which result from inadvertencies
and clerical errors may be corrected by administrative action. This will elimi-
nate the necessity for assessing duties in many instances on merchandise far
in excess of its admitted value.

The six provisions which have been discussed above constitute the most im-
portant aspects of H. R. 5505 as they relate to commercial transactions from a
customs viewpoint, There were two provisions in the original bill which appar-
ently caused some concern to certain elements of American industry. Briefly,
these two provisions related to what is known as the American selling price
method of valuation and the basis for taxing distilled spirits. Both were
eliminated by the House. Although such provisions had the merit of producing
simplification by bringing about uniformity in customs administration, the
Treasury does not propose that they be reinstated in the bill by this committee.

I have endeavored to high light the principal provisions of this bill which
affect foreign trade. Other provisions of the bill, such as the restatement and
simplification of the statutes relating to the personal effects of travelers, can be
discussed in such detail as your committee may desire. I wish to assure you
that the personnel of the Treasury is available at all times to assist your com-
mittee in its consideration of this bill.

Senator BurLer. Thinking a little further about what Mr. Southard
said about shipments having been stopped from Uruguay by action
of the Uruguayan Government, I wonder if that could have been a
result of the prospect of these hearings, and that shipments will be
resumed pretty shortly when Congress calls an end to the hearings or
does something ?

Senator Hoey. Have you any information on that subject ?

Mr. SoutHarp. Mr. Chairman, I cannot supply any further infor-
mation. Weknow only that they took the action on the 5th of April.

Senator BurLer. It 1s more than likely that it was due to the threat
of action up here by Congress, I think. I do not see any other reason.

Senator Hoey. Do you have any information on that subject?

Mr. SourHARD. No further information than I have already indi-
cated. It is known to them that this whole problem is under careful
study in the Treasury Department. )

Senator Burrer. There has been considerable agitation in various
segments of the wool trade industry on account of the lack of action
by the Secretary of the Treasury. They know about that, of course,
down there. That is all, Mr. Chairman.

Senator Hoey. Thank you, Mr. Southard.

Mr. Graham, are these gentlemen who are accompanying you wit-
nesses, and do they have any special statements te make, or are they
here merely to answer questions?

Mr. Granam. Mr. Chairman, they are here to serve the pleasure
of the committee in any questions that you might have. As you
know, the customs procedures and laws are very technical, and they
are well qualified to speak in the words of art which pertain to
customs, so that if there are any questions here that——

Senator Hoey. We appreciate their presence, and so do the members
of the committee, of Mr. Charles Mclgeill, assistant general counsel;
Mr. W. R. Johnson, assistant to the Commissioner of Customs; and
Phillip Nichols, Jr., general counsel of the Renegotiation Board.

Mr. Nicaors. You understand, Mr. Chairman, that the Renegotia-
tion Board is not taking part in these hearings. I am just on loan
from them.

Senator Hoey. Yes.

Mr. Nicuors. The Board itself is not participating.
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_Senator Hoey. Yes; I knew that the Board itself was not par-
ticipating. .

In the meantime, we will take the next witness, and then we will
'see if you gentlemen have any answers to questions. You gentlemen
Just remain to see if there is anything further.

Next is the Honorable Harold F. Linder, Deputy Assistant Secretary
of State for Economic Affairs. Is Mr. Linder present?

Mr. Granam. Mr. Chairman, may I say that Mr. McNeill and Mr.
Johnson will be available at all times to serve your committee, and in
case of any special requests we can also have Mr. Nichols present.

Senator Hoey. Thank you very much.

Mr. Granam. I want to thank you, Mr. Chairman, and the members
of your committee, for your courtesy in receiving us.

Senator BurLer. I think it would be interesting, Mr. Graham, if
you could include a little statement in here, that I think would be
easily available, as to the amount of wool that is being held back in
Uruguay and Argentina for export. They do not eat it. They are
going to export it at some time.

Mr. Graram. We will endeavor to find that for you.

Senator Hoev. If you can find that information, it will be inserted
in the record.

Mr. GraraM. Yes, sir.

(The information referred to is as follows:)

As of March 31, 1952, according to information received from the United
States Department of Agriculture, it is estimated that stocks of wool in Argen-
tina and Uruguay were approximately 580 million pounds and 170 million pounds,
respectively, on a greasy basis. Of these stocks roughly 500 million pounds and
160 million pounds, respectively, appeared to be available for end-of-season ecarry-
over and for exportation to all countries. It is believed that not more than
approximately 70 to 75 percent of the Argentine stocks and 80 to 90 percent of
the Uruguayan stocks are of qualities that could be made into tops, the balance
being of coarser qualities, or carpet type wools. The ahove estimates of stocks
as of March 31 do not include quantities afloat or in warehouses in the United
States.

Senator Hoey. We thank you very much, Mr. Graham.

Mr. Graram. Thank you, Mr. Chairman.

Senator Hory. If the committee wishes additional information, you
will furnish it to us.

Mr. Grawam. Thank you, sir.

Senator Hoey. Our next witness is Mr. Harold F. Linder.

STATEMENT OF HAROLD F. LINDER, DEPUTY ASSISTANT SECRE-
TARY OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF
STATE

Mr. LinpEr. My name is Harold F. Linder. I am Deputy Assistant
Secretary for Economic Affairs in the Department of State. I joined
the Department in this capacity in February 1951. Before coming
with the Department, my career was entirely in private business, except
for a period of service in the Navy. At present, I am on leave of
absence from my position as president of an investment company.

Representatives of the Treasury Department have already com-
mented on the technical provisions of this bill. What I should like to
comment upon briefly is the way in which this bill bears on our eco-
nomic relations with other countries.



CUSTOMS SIMPLIFICATION ACT 33

In my own experience with the representatives of other countries,
1 have been impressed with the importance they attach to this project
-of American customs simplification. The reason for this strong inter-
-est by foreign countries in what seems to be simply a technical project
is not hard to find. It arises out of the critical importance which the
export trade has for these countries. Take Canada, for example. Of
every $100 of goods Canada makes, she exports about $22; for Great
Britain, the comparable figure is $21; for Belgium, $30, and so forth.
This means, as far as these countries are concerned, that their economic
existence in some ways depends on their ability to export. In that
kind of situation the treatment of their goods in foreign customhouses
is a matter of prime political and economic importance.

The relationship between a country’s trade and its political orienta-
tion was a factor very much in the minds of the Soviet officials who
planned the Moscow Economic Conference. They were very much
aware of the fact that one of the most effective gestures of good will
‘which one country can extend to another is an offer to take its goods
on a reasonable basis. They were aware of the converse proposition as
well—that there are few things in international relations which gen-
erate political hostility quite as rapidly as an unwillingness to give
another country a reasonable opportunity to trade. They already.
realize what we are only beginning to learn—that every national policy
affecting foreign countries is a potential weapon in the colg war
between the East and the West.

‘When one tries to appraise the significance of the customs-simplifica-
‘tion project in this context, I think it is important to realize that the

cumbersome and inequitable customs procedures with which this bill
deals create rather a different reaction among exporters and importers
than the more apparent forms of trade barriers such as tariffs. These
customs procedures grew up in piecemeal, patchwork fashion over the
years, as one current preblem or another seemed to need special atten-
tion. In time the problems disappeared, but the provisions of law
designed to deal with them did not. To the prospective exporter, the
procedures now seem to have no apparent rhyme or reason. When
mcomprehensible procedures of this sort operate to prevent a product
from being imported, the experience leaves in the businessman a sense
of frustration and resentment, which inevitably is reflected in the
attitude of his government.

However, the bill is.important, not only for its effect upon the
attitudes of foreign countries but also for its bearing on the immediate
problems which American exporters and importers face in their day-
to-day business. The importance of simplifying import and export
procedures from the businessman’s point of view is indicated by the
‘heavy emphasis which business groups concerned with international
trade have placed on this objective. Business associations such as the
International Chamber of Commerce have devoted a very considerable
amount of timeand effort to the streamlining of these procedures, both
here and abroad.

The sort of reform which such business groups hope to achieve in
this field is in keeping with our objectives as a nation in the intér-
national trade field. For years, the United States has sought to
reduce the degree of interference which governments have placed in
‘the way of business enterprises engaged in international trade. Undue
governmental interference, cumbersome administrative procedures,
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and red tape do not provide an encouraging climate for private enter--
prise in international trade. On the contrary, they tend to foster
the growth of governmental trading. The simplification of American
procedures and the elimination of American red tape would be the:
strongest kind of affirmation of faith in our own preachments.

In the end, our action in simplifying American precedures is likely”
to help our businessmen not only at home but also in foreign countries.
The improvement of our practices should help to bring about reforms
in the customs administrations of other countries and to make life:
abroad somewhat easier for the American exporter. Conversely, our
failure to move ahead in this field may well lead to backsliding on the
part of other countries in this field. Any such trend, which could
easily develop, would end up with all of us the losers.

Canada is a particularly good illustration of this last risk. A few
years ago, the Canadians simplified many of their customs procedures
in the hope and expectation that the United States would do likewise,
and that a mutually profitable trade between our two countries could
be facilitated. She developed a more equitable basis of valuation for
customs purposes, and increased the extent to which importers could
get remedies in the courts from the decisions of customs officials.
However, the Canadian Government has been under very continuous
pressure to undo its reforms, because the United States has not so far:
removed some of the inequities which have plagued Canadian ex-
porters to this country.

I have so far been stressing what this bill does. Let me conclade
by mentioning what it does not do. This bill does not alter the tariff’
rates which now afford protection to domestic industry. It does not
in any way threaten our industries. It does, however, eliminate some-
of the trade barriers which now exist in our customs practices and’
which in many cases were not originally intended by the Congress..

In conclusion, I want to record the Department’s strong endorse-
ment to the bill. The bill serves the interests of the United States.
as a whole and merits the favorable consideration of this committee.

Senator Hoey. Mr. Linder, we are very glad to have had you appear..

Mr. Linper. Thank you, sir.

Senator Hoex. We are not very many of the committee present this:
morning but, of course, it will all go in the record.

Senator George, who is absent, asked me to hold the meeting. The
committee will examine the record in detail. We are very glad to have:
your statement. Is there anything further?

Mr. LinpEr. No; there is nothing further, Senator.

Senator Hoey. We appreciate your appearance.

Senator George has received a large number of communications,
Senator Butler, bearing on this, from different companies, and I am
going to submit these to the reporter, a list of them, to be included
in the record. They are letters and statements from the following:
Sandoz Chemical Works, Inc.; California Stevedore & Ballast Co.;
Tacoma Vegetable Oils, Inc.; Chamber of Commerce of the United!
States; Williams, Clarke Co., customs brokers; National Foreign
Trade Council, Inc.; Illinois Manufacturers’ Association; the Toilet
Goods Association, Inc.; Close & Stewart, customs brokers; the Cham-
ber of Commerce of Kansas City, Mo.; Princeton University Library ;
National Association of Waste Material Dealers, Inc.; the Purcell
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Co., Inc., Lexington, Ky.; American Watch Association, Inc.; and R.
F. Downing & Co., Inc.

All of these will be included in the record.

(The documents above-refered to are as follows:)

SaNDpoz CHEMIcAL WORKS, INC.,
New York 13, N. Y., January 3, 1952,
Hon. Senator WALTER F. GEORGE,
Chairman, Finance Committec, United States Senate, Washington, D. C.

DEar Sir: We have the honor of approaching you as importers of coal-tar
dyes and other coal-tar products from Switzerland during the last 30 years.

The purpose of this letter is to invite your attention to section 17 (a) of H. R.
5505 which would eliminate the right to amend entries of coal-tar products hith-
erto granted by the Tariff Act for sound reason.

Trusting that the representative of this company will be accorded an oppor-
tunity to appear before the United States Senate Finance Committee in the
event the committee should hold hearings on H. R. 5505, we take pleasure in
summing up our viewpoint, as follows:

Importers of such coal-tar products, if comparable with domestic coal-tar
products, are dutiable on the basis of the selling price of the latter products in
this country. If they are not comparable, they are dutiable on the basis of
United States value, which is defined in the tariff. Before comparable dye
tests are made, it is impossible at the time of entry to determine whether or not
<coal-tar dyes and other coal-tar products are dutiable on the basis of the Ameri-
can selling price or United States value. Therefore, it is necessary to make
tests of the imported coal-tar dyes after arrival in this country before determining
whether they are competitive or noncompetitive. At the present time under
section 487 of the Tariff Act of 1930, the importers of coal-tar dyes and other
«coal-tar products are permitted to amend their entries at any time prior to the
time it has come under the observation of the appraiser for the purpose of
appraisement, We hold that this right should be preserved in fairness to the
importers, in the interest of simple procednre and in order to eliminate unnec-
essary litigation.

Believe us, dear sir, we are,

Yours very truly,
SanNpoz CHEMICAL WORKS, INC.,
E. SCHNEEBERGER.

CALIFORNIA STEVEDORE & BaLrrast Co.,
San Francisco, Calif., December 20, 1951,
Re proposed import tax on copra.
Hon. WALTER F. GEORGE,
Senate Office Building, Washington, D. C,

DEar SENATOR: We take the liberty of approaching you regarding a matter of
vital importance to our stevedoring industry, a large volume of which consists
-of copra discharging, which involved a yearly labor payroll in 1951 in excess of
-$491,854 and machinery owned by our company alone valued at nearly one-half
million dollars.

Since 1934 coconut oil, which is derived from the erushing of copra, has been
.subject to an excise tax of 3 cents per pound. While this tax is burdensome to
the vegetable oils and fats industry, it has not directly affected the importers
and crushers of copra, since it is levied only upon the first domestic processing
-of the product, or in other words, the first refining of the coconut oil after it has
left the hands of the importers and crushers as a crude-oil product. If the
Pproposed legislation goes into effect, it will mean that the importer of copra will
have to pay the 3 cents per pound processing tax on the oil content of the copra,
which is equivalent to about $42 per long ton on the copra itself.

Enclosed herewith is a memorandum describing the background of the proposed
mnew tax measure together with the general arguments made by the National
Institute of Oilseed Products for its defeat. A further significant fact not
‘brought out by the memorandum is that prior to World War II about 90 percent
of the Philippine copra production was shipped to the United States. At the
present time only about 40 percent of this copra is coming to our country, largely
-owing to the fact that because of the oil processing excise tax the other nations
in the world are able to purchase copra at a more favorable price and are thereby
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securing a larger and larger portion of the supply, to the disadvantage of our
copra-crushing industry. This is a trend which is most alarming to observe a_m(t
which, if it continues, will eventually force our industry into serious -difficulties.
We, the California Stevedore & Ballast Co. and the Metropolitan Stevedore
Co., our wholly owned subsidiary at tbe port of Los Angeles, therefore respect-
fully bespeak your kind assistance in eliminating section 22 of H. R. 5505 when.
this comes before the Senate Finance Committee in 1952.
Yours sincerely,
CALIFORNIA STEVEDORE & Barrast Co.,.
By J. G. LubLow,
Vice President and General Manager.
METROPOLITAN STEVEDORE Co.,
By J. G. LupLow, President.

MEMORANDUM

A 3 cents per pound excise tax was imposed in 1934 upon the first domestic
processing of coconut oil. This tax was never a revenue measure but was rather
in the nature of a protective tariff. At that time coconut oil was widely used in
the manufacture of margarine, and the basic reason for the imposition of the tax
on coconut oil was to protect the dairy industry.

The tax, of course, imposed an important burden upon the copra industry of
the Philippine Islands and, to mitigate in some degree the effect of this burden,.
prior to 1946 the amounts collected by the Treasury as a result of this tax were
returned to the Philippine Islands. This further demonstrates the fact that the
tax was never designed as a revenue measure for the support of the Government
of the United States although since 1946, and Philippine independence, the tax
is no longer remitted to the Philippines but is taken into the general fund of the
Treasury of the United States, a consequence never intended when the tax was
imposed.

The tax has been burdensome, not only to the Philippine copra producers hut
to the United States producers and users of coconut oil, constituting as it does,
an additional burden of cost which coconut oil must bear over other competing
materials. In consequence, the copra and coconut oil industry in the United
States has always been eager to see the tax removed, but no proper opportunity
for its removal presented itself until recently.

In the last Congress however, a bill was introduced for the simplification of
customs procedure, know as the Customs Simpli‘ication Aet. It was originally
known as H. R. 8304, then as H. R. 1535. The bill contained many very desirable
features, but contained one section, section 23, which is very damaging to the
coconut oil producing industry. That section converts the 3 cents per pound
processing tax into an import tax payable upon the importation of copra, the
raw material of coconut oil, as well as upon coconut oil. Its eifect would be to
retain the general hurden of the processing tax but to shift it from the processor
of coconut oil to the producer of coconut oil and the importer of copra. The
National Institute of Oilseed Products, numbering among its members many
copra importers and coconut oil producers, felt that this shift of the burden was
unjust to the industry and should be opposed. It also felt that the change in
the law contemplated by section 23 opened the door to reconsideration of the
processing tax as a whole.

The NIOP therefore approached the House Ways and Means Committee with
two proposals:

1. That in connection with the Customs Simplification Act, the processing tax
be repealed altogether.

2. That if repeal should be rejected, section 23 of the H. R. 1535 should be elim-
inated altogether, leaving the processing tax in its present form and avoiding
the conversion of the tax into an import tax.

The NIOP was unsuccessful before the House Ways and Means Committee.
The committee took the position that a consideration of an outright appeal
of the tax was not germane to the Customs Simplification Act and therefore
rejected a motion that the bill be amended to accomplish such repeal. The com-
mittee also rejected the proposal of the NIOP that section 23 of the act be
eliminated in its entirety, apparently failing to appreciate the serious effect upon

. the coconut oil producing industry of the shift of the burden. However, various

members of the committee expressed themselves as beng sympathetic toward
the repeal of the tax in its entirety in a bill separately introduced for that
purpose.
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The Ways and Means Committee therefore left section 23 unchanged, made
certain other amendments in the measure and sent it to the floor of the House
as H. R. 5505 in which, due to certain unimportant revisions, section 23 of
H. R. 1535 has become section 22 of H. R. 5505. In this form it passed the House
and has been sent to the Senate, where hearings upon it will be held early next
year by the Senate Finance Committee.

It is useless to renew before the Senate Finance Committee the request for re-
peal of the processing tax as a whole, as a measure so affecting the revenue
would have to originate in the House. However, it is definitely desirable to
continue in the Senate the effort to prevent the conversion of the processing tax
into an import tax, i. e., to renew in the Senate the proposal that section 22
of the present H. R. 5505 be eliminated in its entirety. The NIOP, through its
legislative committee, is now making plans for the presentation of this con-
tention to the Senate Finance Committee.

In brief, this should be of marked interest to all soap makers and users of co-
conut oil as it means they will have to pay the 3 cents per pound additional at
the time the oil is shipped from the Pacific coast instead of 30 days after the end
of the month in which it is processed. It will also obviously affect everybody
connected with the coconut 0il crushing industry such as steamship lines, in-
surance companies and labor, both in the stevedoring and the actual plants them-
selves.

The members of the Senate Finance Committee who will pass on this
matter are Senators George (Georgia), Connally (Texas), Byrd (Virginia),
Johnson (Colorado), Hoey (North Carolina), Kerr (Oklaboma), Frear (Dela-
ware), Taft (Ohio), Butler (Nebraska), Brewster (Maine), Martin (Pennsyl-
vania), and Williams (Delaware).

TacnMA VEGETABLE O1L8, INC.,
Tacoma 2, Wash., January 2, 1952.
Senator HARRY P. CaIln,
United States Senale,
Washington, D. C.

DEAR SENATOR CAIN : At the present session of the Senate we have been advised
that the Senate Finance Committee will consider H. R. 5505 dealing with changes
in the processing tax on coconut oil. Under section 22 of this bill it is planned to
eliminate the processing tax on coconut oil and substitute an import tax that
will yield the same revenue.

The National Institute of Oilseed Products, of which we are a member, has
been carrying on in an endeavor to have the coconut oil processing tax eliminated.
entirely. From the enclosed information you will note that this tax was started
to give aid to the Philippine Islands while they were under our control. This
tax imposes an unjust burden on the islands and is seriously injuring their
economy. The President of the Philippine Islands has the matter up for the
elimination of the tax, as well as the soap industry in this country, labor inter-
ests on the Pacific coast including the stevedoring arm, as well as many other
branches of allied users of either the coconut oil or the copra meal.

At this time we are trying to arrange enough support to have section 22 of the
present H. R. 5505 eliminated in its entirety. If it goes through, it will mean
that every copra processor will be faced with the added cost of paying the import
tax when the copra is received, rather than having the first processor of the oil
pay the tax,

Since starting up in Tacoma, we have contributed considerable tonnage to
American-flag vessels hauling our copra from the islands, the first year around
36.000 tons and for the first half of our present fiscal year, close to 20,000 tons.
Rather than continue burdens on this strategic and critical material, we feel that
efforts should be made to stimulate the use not only for the benefit of the United
States, but also for the improvement of the Philippine Islands. Copra is their
principal source of export revenue. The handling of the cargo is vital to our
American merchant marine for home-bound cargo. Freight revenue on the
oil to the consuming markets in the midwest and East is quite important to the
Pacific coast railroads.

Any assistance you can give us with the Senate Finance Committee toward
the elimination of section 22 of the present H. R. 5505 will be greatly appreciated.

Yours very truly,
TacoMA VEGETABLE OiLs, INC.,
E. L. WESTENHAVER,
Vice President.
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RESOLUTION OF THE PACIFIC COAST RENDERERS ASSOCIATION, EMERYVILLE, CALIF.,
SEPTEMEBER 6, 1951

Whereas the Pacific Coast Renderers Association has opposed the imposition
of a processing tax on coconut oil'eonsumed in the United States, since its
inception; and

‘Whereas it has been the firm conviction of the members of this association
that such a tax was designed primarily to reduce and hinder the competition
of margarine manufactured from imported coconut oil, and to aid the Philip-
‘pine Islands, then under our jurisdiction; and

Whereas coconut oil has since been displaced in a manufacture of shortening
and margarine by domestic cottonseed and soyabean oils, and now is confined
to specialty uses in the edible field ; and

Whereas a very substantial portion of the coconut oil consumed in the United
States is utilized in the industrial field, primarily in the manufacture of
soap; and

‘Whereas the lauric acid content of coconut oil is vital to the manufacture
of a free-lathering, soluble soap of good quality in combination with animal
fats; and

Whereas animal fats lack the virtues of coconut oil and produce an unsatis-
factory quality of soap without a sufficient admixture of coconut oil ; and

Whereas a mixture of animal fats and coconut oil is essential and imperative
to produce a marketable soap; and

Whereas soap consumption in 1949 and 1950 was smaller than in any other
years since 1921, according to the Bureau of Agricultural Economics, United
States Department of Agriculture; and

Whereas a new washing compound, known as detergents and produced from
byproducts of petroleum, has invaded the field of washing compounds in compe-
tition with oil- and fat-based soaps and has captured 31 percent of national
sales of nonliquid soaps and detergent sales, and 50 percent of package (non-
bar) soap and detergent sales in 1950, and which has been increasing at a rapid
rate since 1945; and

Whereas such detergents have the virtues of free lathering and quick solu-
bility, even in hard-water areas, which embrace a large portion of the United
States; and . .

Whereas the basic cost of petroleum is low compared to the cost of producing,
collecting, and processing of animal fats into tallow ready for the soap kettle;
and

‘Whereas the processing tax of 3 cents per pound on coconut oil retards the
use of sufficient quantities, or a suitable percentage in ratio to animal fats,
by increasing the cost of soap above competitive levels and has the effect of a
subsidy to detergents: Therefore be it

Resolved, That this association reaffirms its opposition to the processing tax
on coconut oil, and petitions the Congress of the United States of America to
repeal such tax on the grounds that the original purposes of the tax no longer
exist, and its continuance is unfair to the soap industry and the producers of
animal fats, 90 percent of which are utilized in the manufacture of soap, and
who are now faeing a constriction of consumption due to competition from
petroleum-based detergents.

The secretary of this association is instructed to forward copies of this reso-
lution to the National Renderers Association, to the national directors and
regional associations, to soap manufacturers on the Pacific coast, and all other
interested parties.

PacrFic CoAST RENDERERS ASSOCIATION,
Louls OTTONE, Jr., President.
NeLs HaMBERG, Secretary.
JosEPH FIRPO,
Lroyp HYGELUND,
WiLriam A. KOEWLER,
TroMAS N. CoNway,
KENNETH REINHARDT,
Directors.

MEMORANDUM
A 3-cent-per-pound excise tax was imposed in 1934 upon the.first domestic

processing of coconut oil. This tax was never a revenue measure but was rather
in the nature of a protective tariff. At that time coconut oil was widely used in
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the manufacture of margarine, and the basic reasoun for the imposition of the tax
on coconut oil was to protect the dairy industry.

The tax, of course, imposed an important burden upon the copra industry
of the Philippine Islands, and, to mitigate in some degree the effect of this burden,
prior to 1946 the amounts collected by the Treasury as a result of this tax were
returned to the Philippine Islands. This further demonstrates the fact that
the tax was never designed as a revenue measure for the support of the Gov-
ernmrent of the United States although since 1946, and Philippine independence,
the tax is no longer remitted to the Philippines but is taken into the general
fund of the Treasury of the United States, a consequence never intended when
the tax was imposed.

The tax has been burdensome, not only to the Philippine copra producers but
to the United States producers and users of coconut oil, constituting, as it does,
an additional burden of cost which coconut oil must bear over other competing
materials. In consequence, the copra and coconut-oil industry in the United
States has always been eager to see the tax removed, but no proper opportunity
for its removal presented itself until recently.

In the last Congress, however, a bill was introduced for the simplification of
customs procedure, known as the Customs Simplification Act. It was originally
known as H. R. 8304, then as H. R. 1535. The bill contained many very desir-
able features, but contained one section, section 23, which is very damaging to
the coconut-oil-producing industry. This section converts the 3-cents-per-pound
processing tax into an import tax payable upon the importation of copra, the raw
material of coconut oil, as well as upon coconut oil. Its effect would be to retain
the general burden of the processing tax but to shift it from the processor of
coconut oil to the producer of coconut oil and the importer of copra. The Na-
tional Institute of Oilseed Products, numbering among its members many copra
importers and coconut-oil producers, felt that this shift of the burden was unjust
to the industry and should be opposed. It also felt that the ehange in the law
contemplated by section 23 opened the door to reconsideration of the processing
tax as a whole.

The NIOP therefore approached the House Ways and Means Committee with
two proposals:

1. That in connection with the Customs Simplification Act the processing
tax be repealed altogether.

2. That if repeal should be rejected, section 23 of H. R. 1535 should be
elinrinated altogether, leaving the processing tax in its present form and
avoiding the conversion of the tax into an import tax.

The NIOP was unsuccessful before the House Ways and Means Committee.
The committee took the position that a consideration of an outright repeal of the
tax was not germane to the Customs Simplification Act and therefore rejected a
motion that the bill be amended to accomplish such repeal. The committee also
rejected the proposal of the NIOP that section 23 of the act be eliminated in its
entirety, apparently failing to appreciate the serious effect upon the coconut-oil-
producing industry of the shift of the burden. However, various members of
the committee expressed themselves as being sympathetic toward the repeal of
the tax in its entirety in a bill separately introduced for that purpose.

The Ways and Means Committee therefore left section 23 unchanged, made
certain other amendments in the measure, and sent it to the floor of the House
as H. R. 5505 in which, due to certain unimportant revisions, section 23 of H. R.
1535 has become section 22 of H. R. 5505. In this form it passed the House and
has been sent to the Senate, where hearings upon it will be held early next year
by the Senate Finance Committee.

It is useless to renew before the Senate Finance Committee the request for
repeal of the processing tax as a whole, as a measure so affecting the revenue
would have to originate in the House. However, it is definitely desirable to
continue in the Senate the effort to prevent the conversion of the processing tax
into an import tax; i. e., to renew in the Senate the proposal that section 22 of
the present H. R. 5505 be eliminated in its entirety. The N. I. 0. P., through
its legislative committee, is now making plans for the presentation of this
contention to the Senate Finance Committee.

STATEMENT OF C. JASPER BELL, AucUsT 17, 1951, URGING AMENDMENT OF SECTION
23 oFr H. R. 1535

Mr. Chairman and gentlemen of the committee, I appear upon behalf of the
National Institute of Oilseeds Products, which is composed principally of copra
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crushers. These crushers are located, mainly, on the east and west coasts, with
the main concentration in the State of California. The copra which my clients
crush is imported from the Philippine Islands. The remarks which I will make,
therefore, will concern equally the welfare of the domestic copra crushers and
the producers of their raw material in the Philippipes.

My clients’ interest in H. R. 1535 rests in section 23 which is entitled “Conver-
sion of processing taxes to import taxes.” Section 23 proposes to convert the
processing taxes levied on the first domestic processing in section 2470 (a) (1)
of the Internal Revenue Code, applying to certain oils and fats, to customs duties.
Among these is the 3-cent-per-pound processing tax on coconut oil which it is
proposed to convert into an import duty of the same amount which would be
levied on imports of coconut oil as such. An equivalent customs duty in the
vicinity of 1.9 cents per pound would be levied upon imports of copra, which
has heretofore been duty free and in fact is now found on the duty-free list of
the General Agreement on Tariffs and Trade.

In addition to the 8-cent processing tax which is app'icable to coconut oil of
all origins there is an additional 2-cent-per-pound processing tax levied in para-
graph (2) of section 2470 (a) of the Internal Revenue Code. This tax does not
apply to coconut oil originating in the Philippines or any possession of the
United States. Section 403 (d) of the “Philippine Trade Act of 1946” requires
that this tax shall remain in effect until July 3, 1974.

Section 23 of H. R. 1535 also proposes that this 2-cent processing tax be con-
verted to a 2-cent “customs” duty and that an equivalent import tax be levied
on importation of copra not originating in the Philippines or possessions of the
United States. The purpose of the 2-cent differential in the processing tax is to
confine imports of copra and coconut oil into the United States to imports from
the Philippines and United States possessions. It accomplishes this purpose very
effectively. This explains why the copra which my clients crush originates
almost entirely in the Philippines except for the very small quantity which comes
from United States possessions such as American Samoa. Furthermore, since
this tax must remain in effect until July 3, 1974, it is apparent as to why the
welfare of my clients and that of the Philippine copra producers are completely
interlocked.

The purpose of my appearance here is to petition this distinguished committee
to repeal the 3-cent processing tax in place of converting it to an import tax.
This petition is in a sense a renewal of a petition which I made when I last
appeared before this committee in 1946 in my capacity as chairman of the
Committee on Insular Affairs of the House. Your committee then had before it
the bill which, when enacted into law, became Public Law 371 of the Seventy-
ninth Congress known as the Philippine Trade Act of 1946. The bill was intro-
duced by me. It contained a provision which would have eliminated the proc-
essing tax on coconut oil imported from the Philippines when employed for
nonfood uses. While there appeared to be no objection to the basie philosophy
of the provision which was that the Philippines should not be started out as an
independent republic without some effort to do something to aid their principal
"industry, viz, the coconut products industry, the amendment did meet with
opposition because it discriminated against certain users of edible coconut oil
such as the confectioners and bakers. The provision was therefore removed
from the bill by the Ways and Means Committee in the fourth and final revision.

I am quite sure that had not the Ways and Means Committee been pressed
for time that it would have paused long enough in its deliberations to permit
the formulation of a satisfactory solution of the problem of how to help the
Philippines in the marketing of their most important cash crop, namely, copra.
My appearance here now is made in the hope that in the consideration of H. R,
1535 an uncompleted task will finally be completed. In other words, section
23 of H. R. 535 affords opportunity to correct a most serious omission in the
Philippine Trade Act of 1946.

The United States wants the economy of the Philippines to prosper. It is a
necessary essential for the success of the independence of the Philippines. As
proof of this our Government has agreed to give the Philippine Republic $50
million per annum over the period of the next 5 years. On the other hand, we
have collected during the past 5 years through the medium of the 3-cent per
pound processing tax about $80 million on Philippine coconut oil. This obviously
is not good business. I don"t know pre_cn_sely how much of that $50 million per
annum subsidy we are paying the Philippines would not have to be paid if
we would remove the 3-cent burden from the Filipino’s coconut oil, which is his
chief export in the form of oil and copra, but it would be a sizable decrease.
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"The 3-cent per pound tax which our Treasury levies on coconut oil depreciates
the market price of the entire copra and coconut oil production of the islands.
‘This is .s0 because the part which we purchase—which is about 70 percent on
the average—sets the market for the balance which is sold to other countries.
Since 6 million people, or about one-third of the population of the Philippines,
are directly or indirectly dependent upon the coconut products industry for
their livelihood, it can be seen that this is an important matter. Our Government
does not want, to go on subsidizing the economy of the Philippines indefinitely
but we put ourselves in the position of not having a proper excuse for not doing
so long as we continue to levy a heavy tax upon the product of their leading
industry.

Beginning with the levying of the processing tax in 1934 and prior to the
granting of independence to the Philippines on July 4, 1946, all proceeds from
the processing tax on Lkhilippine coconut oil wire remitted by the United States
Government to the Treasury of the Philippine Islands to be used for the benefit
of the people and Government of the Islands. Section 2476 of the Internal
Revenue Code which required these payments was repealed in Public Law 371
of the Seventy-ninth Congress—*Philippine Trade Act of 1946.” Since July
3, 1946, according to the annual reports of the Commissioner of Internal Revenue,
the following tax has been collected per annum on coconut oil of Philippine
origin: $12,108,765.86 in fiscal year 194647 ; $23,228,521.80 in fizcal year 1947-48;
$14,743,108.98 in fiscal year 1948-49; $13,838,638.19 in fiscal year 1949-50; and
an estimated $16,000,000 in 1950-51 fiscal year. All of this money—a total of
$79,914,034.83—was covered into the general tund of the Treasury of the United
States.

My viewpoint was and still is that simultaneously with the repeal of section
2476 of the Internal Revenue Code which foreclosed the payment of the tax
woney to the Philippines that Congress should have repealed the 3-cent process-
ing tax as contained in section 2470 (a) (1) of the code. Had the amount of
money represented by the proceeds of the processing tax in each of the 5 years
since the Philippines became independent been allowed to remain in the Philip-
pines in the form of increased market returns to the Filipino farmers for their
copra, it would have been diffused through the Philippines’ economy and would
hai e multiplied manyfold. That’s the kind of direct assistance which the Philip-
pine economy needs. It is like the sap of the tree which starts up from the
roots and works through every limb, twig, and leaf. It would be of a great deal
more assistance than the type of relief represented by the $50 million annual
subsidy which we will give the Philippines for the next 5 years.

In my opinion, it is quite obvious that the Seventy-third Congress which
Jlevied the processing tax in 1934 had in mind the principle cf the statement
which I have just made or it would not have provided that the proceeds of the
processing tax be remitted to the Treasury of the Philippine Islands. In other
words, it recognized that an injury had been inflicted upon an important segment
of the Philippine economy and to make partial amends for it the tax money col-
lected was paid to the Philippines’ Treasury.

I desire to introduce into the record at this point a table (No. I) taken from
the Philippine Newsletter, vol. 1—No. 1, June 15, 1951, giving the dollar value
of 20 leading Philippine exports in the calendar year 1950. It will be noted
that of the total value of these éxports in the amount of $319,389,989 that the
products of the coconut industry represented $185,231,594 or 58 percent of the
total. You can see from this why it is that if the economy of the coconut products
industry is bad then the entire economy of the Philippines is in a bad way.

In June of this year the Honorable Cornelio Balmaceda, Secretary of Com-
merce and Industry of the Government of the Philippines, made a special trip
to Washington to request the repeal of the 3-cent coconut-oil processing tax.
He interviewed officials of the Department of State and of the Dapartment of
Commerce. He informed these officials that the postwar economy of the Philip-
pines was geared to the coconut-products industry. He stated that it was the
only major industry which had been able to get fully under way after the
war. He pointed out that their other two big industries, sugar and abaci, being
only about half way back to prewar scale of production that something had
to be done to keep the Philippine crops market on a sound footing or the entire
economy of the islands would suffer. He stated that the repeal of the 3-cent
per pound processing tax on coconut oil was essential to accomplish this end.

In April of this year the Philippine Republic passed, at the request of our
Government, 8 minimum-wage law which materially increases the wages of both
urban and agricultural workers. Thus. the Philippines becomes the only country
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in southeast Asia to adopt a minimum-wage law comparable to that of Occidental
nations. Since they made this move at our request, I believe that the United
States would be all the more in an inconsistent position if we continue to main-
tain either a high processing tax or a high customs duty against the chief export
of the Philippines, namely, copra and coconut oil, now that we have obligated
them to materially increase their costs of production.

I have earlier stated that the provision repealing, in part, the 3-cent processing
tax contained in my bill from which Public Law 371, Seventy-ninth Congress,
was constructed met with objection because it discriminated against certain
classes of edible users, such as confectioners and bakers who have necessary and
essential uses for coconut oil in the manufacture of their products. I should state
that the reason the use of tax-free coconut oil was restricted to nonedible use was
that the Department of the Interior, which then had supervision of Philippine
affairs, recalled that coconut oil had been used as an important ingredient in
oleomargarine prior to World War II and suggested the limitation for that rea-
son. What they did not realize, however, was that during World War II, when
no coconut oil could be employed for oleomargarine manufacture under Food
Distribution Order No. 43, oleomargarine manufacturers learned new manufac-
turing techniques whereby they were able to dispense with the use of coconut oil
in the manufacture of their product. FDO-43 was revoked on October 1, 1946.
Notwithstanding that, they have been free to use as much coconut oil in their
formulas as they see fit, since that date coconut oil has constituted only an insig-
nificant part of the oils and fats ingredients of oleomargarine. According to the
annual report of the Commissioner of Internal Revenue, coconut oil constituted
less than one-tenth of 1 percent of the oils and fats ingredients of oleomargarine
in the fiscal year ending June 30, 1949. In the fiscal year ending June 30, 1950,
when 875,720,000 pounds of oleomargarine were produced, only 12,000 pounds of
coconut oil were employed as compared to 446,384,000 pounds of cottonseed oil
and 253,334,000 pounds of soybean oil. Coconut oil constituted less than two-
thousandths of 1 percent of the oil and fat ingredients. I desire at this point to
submit for the record table II which gives these statistics from the report of the
Commissioner of Internal Revenue in detail.

The only other "edible product in which coconut oil could offer noticeable
competition toc domestic edible oil and fats is vegetable shortening. It has never
been employed in shortening manufacture to any extent because of its tendency
to froth and sputter when heated. In the five prewar years 1937-41, according
to the Bureau of Agricultural Economics of the United States Department of
Agriculture, coconut oil constituted on the average 1.4 percent of the ingredients
of vegetable shortening. In 1950 it constituted 1 percent.

Coconut oil is not regarded by the Department of Agriculture as a food oil.
They classify it as a nonfood oil. In respect to its use in food the Department
of Agriculture has the following to say in the July issue of the Fats and Oils
Situation which is published by the Bureau of Agricultural Economics:

“For the last decade, use of nonfood oils in food products, principally, coconut
and palm, has been comparatively small. During the war, the available supplies
of these oils were channeled to vitally needed nonfood products. In the last
few years, large supplies of domestic edible oils, available at comparatively low
prices, have displaced a large percentage of the nonfood oils previously used in
food.” .

In the light of the foregoing factors which I have discussed I believe that the
processing tax on coconut oil should be repealed without restriction. In other
words, it should be tax-free for all purposes. Furthermore, since no coconut oil
enters the United States in noticeable volume except that which is made from
copra originating in the Philippines or our dependencies the 3-cent processing
tax should be eliminated as applies to coconut oil of all origins. This would
obviate any claim that the removal of the processing tax was discriminatory in
favor of the Philippines.

SO0AP MARKET BEING CUT INTO BY SYNTHETIC DETERGENTS

The chief market for coconut oil in the United States has always been in the
soap kettle. It is coconut oil which supplies the free lathering qualities of
soap. This is due to the low molecular weight fatty acids in its make-up.
Domestic oils and fats contain fatty acids of high molecular weight. Hence
they do not lather freely.

In actual practice, no very large percentage of soap produced in the United
States, even when the supply is abundant, is made exclusively from coconut oil.



CUSTOMS SIMPLIFICATION ACT 43

The most generally satisfactory soap is made by using a mixture of coconut
oil with tallow or animal greases. The tallow provides the body and lasting
properties of the soap while the coconut oil provides the quick lathering property.
Thus coconut oil and tallow each supplement the other in making a satisfactory
soap.

Throughout the geographical area of the United States west of the Appalachian
Mountains, the water supply possesses varying degrees of hardness or alkalinity.
In much of the western part of the United States this hardness is most pro-
nounced. Soaps employed in such areas, therefore, must contain liberal per-
centages of coconut oil or otherwise they will not lather with any degree of
satisfaction. The general run of soaps employed throughout the United States as
a whole contains from 15 to 25 percent of coconut oil.

In areas east of the Appalachian Mountains, the water is less apt to be hard
or alkaline. There are, however, important areas east of the Appalachians
where the water is possessed of a considerable degree of alkalinity. Under
practical soap-making conditions, therefore, the soap manufacturer who produces
soap for household usage is obliged to put a substantial percentage of coconut
oil in all the soap produced, no matter in what section of the country marketed.

Synthetic detergents also have excellent detergent properties in water of
high alkalinity. These products which are made in the most part by the use of
benzene—largely the product of coke ovens—and sulfuric acid have come into
widespread use since the close of World War II. Their production began con-
siderable prior to World War II, but consumption was less than one-half pound
per capita until the war years. Coconut oil was then in very short supply due
to the occupation of the chief producing areas by the Japanese. Per capita con-
sumption stepped up to 1 pound in 1943. By 1947 the per capita consumption had
reached 3 pounds. In 1950 it was 8 pounds per capita.

Coinciding with the increase in the per capita consumption of synthetic deter-
gents there has been a drop in the per capita consumption of soap. According
to the Bureau of Agricultural Economics of the Department of Agriculture the
average per capita consumption of soap for the 4-year prewar period from 1938
to 1941 was 283/ pounds. In the year 1949 soap consumption dropped to 22
pounds per capita. It still stood at that figure at the end of 1950 despite a post-
Korean splurge of buying by the housewives.

As the consumption per capita of soap has declined the consumption of coco-
nut oil in soap has decreased. In the 4-year prewar period 193841, according
to the Fats and Oils Situation published by the Bureau of Agriculturl Econom-
ics, the consumption of coconut oil in soap averages 403,000,000 pounds per
annum. The average consumption in soap for the years 1949-50 was 269 mil-
lion pounds, which represents a drop of 134 million pounds. This represents
a decline of 33 percent.

The decline in the consumption of coconut oil in soap deprives my clients of
the opportunity which they might otherwise have had to crush an additional
106,000 short tons of copra per annum. It is a source of great concern to them.
They know that the loss of one-third of their market in the soap kettle is tied
in with the losing battle which soap is making against synthetic detergents. The
kinds of soap which can win the battle against synthetic detergents must con-
tain a high percent of coconut oil; but coconut oil must fight with one hand tied
behind its back as long as it bears the 3-cents-per-pound processing tax. Any re-
duction in the price of coconut oil which might result from the repeal of the 3-
cent-per-pound processing tax would put soap in that much better position to
compete with synthetic detergents.

DEPARTMENT OF DEFENSE STOCKPILES COCONUT OIL

Another reason for the repeal of the processing tax on coconut oil is the large
amount which is used for defense needs. The Munitions Board maintains a
stockpile of many thousands of tons. The strategic uses to which coconut oil
is put are as follows:

1. Synthetic, rubber.—Synthetic rubber utilizes the largest quantity of coco-
nut oil used in the defense program. It is used for the manufacture of mercap-
tan, one of the important ingredients of synthetic rubber. There is no approved
substitute.

2. In the manufacture of incendiary bombs such as napalm, coconut oil fatty
acids constitute 50 percent of the total fatty acid content. This use ranks
second in size.

The napalm bomb is one of our most valuable offense weapons on the Koream
front.

98600—52——4
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3. It is used as a plasticizer in the manufacture of superior nonclouding at
low temperatures safety glass for airplanes, tanks, trucks, and automobiles.

It is also used as a plasticizer in cellulose acetate molding powder for the
manufacture of auto, truck, airplane, tank, and radio parts. -

4. In synthetic resins.—One of the important uses of these resins is in the
production of the lining for food containers, the use of which is indispensable
in view of the current shortage of tin.

5. Inseeticides and germicides.—The Navy has a germicidal program which
<alls for the use of quaternary amines made from coconut oil in the produection
of germicides known variously as Navy Germicide, Tetrosan, etc.

6. Por use in the flotation process in the mining of materials such as potash.—
The mineral is dispersed in water. Coconut oil in processed form (quaternary
amines) is added. The bits of rock and other foreign material are buoyed up by
air bubbles introduced from the bottom of the container and can be skimmed off
along with the supernatant foam. The function of the processed coconut oil
is to act as a surface agent and by removal of the surface film to permit of a
more complete separation of the potash from extraneous materials than would
otherwise be possible. Coconut oil in processed form is also employed in the
flotation process in the mining of molybdenum.

7. Rubber substitutes such as hospital sheetings.—Coconut oil has an impor-
tant use as a plasticizer in the manufacture of rubber substitutes of the poly
vinyl ehloride type of resin.

8. In vulcanized rubber goods such as tires.—Lauric acid produced from coco-
nut oil is employed in the production of zinc laurate, which is used to shorten
materially the vuleanizing process in the production of automobile tires.

9. Coconut oil is employed in the production of sulfonated higher alcohols,
which in turn are employed in such important uses as:

(a) Wetting agents for use in the paper and pulp industries;

(b) In dyeing agents for textiles and leather;

{c) In electroplating;

(d) In insulating material.

Coconut oil, aside from its specific uses in the war effort, is of further im-
portance in that it yields approximately 40 percent more glycerine per pound
of oil than any domestically produced fat or oil, or, stated in other terms, ap-
proximately 140 pounds of domestic fats and oils must be consumed to make
the same amount of glycerine that 100 pounds of coconut oil would produce.

The needs for glycerine in substantial quantities include—

(a) Those for cordite, blasting powder, and explosives.

(b) Dynamite for mining iron for steel, copper, nickel, tungsten, molyb-
«denum, ete.

(¢) Protective coatings on ships, tanks, ete.

(d) Indirect defense requirements such as explosives for mining coal,
medicinal and drug supplies, protective coatings of all kinds, plasticizers,
and innumerable others.

All the fats are sources of glycerine, but in the past coconut oil has been a
source of approximately one-quarter of the glycerine produced domestically.

Every pound of coconut oil which is used for the foregoing strategic needs
pays the 3-cent-per-pound processing tax. There is no provision in the Internal
Revenue Code which permits an exemption for defense usages.

Defense usage of coconut oil currently makes up for some of the business
which the copra-crushing industry has lost due to the competition of synthetic
detergents, but this will last only during the rearmament period. Had it not
been for this business and the stockpiling program, the copra-crushing industry
would have been in a very bad way indeed due to the ground lost in their peace-
time markets in recent years. The extent to which over-all demand for coco-
nut oil has receded despite defense usage requirements is shown by comparing
domestic disappearance of coconut oil for the years 1949 and 1950 with the 4-
year prewar period—1938-41. Domestic disappearance in 1949 was 527,826,000
pounds and in 1950 it was 536,738,000 pounds, which included that used in the
rearmament program. The average for this 2-year period is 532,664,000 pounds.
The annual average of domestic disappearance in the 4-year prewar period,
1938-41, was 631,806,000 pounds or about 100 million pounds per annum greater.

While imports of copra and the copra equivalent of coconut oil imported
into the United States have declined to no great extent in the postwar period
this has been due largely to the importation of many thousands of tons of
copra and coconut oil by the Munitions Board for stockpiling for strategic
purposes and for defense need§ as previously dlsc_:ussed_. Total imports expressed
as copra for the postwar period 1946 to 1950, inclusive, averaged 486,403 long
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tons as compared to 495,126 long tons for the prewar period 1937 to 1941, in-
clusive. This represents a decline of 1.7 percent for the postwar period. Be-
tween these two periods the population of the United States increased 14.5 per-
cent. Copra and coconut oil imports should, therefore, have been more than 16
Jfrercent gréater had the prewar rate of importation per capita been retained.

UNITED STATES WORLD'S GREATEST EXPORTER OF OILS AND FATS

The world production of oils and fats, according to the Offi - of Foreign Agri-
.cultural Relations publication Foreign Crops and Markets of March 5, 1951,
amounted in the year 1950 to 22,900,000 short tons. Production in the United
States accounts for more than one-fourth, or, to be exact, 26.89 percent of, this
total. The annual copra and coconut oil production of the Philippine Islands
amounted in 1950 to 640,000 short tons in terms of oil—which is only 2.8 per-
cent of the world supply, of oils and fats. The Filipinos consume a considerable
tonnage of their production, i. e., about 75,000 short tons, which leaves around
565,000 short tons for export as copra and oil.

When the processing tax was levied on coconut oil in 1934 the United States
was a net importer of oils and fats, including the oil equivalent of imported
oilseeds, of about 1 billion pounds per annum. Under postwar conditions we
have assumed a position of net exporter of 1 billion pounds per annum.

The change in the American position from net importer to net exporter means
that whatever Philippine coconut oil is excluded from the United States by the
3-cent processing tax or the customs duties proposed in H. R. 1535 will be en-
countered by our exportable surpluses in world markets. Since the processing
tax depresses the market price for Philippine copra and coconut oil, the reten-
tion of the tax as such or as a customs duty will be detrimental to the very
interests it was originally designed to protect as they will be obliged to meet
its competition at a lower level of price than if admitted into the United States
to be absorbed by markets such as that in the soap-making field which is rapidly
being taken over by synthetic detergents.

Gentlemen, if I ‘were now a Member of Congress representing a distriet pro-
-ducing cottonseed or soybean oil I would surely fight to remove the 3-cent tax
-from coonut oil so that my constitutents might have the resulting advantage in
-world markets.

Exports of oils and fats from the United States in 1950, according to the Bureau
of Agricultural Economics publication Fats and Oils Situation for February-
‘March 1951, totaled 2,084,000,000 pounds, including oilseeds and fats and oils
products in terms of oil. Total United States production of oils and fats from
the 1950 crop, according to the June 2 issue of Fats and Oils Situation was
12,315,000,000 pounds (6,157,500 short tons). This means that at the rate of
1950 exportation we are selling close to 17 percent of our total production in
‘world markets.

Our edible oil and fat production from the 1950 crop was 8.9 billion pounds.
Principal exports of food oils and fats in 1950 were: lard, 501.4 million ; cotton-
-gseed oil, 140.2 million; soybean oil, including oil equivalent of soyheans, 486.7
million ; peanut oil, including oil equivalent of peanuts, 61.3 million. Total
.exports of edible oils and fats in 1950 were 1,218,800,000 pounds—which, applied
.against the 1950 crop of 8.9 billion pounds of edible oils show that exports moved
out at a rate of about 14 percent of total production.

The United States production of inedible fats and oils from domestic materials
is estimated by the Bureau of Agricultural Economics to bz around 3.4 billion
-pounds. Inedible tallows and greases account for the largest proportion of the
nonfood fats and oils production in the United States. Inedible tallow and grease
production in 1950, according to Fats and Oils Situation for May-June 1951, was
2,267,000,000 pounds. Of this production 67.3 million pounds of greases and 468.6
million pounds of inedible tallow were exported; a total of 535.9 million pounds.
This figure represents 23.6 percent of total production which had to be sold in
world markets in 1950. Other exports of inedible oils and fats in 19350 include:
fish oils, 76 million pounds and linseed oil and oil equivalent of flaxceed, €4.7
-million pounds. These figures on exports show that there could be no possible
-means whereby the United States could profit either on its edible or inedible
production of oils and fats from retaining the 3-cent per pound processing tax
~on coconut.eoil.

Mr. Chairman, the problem of the Filipino is how to get dollars. He needs
dollars to pay for the canned milk, flour, canned fish, and other food products
which he buys from the United States. He needs them for the fertilizer, agricul-
:tural implements, and textiles he buys from us. Since coconut products represent
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58 percent of Philippine exports, the quickest way to increase the Filipino’s sup~
ply of earned dollars is to repeal the 3-cent processing tax on coconut oil. Not
only would we have the satisfaction of having removed an unjust tax which
directly affects the Philippines and no other country, but we would enhance the-
ability of the Filipino to buy more of the products of the United States.

H. R. 1535 PROPOSES TO FREEZE COPRA AND COCONUT-OIL TAXES UNTIL 1947

Section 23 of H. R. 1535 contains a very novel proposal. While it proposes to»
convert the processing taxes to customs duties, it says on page 43 that the Phil-
ippine Republic must continue to consider them as “internal taxes.” In other
words, we set up a legal fiction. The purpose of the creation of this legal fiction
is to prevent the Philippine Republic from claiming exemption from them as
customs duties under section 201 of the Philippine Trade Act of 1946. The
following paragraph, however, cuts even deeper. It provides that the con-
verted duties may not be subject to modification under section 350 of the Tariff
Act of 1950. In other words, it is proposed after converting the tax to a cus-
toms duty to freeze it until July 3, 1974. This appears to be a most unjust way
to treat the Philippines for whose welfare we continue to bear responsibility.

The 3-cent processing tax was levied in 1934. The Reciprocal Trade Agreement
Act likewise went into effect in 1934. During the 17 years that it has been in.
effect we have lowered, through reciprocal trade agreements with many nations,.
‘thousands of tariff duties. With few of these nations have we had ties as close-
as those between the United States and the Philippines. Yet in the 17 years
that the 3-cent-per-pound processing tax has been in effect against Philippine
coconut o0il we have made no effort to modify it.

In the specific instance of babassu oil, the United States has utilized section.
350 of the Tariff Act of 1930 to bind a closely competitive oil on the free list.
Babassu oil like coconut oil is high in laurie acid. It is this fatty acid which
makes them valuable for many essential needs. Both contain in excess of”
45 percent lauric acid. Babassu is the only other high lauriec acid oil which
is rerdily available to the United States markef. Babassu oil was initially-
bound on the free list in the trade agreement effected with Brazil in 1936. It
was again bound in the General Agreement on Tariffs and Trade as negotiated
at Geneva in 1947. The Philippine Republic insists that this is discriminatory-
and a violation of the Philippine Trade Act of 1946 and their trade agreement
with us; and I think they are right. The discrimination ought to be removed
by the repeal of the 3-cent tax on coconut oil. This action is all the more
requisite now because the United States Government is taking steps under the-
point 4 program for Brazil to increase the production of babassu oil. The point
4 program would promote mechanization of the industry and improve trans--
portation conditions in babassu growing areas.

As I have stated, it is proposed in H. R. 1535 to freeze the 3-cent processing:
tax, after conversion to a customs duty, for an additional 23 years. The
finality which would be indicated by an action of this kind would seem to
mean that the inherent injustice in the 3-cent per pound processing tax could
never be rectified. Gentlemen, I just do not believe that the hearts of the
people of the United States are that calloused. The Philippines are still our
responsibility and will be until their independence is a success. Their craft
is already wobbling in the 8-year free-trade period of the Philippine Trade
Act of 1946 which everyone had hoped would be an easy passage. They are
to hit the first rapids after July 4, 1954, when we begin to apply graduated tariff
duties to part of their exports to us and declining quotas to the balance. I doubt
that they cap negotiate the passage unless we do something to help their chief
industry, namely, the coconut products industry, and that means to repeal the
processing tax.

A very simple amendment will accomplish the objective: It would be to
insert a new paragraph (b) on page 39 of H. R. 1535, reading: “Section 2470
(a) (1), Internal Revenue Code (U. 8. C., 1946 edition, title 26, sec. 2470 (a)
(1)), is amended by striking out the words ‘coconut oil” following the words
‘processing of’.”

1t will also be necessary to remove from the various subdivisions of section
23 of H. R. 1535 all reference to the proposed change-over of the 3-cent per
pound processing tax to a tariff duty applicable to copra and coconut oil.
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TABLE I.—20 leading Philippine exports, 1950

Commodity or article Amount Commodity or article Amount
070) ¢ ¢ N, $136, 415,957 || Tobacco and manufactures.____.... $1, 736, 633
Sugar, centrifugal . ______ 48,839,946 || Scrapmetals_______________. 1, 652, 266
_Abac, unmanufactured. . . . 40,132, 744 {| Shells and manufactures.. 933, 390
Desiccated coconut_ .. ____ 23,967,834 || Rattan furmture.____. . 688, 027
Coconut ofl________.__._.__.__. 21,738,017 || Chemicals. ... ____.______ 622, 229
Logs and lumber (cubic meters) . 9,819,055 || Abacé, manufactures, except rope._. 583, 728
Pineapples, canned.. __._____. 9,681,381 || MolasseS. ..o i 537,277
Base metals, ores, ete. 9,001,410 || Bunta hats (numbers)._._____________ 320, 157
Embroideries. ... 5, 638, 176 ——
~Copra meal or cake. 3, 109, 786 Total . - ... 319, 389, 989
1) ¢ - TN 2,000,212 |{ Coconut products (58 percent of
~Gold and concentrates 1,971,764 total) oo 185, 231, 594

Source: Philippine Newsletter, vol. I, No, 1, June 15, 1951.

"TaBLE II.—Use of coconut, cottonseed, and soyabean oils in margarine—Per-
centage of total oils used and production of margarine, fiscal years (ending
June 30), 1924 to 1950, inclusive

+.| Produc-
Total oilsj
Coconut | Per- | Cotton | Per- : Per- | Other | Per- tion of
Year oil! |cent?| oil! |cent?]SO¥2OUlltconta) Toil1 | cent? ag;iegalts oleomar-
garine !

_______ 101,081 | 50 204, 780 239, 699
85,084 | 46 185, 499 215, 403

I

43, 689 9 498,129 612, 999
33, 081 7 448, 582 549, 202
31,067 [ 523, 232 642, 406
30, 610 4 723, 743 890, 334

9, 056 1.9 [ 689,741 858, 613
11,442 2 711,172 875, 720

1 In thousands of pounds.
1 Percentage of ““Total oils and fats.”

Source: Annual Report of the Commissioner of Internal Revenue.

CHAMBER OF COMMERCE OF THE UNITED STATES,
DEPARTMENT OF GOVERNMENTAL AFFAIRS,
Washington, D. C., January 23, 1952.
‘The Honorable WALTER F. GEORGE,
Chairman, Senate Finance Committee,
United States Senate, Washington, D. C.

Dear SeENATOR GEORGE: The Chamber of Commerce of the United States of
-America wishes to register its approval of the purposes of H. R. 5505 as set
forth in the report of the House Comniittee on Ways and Means, October 1, 1951,

The purposes of this bill (H. R. 5505), as passed by the House on October 15,
1951, and now receiving the consideration of your committee, are in full accord
with the policies of this organization.
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I am attaching the attitude of the national chamber’s membership on this.
subject.
Respectfully yours,
(Signed) C. R. Miles,
(Typed) Crarence R. MILES.

PoLicy STATEMENT OoF MEMBERS OF THE CHAMBER OF COMMERCE OF THE UNITED
STATES FAVORING CUSTOMS PROCEDURE REVISIONS

We recommend that all countries seek to moedernize, simplify, and: standaedize:
their consular and customs administrative regulations and eonsular and trade:
formalities and documentation by thorough and over-all revisions. We need'
immediate administrative and legislative action to effect modernization and sim-
plification of our customs administrative regulations and customs provisions of
our tariff laws.

The Treasury Department should immediately effect desirable changes which
can be accomplished by administrative action, and transmit to Congress its
recommendations for changes requiring legislative action. The Treasury Depart-
ment, in cooperation with its Customs Bureau, the Departments of State and
Commerce, the United States Tariff Commission, -and any other appropriate:
Government agencies, should continue to survey such laws and regulations.

Witriams, CLArRKE Co.
Wilmington, Calif., January 26, 1952.
Hon. WaLTeR F. GEORGE,
Chairman, Senate Finance Committee,
Washington, D. O.

DEear Sir: We refer you to H. R. 5505, Customs Simplification Act, now before
the Senate Finance Committee for consideration, it having passed the House
on October 15, 1951. We heartily endorse this bill for its purpose and necessity
and trust that you will exercise your influence with the committee and on the
floor of the Senate to provide the support necessary for its emactment into
law.

This bill does, however, contain certain features which in our experience we
firmly believe need to be remedied to make it the law it hould be. To this end
we supply the following information for your guidance and request that you
seek the changes in the law to correct the deficiencies to be outlined.

Section 13 of the proposed bill should set a definite time limitation within
which the customs appraiser must complete his appraisement. In the past,
as now, without such a time limit it is not uncommon for an appraisement re-
quiring payment of increased duties to be completed 10 years or more after
the goods have arrived, been entered, and delivered to the importer. You can
readily see that such delay can result in many situations detrimental both to
the Government and the importer. From the importer’s standpoint it may cause
serious financial difficulty, and more important, when an importer knows that
certain items will be subject to delays because of withheld appraisement, he
will cancel orders for such merchandise thus interrupting a normal flow of
trade. Such delays may also cause the Government to lose revenue for, in such
a period of time, the importer or his surety may become nonexistent or bankrupt,
making collections impossible. Certainly an agreement could be reached as to
what would constitute a reasonable time in which the appraiser should be re-
quired to determine the value of imported merchandise entered in the usual
normal customs procedure.

Section 16 of the bill would increase the ceiling on informal entries from
$100 to $250. Here we are concerned with commercial shipments only. It is
estimated that under the proposed bill, and using mail, air and surface trans-
portation facilities it would be possible for a single importer to bring into the
country merchandise valued at a minimum of $250,000 per year. '

Since merchandise imported-informally is not subject to expert examination
classification, and appraisement, it is logical to presume that importers woul(i
flock to adopt this method of importation. The normal customs safeguards and
importations of embroidery, handkerchiefs, semiprecious and synthetic stoneg
and many other commodities would disappear and the way to many abuses
would be wide open.

In addition, since each present formal entry would be broken up into many
informal entries, the number of transactions would be multiplied and customs:
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personnel would have to be increased accordingly, thus causing greuter ex-
penditure instead of the economy which is sought.

Re section 17: This proposed section eliminates amendment of entries and
deals with duties on undervaluation. The proposal which would abolish the
right of amendment of an entry under any circumstances once an entry has been
made is too harsh and is entirely unnecessary. There are situations where,
from the point of view of the Government, of the customhouse broker, and of
the importer, it would be salutary to permit amendment of entries. Without the
right to amend the entry, the additional duties provided for in this section may
well be imposed upon an innocent person who, if permitted to amend his entry,
would have avoided these additional duties and yet paid to the Government what
was lawfully due.

We belidve that the concept of additional duties is wrong and should be dis-
carded entirely. If there is an honest dispute between an importer and the
Government, the dispute should be resolved in the proper forum without any
penalty. If an importer is fraudulent or deceptive, there are other provisions of.
law which amply punish him, either through criminal prosecution or civil
penalties against him personally or against the goods imported.

We believe-the above-mentioned observations are of the greatest interest to
the entire importing community and it is for this reason that we present them to
you and solicit your support of them,

Should you need additional information, verification, or other data in reference
to the foregoing, please let us know as we want to assist you in any way pos-
sible with this matter.

Very truly yours,
WiLriams, CLARKE Co.
By JaMEs CLARKE

NATIONAL ForricN TRADE CouNciL, INC.,
New York, N. Y., February 4, 1952.
Reference H. R. 5505

Hon. WALTER F. GEORGE,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. O.

My Dear SENATOR GEORGE: The National Foreign Trade Council for many
years has urged a simplification of United States customs administration. The
final declaration of the Thirty-eighth National Foreign Trade Convention, held
in New York October 29-31, 1951, contained the following recommendation on
customs simplification :

“The convention is gratified that the House of Representatives has recently
approved, by voice vote, the customs simplification bill, H. R. 5505. It urges that
the Senate complete action on this legislation promptly at the next session of
Congress. It expresses the hope, however, that the Senate will give careful con-
sideration to the suggestions for amendment submitted by business to the House
Ways and Means Committee.

“The convention commends the Treasury Department and the Bureau of
Customs for the progress made in simplifying customs procedures where such
steps could be taken without new legislative authorization. It regards the pro-
posed revision of the draw-back procedure, and the administrative improve-
ments which have been instituted in the inspection and clearance of certain bulk
shipments, as well as mail and air entries, as significant achievements in this
direction.

“The Foreign Trade Zones Board is also commended for the completion, in
cooperation with the Bureau of Customs, of simplified regulations and procedures
for merchandise transferred to our foreign-trade zones.”

Among the suggestions which our council made to the House Ways and Means
Committee for-amendment of H. R. 1535 (the previous Simplification Act) were
the following :

“Reference: Section 313 (b) of the Tariff Act of 1980—Ewxtension of time limita-
tion to 3 years
“Section 313 (b) as constituted in the Tariff Act of 1930 contains a time limi-
tation of 1 year in which the imported sugar, nonferrous metals, or ores con-
taining nonferrous metal, may be used in manufacture. The proposed extension
to 3 years seeks to place articles manufactured under section 313 (b) on a more
equitable basis vis-2-vis articles manufactured under section 313 (a) which
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by virtue of section 313 (h) are limited only to the extent that they are required
to be exported within 3 years fromr date of importation of the duty paid com-
ponent.

“The 1-year restriction is considered impractical under normal export-trade
conditions and even more so in the light of the artificial trade barriers imposed
on foreign commerce under the circumstances prevalent today. Conditions be-
yond the control of the manufacturer make it extremely difficult if not impossible
for him to predetermine the export market potential within the 1-year period
provided by section 313 (b). Occasionally, hardships are provoked through emer-
gencies arising fromr foreign political disturbances, world-wide economic set-
backs, wars, and strikes, which seriously restrict the scope of the manufacturer’s
export production. It was the result of the emergency caused by the recent World
‘War that brought about Presidential Proclamation No. 2566, issued August 7,
1942, extending section 313 (b) to 3 years with respect to sugar.

“Reference: Section 313 (h) of the Tariff Act of 1930—Extensions of time limita-
tion to 5 years

“The proposed amendment seeks to extend the time limitation in which the
manufactured products may be exported to 5 years from the date of importation,

“The amendment would remove an inequity which has been caused by the
conflict between section 557 of the Tariff Act of 1930 which authorizes imported
merchandise to remain in bonded customs warehouses for a period of 3 years and
the present provisions of section 313 (h) which require the draw-back articles
to be manufactured and exported within the same period. The bonded ware-
house privilege is thus partially nullified in the case of merchandise used in the
manufacture of draw-back articles,

‘“We believe these proposals will be acceptable to the Department of the Treas-
ury, in view of the statement made to your committee by Mr. John S. Graham,
Acting Secretary of the Treasury, in his letter of February 13, 1950, in connec-
tion with H. R. 4612, as follows:

“‘The Department perceives no objection to allowing a period of 3 years
instead of 1 year for the use of imported duty-paid merchandise and for the
manufacture or production of the exported articles. In fact a 3-year period
is now permitted in the case of sugar under the authority of Proclamation
No. 2566 issued by the President on August 7, 1942, and Treasury Decision 50703
issued by the Secretary of the Freasury on Augsut 12, 1942, No administra-
tive difficulty has been experienced in that connection.

“ ‘The Department also perceives no objection to allowing a period of 5 years
after importaton of the imported merchandise instead of 38 years in which to
export the completed article.

“‘If either the amendment providing a 3-year period for the use of the im-
ported duty-paid merchandise and for the manufacture or production of the
exported articles or the amendment providing a 5-year period in which to
export the completed articles is adopted, it is suggested that suitable language
be incorporated in the amendment limiting its application to transactions to
which the previous time limit shall have expired prior to the enactment of
the amendment. Some such limitation is considered necessary in order to
avoid confusion and administrative difficulties.’ ”’

We respectfully request that these recommendations be considered and be
made part of the record of your committee’s hearings on H. R. 5505.

Sincerely yours,
WiLLIAM S. SWINGLE, President.

JTLLINOIS MANUFACTURERS’ ASSOCIATION,
Chicago, Ill., January 31, 1952.
‘Customs simplification bill (H. R. 5505).
Hon. WALTER F. GEORGE,
Chairman, Senate Finance Commilttee,
Senate Office Building, Washington, D. C.

Dear SENATOR GEORGE: The above measure which is pending before the
Sepate Finance Committee has been given consideration by members of our
International Trade Committee. Our committee respectfully suggests that the
Senate Finance Committee give consideration to incorporating an amendment
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relating to the appraisement of merchandise in section 488 of H. R. 5505,
so that there may be some determination and finality to the transaction.

Our committee believes that if the following wording was added to section
488: —“If the appraiser has not completed his appraisement of any given
entry within 90 days of the original entry, then, except for fraud, the original
entry as made by the importer shall be the final entry, and all assessments
shall be based thereon.”—it would cover a situation whereby a merchant bring-
ing merchandise into this country, having it appraised, and within 5 years
thereafter such appraisement may have been changed. In event a low duty
was levied on the merchandise and the merchant calculated such low duty into
his cost, sold the goods and subsequently a revised appraisement was made,
the merchant may have a disinct loss. We believe that the adoption of this
clarification would result in an improvement over existing laws.

Your courtesy and consideration will be genuinely appreciated by all con-
cerned.

Cordially yours,
James L. DoNNELLY, Erecutive Vice President.

THE ToiLET Goobps ASSOCIATION, INC.,
New York 20, N. Y., February 21, 1952.

Re customs simplification bill (H. R. 5505).
Hon. WALTER F. GEORGE,
Chairman, Senate Finance Committee,
Senate Office Building, Washington 25, D. C.

DEeAR SENATOR GEORGE: I am writing to place before your committee the posi-
tion of the Toilet Goods Association, representing 90 percent by volume of the
production of perfumes, cosmetics, and other toilet preparations with respect
to H. R. 5505, customs simplification bill. It is my understanding that your com-
mittee will consider this bill very shortly.

One of the provisions of it would, in our opinion, be very damaging to the
manufacturers represented by this association. That is the proposal to raise
the valuation of parcels imported into the United States, other than in the
baggage of individual passengers, to $10.

A recent survey of the imports of perfumes and other articles subject to the 20-
percent excise tax and to the prevailing rates of duty disclosed that more of
these products were imported in passengers’ baggage and by mail than were
sold in all the leading stores in the United States. A great many of our mem-
bers who are legitimate importers of foreign perfumes and cosmetics have found
it difficult to compete with the flood of parcel post imports of products in their
categories. They have tried to invoke section 526 of the tariff act which prohibits
such imports when they bear American-owned trade-marks. This effort has
met with very little success.

Already a considerable number of mail order houses have begun to advertise
that they could bring these products from abroad by mail direct to individual
purchasers in the United States and it is our understanding that some of these
have built up a substantial business. An increase of the permitted valuation
to $10 would be a terrific stimulus to these mail order houses and accordingly
damaging to legitimate American companies engaged in the import business.

It is quite obvious since these companies would not pay the customs duty nor
would they pay the 20-percent retail excise tax applicable to this category of
products, that revenues to the United States would probably be seriously reduced.

We trust your committee will consider retaining the présent lower level of
valuation rather than permit this increase to take place. Should there be hear-
ings on this matter, we do not desire to take the time of your committee for a
personal appearance but we would appreciate your making this letter a part of
the records of such hearings.

Cordially yours,
S. L. MAYHAM,
Ewecutive Vice President
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CLOSE & STEWART,
Spokane, Wash., February 11, 1952,
Hon. Hagry C. CAIN,
United States Senator, Washington,
Senate Office Building, Washington, D. C.

My DEAR SENATOR : There is a matter in which the writer is vitally interested
due to come before the Senate Finance Committee very shortly and I am writing
you to solicit your assistance in avoiding having the Senate make the same
Serious mistake that was recently made by the House of Representatives.

CUSTOMS SIMPLIFICATION ACT (H. R. 5505)

The sbove numbered and captioned bill, we are informed, was recently passed
by the House of Representatives, in the face of very strenuous objections by
various organizations and individuals familiar with our customs laws, regula-
tions, procedure, and practice, and we are informed that this bill will come before
the Senate Finance Committee within a short time, and believing that our
honerable Representatives made a serious mistake when voting to pass this bill,
and fearing that perhaps our honorable Senators may not be any more familiar
with the customs laws, regulations, and procedure and practice than was our
Representatives, when they passed this bill, which, to those who are familiar
with the things covered by it, it is a very vicious bill in many respects, we desire
to join with other individuals and organizations and firms in protesting its
passage, in its present form.

Egpecially we call your attention to the following:

Section 13, as passed by the House, is defective.

1. The appraiser should definitely state in his final appraisement what he has
used as a basis of value, i. e., export value, United States value, etc.

2. There should be a definite time limitation within which the appraiser must
complete his appraisement. In the past, as well at this time, it is not uncommon
for appraisements which require the payment of increased or additional duties,
sometimes of substantial amounts, are not completed for a period of from 5 to 10
years, the merchandise affected has long ago been disposed of and all but
forrotten, by both the importer and his broker, or perhaps the firm has changed
bands or has passed to younger management, or many other possible circum-
stances, and such delayed appraisements are bound to work unnecessary hard-
ships upon some who may be the most innocent person imaginable, who perhaps
never heard of or knew nothing of the circumstances or the transaction.

Section 16: We are definitely opposed to the proposed changes in this section.
We individually do not and we doubt if there are many who would object to
increasing the ceiling on informal! entries of noncommercial merchandise from
$100 as at present to $250, but to extend the ceiling on other importations would
be like throwing open the door and asking every merchant or importer to help
themselves, a very dangerous suggestion, and we believe one that will eventually
dig deep into the revenue from imports, and surely it should not be object of
our lawmakers to decrease the revenue, as the outcome would be still more taxes.

Such a proceeding would give every importer a chance to arrange with his
suppliers to divide shipments as he now gets them and bring individual ship-
ment below $250 and forward them per parcel post or otherwise, and he would
have the benefit of being exempt from expert examinatiofi, classification, and
appraisement, and esperially to unscrupulous importers, it would give them
every chance to violate all the present regulations as to consular requirements
and they could easily carry on an enormous import business without being sub-
Jeet to the rules as to examination, classification, and appraisement of imports
which now between $100 and $250 are subject to all the requirements of the
customs rules and regulations with reference to examination classification and
appraisement.

There would also be far more numerous importations than at present as instead
of four or five importations per year they would increase the number to one or
two per month and still come within the requirements of the proposed changed
bill.

Section 17: The proposed elimination of the privilege of amending entries is
-entirely unnecessary and will result in innocent individuals or companies being
‘subjected to excessive penalties, which many times are caused by circumstances
over which such individuals have no control, and it would give the customs
unchallenged authority to assess such penalties, and we believe that in prac-
tically all cases where there is an honest dispute between the importer and the
«customs it can readily be settled through proper forum, and if there are fraudu-
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lent or @eceptive Tmporters there are other provisions of law which can be used
in such cases and we further believe that the idea of additional duties should
‘be eliminated emtirely.

Since these are points which will directly affect the rank and file of importers
.and brokers and may be passed upon suggestions and recommendations of indi-
viduals desiring to establish a more drastic method of handling customs transac-
tions we feel that the honorable Senators who compose the Finance Committee
‘should withhold action on this legislation until they have an opportunity to
inform themselves on these particular items.

We have heard for years that the customs laws and regulations were going
‘to be simplified, but the proposed changes as shown in this bill complicates
rather than simplifies the operations and procedure and practice in the importa-
tion of merchandise and does not make for any safer or more equitable procedure
for the Government but rather has a tendency to instill the practice of a heavier
iron hand. If there are going to be changes made let them be for the improve-
ment of our present methods, instead of making the whole precedure more and
more complicated.

We urgently request your cooperation in this matter in the best interests of
Jboth the Government and the importers of foreign merchandise.

Yours very truly,
CLOSE AND STEWART,
Per Rarpe M. CLOSE.

THE CHAMBER OF COMMERCE OF KANSAs CITY,
Kansas City, Mo., February 28, 1952.
Hon. WALTER F. GEORGE,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.

DEAR SENATOR GEORGE: At the time that the Customs Simplification Act of
1951 was before the House of Representatives, the Kansas City Chamber of
“Commerce expressed itself as being in favor of the enactment of this bill.

The foreign trade committee has given consideration to H. R. 55035, the
revamped Customs Simplification Act of 1951, which is now before the Senate
Finance Committee, and heartily endorses this proposed legislation. However,
“we should like to recommend for your consideration the following changes:

(1) That amendments of entries should be permitted. However, once a col-
lector has determined the duty, it should not be permitted to be changed upward.
On the other hand, if the importer desires to lower the rate, he should be per-
.mitted to make an amendment to that effect within 60 days and also have the
right to undertake to make an appeal.

(2) Section 13, the collector should advise in each case whether he used the
export value or the United States value. The lower of the two should be used,
not the higher. It is recommended that the collector should use, when determin-
ing the latter, actual commissions, profits or other deductions and not arbitrarily
‘limited amounts.

The careful and favorable consideration by your committee of H. R. 5505 and
‘the changes suggested above will be greatly appreciated by the import interests
-of Kansas City.

Very truly yours,
ARTHUR O. TERREL,
Chairman, Foreign Trade Committee.

PRINCETON UNIVERSITY,
THE LIBRARY,

Princeton, N. J., February 29, 1952.
"Hon. H. ALEXANDER SMITH,

United States Senate, Washington, D .C.

Dear SENaTOR SMITH: The House bill concerning the Customs Simplification
Act, H. R. 5505, has been accepted by the Senate Finance Committee, and I under-
‘stand that the committee is accepting the wording of the House bill instead of
introducing similar legislation. Libraries are particularly interested in section
15, which is on pages 15 and 16 of Report No. 1089, Bighty-second Congress,
first seéssion, and we hope that the informal entry of books can be handled in
accordance with that section so far as libraries are concerned.

Sincerely yours,” -~ °
LawreENCcE HEYL, Associate Librarian.
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NATIONAL ASSOCIATION OF WASTE MATERIAL DEALERS, INC.,
New York, N. Y., April 1, 1952.
Hon. WaLTER . GEORGE,

Chairman, Committee on Finance, United States Senate,
Washington, D. C.

Dear Sir: We understand that the Committee on Finance, United States
Senate, of which you are chairman, is considering H. R. 5505, passed by the
House of Representatives in the first session of the Eighty-second Congress and
known as the Customs Simplication Act of 1951.

We hereby go on record with your committee that our seven commodity divi-
sions, comprising the National Association of Waste Material Dealers, Inc., are-
unanimously in favor of this bill being enacted into law during the present session
of the Congress.

We shall appreciate your presenting this letter to the Committee on Finance-
and sincerely hope that that it will take favorable action on it, and that it will be-
enacted into law promptly.

Respectfully submitted.

CrLinton M. WHITE,
Ew®ecutive Vice President.

TueE Purcern Co., INc.,

Lexington, Ky., March 28, 1952.
Senator Tom UNDERWOOD,

Washington, D. C.

Dear ToM : I have just read an article on the Customs Simplification Act, H. R..
5505, which I understand is before the Senate Finance Committee at this time,.
and I hope you feel that this bill should be opposed, as I believe it would be a
terrific blow to the American retailer, as the majority of our items in our store,
or any retail store, sells for less than $10, and if we are to have the additional
competition of all foreign countries of their low-priced merchandise, that our-
business would be affected seriously.

You may not realize it, but the average sale in this store, even though we-
sell many large units such as furniture and major appliances, is less than $5,.
so that you can see how this competition would affect this one store alone. For
your information, I received a catalog from England the last few days, in which
they list about 50 items and by far the majority of these items are priced at
less than $10, and of course, while we both know that the merchandise is not
superior to the American made, many people would think it smart to have mer-
chandise that is imported.

There sems to be what is called a “protected” provision in this bill, that is called
the safeguard, which would prohibit ¢. 0. 4. shipments. Certainly anyone can
realize this can have no effect whatever on purchasing this merchandise, and:
would certainly set up competition for the American businessman from the very
countries that we are being taxed considerably to help.

I hope you will give this bill your consideration and take whatever steps pos--
sible to defeat same.

Sincerely,
(Signed) Lynn.
(Typed) LYNN E. GROGAN, Vice President.

AMERICAN WATCOH ASSOCIATION, INC.,
New York, N. Y., April 1952.
Re H. R. 5505, an act to amend certain administrative provisions of the Tarift’
Act of 1930, and related laws, and for other purposes.
Hon. WALTER F. GEORGE,
Chairman, Commitiee on Finance,
United ' Stotes Senale, Washington, D. O.

SIr: We refer to bill H. R. 5505 to amend certain administrative provisions ot-
the Tariff Act of 1930, and related laws, and for other purposes, the chief object
of which we understand is the streamlining of customs procedures.

This association in general favors any legislative action which tends to sim-
plify the administration of the customs laws, or which proposes constructive-
changes in technical customs procedure, However, we do not favor the inclusion.
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in such legislation of provisions which would result in injury to domestic business,
including that of importers and retail dealers.

In this connection, we are particularly concerned about the amendment to
section 321 of the present Tariff Act, proposed by section 11, subdivision (b)
(2) of said H. R. 5505. ,

Section 7 of the Customs Administrative Act of 1938 (U. S. C., 1946 ed., title
19, sec. 1321) amended the Tariff Act of 1930 by adding at the end of part I of
title III a new section entitled “Sec. 321. Administrative Exemptions,” which
Teads in part as follows:

“Collectors of customs are hereby authorized, under such regulations as the
Secretary of the Treasury may prescribe, * * *  to admit articles free
of duty when the expense and inconvenience of collecting the duty accruing
thereon would be disproportionate to the amount of such duty, but the aggre-
gate value of articles imported by one person on one day and exempted from the
payment of duty under ghe authority of this section shall not exceed $5 in the
«case of articles accompanying, and for the personal or household use of, persons
arriving in the United States, or, $1 in any other case.”

It will be noted that under the above-quoted provisions of said section 321,
articles exceeding $1 in value, accompanying persons arriving in the United
States but not for their personal or household use, and also articles exceeding
-$1 in value, imported otherwise than on the person or in the accompanying bag-
gage of a person arriving in the United States, are not exempt from the payment
of duty.

Section 11 of H. R. 5505 proposes certain amendments to said section 321, in-
-cluding the following:

“SEC. 321. ADMINISTRATIVE EXEMPTIONS

“(a) * * %,

“(b) Subject to such exceptions and under such regulations as the Secretary
-of the Treasury shall prescribe, articles (not including alcoholic beverages,
manufactured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty
and of any tax imposed on or by reason of importation in the following cases :

“(1) When the articles are on the person or in the accompanying baggage of
.an individual arriving in the United States who is not entitled to any exemption
from duty or tax under paragraph 1798 (¢) (2) of this Act and the aggregate
‘value of such articles is not over $10, if the articles are intended for the personal
or household use of such individual and not for sale, or $5 in any other case.
This exemption shall not be allowed to any person more than once in one day.

“(2) When the articles are imported otherwise than on the person or in the
.accompanying baggage of an individual arriving in the United States and the
.aggregate value of all articles in the shipment is not over $10, if the articles
are intended for the personal or household use of the consignee and not for sale,
or $5 in any other case. The privilege of this subdivision shall not be granted to
any C. O. D. shipment or in any case in which merchandise covered by a single
order or contract is forwarded in separate lots to secure the benefit of this
.subdivision.

“(e¢) The purpose of this section is to avoid expense and [nconvenience to the
Government disproportionate to the amount of revenue that would otherwise be
-collected. Therefore, the Secretary of the Treasury is authorized by regulations
to diminish any dollar amount specified heretofore in this section and to preseribe
exceptions to any exemption provided for in this section whenever he finds that
-such diminutions or exceptions are consistent with the purpose above stated, or
are for any reason necessary to protect the revenue or to prevent unlawful
-importations.”

It will be noted that the proposed amendments provided by subdivisions (b)
(1) and (2), quoted above, constitute a dra.stic d_eparture from the former
practice respecting the dutiable status of articles imported on the person or
‘in the accompanying baggage of a person, and those imported otherwise than
on the person or in the accompanying baggage of a person arriving in the United
‘States. Since subdivision (b) (1) provides for articles imported on the person
or in the accompanying baggage of an individual arriving in the United States, it
is clear that subdivision (b) (2) applies exclusively to articles imported other-
wise than on the person or in the accompanying baggage of an individual arriv-
ing in the United States. . o

We do not favor the amendment proposed by said subdivision (b) (2) and
.desire to record our firm opposition thereto. The members of this association
.are convinced from their experience in the domest_lc watch industry that the
-right to import articles free of duty and tax, as provided in proposed subdivision



56 CUSTOMS SIMPLIFICATION ACT

(b) (2), to an aggregate value of $10, when intended for the personal or liouse--
hold use of the consignee and not for sale, or to an aggregate value of $5 in any
other case, will cause much hardship and result in serious injury to a large
number of domestic retail dealers, as well as to manufacturers, wholesalers, and
importers engaged in business in this country.

The members of this association are engaged in the wholesale watch business
in the United States and represent a substantial portion of that industry. The
majority of our members produce watches in this country with the use of im-
ported and domestic materials. Watches are also imported complete by some of
our members and all of these watches, whether produced in this couniry or
imported complete, are merchandised through over 30,000 retail jewelers, depart-
ment stores, and other retail outlets. Past experience has shown that the watch
industry is a highly competitive one and that customs duties, and the retail
excise taxes, are an important consideration in the price the ultimate consumer
pays for our products.

So, with respect to watches, if proposed subdivisiof (b) (2) is enacted into
law in its present form, it would provide an opportunity for any number of
alert domestic and foreign persons or firms to establish foreign businesses (o
supply directly to consumers in this country, for their peronal use, millions of
watches that are now supplied by those engaged in the domestic watrh busiuess,
and at prices which it would be impossible for the domestic firms to meet. TUnder
subdivision (b) (2) watches could be advertised here for purchase and importa-
tion directly by consumers at prices not including customs duty and retail excise
tax, and this would constitute such a tremendous appeal to the huyers that the
volume of such business quickly would grow to substantial proportions. Nomestic
retail dealers could not possibly compete pricewise with foreign sellers engaged
in that kind of business.

The effect of subdivision (b) (2) is to bypass the regular importers, distrib-
utors, and retail dealers. Transactions under this proposed provision would
avoid not only customs duties and excise taxes, but also sales taxes, and the
costs nsually incurred by those engaged in the importing and entry of merchandise
into ‘his country, as well as Federal and State income taxes on the profits, and
all olher provisions relating to social security taXes, unemployment taxes, and
similar obligations. The volume of watches supplied under this proposed pro-
vision, under such conditions, rapidly would reach at least 3 million units a vear
and in time probably would materially exceed this figure.

Under such circumstances, the low and medium priced watch business of the
retail jewelers and others dealing in such watches would be virtually ruined,
with the result that the business of the regular watch importers, manufactuvers,
and distributors, who are the suppliers of the retail jewelers, likewise would be
seriously injured.

It is obvious that what we have stated concerning the direct purchase of
watches by consumers from foreign suppliers applies with equal force to thou-
sands of other items which could be imported under subdivision (b) (2) free
of duty and excise tax, and of the other obligations above mentioned, if this
proposed amendment is enacted into law. Some of the more important goads
would include perfumes and other toilet articles, ccstume jewelry, wearing ap-
parel, shoes and other leather goods, glassware, hardware and tools, and food-
stuff. The business of all of the regular domestic manufacturers and pro-
ducers, importers, wholesalers, and retail dealers handing such items, and
hundreds of others, unquestionably would he adversely affected by the imports
that would surely follow the passage of said amendment.

The tremendous possibilities offered by proposed subdivision (b) (2) un-
doubtedly would be taken advantage of by many foreign suppliers at the earliest
moment after enactment. Also, domestic suppliers cculd open branches in
contiguous countries, such as Canada and Mexico, for the purpose of availing
themselves of the benefits to be derived by doing the business possible under
this proposed amendment.

We recognize that under proposed subdivision (c) of section 321, the Secretary
of the Treasury is given the power, in his discretion, to reduce any dollar amount
specified in the said section, and to prescribe exceptions to the exemptions pro-
vided therein when deemed necessary to protect the revenue. Also, that in .
_report No. 1089 to accompany H. R. 5505, the Committee on Ways and Means .
said, respecting section 11 (p. 13), as follows:
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“* % * Tt is the desire of the committee that the Secretary of the Treasury
shall exercise his authority under this section in such a manner that the section
will not be subjected to abuses by mail-order businesses enguaging in the direct
shipment of dutiable articles to purchasers in the United States.”

However, even though the Secretary of the Treasury would have the authority
to take remedial action under said subdivision (c¢), and to correct abuses which
might arise, it would, we submit, be almost impossible to cover the vast range of
items within the scope of subdivision (b) (2) with regulations and exceptious,
without more or less nullifying the privileges granted by that subdivision. In
the meantime, the injury resulting from the imports would be suffered. There-
fore, it would seem appropriate to take steps at this time that will eliminate the
danger inherent in the said subdivision.

This could be accomplished very simply by deleting entirely from section 11
the proposed subdivision (b) (2), and reducing to $1 the figure $5, which now
appears in subdivision (b) (1), line 16, page 15 of the bill, which action we
strongly recommend be taken. :

If, however, the committee favors the separate provisions for articles imported
on the person or in the accompanying baggage of an individual, and for those
imported otherwise than on the person or in the accompanying baggage, then we
suggest, in the alternative, that the figure $10, in subdivision (b) (2), appearing
in line 22, page 15, be reduced to $1, and the figure $5, in line 24, likewise be
reduced to $1.

If it is finally decided neither to eliminate subdivision (b) (2) nor to change the
present value provisions of subdivisions (b) (1) and (2), then we suggest that
all items subject to the retail-excise tax should be excluded from the provisions
of said subdivisions (b) (1) and (2), because the entry of certain items free of
duty is a sufficient advantage to an individual and should not be extended to
include those also subject to retail excise tax. This could be accomplished by
amending the exceptions provided in subdivision (b) to read as follows:

“* # * (not including alcoholic beverages, manufactured tobacco, snuff,
cigars, cigarettes, or any article or material subject to the retail excise tax).”

It is submitted that favorable consideration of one or the other of the recom-
mendations and suggestions outlined above is not only desirable but necessary
to prevent a serious situation that will rapidly develop, and affect adversely the
various domestic businesses hereinbefore mentioned if the said proposed sub-
division (b) (2) is enacted into law in its present form.

Respectfully,
AMERICAN WATCH ASSOCIATION, INC.
S. RALPH LaAzRUS, President,
WirLLiam H. Fox, Counsel.

R. F. Downixng & Co., INc.,
New York, April 17, 1952.
Senator WALTER F. GEORGE,
Senate Office Building, Washington, D. C.

DEAR SENATOR GEORGE: I am addressing you in connection with the customs
simplification bill, H. R. 5505, which will be the object of public hearings before
the Senate Committee on Finance starting Tuesday, April 22, 1952,

In common with many other customs brokers, I am concerned over a provision
in the pending measure which would authorize free entry for “noncommercial’*
shipments valued at $10 or less. Increase from the present limit of $1 value is
understood to be favored by the Treasury Department on the premise it would
reduce work for customs personnel and expedite procedure.

Aside from the possible damage to legitimate importers and the likelihooq
of encouraging a greatly increased volume of small packages from abroad by
parcel post and air, I am convinced the proposed change would add greatly to
the work for Customs and quite likely pose a threat to revenue. The only way
to determine whether a package should have free entry for value under $10
would be to examine the contents and obtain a shippers invoice. Hence, it
would be no saving in work or time. It would actually make matters worse
because of eagerness on the part of shippers abroad and persons in this country
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to get apparel, books, hardware, and countless small items. At the same time,
it would harm the legitimate importer now paying duty and handling such goods
in quantity.

I have been a customs broker for 30 years and at one time head of Foreign
Freight Forwarders and Brokers at the port of New York. I was also a candi-
date for Congress on the Democratic ticket from the Sixth District, New Jersey,
in 1944 and 1946. If you would desire further information, I shall be pleased
to respond at any time.

Yours very truly,
R. F'. DownIng & Co., INC.,
(Signed) Walter H. Van Hoesen,
(Typed) W, H. VAN HOESEN, President.

Senator Hoex. This concludes the schedule of witnesses for this
morning. The committee will now take a recess until tomorrow
morning at 10 o’clock.

{(Whereupon, at 11:10 a. m., the committee recessed, to reconvene
at 10 a. m. Wednesday, April 23, 1952.)
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WEDNESDAY, APRIL 23, 1952

UN1TED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, at 10 a. m., in room
312, Senate Office Building, Senator Clyde R. Hoey presiding.

Present : Senators Hoey, Kerr, Frear, and Williams.

Also present : Elizabeth B. Springer, chief clerk; and Serge N. Ben-
son, professional staff member.

Senator Hoey. The committee will come to order, please.

Mr. Wayne C. Taylor?

Mr. Tayror. Yes, sir.

Senator Hoey. Mr. Taylor, do you have a statement you would like
to make at this time? If you do, will you give your name and address
to the reporter ?

STATEMENT OF WAYNE C. TAYLOR, CONSULTANT, MUTUAL
SECURITY AGENCY

Mr. TayrLor. My name is Wayne C. Taylor, and I live in Heaths-
ville, Va., sir; I am a consultant to the Mutual Security Agency.

Mr. Chairman, the Mutual Security Agency strongly supports the
position taken by its predecessor agency, the Economic Cooperation
Administration, in the letter of February 1, 1951, from Mr. William
C. Foster, the Administrator, to the Honorable R. L. Doughton, chair-
man of the Ways and Means Committee. In this letter Mr. Foster
pointed out that the passage of H. R. 1535 would go a long way toward
clearing up the numerous uncertainties and complexities of United
States customs procedures.

The Mutual Security Agency wishes to take this opportunity to
reiterate our opinion that the simplification of customs procedures
would make a substantial contribution to the fostering of a mutually
advantageous and permanent increase in trade between Europe and
the United States. As you know, one of the most serious economic
problems that ECA, and now MSA, had to deal with in Western
Europe was the existence of a substantial deficit in Europe’s trade with
the United States. While this deficit for a brief period tended to dis-
appear under the pressure of the mobilization effort, the basic causes
continue to exist and will continue to threaten the security of the
European economy and the success of our mutual defense efforts with
our NATO and other European allies. There is no question that the
complexities and’ uncertainties of customs procedure, which the pro-
posed bill seeks to eliminate, have been a major deterrent to European
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sellers new to the American market. The ECA received a great num-
ber of complaints from Europeans about difficulties they have had, or
fear, from United States customs. The passage of the proposed bill
would not only give valuable assurance to Europeans of America’s.
genuine interest in fostering European trade but would also remove
many actual barriers inherent in present customs machinery.

As far as Mutual Security Agency’s program is concerned some
features of the proposed legislation stand out as of particular im-
portance. I have in mind the proposed revision of criteria for the
valuation of imported articles the proposed removal of special-mark-
in% requirements, and the provision on countervailing duties.

enator Hoey. Thank you very much, Mr. Taylor.
Mr. TayLor. Thank you, Mr. Chairman.
Senator Hoey. Mr. Rowland Jones, Jr. Have a seat, Mr. Jones.

STATEMENT. OF ROWLAND JONES, JR., PRESIDENT, AMERICAN
RETAIL FEDERATION

Mr. Jones. Good morning, Mr. Chairman.

Mr. Chairman, my name i1s Rowland Jones, Jr. I am president of’
the American Retail Federation, and I would ask leave to file a short
brieif with your committee and only hit the high spots of that brief
orally.

Senator Hoey. That will be entirely agreeable. The entire brief
will be placed in the record.

Mr. JonEs. Attached to the statement is a list of the 22 national
retail associations, and 34 State retail associations, which are mem--
bers of the American Retail Federation.

Senator Hoey. They will be included in the record.

Mr. Jones. Mr. Chairman, today we confine our interest in the
pending bill to section 321 (b) (2) which would raise the duty-free-
1mport valuation from the present figure of $1 to $10.

The only argument in favor of this proposal that we have found in
the discussion of this bill publicly has been the cost of handling small
packages through customs. While that may be a matter of importance
to the Government and in the matter of cost of administering our
customs and our imports, we think a large number of rather impor-
tant considerations outweigh any saving which might accrue to the
Government.

So far as we know, all that the Customs Service claims for this sec-
tion of the bill is that it would have the effect of saving a considerable
amount of money in the processing of many packages in a value of
$10 or less.

Senator Hory. Have you any estimate of the difference in amount
of revenues that would be derived under the present law and under:
this one? :

Mr. Jones. Well, it is claimed by customs, we understand, that it
costs on the average of $1.59 to process a package through customs.

Senator Hoey. And this bill changes it from $1 to $10?

Mr. Jones. That is right. They claim it would make that customs
inspection unnecessary for packages to citizens of the United States.
for their personal use shipped from abroad—it would save the in--
spection costs.
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A large number of other considerations, however, we think, negate
any savings which might be made.

In the first place, we would expect that if this section were approved
by the Congress, a very large increase in the volume of duty-free im-

orts to come into this country in classifications of products of all

inds. It constitutes an open invitation for the establishment of for-
eign mail-order businesses, not only in European and Asiatic coun-
tries, but also substantially from Canada and Mexico.

The prestige of foreign imports is now substantial in this country,
even with the duty, and I would offer for the record the language of
an advertisement in the New York Times magazine. The rate for a
single insertion in that magazine is $3,370, and it advertises women’s
capes and skirts, with duty, respectively, of $2.75 and $2.50, respec-
tively, for the cape and the skirt, but with a price of $7.95 and $8.95,
respectively. In other words, there must be a tremendous volume
of this kind of imports now paying the duty.

You take the duty off and you give a tremendous impetus, and the
package handling of customs, we are sure, would skyrocket in valua-
tions of less than $10.

Senator Hoey. Does this bill eliminate the tax altogether where it
is for personal use?

Mr. Jones. It is duty-free where it is shipped into this country
to individuals for personal use and not for resale; it is duty-frée up
to $10.

(The advertisement referred to is as follows:)
[Advertisement from the New York Times, February 24, 1952]

ORDER YOUR “ROYAL PLAID” SEPARATES DIRECT FROM LONDON

The personal tartans of the royal princesses in the season’s newest silhouettes—
pencil slim or flaring skirt in finely woven 100-percent virgin British woolen,
superbly tailored. The matching stole-cape, lavishly garlanded with wool fringe,
to wear a dozen different ways. Richard Shops of Regent Street, London, are
able to offer you these unbelievable buys only because of the current favorable
rate of the dollar exchange to residents of the United States of America.

American sizes__ 10 | 12 | 14 | 16 ] 18 Straight skirt, $7.95.
Waist . ____ 25 )26 ) 2728] 30 Flared skirt, $8.95.
Length_________28 | 29|30 (31 ] 31 Matching stole-cape, $4.95.

Delivery will take about 4 weeks and you pay a customs duty of about $2.50
for the straight skirt, $2.75 for the flared skirt, and $2.50 for the mmtching
stole-cape to your postman on receipt.

Cut this out and send to London
RICHARD SHOPS,
Dept. NT-1, 180 Regent Sireet,
London, Bngland:
Please send me the following Dereta skirts. I understand if I am not satistied
the purchase price will be refunded.
Name ___
Address
Oty e Zone. State.
Princess Elizabeth tartan__. Flared $8.95; straight $7.95; sizes__.
Princess Margaret tartan___ Flared $8.95; straight $7.95 ; sizes____
Matching stole with either, $4.95 extra.
[ Check [ International mail order

To speed delivery, airmall from anywhere in United States, 15 cents. We pay postage on
all shipments

Mr. Jones. It should be borne in mind also that the $10 valuation
represents the value in terms of foreign currencies and not American
currencies, which makes that level higher than the $10 figure.
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We are certain that there would be a great loss in customs revenue to
the Government if this section were approved, and, second, I would
call the committee’s attention to the fact that in this country we have
a broad system of excise taxes on a great many products which sell
for less than $10 in this country.

We have the 20-percent excise taxes at retail, a very heavy tax
which includes cosmetics, jewelry, and luggage, and in addition, many
States have sales taxes on all products except fond, ranging up to 3
percent.

In addition, we have excise taxes at the manufacturer’s level as high
as 25 percent of the manufacturer’s price over a wide range of items.

To open our imports into this country duty-free on valuations up
to $10 would give a tremendous incentive to American citizens to order
all of these categories of goods from foreign mail-order companies
which are certain would spring up immediately, and there would be a
great loss to the Federal Treasury in these excise taxes because they
would not be applicable on foreign imports from foreign countries;
a great loss to the States in State sales taxes on those sales, which we
believe would mushroom rapidly.

In addition, many cities in this country today, on top of that, have
sales taxes which would not apply to these imports.

So, State, national, and local, the taxes lost on opening up this situ-
ation would be very substantial and far outweigh the cost of the in-
spection which the Customs Service offers as their main excuse for
opening up these imports duty-free up to this figure.

There would also be the collateral loss to the Treasury and to the
States in the collection of corporate and personal income taxes repre-
senting the profits on this business which would be diverted to foreign
mail-order operations.

In addition also inevitably it would bring a loss of employment
opportunity in the manufacturing establishments of this country.

There are some safeguards in this section of the bill giving the Sec-
retary of the Treasury the authority to move in and abrogate the $10
rule, but we feel that that safeguard is not adequate, and in no sense
would protect against the serious evils which we think would accrue.

Now, the argument may be made in regard to this section that it will
be very helpful to foreign countries which are short on dollars and
need it in their foreign exchange and need it for healthy rebuilding
of foreign countries.

We think that this is not a matter—this is not a way in which we
should help foreign nations increase their dollar balances and their
exchange position.

We are doing that in many, many other ways in the amount of
billions of dollars, and we do not think that this foreign aid should
now be injected to relief for foreign mail-order importers into this
country on the basis that it helps those foreign countries in their
dollar exchange.

We also approve the airlines’ proposal for informal entries into
this country, which is a procedural matter, which would greatly sim-
plify the incoming import packages by airlines.

The procedural situation now makes it very difficult for them to
get prompt access to foreign shipments coming in by airlines, which
are legitimate in every way.
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Over-all, Mr. Chairman, the retailer of this country hopes that he
will not be subjected to a mushrooming mail-order competition from
abroad, particularly from Canada and Mexico where we are so close
by. We know that tremendous businesses would be built in Canada
and Mexico immediately, because of the savings in taxes that Ameri-
cans can avoid by simply sending a mail order to Canada or Mexico,
and we know we all like to avoid taxes wherever we can.

There is also that fascination of imported goods to American peo-

le—not always justified—but which is water on this wheel, and we
Eope this committee will not approve the increase from $1 to $10 of the
import-duty freedom in the existing law, and to leave the existing
law as it now stands in this regard.

Senator Hoey. Thank you for your appearance, Mr. Jones.

Mr. Jones. Thank you.

(The prepared statement of Mr. Jones is as follows:)

STATEMENT OF ROWLAND JONES, JR., PRESIDENT OF THE AMERICAN RETAIL
FEDERATION, REgaRDING H., R. 5505, THE CUSTOMS SIMPLIFICATION ACT OF
1951

My name is Rowland Jones, Jr. I am the president of the American Retail
Federation, with offices at 1625 Eye Street NW., Washington, D. C.

The American Retail Federation is a federation of 21 national retail-trade
associations and 32 State-wide retail associations. The names of the members
of the federation are attached to this statement.

The members of the federation are opposed to that part of section 11 of H. R.
5505 which proposes to amend section 321 (b) (2) of the Tariff Act of 1930.

This section would permit the importation of articles—otherwise than on the
person or in the baggage of an individual arriving in the United States—without
payment of duty in cases where the aggregate value of all articles in a shipment
did not exceed $10, and the articles are for personal or household use and not
for resale. (An exception is made for alcoholic beverages and tobacco products,
which are not eligible for this exemption.)

The purpose of this provision, according to the.bill, is to avoid expense and
inconvenience to the Government disproportionate to the amount of revenue
that would otherwise be collected.

The retail industry feels strongly that the enactment of this provision would
not accomplish the purpose set forth in the bill, and that, on the contrary,
substantial amounts of revenue would be lost to the Federal Government if this
provision becomes law.

Large volume of imports seen

This provision, if enacted, would open the door to the establishment of a large
importing business. It is a cordial invitation to foreign manufacturers and
producers to advertise extensively in our newspapers and magazines that their
articles can now be obtained duty-free. A certain glamour, undeserved in many
cases, I think, attaches to imported articles at all times, and the American public
is always quite conscious of any chance to buy an article at a reduced price,
particnlarly if the reduction is caused by the elimination of a tax.

Foreign firms already have discovered that there is a good market in this
country through mail-order business. As an example this advertisment offers
imported skirts and capes direct from London. This advertisement, placed by
the Richard Shops, cost the company $3,370 for one insertion, Obviously the
Richard Shops must expect to sell a large number of skirts and capes to pay for
the cost of the advertisement. It is easy to see how much more appeal the ad
would have if instead of stating that the American customer will pay the post-
man about $2.50 duty on a $4.95 cape, or $2.75 on a 7.95 skirt, the advertise-
ment could say that the items ordered direct would tcome in duty-free whereas
the same imported item purchased in a local store would have a customs duty in
its price.

Therefore, the retail industry feels that if this provision becomes law, an
import business in articles of less than $10 in value—and it might be well to
emphasize here that the $10 figure refers to foreign value, not domestic value,
which would be a higher figure—this import business, I repeat, would mushroom
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to vast proportions almost overnight, with a substantial loss to the Treasury, not
iny in customs duties, but also in internal revenue.

Customs loss could be material

The loss in customs duties, retailers believe, would be substantial. The pur-
Pose of this section of the bill, as already stated, is to relieve the Government
of the expense of collecting small amounts of duty, where the cost of collection
i in excess of the duty. The latest figure available on this cost is approxi-
mately $1.59 per mail package. However, in the advertisement just mentioned,
the duties on items of less than $10 run considerably higher than this cost of
collection. Duties on other items in the luxury or semiluxury class—and these
would be the items most likely to appeal to American consumers—would probably
exceed the collection cost in many cases also.

Loss in excise taxwes

Aside from the loss in customs revenue there is the certain loss to the Treasury
from diminished excise-tax collections. Many of the items which would appeal
to American purchasers are those which are domestically taxed at 20 percent
of the retail selling price, such as jewelry items, luggage, toilet preparations, and
furs. Hundreds, if not thousands, of items in these categories would come
within the less than $10 value classification. As imports they would not be
subject to the 20 percent excise tax and the saving of a 20 percent tax would
be a forceful appeal to the bargain-minded American customer.

In addition there are many items which might be imported under this pro-
vision which are subject to a 10 or 15 percent manufacturer’s tax if produced
domestically.

Included in these are small electric appliances, sporting goods, cigarette lighters,
and some others.

The loss to the Treasury from the importation of these articles, which would
come in duty-free and excise-tax-free, would be anything but inconsequential.

Loss in income-tax collections

The growth of a large import business from foreign manufacturers and dealers
direct to the American consumer could not help but have a noticeable effect on
income taxes as well.

Retailers who suffered from a loss in sales due to this foreign competition
would have their profits reduced and pay less income taxes to the Federal Gov-
ernment. American manufacturers producing items in competition with the
imported items would also suffer a loss in sales which would shortly be reflected
in curtailed payrolls and unemployment.

Safeguards anything but adequate

The danger that this provision would open the doors to a mail-order business
of vast proportions was clearly recognized in the hearings before the Ways and
Means Gemmittee, and admitted by Treasury representatives who testified on
the bill.. They felt, however, that they had provided ample safeguards in the
provision in subsection (c) of the proposed new section 321, by giving the Sec-
retary of the Treasury power to prescribe exceptions to this exemption and to
reduce the $10 maximum whenever necessary to protect the revenue or prevent
unlawful importations.

The Ways and Means Committee report also stated that it was the desire of
the committee that the Secretary should use these powers to prevent abuses by
mail-order business engaging in direct shipment of dutiable articles to pur-
chasers in the United States.

The retail industry does not consider these sofeguards as adequate

It would take some time to detect the extent to which.the provision was being
unsed to build up a mail-order business in this country, and it would take more
time to determine the extent to which the Secretary should exercise his powers
to make exceptions, to restrict certain articles from the privilege, or to reduce
the $10 maximum to some lesser figure.

By that time the damage would have been done.

Faced with a definite 10ss of revenue in customs collections, excise-tax col-
lections and damage to manufacturers, retailers, and their employees, it would
be far better to keep the door closed by striking this section from the bill.
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Summary

If that part of section 11 of H. R. 5505 which proposes to amend section 321
(b) (2) of the Tariff Act of 1930 is enacted—

1. The duties which wou'd be lost would in most instances exceed the cost
of clearance by the Customs, with a direct loss of revenue to the Federal
Government.

2. There would be an appreciable reduction in the collections of Federal
retailers and manufacturers excise taxes, since the imported items would
not be subject to these excise taxes.

3. These duty-free excise-tax-free shipments would cause a loss of business
to American manufacturers and retailers, with a loss to the Treasury in
income taxes.

4, In many lines an added result would be unemployment and a further
potential reduction in income-tax collections.

For these reasons the retail industry requests that this section be stricken
from H. R. 5505.

MEMBER ASSOCIATIONS OF THE AMERICAN RETAIL FEDERATION

National Associations:
American National Retail Jewelers Association
Association of Credit Apparel Stores, Inc.
Institute of Distribution, Inc.
Limited Price Variety Stores Association, Ine.
Mail Order Association of America
National Association of Chain Drug Stores
National Association of Credit Jewelers
National Association of Music Merchants, Inc.
National Association of Retail Clothiers and Furnishers
National Association of Shoe Chain Stores
National Retail Dry Goods Association
National Retail Farm Equipment Association
National Retail Furniture Association
National Retail Hardware Association
National Shoe Retailers Association
National Stationery and Office Equipment Association
National Foundation for Consumer Credit
National Luggage Dealers Association
American Retail Coal Association
Retail Paint and Wallpaper Distributors of America, Inec.
National Retail Tea and Coffee Merchants Association
State associations:
California Retailers Association
Colorado Retailers Association
Delaware Retailers Council
Florida State Retailers Association
Georgia Mercantile Association
Idaho Council of Retailers
Illinois Federation of Retail Associations
Associated Retailers of Indiana
Associated Retailers of Iowa, Inc.
Kentucky Merchants Association, Inc.
Louisiana Retailers Association
Maine Merchants Association, Ine.
Maryland Council of Retail Merchants, Ine,
Massachusetts Council of Retail Merchants
Michigan Retailers Association
Missouri Retailers’ Association
Nevada Retail Merchants Association
Retail Merchants Association of New Jersey
New York State Council of Retail Merchants, Inc,
North Carolina Merchants Association, Inc.
Ohio State Council of Retail Merchants
Oklahoma Retail Merchants Association
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State associations—Continued
Oregon State Retailers’ Council
Pennsylvania Retailers’ Association
Rhode Island Retail Association
Retail Merchants Association of South Dakota
Retail Merchants Association of Tennessee
Council of Texas Retailers’ Association
Utah Council of Retailers
Virginia Retail Merchants Association, Inec.
Associated Retailers of Washington
West Virginia Retailers Association, Inc.

Senator Hoex. Mr. R. E. Canfield. Mr. Canfield, have a seat.

STATEMENT OF ROBERT E. CANFIELD, AMERICAN PAPER AND
PULP ASSOCIATION

Mr. CanrieLp. My name is Robert E. Canfield, American Paper and
Pulp Association, 122 East Forty-second Street, New York.

I have been before you privously, Senater.

Senator Hoey. Yes, I remember.

Mr. Canriero. Almost invariably before opposing some kind of
legislation that was intended to implement administration policy.
Thli‘s time I am in the cheerful position of being with administration

olicy.
P Thz only reason I am here is to talk about section 13, the valuation
provision. It is the amendment of section 402 of the Tariff Act, and
1t appears on page 18 of the bill.

What I want to do is to point out that apparently in the zeal to
simplify customs procedures, which certainly need simplifying, the
drafters of the bill have inadvertently included provisions which are
in direct conflict with one of the administration’s pet policies, one with
which most American industry, if not all, are in favor, namely, to try
to rid foreign trade of the evils of cartel control, and to foster true
competitive business abroad as we know it here at home.

Section 18, in its present form, would supply an economic incentive
which would virtually guarantee cartel control of all exports to the
United States, and I doubt very much if that is really intended by
the administration or by the Congress.

Under the present law the courts have reluctantly held that foreign
cartels can create a situation where the export price must be taken
by the United States for tariff-evaluation purposes even though cartel-
controlled, and even though it is placed far below home-market value,
in order to reduce.duty payments.

All they have to do to achieve that result is to create a controlled
price in the home market which automatically removes it as a yard-
stick for evaluation purposes.

Under section 13 of this bill the cartels do not have to create the
situation. The law does it for them. What was reluctant becomes
accepted basic United States policy. The only deterrent to cartel
control of the United States valuation base is eliminated.

The cartel can control the United States valuation base without
having to rig the market at home.

The way section 13 accomplishes this result is simple: The present
law says that the higher of the freely offered home market price and
the export value is to be used as a base for valuation. Section 13
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drops out the home-market test and says that the export value is the
base. It defines “export value” as the price at which the merchandise
is freely sold or offered for sale for exportation to the United States.
That would not be so bad except that further on “freely sold or offered
for sale” is defined.

I suppose it is true the Congress can pass a law that says, “for the
purposes of this act black means white.” It is a little starling to
find it, however, and that, as near as I can figure out, is exactly what
the definition does,

I think without the definition that anyone, any court, would agree
that “freely sold or offered for sale” means sold in an uncontrolled,
unrigged market at a price determined by free negotiation between
buyer and seller. That is what the courts have held under the present
act, with the reluctant result that they eliminate home-market value
when it has been rigged.

But section 13 in its definition leaves out any such concept, and
states that all that “freely sold” means is that the same price, whether
rigged or not rigged, is offered to all buyers and that use of the product
by the buyer is not restricted except in certain ways, the certain ways
being the only important ones.

So, for all practical purposes what it says is that “freely offered”
merely means that the same price, even though it is a rigged price, is
offered to all buyers.

With that, definition the exporter controls absolutely the valuation
for United States tariff purposes.

Let us take/a specific example of how that works: Take French
cigarette paper. It happens to be controlled completely by Regie,
the French Government tobacco monopoly. The price at home in
the French market currently is $4.40 per bobbin. The export price
generally to other countries than, the United States ranges from $4
to $4.50 per bobbin. The export price to the United States is $2.35
per bobbin. Under the present act the duty would be charged on the
$4.40 foreign home market value price, except that it is a rigged price.

Under the new act that would not be taken into account, rigged or
not rigged, and the rigged price of $2.35, the export price to the United
States, would be the base on which we had to compute duties.

In February, which is the last month I have figures for here, the
imports—they are quite small on this, but it just typifies the whole
situation—totaled a value of $15,000 and some-odd, on this $2.35 base.

On the home-market value, it would have been $28,500. The duty
actually collected on the February shipment was $3,423, which it would
be under this new act.

On a correct valuation the duty would have been $6,200, almost a
hundred percent higher.

Now, it seems to me axiomatic that when Congress fixed ad valorem
duties, and almost all of our duties are ad valorem in whole or in part,
that they meant that the value was a real value, not a rigged-up value
for the purpose of limiting the amount of duty that people would have
to pay, and it seems to me axiomatic also that if we are trying, as the
administration states as a basic policy, to get rid of cartels through-
out the world in order to free up trade, that we should not pass a law
that invites cartel control of things, and almost, as a matter of eco-
nomics, forces it.
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If somebody is in a position to cut his duty by 50 percent merely by
doing what he can do under his own laws, but what would end him up
in jail here, he is certainly going to do it.

Senator Hoey. Have you any suggestion to make about any changes
you think are proper?

Mr. Canriewp. Yes; I think it would be quite simple to do, sir.

Senator Hoey. You might put in the record any suggestions you
might have by way of amendment.

Mr. Canrierp. I shall do that.

I would think that what we ought to do if we are trying to make
& real value is to say to foreigners in effect, “Do you value this stuff for
import purposes on the basis of a free market price, not the way it is
defined in this act, but the way people mean it when they say ‘free.’
If you have not got a free market price, then take our American free
market price as a criterion. If you don’t want to value your imports
on that basis, establish a free market of your own.”

Now, to do that, all that would be required in the way of amendment
of this bill would be this: On page 18, after line 10, insert a new clause
which says:

If neither the export value, the United States value, nor the comparative value
can be ascertained satisfactorily, then the American selling price of comparable
merchandise—

Then there would be some changes of numbering.

The next addition would be in line 12 on that same page. To strike
out the word “nor” and to insert after the word “value,” the words
“nor the American selling price of comparable goods.” Then there
will again be some numbering changes.

On page 22 there should be a new definition inserted of what we
mean by comparable merchandise, because I have used that phrase, and
that will be,

merchandise manufactured or produced in the United States of like materials
used for the same purpose and of approximately equal commercial value as the
merchandise undergoing appraisement.

That language is taken right out of the bill, from another clause.

There will be some more numeral changes, and then in line 18 on
page 22, the basic change: In the definition of “freely sold or offered
for sale” there should be inserted, after the word “wholesale” in the
second line of the definition, and that is on line 18, the words:
at prices determined without agreement with or compulsion by any other seller,
group of sellers, or Government agency—
and so forth.

Senator Hoey. That would be merely inserted in line 18%

Mr. Canrierp. Line 18.

Those simple changes would assure that duty valuations were made
on the basis of real value and not rigged value.

Senator Hoey. Yes. Thank you very much, Mr. Canfield.

Mr. CanrFierp. Thank you, sir.

Senator Hoey. Mr. John Ray.
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STATEMENT OF JOHN RAY, CHAIRMAN, IMPORT AND CUSTOMS
COMMITTEE, DETROIT BOARD OF COMMERCE

Mr. Ray. My name is John C. Ray, of Detroit, Mich. I am chair-
man of the import and customs committee of the Detroit Board of
Commerce, and I am appearing here this morning on behalf of the
Detroit Board of Commerce.

The Detroit Board of Commerce, representing the many varied,
vast and diversified industries and businesses operating within the
Detroit area whose connections and investments are extended
throughout the world, has for the past several years been concerned
with the cumbersome, complicated, and unnecessary United States
customs regulations and restrictions, and we believe that they have
created a needless hardship for the United States importers and
thereby had an adverse effect upon the United States exporters, con-
sumers, and the employment of labor.

The board of commerce, by appropriate resolution, favors the adop-
tion of the Customs Simplification Act.

There may be avenues of dissent with certain particulars of the act.
with which we, however, are not concerned. We are only concerned
with the broad aspects of the act and urge its adoption.

Our port ranks fourth as far as dollar volume of imports are con-
cerned, and we have been subjected to considerable annoyances and
delays in making our entries at the port of Detroit. These annoy-
ances and delays have not been occasioned by any means by any in-
efliciency on the ﬁa,rt of the customs, but are largely attributed to the
complexities of the present act.

Even though our volume of business, custems business, at. the port
of Detroit has increased over 300 percent since 1937, the personnel of
thelcollector has not been increased at this particular port proportion-
ately.

We feel that the delays have been occasioned to a large extent by the
complexities of the valuation of importations, which section 13 of the
proposed act is designed to correct.

We feel that doing away with the determination of foreign value
will remove the necessity for making foreign investigations which
take so much time, and oftentimes it may be a year or two years and
three, and sometimes longer, before an importer will find what the
appraiser values his merchadise at, and oftentimes that. valuation is
different from the entered value, and the profit is turned into a loss.

It certainly is a very unrealistic and unbusinesslike way of handling
importations, and we feel that section 13 of the proposed act will go a
long way toward correcting this evil.

Senator Hoey. I may say in this connection, Mr. Ray, if you would
like to have your full statement appear in the record and refer to such
parts as you want to now, you may do so.

Mr. Ray. Yes, I would; I am just trying to save time here.

Senator Hoex. Just refer to such parts as you wish, and your full
statement will go in the record.

Mr. Ray. Yes.
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We also feel that section 17 of the proposed act dealing with the
amendment of entries and duties on undervaluation is a particularly
good and constructive step toward improving international trade, and
we wholeheartedly recommend its adoption.

Under sections 489 and 503 of the present law, the importer must
give the final appraised value at his peril, subjecting himself to an
undervaluation duty if he fixes too low a figure, and 1f, to be on the
safe side, he fixes it too high, he receives no benefit from the final
appraisement if it happens to be less than the entered value.

The present law also provides an additional undervaluation duty
of 1 percent on the final appraised value of the merchandise for each
1 percent that such final value exceeds the value as entered by the
importer, and if the appraised value exceeds the entered value by
more than 100 percent, the entry will be considered presumptively
fraudulent and the merchandise is subject to seizure and forefeiture.

The present section 489, with its complexities and the heavy penalties
and costs which can be incurred under it, has been a particular bug-a-
boo to international trade. .

There have been instances in our area of severe penalties being in-
curred innocently under that particular section, Mr. Chairman.

Under section 17 of the proposed act this would be eliminated,
and importers who are cooperative with customs officials in making
full disclosure of all particulars on entry need no longer fear incurring
additional penalty duties because of undervaluation. Section 17 of
the proposed act also repeals the present unfair provision that where
the importer’s entered or declared value is higher than the final
appraised value, the importer’s entered value nevertheless becomes
the dutiable value. This is tantamount to overpaying one’s own
income tax and not being able to recover such overpayment.

Along that line in respect to section 17, I would also recommend,
or rather the Board of (%Jommerce of Detroit recommends, the reten-
tion of the right of the importer to amend his entries. I believe that
right should be protected and respected.

Senator Kerr. Which right is that? Say that again.

Mr. Ray. That is the right of the importer to amend his entries
at any time prior to the appraisement.

Senator Hoey. On customs?

Mr. Ray. Yes.

Along section 17, we would also recommend that a time limit be
placed on the time in which the appraiser of customs has to make his
appraisement. At the present time he may take anywhere from a
year to 2 years, depending upon the difficulties that he encounters in
obtaining values. That 1s because of the complexities attaching to
foreign valuation, where the treasury attachés and agents in foreign
countries make determinations of what the foreign value may be. °

Well, the customs simplification will do away with the foreign
value and the need for making foreign investigations will no longer
be inherent or necessary.

However, that may not still obviate certain investigations, and we
believe they should not be too extended. We feel that 120 days or
180 days are sufficient for an appraiser to make his determination of
value; and somewhat similar to your income-tax laws, if he cannot
make his determination in that length of time he could request of the
importer an additional 30 days to make his valuation; that is, to have
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the importer waive the period of time the statute provides, the statu-
tory time, and if the importer would not consent to such a waiver,
why, then, the appraiser could go ahead and make his appraisement
on the basis of the facts which he has before him. It would be in
the nature of a jeopardy appraisement, so to speak, from which the
importer could appeal if he would. But to extend the time beyond
6 months, I think, is very unrealistic and unbusinesslike, and keeps a
businessman unduly in suspense as to what the ultimate value of his
importation might be.

enator Kerr. You do not think that the extension of the time
changes the value and that, therefore, since it does not, that the deela-
ration and fixation of it should be expedited ¢

Mr. Ray. That is right.

We also feel that section 19 of the proposed act, dealing with cor-
rection of errors and mistakes, is a salutary improvement over the
present act permitting correction of errors, typographical errors,
clerical errors at any time. It is a sound improvement of the present
act. What is a clerical error has been construed by the courts and
has been restricted in its definition, and the proposed section will do
a lot toward removing the confusion and the inequities which attach
to the present law.

In conclusion, we strongly urge the enactment of the Customs Sim-
plification Act of 1951 at the present session of Congress. Overhaul-
ing and revision of our tariff laws has long been overdue. It is ex-
tremely important for business to have a fairly exact knowledge of
the costs of the products bought and sold by it, or of the materials
entering into the products manufactured by it.

The proposed act will permit importers to calculate their landed
costs with some degree of certainty, and should expedite valuations at
the customshouse. The proposed act will also eliminate the horror
and injustice of having additional penal duties assessed for under-
valuation and the inability to recover overpayments on entries, and
will also remove a number of other minor annoyances and anachro-
nisms inherent in the present tariff laws. ‘

Senator Kerr (presiding). All right, Mr. Ray. Thank you for
your appearance and your testimony.

Mr. Raxy. Thank you.

(The prepared statement of Mr. Ray is as follows:)

STATEMENT OF JoHN C. RAY, CHAIRMAN, IMPORT AND CUSTOMS COMMITTEE OF
THE DETROIT BOARD OF COMMERCE, RE CUSTOMS SIMPLIFICATION AcCT OF 1951
(H. R, 1535)

The Detroit Board of Commerce, by appropriate resolution, favors the enact-
ment of the Customs Simplification Act of 1951 for the following reasons:

The customs port of Detroit is 2 major port of entry and exportation, ranking
fourth in the total amount of dollar volume of imports and exports. It has been
the sad experience of importers at Detroit that there have been, under the
present customs laws, delays and other annoyances of various sorts in the entry
of merchandise. These cannot be attributed to the inefficiency and inapplication
of the customs service, which at Detroit still has the same number of employees
that it had in 1937, even though the dollar volume of business handled by the
office has increased substantially in the interim, but are chargeable to the anti-
quated complexities of the several provisions of the present Tariff Act of 1930,
as amended.

The most provoking delays and annoyances are those involving valuation of
imported merchandise. Under the present law, it is not at all infrequent to be
advised by the customs long after the imported merchandise has been sold at
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what was considered a reasonable profit, that the entered dutiable value was
advanced by the appraiser and additional duties are to be paid, which in some
instances wipes out the profit. Such experience with-the customs laws has
prompted some importers in our area to give up importing which is to the detri-
ment of the well-being of the world economy which we as a nation are endeavor-
ing to foster.

Although the proposed Customs Simplification Act contains numerous desirable
amendments of the present Tariff Act, we shall limit our remarks to those sections
of the proposed act which we feel are particularly important and constructive
improvements over corresponding provisions of the present Tariff Act of 1930.

Although section 13 of the Customs Simplification Act of 1951 will not com-
pletely simplify valuation of importations, it should, however, remove one of the
most serious obstacles to increase of international trade. Under the present law,
on ad valorem duty importations the United States customs appraiser must
determine and apply the higher of the forelgn or export values, and if such are
not available or determinable, then to apply the United States value of like or
similar merchandise, and failing in this, then to apply a ‘“cost of production”
value. In some cases, notably chemicals, the American selling price is manda-
torily applied in the first instance. To determine the higher of the foreign or
export values under the existing laws makes for most of the delays in deter-
mining the valuations of importations. It is not at all uncommon, under the
present law, for the customs to take a year and much more to complete their
determinations on value. This is caused by the cumbersome investigations
which must be made in the exporting country by our Treasury attacheés.

During this period of investigation, the appraisement or valuation is with-
held on all importations of like merchandise whose value is being investigated.
The importer, during this period, in selling his merchandise at the entered valua-
tion, does so at his peril as he may find that his entered value is not accepted as
the correct valuation but a different and higher valuation is applied by the
appraiser. Oftentimes, where there have been considerable importations of an
item, such advanced or increased valuation may result in substantial sums
of money being demanded of the importer. Obviously, this is an unrealistic
and unbusinesslike way of treating importations. There are cases where several
years were required to complete value determinations under existing laws and
the final demands and increased duties were ruinous to the importer. There
are instances where the importer was no longer in business at the time the
valuation was completed.

The Customs Simplification Act of 1951 eliminates consideration of foreign
value and makes export value the preferred method, if it can be determined. If
export value cannot be ascertained, then the appraiser would endeavor to apply
the defined “U. 8. value” of like or similar merchandise. Failing in this, he
would apply a ‘“‘comparative value” which is the value of comparable merchandise
from .the same exporting ceuntry. Should the appraiser, however, be unable
to determine either the “export value,” the “U. 8. value,” or the “comparative
value,” then he would apply the “constructed value” which is the equivalent of
the present “cost of production value.” Elimination of foreign value and sub-
stitution of export value as the preferred initial method of valuation, will make
valuations more realistic and more readily ascertainable to importers, and cus-
toms officials, and should speed up valuations.

The “U. 8. value,” “comparative value,” and “constructed value” as defined in
the proposed act, are substantial improvements over the present equivalent tariff
provisions. The proposed valuations eliminate existing arbitrary or fictitious
valuations and produce a method of valuation which is fair and equitable, based
upon true values as near as can be determined.

Section 17 of the proposed act dealing with amendment of entries and duties
on undervaluation is a particularly good and conmstructive step toward im-
proving international trade, and we wholebeartedly recommend its adoption.
Under sections 489 and 503 of the present law, the importer must give the final
appraised value at his peril, subjecting himself to an undervaluation duty if he
fixes too low a figure, and if, to be on the safe side, he fixes it too high, he
received no benefit from the final appraisement if it happens to be less than the
entered value. The present law also provides an additional undervaluation duty
of 1 percent of the final appraised value of the merchandise for each 1 percent
that such final value exceeds the value as “entered” by the importer, and if the
.appraised value exceeds the entered value by more than 100 percent, the entry
-will be considered presumptively fradulent and the mercbandise is subject to
geiznre and forfeiture. The present section 489 with its complexities and the
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heavy penalties and costs which can be incurred under it, has been a particular
bugaboo to international trade. Under section 17 of the proposed act, this will
be eliminated and importers who are cooperative with customs officials in mak-
ing full disclosure of all particulars on entry, need no longer fear incurring ad-
ditional penal duties because of undervaluation. Section 17 of the proposed
act also repeals the present unfair provision that where the importer’s entered
or declared value is higher than the final appraised value, the importer’s en-
tered value, nevertheless, becomes the dutiable value. This is tantamount to
overpaying one’s income tax and not being able to recover such overpayment.

Section 19 of the proposed act, dealing with correction of errors and mistakes,
will permit customs officials to correct any mistake adverse to the importer if
discovered within 1 year after entry. Under the present law, such correction
can only be made when the situation is the result of a “clerical error.” Present
interpretations of “clerical error” are too narrow. The inability of the customs
service to correct patent mistakes or inadvertances with respect to entries, ap-
praisements, liguidations, or other customs transactions, has on occasion caused
importers in our area to complain bitterly over the unfair and harsh decisions
that necessarily followed. The proposed change is replete with common sense
and by all means should be adopted.

In conclusion, we strongly urge the enactment of the Customs Simplification
Act of 1951 at the present session of Congress. Overhauling and revision of
our tariff laws has been long overdue. It is extremely important for business
to have a fairly exact knowledge of the costs of the products bought and sold
by it, or of the materials entering into the products manufactured by it. The
proposed act will permit importers to calculate their landed costs with some
degree of certainty and should expedite valuations at the customshouse. The
proposed act will also eliminate the horror and injustice of having additional
renal duties assessed for undervaluation and inability to recover overpayments
on entry, and will also remove a number of other minor annoyances and
anachronisms inherent in the present tariff laws.

RESOLUTION OF THE DETROIT, MICH., CHAMBER OF COMMERCE
CUSTOMS SIMPLIFICATION ACT OF 1951 (H. R. 1535)

“The Detroit Board of Commerce representing the many vast and diversified
industries and businesses operating within the Detroit area whose connections
and investments are extended throughout the world, has for the past several
years been concerned with the cumbersome, complicated, and unnecessary United
States customs regulations and restrictions. We believe they have created a
needless hardship for United States importers and thereby had an adverse effect
upon the United States exporters, consumers, and the employment of labor.

“The board of directors of the Detroit Board of Commerce therefore respect-
fully urge the adoption of the Customs Simplification Act of 1951, H. R. 1535.”

Adopted by the board of directors, April 21, 1952,

Respectfully submitted.

‘Wirrrs H. HALL, Secretary.
Senator Kerr. Mr. Tompkins?
Mr. Tompkins. Yes, sir. )
Senator Kerr. Sit right down, Mr. Tompkins.

STATEMENT OF ALLERTON deCORMIS TOMPKINS, COMMITTEE ON
TRADE BARRIERS, UNITED STATES COUNCIL, INTERNATIONAL
CHAMBER OF COMMERCE

Mr. Touprins. My name is Allerton deCormis Tompkins, and be-
fore this committee I represent the American segment of the Inter-
national Chamber of Commerce, known as the Committee on Trade
Barriers, United States Council of the International Chamber of
Commerce.

The United States Council is the American’ affiliate of the ICC, there
being throughout the world 80 national affiliates of this organization,
which has its headquarters in Paris, France.
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Basically, the ICC is an international spokesman of businessmen:
on world economic affairs. Its purpose is to be broadly representative
and to secure effective and constant action in improving world eco-
nomic conditions. :

We are very much in favor of the proposed legislation, H. R. 5505,
which, if enacted into law, will materially decrease some of the admin-
istrative barriers that have plagued the United States import trade
since the Tariff Act of 1930 was enacted many years ago. This pro-
posed legislation is, however, only a small step in the right direction,
as there are in addition many unnecessary administrative barriers that
rerr(liain on the statute books, which needlessly harass international
traders.

Senator Kerr. Would you say that the purport of your testimony
is that these barriers harass the traders or impede the trade?

Mr. Tomexin. Both, Mr. Chairman.

hSe(rilator Kxgrr. Well, I think there would be some difference. Go
ahead.

Mr. Tomerins. I have filed with your committee a mimeographed.
statement, which I request be placed 1n the record.

Senator Kerr. It will be put into the record. Is that with your-
suggested revisions to section 13?%

Mr. Tompkins. Yes, that is true, I have prepared two statements..
One is a brief summary of what I would like to say before the com-
mittee, and the other is a mimeographed statement that relates specifi-
cally to section 13. :

Senator Kerr. All right.

Mr. Tomprin. Before going on to section 13, I would like to mention
one or two points, bearing in mind that we are greatly in favor of this.
act, and request its adoption.

We do think that there are some minor important amendments
that should be made in order to avoid unnecessary complications at
a later date.

Briefly, the six points which we would like to have considered in,
addition to section 13 are:

Point No. 1, we urge that you do not deny to an importer the right.
to amend his entry. The importer should be permitted to amend his.
entry if he wants to do so. This point relates to section 17 (a) of the-
proposed bill.

Senator Kerr. Have you prepared a suggested wording for the
amendments you seek?

Mr. Tomexkins. I have discussed the matter with other people who
are appearing before this committee, and I have not attempted to.
enlarge upon the statements that they have made and are making-
to you.

genator Kerr. Will you or they, or have they, submitted suggested.
language? .

Mr. Tomprins. Yes; they will.

Senator Kerr. All right.

Mr. Tomprins. These points that I am covering now, these six.
points are being taken up by (_)ther people who have appeared or are
appearing before you, and I just want to lend my support to their-

proposals.
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Point No. 2, in section 17 (a), we urge that the payment of increased
regular duties deriving from increased appraised values be made a
condition precedent to an appeal to reappraisement.

Thus, an importer should be required to place on file the additional
duties that may be due by reason of an increased value, so that all
parties will be protected at a later date, and a liability will not accrue
many years in the future at a time when the importer may well have
gone out of business,

Point No. 3, in section 17 (b), we take the position that the pro-
posed cure is even worse than the existing difficulty. The law as 1t is
now worded, section 489, works a tremendous hardship on importers,
and we heartily endorse its elimination. At the same time, we feel
that the proposed revision is even worse. It is unnecessary; it is quite
vicious, and it creates fraud temptation. In addition, it should have
a ceiling, as the present law does.

To illustrate: It is impossible from a practical standpoint for a large
importer of a great variety of items who imports merchandise through
many United States ports to supply the appraiser at each and every
port with all of his foreign correspondence bearing upon price negotia-
tions and price changes. Particularly is this true in large department
stores where buyers do not even disclose to their import department
all of the correspondence, particularly on items that they do not pur-
chase. Now, if those department stores have to furnish the appraisers
at every port where they make entries with all of this correspondence,

it is just impossible. Now, carrying that one step further, the pro-
posed law says that if an importer does not make available all of that
correspondence to each appraiser there will be penalties automatically.
As a result, this section seems to be a dangerous temptation to ap-
praisers who can be persuaded to shut their eyes to this pernicious
and unnecessary law.

Moreover, a penalty already exists under the present law, under
section 592, which is not involved in this bill, H. R. 5505.

This section 592 provides penalties for the willful failure to produce
information. Thus, the proposed section 17 (b) will merely make
another penalty for an act already covered by an existing penalty, or
two separate penalties for the same wrong.

Point No. 4, in section 17 (c), we urge that you delete the require-
ment that an importer set forth a “substantial reason” for requesting
a notice of appraisement.

Point No. 5, we also urge, as did the previous witness, that a time
limit of 120 days or some specific limitation be placed upon the ap-
graiser in making his appraisement under section 500 (a) of the Tariff

ct.

Now, I believe one of the most feasible methods of doing this would'
be to have the law worded, as one of the witnesses who has not yet
appeared before you is proposing, so that where the appraiser does not
make his return within 120 days the importer can go to court and ob-
tain a show-cause order as to why the appraiser does not make his
return. In other words, if the appraiser has a good reason, it will
appear in court, and if the importer knows of the good reason he will;

98600—52———6
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not bring action. There should be some authorized procedure under
which an importer can compel an appraiser to act, especially where
there has been an arbitrary delay, nd unfortuntely those delays some-
times occur and create great difficulties.

The last point No. 8, in section 20 relating to the conversion of cur-
rency, we feel that the proposed section in satisfactory insofar as it
goes, but that there should be an additional provision, as contained in
the present law, under which the daily buying rates will be used where
ever the daily buying rates vary by more than 5 percent from the
values, the par values, as determined by the International Monetary
Fund.

In other words, one should ordinarily use the rates of conversion
as determined by the International Monetary Fund unless those rates
do not effectively reflect commercial transactions, and that occurs when
the daily buying rates are different by more than 5 percent. We feel
that with that limitation, which is being argued by another witness
before you, that section 20 would be quite satisfactory.

Now, I have distributed to you this second mimeographed sheet,
entitled “Suggested Revisions to Section 13.”

Senator Kerr. That already has been placed in the record Mr.
Tompkins.

Mr. Tomprins. Thank you. I would like to point out just three
items that I feel are of particular importance there.

On my third footnote, it frequently happens that there are numer-
ous values for an article. The price may be a dollar to some people, a
dollar ten to other people, and a dollar twenty-five to still others, and
yet they are all wholesale transactions falling within the wording of
th«la statute any one of which coud be used as a basis for a dutiable
value.

Now, we believe that you should authorize the appraiser to accept
the sales price that is usually used, and not leave it to his discretion to
accept any wholesale price he wants to. The thing should be more
closely defined so that the appraiser would accept the “usual” price.

In point No. 11 of my footnotes—and this, I believe, is the most
important defect that is envisaged in the present law—under the
definition for “freely sold or offered for sale” the proposed statute
requires that the price to “all purchasers” be considered. Now, the
courts have interpreted that wording to mean that if the exporters do
not offer the merchandise to everybody but confine their sales to certain
buyers only, that you cannot consider the prices to such selected buyers.

By using the same language “all purchasers” this hardship will be
continued. To illustrate: The law as now interpreted prevents duti-
able values being used where the merchandise is offered only to whole-
salers. Under the present law, where the exporter sells merchandise
only to wholesalers, you cannot use the prices to such wholesalers be-
cause the courts say he does not offer that merchandise to all purchas-
ers; he does not offer them to retailers or to consumers. The present
law is impractical, and this proposal as now made will carry on that
great hardship.

In this same respect, I think that the only limitation upon the pur-
chasers should be to exclude those who are not financially independent
of the sellers. In other words, you should consider the prices to all
purchaser-importers who are not subsidiaries of the exporters, or vice
versa. Where there is a family relationship or what I call a financial
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relationship, I concede that it would be bad to rely upon the prices
involved ; but where there is no tie-in between the exporter and the
importer, the customs official should be permitted to use the prices
involved in such sales.

Senator Kerr. You mean where there is freedom of bargaining
position between the two——

Mr. Tomprins. Exactly.

Senator Kerr (continuing). That the price used should be that
generally available, I believe you say here, to those of a particular
class who want to buy.

Mr. Tomerins. Exactly.

Now, the last point I want to bring up under valuation, is my foot-
note No. 12 on the question of similarity. I think my footnote covers it
with appropriate illustrations, but I do feel that the definition of
the term “similar merchandise” should be clarified so that some regard
shall be given to similarity in quality of workmanship and in construc-
tion, otherwise you will have most unreasonable results.

I might further state that I have made some study of the dutiable-
value laws of the United States as well as of foreign governments, and
I am very much in sympathy, on the whole, with the section 13. I
think it will go a long way toward resolving many of the complica-
tions, These suggestions I have made are somewhat technical and
relate primarily to omissions that should be put in there.

In conclusion, we urge the passage of H. R. 5505. It contains many
extremely helpful measures to reduce unnecessary administrative bar-
riers in customs fields.

At the same time, we also request_that you carefully examine into
and favorably act on the sug%estions as contained in the mimeographed
arguments that have been submitted to your committee.

Thank you.

Senator Kerr. All right, Mr. Tompkins, we thank you for your
appearance and your statement.

(The statement by Mr. Tompkins, together with his suggested re-
visions referred to, 1s as follows:)

STATEMENT BY ALLERTON DEC. TOMPRINS, REPRESENTING THE COMMITTEE ON
TRADE BARRIERS, UNITED STATES COUNCIL, INTERNATIONAL CHAMBER OF COM-
MERCE, NEW YORK, N. Y., IN CoNNEcTION WirH H. R. 5505

My name is Allerton deCormis Tompkins, 44 Whitehall Street, New York. I
am an attorney specializing in customs law. Before this committee I represent
the American segment of the International Chamber of Commnterce, known as
Committee on Trade Barriers of the United States Council, International Cham-
ber of Commerce.

The United States council is the American affiliate of the International
Chamber of Commerce, there being throughout the.world 30 national affiliates
of the International Chamber of Commerce which has its headquarters in Paris,
France.

The International Chamber of Commerce was organized in 1919 following
World War I. It is an international spokesman of businessmen on world eco-
nomic affairs. In the International Chamber of Commerce manufacturers, bank-
ers, industrialists, merchants, and traders pool their views and information and
forge a common policy. Basically the International Chamber of Commerce's
purpose is to be broadly representative and to secure effective and constant action
in improving world economic conditions.

The United States council is a fact-finding group hoping to shed new light on
vital questions in fields affecting international economiec relations.
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Our committees, composed of businessmen, economists, and experts from all
walks of economic and business activities, deal with policy questions as well as-
with technical problems.

By making this information available we hoped to serve the welfare of free
people everywhere in the quest for security and well-being.

The International Chamber of Commerce is very much in favor of the pro-
posed legislation, H. R. 5505, which, if enacted into law, will materially decrease
gsome of the administrative barriers that have plagued the United States import
trade since the Tariff Act of 1930 was enacted many years ago. This proposed
legislation is, however, only a small step in the right direction, as there are many
additional unnecessary administrative barriers that still remain on the statute
books to harass needlessly international traders.

First, let me say with considerable emphasis that my committee enthusiasti-
cally welcomes and favors this bill, and we pray that your committee will act
favorably thereon. At the same time we find that certain specific items now
contained in this proposed legislation really demand clarification or slight re-
visions. Unless these specific items are clarified, it appears this bill may create
new trade barriers contrary to its avowed purpose.

It so happens that I have made a study of the dutiable value laws of this
country, as well as those of other countries. I would like to take this opportunity
of addressing myself primarily to certain technical defects that now exist in
section 13 which can and should be corrected to facilitate its smooth operation.

Before going into the technical points of the pending bill, my committee requests
that you carefully study and act favorably upon the following six points of
revision that have already been called to your attention by other witnesses who-
are appearing or who have already testified before you:

1. In section 17 (a) we urge that you do not deny to an importer the right to
amend his entry prior to appraisement. An importer should be permitted
to amend before the appraiser acts if he finds that his entry figures are erroneous.

2. Under this same section 17 (a) we urge that the payment of the increased.
regular duties deriving from increased appraised values, be made a condition
precedent to an appeal to reappraisement; thus placing the same safeguards on
reappraisement action as are now enforced on protest action under section 515
of the tariff act. However, an importer should not be required to pay either
penalties or section 489 additional duties as a prerequisite to a reappraisement
appeal, or until there has been a final determination of the dutiable value.

3. In section 17 (b), we are convinced that the proposed cure is much worse
than the existing disease. While we heartily endorse the elimination of sec-
tion 489 as now contained in the Tariff Act of 1930, the proposed new successor
is an abomination. A penalty already exists in.section 592 of the tariff act for
the willful failure to produce information required by customs officers. The
proposed section 17 (b) not only would increase the dictatorial power of cus-
toms officials, but it would also make another penalty for an act already covered
by an existing penalty; two separate penalties for the same wrong.

4. In section 17 (c), we urge that you delete the requirement that an importer
must set forth a ‘“substantial reason” for requesting a notice of appraisement.
Customs officers should not be made judges of whether or not a request meets
with their thoughts of a substantial reason.

5. We also urge that a time limit of 120 days be placed upon the appraiser
in making his appraisement under section 500 (a) of the tariff act. Wherever
an appraisement is not completed within 120 days an importer should have the
right to bring legal action in the United States Customs Court against the ap-
praiser to show cause why the entered values should not be accepted. The pres-
ent unnecessary and unwarranted appraisement delays of innumerable years
cause extreme hardships to foreign traders.

6. In section 20, we urge that this section be modified so as to avoid the
necessity of using par values of the International Monetary Fund in any instance
where such par values differ to a marked degree from the commercial buying
rates. Thus, such a par value by International Monetary Fund should be used
except where such a par value varies by more than 5 percent from the daily buy-
ing rate as determined by the Federal Reserve Bank of New York. Where the
variance is more than 5 percent, then the daily rate of the Federal Reserve bank
should be used.

Now in addition to the foregoing six points of revision I would like to call your
attention to a number of technical suggestions in section 13, the dutiable-value
provisions. Many of the following suggestions appear to be inadvertent over-
gights, but I feel that they are extremely important and should not be overlooked ;
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-otherwise, unnecessary hardships are bound to arise. To clarify my suggestions,
I have prepared and distributed to you a mimeographed statement which is self-
«explanatory.

In conclusion, I repeat that we urge the passage of H. R. 5505, as it contains
many extremely helpful measures to reduce unnecessary customs administrative
barriers. At the same time we respectfully request that you carefully examine
into and act favorably upon all of the foregoing suggested corrections or revisions,

SUGeESTED REVISIONS TO SEcnbN 13 (Stc. 402 orF TarFr Act) H. R. 5505
(By Allerton deC. Tompkins)

(a) Basis—Except as otherwise specifically provided for, the value of im-
.ported merchandise for the purposes of this Act shall be—

(1) the export value;

(2) if the export value cannot be ascertained satisfactorily, then the
United States value;

(3) if neither the export value nor the United States value can be ascer-
tained satisfactorily, then the comparative value;

(4) if neither the export value, the United States value, nor the com-
parative value can be ascertained satisfactorily, then the constructed value;
or

(5) in the case of an article with respect to which there is in effect under
section 336 a rate of duty based upon the American selling price of a domes-
tic article, then the American selling price of such domestic article.

Wherever the appraised value differs from the entered value, the appraiser
-shall specify the basis of value used by him.!

(b) ExprorT VALUE—The export walue of imported merchandise shall be [the
.market value or]? the usual® price, at the time of exportation of the United
States of the merchandise undergoing appraisement, at which such or similar
merchandise is freely sold or offered for sale in the principal markets of the
country of exportation, in the usual wholesale quantities and in the ordinary
-course of trade, for exportation to the United States, plus, when not included
in such price, the cost of all containers and coverings of whatever nature and
all other charges and expenses incidental to placing the merchandise in condi-
tion, packed ready for shipment to the United States.

(¢) UniTeD STATES VALUE.—The United States value of imported merchandise
:shall be the usual® price, at the time of exportation to the United States of
the merchandise undergoing appraisement; at which such or similar imported *
‘merchandise is freely sold or offered for sale in the principal market of the United
States for domestic consumption, packed ready for delivery, in the usual whole-
:sale quantities and in the ordinary course of trade, with allowances made for—

(1) any commission paid or agreed to be paid on merchandise secured
otherwise than by purchase; or, on merchandise secured by purchase or
agreement to purchase, the addition for profit and general expenses usually
made by sellers in such market on imported merchandise of the same class
or kind as the merchandise undergoing appraisement ;

(2) the usual costs of transportation and insurance and other usual
charges and® expenses from the place of shipment to the place of delivery,

1 The customs courts have held that since Congress has not indicated that the appraiser
should specifv his valuation bases, he is under no obligation to inform the importer about
‘this fact. This lack of information places a severe and unnecessary hardship upon an
‘importer who tries to ascertain the accuracy of an advanced appraised value,

24The market value” is not similarly inserted in the definition of “United States value”
(sec. 402 (c)). These words are unnecessary and add no additional points not already
-covered by the definition. If these words are left in the definition, then they should be
similarly inserted in the definition of “United States value.” Otherwise, an erroneous
-significance may be drawn by the courts from the difference between the two definitions.

STt i8 rare indeed that merchandise is freely sold to everv purchaser in usual wholesale
quantities at the same price. Usually there is a sliding scale of discounts dependent upon
various factors peculiar to each trade, thus permitting wide differences of opinion, and
‘frequent conflicts, about the proper price to be used. This source of complaint and con-
flict can be avoided by the selection of the most equitable price, viz—the usual price.

¢The term “imported” is now contained i{n the definition of “United States value” in
the Tariff Act of 1930. If this term is omitted. the courts may draw some erroneous
-significance therefrom. While under the definition of “such and similar merchandise’
(sec. (h) (4) H. R. 5505) there is an implication that the merchandise must be imported,
-this important factor should not be left to inference and coniecture,

SIf the words ‘“‘charpes and expenses” are found necessary as an important factor in
-computing constructed value (sec. (e) (8) H. R. 5505), then, to avoid erroneous inferences,
-similar phraseology should be inserted in sec. (¢) (2).
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not including any charges and ® expense provided for in (1) ; and .

(3) the ordinary customs duties and Federal taxes estimated to be pay-
able on such or similar merchandise by reason of its importation or for
which vendors at wholesale in the United States are ordinarily liable.

If such or similar merchandise was not so sold or offered at the time of expor-
tation of the merchandise undergoing appraisement, the United States value
shall be ascertained or estimated, subject to the foregoing specifications of this
subsection, from the price at which such or gifnilar imported* merchandise is-
freely sold or offered for sale in the usual wholesale quantities and in the ordinary
course of trade ® at the earliest date after such time of exportation but before the
expiration of ninety days after the importation of the merchandise undergoing
appraisement.

(d) CoMPARATIVE VALUE.—The comparative value of imported merchandise
shall be the equivalent of the export value as nearly as such equivalent may he
ascertained or estimated on the basis of the export or United States value at the
time of exportation to the United States of the merchandise undergoing appraise-
ment " of other merchandise from the same country which is comparable in con-
struction and use with the merchandise undergoing appraisement, with appro-
priate adjustments for differences in size, material, construction, texture, or
other differences, plus (after deducting any added container or covering costs
and shipping charges and expenses in connection with the value of the comparable
merchandise) the cost of all containers and coverings of whatever nature and
all other charges and expenses incidental to placing the merchandise in condition,
packed ready for shipment to the United States.®

(e) ConNsTRUCTED VALUE.—The constructed value of imported merchandise-
shall be 4the sum of—

(1) the cost of materials and of fabrication and other processing of any
kind employed in producing such or similar merchandise, at a time preceding
the date of exportation of the merchandise undergoing appraisement which
wou!d ordinarily permit the production of that particular merchandise in
the ordinary course of business; .

(2) an addition for general expenses and profit equal to that which pro-
ducers in the country of production whose products are exported to the
United States usually add in sales, in the usual wholesale quantities and
in the ordinary course of trade, of merchandise of the same general class
or kind as the merchandise undergoing appraisement: and in the absence
of evidence showing the additions by such other produccrs for general ex--
penses and profit, the usual additions for general expenses and profit made
by the producer of the merchandise undergoing appraisement in sales of
merchandise of the same general class or kind, in the usual wholesale quan-
tities and in the ordinary course of trade, may be added ; and ®

(3) the cost of all containers and coverings of whatever nature, and all
other charges and expenses incidental to placing the merchandise undergoing
appraisement in condition, packed ready for shipment to the United States.

(f) AmericAN SELLING PRICE—The American selling price of any article
manufactured or produced in the United States shall be the price, including the
cost of all containers and coverings of whatever nature and all other charges
and expenses incident to placing the merchandise in condition packed ready for
delivery, at which such article is freely sold or offered for sale for domestic
consumption in the principal market of the United States, in the ordinary course
of trade and in the usvpal wholesale quantities, or the price that the manufac-
turer, producer or owner would have received or was willing to receive for such
merchandise when sold for domestic consumption in the ordinary course of
trade and in the usual wholesale quantities, at the time of exportation of the
imported article,

¢ The present wording would permit fictitious and irregular prices to be used, without
regard to whether or not such prices were fair, reasonable, or representative of ordinary
trade conditions. The ommission of the suggested wording is apparently an oversight.

7The ommission of a specified time is apparently an oversight. Unless a definite time
is mentioned, any price, quite different from a reasonably fair current price, can be used,
even thoucgh in effect only after importation or long prior to exportation. resulting in the
stimulation of wide conflicts and much confusion. Every other valuation basis in H. R.
5593‘ 1?as a specified gate izjxterion. ¢ of th ” .

e ommission of packing as a part o e comparative value is apparently an -
sight. Every other valuation basis in H. R. 5505 includes actual paDcIl):ing cgsts agvgl;l
addition to the unit value.

? It is frequently impossible for-customs officers and importers to obtain cost of produc-
tion data from disinterested competitor foreizn manufacturers. Appraisers and the eourts
are frequently faced with this troublesome deficiency of evidence, resulting in conjecture
and confuston that can and should be avoided.
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(g) Taxes.—The value of imported merchandise ascertained or estimated in
accordance with this section shall not include the amount of any internal tax,
applicable within the country of origin or exportation, from which the merchan-
dise undergoing appraisement has been exempted or has been or will be relieved
by means of refund.

(h) DEFINITIONS.—AS used in this section, the following terms shall have the
meanings respectively indicated:

(1) “Freely sold or offered for sale”—sold or offered for sale™ to (all)™
purchasers at wholesale who are financially independent of the seller,® with-
out restrictions as to the disposition or use of the merchandise by the
purchaser, except restrictions as to such disposition or use which (A) are
imposed or required by law, or (B) limit the price at which or the territory
in which the merchandise may be resold, or (C) do not substantially affect
the value of the merchandise to usual purchasers at wholesale.

(2) “Ordinary course of trade’-—the conditions and practices which, for
a reasonable time prior to the exportation of the merchandise undergoing
appraisement, have been normal in the trade under consideration with
respect to merchandise of the same class or kind as the merchandise
undergoing appraisement.

(3) “Purchasers at wholesale”—purchasers who buy in the usual whole-
sale quantities for industrial use or for resale otherwise than at retail; or,
if there are no such purehasers, then (all)® othér purchasers for resale who
buy in the usual wholesale quantities; or, if there are no purchasers in
either of the foregoing categories, then all other purchasers who buy in the
usual wholesale quantities.

(4) “Such or similar merchandise’’—the merchandise undergoing ap-
praisement shall be considered “such” merchandise, and other merchandise
shall be considered “such” merchandise if—

(A) it is identical in physical characteristics and in quality of work-
manship and construction™ and was produced in the same country by
the same person, or

(B) when no value meeting the requirements of the definition of value
under consideration can be ascertained or estimated under (A), the
merchandise is identical in physical characteristics and in quality of
workmanship and construction ™ and was produced by another person
in the same country.

1 The omission of the words *“for sale” is apparently an oversight. Unless these words
are added, offerings that are not made in connection with pecuniary sales involving passage
of, title will bave to be considered, such as loans, barters, consignments, etc.

1 A deller rarely wants to sell to everybody, yet the customs courts now insist that
Qutiable values cannot be based on situations where the seller selects his buyers, or sells
only to wholesalers or only to a particular class of purchasers. See Pan American Lumber
Co. v. United States (Reap. Decis. 8018, decided June 15, 1951), and authorities therein
cited, wherein it is stated :

“The expression ‘all purchasers’ does not mean the members of some association only,
or 99 per centum of the purchasers, or those of a particular class, but all who care to buy.”

The above interpretation of the term “all purchasers,” as now enforced, imposes im-
possible situations and great confusion. A readoption by Congress of this phrassology
will only confirm and add emphasis to this unfortunate interpretation. Almost every
grogresswe foreign seller who desires to promote the sale of his product in the United

tates will appoint one or more United States representatives to promote the sale of the
foreign product. That is the way foreign business is now primarily conducted, If all
sales to such promoters and prlma{ay purchasers are cancelled for dutiable valuation pur-
poses, as the present wording of H. R. 5505 now requires, then the prop-sed valuation
changes in H. R. 5505 will leave intact one of the primary causes of complaint. This is
the most important defect in the proposed valuation revisions.

The sales prices involved in all legitimate sales between buyers and sellers who do not
own or control one another (the United States imFotter is a subsidiary of the foreign parent
seller, or vice versa) should be accepted as a reference for valuation purposes. Any pos-
sible cﬁllusioxtl bletW(leen bl;yer and] sel(ljer to ma&ligul&i}:e invoilee prices for the purpose of
concealing actual eales prices is already covered Ly the penalty and forfeiture pr fons.
(See sec. 592 of Tariff Act of 1930.) . provistons

12 Two articles 'may have the same physical characteristics but have vastly different
values due to quality factors such as differences in workmanship or in construction. For
instance, relative to workmanship, a statue produced by an art student will have the same
physical characteristics as that by a well-known artist portraying the same subject matter,
but the value of the former will bear no relation to the value cf the latter. Relative to
similarity in quality of construction, Vice Adm. Charles W. Fox pointed out this difference
very nicely when testifying on March 3. 1952, before the House Armed Services Committee,
He there produced two steel bearings that looked exactly alike, but cne cost only 43 cents,
and the other cost $4.38 because It was a precision bearing requiring exact gooling for
use in a gyrocompass.
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Merchandise shall be considered “similar” to the merchandise undergoing
appraisement if it is not within the foregoing definition of “such” merchandise
but— '

(C) it was produced in the same country as the merchandise undergoing
appraisement, by the same person, of like materials, is used for the same
purpose, and is of approximately equal commercial value, or

(D) when no value meeting the requirements of the definition of value
under consideration can be ascertained or estimated under (C), the mer-
chandise is correspondingly similar and was produced by another person in
the same country.

(5) “Usunal wholesale quantities”—the quantities usually sold in the class
of transactions in which the greater aggregate quantity of the “such or similar
merchandise,” in respect of which value is being ascertained or estimated, is
sold in the market under consideration.

Senator Kerr. Mr. Bennett, have a seat, sir.

STATEMENT OF FRED BENNETT, CHAIRMAN, IMPORT AND CUSTOMS
COMMITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW
YORK, INC.

Mr. BenNETT. My name is Fred Bennett. I appear as chairman
of the customs and 1mport committee of the Commerce and Industry
Association of New York, Inc., an organization which includes in
its membership more than a thousand firms directly interested in the
importation of merchandise from abroad, and others directly associa-
ted with foreign trade in the field of transportation, banking and
insurance.

Our association has for a long time been making efforts in coopera-
tion with administration officials to find ways and means whereby the
pf_ef?egt procedures in the handling of import questions could be sim-
plified.

We have recognized, as the Treasury Department has now recog-
nized in this bill, that it is necessary to amend the present law in order
to secure the needed authority to bring merchandise into this country
under a modern and simplified procedure.

We, in principle, approve section 13 of the present bill which relates
to the question of value. Incidentally, we are confining our remarks,
Mr, Chairman, to three sections of the bill: Section 13, which relates
to value, section 17 which relates to amendments and undervalua-
tion, and section 20 which relates to currency.

Section 13 removes from the present law the basis of value known
as foreign value, which has been a very cumbersome basis upon which
to find a value for Customs purposes.

I am not going to deal, with your permission, Mr. Chairman, with
the various suggestions that we have to make in respect of value, be-
cause they are changes in language intended to further the purpose
of the Treasury Department, to clarify and simplify the law, and we
ask permission to file these suggested changes in language with the
committee, for the consideration of the committee and the Treasury
Department.

genator Kerr. They may be received.

Mr. Bex~Nerr. Thank you, sir.

The section relating to currency bothers us somewhat because of the
provision which indicates that the basis for the first determination of
the conversion rate shall be the International Monetary Fund.



CUSTOMS SIMPLIFICATION ACT 83

Currency is one of the three important factors in the determination
of duty. The three factors are the rate of duty, the value, and the con-
version of currency.

Obviously, a conversion rate may very radically and drastically
change the basis of duty for any importation.

We would prefer that the determination of the conversion rate
be made by the Federal Reserve Board, based upon commercial trans-
actions. We think that is more realistic of commercial transactions
and ‘more realistic of the economic situation at the time of the im-
portation. '

The Treasury Department apparently would like to use the inter-
national monetary fund rates because 1t would eliminate the use of
a number of small fraction rates published by the Federal Reserve
Board, as of necessity. We see no objection to using the international
monetary fund rate as a guide or as a bench post, as Mr. Graham
said the other day at the hearing, but we feel that the fundamental
basis of the determinaton of the rate should be the Federal Reserve
Board, and our reason for that is, in theory and principle, that the
Tariff Act is a domestic statute, and that the participation of any
other country in the determination of any part of that tariff is, to
us, an obnoxious feature.

We realize that by reversing it and taking the Federal Reserve
Board rate and using the international monetary fund as a check,
brings about the same result in practice, but in principle, the basic
rate 1s fixed by one of our own agencies in the United States, and
we think that 1s where it belongs, and we would like to submit that
for your consideration.

Section 17, which relates to the amendment of entries and under-
valuation has already been touched on by Mr. Tompkins, by Mr. Ray,
and it has been explained that the present law provides for an auto-
matic penalty.

The proposed measure would eliminate the automatic penalty.
That is a good feature, but in making a substitution the Treasury
Department seems to us to have made some errors in the method of
determination as to when undervaluation of duties shall be assessed.

On page 28 of the proposed bill it reads:
if the consignee shall have failed to furnish the appraiser, before that officer
has signed his report of value to the collector, ail information required by
customs officers which is relevant to the value of the merchandise and available
to him at the time of entry or within a reasonable time thereafter, and all such
information that is so available to the person, if any—
and so forth—we think that the provision may lead to confusion, and
certainly to uncertainty as to the attitude of customs officers.

We speak of “all” information, we speak of “required” and we speak
of “customs officers.”

The port of New York is a place where we have a very large num-
ber of customs officers, many of whom may in some direct or indirect
way have something to do with the valuation of merchandise. How
they shall require the information is not specified nor is it specified
that the Treasury Department shall promulgate regulations as to
how the information is to be required, whether by questionnaire, by
oral questions, by any other form. )

Furthermore, 1t speaks of “all” information, which may mean a
catch-all questionnaire or a catch-all form, which would leave the
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importer in a position that anytime that he may innocently omit some
information and that a particular customs officer, undesignated by
law, may report that particular importation subject to undervalua-
tion duties.

We think that the substitute should be eliminated from the bill
altogether because other provisions of the law take care of the situa-
tion where an importer enters his merchandise irregularly, but if
the Treasury Department, for administrative purposes, feels that
some provision for additional duties should be in the law, then we
urge upon the committee to place that provision in such language that
there can never be a doubt as to the definiteness with which an im-
porter conducts his business with the United States'Government or
the Government conducts its business with the United States citizen.

The present bill also, as Mr. Tompkins pointed out, deprives the
importer of his right to amend. It establishes a procedure whereby
if the value is to be changed, that the customs officer will change the
value and, in effect, he will amend the entry.

The purpose of that is to eliminate a great deal of present work of
amendment on the part of importers, and to that we have no objec-
tion, but we do not think that by giving the right of amendment to
the Government—so-called amendment to the Government—that the
right should be taken from the importer when he feels that he wants
to make an affirmative declaration of a change of his original value,
just the same as in the case of the income tax, if he has made a mis-
statement in his income tax he has a right within a reasonable time
to change it.

Senator Krrr. Illustrate for me an example of where he would
want to amend his declaration of value.

Mr. Bexnerr. Well, an importation will arrive today with docu-
ments from abroad which will show the price at which he bought the
goods and will not show on those papers the price at which that manu-
facturer or other manufacturers in the country of exportation are of-
fering the same kind of goods to other importers.

The price, for value purposes, is the price offered on the day of ex-
portation, not the date of purchase. That information may come to
him 2, 8, or 6 days after he has had his original papers. He has al-
ready made his entry because he wants his merchandise. So, with this
additional information, which will show that his value was erroneous,
he wants to correct that and make an affirmative declaration of what
he believes to be the proper value for dutiable purposes.

Under the present law he can make that amendment. That particu-
lar value might be submitted to the appraiser, and the appraiser would
not be agreeable to stating that value as his appraised value.

It is to these three sections, Mr. Chairman and members, that we
direct our particular comments. The bill has very many features of
nierit ; there are other parts of the customs laws which should be sub-
ject to consideration at this time or some other time, but these three
1tems are the essence of the bill, and I have pointed out that the valua-
tion section is in the main a very definite improvement of the present
law, with some of the language changes that we have offered.

The currency question is a matter of principle or theory, as to
where should be the basis of determination of the rate. But on the
question of amendment and the question of the imposition of addi-
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‘tional duties, we think there the proposed law needs a very definite
reconsideration on the part of the gra tsman.

Senator Kerr. And you have provided the language which you
think should be used ?

Mr. Bennerr. 1 have not, Senator, but if you would like something
.offered in that way, I would be glad to try it.

Senator Kerr. I think it would be well.

(The information referred to follows:)

Mr. BenNerr. I think that, Senator, is the substance of my remarks.

Senator Kerr. All right, sir.

Mr. Bennerr. Thank you very much.

(The prepared statement of Mr. Bennett is as follows:)

‘STATEMENT PRESENTED BY FRED BENNE1T, CHAIRMAN, IMPORT AND CUSTOMS
COMMITTEE OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC.

CUSTOMS SIMPLIFICATION ACT (H. R. 5505)

The Commerce and Industry Association of New York, Inc., established in
1897 as the Merchants’ Association, is recognized as the chamber of commerce
for the New York metropolitan area. Included within its membership there are
approximately 1,000 firms directly interested in the importation of merchandise
from abroad, and others directly associated with foreign trade in the fields
-of transportation, banking, and insurance. This association, therefore, has
been very closely identified with foreign trade in all of its phases.

The association feels that now more than ever in the history of the United
States our economic relations with other countries are of vital importance in the
interest of world peace. With this in view, the association has worked con-
-sistently in the furtherance of cordial commercial relationships with those with
whom we are engaged in international trade. Much depends, in connection with
the importation of foreign goods, upon the methods of clearance of such mer-
chandise upon its arrival in the United States; they should be as simple as
practicable consistent with the purposes of our tariff structure. The associa-
tion, through its import and customs committee, has cooperated with representa-
tives of our Government on programs of simplificatien of procedure, but further
progress in this direction depends upon a change in the present law.

Our committee has made a number of recommendations of changes in the
Tariff Act of 1930 to bring about this objective. These have been presented
to various Members of Congress and have been discussed with Government
-officials. Some of our proposals have been incorporated in H. R. 5505, the bill
which is now before your committee for consideration. But these propsals,
as written into the present bill and -in the absence of other provisions which
should be included, prevent this measure from fully meeting the desired object
of simplification of customs procedure.

Nevertheless, the need for some of the changes which are intended to be
effected by the present measure is of such immediate importance that the
pasage of this bill should not be unduly delayed by attempting to broaden its
present scope. We hope that Congress at some early date will give study
‘to a plan for a complete review of our customs laws. R

H. R. 5505 contains three sections which are of the essence of the measure
insofar as they affect gemerally imports into the United States, and it is to
these three sections that we confine our comments. The three sections are :

Section 13. Value.
Section 17. Amendment of entries and duties on undervaluation.
Section 20. Conversion of currency.

They should be retained in the bill but modified in language (a) to insure no
deprivation of the substantjal rights of importers, and (b) to meet adequately
the administrative difficulties they are intended to eliminate.

SECTION 13. VALUE

The difficulties in the determination of the value upon which ad valorem duties
are assessed under the existing law (a) have caused foreign manufacturers and
importers to refrain from entering foreign goods in this market because of “the
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uncertainties attached to finding a value acceptable to customs; (b) have resulted
in the prohibition of the importation of goods when the values were “ascertained”
upon an unrealistic commercial basis; (c¢) have caused delays in the fixation of
duties resulting in a heavy burden of work upon customs officials because of the
length of time consumed before a final decision could be reached; and (d) have-
imposed burdensome expense on importers because of sudden demands for duties
some time after entry of the merchandise, after selling prices in the United
States have been fixed, and in many cases after goods have been sold and deliv-
ered. The files of the Treasury Department will reveal these conditions. The-
basis of value for dutiable purposes should be simple of application and in har-
mony with well-established commercial practices. On both counts the present
law has failed.

The basis of value in the existing law (sec. 402 of the Tariff Act of 1930) which
has created the most difficulties is foreign value. Foreign value calls for a deter-
mination of market conditions in the country of exportation in respect of the-
sale of goods for home consumption. It was adopted at a time when the United
States economic structure was less imposing—when there was a closer similarity
between market conditions abroad and those which existed in the United States.
It has become evident in recent years that conditions of marketing and distribu-
tion of merchandise abroad are quite different in their characteristics from the-
methods of marketing and distributing in the United States, particularly when
one compares the consumer population and geographical area of the United
States; and, in addition, market conditions vary from country to country accord-
ing to population, size, products, and distribution. No standards of valuation
based on transactions in the home market of a country of exportation are possible
without creating discrimination by reason of such differences.

From an administrative standpoint the United States Customs is faced with
the necessity of obtaining facts from abroad. The information which is obtained’
is frequently open to question as to accuracy. Foreign manufacturers, with the-
best of intentions, do not always make available those facts upon which an
appraisement can be satisfactorily made. Investigations by United States
Government agents have bhad to be repeated two and three times before the
appraiser of merchandise obtained facts upon which he believed he could proceed
t(i)‘f arrive at a value. Delays have run into years before appraisement has been
effected.

Manufacturers and sellers in foreign countries and, in some cases, their-
governments, do not like United States Treasury agents making inquiries as
to production costs and methods of distribution in the home market, including
prices for their own home customers, discounts, and other confidential data,
none of which have a bearing upon the price at which merchandise is sold for-
export to the United States. Such inquiries do not contribute to good feeling.

The Treasury Department and all organizations which have had experience
in the handling of imported merchandise are united in their opposition to the
foreign-value basis of appraisement. It should be eliminated from the law
and we fully endorse that section of H. R. 5505 which accomplishes this result.

Hxport value should be, as proposed, the first basis of appraisement. Such
value can be readily ascertained. All of the transactions involving the sale of”
goods for export to the United States pass under the scrutiny of customs officials.
Importers would be assured of equal treatment in the assessment of duty on
the same class of merchandise from the same country. Inasmuch as the value-
is found as of the date of exportation, customs officials would have, within a
short time from the date of exportation, a record of all transactions which
would have any bearing upon the value of goods shipped to the United States.
The delays incident to the determination of foreign value would not exist;
both the Government and importers would know at an earlier date the obliga-
tions of any particular importation—with a saving of time and, thus, expense-
to both.

United States value should be adopted, as proposed, as the second basis of
appraisement, with some modifications in language as indicated in appendix A,
attached. The recommended changes are in the interest of clarity and to estab-
lish consistency with other provisions of the proposed law ; they will further the
object of the present measure. .

The third basis of appraisement proposed in this present measure, to wit,
comparative value, should be the fourth basis of appraisement, and constructed
value, which appears in the bill in fourth position, should be made the third
basis. A value basis should appear in the order of its simplicity of determina-
tion. Comparative value is more difficult of determination than constructed
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value. The argument advanced for placing constructed value in fourth position
is that its determination requires investigation abroad, as in the case of foreign
value. Hence, it is stated, those who argue this to be a bad feature of foreign
value cannot have a valid objection to the establishment of constructed value
as the last resort. 'There are, however, several additional considerations,
Constructed value would be utilized only in a few cases ; most transactions would
meet the definitions of export value or United States value. Comparative value
would be indefinite and difficult of application; and, we are unable to see how,
in making comparisons under such proposed basis of value, customs officials can
escape making an investigation of the costs of the specified differences to make
an adequate adjustment. Comparative value is not a value for identical or
similar merchandise; it involves articles as to which adjustments must be made
for differences in size, material, construction, texture, and other differences.
Constructed value, on the other hand, would be confined to identical merchandise
and thus the investigation would be limited in its scope. It would be simpler
to determine a constructed value than a comparative value.

Comparative value should be used only as a last resort if a value cannot be
determined in any other manner. With certain changes in language, as
specified in appendix B, constructed value should be the third basis of value.
Some changes are also recommended, in appendix C, in the wording of com-
parative value. Appendix D covers suggested improvement in the language used
in the amended definitions in section 402 (h).

We urge that the bases of appraisement be designated in the following order
and that changes in language be effected as outlined in the appendices above
mentioned :

1. Export value

2. United States value
3. Constructed value
4. Comparative value

SECTION 17. AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION

Section 17 (a) of this bill deletes certain language from section 487 of the
Tariff Act of 1930, and thereby eliminates the importer’s right to amend his entry.
The law presently recognizes that an importer should have the right to make
an amendment of his original entry at any time before the appraiser makes his
return.

It is a known fact that the Treasury Department considers the amendment
of entries a burdensome procedure which clogs the machinery of appraisement.
The proposed measure would, in effect, permit the amendment of an entry but
it would be done by the customs examiner through his return of a value other
than that at which the importer entered his goods. Such an amendment would
be without penalty to the importer unless the examiner reported that the importer
had not furnished him with all information in his possession bearing upon the
value of the goods. We are not out of sympathy with this method, and believe
that most importations could be satisfactorily handled in this manner. Where
there is no difference of opinion as to a change in value, the appraiser should
make the change without the necessity of a formal amendment. On the other
hand, although this might become the practical and convenient method, and
the usual procedure in most instances, the importer should not be denied his
right of amendment on those occasions when he wishes to amend the value
in as formal a manner as he made the declaration of value originally. If he
never uses such right, nevertheless he should possess it. There is no substance
to the fear that the retention of this right means continued frequent amendments
of entries by importers. The importer is interested, as well as the Government,
in economy of operation. We urge that the importer’s right of amendment be
preserved in the law, which can be done without disturbing the proposed pro-
cedure of the Treasury Department.

Section 17 (b) proposes to amend section 489 of the Tariff Act of 1930, which
now provides for an automatic penalty, if the appraised value exceeds the entered
value, amounting to 1 percent for each 1 percent advance in value, based upon
the final appraised value. This association has recommended the complete
elimination of section 489 of the Tariff Act of 1930. The Treasury Department
apparently agrees with the view that the automatic penalty should be removed,
but holds that some method of assessment of a penalty should be substituted.
We do not believe that a substitution is necessary, rather that it would cause
additional work, confusion, and misunderstandings.
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The Treasury Department appears to be of the opinion that the complete
elimination of penalties would cause some importers to be negligent about fur-
nishing information, or perhaps purposely withhold information, which if dis-
closed would lead to the appraisement of merchandise at a value higher than the
entered value. It is our view that if section 489 were completely eliminated
there are still ample provisions in the statute to protect the Government against
any importer guilty of culpable negligence or intention to conceal or misrepresent
the facts or to deceive the appraiser as to the value of the merchandise (cf. sec.
592, Tariff Act of 1930). But, assuming that it is the desire of Congress to
include some provision for the imposition of additional duties, this association
submits that the basis upon which such action might be predicated should be
more definite than that provided in section 17 (b) of this bill.

The proposed amendment of section 489 of the Tariff Act of 1930 by section
17 (b) of the present bill would eliminate the automatic penalty, but substitute
a provision that a penalty may be imposed “* * * if the consignee shall have
failed to furnish the appraiser, before that officer has signed his report of
value to the collector, all information required by customs officers which is
relevant to the value of the merchandise and available to him at the time of
entry or within a reasonable time thereafter, and all such information that is
so available to the person, if any, in whose behalf the entry was made * * *

Under the above-quoted language, a serious burden is placed upon importers.
At the larger customs ports, particularly New York, there are many customs
“officers’’ in the office of the appraiser who are concerned with the appraisement
of imported merchandise. There are numerous other personnel, who might fall
within the general designation of customs *“officers,” outside the office of the
appraiser who might require some information as to the value of merchandise.
The law does not provide in what manner customs officers shall “require” such
information—by word of mouth, by letter, by questionnaire. This is a penalty
statute, despite the fact that the extra duties are called additional duties, and
there should be a uniformity of requirement so that each customs officer may not
set his own standards. One customs officer may differ in his attitude from an-
other, and it is conceivable that a customs officer may differ in his attitude
toward different importers. The procedure should be more definitely fixed to
insure against carelessness and to guarantee equality of treatment and a sound
basis on which an importer may present his case in court, if need be, on the issue
of whether or not he had furnished the value information required.

As indicated, the bill provides that the decision of the appraiser shall be sub-
ject to protest and administrative and judicial review. The reviewing officials
and the courts should not be faced with an indefinite record as to what was
“required” and what was furnished. The requirements should be explicit and
of such a nature that the importer, the reviewing officials, and the courts will
understand precisely what is in issue.

We direct attention at this point to the fact that the present law limits the
undervaluation penalty to 75 percent of the final appraised value. The proposed
measure carries no such limitation. In other words, a confiscatory pepalty of
400 or 500 percent will be possible, and no provision is made for any adjustment
of the penalty. The importer may be fully relieved by subsequent departmental
or court action, but it is either full relief or full penalty. Under such circum-
stances, the present limitation of 75 percent should be retained.

Section 17 (e) of this bill, amending section 501 of the Tariff Act, would permit
a consignee, his agent, or his attorney to request a notice of appraisement in
writing, provided a ‘“substantial” reason for requesting such notice is set forth.
The inclusion of the word ‘“‘substantial” suggests the need for a decision on the
part of someone as to whether or not the request will be honored. Such an
appeal would be made only because of some differences in view between the
Government and the importer, and if the collector has the right to determine
whether or not the request sets forth a ‘‘substantial” reason, then the very purpose
of the provision would be defeated. We recommend the elimination of the word
“gubstantial.”

Section 17 (d), modifying the procedure relative to the appraisement of mer-
chandise, fails to provide for three necessary changes in the law :

(1) The appraiser should be required to state in his return the basis of value
upon which he appraised the merchandise: Export value, United States value,
constructed value, or comparative value. The record should be clear as to what
the Government considered the applicable basis of appraisement. Such state-
ment of the basis of appraisement would properly inform the collector, the im-
porter, and, in the event of an appeal, the United States Customs Court.
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(2) There should be a time limitation on appraisement. There are to0 many
instances of prolonged delays in appraisement of merchandise, leaving the im-
porter uncertain in his obligations, in a number of cases, for years after the
merchandise has been imported.

(3) The existing law provides that where an advance in value is made at the
time of entry to meet a previous advance made by the appraiser on an earlier
importation, and where such previous advance has been made the subject of an
appeal to reappraisement to the Customs Court, the importer’s act in entering
the goods at the advanced value shall be considered to have been taken ‘“under
duress.” The purpose of this procedure is to give the importer the benefit of any
favorable court decision on the issue without his having to risk automatic penal-
ties under section 489. Under present law, duty is taken on the entered or ap-
praised value, whichever is higher—except in cases of entry ‘“under duress.”
The proposed bill makes the use of a “duress” entry unnecessary by the amend-
ment of section 503 of the Tariff Act by section 17 (d) of this bill, which provides
that the appraised value shall be the final value, regardless of the entered value.
Howerver, it overlooks the fact that the present procedure requires a deposit with
the Government of the differences in duty pending the outcome of the issue in
court, whereas the proposed bill affords the Government no such protection. We
recommend that this bill provide that where an appeal is pending in court, and
entries are made involving the same merchandise and the same issue prior to a
final decision in such pending appeal, the collector may require the deposit of
additional duties in the amount involved in the issue in litigation, except addi-
tional duties for undervaluation (so-called penalty duties).

SECTION 20. CONVERSION OF CURRENCY

The association is of the opinion that world conditions as they affect currency
are not sufficiently stabilized to justify any action at the present time toward a
change in the existing law. The conversion of currency for the determination of
duties is of great importance, exceeded only by the ascertainment of value and
the fixation of the rate of duty to be assessed on imported goods. We believe that
the currency situation at the moment is too indefinite and uncertain to justify
any action before a thorough study is made by the Congress as to the extent of
our participation in any international monetary agreement and the effects of such:
participation on the tariff structure of the United States.

In any case, we are opposed to the use of rates to be determined by an inter-
national body as a standard for the determination of duties under our tariff.
We hold that the final decision as to any of the elements which form the basis
of duty assessment should rest in the United States. If the committee should
decide that legislation is required at this time, then we suggest, as an alterna-
tive to the proposal in the present measure that the international monetary fund
rate be used as a standard, that the Federal Reserve bank rates shall be used
but that the Treasury Department may authorize the use of the international
monetary fund rates if they do not vary more than 5 percent from the Federal
Reserve bank rates. This, on its surface, would seem to bring about the same
result, but we submit that the principle of establishing the standard within
our own adminijstration of the customs laws would be maintained by virtue of
our proposed change.

It is our understanding that the purpose of using the international monetary
fund rates is to establish a simpler structure for the conversion of currencies
on entry. The present practice of taking the Federal Reserve bank rates is cum-
bersome because it requires the use of long fractions and, where the rates are
not available at the time of importation, the rechecking of the rates with the
dates of exportation in order to arrive at the precise exchange to be used for the
calculation of duties. The association is sympathetic with this purpose because
it would be economical from the standpoint of Government operation and would
be helpful to importers by establishing more stability in the determination of
duties. However, we believe this objective would be achieved more satisfacto-
rily if the Treasury Department were authorized to use the international mone-
tary fund rates provided they do not vary by more than 5 percent from the
Federal Reserve bank rates.

The association reiterates that the purpose of this memorandum is to deal
only with certain sections of H. R. 5505. The association does not recognize
that these are the only changes which should be made in the Tariff Act. We
urge the recommendations made above because we believe they are necessary
to accomplish the desired objective of this proposed legislation.
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APPENDIX A
UNITED STATES VALUE

(1) On page 19, line 18, strike out the word “profit” and insert in lieu thereof
the word “profits”. In support of this proposed amendment it should be noted:

(@) The definition of “United States value” in section 402 (e) of the Tariff
Act of 1930, provides for an allowance for “profits”, i. e., not necessarily only one
profit, when calculating that kind of value;

(b) The definition of “United States value” in section 13 of H. R. 5505 pro-
vides for an allowance for “any commission” [emphasis ours], i. e., one or more,
when calculating that kind of value;

(c) By virtue of the definition of the term “purchasers at wholesale” on page
23 of H. R. 5505, the selling price, from which “United States value” as defined
in section 13 of that bill is calculated, may be a price to retailers and, hence,
will sometimes include two profits, i. e.,, an importer’s profit and a wholesaler’s
profit.

(2) Onpage 19, lines 19, 20, and 21, strike out the words “imported merchandise
of the same class or kind as the merchandise undergoing appraisement” and in-
sert in lieu thereof the words “such or similar merchandise”. In support of
this suggested amendment it should be noted :

(@) In relation to the imported merchandise whose “United States value” is
being calculated, the phrase “imported merchandise of the same class or kind” is
much less specific than the phrase “such or similar merchandise’”. The former
phrase merely signifies that both the merchandise which is being appraised and
the merchandise which may be considered in connection with the allowance for
profit and general expenses must be imported and that they must have common
characteristics which distinguish them from other species or varieties of mer-
chandise. It does not signify that the merchandise which may be so considered
must resemble the merchandise which is being appraised in respect of size, weight,
quality, etc., or even in respect of value. For example, any automobile imported
from any foreign country is merchandise of the same class or kind as a Rolls
Royce imported from England. On the other hand, the phrase “such or similar
merchandise”, as defined on pages 23 and 24 of H. R. 5505, signifies merchandise
which is “produced in the same country as the merchandise undergoing appraise-
ment” and which is, at least, “of like materials” and “used for the same purpose”
and “ofsapproximately equal commercial value” ;

(b) The selling price, from which the “United States value” of imported mer-
chandise is calculated under the terms of section 13 of H. R. 5505, must be a
price of “such or similar merchandise”. Hence, it is unnecessary and unreason-
able to consider merchandise which is neither like nor similar to the merchandise
undergoing appraisement but which is merely of the same class or kind, when
determining the allowance for profit and general expenses involved in such an
appraisement ;

(¢) The phrase “imported merchandise of the same class or kind” is too vague
and indefinite a delineation of merchandise when may be so considered in such
an appraisement and will undoubtedly be the subject of various interpretations
and will result in much needless litigation.

APPENDIX B
CONSTRUCTED VALUE

On page 21, lines 7 through 13, strike out the words:

“(2) an addition for general expenses and profit equal to that which
producers in the country of production whose products are exported to the
United States usually add in sales, in the usual wholesale quantities and in
the ordinary course of trade, of merchandise of the same general class or
kind as the merchandise undergoing appraisement ;”

and insert, in lieu thereof, the words:

“(2) an addition for general expenses and profit equal, in percentage to
that which is usually added in sales in the country of production, in the
usual wholesale quantities and in the ordinary course of trade, of such or
similar merchandise, or, if there are no such sales of such or similar mer-
chandise, of merchandise of the same class or kind which most resembles
the merchandise undergoing appraisement ;”’
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ArPENDIX C
COMPARATIVE VALUE

(1) On page 20, line 15, we recommend that between the words “equivalent”
and “of” be inserted “at the time of exportation to the United States.”

(2) On page 20, line 18, from the word “which” to the end of the subsection,
line 22, there be inserted in place of the present language the following: “which
is comparable with and most resembles the merchandise undergoing appraise-
ment in construction and use, with appropriate adjustments in value for differ-
ences in size, weight, material, construction, quality, texture, use, and other
differences.”

The intent of this suggestion is to bring the articles to be compared within as
close relationship to each other as possible.

APPENDIX D
DEFINITIONS

(1) On page 22, line 18, strike out the word “all.”
(2) On page 22, line 20, before the word “purchaser”, insert the words ‘“‘seller
$1)
(3) On page 22, line 21, after the word “law,” insert “or (B) reasonably limit
the number or classes of purchasers”.

(4) On page 22, lines 21 and 23, strike out “(B)” and “(C)” and insert, in
lieu thereof, “(C)” and *“(D)”, respectively.

(5) On page 24, line 6, after the word “appraisement”, strike out the comma
and insert, in lieu thereof, the word “and”.

(6) On page 24, line 7, after the word “person”, insert the words “and is” and,
after the word “materials”, insert the words ‘“and construction”.

The association makes the reservation that other changes in language in this
section may be advisable, but those recommended are considered of greater
significance.

Senator Kerr. Mr. Tyre? Have a seat, Mr. Tyre.

or

STATEMENT OF A. C. TYRE, IMPORTERS ASSOCIATION, INC.

Mr. Tyre. My name is A. C. Tyre, and I represent the Importers
Association, Inc., of Chicago.

The importers association is an organization composed of approxi-
mately 275 firms and individuals engaged in the importing industry.

The Customs Simplification Act has been the subject of frequent
discussions at meetings and committee meetings of this association for
the past 3 years, and the association is hopeful that the bill, having
;‘eached the present stage, will be passed on favorably in the near

uture.

The organization is generally in favor of the bill as it has now been
submitted, but there are certain defects in the bill which we feel
should be corrected in the interests of customs simplification, and in
the interests of importers, as well.

One of the principal objections which the importers association has
raised is that of the elimination of the provision for amendment of
entries.

The previous witnesses have covered the matter quite fully, and
I do not think that I can add anything except that Mr. Bennett, in
giving an explanation, might have amplified it a little bit.

For instance, if an 1mporter files an entry on a declared value of
$1,000, pays a regular duty of 25 percent, his duty would be $250.

98600—52——7
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If, after receiving information that the correct value should have:
been $1,100, by the privilege of amending the entry he would pay the-
additional duty of 25 percent on $100, or a total of $275.

On the other hand, if the customs appraising officer should decide
that the importer was culpably negligent or fraudulent in withholding:
the information relative to that increase of $100 in value, the duties.
would be assessed on the total value of $1,100 at 35 percent, or a total
of $350 as against $275.

Senator Kerr. Would that be $350 or $385 ?

Mr. Tyre. $385; I stand corrected.

Senator Kerr. Well, I thought that is what it would be if I under-
stood what you were talking about.

Mr. Tyre. That is correct.

The importer’s only recourse in such a case would be to resort to a
petition to the United States Customs Court, which we think is costly-
not only to the Government but to the importer, and for amounts
involving differences such as I have illustrated, the amount is too-
small to resort to legal procedure, and, as a result, the importer simply
pays the amount and forgets about it.

We think that the law can be amended as it stands at the present.
time with very little change.

Senator Kerr. You mean the law, or the bill?

Mr. Tyre. The bill. It can be amended in that section by giving the
imgorter the privilege to amend.

ne thing that should be brought to the attention of your committee:
is that the present tariff law provides that there is a presumption of’
correctness on the part of an act of a customs officer, and the Govern-
ment therefore is fully protected, and has a rather powerful weapon,
and the appraisers or the examiners do not need this additional pro-
tection as set up in section 489.

One other observation I would like to make is that under temporary
free importations where, section 308 of the Tariff Act, salesmen arrive
in the United States with samples, frequently the samples are not
marked to comply with the requirements of the tariff law.

I would like to have inserted for the consideration of the commit-
tee a ({)rovision eliminating the requirements for the marking of mer-
chandise which is entered as samples for temporary entry. The law-
has penalties for evasion of the marking provisions of the law, which
I think are ample to protect the Government if the salesman should:
attempt to dispose of the merchandise without proper marking.

The law also has a provision for change in determining currency
values, which is a considerable variation from the past practice, and’
rovides for the publication of the rates as determined by the Federal

eserve, but subject to the decision of the Treasury Department as to-
whether or not they will be published.

The withholding of publication of the Federal Reserve exchange
rates has caused some consternation on the part of importers in the
past, and if the Treasury Department is given the right to determine
the exchange rates, we believe that some provision should be included’
makin% the publication of the rates mandatory and at a reasonable-
time]aI after the rates are made available to them by the Federal Reserve
bank.

I do not want to appear facetious, but I have seen posters on the:
bulletin boards of various Treasury Department offices which pro--
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claim in bold type, “Procrastination is the thief of time,” and the
statement of Mr. Bennett, the former witness, asking that a time limit
be placed in the bill, limiting appraisements to 120 days is reasonable
ang should be included in the bill.

The failure of customs officers to promptly appraise merchandise
is a constant source of irritation to importers. It is expensive to the
Government by reason of the fact that it allows files to accumulate
year after year without action, and it is merely human nature when
an individual is confronted with a difficult problem to set it aside if
he does not have a time limitation placed on him to perform an act,
and Ibelieve that the importers are entitled to that consideration.

I would like to file a written statement if the chairman agrees, to
be filed within the next day or two.

Senator Kerr. It may be filed, Mr. Tyre. Thank you, sir.

Mr. Tyre. Thank you.

(The statement referred to is as follows:)

STATEMENT OF A. C. TYRE ON BEBALF oF IMPORTERS ASSOCIATION, Inc., CHICAGO,
ILL., RE CUSTOMS SIMPLIFICATION BrL (H. R. 5505)

Section 5. American goods returned: These amendments to the tariff act
should be adopted. At the present time an importer is required frequently to
resort to lengthy correspondence and digging up of old records to establish the
fact that the merchandise has been exported from the United States, when the
examination by customs officers can, in most cases, establish such fact without
the production of documentary proof.

Section 13. Value: The Importers Association, Inc., is in agreement with the
removal of “foreign value” as a basis for assessment of ad valorem duties.
Under section 402 (b) Export value the bill reads “freely offered for sale in the
principal markets.” Under section 402 (c¢) the bill reads “freely offered for
sale in the principal market.” It would seem that there would more likely be
more than one principal market in the United States than abroad, and the
wording of that section should be reviewed. Under section 402 (g) Definitions,
paragraph (1) in one place refers to “all purchasers at wholesale”’ and in an-
other to “usual purchasers at wholesale.” The wording should be uniform since
it would seem that the two terms would embrace a different class of purchasers
and would cause confusion in the administration of the law. Paragraph (3)
of the same section defines “purchasers at wholesale,” therefore it would seem
that the words “all” and “usual” could be eliminated from paragraph (1).

Section 313 (c). Draw-back—*“Merchandise not conforming to samples or
specification” ; The 30-day limitation in the present law is often difficult for an
importer to comply with, and the provisions of the bill extending the time to
90 days should be adopted.

In report No. 1089, Eighty-second Congress, first session, the House of Repre-
sentatives says on page 3, “Importers will no longer be uncertain what value
will be assigned to their imports, and appraisements will be completed more
promptly.”” It is sincerely hoped by the Importers Association, Inc., that the
wording of the various provisions be carefully studied to eliminate as much as
possible any uncertainty with respect to their meaning, and thereby enable both
the Government and importers to receive the benefits of the many months of
work in the passage of this legislation.

Senator Kerr. Mr. Tipton.

STATEMENT OF STUART G. TIPTON, GENERAL COUNSEL, AIR
TRANSPORT ASSOCIATION OF AMERICA

Mr. Treron. My name is Stuart G. Tipton. I am general counsel
of the Air Transport Association of America. -

I represent the Air Transport Association of America which has
as its members practically all of the certificated airlines of the United
States, and all of the international airlines.
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We welcome the opportunity of discussing this bill before the com-
mittee. It is an important bill for us. At the time the last adminis-
trative customs bill was passed through the Congress, airlines did
not amount to much, and consequently there was no reason to give
their particular problems any attention.

Since that time they have increased in their contribution to inter-
national trade and travel a great deal. As far as cargo is concerned
1t has gone up from 8,000 pounds of cargo in 1931 to 80,000,000 pounds
of cargo in 1950.

Senator Kerr. What percentage of increase is that?

Mr. Treron. It is 10,000 times. I cannot convert that into per-
centages, but it is 10,000 times.

Senator Kerr. I cannot either, and I thought maybe you could.

Mr. TreroN. Passengers have increased from about 9,000 in 1931 to
580,000 in 1950; consequently, the airlines have a deep interest in
simplifying the customs procedures because all we have to sell is
speed. We charge approximately 10 times for moving cargo what
surface carriers charge. In order to get people to pay that and to
take advantage of that speed, we have to give them the speed, and
customs procedures may well make the difference between selling a
particular block of business and giving a shipper that service and
not selling it at all.

We have three suggestions to make with respect to the legislation
that is now before the committee. One deals with the consular in-
voices. As the committee knows, the consular invoice is a document
describing the goods which is made out by the shipper abroad and
certified by a United States consul. Section 16 of the bill would re-
lieve the shippers of preparing such a document if the shipment is
valued at less than $250. At the present time, the exemption applies
to goods valued at less than $100. We certainly concur with the
Treasury Department that something should be done to relieve ship-
pers of the onerous requirements of securing consular invoices, but
we think the document should be eliminated. That invoice is ex-
tremely complicated to prepare. It delays shipments substantially,
is expensive, and is unnecessary.

To demonstrate how complicated it is, let me point out that although
the form itself consists of two sides of one sheet, nevertheless the in-
structions for preparing the form require six pages and these six
pages must be understood by foreign shippers. The delay involved
includes not only the filling out of the form but the shipper must visit
the United States consulate, although his office may be in another
part of the country, to leave the invoice and oftentimes must make a
second visit to pick up the verified invoice. Both visits involve delays
and increase the expense of foreign trade. It may be said that these
visits are unnecessary and mail could be relied upon, but it is well
known that personal appearance is more likely to secure the service
desired. It will be apparent since shipments from parts of South
America and Europe can be flown to the United States overnight
that it may often take longer to secure a consular invoice than it will
to fly the goods to this country. The form serves no useful purpose
in that information needed can be secured from the commercial in-
voice prepared by the seller and from the airway bill which accom-
panies the goods.
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It is significant that management exports, who made a survey of
the Bureau of Customs at the Bureau’s invitation, studied the use of
the consular invoice and recommended that it be abolished to relieve
the burden on the consular and customs services.

We strongly recommend that the form be abolished. However, if
that is not, possible the form should be required only for shipments
valued at $500 or more.

The next comment we have on the bill deals with informal entries.

Senator Kerr. With what?

Mr. Treron. Informal entries.

This same section of the bill, namely, section 16, also recognizes the
desirability of broadening the use of informal entries. Thus this
section would provide that informal entries which now may be utilized
on shipments valued up to $100 be applicable to shipments valued up
to $250. Under the informal entry procedure the employees of the
customs service themselves prepare all the documents necessary and
these are then signed by the owner or the agent making the entry.
The Government is adequately protected in that its own employees
prepare the forms and collect any duty which is assessable. The in-
formal entry was devised to enter shipments on which very little duty
is collectible. Thus, the 535,221 informal entries in 1950 produced
only an average of $3.68 revenue. If these shipments had been proc-
essed by formal entry, which cost the Customs Bureau an average of
$18.98 (in 1947) the transactions would have represented a substantial
loss above what was collected as revenue from the entry. We heartily
concur with the Treasury Department that the informal entry pro-
cedure should be used more extensively and we have three suggestions
as to how its use should be broadened.

First, we believe that goods valued up to $500 or less should be sub-
ject to informal entries. This larger figure would be an appropriate
recognition of the change in purchasing power of the dollar and make
the amount of goods which could be admitted by informal entry con-
sistent with the amount which can be brought back by a returning
resident. Secondly, the bill should provide that goods on the free
list which are not subject to customs duty should also be admissible
under the informal entry procedure. Since no duties are collectible
on goods entering under the free list, there is no justification for im-
posing on such goods the complicated delay and expensive procedure
of the usual formal entry.

The third recommendation is that the bill should make clear that
air carriers, that is, the transport companies themselves, can make
informal entries on behalf of their consignees. The great speed with
which air carriers can bring goods to the United States combined
with the speed with which the goods can move from ports of entry
to inland cities make it essential that air carriers be authorized to make
informal entries. Thus, a lady’s blouse can come from Paris to New
York overnight, be in Detroit before the close of business on the day
it arrived in New York, and be on the shelf of a Detroit store about
36 hours after it left Paris. To do that, however, it would be neces-
sary to clear the goods through customs in New York at any hour of
the day or night. The customs inspectors are available in New York
around the clock and the airlines operate around the clock, but because
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the airlines are not permitted to nake informal entries, this optimum
speed of air transportation cannot be realized.

The shipments that arrive late in the day, during the night, or on
holidays have to wait until the following business day or longer to
secure entry. The alternative to waiting 24 to 98 hours in New York
is to put the goods in bond at New York for carriage to Detroit. To
do this the carrier must prepare nine copies in the in-bond form. On
arrival there, the carrier is quite likely to find that the Detroit port
of entry can accept no bonded goods because of lack of space and the
carrier must either provide its own space or carry them on to another
port such as Chicago. If the carrier takes them on to Chicago he is
%lllite likely to discover that 2 weeks’ time is required to make an entry
there because of the backlog of work. In any event, the Detroit con-
signee must appoint a broker in Chicago in order to enter the ship-
ment. After all this delay, the consignee must still get the goods
shipped back to Detroit. This is hardly the expeditious service which
the airline is capable of and anxious to provide. A similar awkward
inconvenience exists when the consignee lives at a point which is not
a port of entry. Thus a shipment from Paris to Waukegan, Ill,,
which is not a port of entry, could be cleared at New York informally
by the carrier and be shipped directly to the consignee just as though
it were a domestic shipment. But if it is placed in bond in New York,
it must be sent to a port of entry and the Waukegan consignee must
appoint a broker in a distant port to clear the shipment and then have
it moved forward at a later date. If 2 weeks are required to get a
package from Europe, a boat will serve as well, as all the speed is
taken out of air transport.

Senator Kerr. If it came in by boat would it not have the same
hurdles to clear on arrival as it now does if it comes in by air?

Mr. TrproN. Yes; that is correct.

Senator KErr. Is not all of the delay that you have referred to
here delay which occurs after it reaches this country ?

Mr. Treron. Yes; in dealing with the informal entries, that is the
case.

Senator Kgrr. Is there any difference in the way they deal with
informal entries as between goods which arrive by boat and goods
which arrive by air?

Mr. Trerown. I think not.

Senator Kerr. Then what you said would hardly be accurate, it
seems to me.

) MI‘aTIPTON. Well, my point there is this: That you pay a high price
in order .

Senator Krrr. I understood you to say that if this was not done
that there would be no advantage in shipping by air because it takes
just as long as it does by boat. Is that what you say?

Mr. Tieron. That is what I said.

Senator Kerr. You did not mean that, did you?

Mr. TieroN. Well, if we take 2 weeks to get the shipment over
here, it would not be worth paying the high price for air transport,
because the only way we can sell

Senator Kerr. I am not deprecating the desirability of the objec-
tive you have outlined. Either I have not understood you or your
statement was not quite accurate, because all of the delay that you
have referred to, and which you want to eliminate, and with which
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I am entirely sympathetic, as I understand your testimony, occurs
after the arrival in this country of the imported article.

Mr. Tipron. That is the case.

Senator KeErr. And it would not prevent the saving of time in
“transporting it from the foreign country to this country by air.

Mr. TreroN. No; you are quite right, and if I have said anything
which indicates the contrary, I am wrong. The transportation time
would rémain the same, the long time for the surface vessel and the
short time for the air.

Senator Kerr. If there is delay that can be eliminated, certainly
that is a wholesome objective. I just wanted to be sure I understood
what you said or what I thought you said.

Mr, Treron. May I go forward 1 minute on that though, to explain
how the airline and the surface are still not on a par even though the
delays are the same? We sell air freight to a consignee in the United
States. He has to have a good reason for it. Usually his reason
is that he can get imported merchandise in and reduce his inventories.
For example, he doesn’t need to buy such large shipments at a time,
and if he can receive his merchandise by air he can display samples
-and sell them without stocking a great deal of the merchandise.

Without regard to what surface carriers do, or the delays to surface
carriers, if we require 2 weeks to get merchandise from Paris through
customs to this man, then we have a hard time providing him with a
feasible service. Without the present customs delay we could pro-
vide 86-to-48-hour delivery from Paris so he could sell to his customer
one day and order it from Paris for delivery the following day or the

day after that. But if it takes air carriers 2 weeks to get the goods
over from Paris, then he cannot rely on the airlines to supply his cus-
‘tomers and it is hardly worth his while to pay our high rates. Now,
that is the point I have been anxious to make.

The third point I wish to make with respect to the bill deals with
preclearance by customs inspectors of aircraft coming to the United
States and this is a problem which I think is particularly important
with respect to aircraft.

Customs procedures applicable to aircraft could be simplified with
economy to the United States Government by the preclearance of air
-craft at cities outside of the United States before they arrived at
points in the United Sates. Thus aircraft coming to the United
States from Montreal, Canada, could be inspected at that point regard-
‘less of where the aircraft finally landed in the United States. There
are several important advantages to the United States Government
from this procedure. The United States could save expense in terms
of the number of inspectors necessary to handle incoming aircraft.
For example, aircraft operating from Montreal, Canada, to Syra-
«cuse, Albany, Rochester, New York City, Boston, and Tampa, use in-
spectors at all of those points, whereas if the aircraft were inspected
at Montreal before departure, inspections could be eliminated at des-
tination.

The Immigration Service has recognized the great advantages of
preclearance and is today inspecting the passengers on aircraft at
“‘Toronto before the planes enter the United States. The Immigra-
tion Service is also anxious to start such preclearance at Montreal,
‘Canada. The Customs Bureau has recently inaugurated preinspec-
tion at Toronto but under a condition which denies much of the bene-
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fit of preinspection. Even though customs is willing to examine
passengers and their baggage and accept payment of duties before
the aircraft takes off from Toronto, it nevertheless requires the op-
erators to file forms when the aircraft arrives in the United States.
This requires the maintenance of employees at destination for the sole
purpose of receiving those documents. This, of course, increases the
expenses and reduces the desirability of preclearance. We strongly
recommend that this committee adopt an amendment to this bill au-
thorizing the customs service to avail itself of preinspection proce-
dures to the fullest extent possible and to permit the greatest savings
in its own and the air carriers’ operations.

That concludes my statement, Mr. Chairman.

Senator Hoey (presiding). Thank you. Are there any other ques-
tions?

Thank you very much.

Mr. Treron. Thank you, sir.

(The statements of Mr. Tipton are as follows:)

STATEMENT OF STUART G. TIPTON, GENERAL COUNSEL, AIR TRANSPORT ASSOCIATION,"
OF AMERICA, oN H. R. 5505

My name is Stuart G. Tipton. I am general counsel of the Air Transport
Association of America, which includes as its members practically all of the
certificated airlines of the United States. We welcome the opportunity to dis-
cuss H. R. 5505 with the committee.

The airlines’ interest in customs procedures can best be demonstrated by
reciting the growth of international air transportation which requires customs
clearance since the enactment of the Tariff Act of 1930. The year after that
act was passed was the first year of international air cargo operations and
one airline reported the carriage of 8,000 pounds of cargo between the United
States and foreign points. That has increased ten-thousand-fold to 80 million
pounds in 1950, and was carried by 12 United States flag airlines. While this
represents only 40,000 tons, and therefore, a small portion of the total cargo
coming to the United States from international points, its significance exceeds
the mere relationship in numbers, because air cargo to a great extent repre-
sents samples of other cargo which will move by surface transport. It is of
urgent importance that these samples move expeditiously to facilitate trade.

Passengers arriving in the United States on airlines, who with their baggage
must be examined by customs, increased from 9,052, in fiscal 1931, to 580,609,
in fiscal 1950. Passengers arriving by air now almost equal the arrivals
in 1931 by air and sea. The nearly 600,000 passengers arriving by air in 1950
almost equal the 653,000 that arrived by sea and air in 1931.° Illustrative
of the impact of the air transport on the customs service is the rfact that in 1930
there were no customs inspectors assigned exclusively to handle international
air transportation, and today, in New York City alone, there are 91 inspectors
golely for air commerce.

My testimony will be divided into two general parts. First, there are
several sections in H. R. 5505, which we endorse and which should be enacted
in their present form as speedily as possible. Secondly, there are sections which
apparently are designed to solve serious problems, but those provisions are
inadequate and should be revised.

The three sections of the present bill which have particular application
to airline operations, and which we endorse for prompt enactment, are sec-
tions 12, 14, and 9, which I would like to discuss in that order.

Section 12 would amend the Tariff Act of 1930 to authorize the Secretary
of the Treasury to grant exemption from the application of the customs laws
for vehicles and equipment used in connection with aircraft accidents, for
such purposes as, search, rescue, investigation, repair and salvage. It will be
readily apparent that in the event of an aircraft accident customs red tape
should not impede search and rescue efforts. The greatest expedition is nec-
essary not only to save lives, but to attempt to salvage cargo and very ex-
pensive modern airplanes. The enactment of this provision will not result in a
great inflow of foreign goods into this country, because in this country we have
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an abundance of the supplies necessary to search for aircraft and rescue its
occupants, but the enactment of this provision will have important consequences
in the efforts of this government to secure similar privileges in foreign coun-
tries to permit us to search for aircraft in the event of accidents. United
States flag airlines operate into at least 87 different jurisdictions, and in each
of those we need arrangements to secure permission to search promptly for
aircraft and rescue passengers and salvage cargo and aircraft in the event of an
accident.

Section’ 14 of the bill would amend the Tariff Act of 1930 to authorize the
Secretary of the Treasury to permit by regulation the signing and delivery of
manifests and aircraft entry documents, by not only the pilot, as is now required,
but by other authorized agents of the operator of the aircraft. This section
would also amend the Tariff Act of 1930 to permit the Government to impose a
fine or penalty for irregularities or omissions in the manifests on the operator,
whereas now such penalties may be imposed only on the pilot or person in charge
of the aircraft. One of the differences between steamship and aircraft opera-
tions calls for this amendment. In an early day, the master of the vessel was
the only responsible agent of the steamship company who was certain to fall
‘within the jurisdiction of the customs authorities. Therefore, it was desirable
to require his signature and it was felt necessary to subject him to any penalties
for infractions. In airline operations, however, where the airline must secure
‘Government approval before it can land in a foreign country, the operating com-
pany, as well as the pilot, is subjected to the jurisdiction of the foreign gov-
ernment. Furthermore, since the pilot’s control over and responsibility for the
aircraft when it is on the ground is far less than the responsibility of the steam-
ship captain for a vessel when it is in a foreign port, it is desirable to hold the
operating company respounsible. The new procedure will actually aid the en-
forcement of the customs laws from the Government’s point of view. At the
present time notices of error in customs reports are sometimes sent to the pilot
which, because the pilot is shifted from one route to another, do not reach the
airline company for several weeks. Under the proposed legislation, the Secre-
tary could hold the airline operator directly responsible and would not be limited
to enforcing his regulations only on the pilot.

Both sections 12 and 14 should be enacted promptly to fulfill commitments by
this Government made to the other countries which are members of the Interna-
tional Civil Aviation Organization. In the Chicago Convention, signed in 1945,
our Government pledged itself in article 22 “* * * to adopt practicable meas-
ures, through the issuance of special regulations or otherwise to facilitate and
-expedite navigation by aircraft between the territories of contracting states,
and to prevent unnecessary delays to aircraft, crews, passengers, and cargo,
especially in the administration of the laws relating to * * * customs and
clearance.” And in article 23 our Government undertook “* * * to establish
customs * * #* procedures affecting international air navigation in accord-
ance with the practices which may be established or recommended from time
time, pursuant to this convention * * #*2

Pursuant to this commitment, the various governments, and there are now 58
members of the International Civil Aviation Organization, met and agreed to
certain customs procedures which are contained in annex 9 of the convention.
‘That annex calls for the provisions which are con‘tained in this bill in sections
12 and 14. The executive branch of the Government committed itself to adopt
these provisions, subject only to legislative authorization. The early enactment
of this bill will not only meet our Government’s commitments but will aid our
efforts to get similar provisions in other countries.

The third section of the bill which deals directly with aircraft operations is
section 9, which would authorize the Secretary of the Treasury, by regulation,
to admit to the United States, without payment of customs duties, ground equip-
ment for aircraft. Specjalized ground equipment is necessary to handle and
service the aircraft when it lands at various airports. These are usually specially
designed to be used with a given aireraft, and it is essential that the equipment
used be standard and uniform, whether the aircraft operates in Germany, Great
Britain, or India.

Since most of this type of equipment is manufactured in the United States, it is
unlikely that very much ground equipment will be imported into the United States,
but it is highly important that this Government enact this legislation to aid our
Government in securing reciprocal rights in the more than 87 jurisdictions to
which our airlines operate.




100 CUSTOMS SIMPLIFICATION ACT

In the next part of my testimony, I will discuss three customs problems whicl
although recognized as troublesome by the Treasury, are not adequately dealt
with in this bill. The three are, the consular invoice, the use of informal entries,
and the use of preclearance procedures. We concur in the Department’s view that
some amendment of the Tariff Act with respect to two of these problems is neces-
sary but we believe the provisions in this bill should be amended.

As the committee knows, the consular invoice is a document describing the
goods which is made out by the shipper abroad and certified by a United States
consul. Section 16 of the bill would relieve the shippers of preparing such a
document if the shipment is valued at less than $250. At the present time, the
exemption applies to goods valued at less than $100. We certainly concur with
the Treasury Department that something should be done to relieve shippers of the
onerous requirements of securing consular invoices, but we think the document
should be eliminated. That invoice is extremely complicated to prepare. It
delays shipments substantially, is expensive, and is unnecessary. To demonsirate
how complicated it is, let me point out that although the form itself consists of
two sides of one sheet, nevertheless, the instructions for preparing the form
require six pages and these six pages must be understood by foreign shippers.
The delay involved includes not only the filling out the form but the shipper must
visit the United States consulate, although his office may be in another part of
the country, to leave the invoice and oftentimes must make a second visit to pick
up the verified invoice. Both visits involve delays and increase the expense of
foreign trade. It may be said that these visits are unnecessary and mail could
be relied upon, but it is well known that personal appearance is more likely to
secure the service desired. It will be apparent since shipments from parts of
South America and Europe can be flown to the United States overnight that it
may often take longer to secure a consular invoice than it will to fly the goods
to this country. The form serves no useful purpose in that information needed
can be secured from the commercial invoice prepared by the seller and from the
airway bill which accompanies the goods.

It is significant that management experts, who made a survey of the Bureaw
of Customs at the Bureau’s invitation, studied the use of the consular invoice and
recommended that it be abolished for the following reasons :

The Customs Bureau is burdened by its attempts to keep consular officers
constantly advised of proper procedures and inadequacies of the invoices re-
ceived. The study denies that this work is of any value because the heavy
workload on consulates forces them to make the certification strictly routine
and provides little assistance either to the exporters or the Customs Service,
The protection which is looked for against fraud is often negligible because the
consular invoice may actually be prepared by brokers in this country and deliv-
ered to foreign offices for certification. In addition, many appraisements are
completed before the consular invoice is produced. When the invoices do not
arrive, extra bonds and forfeitures must be posted by the importer and burdens
on an already overworked staff are increased.

We strongly recommend that the form be abolished. However, if that is not
possible the form should be required only for shipment valued at $500 or more.
The form is not required today when the value of goods is less than $100, but
that figure was adopted so long ago that we believe to admit an equivalent
amount of goods today without a consular invoice would require the value to
be set nearer $500. This is supported by the recent increase to $500 as the
value of the goods which may be brought to the United States duty-free by
returning residents. Until just recently that figure was $100, but Congress, rec-
ognizing the difference in the purchasing power of the dollar, raised it to $500.
To increase the value of goods which do not require a consular invoice to $500
would make these two actions consistent.

This same section of the bill, namely, section 16, also recognizes the desira-
bility of broadening the use of informal entries. Thus this section would provide
that informal entries which now may be utilized on shipments valued up to $100
be applicable to shipments valued up to $250. Under the informal-entry pro-
cedure the employees of the Customs Service themselves prepare all the docu-
ments necessary and these are then signed by the owner or the agent making
the entry. The Government is adequately protected'in that its own employees
prepare the forms and collect any duty which is assessable. The informal
entry was devised to enter shipments on which very little duty is collectible.
Thus, the 535,221 informal entries in 1950 produced only an average of $3.68 of
revenue. If these shipments had been processed by formal entry, which cest
the Customs Bureau an average of $18.98 (in 1947), the transactions would have
represented a substantial loss above what was collected as revenue from the
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entry. We heartily concur with the Treasury Department that the informal-
entry procedure should be used more extensively, and we have three suggestions
as to how its use should be broadened.

First, we believe that goods valued up to $500 or less should be subject to
informal entries. This larger figure would be an appropriate recognition of
the change in purchasing power of the dollar and make the amount -of goods
which could be admitted by informal-entry consistent with the amount which
can be brought back by a returning resident. Secondly, the bill should provide
that goods on the free list which are not subject to customs duty should also
be admissible under the informal-entry procedure. Since no duties are collectible
on goods entering under the free list, there is no justification for imposing on
such goods the complicated delay and expensive procedure of the usual formal
entry.

The third recommendation is that the bill should make clear that air carriers
can make informal entries on behalf of their consignees. The great speed with
which air carriers can bring goods to the United States combined with the speed
with which the goods can move from ports of entry to inland cities make it essen-
tial that air carriers be authorized to make informal entries. Thus, a lady’s
blouse can come from Paris to New Lork overnight, be in Detroit before the close
of business on the day it arrived in New York, and be on the shelf of a Detroit
store about 36 hours after it left Paris. To do that, however, it would be
necessary to clear the goods through customs in New York at any hour of the
day or night. The customs inspectors are available in New York around the
clock and the airlines operate around the clock, but because the airlines are not
permitted to make informal entries, this optimum speed of air transportation
cannot be realized. The shipments that arrive late in the day, during the
right, or on holidays, have to wait until the following business day or longer to
secure entry. The alternative to waiting 24 to 96 hours in New York is to put
the goods in bond at New York for carriage to Detroit. To do this the carrier
must prepare nine copies of the in-bond form. On arrival there, the carrier is
quite likely to find that the Detroit port of entry can accept no bonded goods
because of lack of space and the carrier must either provide its own space or
carry them on to another port such as Chicago. If the carrier takes them on to
Chicago he is quite likely to discover that 2 weeks’ time is required to make an
entry there because of the backlog of work. In any event, the Detroit consignee
must appoint a broker in Chicago in order to enter the shipment. After all this
delay, the consignee must still get the goods shipped back to Detroit. This is
hardly the expeditious service which the airline is capable of and anxious to
provide. A similar awkward inconvenience exists when the consignee lives at a
point which is not a port of entry. Thus a shipment from Paris to Waukegan,
Ill., which is not a port of entry, could be cleared at New York informally by the
carrier and be shipped directly to the consignee just as though it were a domestie
shipment. But if it is placed in bond in New York, it must be sent to a port of
entry and the Waukegan consignee must appoint a broker in a distant port to
clear the shipment and then have it moved forward at a later date. If 2 weeks
are required to get a package from Europe, a boat will serve as well, as all the
speed is taken out of air transport.

There is no danger to the United States customs revenues from permitting air
carriers to use this procedure. First, the forms are prepared by United States
customs employees; secondly, the certificated air carriers are all bonded to
protect the United States Government against the loss of any revenue. In fact,
certain of the officers in the Customs Service suggested that informal entries be
used to expedite the handing of air-cargo shipments. A

We have tried for more than 3 years to secure a clarification of our rizht to
enter goods in this manner, but we have not yet had a decision by the Treasury
Department. We have had no answer to a letter which 3 years ago requested per-
mission to make informal entries. Two years ago the Customs Service held a
hearing on this problem in Baltimore, Md., but we have not been able to learn
the result of that hearing. We strongly recommend that this committee make
it perfectly clear by statutory language that airlines may enter goods informally
within the values prescribed by the statute. A suggested amendment is attached
to this statement as appendix A. .

Customs procedures applicable to aircraft could be simplified with economy
to the United States Government by the preclearance of aircraft at cities outside
of the United States before they arrived at points in the United States. Thus
aircraft coming to the United States from Montreal, Canada, could be inspected
at that point regardless of where the aircraft finally landed in the United States.
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There are several important advantages to the United States Government from
this procedure. The United States could save expense in terms of the number
of inspectors necessary to handle incoming aircraft. For example, aireraft
operating from Montreal, Canada, to Syracuse, Albany, Rochester, New York
City, Boston, and Tampa, use inspectors at all of those points, whereas if the
aircraft were inspected at Montreal before departure, inspections could be elim-
inated at destination.

The Iimmmigration Service has recognized the great advantages of preclearance
and is today inspecting the passengers on aircraft at Toronto before the planes
enter the United States. The Immigration Service is also anxious to start such
preclearance at Montreal, Canada. The Customs Bureau has recently inaug-
urated preinspection at Toronto but under a condition which denies much of the
benefit of preinspection. Even though Customs is willing to examine passengers
and their baggage and accept payment of duties before the aircraft takes off
from Toronto, it nevertheless requires the operators to file forms when the
aircraft arrives in the United States, This requires the maintenance of employ-
ees at destination for the sole purpose of receiving those documents, This, of
course, increases the expenses and reduces the desirability of preclearance. We
strongly recommend that this committee adopt an amendment to this bill au-
thorizing the Customs Service to avail itself of preinspection procedures to the
fullest extent possible and to permit the greatest savings in its own and the air
carriers’ operations. The suggested amendment is attached as appendix B.

We appreciate the opportunity to appear before your committee to discuss this
important legislation. We have several other comments to make on the bill but
they are of such detailed character that our purpose can be accomplished by
merely inserting them in the record at this point if the committee approves.
These supplementary comments are attached to the statement filed with the com-
mittee.

APPENDIX A

AMENDMENT TO H. R. 5505

Amend the bill by adding a new section 25 to read as follows:

“SEC. 25. Section 498 of the Tariff Act of 1930 (U. 8. C., 1946 edition, title 19,
sec. 1498) is amended by adding at the end thereof a new subparagraph (c¢) to
read as follows:

“‘(¢) Notwithstanding any other provision of the Tariff Act of 1930, as
amended. The Secretary of the Treasury is authorized to prescribe rules and
regulations for the declaration and entry by the operator of aircraft of merchan-
dise not exceeding $500 in value imported aboard such atircraft.’

APPENDIX B
AMENDMENT TO H. R. 5505

Amend the bill to provide for preclearance of aircraft by adding a new section
26 to read as follows:

“SEc. 26. Insert after section 439 of the Tariff Act of 1930, as amended (U. 8. C.
1946 edition, title 19, sec. 1439), a new section 439 (a) to read as follows: ‘Not-
withstanding any other provision of the Tariff Act of 1930, as amended, the
Secretary of the Treasury may, by regulation, authorize the customs officers and
employees at points outside of the United States to accept the entry of, make
appraisals, and classify merchandise destined to the United States, and to
search persons $d baggage, to board aircraft, to accept deposit of duty, and
reports of aireraft destined to the United States to the same extent that such
entry, appraisal, classification, deposit, or report would be accepted or could be
made at a point of entry in the United States. The Secretary may, by regulation,
relieve operators of aireraft, persons, baggage, and other merchandise which have
met the requirements imposed by regulation, pursuant to this section, from
entry, appraisal, classification, reporting, and any other requirement imposed on
arrival at a point of entry in the United States. If any person knowingly and
willingly with the intent to defraud the revenue of the United States smuggles or
clandestinely introduces into the United States any merchandise contrary to
law, or makes out or passes, or attempts to pass, any false, forged, or fraudu-
lent invoice, document, or paper through the points established by the Secretary,
pursuant to this section, shall be deemed guilty of violating the Tariff Act of 1930,
as amended, to the same extent, and shall be subject to the same penalties as
though such action had taken place at a port of entry in the United States.’ ”
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SUPPLEMENTARY STATEMENT FILED BY STUART G. TIPTON, GENERAL COUNSEL OF THE
AIR TRANSPORT ASSOCIATION OF AMERICA

In addition to the testimony presented for the committee we wish to submit
the following comments on the above bill.

We favor the adoption of section 11 which would authorize the Secretary of
the Treasury to disregard certain differences between the estimated duties or
taxes deposited and the total amount of duties or taxes accruing when such a
difference is no more than $5. Likewise, if the aggregate value of articles brought
in by any individuals does not exceed $10 such goods may be admitted free subject
to regulations of the Secretary of the Treasury. These amendments of existing
Tariff Act are desirable in that they relieve both the Customs and members of
the public from red tape which is more expensive than the revenue which it
secures.

Section 6 of the bill recognizes that travelers seeking to pass through the Unit-
ed States should not pay duty on goods they are carrying with them and exempts
from duty articles not exceeding $200 in value accompanying a person in transit.
It is particularly desirable to relieve an air traveler passing through the United
States from customs red tape because of the short time such traveler will be here.
For example, a traveler moving from Mexico .to Europe by air will have only 1
hour in San Antonio to prepare any forms necessary to permit his baggage
to go to New York or Boston to connect with an aircraft bound for Europe.
At the present time the preparation of in-bond forms at the point of arrival
in the United States may take so much time as to cause the passenger to miss
his onward flight. This bill in section 6 would amend paragraph 1798 to exempt
$200 worth of articles, thus giving some recognition to this problem but we rec-
ommend that the value of articles exempted be increased. It is understandable
that a traveler from MeXico to Europe, for example, may well wish to take
personal property and other articles with him exceeding $200 in value. We rec-
ommend that the figure be set at $500. We suggest therefore that paragraph

(b) (3) on page 6 read “not exceeding $500 in value of dutiable articles accom-
panying such a person who is in transit to a place outside United States customs
territory and who will take the articles with him to such place.” Since such
goods may be brought into the United States only on the condition that they be
removed with the alien in transit, this exemption would not permit the goods to
enter the commerce of this country.

‘We recommend that in addition to the provisions included in the bill and in
addition to those provisions recommended in our testiimnony, the bill include a
provision amending section 484 of the Tariff Act of 1930 to permit entries to be
made within 72 hours of the entry of the vehicle which brought the goods.
At the present time that section requires that entry be made within 48 hours
and failing entry within that period the Customs Service can require that the
goods be placed in storage. Placing goods in storage involves expensive bonded
transport, storage charges, it increases substantially the handling required by
customs officials and adds to the inconvenience of the importer. We urge that
this inconvenience be imposed only if the importer has not entered the goods
within 72 hours of its arrival.

There remains one practice in the present customs procedure which works
hardship on air carriers and shippers by air to which we wish to direct the com-
mittee’s attention. That is the transportation entry using Customs Form
7512,

The procedure relates to the following transaction. When shipments enter
the United States for the sole purpose of transiting the United States to a port
of export, the goods proceed under the transportation entry and move under bond
to assure their export rather than their entry into the commerce of this coun-
try. If a shipment from Mexico City to London, for example, enters at San
Antonio, it is placed in bond at San Antonio to be released at Boston or New York
for transshipment to London. To employ that procedure it is necessary for the
carrier to prepare nine copies of the prescribed form. If while the shipment
is en route to New York, it is determined that the shipment must be exported
from Boston rather than New York, the carrier must prepare another two copies.
We believe that the preparation of these 11 copies is not only wasteful and may
delay the shipment many hours by missing an advantageous connecting schedule,
but are unnecessary for customs purposes. We believe that the basic customs
requirements would demand only four copies and not 11. Thus one copy of
the entry could be left at San Antonio and three copies proceed with the goods
to the port of export. At the port of export the second copy could be marked
by the collector and returned to San Antonio to close the case in San Antonio.

v
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A third copy could be sent to Washington for control purposes and the fourth
copy could be retained at the port of export. Nevertheless, at the present time
11 copies of the form are required.

Senator Hoey. The next witness is Mr. Hinckley. Have a seat, Mr.
Hinckley.

STATEMENT OF HUGH F. HINCKLEY, ASSOCIATED REPRESENTA-
TIVES OF STAFFORDSHIRE POTTERS

Mr. Hinckrey. My name is Hugh Hinckley, and I am with Doul-
ton & Co., Inc., but I am here, Mr. Chairman, before you on behalf of
the Associated Representatives of Staffordshire Potters.

‘This group composes 14 importers of fine chinaware and fine earth-
enware products from the United Kingdom.

You gentlemen may well be familiar with products of our group,
such as Wedgwood, Spode, Royal Doulton, Minton, Royal Worcester,
and Crown Derby.

On behalf of our association we urge that your committee submit an
adverse report to the Senate on H. R. 5505 unless the bill be amended
to prevent discrimination which will be against the interests of Amer-
ican importers handling these fine earthenware and chinaware
products.

At this point, gentlemen, I wish to state that our objections are
limited solely to section 13 of the bill, namely, the value section. The
other sections of the bill we are in general sympathy with, and the
broad purposes and desires to cut red tape, speed up customs pro-
cedure to the advantage of both importer and Government alike; we
entirely concur with that.

The proposed Customs Simplification Act by section 13 thereof
would eliminate the use of foreign value as the basis for appraising
merchandise, and require our customs appraisers to apply (1) export
value or, secondly, United States value, thirdly, comparative value,
or lastly, constructed value, in determining the prices for ad valorem
rates of duty.

.We are presently operating, gentlemen, in our industry, very satis-
factorily under the foreign-value provision. We have never been
informed by any customs officials that applications of foreign value
to our products have resulted in delays, additional expense to the
Government or inconvenience.

This is a practice which has been in process for some decades. Cus-
toms officials understand the nature of our product. They under-
stand the prices at which they are offered for home consumption in
the United Kingdom, and on the other hand, we also understand, cus-
toms practices and how they work. In general, it has been an amicable
association on this foreign-value basis. .

It is, therefore, our contention that foreign value should continue
to be the basis for determining the dutiable value in this industry.

And now to treat the values which this new bill proposes. The
first one is export value. It presently provides “freely offered to all
purchasers,” and so forth. There have been suggestions made, we
understand, from some quarters, that this export-value provision
might be amended so that instead of stating “all purchasers,” some
statement to the effect will be provided for purchasers who are finan-
cially independent of the seller. If such a provision is stated or such
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an amendment is presented before you, we respectfully submit, gen-
tlemen, that this will not take care of all of the members of our in-
dustry, and, therefore, it is our desire to operate under the value
basis that we have now successfully been working on for many years
and have this rejected altogether.

We are exclusive importers of specific lines of earthenware and
chinaware. Our factories and suppliers in the United Kingdom do
not, in point of fact, actually freely offer these to all customers in
this country. There are certain agents’ owned companies, and so
forth, who handle the entire su%ply of these goods, that is, the entire
importation. For this reason there is grave doubt as to whether ex-
port value as it is presently set up would be applicable.

The second basis is United States value. Here again the tradi-
tional practices in this trade are to offer our wares for sale country-
wide, but in certain stores throughout the country. It does not neces-
sarily mean in every possible outlet throughout the country. It would
not be possible to do so.

Strict inter}ilretation of United States value would, therefore, rule
us out under this yardstick.

We then come to the third value basis, namely, comparative value,
and we submit that in this yardstick there is a broad discretionary
power placed in the hands of customs appraisers which would leave
actual results in considerable doubt.

For example, it has been stated under the new proposal that apprais-
ing officers would calculate the value of an 8-inch plate from, say,
une value of a 10-inch plate, or it might be used by appraising officers
vo calculate or estimate the value of a chinaware item from an exactly
sumilar earthenware item or some combination. Whether comparative
value would be resorted to, of course, we are not sure. Nevertheless,
it seems to us that this provision could be very detrimental in that a
businessman is uncertain as to just what his costs are actually going
to finally be. It will be at the discretion and caprice of the customs
appraisers.

Furthermore, it may be subject to the same difficulty of export value
and United States value, namely, this “freely offered” provision.

It is therefore feared that such a broad provision might constitute
an open invitation to appraising officers to arbitrarily fix values on
imported products, with the extent of possible court review and
corrective action being in some doubt.

We come down next to the final value yardstick which is offered,
namely, constructed value or cost of production. This has been stated
and in the recent past, as having difficulties. It involves by section
402 of the Tariff Act of 1930 investigations being made abroad. It,
of nevessity, brinﬁs up cost-accounting systems which are less clearly
defined abroad than they are even in this country. With a wide
variety of items there could readily be considerable burdensome ex-
pense to the Government, delays in gathering factual data, and, conse-
quently, difficulties in carrying on import business in this type of
merchandise.

For these reasons, we believe constructed value should only be
resorted to in the final analysis, in other words, when no other value
is possible.

ctually, we come back to our previous point that under the present
statute insofar as our industry is concerned, foreign value is a feasible
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method. It works easily, it is quite simple. The price for which
these products are offered for sale in the United Kingdom is the same-
price at which they are billed to us, and upon that price duty 1s
assessed.

Our imports have been going on for quite a number of years. Prices
change occasionally, but not from day to day. There is no spot change-
in the marl.et; it is a stable, fixed item.

Insofar as our industry is concerned, therefore, we submit that the-
repeal of foreign value would result in leaving the appraisement of
‘our products up in the air without fitting us into any one of the
suggested bases of value, other than comparative value. We have-
already stated our objection to this as hypothetical, as unrealistic in.
practice, and a yardstick which would be very difficult for a business--
man to use.

‘We therefore urge this committee to amend H. R. 5505 and restore
foreign value as a basis for appraising imported merchandise. Unless.
this bill is so amended for products of our industry or whoever else
may be similarly situated, then, although we are in broad agreement
with the principles involved and the objectives of the legislation, we
believe the bill should be defeated and the existing law left in its.
present form.

(The prepared statement of Mr. Hinckley is as follows:)

STATEMENT oF HUGH F. HINCKLEY ON BEHALF OF THE ASSOCIATED
REPRESENTATIVES OF STAFFORDSHIRE POTTERS oN H. R. 5505

The association consists of importers of fine earthenware and chinaware from.
the United Kingdom, and is composed of 14 members. This committee will
probably recognize the names of several of the products imported by our mem-
bers, such as Wedgwood, Spode, Royal Doulton, Minton, Royal Worcester, and
Crown Derby. We urge the committee to submit an adverse report to the Senate-
on H. R. 5505 unless the bill be amended to prevent discrimination against the-
interests of American importers handling fine earthenware and chinaware-
products. Our objections are limited solely to section 13 of the bill.

The proposed Customs Simplification Act by section 13 thereof would eliminate
the use of foreign value as the basis for appraising merchandise and require
customs appraisers to (1) apply export value, (2) United States value, (3)
comparative value, or (4) constructed value in determining the price at which
imported merchandise would be appraised for the purpose of assessing ad
valorem rates of duty. At the pesent time we are generally operating very:
satisfactorily under the foreign-value provision, and we have never been informed
by any customs official that the application of foreign value to our products.
results in delays, inconvenience, or additional expense to the Government.
Customs officials understand the manner in which this merchandise is offered
for home consumption in the United Kingdom, and we, on the other hand, under-
stand customs’ requirements upon the importation of such merchandise into
the United States. It is therefore our contention that foreign value should
continue to be the basis for determining duitable value for our industry.

Suggestions have been made that section 13 of the bill be amended in a manner-
which could possibly permit the products of some of our members to be appraised
upon the basis of export value. The proposal, we understand, is to eliminate-
the requirement that merchandise be freely offered to all purchasers, and the
demands of the statutes are met if merchandise is offered to importers who are
financially independent of the seller. In the case of some of our members,
this amendment, if adopted, would ont solve the problem which the repeal of"
foreign value would create. Accordingly, if this committee be requested to amend
the bill along the lines indicated, we trust it will bear in mind that the change:
in language in connection wjith the definition of ‘“‘freely offered” will not benefit
all of the members in this association. .

We are exclusive importers of specific lines of fine earthenware and chinaware-:
The factories or suppliers in the United Kingdom will not freely offer these-
articles to other buyers in the United States, and this restriction would prevent.
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the application of export value to this type of merchandise. Our methods of
distribution in the United States, which are traditional in this trade, would
operate as restrictions preventing the application of United States value to our
products.

The next possible basis of value under the new proposal is comparative value.
It would be difficult to find language vesting broader discretionary power in
administrative officers. For example, it has been stated that this new proposal
is intended to permit appraising officers to calculate the value of an 8-inch
plate from the value of a 10-inch plate, or it might be used by appraising officers
to calculate or estimate the value of a chinaware item from a corresponding
earthenware item, or the reverse. Whether comparative value would be resaorted
to as the basis of appraisement for chinaware and earthenware cannot, of course,
be foretold at this time. The provision would seem to be still subject to the
limitations of export value and United States value, i. e., that the merchandise
must be freely sold in usual wholesale guantities, etc.

It is feared that this broad provisoin might constitute an open invitation to
appraising officers to arbitrarily fix values on imported products with the extent
of possible court review and correction of such administrative action, consider-
ably in doubt. .

The use of constructed value or cost of production as it is presently denom-
inated in the statute is open to the same complaint of customs officers that has
been voiced in connection with the ascertainment of foreign value. In proposing
the Customs Simplification Act, customs officials have stated the provision for
foreign value should be repealed, since it has caused considerable delays to
importers, has increased the burdens of the Government, and also resulted in
additional expense to both importer and the United States in gathering necessary
factual data. Even if this were so, the same complaint might well be made in
ascertaining the so-called constructed value or, as it is now known, cost of pro-
duction. Since it is necessary at the present time in ascertaining cost of produe-
tion under section 402 of the Tariff Act of 1930 for investigations to be made
abroad, delays necessarily occur in the ascertainment of value pending the com-
pletion of such investigations, and additional expense is borne both by importers
and the Government in collecting data. For these reasons we believe that re-
course to constructed value should be had only in rare instances when no other
basis for determining value can be ascertained. Under the present statute,
insofar as our industry is concerned, there is a feasible method, expeditiously
operated, to determine the value of the products imported by our members. The
measure of value is simple and direct, namely, the price at which these fine
earthenware and chinaware products are offered for home consumption in the
United Kingdom, i. e., foreign value.

Insofar as our industry is concerned, we submit that the repeal of foreign value
would result in leaving the appraisement of our products up in the air without
fitting us into any of the suggested bases of value other than comparative value.
We have already stated our basic objections to the use of this hypothetical value
which is unrealistic in practice and does not furnish any yardsticks by which a
businessman can measure his costs.

We therefore urge that this committee amend H. R. 5505 and restore foreign
value as a base for appraising imported merchandise. Unless section 13 of the
bill be amended to provide for the use of foreign value for products of our indus-
try or others similarly situated, then, although we are sympathetic with the broad
purposes and objectives of the legislation, we believe the bill should be defeated
and existing law left in its present form.

Senator Hoey. Any questions? If there are no questions, thank you
very much, Mr. Hinckley.

This concludes the hearing today. The hearing will now be recessed
until tomorrow at 10 o’clock.

(Whereupon, at 11: 55 a. m., a recess was taken until 10 a. m. Thurs-
day, April 24, 1952.) -
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THURSDAY, APRIL 24, 1952

UxN1rED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, at 10 a. m., in room
312, Senate Office Building, Senator Robert S. Kerr presiding.

Present: Senators Kerr, Frear, Butler of Nebraska, and Martin.

Also present: Elizabeth B. Springer, chief clerk; and Serge N.
Benson, professional staff member.

Senator Kerr. The committee will come to order.

Mzr. Strackbein, come around and sit down.

To begin with, we will insert in the record a statement of the
American Farm Bureau Federation, a statement of George Hansen,
president of the National Retail Dry Goods Association, a statement
by the drug, chemical, and allied trades section of the New York
Board of Trade, a statement of Mr. Oren O. Gallup, executive vice
president of the Export Managers Club of New York, and a statement
of Senator Karl E. Mundt.

(The documents referred to are as follows:)

AMERICAN FARM BUREAU FEDERATION,
Washington, D. C., April 21, 1952.
Re Customs Simplification Act of 1951 (H. R. 5505).
Hon. Warter F. GEORGE,
Chairman, Senate Commitiee on Finance,
Um'ted Stgtes Senate, Washington, D. 0.

Dear SENATOR GEORGE: The American Farm Bureau Federation recommends
the enactment of legislation which will simplify and expedite existing customs
procedures to the maximum feasible extent, including any provisions which
will result in more uniform and rapid classification of products and commodities
for customs purposes. We believe that H. R. 5505, now under consideration by
your committee, will accomplish the primary objectives toward this end.

This subject has been considered by the voting delegates of the American Farm
Bureau Federation on several occasions. We quote the following applicable
portions of our resolution dealing with this subject:

“The reduction of customs barriers and a freeing of world trade from the
shackles of currency and quantitative trade restrictions should be the most
important objectives of the United States trade policy. These objectives must
be considered not only in our own economic self-interest, but rather in a firm
belief that the creation of healthy economic conditions and the development of
strong self-supporting economies in the nations of the free world are vitally
important to our security. If America is to be effective in helping accomplish
these objectives, we must look realistically at our own trade policies and make
the recessary changes in order to contribute our part in this endeavor.

“We again recommend that our cusjoms regulations be modified under existing
tariff schedules in order to encourage expansion of international trade. Even
though provisions are made in the ITO Charter to accomplish this purpose, we
recommend that the proper agencies of Government take the necessary steps to
modernize the United States customs regulations. We recommend passage of
legislation to accomplish this.”
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H. R. 5505 has as its major objectives the streamlining and simplification o_f‘
customs procedures. The subject is a highly technical one. We are in no posi-
tion to conclude that each and every provision of the bill is desirable; however,
we do want to support the major objectives of this bill and to recommend to the
Committee on Finance their approval of the bill with whatever revisions your
scrutiny will disclose as being desirable to accomplish these major objectives.

In recent months the Treasury Department, through administrative instruc-
tions to customns officials, has clarified many of the complicated provisions of our
customs procedures. We believe that a great deal more can be done by the
Treasury Department under existing legislation. With a continued effort by
the executive branch of our Government toward customs simplification, together
with the major objectives of this bill, our customs regulations can be materially
improved.

We respectfully request that this letter be made a part of the record in lieu
of personal testimony before your committee.

Sincerely yours,
JouN C. LYNN, Legislative Director.

STATEMENT OF GEORGE HANSEN, PRESIDENT, NATIONAL RETAIL DRrRY Goops
ASSOCIATION

My name ig George Hansen. I am president of the National Retail Dry Goods
Association, a voluntary association of 7,500 department and specialty stores
located in every State in the Union.

I want to bring to the attention of the committee the strong objections of
our association to section 321 of H, R. 5505, now being considered by the com-
mittee.

This bill, according to its title, is designed to simplify the customs procedures
now in use. Certainly, no one could object to such a worthy purpose. How-
ever, incorporated in this legislation in section 321 is a provision that would
if this bill is adopted, open up the floodgates of foreign competition for American
retailers. I want to believe that the author of this legislation did not appreciate
the danger that is inherent in this one section of the bill.

The retailers of this country are well schooled in the field of competition.
When a man or woman enters the retail field they do so with the knowledge
that to succeed they must be able to serve the consuming public with merchandise
they want and at a price they are willing to pay. If they fail to serve, their
store cannot remain in business. This we understand. However, American
retailers cannot compete with foreign firms under the circumstances that would
be created by this legislation.

We must maintain attractive places of business. In order to serve our cus-
tomers we must go into the market and buy merchandise in quantities to satisfy
demands, in styles and colors that will appeal and be ready to do everything
that a purchasing agent for the customer is expected to do.

In addition to the above we must hire expert help to man our stores, promote
the sale of goods, for after all the economy of this country prospers not because
of the goods our factories produce, but rather upon what is sold across the
counters of our stores.

Now, once we have the store, the merchandise and the staff, we are ready to
do business. However, then comes the burden of taxes that are levied by the
Federal, State, and local governments. Many States and many municipalities
have sales taxes. Then, too, when we import foreign-made goods we must pay
duty upon th}(lem before we can offer them for sale. :

Contrast this situation with that of the foreign operator, if this bill is adopted.
According to section 321 of H. R. 5505, a foreign operator, no doubt from a coulzlfry
that has been the recipient of billions in aid, partially paid by the taxes upon
American retailers, can advertise and sell in this country goods selling for
$10 a shipment and mail them to our customers duty-free. The irony of this
situation is that we would find some of the tax dollars we have paid being used
to damage us.

A European operator could place an advertisement in a newspaper or m i
in the United States and offer to sell gloves, handbags, slippeIt?s,pblouses,a gl??r;l:
sweaters, perfumes, costume jewelry, cosmetics, and a host of other items. Thesé
items could be priced upward of $10. Realize that the advertiser does not
maintain any quarters in this country. He does not pay any real-estate, income,
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-or other taxes. He does not pay any duties. He does not maintain a selling
torce. His only expense would be the advertisement. .

The members of the National Retail Dry Goods Association feel that this
type of competition should not be permitted and we are hopeful that your com-
mittee will delete this harmful section. An amendment to the House bill was
considered by some to remove the harmful features of section 321. This
amendment would prevent C. O. D. shipments under this bill. But, gentlemen,
I can assure you that any American consumer who could buy for $10 a sweater
that an American retailer could not offer for less than $18 or $19 would not be
discouraged by the bar against C. O. D. shipments.

We sincerely believe that this section is unfair, unjust, and places upon one
segment of our economy a double load. The retailer would be forced to help
pay the bill for foreign aid and then be placed in jeopardy by foreign competition
created by this legislation.

In closing, let me urge your serious consideration of this appeal. The members
of our association sincerely hope that the committee will delete section 321
of H. R. 5505.

DruG, CHEMICAL AND ALLIED TRADES SECTION,
New Yorx Boarp oF TrADE, INc.,
New York, N. Y., April 22, 1952.
-Customs Simplification Bill (H. R. 5505).

Senator WaLTeRr F. GEORGE,
Chairman, Senate Committee on Finance,
Senate Office Building, Washington, D. C.

Sk: The drug, chemical ,and allied trades (DCAT) section of the New York
Board of Trade, through its membership of more than 750 members, represents
a cross section of the country’s drug- and chemical-manufacturing industry and
others closely related thereto. This section is keenly interested in true simpli-
fication of customs administrative procedure.

As chairman of this section, I have the honor of presenting herewith our
testimony in writing on H. R. 5505, the bill on which you and your committee
are now holding hearings. This is respectfully submitted for the consideratioun
of the Senate Committee on Finance.

The members of the drug, chemical, and allied trades section of the New
York Board of Trade recognize that H. R. 5505, the bill now before the Senate,
is a marked improvement over H. R. 1535, the bill on the same subject, which
was introduced to the House of Representatives in January 1951.

Notwithstanding this, there remain two sections in this bill, H. R. 5505, which
are of predominant concern to our membership.

In our written testimony presented to the House Committee on Ways and
Means during the public hearings on H. R. 1535, predecessor of H. R. 5505, we
had urged that the sections of our existing laws representing modification for
the purpose of implementing general commercial provisions propesed in the late
Habana Charter for an International Trade Organization and in the surviving
provisionally applied general agreement on tariffs and trade be segregated from
the bill. Our objective was to facilitate the rapid examination of the balance of
the sections bearing on the advertised purpose of the bill, simplification of
customs administration, and to permit careful scrutiny of the sections related
to the GATT, when that agreement was examined as a whole by Congress, as it
should be.

The House did not go along with this line of thinking but did in fact eliminate
some of the controversial subjects in issuing and approving H. R. 5503.

The two sections of this bill, which we wish to call to the special attention of
the members of this committee, are sections 2 and 20, the texts of both of which
are to be found in the Habana Charter for an ITO and in the GATT.

Referring to section 2, we consider the proposed modification of the counter-
vailing duty provisions a weakening of our recourse against the use of an unfair
method of competition, the subsidizing of merchandise for export to the United
‘States by public or private methods. This bill, H. R. 5505, proposes in section 13
that export value to the United States become the first and most important basis
of evaluation for imports, where the rate of duty is, in whole or in part, a per-
centage of value. The only protection against abuse of this method of evaluation
lies in effective antidumping procedures and countervailing duty provisions.
While agreeing that these two special duties should not be piled one on the other
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but that one or the other be applied as the case warrants, we urge that your
committee consider the tightening of the terms of our Antidumping Act of 1921,
by making mandatory the investigations by the Secretary of the Treasury to
determine the existence or threat of injury, and continuing unchanged, except
for one amendment, the present provisions for countervailing duties, section 303
of the Tariff Act of 1930. The amendment referred to is proposed in the bill:
to insert after the words “corporation shall” in the first sentence the words
“through multiple official rates of its exchange in terms of United States dollars,
or otherwise.”

Examining section 20, “Conversion of currencies,” this section proposes prin-
cipally that we abandon our present system of basing the ratio or exchange value
of foreign currencies in relation to our national currency unit on the official
weight of fine gold in each country’s coins. The present proposal is that our
customs authorities adopt standards of conversion based on par values filed by
most of its members with an international body known as the International
Monetary Fund. The IMF was created as a specialized agency of the United
Nations Organization for the purpose of determining the value of member cur-
rencies, stabilizing that value, and keeping it stable. For reasons beyond its
control, the fund has never been able to perform its functions. We think it is
premature, to say the least, to bring the IMF picture into our customs adminis-
trative provisions.

While it is a fact that the free circulation of gold coin has been considerably
reduced, if not prohibited, gold is still the universal medium for settling inter-
uational trade and financial accounts. Gold reserves are generally kept now in
the form of “bricks.” We tind that the official par values, filed by the members
with the IMF for conversion of the currencies, for instances into United States
dollars, are based on the officially proclaimed fine-gold content of each country’s
monetary unit. This information is public.

Therefore, to conform our laws to modern practice, it is only necessary to
change, in section 522 (a) of the Tariff Act of 1930, quoting section 25 of the
act of August 27, 1894, all references to coin and use the words “monetary units.’”
Section 25 would then read: “That the value of foreign monetary wunits as
expressed in the money of account of the United States shall be that of the pure
gald content of such standard monetary units; and the values of the stendard
monetary units of the various nations of the world shall be, ete.” [Italicized
words are the proposed new words.]

With this change, which we recommend, our existing practice of converting
foreign currencies for customs purpose becomes entirely workable. We see no
justification for the suggestion to repeal article 25 of the act of 1894.

As we have written, sections 2 and 20 are the two sections of this bill which
cause most concern to our membership, but we should not like to close this letter
without letting the Committee on Finance know that we are thoroughly mys-
tified and anxious over two items in section 13 of the bill, entitled “Value,”
which amends section 402 of the Tariff Act of 1930. None of our members are
experts on customs administration so that we have to refrain from a detailed
examination of the wording of these two paragraph. We must leave it to more
expert minds to draw out the meaning, but to us laymen connected with both
domestic and foreign trade movements, the words seem so vague, so imprecise
as to make it difficult to understand both the meaning and the scope of the
proposals. We therefore call these to the attention of the committee for careful
examination. We are referring to paragraphs (a) (3), (d), and (g) of the
proposals under section 13.

The first two, (a) (3) and (d), have to do with the addition of a new basis
of evaluation for customs purposes, called comparative value, to be used if both
export value to the United States and United States value cannot be ascertained
satisfactorily, prior to falling back on the last alternate basis of evaluation
cost of preduction or constructed value as it is to be renamed in this bill. It
seems to us that the definition of comparative value, paragraph (d) is so vague
as to broaden without conceivable limit the area within which a customs ap-
praiser is permitted to use his discretionary powers. This is bound to generate
interminable litigation and might. in the long run weaken the moral stamina
of the whole customs service. The appraiser’s power to estimate should be
reserved as a last recourse after all defined bases of evaluation have been
exhausted. That is the present procedure, under section 500 of the Tariff Act
of 1930.

Paragraph (g) of section 13 entitled “Taxes” is another vague proposal, which
is taken verbatim from article 35, paragraph 4 of the Habana Charter for an
International Trade Organization and article VII, paragraph 8, of the provi-
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sionally effective General Agreement on Tariffs and Trade. TIs this a wide open
invitation that export merchandise be exempted from any foreign internal taxes
while domestic products have to bear the load of all American taxes on profits
and excise taxes? What is that text doing in section 13 anyway? Where does
the proposal apply to any of the suggested bases for evaluation? It might apply
to “foreign value” but this basis of evaluation is eliminated from the present
bill. We do not think that paragraph (g) has any place in this bill and we
urge that it be eliminated.
I have the honor to remain,
Yours very truly,
CuARLES M, MACAULEY, Chairman.

THE ExPORT MANAGERS CLUB OF NEw YORK, INC.,
New York,N. Y., April 21, 1952.
Senator WALTER GEORGE,
Senate Office Building, Washington, D. C.

Dear Mr. SENATOR: The Export Managers Club of New York, Inc., is com-
posed of export executives of America manufacturing concerns. We have nearly
700 members located in 22 different States. The companies with whom our
members are associated produce over 80 percent of the manufactured exports
from this country. We are anxious, as far as possible, to have international
trade conducted with as few obstacles as possible.

For that reason we urge favorable action on the customs simplification bill
(H. R. 5505). It is our hope that as this bill provides only for simplification
and bringing up to date customs procedure which has long been needed, that posi-
tive action will be taken at this time.

As you of course realize, international trade is a two-way proposition. To
export we must have imports. Anything which can be done to facilitate the
proper handling of our imports when they arrived in this country should be done
without delay.

May we hope for favorable action on the part of your committee?

Very truly yours,
OreN O. GALLUP,
Ewzecutive Vice President.

UNITED STATES SENATE,
Washington, D. C., April 22, 1952.
Hon. WALTER F. GEORGE,
Chairman, Committee on Finance, °
Senate Office Building, Washington, D. O.

DEAR SENATOR: The committee clerk has informed me that hearings on H. R.
5505, the Customs Simplification Act, are to begin before your committee today.
I am therefore writing you today in behalf of my amendment to H. R. 5505.

My amendment to H. R. 5505 was introduced simultaneously with S. 2668.
As you perhaps know, the latter would amend section 303 of the Tariff Act of
1930 to spell out in clear detail the terms “bounty” and “grant.” The language
contained in the amendment and 8. 2668 is identical and would, of course, ac-
complish the same ends.

I am sure your committee is aware of the fact that our Government is at this
time endeavoring to expand our domestic wool production to the point of insur-
ing 360 million pounds of shorn wool in this country annually. During the
years 1942 and 1943 when our Nation was faced with the monumental task
of equipping and clothing millions of men for military service, domestic wool
production was held at a figure considerably in excess of the present goal of
360 million pounds. In view of the Defense Establishment’s high wool require-
ments, the Government’s policy at this earlier date to maintain an adequate
domestic production of wood was indeed commendable.

It appears to me that the Government’s present policy to encourage a supply
of 360 million pounds of shorn wool is equally provident. Certainly wool is a
highly strategic commodity, for the importance of wool fiber to the security
of our Nation and the over-all defense effort is, I believe, without question.

It is, then, for this reason that I believe that the Congress would be derelict
in its responsibilities if it were to allow a situation to continue which is in itself
a threat to the realization of present goals and objectives. I refer to the dump-
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ing of wool tops on the United States market by the South American countries
of Argentina and Uruguay.

In the United States, it costs about 48 cents per pound to manufacture 60s
grade wool tops from 60s grade wool, yet, Argentine and Uruguayan top
manufacturers, with the aid of special export exchange rates, are able to
deliver wool tops in this country at the same price as the wool from which these
tops are made.

This is accomplished by the Argentine Government’s granting top exporters
an official export rate of exchange on tops of 71 pesos per United States dollar
whereas the wool, from which these tops are made, gets an official -export rate
of only 5 pesos per United States dollar. In actual fact South American manu-
factured tops have been underselling tops manufactured from wool produced
in this country by over 3814 cents per pound.

On April 1, 1952, the Commodity Credit Corporation announced the wool support
program in the form of a nonrecourse loan. The nonrecourse program on a
comparable grade of domestic wool will be approximately $1.51 per clean pound,
Boston basis. A top made of this same quality of domestic wool, by adding 48
cents conversion costs, would cost about $1.99 as compared with the price of $1.52
for the comparable Uruguayan top. Therefore, it will readily be seen that this
competition from South American top manufacturers will seriously interfere
with the operation of the domestic support program so recently put into effect.

Certainly, if this situation is permitted to exist and is projected into the future,
not only will the support program for wool so recently announced by the Govern-
ment be endangered, but the objective of 360 million pounds of wool will be a
difficult one indeed to achieve.

Under section 303 of the Tariff Act of 1930 the Secretary of the Treasury is
authorized to impose countervailing duties equal to the existing bounty or grant
in just such instances as now exist between this country and Argentina and
Uruguay.

The Secretary has been petitioned in this regard but has declined to invoke
countervailing duties on the basis that the favorable rate of exchange by which
wool top exporters were granted a Tl4-peso rate of exchange as compared with
the 5-peso rate of exchange for exporters of the unprocessed produce is not
in actuality a bounty or grant but is a penalty against the exporters of the raw or
unprocessed product.

It is my contention that the Secretary’s reasoning in this particular instance
ig fallacious and does not reflect the provisions of section 303 of the Tariff Act
of 1930. Consequently my amendment to H. R. 5505 would strengthen the
language contained in the act by spelling out in clear detail the terms bounty
and grant to include such favorable rates of exchange.

I believe that enactment of this amendment is essential to the health and
development of an adequate production of domestic wool and I sincerely hope
the committee will give it earnest consideration.

I would appreciate it if you would have this letter made a part of the official
record for the hearings on H. R. 5505.

With best wishes, I am

Cordially yours,
Karr E. Munbr, United States Senator.

Senator Kerr. All right, Mr. Strackbein.

STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONAL LABOR-
MANAGEMENT COUNCIL ON FOREIGN TRADE POLICY

Mr. StrackBEIN. Mr. Chairman, my name is O. R. Strackbein. I
am Chairman of the National Labor-Management Council on Foreign
Trade Policy.

The original bill, as introduced in the House, Mr. Chairman, con-
tained a number of provisions to which we objected very strenuously.

Senator KEerr. Ygu say “we;” do you mean the National Labor-
Management Council?

Mr. STRACKBEIN. Yes.

Senator Xerr. Do you have any further identification ?
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Mr. Srrackeein. This organization is composed of parallel repre-
sentation of national and international unions and management in
some 15 industries.

Senator Kerr. Fine.

Mr. StrackBEIN. As I say, we opposed very strenuously a number
of the provisions that appeared in the original bill. We opposed them
for one principal reason: they had little or nothing to do with cus-
toms simplification.

They were imported from the charter of the International Trade
Organization and the General Agreement on Tariffs and Trade.

Now, the Ways and Means Committee, in its recommendation to
the House, eliminated most of those provisions that were objection-
able to us and to other people. The House passed the bill, as recom-
mended by the Ways and Means Committee, so the clean bill that
is before the Senate Finance Committee at this time is free of most
of those provisions to which we took exception.

The House bill also carried what is called a caveat or a caution or
a notice that the passage of this bill should not be taken as any in-
dication or support or lack of support of the General Agreement on
Tariffs and Trade.

The reason for that lies in the fact or lay in the fact that since there
were certain provisions in the bill which were designed to modify our
existing statutes to bring them into conformity with certain provi-
sions of the General Agreement on Tariffs and Trade, which were
in conflict with these existing statutes, it was felt desirable to make
this clear, that the passage of this bill did not or should not be con-
strued as an endorsement of the General Agreement on Tariffs and
Trade, because

Senator Kerr. The purpose was to leave GATT just where they
found it.

Mr. StrackseiN. That is exactly it.

Senator Kerr. All right.

Senator BurLer. Your organization is not in agreement with the
GATT entirely, then?

Mr. StrackeeIN. No. We thought that if GATT was to be ratified
by Congress it should be ratified through a bill submitted for that
purpose rather than by indirection.

As far as the present bill, H. R. 5505 is concerned, we still oppose
making injury a consideration in the imposition of a countervailing
duty. That is not now a requirement of law.

We also oppose writing in the word “material” before the word
“injury” in the section relating to antidumping.

In fact, with respect to the antidumping section we would like to
see an amendment adopted which would facilitate a finding under
that section, particularly with respect to the Communist-controlled
countries of the world.

At the present time in order to make a finding of dumping it is
necessary to determine that the price at which the goods are offered
in the United States or to the United States is lower than that generally
prevailing in the country of export.

Now, there are several ways of making that determination: The
most direct and natural way of making such a determination is to
compare the export price with the price in the country of export. If
the offered price or the stated price is less than the going price in

3
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the country of export, we have evidence of dumping, but today there
are a number of countries in which no such investigation can be made,
where we have no access whatsoever to the necessary data, and where
a finding of dumping becomes very difficult to establish.

We feel that under such circumstances when there is a reasonable
suspicion of dumping, an actual presumption should be raised that
there is dumping if we are prevented from obtaining the necessary
data in the country of export.

In other words, the Antidumping Act, as it stands today, is rendered
somewhat ineffective; many delays are introduced because we do not
have access to the necessary supporting data in the foreign country,
and I am speaking now of the so-called iron-curtain countries.

Senator ButLer. You do not think that there would be any diffi-
culty, though, in making a decision with reference to the damages
from dumping here in this country, do you?

Mr. StrackBEIN. No. The damage in this country can be estab-
lished by hearing of the interested parties, and those who are affected,
but in order to establish the fact of dumping, it is necessary to demon-
strate that the export price, the price at which the goods are offered
in this country by the exporting country are actually lower than the
prices prevailing in those countries; in other words, the definition of
dumping includes that sort of condition.

If these countries deny access to the necessary data for proof, our
enforcement is greatly crippled, and in some instances, perhaps,
rendered impossible. In other words, the Antidumping Act is frus-
trated to that extent.

Now, if a presumption were included in the law

Senator BurLer. If what?

Mr. StrackBEIN. If a presumption of dumping—if after a certain
period of time, 6 months or a year, we have still been denied access
to the necessary data, then the law could be enforced.

There are instances today where dumping is alleged, but where
proof from the other country cannot be obtained simply because we
have no access to the price information.

In that event, there is no certain way, and certainly no quick way, of
establishing proof in this country. The only sort of proof that can
be obtained is indirect proof, and when we are prevented from getting
the direct proof from the other countries, the iron-curtain countries,
our hands are very much tied, and delays are introduced into the
administration that virtually nullify the antidumping provision.

Senator BurLER. Your suggestion is then to include—to amend this
to include

Mr. STRACKBEIN. Yes, there is a section, section 2 of this bill which
already undertakes to amend our Antidumping Act, but this sug-
gested amendment, if anything, will make it more difficult to enforce
the act than the existing act. Therefore, we suggest this amendment
which would facilitate enforcement of the act against imports that
are dumped in this country from Communist-controlled areas.

Senator Kerr. Wouldn'’t it be applicable to any areas? I mean,if I
get what you say——

Mr. StrackeEIN. It would indeed.

Senator Kerr. I take it that your suggestion goes to the principle
of protecting American economy from dumping regardless of what
the source might be.
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Mr. StrackBEIN. That is correct. I have used the Communist-
«<controlled countries as examples of areas that do not give us access
‘to the necessary price data.

Senator Kerr. I understand.

Mr. StracksEIN. If any other country refused to give us that access,
naturally, the provision should apply to them.

There is one other spot where I would suggest an amendment, and
this matter was before the Ways and Means Committee during their
hearings. It has to do with section 308, subsection 3, and relates to
the importation of samples not for sale but for the purpose of taking
orders or with a view to reproduction.

That particular section has permitted the importation of certain
items, particularly photoengraved plates under bond, the making of
-electrotypes from these plates, then sending back the original plates
without payment of duty, and using the electrotype made from them
for printing purposes, photoengraving purposes.

Now, we feel that it was not the intention of section 308, when it
was first written, to make possible any such circumvention of the
payment of duty.

Representative Wilbur Mills, of Arkansas, a member of the Ways
.and Means Committee, brought up this question in the hearing before
the Ways and Means Committee. 1 have a transcript here of the ques-
‘tions that he asked of the Treasury Department witnesses and their
replies. I would like to have that inserted into the record at this point,
as well as——

Senator Kerr. Is that already in the House record ?

Mr. StackseIN. It is in the House record.

Senator Kerr. How long is it ? ‘

Mr. StackerIN. It runs six pages, double-spaced.

Senator Kerr. All right.

(The document above referred to is as follows:)

HEARINGS BEFORE THE COMMITTEE ON WAYS AND MEANS, HOUSE OF REPRESENTA-
TIVES, ON THE CUSTOMS SIMPLIFICATION BILL

[Dates of hearings: August 6, 7, 8, 9‘ 10, 11, 13, 14, 15, 16, September 13, 14, 17, 18, and
19, 1951]
* * * * * * *

Mr. Mrrrs. Mr. Nichols, do you find that there is any possibility of abuse, or
.any actual abuse, of 'section 308, as now in effect? Do you ever find that there
are articles brought in under this section free of duty which are reproduced or
-copied for commercial use or sale?

Mr. NiceOLS. Let me answer that in this way: There is a considerable num-
ber of cases where importers import goods they mean to reexport within the
period and then they want to sell the articles. This is particularly the case
with respect to model gowns. Model gowns are among the articles that are
subject to this bond procedure and the practice of customs is, where there is
no reason to doubt the good faith of the importer in intending to export when
he first brings it in, and if there is a change in circumstances that leads him to
‘want to sell, that the bond is canceled on payment of the duty plus 25 percent.

Now, with regard to fraudulent evasions, the bond procedure is pretty tight
because, of course, the bond remains in effect and there is a surety company on
it, and if it is not canceled after the year expires the fiscal controls of customs
‘would lead to a demand being made upon the surety company in due course.

Mr. Miirs. I understand there is a situation which is permissable under
present law which gives rise to some question in my mind about the proper use
-of this section. Do you know the situation with respect to the photoengraving
plates? . '

Mr. Niceors. Yes; I have in mind the situation that you are referring to.
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Mr. MiLLs. Mr. Eberharter, a member of the committee, introduced a bill some
weeks ago, on April 13 of this year, proposing to exclude from the scope of section
808, photoengraving plates which are brought into this country for the purpose
of being reproduced. I understand that these photoengraving plates carry a
15-percent ad valorem duty; is that right?

Mr. NicHOLS. A substantial duty. .

Mr. MiLLs. But an importer may bring a photoengraving plate into the United
States under this section duty-free. Then he can make an electrolytic plate of
the photoengraving and use that electrolytic plate for pictures. As. a result,
the people in this country who are engaged in producing photoengraving plates
may lose an opportunity for employment.

T can see that either their standard of living would be reduced to the wages
of Great Britain or some other country, or else they would have to go into some
other line of employment. :

I am wondering if it was ever intended originally when section 308 was passed
to permit its use in such a way as that.

Mr. NicHoLs. Let me call your attention to subsection 3, which permits to come
under this procedure samples solely for use in taking orders for merchandise,
or for examination with a view to reproduction. Now, as I understand it—and
Mr. Johnson can correct me if I get off the beam—the long-established prac-
tice of the customs service, pursuant to decisions of the customs court, has been
that the words “for examination with a view to reproduction” cover the situation
where an article is brought in for the purpose of having reproductions made
of it.

You have the case of the model gown, which is one of the cases actually cov-
ered in the court’s decision, where the model gown was brought in and repro-
duced and other gowns like it were made and marketed.

Mr. Mirrs. Let me interrupt you at that point. I can see that the situation
of the model gown is in line with this paragraph 3 of section 308, but I have diffi-
culty in understanding that a reproduction of an electrolytic plate from a photo-
engraving plate is a reproduction within the meaning of paragraph 3.

Mr. NicaoLs. I might add that I understand the same rule applies to articles
such as master plates that are made use of in making phonograph records; that
is to say, you can transcribe somebody’s singing abroad and bring in the wax
recording of that and employ it in making phonograph records in this country
through various intermediate processes, and reexport the original wax impres-
sion and have the bond canceled so that the whole thing will be free of duty.

Under this provision—and I am not in a position to argue all the refinements
of the proposition which involve an analysis of two or three Customs Court
decisions and involve of course questions about the legislative history of this pro-
vision—but I understand that until recently it has not been seriously questioned
that the legislative intent was broad enough to cover this situation.

If the customs service is wrong, of course the Congress can say so, but where
a practice is followed for a substantial period of time, and following a court
decision, the service has naturally felt that whatever original question there
might have been has been cured by the passage of time.

Mr. MiLrs. It is certainly in the best interests of our own country to bring
in something that is produced abroad, if we need it here, and from a sample of
that article we can have something available here that we would not otherwise
have. But it is hard for me to conceive that those who wrote the Tariff Act of
1930 intended to create a situation wherein such a practice would develop as has
grown up in connection with the photoengraving plates. As I understand the
intention of the people who drafted the act of 1930, they did not intend to put
articles on the free list except by specific designation. They were thinking rather
in terms of increasing the duties on most items.

Mr. JoansoN. Mr. Mills, the customs service adopted the interpretation that
you have suggested and for a considerable time held that articles could be im-
ported for examination with a view to reproduction under section 308 (3) only
if the identical article imported was to be duplicated. However, the court held
in two different cases, first, that certain model gowns could be imported with
a view to reproduction therefrom of paper patterns which surprised us a great
deal, but of course the court determines what the law is,

Secondly, they held that certain drawings and paintings made by hand could
be imported for the production of wallpaper.

Now, from those decisions the. present, practice has developed, and I do not
believe that we have gone one iota beyond the principle of those decisions.

Mr. Mriis. In the beginning you must have shared the thought that the state-
ment that I am now expressing was a correct interpretation of the law,
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Mr. JounsoN. That was our original interpretation.

Mr. MiLLs. It would appear to me, notwithstanding the decisions of the
court, that perhaps your original thought, and the expression of mine today,
is still the intention of the group who drafted the Tariff Act of 1930. I do think
that perhaps, as we go further into this matter, it might be well for us to define
what we mean by “reproduction.” I see that there is a possibility of a growing
use of this section 308 that would not be in the best interests of the people
here. There are many things that can be done under it, things which we want
to continue to permit, because they are in the best interests of our people.
However, to circumvent the payment of duty by reproduction of a different
article, such as an electrolytic plate, I think should be corrected before that
practice spreads to the detriment of those who now produce photoengraving
plates in the United States.

Mr. Mason. Perhaps then it is our job to clarify these court decisions so
that they do not go further than the intent was and perhaps that ought to be
done in this bill, if it is a clarifying bill.

Mr. MmLrs. That was my thought, that we could do it in the bill.

Mr. Nicuaors. I would like to say, if the committee feels—and I can under-
stand how they might feel there is a loophole here—we certainly would be glad
to give whatever assistance we can in drafting a suitable provision.

I think your bill, Mr. Mills, of course applies to only one of the cases in which
that rule has been applied.

Mr. Mirrs. That is the weakness of the bill. It should be applied generally
to exclude every situation where it is not—and I am expressing a personal
opinion—a reproduction in kind.

Mr. NicuoLs. Just expressing a personal opinion, I would think the commit-
tee would probably prefer, if they were going to handle this, not to single out a
specific commodity, but deal with the matter across the board, and if this legis-
lation has been misinterpreted by the court, then certainly this is the time to
correct it.

Mr. CooPER. Let me ask a question for information. It is the effect of this
provision now being discussed in the pending bill to reestablish the interpreta-
tion that was followed before the court decision to which Mr. Johnson has re-
ferred?

Mr. NicmoLs. No, sir. The bill that we have before you would not affect
that at all because all it does is to extend the bond period to 3 years, and if
you are going to take care of the situation that Mr. Mills is talking about you
are going to have to have some other amendment that is not now in this bill.

Mr. M1irLs. Perhaps Mr. Cooper has in mind that the suggestion I was mak-
ing with respect to this problem would restore the original interpretation of
the Bureau of Customs prior to the court decision.

Mr. NicroLs. You evidently would have to use different language than they
used before because the court has interpreted the language previously used.

Mr. M1rLs. Language that would clarify the intent a little more.

Mr. NicHOLS. Are there any other guestions on this section, Mr. Chairman?
If not, I would like to go on.

The CEAIRMAN. You may proceed.

* * * * *. * *

Mr. StrackeeIN. Then, there is an analysis of the legislative his-
tory of that particular section going back to 1927, 1929, 1930, that is,
the Tariff Act of 1930, which develops the reasoning behind the im-
portation of samples, with the purpose of simply taking orders or with
a view to reproduction.

The legislative history, I believe, will show that there was no inten-
tion whatsoever of permitting importation under bond in the manner
that has developed, and I would like to offer that legislative history
and background of this particular section also for the record. It is
four pages.

Senator Kerr. All right.
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(The document above referred to is as follows:)
[Tariff Adjustment, 1929, hearings, Committee on Ways and Means, vol. 16, pp. 996699681
MewmrHIS, TENN., July 2, 1927.
Hon. Hugert F. FISHER,
House of Representatives, Washington, D. C.

DEAR Sir: On account of not understanding the proper procedure, the following-
matter was first called to the attention of Senator McKellar * #* *

A few months ago our firm was sent some golf-club heads from Australia for
use as patterns or models. We were forced to pay duty, although the heads we
made from these patterns were for export to Australia. In other words, the
United States tariff laws * * * operated in this instance to handicap a
domestic manufacturer trying to develop trade with foreign countries.

* % * [pon taking up the matter with the Bureau of Foreign and Domestic
Commerce, I understand that the lack of such authority in our present tariff
law has proven a handicap to American manufacturers in a number of lines,
who, like ourselves, are interested in building up their production of goods in
this country for export by duplicating models and patterns upon which those of
other countries find a ready demand to exist in given foreign countries.

* & * T beleve you would be doing a service to American exporting manu-
facturers, generally, if you would * * * introduce * * * a Dbill modi-
fying section 308 * * * g0 as to include among the articles now admissible
without duty, articles imported by manufacturers of similar products intended
solely for comparison and reproduction, and not for sale. Manufacturers would,.
I am sure, be willing in such cases to give bond * * * that such imported
articles will not be resold, thus eliminating any possible objection from domestic
producers or that there was any weakening of the tariff provisions accorded them.
under the regular duties.

* * » T feel that our tariff laws should be designed to protect domestic:
trade, but without interfering with the development of our foreign com-

merce. * * *
W. R. Scort, GoLF SHAFT & Brock Co.

Hon. WrLris C. HAWLEY,
Chairman, Ways and Means Committee,
House of Representatives, Washington, D. C.

DeArR Mr. HAWLEY : The Golf Shaft & Block Co., manufacturers and exporters,
in Memphis, Tenn., find it necessary in their export trade, to bring into this
country samples of foreign manufacture which are intended solely to be used
for comparison and reproduction and are not for sale * * * The secretary
of this concern expresses clearly the reasons why they would like to have ex-
emptions from tariff on these samples in the following paragraph of a letter to
Hon. William R. Green, dated January 19, 1928 :

“Our people have been exporting the materials from which golf clubs are made
for many years, but these materials were in a stage of manufacture known as
‘in the rough’—that is, it consisted of rough-sawn dimension stock. For some
time we have endeavored to develop an export trade for our material in a more
advanced stage of manufacture. After receiving a great deal of encouragement
from one branch of our Government that is organized to develop and enlarge our
foreign trade, it was quite a shock to learn that our tariff laws did not exempt
from duty samples of foreign manufacture, when intended to be used solely for
comparison and reproduction, and not for sale, especially when the articles pro-
duced in an American plant were to be exported, thereby adding to our foreign
trade.”

The question was presented to the House legislative counsel as to an amend-
ment to the tariff laws and it was thought best to add to paragraph 4 “also
samples intended to be used solely for comparison and reproduction and not for
sale.” It would seem that it would be only fair to a manufacturing concern,
which is a large exporter of such things, to permit him to import samples duty-
free for the purpose of comparison and reproduction.

I hope the committee will write this amendment into section 308 and add it
to paragraph 4.

Very truly yours,
Huperr ¥. Fisuer, Member of Congress.
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[Tariff Adjustment, 1929, hearings, Committee on Ways and Means, vol. XVI, p. 9784}

DEPARTMENT OF COMMERCE,
March 15, 1929.
Hon. W. C. HAwLEY,
Chairman, Commitiee on Ways and Means,
House of Representatives, Washington, D. C.

My DeArR Mr. HAWLEY: In reply to your invitation of February 14 for any
suggestion relative to the administrative paragraphs of the Tariff Act *+ *

I indicated that we would present shortly a number of suggestions with regard
to certain of these administrative features which have an interest for us in
making the Tariff Act help in the promotion of American export trade.

* * * Thijs communication will confine itself to matters not involving the
import-tariff controversies, but rather those primarily affecting our export trade.
We offer suggestions on three subjects:

1_ ® * *,

2_ L 3 [ ] *'

3. Temporary duty-free importation of samples for examination and
possible reproduction.

The detailed suggestions of the Department on these subject and the reasons
for our recommendations are presented in the attached brief.
Very truly yours,
E. F. MorgAN,
Acting Secretary of Commerce.

[Part of the brief relating to sec. 308 (p. 9786)]

Section 308. Temporary free admission of samples for examination and re-
production

The Department of Commerce has from time to time been approached by
American manufacturing concerns with requests for assistance in securing the
admission into this country of samples of foreign articles which they found were
offering severe competition to their own products in common-export markets.
These samples the American producers desired to bring to their plants in the
United States for careful examination with a view to possible reproduction of
similar articles in the United States. Because of the bearing of these requests
upon the promotion of American export trade, officials of this Department have
taken the matter up with the customs service of the Treasury Department, as
have also a number of American importers themselves, asking whether, in view
of the purpose for which such importations were desired, they could not be-
granted the privilege of temporary free admission under bond for reexportation
within 6 months under section 308 of the Tariff Act of 1922. }

It was urged that such importations constitute a close analogy to models of
women’s wearing apparel imported by manufacturers for use solely as models,.
and to samples imported solely for use in taking orders, which are among the
cases now afforded such duty-free importations under section 308.

In reply to such requests, the Treasury Department has stated that under
the present law, it finds itself without authority to allow such temporary free
entry of articles imported for the purpose of examination precedent to possible
manufacture.

In view of the fact that the privilege sought is not essentially different from
those already granted to similar classes of samples under section 308 of the
tariff law, the Department of Commerce suggests for the consideration of
Congress the addition to that section of a specific provision authorizing the tem-
porary duty-free entry under bond of samples intended to be used solely for:
comparison and possible reproduction, but not for sale.

It is believed that this provision can be granted without injury to domestic
producers, since the number of articles involved would be very small and would
not enter the markets of the United States, and with possibly considerable benefit
in the strengthening of the ability of American producers to compete in foreign.
markets by supplying the type of article which apparently best meets the local
demand.
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[Tariff Act, 1930, House and Senate reports to accompany H. R. 2667 (Smoot-Hawley
bill), pp. 160, 161]
Section 308

* * * Molders patterns for use in the manufacture of castings are included
in the list of articles which may be imported under this section of the 1922 act.
The attention of your committee has been called to the fact that from their very
nature such patterns can quickly and easily be duplicated, so that temporary free
importation is equivalent to relieving patterns from the payment of duty en-
tirely. They are, therefore, omitted from the list in this bill.

Samples may be imported under the section only for use in taking orders.
The amendment extends the privilege to samples imported for examination with
a view to reproduction. This should materially assist American manufacturing
concerns which are meeting severe competition from foreign articles in common
export markets, and it is recommended by the Department of Commerce on
account of its bearing upon the promotion of American export trade. The
number of articles involved would be small and the samples cannot, under the
law, enter the markets of the United States without payment of duty.

Mr. StrackBEIN. In order to rectify that section 308, subsection
3, a separate bill was introduced in the House by Mr. Eberharter, of
Pennsylvania. The House Ways and Means Committee decided not
to make this correction in the bill at that time.

However, in subsequent discussion with Representative Mills, he
indicated that as far as he was concerned he would be entirely agree-
able to having the bill amended in the Senate. It is a very, very
short amendment that would make the correction.

Senator Kerr. Have you got the wording which you suggest there?

Mr. StracuBEIN. There is the wording ; yes. As you see here, it is
a very short bill. I could at this point, if you have no objection,
introduce this into the record.

Senator Kerr. Let it be inserted in the record at this point.

(The document above referred to is as follows:)

[H. R. 3711, 82d Cong., 1st sess.]
A BILL Relating to the temporary free importation of samples under bond for exportation

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That paragraph (3) of section 308 of the
Tariff Act of 1930, as amended, is hereby amended by inserting immediately
after the word ‘“samples” the following: “(but not including photo-engraved
printing plates imported to be reproduced)”.

Mr. StrackBeIN. Mr. Chairman, there is only one more matter to
which I want to address myself, and that is the matter of valuation.

The present bill would alter our present system of valuation for
duty purposes. It would eliminate foreign value, and substitute
therefor export value.

It is my understanding from conversations with officials of the
Customs Bureau that most of our imports today are actually based
on export value.

At the time of the hearing before the Ways and Means Committee
I made the statement that it was extremely difficult to reach a con-
clusion about the merits of this change. ~The change was recom-
mended by the McKinsey firm in its report, but that report was
confidential.

I asked to see a copy of it, and was not able to gain access to it.
The Tariff Commission had a copy, but it was in confidence.

Senator BuTLER. What report is this, again, please ?
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Mr. StrackBEIN. The McKinsey report, upon which this whole
customs simplification bill is based. It is understood that McKinsey
& Co. is an industrial-management firm that was employed by the
Treasury Department to make an investigation of the customs ad-
ministration and to seek methods of simplifying that administration.
They did recommend this change in basis of valuation.

As I undertook to say, I assume that they included in their report
certain supporting schedules, documents, factual data upon which
they based their conclusion.

However, that information, those data, have not been exposed to the
publie, and, so far as I know, no one outside of official circles has had
access to it or has been able to study the supporting data and the de-
tailed analysis upon which their recommendations are based, and in
the absence of those data, in the absence of the documentation, in the
absence of the analytical data gathered by the firm, it is extremely dif-
ficult from the outside to come to any conclusion as to the soundness
of the recommendation and as to any possible exceptions that might
be made to the recommendations. .

We are in the position of simply having to take the recommenda-
tion on faith. ,

Now, McKinsey & Co. is a reputable management firm of good
standing ; but, nevertheless, in order to pass intelligently on the con-
clusions reached it would seem highly desirable to have access to the
detailed analysis upon which they themselves base their conclusions.

Senator ButLer. Do you think it would be a good idea for this
committee to ask the Treasury for a copy of that?

Mr. Stracksein. I think it would be a good idea. I made that re-
quest before the Ways and Means Committee. I sought to enlist the
assistance of the chairman to gain access to the report, but my request
was not granted.

. tiemzltor Burrer. The Ways and Means Committee did not have it
either?

Mr. Strackerin. They do have copies, I understand.

Senator BurLer. The Ways and Means Committee ?

Mr. StrackpeiN. Copies have been made available to members of
the Ways and Means Committee and to the Abpropriations Commit-
tee. I am not sure that the report was made available to the Finance
Committee of the Senate.

Mr. Chairman, with the suggested changes and comments, my or-
ganization has no objection whatsoever to a customs simplification
bill.

Senator Kerr. Subject to these suggestions, you recommend ap-
proval?

Mr. StracsseIN. I beg your pardon?

Senator Kerr. I say, subject to these suggestions you recommend
its approval ?

Mr. Srrackeein. That is correct.

Senator Kerr. All right, Mr. Strackbein; we thank you for your

-appearance here. i

Mr. StrackeeIN. Thank you, sir.

Senator Kerr. Mr. Richard H. Anthony. Mr. Anthony, you may
identify yourself ; be seated and give your statement.

98600—52——9




124 CUSTOMS SIMPLIFICATION ACT

STATEMENT OF RICHARD H. ANTHONY, SECRETARY, THE
AMERICAN TARIFF LEAGUE

Mr. AnTHONY. My name is Richard H. Anthony, and I am sec-
'aetary of the American Tariff League, with headquarters in New York

ity.

I have a prepared statement, the early part of which I would like
to read, and the latter part of which I would appreciate having in-
serted in the record at the indicated point. )

Senator Kerr. It may be done if you will give it to the reporter.

Mr. AxtHoNY. The American Tariff League favors such changes
in the customs administration law as will produce true simplification
and efficiency in operation. The league would not be expected ini-
tially to propose such changes as it has no immediate, day-to-day ex-
perience with customs operations as have importing groups. The
league’s interest in any customs legislation centers in its possible
effect on Government tariff policy.

The league wishes to express its views on certain sections of the bill.
As to other sections, not specifically discussed, the league, in general,
offers no objections.

SECTION 2. ANTIDUMPING AND COUNTERVAILING DUTIES

Our concern over this section is because of its interrelationship with
section 13, in which primary reliance in valuation for customs pur-
poses is now to be placed on the export value of imported merchan-
-dise, which is the market value or the price of that merchandise for
exportation to the United States. As will be seen, the league approves
of this change. However, while solving one problem, it creates
another.

The unit price for exportation to the United States of any particular
shipment of goods is not necessarily identical with the export price of
such goods to other countries than the United States or to the fair value
thergof in the domestic market of the exporting country. Primary
reliance on export value exposes the stability of the United States
-domestic ‘market to abuse. Specifically, a shipment to the United
States may be undervalued for customs purposes or may benefit from
an export subsidy, yet may slip through at regular duty rates, or free
of duty, because the appraiser no longer would be required to con-
sider its foreign value. The only protection from such abuse lies in
the provisions of our laws against dumping and against subsidies.

Section 2 proposes to amend section 303 of the Tariff Act of 1930,
so that the procedures leading to the imposition of a countervailing
duty will be broadly the same as those required in the Antidumping
Act of 1921. Instead of requiring the imposition of a countervailing
duty upon the mere finding that an imported article has the benefit of
a foreign export subsidy, as at present, section 2 would prevent such
action unless the Secretary of the Treasury also determines that an
American industry is being, or is likely to be, injured, or is prevented
or retarded from being established.
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Theleague can find no justification for thus weakening the counter-
vailing duty procedures. According to'the table entitled, “Analysis
of Legislative Proposals Contained in H. R. 1535,” the predecessor
of this bill, inserted by the Treasury Department on pages 77 and 78
of the published hearings thereon in the House, the proposed changes
requiring evidence of injury in both the dumping and countervailing
duty cases originated in the abandoned Habana Charter for an Inter-
national Trade Organization (art. 34, pars. 4, 5, 6) and in the General
Agreement on Tarffs and Trade (art. VI, pars. 3, 4, 5). According
to the analysis, they were not recommended by the McKinsey survey
nor initiated by the United States Treasury Department.

Senator BurLer. At that point, apparently from that remark you
are familiar with the McKinsey report of the Treasury.

Mr. AnxtHONY. Well, as the previous .witness said, none of us on
the outside has had any access to that report, so that while I am
familiar with the tabulated findings, as revealed by the Treasury De-
partment, none of us have ever seen the actual report.

Senator Butrer. I think, Mr. Chairman it might be a good idea
tor the chgirman of the committee to:request a copy of that for the
members of the committee. I understand the House committee mem-
bers were provided with copies, and I think we should be.

Senator Kerr. We will discuss that.

Mr. AntHoNY. The Treasury might well hesitate to recommend
provisions that would make the countervailing duty procedures less
iikely to be invoked, inasmuch as it would be proposing a reduction in
potential Federal revenue.

The Treasury has declared that the major purpose of this bill is to
#implify customs administrative procedures, and the contention is
advanced that, if these totally different abuses, dumping and foreign-
export subsidizing, are treated according to a’single formula, simpli-
fication would follow. This may be true, but the league does not go
along with the Treasury’s suggestion of weakening the countervailing
duty procedures. If any standardization of the two procedures is to
be accomplished, it should be on the basis of tightening the provisions
of the Antidumping Act, and keeping the countervailing duty pro-
cedures as they. are in our present law, with' the addition of the
amendment suggested in this bill on page 2, lines 11 through end of
the quote on line-15, whereby the usé by foreign countries of multiple
official currency rates of exchange is-specifically included in the cri-
teria of abuses for which countervailing. duties may be imposed.

The Antidumping Act is a separate statute from the Tariff Act. It
empowers the Secretary of the Treasury to investigate and find wheth-
er an American industry is being injured or threatened with injury, or
is prevented from being established, by the dumping of foreign mer-
chandise here, as defined in the act. The Secretary of the Treasury
may make such investigation as he deems necessary and if he finds a
case of dumping, he is required to make such finding public with as
much detail or to the extent he deems necessary. Present law also
provides for immediate precautionary action by the customs appraiser,
if there is suspicion of dumping. If a case of dumping is found, there
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is levied a special dumping duty in an amount equal to the difference
between the sales price and the foreign market value, or in the ab-
gence of such value, then the cost of production in addition to the
duty imposed by the Tariff Act, if any.

Section 13 of this bill eliminates, by omission, the “foreign value”
basis as a measure or yardstick against which to assess an ad valorem
duty on imported merchandise. The effect of this omission seems to
deprive the Bureau of Customs of any current information on the
“foreign value” of such imported goods. On the other hand, the
Antidumping Act, which carries its own administrative provisions and
definitions of terms, and which would still be in effect, requires that
the customs authorities be kept informed on “foreign value” since that
is the fair market value'in the country of exportation, against which
‘the export sales price to the United States is measured to determine if
-any dumping exists. No contradiction is involved, however, because
the two laws have quite different purposes.

In the Antidumping Act, we are speaking of determining whether
export sales to the United States are below fair market values abroad
for suspected shipments, and in the Tariff Act we are speaking of
values used as bases for the appraisement of all imports subject to
ad valorem duties.

The Antidumping Act can be properly administered, without the
necessity of maintaining the cumbersome procedures used now and
in the past to obtain the information on “foreign value” for the pur-
pose of general appraisal.

The league has studied this problem to determine whether there
existsin international trade a well-established procedure which would
assist our customs authorities in keeping posted currently on “foreign
values,” in a simple and inexpensive manner. The answer seems to
come from Canada, where antidumping procedures are considered
seriously and where action is taken automatically, whether there be the
threat of injury or not. Canadian import regulations require that all
exporters to Canada file, with every shipment, a form certifying the
“fair market value” in the country of export of the merchandise
under consigeration when sold-to the same category of purchaser.

Senator BurLer. There is no such provision in the American
customs ?

Mr. AntHONY. There is no such provision of that type.

Senator BuTLer. And you recommend that here?

Mr. ANTHONY. Yes, we do.

Known as Forms M and N, the declaration is not given under oath
but is subject to the laws on perjury. This procedure has been fol-
lowed in ©Ganada for three-quarters of a century and is well under-
stood by exporters to Canada the world-over. It would cause little
additional burden or expense to exporters to the United States of our
customs administrative procedures required that exporters supply the
same information to us as they are already required to supply to the
Canadian customs authorities.
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Our countervailing duty provisions, which date back to 1897, and
the Antidumping Act of 1921 both stipulate that any investigations
thereunder are to be made by the Secretary of the Treasury. These
laws were enacted prior to 1922, when the role of the United States
Tariff Commission was enlarged from that of a Federal fact-tabulat-
ing body to that of a fact-finding body charged also with making rec-
ommendations for action. The Tariff Commission is staffed by experts
whose functions call for the continuous study of the economie effects
of imports on domestic production. The countervailing duty and the
antidumping investigations are the only investigations which are not
made by the Tariff Commission under our present tariff laws. In the
interest of economy and simplification, Congress should empower the
Tariff Commission to make the investigations and recommendations
required under the Antidumping Act and the countervailing duty
provisions of the Tariff Act. These investigations are not properly
customs procedures, but seem to fall within the purposes for which
the powers of the Tariff Commission have been broadened since 1922.
In accordance with its statutory responsibilities, the Tariff Commis-
sion should make such reports available to the President, to the House
Committee on Ways and Means, and to the Senate Committee on
Finance.

Senator ButLer. Do you make any exact proposal that you want put
in, in this House bill to accomplish that purpose ?

Mr. AnTEONY. Well, we propose that the Tariff Commission be sub-
stituted for the Secretary of the Treasury in both the antidumpin
and the countervailing duty provisiens, the two acts, and that coulg
be done within this bill in section 2.

Our suggestions on this point were formulated some time back, and
on the first day of these hearings, the Secretary of the Treasury, or his
representative here, said that they had been discussing this matter with
the Tariff Commission and had come to an agreement that the Tariff
Commission could take over a portion of the investigatory procedures
under these two acts.

We welcome that more as indicating that the two agencies involved
believed that it could be done, but I think that I ought to explain to
the committee that our proposal goes beyond that made by the Treas-
ury.
The Treasury proposal is that the Tariff Commission investigate
only the domestic injury element in the Antidumping Act as it is to-
day, and also in the case of countervailing duties, provided this bill
passes, with the injury test added to the coutervailing duty provi-
sions, although we feel that it should not be added.

We go beyond that proposal and ask that the Tariff Commission
also make the investigation of the actual dumping case after it has
been brought to their attention, and of any subsidy that would seem
to demand remedy by way of a countervailing duty.
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'SECTION 3. SPECIAL MARKETING REQUIREMENTS

If the Committee on Finance reports favorably on this section,
which eliminates various special marking provisions existing in the
commodity schedules of the Tariff Act, we urge that the committee
make it clear, in its report, that the purpose in so doing is simplifica-
tion of administration, but that the committee attaches considerable
importance to the strict enforcement of the basic marking require-
ments contained in section 304 of the Tariff Act of 1930, as amended.

SECTION 11. ADMINISTRATIVE EXEMPTIONS

Fears have been expressed by retail groups and some domestic pro-
ducers that the exemption of $10 shipments from tariff duties, allowed
under section 11, may foster foreign mail-order business to the detri-
ment of domestic trade channels. The provision for permissive action
by the Secretary of the Treasury to prevent abuses does not quiet
these fears. The league’s position is that the traiff should be admin-
istered equitably so that neither the domestic producer, wholesaler,
nor. retailer is, discriminated against. We urge that proper safe-
guards be included in the exemption, which many league numbers
believe js too broad as it now appears in the bill. ‘ )

T B SECTION 13. VALUE

~ The league’s views on this section are confined to two provisions:
‘(1) the inclusion of “comparative value” among the bases of valua-
tion for customs purposes; and (2) the elimination, from the value
of imported merchandise, of internal taxes imposed in the country of
origin or exportation. g B

Comparative value: Section 13 of the bill changes the present law
governing valuation of imported merchandise for the purpose of
assessing ad valorem duties thereon, in two ways:

1. It eliminates the first basis, “foreign value,” and hence the neces-
sity of determining whether “foreign value” or “export value” is the
higher. The league has no objection to this'change, subject to the
recommendations we have already tiade in discussing section 2 of
the bill. Loy ey .

2. It introduces an entirely new basis, “comparative value,” to be

appliéd if the appraiser’ cannot ascertain satisfactorily either ‘the
“export yalue” or the “United States value,” both of which are retained
as in'the present law, with some of their terms redefined. The league
believes that the introduction of “comparative value” is unnecessary
and undesirable, and that it should be eliminated. from the bill.
' The creation of “comparative value” is a step toward simplification
of "c‘u%t‘oih\s procedures only in the sense that. it means abandoning
strict standards of appraisal if théy prove difficult or irksome to
apply.

p§e¥1ator Kerr. Do you have an opinion as to why the creation of
comparative value is undertaken in the bill ¢

r. AntrHONY. Well, I have an opinion that it would permit the
appraiser to disregard some of the stricter standards and, there-
fore—
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Senator Kerr. I understand you to say that. The question I asked.
you is, Did you have an opinion as to tﬁe motivating reason for the
inclusion in the bill of the provision.

Mr. AnTHONY. I think many importers would like to see the provi-
sions governing valuation changed in such a way that virtually the
invoice value would always be taken, and that very little investigation
of the values as now defined in the bill will occur. It certainly
would——

Senator Kerr. Then what you are saying is that the pur]g)ose is to
make it easier to import foreign products into this country ¢

Mr. AnTHONY. And undou%ltledly at a lower level of protection,
assuming the same rates of duty apply.

Senator Kerr. Yes.

Senator BurLer. One purpose, too, is apparently for the simplifica-
tion of administration at this end of the line.

Mr. AntHONY. I am sorry, Senator Butler, I did not hear that.

Senator BurtrLer. It would simplify the administrative problems.
here.

Senator Kerr. He attacks that in the statement.

Mr. AxtHONY. It would simplify——

Senator Kerr. He says it would be a false simplification.

Mr. ANTHONY. Yes,

Senator ButLer. You think it is too much simplification ?

Mr. AnTHONY. Yes; I mean, simplification is fine if it serves a use-
ful purpose, but if it simply means letting the bars down and giving
a man an easy way of administering the functions in the bill that is
false simplification in our view.

We must suppose that Congress wishes to protect the revenue and
maintain the protective level of duties established under congressional
authority. Hence, high standards of valuation procedure should be
maintained.

The language of “comparative value,” which permits the appraiser
to attempt to ascertain or to estimate the value of the merchandise
under appraisal by considering other types of merchandise, opens an
entirely new field of appraisal procedure. This new yardstick is so.
loosely and vaguely defined as to invite frequent recourse to the courts
for interpretation. It permits customs officials to exercise an inde-,
terrninall;{:a range of discretionary judgment and therefore appears
to lead to the adoption of arbitrary or fictitious values, which may
even withstand court scrutiny because of the lack of clear criteria.

. It is reasonable to ask Congress to make the work of customs ap-
praisers less onerous, providing the revenue is protected and con-
tinuity of approach maintained, so that importers and domestic
producers alike will know where they stand from day to day. The
league fears that “comparative value,” while it may ease the burdens
of appraisers, will induce capricious decisions and, in the long run,
will so demoralize appraisal procedures that loss of revenue and low-
éring of thelevel of protection on imports will follow.

The relatively few cases which cannot be applied against “export
value” or “United States value” can then be approached under “con-
structed value.” In the rare case of a shipment so difficult of ap-
praisal that it cannot be matched against any of these three bases
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of valuation then, and only then, as in similar situations now and in
the past, the appraiser can fall back upon his general authority under
csetion 500 of the Tariff Act of 1980, where he has the privilege of—
ascertaining or estimating the value thereof by all reasonable ways and means
in his power—
and so forth.

Taxes: This provision appears as paragraph (g) on page 22, lines
9 through 14. The language used is practically identical to that in
article 85, paragraph 4 of the defunct Habana Charter for an In-
ternational Trade Organization, and with article VII, paragraph 3,
of the General Agreement on Tariffs and Trade. It provides that
the value of imported merchandise shall not include the amount of
any internal tax, applied within the country of origin or exportation,
from which the imported merchandise has been exempted or has
been or will be relieved by means of refund.

What does “any internal tax” mean? All taxes in a foreign coun-
try are “internal taxes” in that country, and does not the word “any”
imply “all” taxes? If this principle is carried out ad absurdum,
would it not permit exported articles to land in our country exempt
of all foreign taxes, while our domestic articles reach the consumer
overloaded with taxes on profits, excise taxes, and others? Of course,
this is a ridiculous construction, but the wording of this paragraph is
g0 broad and imprecise that it appears to permit such a literal in-
terpretatinn.

Moreover, the text of paragraph (g) has no place in section 13.
According to the Treasury Department’s testimony before the House
committee, this question of inclusion or exclusion of foreign internal
taxes refers only to problems connected with the determination of
“foreign value.” Since “foreign value” is eliminated by the section
18 proposals. inclusion of paragraph (g), Taxes, makes no sense what-
soever. “Export value,” which becomes the primary basis of Cus-
toms valuation, is the price for export to the United States, from
which price may be exempted all sorts of foreign internal taxes
without the United States having any recourse in the situation, ex-
cept through strengthened countervailing duty procedures, as we
have recommended in connection with section 2. We strongly urge
that the committee eliminate paragraph (g) from section 13.

SECTION 20. CONVERSION OF CURRENCY

The question of converting foreign currencies into their equivalent
value in United States dollars for Customs purposes arises from the
fact that our tariff law requires that ad valorem duty rates be applied
against the value of the imported merchandise, expressed in our na-
tional currency. ]

The proposition in section 20 is to repeal article 25 of the act of
1894, as amended, and to amend section 522 of the Tariff Act of 1930.

In article 25 of the act of 1894, Congress charged the Secretary of
the Treasury with the administration of a part of one of the powers
vested in Congress by the United States Constitution in article I, sec-
tion 8, the power to regulate the value of our national monetary unit
or coin and that of foreign coin. The United States dollar value~ef.
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foreign currencies was obtained by calculating the ratio of the fine
gold content of foreign coin to the gold content of the dollar. These
relative values corresponded closely to values effective for commercial
transaetions, and they were used for customs purposes. Section 522
of the Tariff Act is the section entitled “Conversion of Currency,”
which ties the procedures under section 25 of the act of 1894 into the
Customs administrative provisions of the Tariff Act.

The League feels that the testimony of Treasury Department rep-
resentatives before the House committee was somewhat misleading.
The witnesses seemed to speak of a situation that may have been
temporarily true at the time of the conferences related to the creation
of GATT and with the proposed Habana Charter for ITO in 194748,
but which certainly is not true today.

The requirement that the members or contracting parties to GATT
tie the conversion of their currency to the par values established by
the International Monetary Fund, a specialized agency of the United
Nations, is to be found in article 35, paragraph 5 of the Habana Char-
ter for z.lTO, and in article VII, paragraph 4 of GATT. ITO was
also to have become a specialized agency of the U. N. There may
have been some logic in providing for the interplay of all the special-
ized agencies of the U. N. when their roles crossed one another. The
League has expressed its opposition to the forms of international eco-
nomic planning proposed in the Habana Charter. That charter is
now dead and, with it, the reasons for trying to bring the IMA into
our domestic customs administrative procedures.

Article 25 of the act of 1894, was amended by section 403 of the
Emergency Tariff Act of 1921, in a way that recognized that, after
World War I, some countries were not adhering to the gold-content
conversion basis in their current international commercial transac-
tions. The amendment provided that, where the Secretary has not
proclaimed a conversion rate or where the proclaimed rate varies by
5 percent or more from the buying rate in New York on the day of
gxporta.tion, the buying rate is to be used for assessment of customs

uties.

In 1934 the United States changed the gold content of the dollar
so that it took $35 to purchase 1 troy ounce instead of $20.67 previ-
ously, and made it illegal for American citizens to hold gold in any
monetary form. The Treasury and the Mint had no difficulty there-
after in adjusting the conversion rate of foreign currencies or coins
to United States dollars and the Secretary continued to issue the
proclaimed rates. While the citizen no longer could obtain gold for
his currency or silver coin, there was still a definite, fixed gold con-
tent to the dollar, albeit a smaller amount than before.

Reduction of the gold content of their monetary units is exactly
what a large number of foreign countries have effected since World
War II. We believe that the repeated statement of the Treasury rep-
resentatives at the House hearings that the gold-coin standard has
been abandoned by most countries, misleads the layman into believing
that the gold content of foreign moneys has been largely abandoned.
It certainly is not true in international balance of payment
settlements.
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The International Monetary Fund has had nothing to.do with
these declarations of gold content of foreign monetary units, except
to recognize them as a fait accompli. In fact, through no fault of
its own, the IMF has never been able to perform its function, which
is to stabilize currency values and keep them stable. Under these
‘circumstances it' seems at least premature to suggest changing our
existing laws so as to base our currency-conversion procedures on
IMF determinations.

In the case of those countries which use multiple official rates of
exchange, whether or not they are attached to gold, we agree with
the expressed opinion of the Treasury Department that we can con-
tinue to operate under present law, as interpreted by the Supreme
Court in the case of Barr v. United States (324 U. S. 83 (1945) ).
" We see no justification for doing away with our present practices.
The question of conversion of currencies is an important one in
customs administrative procedures, and we consider it essential to
strive to keep all elements entering into the determination of tariff
duties within the control of the customs administration in the United
States. Secion 20 should be eliminated.

To document our belief that present laws permit realistic conversion
of foreign currencies into United States dollars, we submit a supple-
mentary statement entitled “Conversion of Foreign Currencies Under
United States Laws,” and respectfully request that it be made a part
of the printed record at this point in my testimony.

Senator Kerr. It may be done.

{The document referred to is as follows:)

CoNVERSION OF FormieN CURRENCIES UNDER UNITED STATES LAwS
(Prepared by the American Tariff League)

The Constitution provides in article I, section 8, that Congress shall have the
power “to coin money, regulate the value thereof, and of foreign coin.”

Article 25 of the act of 1894 stipulates that the Director of the Mint estimate
quarterly the values of the standard coins in circulation of the various nations
of the world. That value is to be expressed in the money of account of the United
States as the pure metal content of such coin of standard value. The Director
of the Mint’s findings are to be proclaimed by the Secretary of the Treasury
quarterly on the first day of January, April, July, and October in each year,
‘This provision is incorporated as section 403 (a) of the Emergency Tariff Act
of 1921 and reiterated in section 522 (a) of the Tariff Act of 1930, as amended.

In section 403 (b) of the Emergency Tariff Act of 1921, reiterated as section
522 (b) of the Tariff Act of 1930, as amended, it is ordered that for the purpose
of assessment and collection of duties upon merchandise imported into the
United States, wherever it is necessary to convert foreign currency into currency
of the United States, such conversion shall be made at the values proclaimed
by the Secretary, except as provided in subdivision (c).

Section 403 (c) of the Emergency Tariff Act of 1921, reiterated in section
522 (c) of the Tariff Act of 1930, provides that when no value is proclaimed
by the Secretary or that such proclaimed value varies by 5 percent or more
from a value established by the cable buying rate for the foreign currency, as
determined by the New York Federal Reserve Bank, at noon of the day of export
and certified daily to the Secretary, who shall make it public at his discretion,
then conversion will be made at the determined value.

On page 32 of the published hearings on H. R. 1535 before the House Committee
on Ways and Means (82d Cong., ist sess.), the Treasury Department inserted,
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as an example, an exhibit A entitled “Pa.r: pes of foreign currencies published
and kept current by the Secretary of the l%x‘easury pursuant to section 522 (a)
and .(d), Tariff Act of 1930, as amended,” on the assumption that section 20 of
the Customs Simplification Act was in effect. The conversion rates are given
in United States cents per foreign currency unit.

We find that the par values given are, in reality, obtained by d1v1d1ng the
official weight in grams of fine gold in the foreign cut'rency by the weight in grams
of fine gold in the United States dollar fO 888671 gram). An example is given
in exhibit I, attached.

We have check this list in exhibit A Lmd find that every country listed has
officially expressed the value of its national currency in terms of weight of fine
gold content. We attach exhibit II, a tabulation of the official declarations of
gold content for the currency units of each of the countries listed in the Treasury
Department’s exhibit A, to which we have added declarations made since the
date of those hearings, by Ceylon and Sweden, and a change in the gold content
by Yugoslavia.

Exhibit B on page 33 of the pubhshed hearings before the House committee
shows that the commercial rates for these countries, which have declared the
gold content of their monetary units, very closely follow the official dollar cross
rate. Under our present law, no other rate would be used for customs purposes
unless the commercial rate determined by the Federal Reserve Bank of New
York varied by 5 percent or more from the par value.

It must not be forgotten that some countries which are not members of the
International Monetary Fund have or might declare the gold content of their
monetary unit and there is no reason why their declarations should be ignored.

ExHIBIT I

Gold content of United States dollar expressed in grams

In 1934, the gold content of the United States dollar was reduced from 25.8
grains nine-tenths fine to 15.2381 grains nine-tenths fine.
15.2381 grains nine-tenths fine=13.71429 grains fine gold.
1 grain=0.0647989 gram.
13.71429 grains=—0.888671 gram.
Fine gold content of United States dollar=0.888671 gram.

Examples of conversion rates:
(¢) How many United States dollars in one United Kingdom pound sterling?
Fine gold content of United Kingdom pound sterling (see exhibit II) : 2.48828
grams.
Fine gold content of United States dollar : 0.888671 gram (2.48828-+-0.888671=
2.8).
Par value conversion rate : £1=8§2.80.
(b) How many Belgian francs in one United States dollar?
Fine gold content of United States dollar: 0.888671 gram.
Fine gold content of Belgian franc (see exhibit II): 0.0177734 gram
(0.888671+0.0177734=50) .
Par value conversion rate : Belgian francs 50=$1.00.
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Gold conient and par valugs in United Shates cents of foreign currencies isted
in exhibit A entered on p. 32 of published hearings on H. R. 1585 before the
House Committee on Ways and Means, 1st sess., 82d Cong.

[Official fine gold content of United States dollar in grams: 0.888671 (see exhibit I)]

QGrams fine gold| United States
Country Currency unit per currency | cents per cur-
unit rency unit
Australia 1, 99062 224. 0000
Belgium .0177734 2. 0000
BoUVIA. e e emee 0148112 1, 66667
Brazil . 0480363 5. 40541
Ceylon oo 186621 21, 0000
Chile. .. 0286668 3. 22581
Colombia.. . 455733 51,2825
Costa Rica. . 158267 17, 8094
L S, . 888671 100. 06000
Czechoslovakia. 0177734 2.0000
Denmark.__..._.._ . 128660 14,4778
Dominican Republic. . 888671 100. 0000
Ecuador......_..__. 592447 6. 66667
2, 55187 287. 1560
355468 40.
. 357691 40, 2500
. 00386679 .434783
. 888671 100. 000
444335 50. 0000
. 545676 6. 14036
.186621 21. 0000
. 0275557 3. 10078
2. 48828 0. 0000
405512 45, 63130
0177734 2. 0000
102737 11, 5607
233861 26. 3258
177734 20. N000
. 124414 14. 6000
. 268601 30, 2250
. 888671 100. 0000
148112 16. 6667
444335 50. 0000
171783 19. 3304
405512 45, 63130
v .317382 35.7143
Union of South Africa 2, 48828 280. 0000
United Kingdom._._ 2.48828 280. 0000
Venezuela. __.__ . 265275 29,8507
Yugoslavia.___....__ | Dinar (devslued . 00296224 .33
Dec. 28, 1951).
NON METROPOLITAN AREAS
Belgian Congo. ... 0177734 2. 0000
French pessessions—India . 186621 21, 0000
French Somaliland.____ . 00414507 . 466435
...... < 158517 17. 5000
. 471230 53. 0264
.471230 63. 0264
Unltgd Kingdom Barba . 518391 58.3333
dad.
British Honduras. .- oo eeam el 622070 70. 0000
British North Borneo, Malaya, Sarawak. - . 290209 32. 6667
Fill - 2, 24169 252, 2520
Gambia, Gold Coast, Nigeria, Sierra Leone, North- 2.48828 280. 0000
ern Rhodesia, Nyasaland, Southern Rhodosia,
Bahamas, Bermuda, Cyprus, Falkland Islands,
Gibralter, Jamaica, Malta. . i
Kenya, Tanganyika, Uganda, Zanzibar...........__ E. African shilling. .124414 14. 0000
Maurittus, Seychelles . 186621 21. 0000
TONEA. - oo cmmmmmccmccememmm oo cccmeeeaa—ee 1.99062 224, 0000

Norte.~Italictzed countries are new countries added since publication of exhibit A or eountries which
have changed gold content of their monetary unit since that time.
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Mr. Axraony. H. R. 5505 contains, as section 24, the now familiar
‘GATT caveat referred to by the previous witness which declares
that—
enactment of this act shall not be construed to determine or indicate the ap-
proval or disapproval by the Congress of the Executive agreement known as the
general agreement on tariffs and trade,
and we hope it will appear in any final enactment of this bill.

However, the caveat, important though it is, does not come to grips
with GATT itself. Before we become more than ever entangled in
commitments made on behalf of the United States, but without express
congressional approval or review, we urge Congress, as soon as possible,
to take such action as will clarify our situation and make us stand
forthright in the eyes of the world. As to those principles and pro-
visions of GATT which all of us can approve, can we not say so by the
constitutional process of treaty ratification after congressional hear--
ing and debate? Asto those to which we do not wish to be committed,.
should we not repudiate them as soon as possible and thus clear our-
selv:aisz of these unfounded charges that we are going back on our

word ¢
Senator Kerr. Thank you, Mr. Anthony. Are there any questions?
Thank you, Mr. Anthony.
Mr. Axtony. Thank you, sir.
Senator Kerr. Mr. J. Bradley Colburn. Sit right down.
Mr. CoLeurn. All right, sir.

STATEMENT OF J. BRADLEY COLBURN, ASSOCIATION OF THE
CUSTOMS BAR

Mr. Covsuryi. "Mr. Chairman, I have a prepared statement which I
would ask perrmission to file and have reproduced in the record.

Senator Kerr. All right, sir.

Mr. Coreurn. And I would like to confine my oral presentation to
high lighting that statement, and adding a few additional comments.

Senator Kerr. All right.

Mr. CoLeurN. I appear here on behalf of the Association of the
Customs Bar, which is composed of lawyers throughout the United
States who specialize in the practice of customs law.

The statement which has been prepared has been submitted to the
members of that association, and represents a composite of their views
on this bill.

We have endeavored to confine our comments to the question of the
bearing of the proposed changes on the question of judicial review.
We have sought to eliminate, so far as possible, any politico-economic
considerations. .

Senator Kerr. You are interested in its administration and not its
construction ?

Mr. CoLurn. That is right, sir.

Senator Kerr. All right.

Mr. CoLsurn. We note that it has been stated in the prior hearings
before the Committee on Ways and Means by the represent~tives of
the Treasury Department and others that the proposed bill would
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not diminish or impair judicial reyiew, as'always provided by the
Congress in customs matters. .~ . ’

Nevertheless, the bar association feels that some of the provisions
of this bill are so vague and so general and sweeping in the language
used as to raise at least serious doubts as to whether judicial review
would be continued and maintained in historic fashion.

Senator ButLEr. Do you cover those points?

Mr. Couurn. Those are covered in the presentation, and in each
instance, may I say, where we criticize and ask for an amendment we
have submitted appropriate language to accomplish that result.

I would like to address myself primarily to the several provisions
which seem to be most in dispute, gathered from the comments of the
witnesses who have appeared before you, namely, sections dealing with
value, section 13, the section dealing with the amendment of entries
and undervaluation, section 17, the currency-conversion section, No.
20, and I have added an additional general comment which is not
covered in the bill at all, which I, however, think should be considered
by the committee, namely, the possible effect on this bill, the question
.of judicial review of the reorganization plan with respect to the
Treasury Department generally that was adopted in 1950.

Now, section 13, as the committee is aware and familiar with the
proposals under that, we do not quarrel particularly with the pro-
posed elimination of foreign valite. We regard that as a politico-eco-
nomic question.

Necessarily, of course, the elimination of that basis of value would
in a number of instances automatically reduce the amount of duties
colle ted by the United States. But i1f the committee and the Con-
gress, having that in mind, consider that the elimination of foreign
value is going to lead into simplification, reduce expenses generally,
from a legal standpoint we see no reason to question it.

We do, however, question the use of a new comparative value.

Senator Kerr. Say that again. '

Mr. CoLBurn. The elimination of foreign value would, of course,
make export value automatically the primary base to be used by ap-
praising officers. .

That is substantially changed in the present law. The definitions
of “freely offered” and the statement of various restrictions on sales
are attémpted to be set forth so as to broaden the application of export
value from that which obtains under present law.

We have no particular comments on those, nor on the changes made
with the alternative basis of United States value.

However, the bill would propose the interjection as a third alterna-
tive basis of a new so-called comparative value. We quarrel quite
seriously with that because we think the language is so vague and
indefinite and sweeping in character that we are not sure, as lawyers
specializing in this practice, that we are going to have a fair review
in court if we have occasion to object to an appraiser’s finding under
that sectiomn. .

It has been said that thie purpose of it is to appraise a 10-inch dinner
plate on the basis of an 8-inch dinner plate or to determine the value
of a 8-drawer cabinet on the basis of the value of a 4-drawer cabinet,
I think those are some of the illustrations that have been used by the

Treasury.
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Senator Kerr. Would you say that it is reasonable to take the posi--

tion that the basis of the import duty, being value fixed according
to some formula, that any relationship between values of articles
based on differences of dimensions would be purely coincidental ¢

Mr. CouBurN. I should say soj yes.

Now, one of the witnesses yesterday suggested, and with which
observation I must dgree, that it would be possible under this bill

to arrive at the value of an article of chinaware using an article of.

earthenware. You can go most any length. There is no line drawn
here; there is no real yardstick laid down to govern the action of the
appraiser.

enator Kerr. What you are saying is that the proposed method
would prevent an accurate appraisal of value rather than contribute
to it.

Mr. CoLBUrN. I think it might well lead to that result, Senator.
Certainly, I suggest it would invite bypassing or short-cutting the
export and United States value bases and jumping to the comparative
value and coming to an arbitrary decision thereunder.

Senator Kerr. Which of itself would be another way of saying that,
it would prevent arriving at an accurate appraisal of real value.

Mr. CoLBUrN. We believe that is so. Therefore, we think that.
section is bad.

Now, outside of the express provisions of the bill if true simplifica-
tion is to be achieved, and importers and those engaged in foreign'
trade generally are to know where they stand, it seems to us that a
provision should be inserted to require the appraiser, when taking
action, to state the basis of his action. That requirement was at one
time found in customs regulations, and involved, as far as we have
ever been aware of, no %reat trouble or difficulty. It has now been
eliminated. It is done by some appraisers at ports throughout the
country here and there, but there is no standard or régular practice.

We believe it should be made a requirement of law so that which-
ever of the bases provided by law shall be adopted by the appraiser,
the importer or other person concerned may know just what value
was being used, and challenging it if he cares to do so.

We also believe that there should be attached to this bill some time
limit on appraisement action.

We have today, and have had for a number of years, the situation
where appraisements are delayed for years and years and years.

Senator Kerr. The suggestion here yesterday by a number of wit-
nesses was 120 days. ST ‘

Mzr. Corsurn. We endorse and concur in that recommendation, and
the bar association has drafted an amendment which would eﬁ’ec’;,uate
that idea.

Senator Kerr. And you introduce that here?

Mr. CorBurN. And that is a part of my prepared statement. We
su,igest, therefore, that consideration be given to that. -

ow, on section 17, dealing with the amendment of entries and
undervaluation, the bill would do away entirely with the existing right
of importers to amend their entries. °

Now, it is my understanding that the representatives of the Treasury
Department have justified that elimination on the grourid that the
bill would do away with the present requirement that duties must be

[}
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based on the entered or appraised values, whichever is higher; and,
therefore, that the importer no longer needs to amend his entry. He
is going to get the benefit of the proper or lower value if that be the
proper value in any event.

Senator Kerr. Would the effect of it be that the fellow who buys
it and pays for it would have no position in the matter of declaring its
value either on the basis of the information he had when he first re-
ceived it or which he might later acquire but that, on the other hand,
he would be subject to any number of changes that might be effectuated
by others who would be permitted to amend or change their idea of
what the value was or might be ?

Mr. Coueurn. He would be permitted, of course, and required at
the time of original entry of his merchandise to declare a value based
on the information then in his possession.

Senator Kerr. By which he would be bound, but which would not
be determinative of the actual result.

Mr. CoLeurn. That is right.

Then we think a situation might arise where, as a result of honest
differences of opinion between the appraiser and the importer or,
perhaps, which unfortunately happens sometimes, because of personal
differences or animosity, the appraiser might take the position that the
importer has not cooperated to the extent of filing all of the informa-
tion that this proposal would require him to file, and thereby subject
him—make a finding which would result in subjecting the importer to
additional duties for alleged undervaluation.

That situation could be obviated if the importer had the right to
amend, and we think that should be restored.

Now, also there is a provision proposed to be inserted here to which
the bar association is opposed, that, namely, in case an appraiser re-
ports an importer as not cooperating by furnishing information, and
which was the basis for the 1mposition of duties for undervaluation,
the matter should then

Senator Kerr. Duties or penalties?

Mr. CorBurN. It is a penalty—well, it is 1 percent for each per-
centage.

Senator Kerr. It is the imposition of a penalty, is it not.?

Mr. Corpurn. It is a penalty, in fact. It would then be reviewed
by the collector of customs.

We think that is the creation of another administrative review
forum. The collector of customs and the appraisers of customs are
supposed to be coordinate officers. We do not think it is good practice
to subject the determination of values by the appraiser to review by
the collectors, nor do we favor the idea of creating another admin-
istrative court, so to speak. We believe they should go in case of
dissatisfaction with the findings of the appraiser directly to the Cus-
toms Court created for that purpose.

. We have, therefore, suggested an amendment to take care of that
situation. . )

A gain, the right of importers to get notices of appraisement action
would, under this proposed bill, be subjected to the discretion of the
collectcir and the requirem;nt that the importer must show a sub-
stantial reason or reasons for requesting a notice of appraisement.
We think that that smacks of the arbitrfry, and the imp%gt:;s'ggloﬁa'
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get it if he requests it, without justifying that on any basis of sub-
santial reason to the collector or any other officer.

These, and other matters, seem to us to introduce so many doubts
into the established fabric of customs administrative procedure that
we suggest a safeguarding amendment to existing section 501 of the
tariff act to make certain that if despite our criticisms and those that
others have advanced, the bill be enacted in substantially unchanged
form, that then this amendment to section 501 be made to make sure
that nevertheless an importer can obtain redress in established court
procedures.

Currency conversion, taking up that proposal, that would change
very radically the existing procedure. It would do away with the
ascertainment of Mint pars based on gold values entirely, and sub-
stitute as the primary basis for conversion of foreign currencies the
par values established pursuant to the International Monetary Fund.

While that is, perhaps, more of a politico-economic question than
a legal one, we are sure the committee will have in mind the policy
question of whether we desire to place in the hands of an international
organization the final determination of values which are going to be
applied in fixing dutiable values in the administration of a purely
local or United States statute.

Senator Kerr. To a limited extent that surrenders the prerogative
of our own exclusive agent to determine the comparative value of our
money——

Mr. Corrurn. It does, Senator.

Senator Kerr (continuing). Over to another agency with reference
to which we are but one of many who would control it.

Mr. CoLeurN. That is much better stated than I could, sir.

Senator Kerr. Is that what the situation is as you see it?

Mr. CoLurN. That is right; it is.

One of the worst features of this proposal, whether or not the Inter-
national Monetary Fund be agreed to, however, seems to us to be
the proposed delegation of determination of- values of currency to
some international agreement to which the United States may become
a party at some time in the future.

If I would be permitted to guess, I suppose that is a remnant from
the structure of this proposal at the time the International Trade
Organization was being talked about and was before the Congress.

It might make some sense or you could tie it to something definite
if that proposal were still in existence. As it is, however, with that
having been rejected and withdrawn, I, at least, know of no present
proposed international organization or agreement to which the United
States may become a party to which this would refer.

Senator Kerr. Could this possibly be an attempt to resurrect the
substance of that with reference to which the form and substance are
both dead ?

Mr. CoLeurN. I shrewdly suspect it may be, sir.

In any event, I suggest that entirely apart from that, I respectfully
suggest it is very bad policy and legislation to delegate away the
powers of the Congress to some unnamed, unknown organization, par-
ticularly when it is of an international character where we, as a sover-
eigh nation, would have only one voice of many.

98600—52——10
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The currency provision would seem to recognize the present practice
of certification of buying rates by the Federal Reserve bank, but
would make the use of those buying rates which, after all, I suggest,
fairly reflect the true value day to day of the moneys of the world
that are used in foreign trade, would subject the use of them to the
values established under the International Monetary Fund or this other
unnamed organization, which was set forth and referred to in section
20. Isuggest againthatisbad practicee. We believe that the Federal
Reserve certification of rates should be the primary basis, and if the
International Monetary Fund rates are to be adopted despite owr
criticism, that then there should be provision for use alternatively
of the Federal Reserve bank if such rates varied by 5 percent or more
from the standard that may be established.

Senator Kerr. Do you think that the Federal Reserve rates pub-
lished daily or from time to time have to be closely related to reality ?

Mr. Coreurn. I do, sir.

Senator Kerr. And that if there are other rates which differ, to
the extent that they do differ, it would mean that they were unreal?

Mr. Coveurn. I think so.

Senator Kerr. If the Federal Reserve rates are based on reality,
then the other conclusion would have to be correct, would it not?

Mr. CoLBurN. You achieve in one sense, I suppose, simplification
when you adopt one rate instead of many, but you are doing that at
the cost of adopting an unrealistic rate which. many times, is
unrelated to the true value of the transaction.

Senator Kerr. Do you make something simple only as you make it
inaccurate?

Mr. Coreurnx. I think so.

Senator MartiN. Mr. Chairman, may I ask a question ?

Senator Kerr. Sure.

Senator MarTIN. Is there any way to make it realistic except
through a stable currency based on gold or silver or some other com-
modity that has a real value?

Mr. CoLeurn. Well, I am getting a little over my depth there, Sen-
ator.

Senator Kerr. I wonder if I might rephrase that question? Let
me see if I can rephrase that question.

Mr. CoLeurN. I do not pose as an international monetary expert
that is why I make that statement.

' Senator Kerr. Is there any way to make it accurate except on the
basis of reality?

Mr. CoreurN. That, I can certainly endorse.

Senator MArTIN. That is what I am getting at. It is most difficult
for legislators, the Congress of the United States, or in any of the
countries of the world, to work out a currency so that you have real
values unless it is based on something that has real value in the world.

Mr. CoLeurN. That would certainly seem to be quite clear.

Senator Kerr. That is reality, Senator. You are talking about
reality.

Sen}a;tor Marrin. That is what I am talking about, reality, and we
are going to be in an awful lot of trouble in trading throughout the
world until we do get back down again to realities.

Mr. CorBurn. 1 think so, Senator.
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Senator MartiN. I do not think any of those things are difficult. I
mean, we have never been able to do it in all the history of the world.
We get into trouble, we get devaluated currency, and it is awfully
hard to get an established value unless it is on a reality basis.

Senator Kerr. It occurs to me that the simplest formula in the
world is that of reality.

Senator Martin. That is right.

Senator Kerr. And when you either actually depart from or at-
tempt to depart from reality, rather than becoming more simple you
become less simple.

. Mr. CoLBUrN. You are quite right.

I would like to interject, if I may here, that one of the criticisms
which has been expressed here of the use of the Federal Reserve rates
has been that it requires frequently quite involved calculations be-
cause it has been the practice of that bank to certify rates extending
out into many decimal places. That, I suggest, can be taken care of
very readily by simply 1nserting in the revision of the law or in the
present law the requirement that rates certified by the Federal Re-
serve shall be carried out only two decimal places, period.

Senator KErr. Well, you know that modern scientific development
of mathematical formulas has fixed it so that problems may be solved
pretty well by machines, even though they involve fractions or decimals
out to more than two or three points. “

Mr. CoLBURN. Yes, Senator.

Senator Kerr. I mean if they did not have them, I would be lost,
but in view of the fact that such developments have taken place, I
find that even one with a limited knowledge of mathematics that I
have, can have access to accuracy.

Mr. Corurn. I think that that is entirely correct ; and we have one
of those machines in my office, which I do not understand, but appar-
ently many people do not have them and, therefore, they have to do it
the hard way and have difficulty.

Senator Kerr. I do not understand the radio, but I have not per-
mitted my lack of understanding to cause me to deny myself the
pleasure of using it.

Mr. CoLeurN. Exactly.

Senator MArTIN. Mr. Chairman, of course, all these things—you
take the economy that we have in America : in 200 years, 95 percent of
the work is done by mechanical effort rather than muscular effort.

Senator Kerr. These mathematical machines have made mathe-
matical experts out of those who otherwise would be mediocre—I do
not mean to say that refers to me, but I take great comfort from that
knowledge.’ .

Senator Marmin. It is a very great comfort, Mr. Chairman, but
these different mechanical means are just to take care of the detail end
of it, but the great basic principles remain the same, whether it is
muscular energy or whether it i1s mechanical energy, and to get a
proper value we have got to get it on realities, and the only reality, as
far as monetary systems are concerned, that has worked out entirely
satisfactorily has to be to base it on a commodity like gold or silver or
something of that kind.

Senator Krrr. Do you have anything further, Mr. Colburn?
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Mr. CosurN. I have only one other observation, Senator, and that
is as to the possible effect of the Reorganization Plan No. 26 of 1950,
under which Congress approved the transfer to the Secretary of the
Treasury of all functions of all other officers of the Treasury, and
agents and employees of that Department. )

That was approved by the Congress, so that technically, I assume,
that all functions of all officers of the Department including those of
collectors and appraisers of customs were vested in the hands of the

Secretary. ] .

Subsequently, he redelegated those functions back to the respective
officers, agents, and employees, but it would seem that under the basic
reorganization plan and law he can cancel that redelegation at any
time, and repossess the powers which, if it came about, might seem to
raise very serious questions of the exercise of discretionary powers and
the effect of a possible judicial review.

Senator Kerr. What you are saying is that any additional discre-
tionary powers granted to the collector are actually an additional
grant to the Treasury?

Mr. CorBurn. That is right. Therefore, we have suggested a sort
of a basket clause provision which we ask to be inserted at the end
of this bill to make certain that no such event shall transpire from the
adoption of this measure.

Thank you very much.

Senator Kerr. All right, Mr. Colburn, we thank you.

Mr. CoLeurnN. Thank you, sir.

(The prepared statement of Mr. Colburn is as follows:)

STATEMENT oF J. BRADLEY COLBURN, 08 BEHALF OF ASSOCIATION OF THE CUSTOMS
BAR, NEW YORK, N. Y., oN THE ProPOSED CUSTOMS SIMPLIFICATION ACT OF 1951
(H. R. 5505)

The Association of the Customs Bar is composed of lawyers who specialize
primarily in the practice of customs law before the United States Customs Court,
the Court of Customs and Patent Appeals, the United States Treasury Depart-
ment, and other departments of the Government concerned with customs and
tariff matters.

The customs bar is directly and vitally interested in and concerned with the
proposed legislation. Copies of the proposed bill have been made available to all
members of the association and the statement now presented represents their
composite views and specialized experience. .

The stated purpose of the bill is to simplify operation of the Tariff Act of
1930, as amended, to reduce expence and delay incident to the administration of
that law, and to eliminate inequities which add to the difficulty of enforcement.

The proposed bill fails utterly to accomplish these objectives. Instead, it
would do away with some of the safeguards which exist today for the protection
of importers and traders; would vest broad discretionary and perhaps arbitrary
powers in customs officials, and would, in some instances at least, abolish the
historic right which Congress has provided for the customs field, that is, the
right of aggrieved importers to seek and obtain judicial relief from arbitrary or
erroneous administrative action in connection with every phase of importation
into the United States.

The Association of the Customs Bar, for reasons which are hereinafter stated,
is opposed to the bill in its present form. It recommends to the committee that
the bill be rejected unless the necessary and clarifying amendments which we
shall suggest be adopted. Such amendments relate to the following sections of
the bill :

Section 5—Paragraph 1615 (£) Tariff Act of 1930—American Goods returned.
Section 13—Value.

Section 17—Amendment of entries and undervaluation.

Section 20—Conversion of currency.
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A new general amendment is suggested to insure maintenance of complete
Judicial review and to preclude any possibility of diminution of such review by
operation of Reorganization Plan No. 26 of 1950 (15 Federal Register 4935) and
order of the Seeretary of the Treasury No. 120 of July 31, 1950.

SECTION §5—FPROPOSED AMENDMENT OF PARAGRAPH 1615 (F) TARIFF ACT OF 19030—
AMERICAN GOODS RETURNED

The Treasury Department has stated that the proposed amendment to para-
graph 1615 (f) is made in response to recommendations by McKinsey & Co. in a
survey of the customs service by that firm of management consultants. The pro-
posed amendment does not, however, go far enough and fails to carry out the
following recommendations made by the McKinsey survey.

“We recommend the elimination of atfidavits and evidence of exportation on
entries of ‘American goods returned’ when, upon examination of the merchandise
it can definitely be determined that such merchandise is of American manufac-
ture, growth, or product.”

Paragraph 1615 (h) of the Tariff Act of 1930, as amended by the Administra-
tive Act of 1938, provides:

“(h) The allowance of total or partial exemption from duty under any pro-
vision of this paragraph shall be subject to such regulations as to proof of
identity and compliance with the conditions of this paragraph as the Secretary
of the Treasury may prescribe.”

The administrative authorities and the courts have uniformly held that com-
pliance with regulations presecribed by the Secretary of the Treasury under this
provision is a condition precedent to the free entry of any merchandise under
paragraph 1615. Relief from the payment of duties has been denied on the
ground of noncompliance with the regulations even where complete documen-
tary proof was submitted after liquidation. (See United States v. Morris Euro-
pean and American Erpress Co., 3 Ct. Cust. Appls. 146.)

It has even been held that the fact that customs officials knew that the par-
ticular merchandise was of American origin and were familiar with all the
facts connected with exportation and importation did not excuse the necessity
for compliance with the regulations under the theory that the grant of free
entry by the Congress in this paragraph was limited and the limitation must
be strictly followed (Maple Leaf Petroleum Lid. v. United States, 24 C. C. P. A.
(Cust.) 5 T. D. 48976.

The determination of American origin of imported merchandise should in
and of itself be sufficient to permit duty-free entry into the United States. The
privilege of such free entry should not be qualified, limited, or made contingent
upon the furnishing of affidavits and other documentary proof frequently dif-
ficult, if not impossible, for the importer to obtain in order to satisfy customs
regulations. The importer should be free to establish the character of his
merchandise and if dissatisfied with the findings of the collector as to its duty-
free or dutiable status, should be permitted to have his rights established by
court review just as in the case of any other merchandise sought to be brought
into the United States.

For the foregoing reasons it is suggested that paragraph 1615 (h) of the
Tariff Act of 1930, as amended, be repealed.

SECTION 13—VALUR

This section would amend section 402 of the Tariff Act of 1930 by eliminating
entirely the use of foreign value as a basis of dutiable value. It would make
“export value” the primary basis for payment of all ad valorem duties under the
tariff act, with resort, if export value did not exist, to a United States value,
then to a newly defined “comparative value” and finally to cost of production
or as the bill terms it “constructed value.” The elimination of foreign value as
a basis of dutiable value is regarded as a matter of congressional policy on
which the bar expresses no opinion. .

If the new bases of dutiable value are to be adopted, however, a number of
changes are necessary to prevent arbitrary administrative action and to preserve
Jjudicial review.

The proposed bill omits entirely subdivision (b) of section 402 of the existing
Tariff Act of 1930, which provides that a decision of the appraiser that any basis
of value cannot be satisfactorily ascertained shall be subject to review under
reappraisement proceedings under section 501 of the Tariff Act of 1930 (U. S. C.,
title 28,. eh:~168).
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The United States Customs Court and the Court of Customs and Patent Ap-
peals have, for many years, assumed jurisdiction and decided thousands of cases
involving findings of the appraiser that one or the other bases of stated values
did or did not exist. It has been stated by the sponsors of the hill that omission
of this section would not affect or diminish this historic court review. If there
be any doubt whatever on this score, section (b) of the present law should be
reinstated. . .

There are a number of detailed objections to the definition of various
bases of alternative values in their present suggested form.- For example,
appraising officers would be authorized to ascertain or estimate United States
value or comparative value. An estimate may involve use of discretion and
to that extent, at least, limit possible’ judicial review. There is no need for
this added power to appraisers and the suggested definitions of value are
completely workable without it. Accordingly, the words “or estimated’ should
be deleted at page 20, line 8, and page 20, lines 16 and 17. Similar amend-
ments should be made by deleting the words “or estimated” on page 22, line
10; page 23, line 34 ; page 24, line 12; and page 24, line 19.

Further objections to section 13 go to the suggested new comparative value
as a basis of dutiable value, to the absence of any provision for making known
to importers the basis of appraisement action oy customs officers and to the com-
plete absence of any time limit on appraisements.

Comparative value—Comparative value is defined to be the equivalent of ex-
port value as nearly as such equivalent may be ascertained or estimated on the
basis of export or United States value of other merchandise from the same
country, which is comparable in construction or use with the merchandise
undergoing appraisement, with appropriate adjustments for differences in size,
‘material, construction, texture, or other differences.

It would be difficult to find language vesting broader discretionary power
in an administrative officer, and might well lead to wide abuses. Also, as long
as no requirement exists for an appraising officer to set forth the official basis
of his appraisement action, this wide open basket provision, or residual clause
for comparative value, might constitute an open invitation to appraising officers
to arbitrarily fix values on imported products with the extent of possible court
review and correction considerably in doubt.

Requirement should be inserted to provide specifically that an appraiser
shall disclose the basis of his appraisement in his return of value; that is,
that he shall state on the face of the papers whether his findings of value is based
upon export value, United States value, comparative value, or constructed
value. Such a requirement would impose no hardship or additional work upon
appraisers or other customs officers. It would simply mean that in putting
down the figures of the value determined by the appraiser, he would add
appropriate words to denote the basis thereof, as for example “export value.”
This is done by some appraising officers under existing practice and was form-
erly required by customs regulations,’ by adding initials to denote the basis
of value as for example “F. V., meaning foreign value, and “U. 8. V.,” mean-
ing United States value. Such practice is not uniform or general today in the
absence of any requirement thereof, however, and as a consequence, an im-
porter, if he desires to challenge the correctness of an appraised value, is wholly
in the dark as to the starting point therefor.

It is recommended that a new provision be added at the end of section 13,
page 24, following line 19, to the following effect: “No appraisement made un-
der the provisions of this section shall be complete unless there be included in
the return of value by an appraiser a statement of the basis on which such
appraisement is made.”

A most serious objection to section 13 as now presented is the lack of any
provision therein for a time limit on appraisement. Under present law, an im-
porter is required to wait months and even years before he is informed of the
dutiable value of the merchandise imported by him. In the case of merchandise
subject to ad valorem duties, he cannot know the possible limits of his ultimate
duty liability until the appraisement has been made. Importers, through no
fault of their own, have been frequently subjected to heavy losses by appraisers’
increasing dutiable values of merchanidse entered by them long after the
merchandise had entered consumption and had been disposed of. Many of the
delays which have occurred, have, as has been pointed out, been due to the

1 Customs Regulations of 1937, art. 776 (t) ; C. R. of 1931, art. 778 (t). .
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difficulties of ascertaining a market value in the country of exportation; that
1is, a so-called foreign value. With removal of foreign value as a basis of dutiable
value and the other changes in the proposed section 13 calculated to simplify
the determination of proper dutiable value of imported merchandise, no reason
‘would exist any longer for the interminable delays which now occur in obtain-
ing appraisement action.

Importers generally desire certainty. That is, they want to know their outside
possible liability by way of duty. A time limit of 120 days from the date of entry
would give appraisers, under the proposed legislation, ample time in which to
<complete appraisal action.

It is therefore suggested that at the end of section 13 there be inserted a new
section to provide substantially as follows:

PROPOSED AMENDMENT

“If the appraiser shall fail to complete his appraisement within one hundred
and twenty days after the date of entry, the consignee or his agent may apply to
any judge of the United States Customs Court for an order to show cause why
the appraisement should not be completed. A copy of said order shall be served
upon the Assistant Attorney General in Ckarge of Customs. On the return of
the order, the judge before whom the same is returnable may, for good cause
shown, issue an order to the appropriate customs officer directing the trans-
mittal forthwith to said court of the entry and all accompanying papers and if
the appraisement has not been completed, he may proceed to determine the
value of the merchandise in accordance with the provisions of this section. The
United States Customs Court is hereby given jurisdiction to take any and all
acts necessary to effectuate the foregoing provision.”

The proposed amendment affords the importer an opportunity to go before
the United States Customs Court and prove a value if he is able to do so and
if he feels the appraisement has been withheld without good cause. This avenue
of litigation should not in any way weaken existing safeguards to the revenue.
In the first place, the appraiser is given 120 days within which to act. Secondly,
when this time is inadequate the Assistant Attorney General may oppose the
order and establish that delay is requisite in order to find value. In the third
place, the importer will not proceed unless he has in his possession evidence suf-
ficient to establish a value. Even after the order has been signed, the Gov-
ernment could apply for time within which to gather the evidence which is neces-
sary in order to put in an adequate opposition to a claimed value. Fnally, be-
tween the time when the order is signed and the date when it is returnable,
the appraiser could complete his appraisement at the highest value which in
his judgment was consistent with accuracy and the importer would be left to
his existing remedy of an appeal to reappraisement.

SECTION 17T—AMENDMENT OF ENTRIES AND DUTIEBS ON UNDERVALUATION

The bill amends section 487 of the tariff act by deleting therefrom “or at any
time before the invoice or the merchandise has come under the observation of
the appraiser for the purpose of appraisement.” This amendment would elim-
inate the right granted by the present statute of amending entered values at
any time before appraisement of the merchandise.

Such amendments to entries are necessary now in order to permit the im-
porter to decrease his entered value where he knows the appraiser will appraise
at a figure less than his original entered. value and likewise, to save himself
the burden of a penalty under section 489 where he knows the appraiser will
advance his values.

By repeal of the requirement of section 503 that duty be based on the entered
or final appraised value, whichever is higher, and the removal of penal duties
for undervaluation under section 489 in all cases except where the importer
has failed to cooperate fully with the appraiser, the necessity for amendments
to entries will, in practically all cases, be eliminated. However, such right of
amendment should be retained and should be available to an importer. We sug-
gest the possible case of an importer who has cooperated to the best of his
ability with the appraiser but feels that the appraiser intends to advance his
values and to report to the collector that the importer has not fully cooperated.

.Such a situation may arise because of honest differences of opinion on the rele-
.vancy of facts, or on the law applicable, or some personal differences between the
.appraiser and the importer ; in which case, the importer can protect himself from
possible penalties under section 489 only by amending his entered values.




146 CUSTOMS SIMPLIFICATION ACT

The desired result of eliminating paper work will be accomplished even
though the amendment provision in section 487 be retained as amendments will
be recessary in relatively few cases.

On.page 28, line 4, it is believed that the word “required” should be changed
to read “requested.”” To avoid arbitrary action, additional dutied for under-
valuations should not be applied unless an importer has refused to meet a
reasonable request by an appraising officer for relevant information available
to the importer.

On page 28, line 21, to page 29, line 9, a new proposal is inserted that the
assessment of additional duties may be remitted or payment avoided by an ad-
ministrative decision under section 515. No reason is seen why the collector
of customs should be authorized to review a determination of a coordinate
officer of the customs, i. e., the appraiser, on the guestion of whether an importer
had complied with a request of the appraiser to supply him with information.
This would mean the creation of an additional administrative forum and would
add to and not subtract from the burdens upon administrative officers and im-
porters. The rights of the importer would be amply protected if in any case
in which he believes additional duties were wrongly assessed, his present right
of petitioning the customs court directly be preserved and maintained.

It is accordingly suggested that the proposed subdivision (b) on page 28,
lines 21 to 25, and page 29, lines 1 to 9 be amended to read as follows :

“Such special duty shall not be construed to be penal and shall not be re-
mitted nor payment thereof in any way avoided except upon the finding of the
United States States Customs Court upon a petition filed at any time before
expiration of 60 days after liguidation, under such rules as the court may pre-
secribe, that the entry of the merchandise at a less value than its final appraised
value was without any culpable negligence or intention to conceal or misrepre-
sent the facts of the case or to deceive the appraiser as to the value of the
merchandise.”

Bection 17, subdivision (c¢) at page 30 purports to amend section 501 of the
Tariff Act of 1930, as amended, by adding a provision for the sending of appraise-
ment notices to importers if such notice is requested in writing and requires page
30, lines 10 and 11 “a substantial reason or reasons for requesting the notice.”
This language subjects the right of an importer to receive notice of appraisement
to a determination by customs officers whether the reasons given therefor were
substantial in the judgment of such customs officers. An importer is entitled to
a notice of appraisement in any event without a request and as a matter of
right. It is therefore suggested that the words on page 30, lines 9 to 11 “setting
forth a substantial reason or reasons for requesting the notice” be deleted.

The proposed changes and the definitions of dutiable value with respect to
amendment of entries and additional duties for undervaluations as set forth
in sections 13 and 17 of the bill now before the committee, are so revolutionary
in character that very specific amendments should be made to section 501 of the
Tariff Act of 1930, as amended, to prevent any undue hardship upon importers
or interference with the long-established judicial review of appraisement admin-
istrative actions. To accomplish this the second sentence of said section 501,
as amended, should be amended by inserting following the word “appraiser” the
words “including all determinations entering into the same.”

SECTION 20—CONVERSION OF CURRENCY

The proposed section 20 dealing with conversion of currency would alter radi-
cally the existing system for converting foreign currencies for purposes of assess-
ment and collection of duties as judicially interpreted by the United States
Supreme Court, and the United States Court of Customs and Patent Appeals,
Barr v. United States (324 U. S. 83 of 1945), Barr v. United States (35 C. C. P. A.
1, 1947). Simplification might be achieved under the new proposal, but if so, it
would be at the expense of the long-recognized rights of importers and foreign
traders to have the duties fixed by the Congress imposed on the true value of
merchandise imported into the United States.

Under existing law the true dollar value of imported merchandise for customs
purposes is required to be ascertained by conversion of foreign currency at the
proclaimed value of foreign coins on the gold basis.

The statute provides that “the value of foreign coin as expressed in the money
of account of the United States shall be that of the pure metal of such coin of
standard value” and the Secretary of the Treasury is required to proeclaim quar-
terly “the value of the standard coins in circulation of the various nations of
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the world.” It is claimed that these proclamations now serve little purpose
because of the general abandonment of the gold standard and that customs duties
are rarely based upon such proclaimed values. The proposed revision would
accordingly repeal the requirement referred to and substitute par values main-
tained pursuant to articles of agreement of the International Monetary Fund or
by any other international agreement to which the United States may become
a party.

The customs bar feels that the question of whether or not the gold standard
should be abandoned is a matter of policy for determination by the Congress.
‘We do, howes er, direct the attention of the committee and the Congress especially
to the fact that the determination of the values of the foreign coins would be trans-
ferred out of the hands of a United States agency to an international organiza-
tion if the proposed substitute currency provision be adopted.

Under present law, if the Secretary of the Treasury has not proclaimed any
so-called mint par for a particular foreign currency, or if the commercial rate,
called the buying rate in the New York market, differs more than 5 percent from
the proclaimed par values, then conversion of the currency is required to be made
at such commercial buying rate.

The duty of determining such commercial-buying rates is placed upon the
Federal Reserve Bank of New York. The existing law has been judicially in-
terpreted to require certification and use of more than one exchange rate in
situations where multiple exchange rates exist for one or more currency. The
conrts have held that the proper rate applicable to a particular class or kind
ot imported merchandise was the rate used commercially for the purchase and
sale of that particular class and kind of merchkandise (Barr v. United States,
35 C. C. P. A. 1, of 1947). This judicial construction has operated to insure
that an importation into the United States purchased in foreign currency would
be translated into American currency at a value which would truly and ac-
curately reflect the actual commercial value of the merchandise.

The proposed revision would do away with this system and substitute use of
a single rate of exchange fixed by the international monetary fund or some other
unnamed international organization in all cases where such par values existed,
and would permit use of a commercial-buying rate only in cases where such par
value had not ben determined by some such international organization. Even
where the commercial-buying rate could bé used, however, such use would be
subject to discretion of the Secretary of the Treasury.

For all of these reasons the Association of the Customs Bar is opposed to sec-
tion 20 of H. R. 5505. The following amendments to such proposal are necessary
to avoid too sweeping a delegation of the power of the Congress to maintain the
historic right of importers to judicial review of administrative action, to avoid
possible arbitrary administrative action and to insure that, as in the past, the
value of foreign currefities shall be converted into United States values for the
purpose of assessment and collection of tariff duties pursuant to a system that
will insure such collection on a true value of the imported products.

Page 34, lines 4 and 5, delete the words “or pursuant to any other international
agreement to which the United States is a party.” This suggestion is believed
self-explanatory and is intended to prevent a blind delegation of uncontrolled
power (See Panama Refining Co. v. Ryan, 293 U. 8. 388 ; Schechter Poultry Corp.
v. United States, 295 U. 8. 495.)

Page 34, line 11, delete the words “subdivision (d)” and substitute therefor
the words “subsections (b) and (e¢)”.

Page 34, line 14. Following the word “date” insert the words “or if such par
value varies by 5 percent or more from a value measured by the applicable buy-
ing rate in the New York market at noon on the date of exportation.” This
amendment is necessary to preserve the historic system of converting foreign
currency at the true commerecial value.

Page 34, line 14, insert the word “buying” the word “applicable. Page 34, line
23. Following the word “certified” insert the following: “for each business
day, excluding Sundays and days on which banks are generally closed.”

The eXxisting law requires the Federal Reservey Bank to certify buying rates
daily. In practice this has proved too strict a requirement but it should be
made clear that the Federal Reserve Bank is required to certify buying rates
for every business day in order that all such rates may be available for use when
needed.

Page 34 lines 34-and 25, delete the words “at such times and to such extent
as he shall deem necessary.” The Supreme Court of the United States-held in
Barr v. United States (324 U. 8. 83) that the power of the Secretary to publish
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buying rates under present law was purely ministerial and that such power might
not be exercised in such a way as to defeat the method of assessment which
Congress had provided. In that case the Secretary of the Treasury caused to he
published only the higher of two rates for the English pound, and caused conver-
sion of the currency to be made at such higher rate. The Court held this to be
error and that even though the lower and correct rate had not been published
it must be used to reflect the true dollar value of the importation. Despite this
injunction of the Supreme Court, the Secretary of the Treasury bas failed to
publish all of the buying rates certified to him by the Federal Reserve bank for
the purpose of the present statute, section 522 of the Tariff Act of 1930. As a
consequence, importers are frequently left in the dark as to the existence or non-
existence of the proper certified rates applicable to their merchandise. The
above-suggested amendment would require the Secretary of the Treasury to
publish all buying rates certified to him under the currency statute.

. Page 35, following line 9, insert a new subdivision (b) to read substantially as
follows :

“If more than one buying rate exists for a particular foreign currency, the
Federal Reserve Bank of New York shall determine and certify under the provi-
sions hereof and for the purposes of this section, each and every such buying rate
actually used in commercial transactions.”

. Subdivision (¢) of the proposed section 522 provides for certification by the
Federal Reserve Bank of New York of dual or multiple rates of exchange for a
particular foreign currency. It has been the practice of the bank to certify only
those rates which it decided were properly applicable to the conversion of foreign
currency for the purpose of assessment and collection of tariff duties. It has
failed to certify-some commercial buying rates which were actually used in com-
mercial transactions in connection with the importation of merchandise into the
United States. The Supreme Court has held that the power of the bank to
certify exchange rates is in the category of administrative or executive action.
which is nonreviewable (Berr v. United States supra). (See also Schmoll Inc. v.
Fedeyal Reserve Bank, 286 N. Y. Rep. 503 of 1941.)

. If conversion of currency is to be made on a basis to truly and accurately
reflect the actual value of the imported merchandise, it should be made manda-’
tory upon the Federal Reserve bank to certify all commercial buying rates for
a particular foreign currency. If this be done, the bank’s determination of such
rates would still be a discretionary act and nonreviewable in the courts, to he
sure. But the integrity of that bank would insure that all commercial buying
rates which existed for a particular foreign currency would be certified and
published. Customs officers would thus have before them complete information
of all possible cominzrcial buying rates and, in accordance with the further
direction of the statute, would be required to use the rate which reflected the
value of the foreign currency in particular commercial transactions. Unless this
suggestion be adopted, it is not seen how the direction in proposed subdivision (c),
page 35, lines 15 and 16, that the applicable rate or rates shall be used “which
reflect effectively the value of that foreign currency in commercial transactions”
will mean anything.

Page 35, lines 20 to 25, and page 36, lines 1 to 8, inclusive, delete the entire
section beginning with the word “when” on line 20. For reasons already fully
stated, this is believed to be far too broad and sweeping a power to grant to any
adminigtrative officer, and particularly to any international organization under
any international agreement to which the United States may become a party.

POSSIBLE EFFECT REORGANIZATION PLAN NO. 26 OF 1950

The possible effect of the Reorganization Plan No. 26 of 1950 (15 Fed. Reg.
4935) must be considered in connection with the pending bill. Under that plan-
the Congress approved the transfer to the Secretary of the Treasury of “all
functions of all other officers of the Department of the Treasury and functions
of other agents and employees of such Department” (Sec. 1-A, Plan No. 26).

Section 2 of that plan further provides that the S~rretar~ may. from time to’
time, make provisions “as he shall deem appropriate” authorizing any officer,
agent, or employee to perform any of the functions so transferred to the Secre-
tary. It is understood that the Secretary of the Treasury has redelegated the
functions of the Bureau of Customs and all customs collectors and appraisers to
}11,9 representative agency or official under an order No. 120 issued July 31,

950. Notwithstanding this fact, the Secretary of the Treasury would seem
0, possess authority to repossess these functions at any time by rescinding hig
order No. 120 referred to and to substitute his judgment and action for that
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of collectory of customs and appraising officers. The result may well be again
to raise the question of the ‘'scope ‘of judicial review intended, by the Congress
to be applied to all actions of collectors of customs and appraising officers.

' Statement® ‘were made in the record before the Ways and Means Committee
that the provisions of the proposed customs simplification bill are not intended
to and will not alter. or take away in any respect, existing rights of importers
to full judicgal review of administrative action in connection with imports. No
possible doubt should be permitted to exist on this point. To insure preservation
of this invaluable right to theé import trade, there should be inserted at the end
of the bill a provision along the following lines:

“Nothing in this Act or in Reorganizgtion Plan Number 26 of 1950 or in other
reorganization plans adopted pursuant to the Reorganization Act of 1949, shall
be construed to limit or restrict any rights of importers and others under sec-
tions 489, 501, as amended: ahd 51 agld 515, Act of 1930, or to limit or restrict the
jurisdiction of the United States Customs Court or the United States Court of
Customs and Patent Appeals!(28 U. S. C. 1582, 1583, 2631-2637, inclusive. 2638
2642, inclusi}'re).‘ A o

Senator Krrr. Mr. Milter? All right, Mr. Miller, you may sit
down,
T I I ey
STATEMENT OF CHARLES C. MILLER, DIRECTOR OF PUBLIC
RELATIONS, RUBBER MANUFACTURERS ASSOCIATION, INC.

Mr. MiLLer. Mr.\Chairman; my name is Charles C. Miller. I am
employed by the Rubber Manufacturers Association, Inc., of 444
Madison: Aventue, ' New York, as: director of public relations.

Mr. C.' P, McFadden, chairman .of the rubber footwear division
of our association, had been scheduled to appear before you today.
Due to cireumstances beyond. his control, he found it impossible to
reach 'Washington in time for this hearing. ,

. In his place and on behalf of the rubber footwear manufacturing
industry, I.should like to ' make a very brief statement for the record.
. We appehred:before the House Ways.and Means Corhmittee during
the first session of this Congress to register our objections to several
provisions of the'custorhs simplification bill as considered in its origi-
nal form.’ L

~*Our primary objection was directed at the proposal in the original
measure to'sbuttle the long-accépted American selling price principle
as a basis for computing dyty on dertain imports, among them, water-
proof rubber footwear and rubber-soled canvas footwear.

The rubber footwear industry was pleased to note that the House
saw fit to retain the American sellinig’ price principle which has been
a basicpart of the organic customs law of this nation for more than
a quarter of agentury. . . 5 C ‘

.. Theré remain in-the measure now before you, however, certain pro-
visionis that! disturb.the rubber footwear industry and give it cause
for coneern. . il onli o v L 4 ,

The provisions to which we refer were not remedied by the House.
For thatweason'we wish:to register 'again our objections té these fea-
tures of the bill. ] ‘

Since.these aspects of the measure are éssentially technical in their
nature, I wish to leave the'discussion of the details to our counsel, Mr.
John G. Lerch, who is scheduled to follow me on today’s calendar.

Mr. Lerch will discuss these provisions in detail. We endorse all of
the arguments that Mr. Lerch will submit. Coe i

Thank you very much, Mr. Chairman, for your courtesy in per-
mitting us to be heard.
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Senator Kerr. All right, Mr. Miller, we will hear Mr. Lerch.

Mr. Mirier. Thank you, sir.

Senator Kere. I understand Mr. Lerch is appearing here on-behalf
of some eight organizations.

Mr. Lercu. Eight industries; yes, sir, Mr. Chairman. .

Senator Kerr. Well, I trust that the word you used, “industries,
is not entirely different from the word I used, “organizations.”

Mr. Lerca. Not at all.

Senator Kerr. You may proceed.

STATEMENT OF JOHN G. LERCH

Mr. Lerca. Mr. Chairman, my name is John G. Lerch. I am the
surviving partner of the firm of Lamb & Lerch, doing business at
25 Broadway, New York City, specializing in the practice of customs.
law.

I entered the customs field in 1912 as private secretary to the Hon-
orable Eugene G. Hay, a judge of what is now the United States
Customs Court. In that capacity, it was part of my duties to assist
in the preparation of decisions of customs cases. In 1920 I left Judge
Hay and joined the staff of the Assistant Attorney General in Charge
of Customs, where for 5 years I was Chief of the Reappraisement
Division which had charge of all litigation pending before the customs
courts involving the value of merchandise. On January 1, 1926, 1
left the Department of Justice to establish my present firm. I have
been continuously in the practice of customs law since that date.

I am appearing here on behalf of the following industries: Candle
Manufacturers Association, 19 West Forty-fourth Street, New York,
N. Y.; Twisted Jute Packing and Oakum Institute, 19 West Forty-
fourth Street, New York, N. Y.; the Industrial Wire Cloth Institute,
74 Trinity Place, New York; National Building Granite Quarries
Association, Inc.. 114 East Fortieth Street, New York, N. Y.; the
Rubber Footwear Division of the Rubber Manufacturers Asspciation,
444 Madison Avenue, New York, N. Y.; the Toy Manufacturers of
the U. 8. A, Inc., 200 Fifth Avenue, New York, N. Y.; United States
Potters Association, East Liverpool, Ohio, and the Collapsible Tube
ll\é[ari;lfacturer’s Association, 19 West Forty-fourth Street, New York,

May I say at this point, that I testified before the Ways and Means
Committee of the House on this bill, and submitted a brief, and that
appears at page 319 of the printed record of the Ways and Means
Committee hearings. In that brief I touched on various sections, 3,
6,11, 18, 17, 19, and in my testimony, 20 of the present bill, and rather
than go into that all over again, I ask the committee to have reference
to that brief as printed in the House record.

. Seglator Kerr. That is different from the statement you will make
ere?

Mr. Lerca. I am going to touch on some of those points.

Seltliator Kerr. If you care to, that may be inserted as part of this
record.

Mr. LercH. I would appreciate it very much.

Senator Kerr, Very well.

»
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(The brief above referred to is as follows:)

AvcustT 1951,
Re customs simplification bill, H. R. 1535.

CHAIRMAN, WAYS AND MEANS COMMITTEE,
House of Representatives, Washington, D. C.

Sik: I testified before your committee on August 14, 1951, and in that appear-
ance I limited my remarks to a few of the-sections in the proposed bill which I
regarded to be the more important and illustrative of the intent and scope of the
revision of the existing law.

Since I appeared, I have heard most of the testimony that has been introduced
and it occurs to me that it would be helpful to the committee in the consideration
of this bill if a more eemplete survey was made and the committee shown the
actual changes which more of the sections in the bill would accomplish.

I therefore respectfully ask that this memorandum be received and made a
part of my original remarks.

REPEAL OF SPECIAL MARKING REQUIREMENTS

Section 3 repeals the special provisions in a number of the paragraphs of the
Tariff Act of 1930. The first in the enumeration is paragraph 28. It provides
for the deletion of the words “the immediate container and,” where they appear
in subparagraph (f) of that paragraph. This would leave the only requirement
for the identification of a color, dye, stain, etc., that of describing it on an invoice,
and would permit the entry into the commerce of the United States of foreign-
made products in this paragraph with no identification on the container that
reaches the consumer to show its foreign origin. There are many articles under
this paragraph where their American origin would be a definite asset in their
acceptability. Foreign origin may be a detriment. This same observation could
be made as to each of the commodities in the paragraphs enumerated in section
3 (a), and as to which the special marking provision is deleted. Congress, over a
period, has:seen fit to accord these American industries the protection of having
certain competitive foreign merchandise so specially marked that the consumer
will know that he is not getting domestic-made merchandise. The removal of
this requirement may definitely permit the sale of imported merchandise in this
country as American-made goods.

FREE ENTRY PROVISIONS FOR TRAVELERS

Section 6 (¢) (A) and (B) of the proposed bill provides for the free entry of
merchandise being brought back by American tourists. Subparagraph (A) per-
mits one who has remained abroad for a period of not less than 48 hours to bring
back with him $200 worth of merchandise. Subsection (B) permits an American
citizen- who has been abroad for a period of not less than 12 days, to bring back
$500 worth of merchandise.

While it may seem an altruistic attitude toward our citizens on the part of their
Government, this provision could very readily work great hardship on some do-
mestic industries. For illustration, English bone china because of arranzements
between England and Canada sells in Canada at a very reasonable price over that
at which it is sold in this country and over comparable merchandise made in this
country. If a traveler to Montreal, let us say, remained there for the 12-day
period, he could bring back four or five bone china dinner sets, free of duty under
this exemption, and it could develop into a very prosperous industry running these
valuable china sets into this country and disposing of them at the prevailing
American price to the detriment of the Americarn jndustry.

While the proposed section provides a penalty for the sale of merchandise
brought in by tourists, this provision in practice would be practically meaningless
since it would be impossible to check every $500 worth of merchandise brought
in by tourists to determine whether it had been sold.

ADMINISTRATIVE EXEMPTIONS

Section 11, among other things, contains a provision which in the language of
the Treasury Department analysis of this bill “would allow persons to bring with
them or import by mail up to $10 for their personal use, and would allow free
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entry up to $5 in other cases.” Tt is conceivable under the $107exemptlon for
mail importations that a mail-order house in Canada circularizing the United
States could become very prosperous to the, defriment of Amerjcan industry.

While it is true that the present law 'requites the collection d¥ duty oh trivial
amounts, yet that might prove a good investment over the injury/that may be
done by the free entry of merchandise up to $10. . .

o

S
VA IR

I have commented upon this section in my appearance before your committee.
In my comments on comparative value, I intimated that the great bilk of im-
ported merchandise subject to ad valorem duties would be appralsed on the
comparative-value basis which permits an appraiser to arrive at a value for
imported merchandise by a system of additions, deductions, and allowances, all
of his own making,.

That comparative value would be the form most generally used is confirmed
in the Treasury analysis at the bottom of page 22 in its explanatloh as to why
constructed value would be so little nsed ‘“since it would make it possible for
appraisers to estimate the comparative value from compardble merchandise in
many cases which now must go to ‘cost of production.””

On page 23 of the analysis, the following sentence appears :

“Entirely apart from questions of administrative expense and efficiency, the
Treasury Department believes that in any system of ad valorem taxation, the
value used should be the true value, the market value when the merchandise bhas
a market, and not an arbitrary or fxctltlous value.”

How this language can be applied to comparative value is very difficult to
understand since a value arrived at by an appraiser through estimates and allow-
ances must of necessity be more or less arbitrary or fictitious. It certainly does
not subscribe to a definition of fair or actual value. Under this system, would
not an importer have to be able to read the upprawer s mind to determine what
amount of duty he is going to pay when he imports a given shipment?

Furthermore, section 13 contains new definitions. Assuming, which T think is
most doubtful, that under the prgposed law the right of judicial review of the
appraiser’s action will remain, it will require decades of litigation in our customs
courts before the meaning of these deﬁmtwns can be definitely ascertained. In
the light of the flood of litigation that is certaip to occur, can it be said that the
work of the appraiser will be simplified, or would it not be more accurate to say
it will become uncertain and confused?

As I have said before, there can be no reason for the abandonment of the present
system for an entirely new system, except as the Secretary admits on page 24 of
the analysis that we pledged ourselves to some such 'system in article 7 of GATT.

VALUE—SECTION 13

AMENDMENT OF ENTRIES AND DUTIES ON UNDERVALUATION

Section 17 will, from any practical interpretation you can place on it, virtually
remove the assessment of additional duties that are now imposed under our law.
Existing law, in effect, requires that there be assessed in addition to all other
duties a duty of 1 percent for each 1 percent‘ that the appraised value exceeds
the entered value.

Over a long experience, this policy was found necessary in order that the
importer accurately state on his entry the proper value for duty purposes. - This
assured the appraiser of the maximum amount of information as to.the value
of imported merchandise. Under existing law where an additional duty was
assessed, it can only be remitted by the United States Customs Court upon a
finding that the entry at less than the appraised value was made in good faith
and not intended to deceive the appraiser. The proposed section 17, to use the
words of the Secretary at page 29 of his analysis, “would provide that the under-
valuation duty shall apply only in cases where there is not only an undervaluation
but also a failure on the part of the importer to furnish to the appraiser all infor-
mation available to the importer at the time of entry or within a reasonable’time
thereafter, which is required by customs and is relevant to the value of the mer-
chandise.” [Italics ours.]

The bill also gives discretion to the customs officials to determine whether or
.not additional duty shall be assessed, and it is only such cases in which the cus-
toms official decides to penalize an importer and assess the additional duties that
will go to the United States Customs Court as under existing law.

This discretion, coupled with the ablhty of the appraiser under section 13 of
the proposed bill to estimate values, is, as has been said, that it gives too much
power to a dishonest man and more power than an honest man would want.
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CORRECTION OF ERRORS AND MISTAKES

Section 19 of the proposed bill amends section 520 (a) (3)—=clerical error.
This subsection permits the correction of a clerical error within a certain time
and under certain conditions. The proposed section broadens this provision so
'as to include:

“(1) A clerical error, mistake of fact, or other inadvertence not amounting to
an error in the construction of a law, adverse to the importer and manifest from
the record or established by documentary evidence, in any entry, liquidation,
appralsement or other customs transaction, when the error, mistake, or in-
advertence is brought to the attention of the customs service * * *”

The customs courts have construed exXisting law to relate only to a clerical
error which was manifest from the papers in the case. The decisions also tend to
limit this remedy to the invoice and entry papers.

Under this proposed provision it is made to include a *“mistake of fact, ar
other inadvertence not amounting to an error in the construction of a law, * ok ok
manifest from the record or established by documentary evidence.”” By this
language there is placed in the hands of the Seecretary of the Treasury the rlght
to pass upon practieally any irregularity that will be alleged to have occurred in
the entry, liquidation, appraisement, or other customs transaction.

During the hearings a member of your committee expressed a suspicion that
tnere may be sleevers in this act. If there are circumstances under this act that
can be so designated, this is one.

Under existing taw, the Secretary is empowered to correct a manifest clencal
error. All other jurisdiction he is given. by this bill is reserved to the United
States Customs Court upon a timely appeal or protest after the action of the
administrative Government official has taken place.

Under this provision the Secretary of the Treasury could readily become the
court of first instance in cases of this character and if the importer secured the
desired redress in this forum obiously he would have no reason to appeal to

" the customs courts.

Mr. Chairman, I have imposed upon you to the extent of this memorandum in
an effort to show what I meant when 1 testified before your committee that this
bill amounted to a tariff revision under an anesthetic.

From the sections that I have reviewed in my testimony and in this memo-
randum you can readily see that provisions of existing law have been repealed
in toto. Entirely new provisions have been substituted. BExisting powers of
Government officials have been materially extended. Board discretion has been
vested in Government officials where it does not now exist. The provisions of this
bill may materially change the jurisdiction of the customs courts over some
forms of litigation. And, finally, there is grave question under the proposed bill
as to whether or not it w111 not completely divest the court of its Jl]l‘lSdlCthIl on
questions of value. V-

Respectfully submitted.

JoHN G. LERCH.

Mr. Lerca. I have another brief which I am gomg to ask to be
inserted in the record.

Senator Kerr. If it is repetitious, then it will not——

Mr. Lercu. Noj; it is not.

Senator Kerr. All right.

(The document referred to is as follows:)

APPLICATION OF AD VALOREM RATES OF DUTY

LEGISLATIVE HISTORY, REVIEW OF BASES OF APPRAISEMENT, AND COMMENTS ON
SecTtioN 13, H. R. 5505

(By John G. Lerch, New York)
REVIEW OF LEGISLATIVE HISTORY

In order to more fully understand what we have in the provisions of section
402 of the Tariff Act of 1930, and how section 13 of H. R. 5505 may affect it, it
may be well to examine briefly the history of what led to this section.

The preamble to the very first Tariff Act passed by our Congress on July 4,
1789, reads as follows:
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“SEc. 1. Whereas it is necessary for the support of government, for the dis-
charge of the debts of the United States, and the encouragement and protection
of manufactures, that duties be laid on goods, wares and merchandise imported.”

That act levied both specific and ad valorem duties. The act based the ad
valorem duties on the ‘“value thereof at the time and place of importation.”
This was substantially the British system of assessing duty on the value of the
merchandise on the pier at the time of importation. It has sometimes been called
landed value. .

,In the act of April 20, 1818, apparently the basis of value was changed by
section 4 to a form of export value:

“8go. 4. And be it further enacted, That the ad valorem rates of duty upon
goods, wares, and merchandise, shall be estimated by adding twenty per cent.
to the actual cost thereof, if imported from the Cape of Good Hope, or from
any island, port, or place, beyond the same, and ten per cent. on the actual cost
thereof, if imported from any other place or country, including all charges, except
commissions, outside packages, and insurance.”

In section 9 of this same act of 1818 the appraisers are instructed to find, “to
the best of their knowledge and bzlief, the true value thereof when purchased,
at the place or places whence the same were imported.”

In section 8 of the Tariff Act of May 19, 1825, we find on value the following:

“* * * gnd in all cases where there is or shall be imposed #any ad valorem
rate of duty on any goods, wares, or merchandises, imported into the United
States, it shall be the duty of the Collector within whose district the same shall
be imported or entered, to cause the actual value thereof, at the time purchased,
and place from which the same shall have been imported into the United States,
to be appraised, estimated, and ascertained, * * *7”

With this change there would seem to be a shift from export value to foreign
value.

Up to this time there seems to have been no attempt on the part of Congress
to define or enlarge upon the terms which it nused in desecribi g the hasis for
appraising the value of merchandise. This seems to have begun in the Tariff
Act of August 30, 1842.

With the enactment of the foregoing Tariff Act, Congress apparently saw the
necessity for a more explicit deseription of the value hasis for ad valorem mer-
chandise. I quote from section 16 of the act of August 30, 1842 :

“That in all cases where there is or shall h¢ impored any ad valorem rate of
duty on any goods, wares, or merchandise, imp:orted into the United States, and
in all cases where the duty imposed shall by 1aw be regu'ated by, or directed to
be estimated or based upon the value of the square yard, or of anv specified
quantity or parcel of such goods, wares, or merchandise, it shall be the duty of
the collector. within whose district the same shall be imported or entered. to
cause the actual market value or wholesale prire thereof, at the time when
purchased, in the principal markets of the country from which the shme shall
have been imported into the United States, or of the vards, parcels, or quantities,
as the case may Dbe, to be annraised, estimated, and ascertained, and to such
value or price, to be ascertained in the manner provided in this act, shall be
added all costs and charges except insurance, * * *

In the Tariff Act of March 3. 1865, again ad valorem duties were bhased npon
foreien value, but the definition was changed to permit the determination of
value “at the pericd of exportation.” I quote:

“That in all ecoses where there is or shall be imposed any ad valorem rate of
duty on any goods, wares, or merchandise imported into the United State<., and
in all cases where the duty imposed by law shall be regulated by. or directly to
be estimated or based upon, the value of the sgnare yard, or of any specified
quantity or parcel of such goods, wares, or merchandise, it shall be the dutv of
the collector. within whose district the same shall be imported or entered, to
cau<e the actual market value. or wholesale rrice thereof. at the period of the
exportation to the United States, in the principal markets of the country
from which the same shall have been imported into the United States, to be
aprnraised * * *? (cer, 7).

In the Tariff Act of July 28, 1866, the wording of foreign value, which was
the dntiahle value, was changed from “period of exportation” to the “time of
exportation”:

“That in determining the dutiable value of merchandise hereafter imported,
there shal’ be added to the cost. or fo the actual wholesale nrice or general market
value at the time of exportation in the principal markets of the country from
whenre the same shall have been imported into the United States, * * #*»

(sec. 9).
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Then to this foreign value was added cost of transportation in the foreign coun-
try lfrom the place of manufacture to the port of shipment, together with cost of
packing.

For the first time in any act, I find in the Tariff Act of March 3, 1883, an
alternative provision for the appraisement of merchandise where the statutory
basis could not be ascertained. The basis in that act was foreign value, but
what is now known as cost of production in the foreign country, was prescribed
where foreign value could not be found:

“Sec. 9. If upon the appraisal of imported goods, wares, and merchandise, it
shall appear that the true and actual market value and wholesale price thereof,
as provided by law, cannot be ascertained to the satisfaction of the appraiser,
whether because such goods, wares, and merchandise be consigned for sale by
the manufacturer abroad to his agent in the United States, or for any other
reason, it shall then be lawful to appraise the same by ascertaining the cost or
value of the materials composing such merchandise, at the time and place of
manufacture, together with the expense of manufacturing, preparing, and putting
up such merchandise for shipment, and in no case shall the value of such goods,
wares, and merchandise be appraised at less than the total cost or value thus
ascertained.”

In the writing of the Tariff Act of June 10, 1890, Congress made a much more
complete study of the appraisement of imported merchandise and toock decided
steps to insure a correct ascertainment of dutiable value. It enacted provisions
requiring sworn consular invoices, more stringent requirements on entry, and
originated the Board of United States General Appraisers (now the United
States Customs Court) to judicially review the action of the appraisers and
their interpretation of the statutes covering dutiable value. While the basis
of dutiable value remained foreign value, the alternate value, cost of produc-
tion, was more adequately defined in the following manner :

“Sec. 11. That when the actual market value, as herein defined, of any article
of imported merchandise wholly or partially manufactured and subjeet to ad
valorem duty, or to duty based in whole or in part on value, can not be ascer-
tained to the satisfaction of the appraising officer, the appralser or appraisers

shall use all available means to ascertain the cost of production of such mer-
chandise at the time of exportation to the United States, and at the place of
manufacture ; such cost of production to include cost of materials and of fabri-
cation, all general expenses covering each and every outlay of whatsoever nature
incident to such production, together with the expense of preparing and putting
up such merchandise ready for shipment, and an addition of eight per cent,
upon the total cost as thus ascertained ; and in no such case shall such merchan-
dise be appraised upon original appraisal or re-appraisement at less than the
total cost of production as thus ascertained.”

In addition to this, the penalty tor failure to declare proper dutiable value on
entry was made more efiective. This act also removed from the jurisdiction
of the collector of customs all questions of value and vested the appraiser with
sole jurisdiction over these questions, giving to the collector the right to appeal

IFrom this act it would appear that Congress realizad the inadequacy o: exist-
ing law to the proper administration of ad valorem duties. Important addi-
tions were made to the law but to set them forth in this memorandum would
make it cumbarsome. Therefore, I refer to section 6 through 13 of that act
for these changes.

In the act of July 24, 1897, cost of production was revised so as to include in
this form of value a larger profit. To the costs of materials and fabrication
plus general eixpenses and packing was added “an addition of not lss than 8
from the findings of the appraiser to the Board of Gsneral Apprais-rs.
nor more than 50 per centum upon the total cost as thus ascertained” together
with the provision “and in no case shall such merchandise be appraised at less
than the total cost of production as thus ascertained.” (See sec. 32, subsection
11, act of July 24, 1897.)

In the Tariff Act of August 5, 1909, Congress retained the existing foreign
value and cost of production and in addition thereto provided what we now
recognize as United States value. It also provided that if the foreign value
eould not be ascertained, then duty should not be assessed on less than the cost
of production as set forth in the act. It provided that on imported merchandise
which is consigned for sale in the United States, or which is sold for e.portation
to the United States, and as to which there exists no foreign value, it should
not be appraised at less than the United States value. I quote from section 11
of that act:

98600—52——11




156 CUSTOMS SIMPLIFICATION ACT

“% * * The actual market value or wholesale price, as defined by law, of

any imported merchandise which is consigned for sale in the United States, or
which is sold for exportation to the United States, and which is not actually
sold or freely offered for sale in usual wholesale quantities in the open market
of the country of exportation to all purchasers, shall not in any case be appraised
at less than the wholesale price at which such or similar imported merchandise
is actually sold or freely offered for sale in usual wholesale quantities in the
United States in the open market, due allowance by deduction being made for
estimated duties thereon, cost of transportation, insurance and other necessary
expenses from the place of shipment to the place of delivery, and a commission
not exceeding six per centum, if any has been paid or contracted to be paid on
consigned goods, or a reasonable allowance for general expenses and profits (not
to exceed eight per centum) on purchased goods.”
- Between 1909 and 1913 Congress must have realized the need for more stringent
regulation of the dutiable value for ad valorem rates on imported merchandise.
With the enactment of the Tariff Act of 1913 Congress provided additional
requirements for invoicing, entering, and appraising merchandise and prescribed
penalties and additional duties for failure of compliance. Although this act
retained the basic form of values of the Tariff Act of 1909, by its administrative
provisions it guaranteed a more rigid compliance,

Present value provisions

. Even t,his’at'témpt could not have kept pace with the ingenuity of the importer,
for just 9 years later Congress, in the Tariff Act of 1922, collated, revised, and
€nlarged the provisions for the dutiable value of ad valorem merchandise, giving
us for the first time the definitions of the different forms of value to be used
and arranged them in the order of their application. These are substantially
the provisions which are now in effect and govern the appraisement of imported
merchandise even today.

That they have been evolved through experience of over a century and a half
through trial and error is manifest from the partial review I have made above.

‘Over the entire period of tariff legislation, the Federal district courts, the

Supreme Court of the United States, the Board of General Appraisers, and the
United States Customs Court of Appeals have constantly reviewed the construc-
tion placed on existing value provisions in our laws, and these decisions have
had a marked effect, if not a controlling influence, on the legislation developing
the bases and definitions we have in existing laws (sec. 402, Tariff Act of 1930).
* 1 cite as typical of the decisions of our courts on this subjeet Tuska Son &
Company v. United States (10 C. C. A. 65 (38 Treas. Dec. 234) ).
.. Of. still more importance in considering the effect of judicial interpretation on
legislation, I cite the exhaustive consideration of “dutiable value” by our United
States Court of Customs Appeals in United States v. Spingarn & Bros. (5 Ct. Cust.
Appls. 2; T. D. 34002 (25 Treas. Dec. 658) ).

There can be no doubt but that this case and others, decided about the same
time, led to the development and enactment of the value provisions, section 402
of the Tariff Act of 1922, giving us the provisions in the statute today, that sec-
tion setting the following formula :

“Sgc. 402. VALUE.—(a) For the purposes of this act, the value of imported
merchandise shall be—

“(1) The foreign value or the export value, whichever is higher;

“(2) If peither the foreign value nor the export value can be ascertained
to the satisfaction of the appraising officers, then the United States value;

“(8) If neither the foreign value, the export value, nor the United States
value can be ascertained to the satisfaction of the appraising officers, then
_the cost of production ;

“(4) If there be any similar competitive article manufactured or produced
in the United States of a class or kind upon which the President has made
public a finding as provided in subdivision (b) of section 315 of title III of
this act, then the American selling price of such article.” B

Then followed in (b), (¢), (d), (e), and (f) comprehensive definitions setting
up factual conditions that must exist as a prerequisite to the application of each
of the bases of value. For example, each of the definitions contained the phrases
“freely offered for sale,” “in the usual wholesale quantities,” and “in the ordi-
nary course of trade.” It has been constantly held by our administrative officers
and the:courts that if sales are restricted in any manner, goods are sold only at
retail ; or they are not sold in the ordinary course of trade; the presence of any
one of these qualifications precludes the use of that basis of value.
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Section 402 of the Tariff Act of 1930 substantially reenacted the provisions of
section 402 of the Tariff Act of 1922, and with a few minor changes in the
Customs Administrative Act of 1938, it is the law today. Since 1922 our Treas-
ury Department decisions and our court reports contain literally hundreds of
decisions by our customs officials and our courts construing the existing pro-
visions for value; the meaning of practically every word used in the value sec-
tions is known to importers, Government officials, customs brokers, domestic
producers, or any one willing to expend sufficient time and energy to examine
the reports.

Section 13—H. R. 5505

Are we now to cast aside the experience of 163 years and embark upon a
voyage into the unknown in the application of ad valorem rates of duty merely
because a group of United States negotiators in the General Agreement on
Tariffs and Trade (GATT) at Geneva, without any semblance of authorization
by the Congress, promised that the United States would make the change?
Contrary to testimony given by Government officials before the Ways and
Means Committee of the House of Representatives, adoption of section 13 of
H. R. 5505 would, in no sense, simplify the administration of United States
customs. On the contrary, it would complicate and confuse matters due to the
absence of any precedents and court interpretations such as are abundantly
available for administering the provisions of section 402 of the Tariff Act of
1930.

Are we now going to ratify by indirection these unauthorized commitments
upon which it is assumed direct action is not deemed possible by those who
commit us to thém?

Section 13 of H. R. 5505, now pending in the Finance Committee of the
Senate, in effect replaces section 402 of the Tariff Act of 1930, as amended, and
substitutes therefor a new formula for appraising merchandise subject to ad
valorem rates of duty: '

(1) It eliminates foreign value entirely.

(2) It provides as the basis of all ad valorem rates “the export value.”

(3) Then, “if the export value cannot be ascertained satisfactorily, then
United States value.” .

(4) The next alternative is “if neither the export value nor the United
States value can be ascertained satisfactorily, then the comparative value.”

(5) Then follows “if neither the export value, the United States value,
nor the comparative value can be ascertained satisfactorily, then the con-
structed value.”

(6) The last provision is for the American selling price of a domestic
article where section 336 has led to its application.

From my experience with the enforcement of the foreign value provision
while I was in the Department of Justice and since in my practice of customs
law, I hold no brief in our present economy for foreign value.

In our early history when imports were more or less staple articles, their
foreign values were well known or readily ascertainable. Today, a foreign
manufacturer with cheap labor can manufacture an article that is designed
chiefly for use in the United States or for export to the United States, establish
a market at a low price in his home country, that will answer the definition
and defeat the intent of the foreign value provision of section 402, In ordelz
to challenge an importer’s affidavit setting forth the facts of foreign value, it
is necessary that the United States Government send into that market a Fede,ral
representatiye to investigate and report the facts. If the foreign manufacturer
has been careful in establishing his foreign market in accordance with the defini-
tion in section 402, the Government representative can only corroborate the
facts set forth in the importer’s affidavit.

Bzport and United States value

Export value and United States value, as defined in section 13 of H. R, 5505,
on casual reading would seem to be practically the same as under existing law.
But the definitions of these values use phrases such as “such or similar mer-
chandise,” “freely sold or offered for sale,” “in the usual wholesale quantities,”
etc., which, in turn, are defined in subsection (h) of section 13. Although most
of these terms have been in the law for almost a quarter of a century, and some
for half a century, this is the first attempt to define them in legislation. Thig
has heretofore been left to the customs officials and the duly established courts
which have interpreted them as deseribing the factual conditions with no power

o
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in the appraiser to speculate or estimate. By the definition in subsection (h),
the appraiser is given discretionary power to ascertain or estimate what is, for
example, “such or similar merchandise.” This is a radical departure from the
practice T have known and the requirements of our courts in construing the
language of section 402. As I have above stated, our courts have construed the
definitions of section 402 as requiring the existence of a set of facts in the absence
of which neither the appraising officers nor the courts had any jurisdiction to
estimate or make adjustments.

Other vital chunges that have been made in the definition of United States
valle, section 13 (c¢), H. R. 5505, are the elimination of the maximum deductions
for “usual general expenses” and “profits.” In existing law, these are by statute
limited to 8 percent and 8 percent. In other words, had the importer in arriving
at his selling price in the United States incurred an overhead of 25 percent and
real'zed a profit of 50 percent, he is, by existing statute, permitted only to deduer
8 percent and 8 percent. Under the proposed statute, he is permitted to deduct
the actual percentages if they coincide with the percentages usually added.

Under section (c¢) (3), if the appraiser cannot determine United States value
due to a lack of the conditions mentioned therein, he can ascertain or estimate
such values. His authority for ascertaining or estimating such value is found
in the following language: “The United States value shall be ascertained or
estimated, subject to the foregoing specifications of this subsection * * #'

Comparative vulue

This brings us to comparative value as defined in section 13 (d) of the proposed
act. It is a short definition and I quote it: . .

“(d) CoMPARATIVE VALUE.—The comparative value of imported merchandise
shall be the equivalent of the export value as nearly as such equivalent may be
ascertained or estimated on the basis of the export or United States value of
other merchandise from the same country which is comparable in construction
and use with the merchandise undergoing appraisement, with aprropriate ad-
justments for differences in size, material, construction, texture, or other
differences.” .

Pased upon my experience, I can predict that an appreciable pe}'centage qf a_ll
imported merchandige with duties based upon ad valorem rates will come within
this definition. For example, if an importer arrangas with his foreign producer
to sell only to him for export to the United States, it will remove e:.port value.
If the importer in turn does not sell in the United States but consumes the mer-
chandise in further manufacture, or sells only through his own licensed dis-
tributors at retail, there would be no United States value. In this case, com-
parative value would be the basis of the appraiscment. L . .

In the above example, let us assume that the merchand:ge is a high quality
woolen tapestry that would find a market only in the United States. There
being no tapestry of that quality or design shipped from the country of exporta-
tion, it would be necessary for the appraiser to select a low-grade tapestry or
some other fabric made of wool upon which to base his estimate of what the
export or United States value would be making “adiustments for differences
in size, material, construction, texture, or other differenqes.”

There is provided no limitation in making these adjustments and no.yard-
stick to guide the appraiser in making them. In the hands (_)f an hon=2st, indus-
trious appraiser, this statute might be made to work, but in the hands of an
arbitrary, indolent individual, it could be grossly abused. .

Since the adjustments to be made are figments of the mind that makes them,
they involve the exercise of a discretion and, in the hands of the unscrupulous
individual, could be an open invitation to fraud. . . . .

Can you imacgine what could happen under this provision if an importer
brouzht in a shipment of hand-blown glass perfume boftles of a copyri~hted
design for his own use in dispensing perfume in the United States (Cotv'or
Chanel), and the only other bottles coming from the same country of gxnortatmn
being machine-blown, mass-produced toilet-water bOI.:tles of approximately thg
same size and simulating but not infringing the copynght of th.e perfume hottle?
The importer of the perfume bottle mav have paid $1 fer his bottle. and the
toilet-water bottle may have heen bought for 5§ cents. H-ywever, they are of
the same material, construction (hoth heing l_)lown), texture ( glass' has bhut one
texture), so that the difference in the price paid must be “or other differences.”

Many similar illustrations could be given. .The mere st_at@men.t .of these facts
should reveal the possibility of iniquitous action under this dafinition.
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Once the_} appraiser had exercised his prerogative to appraise an item under
"fzomparqtlve _value” making “appropriate adjustments” he would hiive exer-
cised a discretionary power, vested in him by Congress, as a Government official.

Discretionary power not reviewable

It is well-settled law that our courts will not review a decision of a Govern-
ment official or agency which has been arrived at through the exercise of dis-
cretionary power vested in that official or agency by Congress.

In Barr v. United States (324 U. 8. 83, 89 L. ed. 565, T, D. 51197), the Supreme
Court of the United States in reviewing the discretionary power conferred upon
the Federal Reserve Bank of New York by section 522 (c¢) of the Tariff Act ot
1930, stated:

“# ¥ * The exercise of the bank’s discretionary power under section
522 (c) is in the category of administrative or executive action which this Court
beld nonreviewable in Cramer v. Arthur, 102 U. 8. 612, 26 L. ed. 259, supra, and
in Hadden v. Merritt, 115 U. 8. 25, 27, 28, 29 L. ed. 333, 334, 5 8. Ct. 1169. And
See United States v. Bush & Co., 310 U, 8. 371, 38), 84 L. ed. 1259, 1262, 60 S. Ct.

44

Finding comparative value by selecting a comparable material imported from
the same country and estimating the value of the imported merchandise by mak-
ing allowances for various differences is not unlike the power vested in the
Fedetal Reserve bank under section 522 to select from the vast number of cable
transfers of currency of a foreign country, a particular rate which it certifies
at noon each day.

There has been no material change made by the proposed act in the right of
an importer to appeal from the decision of the appraiser (sec. 501, Tariff Act
of 1930) to the United States Customs Court for a reappraisement. However,
under the decisions above cited, it would be an empty gesture to file an appeal
only to find when your case was called by the judge of the United States Customs
Court, he had no power to review the discretionary act of the appraiser in
finding dutiable value under section 13 of the proposed bill.

It has been said that the appraiser has always had discretionary power to
“ascertain and estimate” the value of imported merchandise. That language
appears in section 500 of the Tariff Act of 1930, setting forth the duties of
appraising officers, as it has in many prior tariff acts.

As I have shown by this survey of early statutes, the appraiser actually
estimated the “actual cost” or the “actual value” of imported merchandise but
since the enactment of the Tariff Act of 1922 which gave us factual bases for
value, I know of but one case in which the court permitted the appraiser to
find dutiable valug by this means. That was the case of sewing machine heads
imported from the Singer Manufacturing Co., Ltd., of Scotland, by the Singer
Manufacturing Co. of New Jersey (Reap. Cir. No. 35122). Judge Fischer in
deciding this case on October 9, 1924, after finding that there was no foreign
market value, no export value, no United States value, and no cost of produc-
tion, affirmed the appraiser’s finding, which was based upon a retail selling
price in the United States with deductions and allowances which brought his
figure to what he considered a constructed wholesale value had one existed.

After reviewing all the facts in the case, Judge Fischer affirmed the appraiser’s
finding and stated :

“In the circumstances I hold that in proceeding as he did in the present case
the appraiser merely performed his obvious duty and fulfilled the statutory
obligation imposed on him by section 500 of the tariff act to appraise the mer-
chandise in the unit of quantity in which merchandise .is usually bought and
sold by ascertaining or estimating the value thereof by all reasonable ways
and means in his power any statement of cost or cost of production in any
invoice, affidavit, declaration, or other document to the contrary notwith-
standing.”

From the foregoing it will be seen that “comparative value” is a new and novel
basis for the determination of a value on which ad valorem rates are to be
predicated. It is a fact that it discards 163 years of experience through trial
and error, or, may I say, evolution, in favor of a new theory expressed in new
language which will require decades of litigation before both its scope and
meaning can be determined to the extent that appraising officers will be able
to administer it. If this is ‘“simplification,” I am utterly unable to understand
the meaning of the word ; it hag.-more the appearance of being “confusion.”
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Constructed value

Constructed value, as defined in section 13 (e) is a revamp of section 402 (f)
of the Tariff Act of 1930, “cost of production.”

It, too, has suffered in the revamping. The major change in this form of
value over existing law is in section (e) (2) wherein sections (f) (2) and (4)
of the Tariff Act of 1930 are combined in the proposed bill to form the section
referred to.

From my review of previous statutes, it will be seen that this form of value
has had a long legislative history. In the Tariff Act of July 24, 1897, section 11,
the previous cost of production statutes were amended so as to provide “and an
addition of not less than 8 nor more than 50 per centum upon the total cost as thus
ascertained.” From this act evolved the provisions in existing law of an addition
of not less than 10 per centum for general expenses and not less than 8 per centum
in addition thereto for profit. '

I guote section 13 (e) (2), H. R. 5505:

“(2) an addition for general expenses and profit equal to that which producers
in the country of production whose products are exported to the United States
usually add in sales, in the usual wholesale guantities and in the ordinary course
of trade, of merchandise of the same general class or kind as the merchandise
undergoing appraisement.” "

A reading of this provision shows that the proposed law eliminates any mini-
mum additions for general expenses and profit. It also changes the venue of the
additions for general expenses and profit from that which was realized by the
producers' in thé country of origin to “producér$ in the country of production
whose products are exported to the United States.”'

In a world economy such as has existed since World War II, the United States
dollar has vitally affected the'e¢énomy of all ndtions. * The wild scramble of all
industrial countries of the world for dollars has led to the manufacture and offer
of competitive merchandise to the Unite@ States at prices which bear little
relation to the cost of production as defined in section 402 of the Tariff Act of
1930. The'impelling motive of foreign producers has been to ship merchandise to
the United States to obtain dollars in order that they may buy raw materials in
the markets of the world with which t6 manufacture merchandise for sale in a
more profitable export market thah the United States.'

In this eddnoqu it could readily be that we might find sales made for export to
the United States in which there is added little or nothing for general expenses
and profit. In sales of this character under the proposed definition of constructed
value, there would be no addition for general expensés and profit.

There are other changes in this section, less radical in effect, but which would
require judicial interpretation before the section could be administered with
clarity by government officials.

It is a well-settled principle of law that the eourts will not impute to Congress
an idle act, that each change in the wording of a statute must be given meaning
when used in'a new act. o .

In United States v. Post Fish Uo., 13 Ct. Cust. Appls. 155, at page 158, the court
said: o

“This change of language must be given effect, if possible. To hold it meaning-
less is to ascribe to Congress the doing of an idle and useless thing, and this we
may not do. We have, on many occasions, reiterated the statement that it is the
primary duty of courts to attempt to give effect, in their judicial acts, to the
expressed and mahifest intent of the legislative body. Courts and judges of our
country may not too often remind themselves that they are not to make laws,
but to construe them; that the question of what shall be contained within the
statute is not a matter of their concern, but rather what the statutory meaning
is and the scope, extent, and degreé of its influence and control. We may not
add to nor detract from the language used by the legislative body, when that
might seém to'be, for the particular matter being adjudicated, the more prudent,
Just, or wise course. The safety of our governmental institutions requires each of
its great agencies, the legislative, executive, and judicial, to confine itself strictly
to its own constitutional functions.” v

While many of the changes in section 13 of H. R. 5505 may seem inconsequen-
tial, 4pplying the above doctrine to'each and every change could readily resolve
this statuté-to one of “confusion” rather than “simplification.” ) '

Mr. LercH. Mr._Chair_-niar;, in this day of congressional investiga-
tions, grand jury investigations, and departmental investigations of
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corruption and malfeasance in office—and in this day of wholesale
resignations of Government officials whose offices are slated for in-
vestigation—

Senator Kerr. Now then, I wonder if at this point you would agree
to insert in the record the details of the facts which are generally re-
ferred to in that phrase, upon this phrase is based ?

Mr. LercH. Just what phrase do you have reference to?

Senator Kerr. Wholesale resignations of Government officials whose
offices are slated for investigation.

Mr. LercHE. Well, the papers have been full——

Senator Kerr. I say, I just wondered if you would insert in the
record at this point a detail of the facts upon which you based that
general conclusion.

Mr. LercH. Of course, it is based upon what I read in the press.

Senator KErr. I say, I wonder if you would insert into the record
at this point or as a part of your remarks a detail of the information
upon which that general statement is based.

Mr. LercH. Subsequent to my testimony, if you would like me to
augment it, I would be glad to do so.

Senator Kerr. I would just like for you to insert in the record the
detail of the Government officials whose offices are slated for investiga-
tion. I mean, that is quite a statement, very broad, and in order that
the committee may have the information, would you insert in the
record the detail upon which it is based ?

Mr. LercH. So farasIam able, I will.

Senator MarTiN. Mr. Chairman, I don’t have any objection to its
going in, but when we had the debates over in the Senate on the
reorganization plan of the collectors of internal revenue, it was brought
out that 147—there had been 147 resignations and convictions; 7 of
them were appointments not under civil service, and over 140 of them
under civil service. . That. was all brought out——

Senator Kerr. I understand that under the 1 year of Mr. Mellon
there were some 1,200, and I think that is interesting, and if 147 are
what the witness has in mind out of the two and a half million, as
constituting a wholesale situation, I think the committee should be
entitled to have that.

Senator Martin. What I make reference to is the 147 was brought
out in the debates; thdt was in this one department, in the collection
of revenue. It does not have anything to do with the 2,500,000——

. Senator Krrr. I do not know whether it has anything {o do with
what the witness said. )

Senator MARTIN. As a matter of fact, you have got to get back over
to the floor at 12 o’clock. I would very much rather have a discussion
of the bill before us than this part of it. o . '
. Senator Kerr. I did not ask the witness to put this statement, this
phraseology, into the record. I only asked him to document it.

Senator MarTiN. Well, the witness has a right to——"

Senator Krrr, He has a right to decline if he wants to. I did not
demand it; I just requested it. He has a perfect'right to decline if he
so desires. ‘ '

. Mr. LercH, May I go on, Mr. Chairman ? . . '
. Senator Kerr. Yes, indeed. I will tell you this before, if there is
afy reference to any such statement as'that, I am going to request you

5

to documentit. ° IV
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Mr. Lerca. Very good. I am going to—the point of making that
statement is that it strikes me that in an atmosphere of this sort that
it is the duty of Congress to examine with great care any proposed
statute which vests in .a Government official or agency arbitrary or
discretionary power.

It ismy opinion, and the opinion of those that I represent, that H. R.
5505 is a further delegation of legislative power to the executive
branch of the Government; in some instances, vests in Government
officials arbitrary, and, in other instances, powers of wide discretion.

While this bill is labeled the ‘Customs Simplification Act,” some
of its provisions greatly transgress the realm of “simplification.”

The negotiators of our trade agreements have written into those
agreements many changes in which customs rates and procedure have
been modified. In the General Agreement on Tariffs and Trade
(GATT), additional commitments were made, and in the opinion of
some of us who have watched this procedure since its inception in 1934,
H. R. 5505 is the embodiment of those changes in our customs laws
which our negotiators did not have sufficient fortitude to write into an
agreement, but the onus of which by this bill, they attempt to place on
the Congress.

Now, at this point I would like to say that I am in thorough accord
with all of the points which Mr. Colburn made, and I will not go into
detail and discuss those things which he touched on, for I am in
thorough accord with them.

I would like to touch on section 6 of this bill, which has to do with
the $10 free entry of merchandise. It is section 11—I am sorry. It
raises the $1 exemption in existing law to $10 on merchandise received
from a foreign country by mail.

The effect of this provision is to permit packages received from a
foreign country valued at not more than $10—and there seems to be
no limit to the number—to be entered free of duty. The only inhibi-
tion is that a large order may not be split into packages of less than
$10 in order to avoid the payment of duty.

This means that anyone can order from a mail-order house, or
other place of business, in Canada or other foreign country any num-
ber of commodities, provided each shipment does not exceed $10 and
receive them free of duty. Already, 1 am told, Canadian mail-order
houses have circulated populated areas of the United States with cata-
logs. Their success is not too great since postal authorities must
collect the regular duty assessable on such commodities. However,
if this provision is enacted into law with the reduced labor cost of
foreign countries, it can be anticipated that great inroads will be made
in certain industries. Typical of this would be the toy industry, the
rubber-soled footwear industry, rubber goods of various kinds, the
earthenware industry, and many others.

I cut from the New York Times Magazine of March 16, 1952, an
advertisement of a London house offering the Royal Princess doll to-
customers in the United States for $7 postpaid, plus duty. I hand
this clipping to the reporter for the committee’s information. You
will see that this is a near-unbreakable doll, 22 inches tall, with “nat-
ural” hair lashes and hand-curled wig, washable, combable, and perm-
able. Tt is also bedecked with crinoline, lace-trimmed knickers, and
button-on shoes. The nearest comparable domestic doll to that offered
without some of these attractive qualities has to be made to sell at
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$16. Would it be too much to anticipate the amount of business that
this firm could do if section 11 of this bill is passed ?

(The advertisement referred to has been placed in the files of the
committee.)

Senator MArTIN. Mr. Chairman, may I ask a question?

Senator Kerr. Indeed.

Senator MARTIN. Do you have the wage scale for the making of
dolls in Great Britain and also in the United States?

Mr. LercH. I do not have that accurately, but I am told that a
skilled laborer there gets about—the ratio is about 1 to 4; in other
words, 4 hours for 1 here.

I am told by the rubber-soled footwear division of the rubber
industry that over 90 percent of the items they make sell for not over
$10. It is well known that there is strong competition from abroad
with this industry. Even the assessment of duty under the American
selling price provision of our law under existing economic conditions
does not prevent ruinous competition.

Senator MarTiN. Do you happen to have any information as to
how much that has affected American industry so far?

Mr. LercH. Yes. The imports are mounting very appreciably
month by month, and they are principally coming from Japan where,
of course, the ratio of labor is practically—it is infinitesimal—you
might say 1 to 25.

enator MARTIN. The reason I am asking those questions, the thing
that has disturbed a lot of us is that the importation of glass and china
and lace, and so many of those things, they are what we call our small
irlldustries, and that is the thing that worries me more than anything
else.

Our big industries like steel and automobiles and electrical appli-
ances, it does not mean as much as it does to these small industries, be-
cause in many instances in some little towns, that is about all they
have to depend upon for employment, and that is what has worried
me, and I thought maybe yon might have

Mr. Lercn. That is particularly true, Senator, with respect to this
toy industry and with respect to this canvas-soled shoe, although the
rubber industry is a large industry. The branches of those factories
are in small towns.

Senator MarTiN. It is, of course—the combination of it is a very
large industry, but there is a lot of it that is in the small industries.

You know this as well as I do, you take up in Pennsylvania we have
17,000 small industries, and that is really the backbone of our economy,
and when those importations destroy certain ones of those, that affects
the economy quite considerably, and that is the thing that has been
worrying me quite a little.

I am for the freedom of trade all over the world in order to aid in
peace, that is fine; but, on the other hand, we have got to keep our
own economy strong; we have got to keep our people employed, and
that is why I hoped you might have some later statistics on it.

Mr. Lercu. Well, I can supplement my testimony with the statis-
tics of various lines.

Senator Martin. Mr. Chairman, I am asking for some information
as to what effect it had already had on some of our small industries.

Mr. Lercu. I can furnish that.

Senator MarTIiN. All right.

(The information referred to is as follows:)




Escape Clause Applications
FAVORABLY ACTED UPON BY U. 8. TARIFF COMMISSION

Date

filed

Name of applicant

Item

Action

June 22,1950 . _________.

it

Jan. 24, 1950 . ___._____.

The Hatters’ Fur Cutters Association of the U. 8. A,,
New York, N. Y.

The Hat Institute, Inc., New York, N. Y.; United
Hatters, Cap, and Millinery Workers International
Union, New York, N. Y.

Hatters’ fur_________________

Women'’s fur felt hats and
hat bodies.

Investigation instituted Jan. 5, 1951 and public hearing held Feb.
6, 1951. Commission report to the President, Nov. 9, 1951,
recommended withdrawal of United States concessions under
GATT. Higher rates proclaimed in effect Feb. 9, 1952.

Investigation ordered Apr. 7, 1950 and hearings held May 9, 1950.
Commission report to the President, Sept. 25, 1950, recommended
withdrawal of United States concessions under GATT. Higher
rates proclaimed in effect Deec. 1, 1950.

DISMISSED BY SPLIT

VOTE OF U. 8. TARIFF COMMISSION

Aug. 15, 1951

Mar. 16, 1950

June 14,1949___________.

Mar, 28, 1949

Feb. 15,1940 . ____._....
Feb, 11,1049 ...

Nov. 10, 1948

Unijted States Wood Screw Service Bureau, New
York, N, Y,

Western States Meat Packers Association, Inc., San
Francisco, Calif., and Washington, D, C.

Sponge Industry Welfare Committee; Chamber of
Commerce; Board of City Commissioners; Greek
Community, Tarpon Springs, Fla.

United States Hop Growers Association, San Fran-
ciseo, Calif, e .
Independent Petroleum Association of America,

Washington, D, C, i
American Basque Berets, Inc., New York, N, Y_____.

The Demeritt Co., Waterbury, Vt.; Diamond Match
0., B. F. D, Division, New York, N. Y_; Forster
Manufacturing Co,, Farmington, Maine; Munising
Wood Products Co., Chicago, Ill.; National Clothes
Pin Co., Inc., Montpelier, Vt.; Penley Bros., West
Parig, Maine; Wallace Corp., St. Louis, Mo.

Wood screws of iron and
steel.

Chilled beeforveal ._...._..
Sponges_. ... ...

Crude petroleum products. _
Knitted berets..............
Spring clothes pins._.____.___

Investigation instituted Aug, 22, 1952, Commission report to the
Piesident, Dec, 29, 1951, made po recommendations, Commis-
sioners Brossard and Gregg dissenting,

Application dismissed June 30, 1950, by a 3 to 3 vote of the Com-
mission,

Application dismissed July 22, 1949. by a 3 to 3 vote cf the Com-
mission.

Applicaticn dismissed May 11, 1949, Commissioners Brossard and
Gregg dissenting.

Application dismissed May 3, 1949, Commissioners Brossard and
QGregg dissenting,

Application dismissed July 8, 1949, by a 3 to 3 vote of the Com-
mission,

Investigation instituted Apr. 28, 1949 and hearing held June 1, 1940,
Commission report to the President, Dec. 20, 1949, made no
recommendation. Commissioner Gregg dissented.
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Applications under Sec. 836 dismissed by a split vote of the U. 8. Tariff Commission

Date filed

Name of applicant

Item

Action

June 18, 1951. ... ___.
Mar. 15,1949 __.___..__.
July 8,1948. ... ...

Vitrified China Association, Inc., Washington, D. C__
Olive Advisory Board, San Francisco, Calif__....._...

C%if(l)}'uia Almond Growers Exchange, Sacramento,
alif,

Tablewarc and kitchenware
utensils.
Olive oil. oo e

Shelled almonds_.....--—----

Application dismissed Oct, 23, 1951, Commissioners Broqsard. and
Gregg dissenting.

Application dismissed May 4, 1949, Commissioner Brossard dis-
senting.

Inyestigation ordered Nov. 1, 1948 and hearing held Dec, 3, 1948,
Commission report to the Presndent Nov.10,1949, made no recom-
mendation. Commissioners Brossard and Gregg dissented.

Escape clause applications before U. 8. Tariff

Commission

Date filed

Name of applicant

Item

Action

Apr. 10,1952 ________..
Apr.8,1952___________._

Apr.1,1952 ... _____
M.ar. 17, 1952
Feb. 11, 1052___._._
Dec. 29,1951 ...
Nov..28, 1951
Oét. 26, 1951______

Oct. 11,1951 _._.__.___.

Oct. 8, 1951___
Sept. 10, 1951_ ..
Aug. 22,1951_____
Time 11, 1051 _.......
May 21,1951 ____..____.
Feb. 13, 1951 _._____.__.

Southwark Manufacturing Co., Camden, N. J_._..___

Nz(a}t.i‘(:ma%nP. M. U. Producers Association, Farmer
1y, .

Ut]x{ite% States Wood Screw Service Bureau, New
ork, N,

California Flg Institute . ..

Vitrified China Association, Inc.,
Brotherhood of Operative Potters.
American Smoking Pipe Manufacturers Association..

and National
California Fish Canners Association ___.___.__....____
Maraschino Cherry and Glace Fruit Association_.___.

Bicyle Manufacturers Association of America, and the
Cycle Parts and Accessories Manufacturmg Associa-

Robert 8. Stapleton, Gilroy, Calif___.___________..___.
Massachusetts Fisheries Association, Inec., and others. .
Clothespin Manufacturers of America, Washington,

National Cheese Institute, Inc., Chicago, Il ____._ ..
Harley-Davidson Motor Co., Milwaukee, Wis__...__.

Elgin National Watch Co., Elgin, Ill;
Watch Co., Lancaster, Pa.

Hamilton

Chalk. ... o
Estrogenic substances_...---

Wood screws of iron and
steel.

Dried g8 - o

China tableware, kitchen-
ware and utensils.

Pipes and bowls of wood or
root.

Tuna and bonito.___.__..__

Candied cherries._......._.

Bicyles and parts......_.._

Garlic... ...
Groundfish fillets. . ..._....
Spring clothespins......._...

Blue-mold cheese
Motorcycles and parts..._ ..

‘Watches and watch move-
ments.

Invejgtigation instituted Apr. 16, 1952,
0.

Do.
Inl\gessztigation instituted Mar. 19, 1952, public hearings held Apr.22,
Investigation instituted Feb. 15, 1952; pubhc hearing ordered for
June 23, 1952.
Investlgatmn instituted J an 10,-1952; public hearings held Mar. 24,
1952,
Imsestlgatlon ingtituted Dec. 28, 1951 public hearing held Jan. 29,
52,
Investxgatlon instituted Oct. 31, 1951; public hearing held Mar 10,
Investxgatlon instituted Oct. 15, 1952; public hearings held Apr. 3,
Investigation mstltuted Oct. 15, 1951; public hearings held Feb, 13,
1952, and Feb. 26,
Investxgatlon mstltuted Sept 17, 1951; public hearing Nov. 22-29,
1951
Investlgatlon instituted Sept. 10, 1951; publlc hearing held Nov, 13,
Investngatlon instituted June 29, 1951; public hearing held Apr 14,
Investlgatlon instituted June 29, 1951; public hearing held Sept. 18-

27, 1951.
Investlgatlon ordered and hearing held May 15-24, 1951,
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Mr. Lercu. Of course, this provision which simply raises the free
entry fram $1 to $10 seems quite practical when you do not look at it
too closely. ' , - ’

The Government—Mr. Johnson, I think it was, of the Treasury
Department, in answer to a question of Congressman Reed about this
provision, said the only reason why he wanted it in here was that
the cost of administering it was far greater than the amount of
revenue. Well, that seems a rather inane reason to me, b2cause revenue
ir(am customs has long since ceased to be. any material part of the

udget.

Senator Kerr. Is it not the fact that the cost of enforcing laws
against petty larceny often exceeds the amount of the stolen article?

Mr. LercH. And I think this is in the same category.

Senator Kerr. But it would hardly be an argument to favor repeal
of the laws against petty larceny, would it ?

Mr. LercH. No.

Senator Kerr. You may*proceed.

Mr. LercH. But this is a promotion of petty larceny, might I say,
if you adopt this section raising it to $10. It is an invitation to
larceny, as I say here.

For instance, if you might bring in place settings of china or earth-
enware, that lets—say it would result in a hundred or a hundred and
ten-piece dinner setting, you could bring them in—a place setting
of rather good china or earthenware could be bought for less than
$10. All you would have to do would be to bring 12 of them in.

Senator Kerr. One at a time.

‘Mr. LercH. One at a time; and you would have no duty.

Senator Kerr. I must say that I share your feeling of concern with
reference to the wisdom of such a provision. I doubt the ability,
however, of anybody to successfully demonstrate that it would con-
stitute petty larceny. I would think that there are more effective
arguments against it than that, and which could be more easily sub-
stantiated. However, it is your privilege to make it on any basis
that you like,

Mr. Lercr. Of course, I would not term larceny a thing which
could be done under the law. Therefore, T suggest that you do not
increase the ante of from $1 to $10.

Also, section 6 of this bill raises the tourist exemption to $500.

Now, I amn told that under that exemption you could bring from
Canada four bone china dinner services. They sell there for $125,
about that, and there is no inhibition to a tourist’s bringing in four
of those sets, one of which would cost $500 in this country.

Mr. Chairman, I have printed here a brief, you might call it, a
memorandum in which I have review the legislative history of our
present provisions on value, section 402 of the present act. Those
provisions have been brought down over a perivd of 160 years through
{rial and error and judicial interpretation, even by the Supreme Court
of the United States, and to those of us who have dealt so closely with
them, they represent just about as perfect a system of valuation as
one can devise. Those are all repealed by section 13.

Not only are they repealed, but we have, as Mr. Colburn and other
witnesses have said, a very lose and arbitrary system of appraisal
whereby an appraiser appraising on comparable merchandise can pull
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out of thin air the adjustments that he makes, and certainly he could
not have

Senator Kerr. He does not even have to reach into thin air, does
he, Mr. Lerch ?

Mr. Lercu. Not if he has a fertile brain.

Senator Kerr. All right.

Mr. LercH. But that is exactly what I meant when in my opening
statement I said to turn over to a Government official, no matter how
honest he may be, that much arbitrary or discretionary power seems
to me to be very dangerous and a very flimsy basis on which to base
the value of our customs duties.

There is also this connected with that change over to a discretionary
finding : It has been held for over a hundred years by our Supreme
Court of the United States that a court will not review a discretionary
power placed in the hands of a Government agency or official by
Congress.

Therefore, even though ou leave in this present bill section 501
providing for an appeal to reappraisement, there is very grave doubt
as to whether an appeal lies from an action under section 13 of this
proposed bill for, in my judgment, and as I said in my opening state-
ment, I have been connected very closely with this litigation, 80 per-
cent of the appraisements would be made on comparable value as
defined in section 13 of this bill because even though section 13 at-
tempts to redefine the phrases that now appear in the statute, such as
“freely offered for sale,” “the usual wholesale quantities.” ordinary
course of trade,” even with those definitions, there is a certain discre-
tion, and when once exercised the court could not review it.

True, under section 501 you could put on a form an appeal to Teap-
praisement, the importer’s name and the proper number of the invoice
or entry, and a description of the merchandise, but the minute you
got into court to question the action of the appraiser, and the Govern-
ment objected under the Barr decision of the Supreme Court of the
United States, you would be estopped from going further. You could
not review his action, so. that it would be, as I intimate, an arbitrary
action. ’

One of the things I would like to comment a little further on. that
is Mr. Coburn’s testimony as the conversation of the currency.

Mr. Chairman, you said it was a rather unreal set-up as proposed by
section 20. ‘

Senator Kerr. I asked if it were not.

Mr. Lerca. Well, I would like to testify that it is.

Senator Kerr. Very well.

Mr. LercH. In other words, what the anomalous situation in which
you find yourself as an importer is that you pay by draft the shipper
by draft under on conversion of currency, and then when you come to
pay duty you pay your duty on an entirely different basis.

Senator Kerr. Or you might.

Mr. LErcH. You might; at least, as I read section——

Senator Kerr. Under the law it could be administered to bring
about that result.

Mr. LercH. Yes, that is the point I am making.

Senator Kmrr. Does not make such a result mandatory, as I under-
stand it. It permits such a ;'qsult;. ;
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Mr. Lercu. Well, in the absence of the provision, the alterna-
tive provision, there for going back to the Federal Reserve bank
quotations, it would be a different basis.

Senator Kerr. Their valuation might be the same.

Mr. Lercu. Well, it could be, of course.

Senator Kerr. Yes.

Mr. Lercu. Well, may I ask that this brief be printed as part of
my remarks? :

(See brief on p. 153.)

Senator Kerr. Yes, sir.

Mr. Lercu. And I think that is all T have to say.

Senator Kerr. All right, Mr. Lerch, we thank you.

Are there any further questions?

Mr, Lerca. Thank you, sir.

Senator Kerr. Mr. Dailey ?

STATEMENT OF H. WARNER DAILEY, SECRETARY, PIN CLIP AND
FASTENER ASSOCIATION

Mr. Darey. Mr. Chairman, I wanted to state that I am the secre-
tary of the Pin Clip and Fastener Association, and I expected that Mr.
John Breckinridge would be here this morning. He is our tariff attor-
ney, but he has been held up in a hearing before the Tariff Commission
so I want to testify very briefly on this bill.

Senator KErr. Would you like permission to insert his statement in
this record?

Mr. Darcey. 1 would like to state that we have no written state-
ment. This is just oral, and it is very brief on certain aspects of the
legislation.

Senator Kzrr. Yes.

Mr. Darcey. First, I would like to outlifie why we are interested in
this bill. Our industry is a2 small industry. 'We are manufacturers
of safety pins, straight pins, paper fasteners, and paper clips. During
the postwar period the imports of safety pins and straight pins have
been mounting to alarming proportions, and we are naturally inter-
ested in protecting whatever a reduced tariff rate is in effect, so that
it cannot be so loosely interpreted by H. R. 5505. In other words, there
are so many loopholes that we see in this bill that it doesn’t matter
very much what a particular tariff rate is if one can get around it by
multiple exchange rate manipulation, valuation, and some of the other
sections that are in the bill.

Senator KEerr. In other words, your concern is that the effect of
this bill would be to pratically” eliniinate any import duties on ar-
ticles to which you refer? '

Mr. Damey. That is it, exactly.

Senator Kerr. All right. :

Mr. DarLey. In other words, you can have a fairly good protective
tariff or tariff rate, and through the Customs Simplification Act you
could lose its effectiveness entirely.

We have no objections to the simplification procedure of this bill.
We think that probably simplification of certain customs procedure
is good, but we do object strenuously to sections 2, 13, and 20. :

enator Kerr. Two, thirteen, and twenty.? ° :
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Mr. Daniey. Two, thirteen and twenty, which have already been
objected to by other people testif;ying today.

We feel that these sections don’t represent a simplication as much
as they represent a policy change, that is, to lower present rates, and
if you cannot lower them, then, accomplish it through these sections
of the bill.

Just briefly on section 2, we object to the Dumping Act procedure
in which there is the injury requirement. Our past experience has
been that we had a case in one of our industries where there was
dumping, unquestionably. The prices at which the foreign goods
were being brought into this country were considerably below the
foreign market value, but we also had to prove that there was actual
injury to the industry, and we never could get anywhere.

Senator Kerr. In other words, you are aware of its reality but
unable to make such proof of it as to secure relief from it?

Mr. Datcey. That is true; and we would have to submit a lot of
confidential data, and it would probably extend over several months,
and I think that proving of injury to the industry is like saying, well,
the horse has been stolen—I mean, by the time you prove it.

Senator Kerr. In other words, having to prove that the-patient was
ill of a malady which if not checked would be fatal befaore you could
get medical relief.

Mr. Dawey. Exactly.

ﬁ.Senator Kerr. And during which time it would have had it full
effect.

Mr. Damey. That is right.

In connection with section 13, the valuation, from our experience,
the export value is of a lower value than the foreign value appears to
be in practice, and if the valuation is based upon the export value it
means that you just have that much lower base on which your ad
valorem tariffs will operate. I believe Mr. John Breckinridge has
filed an almond brief with this committee, and as a case in point I
know that in the almond case, almonds were offered for 37 cents a
pound whereon the. foreign value were 97 cents, so you can see how
you can get around tariff protection from this angle.

Senator Kerr. What you are saying is that this is not a simplifica-
tion bill—

Mr. Daey. Yes, sir.

Senator Kerr. But a bill that emasculates import duties.

Mr. Darey. Absolutely. It is just a smoke screen for a different
policy on our foreign trade. '

The Comparative-value basis was discussed and, of course, we are
heartily in accord with previous testimony against it. I believe it
leaves far too much power to the customs appraiser who is going to
follow through on that.

The conversion of currency in section 20, a great deal has already
been said on that, and I will not add very much more except to say that
through multiple exchange rates I think you can accomplish anything
you want to if you are a foreign country wanting to exploit our do-
mestic markets. ’

For example, I was informed that the present official rate of one of
the countries exporting almonds to us, Spain, was 10.95 pesetas per
dollar, but so far as the almond'exports went, the rate for that, if we
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had a multiple rate, could be 21 pesetas per dollar. In other words,
you see, you can cheapen your currency for whatever goods you want
to ship to this country.

I have not gone into the technical details of this bill because I am
not a lawyer, but I am expressing how the industry I represent feels
about this bill.

Senator Kerr. You are telling us what you believe to be the prac-
tical results of it if it were enacted.

Mr. Damey. That is right.

Senator Kerr. All right, Mr. Dailey, we thank you for your ap-
pearance and thank you for what you have said.

Mr. Darcey. Thank you, sir.

Senator Kerr. Mr. Martin? All right, Mr. Martin.

STATEMENT OF ROBERT F. MARTIN, EXECUTIVE SE€RETARY,
VITRIFIED CHINA ASSOCIATION

Mr. MarTIN. Mr. Chairman, X am Robert F. Martin, executive secre-
tary of the Vitrified China Association, 517 Wyatt Building, Wash-
ington, D. C.

Yesterday, a representative of the Staffordshire Potters of England
appeared before you to demand that foreign value be included in sec-
tion 13 of H. R. 5505 or that “the bill should be defeated and the exist-
ing law left in its present form.”

Such a drastic demand from foreign sources as to how we shall
administer our tariff is rather unusual and calls for careful examina-
tion. :

1. Difficulties of determining foreign value under conditions such
as exist in the case of English china at present were one of the rea-
sons for eliminating this value from the provisions in this bill in
the attempt to simplify administration.

In support of the present foreign value the Staffordshire Potters
claim that it is “feasible * * simple, and direct, namely the
price at which these products are offered for home consumption in
the United Kingdom.”

Here are the actual conditions under which it is claimed that this
method is feasible. For some years now the British Government has
prohibited the sale of decorated china in the United Kingdom. Over
99 percent of United States imports of Staffordshire china are deco-
rated. Just how the foreign-value price can be feasibly, simply, and
directly determined by obtaining the price at which it 1s offered for
home consumption in the United Kingdom, when such sale is pro-
hibited by law, is indeed a mystery.

2. It being in practice impossible to determine the foreign value
reasonably in this case, the door is left open for just the sort of jug-
gling that section 13 of this bill is trying to eliminate. Some of the
exclusive United States importers are branches of the Staffordshire
firms. With no sales of the exported patterns made in the United
Kingdom on which it check, it is possible for them to ship to the
United States branches at a very low value, in consequence pay a very
low ad valorem duty, and take the mark-up and profit in the United
States. The elimination of foreign value would, at least in part, close
this door and simplify administration.
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3. The recent erection of drastic trade barriers by Australia has
caused a situated described by the London Economist of April 19,
1952, as follows:

The size of the import cuts and the speed with which they have been imposed
mean that British manufacturers are left with appreciable stocks of specially
designed pottery that cannot be diverted to other export markets, in spite of
the Government exhortations to do so. It seems, therefore, as if the home
market may at last obtuin a release of decorated pottery in the form of these
frustrated exports; even so, some members of the industry are doubtful of its
ability to absorb more than a limited quantity.

My reason for mentioning this is so that you will know that any
relaxation in the ban on sale of decorated china in England in the
near future is for a special limited purpose and would not include the
china covered in the discussion under item 1 above.

I would like to add in this connection, I call your attention to the
confirmation in general of the situation I have described specifically
in the case of decorated china from the United Kingdom by a previ-
ous witness with wide experience as a customs attorney dealing with
this matter, Mr. Coburn, who said, and I quote:

Many of the delays which have occurred have, as has been pointed out, been
due to the difficulties of ascertaining a market value in the country of exporta-
tion, that is, a so-called foreign value. With removal of foreign value as a basis
of dutiable value and the other changes in the proposed section 13 calculated
to simplify the determination of a proper dutiable value of imported mer-
chandise, no reason would exist any longer for the interminable delays which
now occur in obtaining appraisement action.

In conclusion I submit that the claim of the witness for the Stafford-
shire potters that—
the repeal of foreign value would result in leaving the appraisement of our
products up in the air—
is contrary to the fact, that I have shown that this is properly de-
scriptive of the situation as it is now under foreign value, which the
Staffordshire potters desire continued, and I respectfully suggest
that their demand that section 13 be amended as they desire or the
entire bill be killed, is without merit and that it be rejected.

Senator Kerr. May I ask now specifically what your recommenda-
tion 1s? o

Mr. MarTiN. Our recommendation is that the bill be passed with-
out the inclusion of the foreign value, which is now eliminated under
the present form of the bill, sir. That has been eliminated under
the present form of the bill.

Senator Kerr. Is that all?

Mr. MarTIN. Yes, sir.

Senator Kerr. We thank you for your statement.

Myr. Martin. Thank you, sir.

Senator Kerr. Mr. Pinkussohn ?

STATEMENT OF LEWIS A. PINKUSSOHN, JR., ASSISTANT
SECRETARY, CAMILLUS CUTLERY CO.

Mr. PingussouN. Mr. Chairman, I am Lewis A. Pinkussohn, Jr.,
assistant secretary of the Camillus Cutlery Co., and I live in New
York City.

98600—52——12
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I would like to thank you for permission to appear. As you know,
Mr. Alfred B. Kastor, the chairman of our board, had intended to
appear here before you. Mr. Kastor has not enjoyed the best of
health for the past few years and he felt that the effort of a trip to
Washington and an appearance before this committee at his age
would be too much of a strain.

You will recall the testimony of Mr. Robert N. Kastor when he
appeared before you on March 2, 1951, regarding the Trade Agree-
ments Extension Act.

Senator Krrr. I remember he brought some samples of cutlery, if
I’m not mistaken.

Mr. Pingussoun. That is right, sir; he had plaques on which he
had fighting knives and pocket knives.

Senator Kerr. That is right.

Mr. PinrussoHN. When Mr. Robert N. Kastor testified on Marck
¥, 1951, Camillus Cutlery Co. was employing 450 people. Then came
Torquay—and a reduction in duties, as you Senators know, of 50
percent. This was almost the K. O. for Camillus.

The last payroll report for the week ending April 15, 1952, shows
that we have only 317 employees, and if this so-called Simplification
Act is passed and the marking proviso is deleted as has been suggested,
our employment will be cut another 25 percent within 1 year—and
within 3 to 5 years we may be driven out of business. It is to be
noted that the town of Camillus, its bank, its property values, are
all dependent on the Camillus Cutlery Co., as we are the only industry
located there, a small suburb 9 miles west of Syracuse. Also, I
would say that the majority of all the cutlery companies are also
loc?tedh in New York State, Pennsylvania, and New England, and
o forth,

This remark-is not said facetiously. Mr. Kastor has told me
that he has had 46 years of continuous experience in this business,
and it is his well-considered opinion that this unfortunate situation
will ensue if the marking %)ro,viso is deleted.

Senator Kerr. If what?

Mr. Pingussonn. If the marking proviso is deleted from our par-
ticular section, paragraph 354, dealing with pocket knives, and 355,
dealing with household cutlery.

He feels that his opinion is worthy of more respect and attention
than the opinion so glibly expressed in the hearings before the
Committee on Ways and Means by the Treasury Department, namely,
Messrs. John S. Graham, Assistant Secretary, and Philip Nichols, Jr.,
assistant general counsel.

Senator Kerr. You take the position that their lack of experience
either in the production and marketing of these items is a matter
that should be given consideration in appraising the value of their
testimony ¢

Mr. PinxussouN. Agreed, sir.

Their testimony in our opinion was specious, misleading, and
fatuous.

The crux of the matter can be very briefly stated.

1t is proposed to delete from paragraph 354 the following and I
quote:’

Provided further, That all the articles specified in this paragraph, when imported,
shall have the name of the maker or purchaser and beneath the same the name
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of the country of origin die-sunk conspicuously and indelibly on the shank or
tang of at least one or, if practicable, each and every blade thereof.

This exact wording of this proviso has been a part of the Tariff
Acts of 1930, 1922, 1913, and 1909.

Its main objective was to prevent deceit and fraud so that the pur-
chaser of pocket knives would know not only the name of the country
but also the name of either the maker abroad or the purchaser—and
this was itself a guarantee of a certain standard and quality as no
maker or purchaser would let his name appear on a corrupt piece of
merchandise. That was just common sense.

It is worth while noting that there is not a single manufacturer of
cutlery in England, Germany, or Japan of any note or repute who does
not understand to the fullest extent these branding requirements. It
is only those who would transgress our customs laws who plead
ignorance.

I would also like to state that it is no hardship, either abroad or
domestically, to put your name or your brand or country of origin on
your merchandise. I know of no domestic manufacturer, whether he
turns out the most expensive item or the cheapest item, that will turn
out any merchandise whatsoever without his name or brand conspicu-
ously die-sunk on the tang.

Senator Kerr. You figure if he is so ashamed of it that——

Mr. PiNkussoHN. Something must be wrong with it.

Senator Kerr (continuing). That maybe we ought to look on it
with some caution?

Mr. PinkussoHN. That was the original reason, I believe, for put-
ting the marking proviso on the statute books in the customs law of
1909.

In conclusion, we wish to state that we are not against bona fide
simplification of customs administration and procedures. We are,
however, definitely opposed to section 3 of the bill which does not
simplify but which repeals the special marking requirements for cut-
lery in paragraphs 354 and 355 and vitally affects the livelihood of
American cutlery workers. I ask that the letter which Mr. Alfred B.
Kastor wrote to each Member of the Senate, dated April 15, 1952, be
made a part of the record without my taking the time of your com-
mittee to read it.

Senator Kerr. Very well.

Mr. Pinkussoun. That is all T have, sir.

Senator KErr. Are you familiar with section 11 of the proposed
bill ¢

Mr. PingussoHN. No, sir; I am not.

Senator Kerr. Which raises the $1 exemption in existing law to $10
on merchandise received from a foreign country by mail ¢

Mr. PinkussoHN. 1 am not familiar with it, sir.

Senator Kerr. I would think maybe you would have some concern
with that section.

Mr. PinxussoHN. No, sir; we do not.

Senator Kerr. All right, Mr. Pinkussohn.

Mr. PinxussouN. We thank you.

(The letter previously referred to, from Mr. Alfred B. Kastor, is as
follows:)
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CaMILLus CUTLERY Co.
Camillus, N. Y.

NeEw York, N. Y., April 15, 1952.

Under the guise of a bill to simplify customs administration and procedures,
H. R. 5505 has been passed by the House. This omnibus bill is a misnomer.
It would in fact destroy the tariff regulations that created the strength of the
cutlery industry.

Because this bill is now before the Senate this letter is sent to you.

One of the chief objections to the bill is its repeal marking provisions that
have been in the taritf law for 30 years. This is not simplification but destruction.

The marking requirements specify that the maker’s or importer’s name along
with the country of origin must be indelibly diesunk on the tangs of all knife
blades. This information protects the consumer. It accords with the principle
of honest labeling of merchandise which began with the Pure IFood and Drug Act
and has extended to the Wool Products Labeling Act.

This information for the consumer also protects the domestic manufacturer in
marketing goods of superior quality. If it is allowed to be rubber-stamped or
lightly etched, it can be easily removed and a deceit will be practiced on the con-
sumer. Is this simplification?

The bill goes further. It would eliminate the name of the foreign manufacturer
or the importer and thus deprive the purchaser of a guaranty of redress in
the case of inferior merchandise. Yes, this is simplification with a vengeance.

The cutlery industry of this country is a creation of the Tariff Act of 1890.
The marking provisos came as the studious result of years of experience and
thought. They were embodied in the Tariff Act of 1909, retained in the tariff
of 1913, again in the tariff of 1922, and again in the tariff of 1930. Under these
laws the industry has lived and grown, developing techniques that enabled it
to stand alongside other essential industries and produce large quantities of
war material such as essential pocket knives, surgical knives, and fixed-blade
tighting knives at the beginning of World War 11.

Even now the ideas that stemmed from the Torquay conference and slashed
cutlery duties 50 percent have resulted in a flood of imports from Japan, Ger-
many, etc.,, and caused grave unemployment in the cutlery towns of Amerjca.
The new proposal would wipe out this reduced production and make them ghost
towns in a few years.

And yet, when this bill was reported by the House Ways and Means Committee,
it was spuriously described as ‘“entirely procedural in nature.”

There is time to stop this last blow of destruction. If some customs procedures
need to be improved, let them be studied carefully, after the elections. Let us
not be hoodwinked by the false face of vicious legislation.

Very truly yours,
CamiLrus CuTLERY Co.,

ALFRED B. KASTOR,
Chairman of the Board.
Senator Kerr. Mr. Mercer, sit right down and make yourself com-

fortable.

STATEMENT OF WALTER J. MERCER, PRESIDENT, HUDSON
SHIPPING CO., INC.

Mr. Mercer. Mr. Chairman, my name is Walter J. Mercer. I am
president of the Hudson Shiping Co., Inc., customhouse brokers and
foreign freight forwarders, and I am a director in the American
Chamber of Commerce for Trade With Italy, Inc., for whom I am
now making this statement.

I have already submitted a statement which I would request to be
incorporated in the record.

Senator Kerr, Very well.

Mr. Mercer. This 1s in connection with some oral remarks I will

make now.
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My organization feels and believes that world trade is a two-way
street ; that so long as our exports exceed our imports that our economy
is in'more or less safe hands.

On this premise they endeavor to promote trade between European
nations and the United States.

In view of the time restrictions, I shall endeavor to be brief and
talk upon only one phase of the customs-simplification bill, H. R. 5503,
that being section 17 of said proposed bill.

Subsection A of this amendment would eliminate the present law
which authorizes the amendment of entries by either increasing or
decreasing the entered value at any time before the appraisement of
the merchandise. In order that the committee may properly consider
this section, I wish to go on record as saying that all import organiza-
tions which I know of—customs brokers’ associations and even the
Bar Association of Customs Attorneys— are strenuously opposed to
this section. We do not believe that in proposing same that the Treas-
ury Department realizes that innocent persons can be severely penal-
ized for undervaluation or fail to obtain allowances or refunds in the
event the merchandise was entered at a higher value than the proper
dutiable value.

At the present time—and the practice would continue under the
provisions of the proposed bill-—that before an importer can make an
entry of merchandise paying an ad valorem rate of duty, he must first
submit to the examiner, prior to entry, his consular invoice, com-
mercial invoice, contracts, orders, price lists, quotations, correspond-

ence, and all other documents or information in his possession at that
time.

He must set forth in a submission sheet a full description of the
merchandise, the invoice price, the date of order, the date of subse-
quent orders, and their dates of acceptance and prices; also, subsequent
quotations up to the date of submission, the date of such quotations, and
their prices.

The appraiser then would advise of a tentative value at which the
entry can be made, and if, at the time of appraisement, the appraised
value is higher or lower, the collector of customs would not follow the
appraiser’s findings in respect to liquidating at a lower price or penal-
izing where the value is higher if the examiner reports that in his
opiillion all of the requirements as set forth above were not complied
with.

In other words, the examiner would be the sole judge in such matters,
and, as an example, an importer may receive quotations from several
sources abroad—all of which he is not interested in and would cast
aside. The appraiser may have information from said manufacturers
that he sent those quotations to the importer, and if the importer did
not, in his submission, bring same to the attention of the examiner,
then said importer would either be subject to penalty in the event of
an advanced value or denied a refund in the event of appraisement
made at a lower value.

Naturally, where there would be a penalty, there would be appeals
for either reappraisement or remission of the penalty, which, in the
writer’s opinion, would jam the court calendars of the already over-
burdened customs courts.

I, therefore, appeal to this committee to disregard this section of
the bill entirely, as it does not tend to simplify but only to confuse.
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Senator Kerr. What you are saying is that ‘you are requesting that
that section of the bill

Mr. Mercer. Be stricken.

Senator Kerr (continuing). Be stricken. i

Mr. Mercer. Right. It serves no useful purpose.

Senator Kerr. Do you have any comment on the testimony of some
people; here with reference to the time in which appraisals must be
made ?

Mr. Mercer. Yes, I believe there should be a reasonable time during
which an importer may be in a position to calculate just what his
duties are, so he can apply it to the cost of his goods. X .

There are some appraisements which have been withheld 4, 5, 6 years,
and an importer today does not even know what his duties are going
to be because of the withheld appraisement.

I would like to add, Senator, that previous information which was
Just testified to in respect to the Canadian invoice, where it was said
that the Canadians have in their invoice a column which sets forth
the fair market price to give the Canadian authorities a basis for
assessing their duties as between the purchase and the fair market
price, well, our consular invoice is even more effective because we have
a column 11 on that invoice which sets forth the home market value
for that particular shipment.

Senator Kerr. Sets forth what?

Mr. Mercer. Sets forth the home market value of the merchandise
covered in that invoice; and furthermore, the Canadian invoice is not
a sworn document, but the American consular invoice is. I am just
passing that out for the information of the committee. »

Senator Kerr. You take the position that the situation should be
maintained as it is now with reference to that ?

Mr. MErcER. Section 17, yes.

Senator Kerr. Well, that would be the effect of deleting section 17?

Mr. MEercer. That is right.

Senator Kerr. All right, Mr. Mercer. ‘

Mr. Mercer. Thank you very much for permission to appear before

ou.
7 Senator Kekr. We thank you.
(The prepared statement of Mr. Mercer is as follows :)

‘STATEMENT OF WALTER J. MERCER, DIRECTOR IN THE AMERICAN CHAMEBER OF
COMMERCE FOR TRADE WITH ITALY, INC., NEW YORK, N. Y., RE CUSTOMS SIM-
PLIFICATION ACT OF 1951

My name is Walter J. Mercer. I am the president of the Hudson Shipping
‘Co., Ine., 8-10 Bridge Street, customhouse brokers and foreign freight forwarders,
established 1893. I am a director in the American Chamber of Commerce for
‘Trade With Italy, Inc., 105 Hudson Street, New York 13, N. Y. I am masking
this statement as their representative.

This chamber which was established in 1887, has as its prime purpose the
developing and fostering of trade between the United States and Italy. An
-overwhelming majority of its members are American businessmen engaged in
either importing or exporting or both. Its members are located principally in
the New York area. The chamber is deeply concerned with legislation affecting
the foreign trade of this country. Our members look to this association for
information regarding any change in rules or regulations, tariff, etc., especially
any legislation which may tend to provide relief from the numerous provisions
which an importer must comply with in effecting clearance through customs.

The purpose of H. R. 1535, as stated by the Treasury Department, is to amend
the Tariff Act of 1930, as amended, in ‘order to simplify its operation, to reduce

*
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expenses and delay incidental to its administration, and to eliminate inequities
whch add to the difficultias of enforcement. The business of importing today
represents an endless list of regulations, requirements, and difficulties, many of
which can be eliminated to permit a freer flow of merchandise into this country,
and thereby promote better trade conditions with the countries throughout the
world.

We are in accord with the principle and purpose as outlined in the new
Customs Simplification Act of 1951, with certain exceptions. However, we feel
that the act does not go far enough in providing the relief which its purposes
indicate.

Section 13 of the proposed bill: The elimination of “foreign value” and
“American selling price,” as a basis for determining dutiable value should result
in a considerable saving of time on the part of the customs examiner as it nar-
rows down the considerations in arriving at dutiable value. We feel, however,
that the proposal is defective in the following two respects :

(1) The appraiser should definitely state in his final appraisement what his
hasis of value, i. e., “export value,” “United States value,” etc.

(2) There should be a definite time limitation within which the appraiser
should complete his appraisement.

Section 16 of the proposed bill: We are strenuously opposed to the proposed
changes in this section unless they are restricted to noncommercial shipments.

Section 17 of the proposed bill: Subsection (A) this amendment would elim-
inate the present law which authorizes amendment of entries to increase or de-
crease the entered value at any time before the appraisement of the merchandise.
We vigorously object to this proposal for the following reasons. This proposal
would abolish the right of amendment of an entry under any circumstances once
an entry has been made. It is too harsh and also entirely unnecessary. There
are situations where, from the point of view of the Government, of the custom-
house brokers, and of the importer, it would be salutary to permit amendment
of entries. Without the right to amend the entry, the additional duties pro-
vided for in this section may well be imposed on an innocent person who, if per-
mitted to amend his entry, could have avoided these additional duties and yet
paid to the Government what was lawfully due.

We believe that the concept of additional duties is wrong and it should be dis-
carded entirely. If there is an honest dispute between an importer and the
Government, the dispute should be resolved in the proper forum without any pen-
alty. If an importer commits fraud or deceit, there are other provisions in the
law which amply punish him, either through criminal prosecution or civil pen-
alties against him personally or against the goods imported.

We believe the foregoing observations represent the consensus of the opinion
of our asociation insofar as it relates to importing. And it is for this reason that
we respectfully present them to the committee for consideration.

Senator Kerr. The committee will recess until 10 o’clock in the
morning. )

(Whereupon, at 12: 30 p. m., the committee recessed to reconvene at
10 a. m. Friday, April 25, 1952:.)
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FRIDAY, APRIL 25, 1952

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, at 10 a. m., in room
812, Senate Office Building, Senator Spessard L. Holland presiding.

Present: Senator Holland.

Also present: Elizabeth B. Springer, chief clerk, and Serge N.
Benson, professional staff member.

Senator HoLranp. The committee will come to order.

Senator George has asked me to preside briefly this morning for
the purpose of proceeding with the hearing begun some time ago
under the Customs Simplification Act as proposed in H. R. 5505. 1
understand that there are several witnesses here.

T will call them in the order that their names are listed here.

Mr. Eugene R. Pickrell of the Carbic Color & Chemical Co., Inc.

Mr. Pickrell?

STATEMENT OF EUGENE R. PICKRELL, REPRESENTING CARBIC
COLOR & CHEMICAL CO., INC., AND SANDOZ CHEMICAL WORKS,
INC.

Mr. Prckrern. Mr. Chairman and members of the committee, my
name is Eugene R. Pickrell. I am an attorney at law, with offites  at
10 East Fortieth Street, New York, N. Y. I specialize in customs,
tariff, and Federal matters, and have been engaged in such practice
for upward of 20 years. I have been admitted to practice be?ore the
courts of record of the State of New York, United States Customs
Court, United States Court of Customs and Patent Appeals, and other
Federal courts. I was formerly chief chemist of the United States
Customs Service, port of New York. Since the Tariff Act of 1922
was enacted by Congress, I have handled matters relating to impor-
tations of coal-tar products before the United States Customs officials
and before the United States Customs Court and before the United
States Court of Customs and Patent Appeals.

I appear before this committee in behalf of my clients, Carbic Color
& Chemical Co., Inc., and Sandoz Chemical Works, Inc., importers of
coal-tar dyes, coal-tar intermediates, and coal-tar auxiliaries, with of-
fices located at, respectively, 451-453 Washington Street, New York,
N. Y., and 61 Van Dam Street, New York, N. Y.

179




180 CUSTOMS SIMPLIFICATION ACT

I wish to direct my few remarks to section 17 (a) of H. R. 5505.
Section 17 (a) of the bill deletes from section 487 of the Tariff Act of
1930 the following phrase: ’
or at any time before the invoice or the merchandise has come under the obser-
vation of the appraiser for the purpose of appraisement.

Section 487 of the Tariff Act of 1930 permits the amendment of
customs entries at any time prior to appraisement. The deletion of
the above-mentioned provision in section 487 of the statute eliminates
this right to amend customs entries . .

Under the provisions of paragraphs 27 and 28 of the Tariff Act of
1930, the ad valorem duties on all coal-tar products are based on either
United States value or American selling price, depending on whether
or not the imported coal-tar product 1s competitive with a similar
domestic product. If it is competitive, the ad valorem rate of duty
is based on the selling price, known as the American selling price, in
the United States of a comparable domestic product. If it is not
competitive, the ad valorem duty is based on United States value
which is defined in section 402 (e) of the present statute. ’

There are only two or three classes of products other than coal-tar
products upon which the ad valorem rates of duty are assessed on the
American selling price. The ad valorem duties on all other classes of
merchandise are based on either foreign value or export value, which-
ever is the higher. In the absence of these two bases, then it is based
on United States value, and in the absence of foreign value, export
value and United States value, then on cost of production.

In the determination of whether or not the ad valorem rate of duty
on an imported coal-tar product should be based on United States
value or American selling price and, if the latter, the amount of same,
it is necessary to malke tests for a comparison of such imported coal-tar
products with domestic coal-tar products.

The present procedure in making customs entry, amendment of such
entry, and appraisement of coal-tar products may be illustrated by an
importation of a coal-tar dye.

When an importer, such as my clients, receives a eonsular invoice
covering an importation of coal-tar dye—and such invoice usually
covers six or more coal-tar dyes—he submits a copy of same, together
with a submission sheet, requesting information as to the proper
dutiable values, to the United States appraiser at the port of entry
prior to making customs entry. On the submission sheet he advises
the United States appraiser as to whether or not each of the coal-tar
dyes is competitive or noncompetitive; if noncompetitive the United
States value and if competitive the American selling price. The
United States appraiser informs him in writing on the submission sheet
which of the coal-tar dyes he considers competitive, which non-
competitive, the United States values for the noncompetitive coal-tar
dyes, and the American selling prices for coal-tar dyes which are
comipemtive.-

If the United States appraiser has no definite information on any
one of the coal-tar dyes, he advises the importer on the submission
sheet that he is going to test that dye and later, which is usually after
a lapse of 4 to 8 weeks, the United States appraiser advises the im-
porter as to whether the dye marked “test” is competitive or non-
competitive and the United States value or American selling price.
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The importer checks the information given to him by the United States
appraiser on the submission sheet ang, if he is in agreement and there
are no dyes to be tested, he makes customs entry in accordance with
this information. If he is not in agreement, he makes entry accord-
ing to his own information and recalls the invoice so he can amend the
entry at a later date, after he has made his test, checked the informa-
tion given to him by the appraiser and conferred with the latter in an
endeavor to reach an agreement. If he reaches an agreement and it
is different from his original entry, he amends the entry accordingly.
If he does not reach an agreement, he advises the United States ap-
praiser to appraise, and then he files his appeal for reappraisement,
which is sent by the United States collector of customs to the United
States Customs Court for adjudication.

This has been the procedure on importations of coal-tar products
since the enactment by Congress of the Tariff Act of 1922; in other
words, 30 years. This practice is pursuant to the provisions of section
487 of the present statute. It has been very satisfactory to importers
of coal-tar products, and as a result, there has been comparatively little
litigation. I understand that there are approximately 3,000 entries
per year at the port of New York, covering coal-tar products and that
the amendments of such entries are approximately 10 percent, or 300
customs entries.

My clients and other importers of coal-tar products are very dis-
turbed over the possibility of the elimination in this bill of the legal
right to amend customs entries covering importations of coal-tar prod-
ucts, and further elimination of a satisfactory procedure which has
been in effect for 30 years. These importers of coal-tar products object
tc an elimination of a legal right and the substitution therefor of an
administrative practice, sybject to the notions, the whims and the
personal feelings of administrative officials.

The proponents of the’ elimination of the right to amend customs
entries have given as their reason the amount of paper work entailed
in the amendment of customs entries. As far as coal-tar products are
concerned, the paper work at the port of New York is very small and
only amounts to amendments of about 300 customs entries per year.

Frequently there are importations of coal-tar dyes, coal-tar inter-
mediates, coal-tar auxiliaries, and coal-tar pharmaceuticals that have
never been imported before ; so at the time of entry the importer prob-
ably has some knowledge as to whether or not such imported product
is competitive or noncompetitive and, if competitive, the American
selling price, but this information is insufficient to warrant making
customs entry with certainty. He must rely on information obtained
from the appraiser and information that he obtains subsequent to
importation, pursuant to irvestigation. In such instances it is im-
perative that he have the right to amend customs entries covering
importations of such new products. ,

There is always a risk in the importation of coal-tar products which
have been' previously regarded as noncompetitive. Frequently it
happens that between the date of placement of an order for an impor-
tation of a noncompetitive coal-tar product from abroad and the date
of exportation of such product, it has become competitive without
knowledge of the importer. The ad valorem rate of duty will then
be assessed on the. American selling price. The importer had sold the
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coal-tar product prior to importation at a price which included the
lower duty based upon its noncompetitive status. He is forced to pay
a higher duty, which is usually twice the lower duty, based on the
American selling price, and thereby suffers a loss in the transaction.

The denial of the right to amend customs entries covering importa-
tions of coal-tar products will probably increase litigation as to the
dutiable value on such merchandise before the United States Customs
Court and the United States Court of Customs and Patent Appeals.

The importation of coal-tar products is a hazardous enterprise. To.
deny importers the right to amend their customs entries will make
the importations more hazardous and create additional difficulties.
The elimination of paper work in the amendment of only 300 customs
entries per year at the port of New York is an unfair compensation
for the additional hazards and difficulties created by the denial to
amend entries of such products.

I thank you very much.

Senator HoLLanp. Mr. Pickrell, of course you have seen the report
of the committee of the House of Representatives on this bill.

Mr. PrckreLL. Yes.

Senator HorLranp. I notethat on pages 16 and 17 of the report which
covered this particular section 17 of the bill, H. R. 5505, in particular
with the third paragraph, this statement:

The customs regulations permit appraisers to supply information to importers
as to contemplated advances in value, if they have cooperated and supplied all
relevant information available to them, so that by prompt amendment increasing
the entered value to the undervaluation duty can be avoided.

Mr. PickreLL. Yes, sir.

Senator Horranp. Will you comment on that statement in the
report ?

Mr. PickreLL. In section 17 in the bill it provides that provided
the importer confers with the appraiser prior to making customs
entry and furnishes all available information that he has and the ap-
praiser reports this to the collector and the appraiser reports that he
1s of the opinion that the importer has conferred and collaborated,
then there will be no assessment of additional duties. You are sub-
ject there to the notions, to the whims, to the feelings of one official
in this report. He may not like this importer. They might have had
some difficulties in the past. He could make an unfavorable report.
Then there will be an assessment of these additional duties.

This is an administrative practice. Here we have a legal right
to amend an entry. That legal right is taken away from us and we
are given an administrative practice which is subject to the notions.
and whims of the administrative officials.

Senator Horrano. I note in the later portions of that same sec-
tion of the report it dwells upon the other amendments to section
489 and to section 501 and to section 503 of the tariff act, and the
committee evidently—the Ways and Means Committee—was of the
opinion that those amendments contributed to the fact that the pro-
posed H. R. 5505 was such in all of its provisions on this point as to
make unnecessary the power of amendment as it has existed under
present lJaw. What comments do you make on that ?

Mr. Prckrert. In my opinion, it doesn’t. Those amendments are
very reasonable and fair and equitable amendments. In other words,
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this amendment in 501, 503—I think it is 501—eliminates the entered
or appraised value, whichever is the higher, and makes it the ap-
praised value only. If there is an error on the part of the importer,
under the present statute, and that error is not detected by the ap-
praiser. In other words, 1f the importer enters at a higher value than
he should have entered and he doesn’t ascertain this mistake or error
until after the merchandise is appraised, it is going to be appraised
as entered and he is paying too high duties. That eliminates situa-
tions of that kind, and that is a very fair amendment.

But that doesn’t take care of this situation, the right to amend. I
would like to give you this comiment on this deletion of the right to
amend as far as it affects merchandise other than coal tar products.

* We have now in this bill four new bases of value different from
what we have in our present statute. This bill does away with for-
eign value, which is an excellent feature. It rewrites the definition
of export value. It rewrites the definition of United States value.
It has a new value called comparative value. It has also rewritten
the definition of cost of production and has designated it as con-
structive value.

You really have four new definitions of bases of value, which will
probably take 2 or 3 years before everybody knows just exactly what
those definitions mean. It will require legal interpretation by the
United States Customs Court and the United States Court of Customs
and Patent Appeals.

It took 2 and 3 years of adjudication before the definitions of the
United States value and American selling price in the Tariff Act of
1922 as applicable to coal-tar products were legally defined and inter-
preted. During a similar time you are going to have uncertainty
as to what these new bases of value mean, and during that time there
should be the right to amend customs entries.

Today we have a practice that is very clear. It is very definite.
It has been in effect for 30 years. Importers know how to operate
under it.

Senator HorLranp. Well, let’s see if I understand your situation,
and see if I can state it briefly. You feel that the amendments in
the entry provided by present law, to increase or decrease the entered
value at any time before the appraisement of the merchandise, which
amendments would eliminate that right of amending the entry,
although they do represent a saving in the paper work on the side
of the Customs Service, do not represent any sufficiently substantial
saving to offset the added hazards and added work placed upon import-
ers, and should not be passed for that reason; is that right ¢

Mr. PicgreLL. Senator, that is exactly my position.

Senator HoLranp. All right, sir. Thank you very much.

Mr. R. W. Hooker?

Before you start, Mr. Hooker, I am asked to announce that when
we recess today the hearing will be recessed until 10 a. m. next Monday.

I am also asked to announce that the National Council of Farmer
Cooperatives has expressed its opinion upon this legislation by a letter
addressed to Senator George, dated April 23, 1952, which letter I
now incorporate in the record.

S G
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(The letter referred to is as follows:)

NATIONAL COUNCIL OF FARMER COOPERATIVES,
Washington 6, D. C., April 23, 1952.
Hon. WALTER F. GEORGE,
Chairman, Committee on Finance, United States Senate,
Washington 25, D. C.

DEar SENATOR GEORGE: The National Council of Farmer Cooperatives at the
annual meeting of delegates, in January 1952, approved the following statement
of policy on the guestion of simplification of customs procedures which is now
before your committee :

“We believe that legislation aimed to simplify customs procedures should be
confined exactly to the attainment of that objective, and should not be used to
effect substantive changes in our tariff system or our protection against subter-
fuge by foreign countries in their attempts to defeat the purposes of our protec-
tive devices.”

It is our feeling therefore that section 20 of H. R. 5035 should be deleted,
because it ties the conversion value of the United States currency to foreign
currencies, which are managed in the interest of fictitious values. These are
not supported by sound economies and fiscal policies. They are devices which
penetrate the American economy with unsound trade policies and they will
undermine it if allowed to persist.

It is our belief that foreign trade is not an end in itself, but is a means of
bringing to us excess goods from foreign shores which we need and can afford
and which they do not need; and of shipping to foreign shores surplus goods
which they need and can afford, and which we do not need. Too often our mar-
kets have attracted goods from other countries which their people needed or their
neighbors needed in order to improve their standard of living, but which those
in authority turned into dollars for their own purposes rather than the welfare
of their peopie. The managed currency is a favorite device for this piarpose,
and values can only be brought to reality by maintaining the free New York
market as the basis of currency conversion.

Section 22 of H. R. 5505 should also be deleted. This relates to a unilateral
phase of domestic policy which should be kept under the control of the Con-
gress. It should not become a question to be settled by international bargaining
in which tangible economic values can be traded for intangibles without recourse.

I should like to call your attention to the United States export and import
figures for 12 months through January 1952. The data shows that agricultura)
imports were 48 percent of our total imports for 12 months while our agricul-
tural exports were only 28 percent of our total exports for the same period.

Agricultural imports were $5,092 million as compared to agricultural exports
of about $4,162 million. Are we consciously developing an unbalanced indus-
trial economy, importing predominantly our raw materials, including agricul-
tural products, and exporting predominantly industrial products? If so, this was
the downfall of the European economy and political stability.

Sincerely yours,
JouN J. RIGGLE,
Assistant Secretary.

STATEMENT OF R. W. HOOKER, SYNTHETIC ORGANIC CHEMICAL
MANUFACTURERS ASSOCIATION, AND THE MANUFACTURING
CHEMISTS ASSOCIATION

Mr. Hooxer. Mr. Chairman, my name is R. W. Hooker. I am
vice president in charge of sales of the Hooker Electrochemical Co., of
Niagara Falls, N. Y. I am here on behalf of the Synthetic Organic
Chemical Manufacturers Association and the Manufacturing Chem-
ists Association, Inc.

These two associations together represent the great bulk, perhaps
90 percent of the American chemical industry.

ur request to be heard was contingent upon any attempt to rein-
state the original section 14, that provision of the original bill which
would have nullified American selling price as a basis for valuation.
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As these hearings have developed, no such attempt has been made.
In fact, Mr. Graham, speaking for the Treasury Department, stated
specifically—and I quote:

There were two provisions in the original bill which apparently caused some
concern to certain elements of American industry. Briefly, these two provisions
related to what is known as the American selling price method of valuation
and the basis for taxing distilled spirits. Both were eliminated hy the House.
Although such provisions had the merit of producing simplification by bringing
about uniformity in customs administration, the Treasury does not propose
that they be reinstated in the bill by this committee.

We take exception to the statement that the elimination of Amer-
ican selling price as a basis of valuation would have the merit of pro-
ducing simplification by bringing about uniformity in customs admin-
istration. '

Senator Horranp. Just a minute, please, sir. As I understand it,
these two provisions which you are discussing were both eliminated
by the House.

Mr. HookEer. Yes, sir.

Senator HoLLaxp. They do not now appear in the House bill that
is being considered by this Senate committee ?

Mr. Hooger. This is Mr. Graham’s recommendation of the Treas-
ury; yes, sir.

Senator HorLranp. What is the purpose of your appearance here,
since these provisions are not now in the bill?

Mr. Hookkr. One purpose, sir, is to do this committee the courtesy
of appearing, since they had been courteous enough to allow us to
come, and we, not knowing the testimony which would be given pre-
vious to ours, not knowing until this minute what the testimony would
be previous to ours, we did wish to go on record as appearing here.

We also wished to go on record as making an exception to that por-
tion of Mr. Graham’s testimony where he said that American selling
price as a basis of valuation would have the merit of producing sim-
plification by bringing about uniformity in customs administration.

The fact is that it is our opinion, as set forth in our briefs and state-
ments before the Ways and Means Committee, that elimination of
American selling price would unduly complicate rather than simplify
customs administration. However, we are gratified to know that the
Treasury has seen fit to abide by the Ways and Means Committee
decision to retain American selling price as a basis of valuation,
Therefore, we are closing our statement at this time and wish to
thank the committee for scheduling our appearance.

Senator Horranp. Let’s see if I understand you. You are glad
that the Ways and Means Committee eliminated these two sections?

Mr. Hooker. Yes.

Senator HoLranp. You are glad the Treasury approved that elimi-
nation? :

Mr. Hooker. Yes, sir.

Senator HoLLanp. And you want the Senate committee to know that
you approve of the actions of the Ways and Means Committee and
of the Treasury?

Mr. Hooxer. Yes, sir.

Senator HoLLanp. Thank you.

Howard Huston ?
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STATEMENT OF HOWARD HUSTON, AMERICAN CYANAMID CO.

Mr. Huston. Mr. Chairman, my name is Howard Huston. I am
a vice president of the American Cyanamid Co.

The particular provisions upon which I proposed to present evi-
dence this morning has since the hearing started beeen very ably
handled by other witnesses and therefore, sir, with the permission of
the chairman, I suggest that I simply file my brief with the reporter
on those subjects w%ich have already been covered.

Senator HorLLanp. Your statement is completely covered by a mem-
orandum ?

Mr. Huston. Yes, sir.

Senator Hovranp. That memorandum will be received and filed
and made part of the record.

(The prepared statement of Howard Huston is as follows:)

AMERICAN CyanaMmip Co.,
New York 20, N. Y., April 22, 1952.
COMMITTEE ON FINANCE,
United States Senate,
Senate Office Building, Washington, D. C.

GENTLEMEN : American Cyanamid Co. was organized in 1907. At that time we
had but one plant and producel a single product. Today we operate 42 plants,
which produce about 5,000 items for use by 200 industries and the ultimate con-
sumer. We employ over 20,000 people.

Our growth is typical of the growth of the chemical industry in the United
States. Ours is an extremely complex and integrated industry. From a few
basic materials stem a very large number of interreiated compounds which by
chemical processes are converted into a wide diversity of finished goods, such as
organic dyes, pigments, pharmaceuticals, fine chemicals, industrial chemicals,
min'ng chemicals, intermed:ates, plastics, and explosives. This interdependence
is vital and sensitive. To interrupt or disturb this balance is to sow the seeds
which will grow to destroy our American chemical industry so vital in peace to
be effective in war. Research and development are the lifeblood of our industry.
We spend over $10,000,000 a year for research and development.

The chemical industry, of which we are an integral part, is uniquely essential
to American productivity—it serves all other in ‘ustries. Its principal charac-
teristic is growth. No industry makes such a diversity of products nor hoids
the key to so many potential new products. Thus, our company is vitally inter-
ested in the laws which regulate custoims procedure.

H. R. 5505, currently before your committee, is entitled the ‘“Customs Simpli-
fication Act of 1951.” We approve those provisions of the bill designed to actually
improve the administration of our customs nrocedure. However, we believe that
sections 2, 13, and 20 of the bill would not simplify our customs procednure.

We are refraining from a discussion of matters relevant to this bill which have
their roots in executive international arrangements, first, at the request of your
committee, and, second, on the assumption that section 24 of the bill continues
to represent the sense of Congress.

SECTION 2. ANTIDUMPING AND COUNTERVAILING DUTIES

This section proposes ameniments to the Antidumping Aect of 1921 and the
Tariff Act of 1930. As a background to our discussion, it must be noted that
under section 13 of H. R. 5505 foreign value as a basis of valuation in our customs
procedure would be eliminated. Export valuc is provided as the first basis of
valvation to be used by our customs officials for the anplication of duties.

The provisions of section 2 (a) and (b) of H. R. 5505 of themselves are not
ob‘ectinnable. However, the changes proposed in section 2 (¢) which would
affect our law governing countervailing duties are objectionable.

Under existing law (sec. 303 of the Taritf Act of 1930. countervailing duties),
the Secretary of the Treasury is required to determine and declare the net
amount of any bounty or grant hestowed by a foreign country on the manufac-
ture, production, or export of any article made within its jurisdiction, which is
dutiable under our laws and imported into the United States. He is required
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by law to.issue regulations necessary for the identification of such articles and
mehandise and for the assessment and collection of the additional duties to be
ilrag){;med in accordance with the provisions of section 303 of our Tariff Act of

The amendment proposed in H. R. 5505 would seriously weaken the present
law (except for the recognition that exports from a country may receive unfair
advantage “through multiple official rates of its exchange in terms of United
States dollars, or otherwise”). Countervailing duties would no longer be man-
datory, once the bounty or grant is known to have been paid or hestowed. Coun-
tervailing duties would be imposed only if the Secretary of the Treasury should
determine, after such investigation as he deemed necessary, that an industry in
the United States was being or was likely to be injured, or prevented or retarded
from being established, by reason of the importation into the United States of
such articles or merchandise in respect of which the bounty or grant was paid
or bestowed. Subsidization of exports can only result in unfair competition.
The intent of the Congress has been long established that such type of compe-
tition will not be tolerated. Thus, the countervailing duty should be imposed
once the offender is known to have given the bounty or grant in order to dis-
courage effectively such an unfair method of competition in our markets, regax;d-
less ‘of-ghy-likely injury or prevention or retardation of an American, industry.

The basic economic evils intended to be deterred are on thé oie hand, the
giving of a bounty or grant, and on the other, dumping. Thete {s no rejson,.
therefore, to require a finding of injury or the likelihood of injhi“y, ﬁ"th‘é pre-
vention or retardation of an American industry as a conditioh ptecédent to in-
voking our Antidumping Act. This provision should becotje operativé oice. the,
evil—dumping—occurs, for that is the real threat to our industry and the danger
Congress should forestall.

Thus, to simplify this aspect of our customs practice, it is recommended that
our Antidumping Act be likened to our existing law governing the imposition of
countervailing duties. If this is done, the special dumping duty now provided
should be less than any countervailing duty imposed on the merchandise by rea-
son of a payment or bestowal of a bounty or grant.

Since foreign value as a hasis of valuation would be eliminated by H. R. H505.
exporters to the United States should be required to file with our Customs a cer-
tifieate representing what the foreign market value of the merchandise is in the
country of export to the same class of purchaser. This has been a long estah-
lished practice in Canada where dumping of itself is prohibited regardless of
its injurious effect upon a Canadian industry.

Congress has repeatedly assigned to the Tariff Commission the responsibility
of determining and apprising the legislative and executive branches of our
Government of the effect of imports upon our econoiny. Thus, it would make
for further simplification, if Congress should require the Tariff Commission,
rather than the Secretary of the Treasury, to make the determinations which,
in accordance with our recommendation, would be made under both our Anti-
dumping . Act, and countervailing-duty law, as modified. The change would
make for better coordination, would be sound administratively and, therefore,
add to simplification.

SECTION 13, VALUE

Section 18 of the proposed bill would repeal section 402 of the Tariff Act of
1930. It provides various bases of valuation to be used in assessing duties on
items in our tariff act subject to ad valorem duties. Four bases of value for
the assessment of duties are proposed—export value, United States value, com-
parative value, and constructed value. Koreign value is eliminated. As we
are fully familiar with the difficulties attendant the determination of foreign
value, we have no objection to its elimination provided exporters are required to
certify as to the foreign market value of the merchandise to permit effective
administration of our antidumping law,

The definitions of the respective bases of value in the bill create new concepts
of value which, if adopted, will cause confusion and uncertainty rather than
simplification., Values presently defined in our tariff act have been applied
and interpreted by the Treasury Department and our courts repeatedly for
many years so that their meaning is clear and their application simplified. There
appears no need to change the bases of value—except if it be foreign value.

Export value is based on value or price in the principal markets of the country
of exportation of the merchandise or similar merchandise undergoing appraise-
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ment which is freely sold or offered for sale therein in the usual wholesale quan-
tities and in the ordinary course of trade for exportation to the United States.
Conditions constituting the basis of export value are controlled within the coun-
try of export. Many countries export on a multiple price basis and at prices
subsidized, cartelized, and designed to penetrate and disrupt our domestic market
by low export values and corresponding low duties.

Our only protection remaining against an abuse of this basis of value is found
in our existing antidumping and countervailing duty laws which should be
strengthened, rather than weakened, as proposed in section 2 of H. R. 5505.

United States value, as defined in the proposed bill, removes the ceilings pro-
vided under existing law on certain deductions allowed for commissions, profit,
and general expenses from the selling price of the merchandise in the United
States. Thus, profits and expenses are allowed in such amounts usually made by
sellers in such market on imported merchandise in the same class or kind as the
merchandise undergoing appraisement. The control over profits rests with the
foreign manufacturer, and, therefore, to that extent United States valye re-
mains subject to foreign control. The elimination of the ceilings on commis-
sions, profits, and general expenses can be expected to increase litigation and
delay disposition of disputes, all of which would hardly seem to make for simpli-
fication.

Comparative value is a new basis of value. The discretion allowed an ap-
praiser in making a comparison between the imported merchandise and other
merchandise from the same country is not only unlimited, but places a responsi-
bility on the appraiser which is unfair, and no less absolute. We are mindful
of the principle that administrative acts of public officials to whom discretion
is allowed are not ordinarily reviewed by our courts except for fraud, mistake,
or gross neglect. Thus, the standard, if any, to govern the appraiser is the
extent to which he can project his imagination. .

Constructed value is, in effect, a new name given to the present “cost of pro-
duction,” except that, in the proposed bill again, the amounts allowed for profit
and general expenses are left to the foreign producer and ultimate litigation in
our courts.

It is difficult to conceive the need for these redefined bases of value in section
13 of the proposed bill or the simplification which would result from their
application. In fact, the definitions, in their application, would seem to cause
uncertainty, delay and injustices to American producers. As such, therefore,
the section would complicate rather than simplify the administration of our
customs,

SECTION 20. CONVERSION OF CURRENCY

Under our Constitution, power vests in the Congress to coin money, regulate the
value thereof, and of foreign coin (art. I, sec. 8). By the act of August 27, 1894
(sec. 25), Congress required the Secretary of the Treasury to proclaim quarterly
the value of foreign currencies expressed in United States dollars. Section 522
of the Tariff Act of 1930 requires that for the purpose of assessment and collec:
tion of duties upon imported merchandise, when necessary to convert foreign
currency into currency of the United States, the values as proclaimed by the
Secretary of the Treasury shall be applied.

Where the Secretary has not proclaimed a conversion rate or where the pro-
claimed rate varies by 5 percent or more from the buying rate in New York on
the day of exportation of the merchandise, the New York buying rate is to be
used for the assessment of customs duties. It has been reported to the Con-
gress that practically all commercial rates do vary by more than 5 percent from
the gold-content rate required to be proclaimed by the Secretary of the Treasury.
(See testimony by the Assistant Secretary of the Treasury during hearings
before the Committee on Ways and Means of the House of Representatives on
H. R. 1535, p. 41.)

Section 20 of H. R. 5505 would change the basis for conversion of foreign
currencies into United States dollars for customs purposes. This section would
hase rates of exchange on the par value as established pursuant to the Articles
of Agreement of the International Monetary Fund, or pursuant to any other
international agreement to which the United States is a party. During the above-
mentioned testimony before the Committee on Ways and Means of the House.
page 41, the representative of our Treasury further informed the Congress ‘that
many countries de not maintain such a par value pursuant to the Articles of
Agreement of the International Monetary Fund, and for these countries, the
conversion rate is to be determined by the New York buying rate as certified
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by the Federal Reserve Bank, as at present. Thus, section 20 of H. R. 5505
further provides, in effect, that if no such par value (in accordance with the
Articles of Agreement of the International Monetary Fund) were so maintained
for a particular date, the conversion would be made at the buying rate for the
particular foreign currency in the New York market to be determined by the
Federal Reserve Bank of New York, and certified to the Secretary of the Treas-
ury who shall make it public at such times and to such extent as he shall deem
necessary.

Section 25 of the act of 1894 is in effect today. Where commercial rates vary
by more than 5 percent from the gold-content rate so proclaimed by the Sec-
retary of the Treasury, the New York buying rate for foreign currency now
published by the Federal Reserve Bank of New York at noon of each day can
be used. This rate reflects the current buying rate and, therefore, gives foreign
currencies values which are more representative of their commercial value.
The Secretary of the Treasury should be required to publish such rates on every
bank business day so that appraisers would have these data currently avail-
able. Such a practice would maintain a current list of par values, expressed
in United States dollars, of the several foreign currencies. The International
Monetary Fund admittedly does not maintain such a complete listing of cur-
rent par values of member nations, and, even if it did, such a list would not.
be as representative of current commercial value.

In addition, to base rates of exchange, as alternatively provided in the pro-
posed Lill, on the par value established pursuant to any other international
agreement which is not even in existence is equivalent to asking Congress to
delegate completely its fundamental power to coin money, regulate the value
thereof, and of foreign coin. This is “gross oversimplification.”

To summarize : .

1. Section 2 of the proposed bill seriously weakens our existing law which
makes mandatory the imposition of countervailing duties on imported merchan-
dise which enjoys bounties or grants from the country of export.

Dumping goods upon our markets is just as unfair a method of competitionr
as the giving of bounties or grants, or preference through multiple official rates
of exchange

Thus, our existing countervailing-duty law should not be weakened as provided
in section 2 of the proposed bill. Our antidumping law should be strengthened
by removing therefrom the requirement that injury or the threat of injury
to an American industry be a condition precedent to invoking its provisions. In
this event, the special dumping duty imposed should be less the amount of any
countervailing duty imposed ’

As foreign value would be eliminated, exporters should be required to file a
certificate verifyving the foreign market value of the merchandise,

The Tariff Commission, rather than the Secretary of the Treasury, should be
given the responsibilities thus provided under both the Antidumping Act and
the countervailing-duty law.

2. While we agree that “foreign value” as a basis of valuation for customs
purposes should he eliminated, the redefined bases of value published in section 13
of the bill would cause uncertainty and confusion in the administration of our
customs laws and thus complicate rather than simplify the transaction of inter-
national trade.

3. The basis for the conversion of foreign currencies into United States
dollars should not be governed by the International Mounetary Fund or any other
international agreement to which the United States may become a party.
Rather, the bhasis should be the buying rate for foreign currency published daiiy
by the Federal Reserve Bank of New York which is more representative of the
current commercial valne of such foreign currencies, The Secretary of the
Treasury shou'd be required to publish such information on every bank business
day, and thereby facilitate the appraisals made by our Customs officials.

4. We urge your committee to consider these observations and amend H. R
5505 accordingly. B

Respectfully submitted. .

Howarp HusToN, Vice President.

Senator Horranp. The committee will recess until 10 o’clock
Monday.

(Whereupon, at 10:35 a. m., the committee recessed, to reconvene
at 10 a. m. Monday, April 28, 1952.)
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MONDAY, APRIL 28, 1952

UNITED STATES SENATE,
ComMMITTER ON FINANCE,
Washington, D. C.

The committee met, pursuant to adjournment, at 10 a. m. in room
312, Senate Office Building, Senator Walter F. George (chairman)
presiding.

Present, Senators George, Johnson of Colorado, and Butler.

Also present, Elizabeth B. Springer, chief clerk; and Serge N. Ben-
son, professional staff member.

The CHAIRMAN. The committee will come to order.

Before we begin with the first witness, there will be inserted in the
record the statement of Richard P. White, executive secretary, Ameri-
can Assoctation of Nurserymen, Inc.

(The statement of Richard P. White is as follows:)

STATEMENT OF RICHARD P. WHITE, EXECUTIVE SECRETARY, AMERICAN ASBOCIATION
OF NURSERYMEN, INc.,, WASHINGTON, D. C,, oN H. R. 5505

My name is Richard P. White, executive secretary of the American Association
of Nurserymen, Inc., 635 Southern Building, Washington 5, D. C.

I appear before this committee to present a viewpoint in regard to seetion 11
of H. R. 5505, a proposal “to amend certain administrative provisions of the
Tariff Act of 1930 and related laws, and for other purposes.”

Section 11 proposes certain amendments to section 321 of the Tariff Act of
1930. My testimony is directed specifically to section 321 (b) (2).

This subsection proposes to exempt articles from duty provided the aggregate
value of all articles in a shipment does not exceed $10, and provided the articles
are intended for personal or household use of the consumer and are not for sale.
The purpose of this section is obviously, and as the amendment states, to avoid
expense and inconvenience to the Government disproportionate to the amount of
revenue collected. The objective to be sought is a commendable one, but there
are certain consideration which must be given to the proposal in view of the
plant quarantine regmlations of the United States Department of Agriculture
under the Plant Quarantine Act of 1912, International Plant Quarantine 37, and
the regulations issued pertinent thereto.

I understand that this bill, H. R. 5505, has not been submitted to the Depart-
ment of Agriculture for consideration and report. In our view, it should be
submitted to the Department of Agriculture for a report at least upon this sec-
tion.

The United States Department of Agriculture has now established a system
whereby certain types of living plant materials are inspected by United States
Government inspectors in foreign lands for determination of their apparent
freedom from plant pests. This does not preclude the possibility of reinspection
at ports of entry in the United States, as well as fumigation of the plant material
as a precautionary measure against the introduction of plant pests not now
present or widely distributed within the United States. It is true that the regu-
lations under Plant Quarantine 37 require certain external evidences placed upon
containers which include plant materials subjeci to port-of-entry inspection and
fumigation.
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The practical effect of the exemption proposed in section 11 of H. R._5505 sta_rt-
ing on page 15, line 18 of the proposal would be to permit large quanties o.f shu_)-
ments of plant materials from foreign countries direct to the consumer in this
country via international parcel post and by both air and ship. The result would
be that the United States Department of Agriculture would fail to intercept large
numbers of these very small shipments, and if tbey .gid intercept them all, !:he
personnel would not be adequate to take care of the task involved in inspection
and fumigation at the ports of entry. . .

This would result, we feel, in reducing the effectiveness of our international
plant-guarantine procedure and would eventually result in the introduction and
establishment of plant pests, both insects and diseases, not now known to exist
or not widely distributed in the United States. When such establishments were
discovered, Congress would be requested to appropriate considerable sums of
money either for eradication purposes or for control purposes under the system
of domestic plant quarantines. In addition to that, various nursery cultures in
this country would be jeopardized with heavy losses of both plant material and
operating capital due to the domestic quarantines which would be used as a
method of prevention of spread, cost of control procedures, etc.

It is my understanding as indicated above that this proposed legislation has not
been submitted to the Department of Agriculture for their consideration and we
feel very strongly that it should be on account of the above situation which would
be permitted. We would like to suggest, therefore, that H. R. 5505 be sub-
mitted to the Department of Agriculture for their consideration before action
is taken on it by the Senate Finance Committee.

The CuarkMan. There will be inserted in the record the letter, dated
April 25, 1952, from the National Federation of American Shipping,
Ine.

(The letter from National Federation of American Shipping, Inc.,
is as follows:)

NATIONAL FEDERATION OF AMERICAN SHIPPING, INC.,
Washington, D. C., April 25, 1952.
Hon. WALTER F. GEORGE,

Chairman, Committee on Finance,
United States Senate, Washington 25, D. C.

Dear SENATOR GEORGE: The National Federation of American Shipping, an
organization representing a substantial majority of all deep-water American
flag shipping, desires to submit the following comments and recommendations
with respect to H. R. 5505, a bill to amend certain provisions of the Tariff Act of
1930 and related laws, which is the subject of hearings by your committee.

Section 9 of H. R. 5505 would extend to foreign-flag vessels the privilege now
enjoyed by foreign-flag aircraft of withdrawing equipment and repair parts for
installation free of duty from a bonded warehouse or continuous customs custody,
and.of treating such withdrawal as an exportation for purposes of the tax draw-
back laws. Section 9 would also permit similar withdrawal free of duty and
taxes on import for ground equipment to be used by foreign-flag aircraft. The
privileges granted in the case of aircraft are conditioned upon reciprocal privi-
leges being accorded to aireraft of the United States when in foreign countries.

The federation agrees that this discrimination against the shipping industry
should be removed. However, it believes that the privileges to be extended by
section 9 to foreign-flag vessels should be granted only when reciprocal privi-
leges are accorded to vessels of the United States. The Federation urges, there-
fore, that section 9 (a) of H. R. 5505 also amend section 309 (d) of the Tariff
Act of 1930, as amended (N. 8. C., 1946 ed,, title 19, sec. 1309 (d)), by inserting
the words “and vessels” immediately after the word “aircraft” wherever such
word appears in section 309 (d).

Section 22 of H. R. 5505 would convert the excise tax imposed by section 2470
of the Internal Revenue Code on the first domestic processing of coconut oil
into an import tax on the oil content of copra. Enactment of this section would
mean that a copra importer would have to pay an import tax of approximately
$42 per long ton of copra. The result would be a further reduction in the
importation of copra, which has already been sharply reduced since World War
II. At'the present time only about 40 percent of the Philippine copra production
is being shipped to the United States, whereas approximately 90 percent of such
production was being imported prior to World War II.
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.Copra is an important home-bound commodity for steamship companies en-
gaged in the trans-Pacific trade. They are, therefore, greatly concerned about
anything which would interfere with, or hinder in any manner, the importation
of copra. Since the enactment of section 22 of H. R. 5505 would greatly reduce
the amount of copra to be imported into the United States, the federation urges
that this section be deleted from the bill.

We respeetfully request that this letter be incorporated in the record of the
hearings which are being held on H. R. 5505.
Very truly yours,
A. U. KrEss, Counsel.
The Cuareman. Mr. Radcliffe, you are first on the list.
I have not been back in town long enough to make a check on the
committee. So far as I know there may be one or two other members

coming in in a few minutes, but we will proceed, if it is agreeable to you.

STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI-
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC.

Mr. Rapcrirre. My name is Harry S. Radcliffe, executive vice presi-
dent, National Council of American Importers, Inc. Our address is
45 East Seventeenth Street, New York City.

The Cumamrman. All right, Mr. Radcliffe, we will be glad to hear
froin you, sir.

. Mr. RapcuiFre. Mr. Chairman, I have a prepared statement which 1
shall file with the committee, and I understand that it will be repro-
duced in the record. I (o not intend to read it.

The Cram»man. You may file your complete statement in the record,
and if you wish to, you may speak of it briefly.

Mr. Rabcrirre. Yes; 1 would just like to briefly outline our posi-
tion on the simplification bill.

The CuarrmaN. Yes, sir; you may do that.

Mr. Rapcrrrre. Our primary position is that we urge prompt pas-
sage of this bill at the present session of the Congress, with such im-
provements as can be quickly made.

We also advocate additional measures in the direction of customs
simplification and we hope that the Congress, possibly in 1953, will be
willing to consider a second package, as we might call it, on customs
imfgrovement.

his bill is essentially a Treasury bill based in a great degree on a
management study made by McKinsey & Co. over a period of years
under special authority of the Congress, and it covers a number of
highly essential reforms in our customs administrative laws that
should result in efficiency in customs operation.

The Committee on Ways and Means in its report stated that they
believed the bill gives the importing public improved service at a lesser
cost to the taxpayer. We agree with that, but we would like to have
more 6f the same thing.

This bill is a big step forward, and I think most everyone agrees on
that, and I do not believe that the bill should be regarded as con-
troversial in any sense. ‘ '

In making suggestions and criticizing some of the provisions of the
bill, we are motivated by a desire to make the simphfication measure
equitable and practicable to the Government and to the importing

.businessman.
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As I have read the press accounts of these hearings, I feel that per-
haps an incorrect impression has been created. It is something like a
Eerson who is buying a house or renting an apartment. The fact that

e does not care for the wallpaper in the living room does not mean that
he objects to the floor plan or the closet space.

We, too, would prefer some slight changes that the architects of
the bill, having once drawn the plan and arranged the color scheme,
have not seemed ready to adopt.

As T understand the situation, the very purpose of these hearings
is to give the committee an oportunity to have the constructive sug-
gestions made by the non-Government organizations and witnesses.
We are all, I think, working in the same direction of genuine and
workable customs service improvement.

As the national import organization, we are advocating seven
specific amendments to the bill; and those are set forth in my state-
ment in some detail, with the exact page number and line that we would
like to have amended.

The first one relates to section 13 on valuation. We feel that there
should be some provision there to permit bona fide sales to an exclusive
selling representative in the United States, who is financially inde-
pendent of the foreign seller, to be used in determining “export value”
and “United States value.”

In my prepared statement, I gave some language, but I would like
to give an alternative suggestion. We would amend the definition of
“freely sold or freely offered for sale,” and I have suggested that after
the definition of “purchasers at wholesale” the words be inserted “who
are financially independent of the seller.”

We do not believe that there should be an export value where the
firm here is a branch concern of a foreign supplier, where the values
arranged between the two on exclusive items might be just a book-
keeping value. We are looking for the true value. But instead of
that suggestion, I think that we could add on line 25 of page 22 of
the bill these words:

Merchandise sold or offered for sale to an exclusive selling agent in the United

States who is financially independent of the seller shail be deemed to be freely

sold or freely offered for sale.

That is the additional suggestion that I did not have in the prepared
aper.

P The Cuamrman. Yes, sir.

Mr. Rancrirre. The second amendment that we wish to suggest,
and other witnesses have come to the same conclusion, is that we
believe that the importers should be permitted to retain their present
right to amend their customs entries.

An entry has to be made within 48 hours after arrival as a rule, and
even the bill itself in connection with the undervaluation duties men-
tions that the importer must furnish the appraising officers with in-
formation in his possession at the time of entry or which he can obtain
within a reasonable time thereafter. Well, if he does obtain further
information within a reasonable timeafter entry, under this bill, he
would not be able to correct his entry in line with that information,
and we feel it is quite important that the importers should retain
their right to amend their entries.

We also believe that a new subsection should be added in section
17 of the bill to provide a time limit of 120 days after the date of
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entry for the completion of appraisement, and 180 days after the
date of entry for appeals by the collector for reappraisement.

With the elimination of foreign value, we can see no reason why
4 months should not be an adequate time for the appraising officer
to find value, and complete his appraisal.

At the present time there is no such time limit, and appraisements
are sometimes withheld—we recognize it is due in part to foreign-
value delays—and they are often withheld for many months and
even for years, and that keeps an importer in a state of uncertainty
as to his final customs obligations.

We also believe that the matter of conversion of currency, to which
some witnesses at the House hearings and, I believe, here, too, have
objected because it would take the par values established pursuant to
the Articles of Agreement.of the International Monetary Fund,
should have attention. Some people feel that that is not a proper
procedure to have an international -body controlling any part of our
customs administration.

We would make a compromise suggestion, that the bill be changed
largely in the language of the present law, but eliminating the old-
fashioned mint par values, that is, the quarterly findings by the Di-
rector of the Mint as to the value of foreign coins in circulation.
That system was instituted by the act of February 9, 1793, and the
citation is First United States Statutes, page 300; and it is a very
ancient system. We believe that there should be a quarterly proclama-
tion now of the Secretary of the Treasury of those par values of the
International Monetary Fund which do truly represent the value of
foreign currency in commercial transactions.

Then we recommend that the present 5 percent variation rule be
reinstated, so that if the rate found daily by the Federal Reserve Bank
of New York should vary by more than 5 percent from that pro-
claimed value, then the Federal Reserve rate would be used as it
is today.

.We also object to one section—the last two sentences of .the new
section 522 (d) on pages 35 and 36 of the bill—relating to future
conversion of currency under some rules to be formulated by and
under an international agreement to which the United States is a
party. We think that is a little premature. Such an international
agreement does not now exist, and we believe it would be time when
there is such an agreement for the Treasury to come to the Congress
and suggest a suitable amendment of section 522.

One other suggestion is that the ancient system of a special duty for
so-called undervaluation should be eliminated. There are adequate
provisions in the law in section 542 of the Code, and in 592 of the
Tariff Act, to deal with fraudulent situations, and this system of a
special 1 percent extra duty for each 1 percent by which the entered
value is below the final appraised value is certainly obsolete.

The bill does amend section 489 of the tariff to make it more reason-
able in its application, but we see no need for it to be retained in there
at all.

In a report that the United States Tariff Commission filed in con-
nection with this bill on the House side, I have two very brief ex-
tracts, and they state:

It is curious that these complicated mechanisms bhad to be devised to enable

an honest importer to escape from a statutory snare which was based on condi-
tions which had long ceased to exist.
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They were making reference to the fact that when this system was
originated in 1818, the Government was in an inferior position com-
pared to the importer in getting information from foreign markets,
and also in the laws at that time, the burden of proof was on the Goy-
ernment, and the Collector of Customs was personally liable in case
he began an action that did not succeed. All those things have long
since been corrected, and the Tariff Commission, in conclusion said:

As a result of all these changes—
in the sitnation—
there would seem to be little present reason for automatic undervaluation duty.

We agree with that, and believe that the section 17 (d) insofar as it
relates to the undervaluation penalties should be eliminated.

Finally, we suggest that section 22 of the bill be deleted entirely.
That is the section that would convert certain processing taxes into
import taxes, and we believe that proposition does not involve any
measure of true customs simplification. It is just putting a present tax
in other form, and one of the reasons for our objections is that the
Tariff Commission would have to make a study and at some future date
determine what import taxes are suitable as the equivalents of the
present processing taxes.

There are just two other matters. We suggest a clarification of sec-
tion 11 which pertains to administrative exemptions.

It is clear from the report of the Committee on Ways and Means that
this section was never intended to encourage or even to permit the
establishment of a mail order business directly from foreign suppliers
to purchasers in the United States. In fact, I am reading from the
Committee Report No, 1089, by the Committee on Ways and Means to
the House on this bill, where it said :

It is the desire of the committee that the Secretary of the Treasury shall
exercise his authority under this section in such a manner that the section will
not be subjected to abuses by mail order businesses engaging in the direct ship-
ment of dutiable articles to purchasers in the United States.

In connection with that, the committee did amend the bill to put in
section 11 a provision that it should not be applied to c. o. d. trans-
actions. But there might be mail-order business, not necessarily on
the basis of c. 0. d., and I believe that section needs clarification because
we do not believe that a loophole like that should go without being
plugged up.

We also approve of the idea that the Tariff Commission should fune-
tion to establish injury or threat of injury in all countervailing duty
cases and in all dumping cases, and we oppose the Mundt amendment,
which was introduced as a separate bill, H. R. 5505—well, it is under
H. R. 5505, and it was introduced February 18, and that relates to
the extension to the export of any merchandise to the United States
in a processed or partially processed form at a more favorable rate
of exchange than is extended to exports of such merchandise in a raw
or unprocessed form. We feel that amendment represents too general
a formula. Multiple rates of exchange are too complex a subject, and
they have many ramifications, so this would put in the bill what we
believe to be an inflexible rule. It would not be workable.

Thank you. That concludes my statement.
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The Crairman. Thank you. Your full brief will go in the record,
and when the committee gets into executive session, why, we will be
glad to get into it.

Mr. Raporirre. Thank you, Mr. Chairman.

(The prepared statement of Mr. Radcliffe is as follows:)

TESTIMONY OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESIDENT, NATIONAL
('OUNCIL OF AMERICAN IMPORTERS, INC., ON THE CUSTOMS SIMPLIFICATION BILL
(H. R. 5505)

The customs committee of the National Council of American Importers has
taken advantage of the opportunity since the customs simplification bill, as
amended by the Committee on Ways and Means, was passed by the House of
Representatives last October to study II. R. 5505 thoroughly and objectively.
Our customs comuittee also made a rather comprehensive study of the testimony
presented by the witnesses who appeared at the House hearings representing
various interested organizations.

These witnesses, including myself, made a number of suggestions for additional
changes in our customs administrative laws that were not adopted by the Com-
mittee on Ways and Means. At this time, our organization will refrain from
pressing for consideration of the particular suggestions I advanced in my testi-
mony before the House committee—with one exception relating to a time limit
on appraisement—which is important to improved efficieney in customs procedure.

The position of the National Council of American Importers is that we strongly
favor the prompt passage of H. R. 5505 with such improvements as can be quickly
made, but we do hope that the Commmittee on Ways and Means and your com-
mittee will be willing to give consideration to further proposals for customs
simplification early next year. Any changes in our administrative laws that
promise to reduce unnecessary red tape, speed up customs business, or permit the

- importer to settle his obligations to customs with less delay and uncertainty,
certainly should merit the earnest consideration of the Congress in 1953.

H. R. 5505 will accomplish a great deal in this direction. It seems to be
generally agreed that the most important section of the bill is section 13 relat-
ing to value. The elimination of “foreign value” will take out a provision of our
present law that has been a constant source of trouble. The difficulties of ascer-
taining a value based on quotations made in a foreign country for merchandise
to be delivered at wholesale for consumption within that country under condi-
tions that often have little or no relation to trading in world markets must be
obvious. In day-to-day application, the use of “foreign value” has caused more
delays and uncertainty for customs officials and importers alike than any other
single provision of the present law. The use of “export value” as the primary
basis of valuation is, therefore, proper and workable. Export value represents
world market prices and our protective-tariff system contemplates assessment
of ad valorem rates of duties based on true values in the world markets. This
major change should prove a big step forward in the prompt and equitable
appraisement of imported merchandise which is subject to ad valorem rates of
duty. The alternative methods of value provided in section 13 which are to be
used when a satisfactory “export value” cannot be determined are designed to
result in appraisement at a value closely approximating the “export value.”
The new definitions of important terms in section 13 (h) should be of great help
in elarifying the technical meaning of the value section for the businessman and
should simplify administration.

We believe section 13 can be improved by the changes in wording which we
understand the witness representing the United States Council of the Interna-
tional Chamber of Commerce presented at these hearings last week. We concur
in the suggestions made by Mr. Allerton de C. Tompkins.

There is one very important change in the definition of the term “freely sold
or offered for sale” that we wish particularly to endorse. That is:

On line 18, page 22 of the bill, delete the word “all” and insert after the words
“purchasers at wholesale” the words “who are financially independent of the
seller”.

The purpose of these suggested changes is to remove a purely technical obstacle
which now exists to the application of “export value” to merchandise imported
by an exclusive selling representative of a foreign seller. The customs courts




198 CUSTOMS SIMPLIFICATION ACT

have he!d in effect that sales by a foreign shipper to an exclusive representative
in the United States are not “freely offered for sale to all purchasers.”

It is a very cominon occurrence for a foreign producer to appoint one or more
exclusive selling agents in the United States to promote the sale of his products.
Where the American selling agent is financially independent of his principal
abroad, there is no valid reason why the merchandise should not be appraised
on the basis of “export value.”

Furthermore, American importers often distribute their merchandise in the
United States through exclusive dealers in various sections of the country, and,
as the law now stands, it is not possible to use a “United States value” where
this method of distribution is customary unless similar merchandise is freely
offered to all purchasers by some other importer.

Some sections of H. R. 5505, other than the value section, which are endorsed
by importers as great improvements over the present law are: Section 3, which
repeals special marking requirements for certain metal articles which have often
caused undue expense and hardships without serving any useful purpose; sub-
sections 17 (d) and 17 (f), which recognize the final appraised value should be
controlling even if lower than the importer’s entered value; section 18, relating
to commingling of goods; section 10, providing for draw-back of duty on goods
received by an importer but not ordered by him, i. e., unsolicited merchandise;
and section 15, providing for informal entry of merchandise having an aggregate
value not greater than $250 rather than $100 as at present.

Other provisions of the bill are designed chiefly to streamline the work of the
customs service to increase efficiency and to decrease costs. During the past
several years there has been a chronic shortage of customs personinel, particularly
at the larger ports of entry, which has caused recurring log jams in clearing
goods through customs. Our organization is very much concerned over this
situation, and while these .new provisions may, in the long run, serve to relieve
this serious situation to some extent, we do not expect too much in the way of
release of manpower immediately. The several provisions of the bill designed
to facilitate the internal administrative work of the customs service are clearly
necessary and desirable. We believe, however, that section 11 of the bill, relating
to administrative exemptions, should be clarified to exclude any possibility of
duty-free mail-order shipments valued under $10 from foreign producers direct
to American consumers.

There are two subsections of the bill, 17 (a) and 17 (b), and two sections, 20
and 22, with respect to which our organization wishes to make specific recom-
mendations. In addition, we would respectfully suggest that a new subsection
17 (¢) be inserted in the bill to provide for a definite time limit of 120 days upon
the appraisement of merchandise. I should like to present these suggestions in
the order of the sections of the bill rather than in the order of the importance
we attach to them. '

Right to amend initial entry.—Subsection 17 (a) deletes language from section
487 of the administrative provisions which has long permitted the importer to
amend his original customs entry, which must be submitted very soon after the
arrival of a shipment in the United States. Such an amendment can be made
under existing law at any time before the goods are formally appraised. The
chief reasons at present why importers amend their entries are twofold : First,
if the importer finds that bis entered value was too high, he is bound, under sec-
tion 503 (a), by his entered value even though the appraised value is lower. The
present bill corrects this absurd situation. $econd, if his entered value was too
low, he is in danger of being subject to the so-called undervaluation duty of 1
percent of the final appraised value for each 1 percent that such final appraised
value exceeded his entered value. So the importer has every reason to amend
his original entries to correspond, as far as possible, with the appraised value.
By filing a written request prior to entry with the appraiser for information as
to proper value, the importer often receives the necessary information to enable
him to make these amendments of entries.

Section 17 (d) eliminates one reason for amendment of entry, namely that the
higher of the entered or the final appraised value shall prevail. Section 17 (b)
makes substantial amendments to section 489 of the tariff relating to the special
duty for so-called undervaluation. The extra duty of 1 percent is, however, still
imposed under this bill if the appraiser, the collector, and ultimately the United
States Customs Court are not convinced that the importer furnished all informa-
tion requested by customs officers which is relevant to value, and which is avail-
able to him at the time of entry or within a reasonable time thereafter.
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PFrom the testimony given before the Committee on Ways and Means, it is
clear that the Treasury Department holds the view that amendments of entry
will be entirely unnecessary under the new arrangement. In short, they say if
the entered value is too high, the importer will receive a refund without making
an amendment. If the entered value is too low, the special so-called undervalua-
tion duty will never be assessed unless the customs officials can establish be-
yond doubt that the importer deliberately withheld pertinent information re-
lating to value that was available to him when he made his original entry or
which he had shortly thereafter.

What has been entirely overlooked is that most importers when dealing with
customs, or any other Government tax-collecting agency, do not want any dis-
crepancy to exist between their obligations and their payments. While tech-
nically, the money turned over to the collector of customs at the time of a customs
entry is a deposit of duty, 9 out of 10 importers will say they made an entry
and paid the duty. It is for this reason that importers are surprised and dis-
tressed when they are called upon for the payment of additional duty months or
years later when the liquidation of the entry occurs. If an importer learns that
the deposit of duty he made.at the time of entry is insufficient to cover his
obligation on that particular lot of goods, he would much rather amend his entry
and deposit the additional duty required right away, than to put the extra
money in a reserve account on his books to be turned over to customs some time
later, especially if there is any risk whatsoever of an undervaluation duty being:
imposed equal to the entire amount of the additional regular duty to be collected..

In the past, amendments of entries have often been made because the appraiser
found a “foreign value” higher than the “export value” represented in the im-
porter’s earned value. With the elimination of ‘“foreign value,” such amend-
ments of entry will no longer occur, and occasions for amendment of entry will
be far less frequent than is now the case. The desired elimination of paper work
is sure to result from the deletion of “foreign value” rather than the revocation
of the right to amend entries. It seems to us very important that the right to
amend the original entry be retained so that when an importer finds that, for

one reason or another, his entered value is incorrect, he may adjust matters
promptly and deposit any additional duty due to the Government before the
appraiser has made his official report of value to the collector. Then things
will come out about even at the time the entry is liguidated. This also seems
in line with the pay-as-you-go principle of Federal taxation. Therefore, we earn-
estly suggest that H. R. 5505 be amended by inserting on line 17 page 27 of the
bill the following language: “and inserting in lieu thereof ‘or at any time before
the appraiser has made his report of value to the collector,” .

Duties on undervaluation—Paragraphs (a) to (c¢) of section 17 (b) of the
bill contain a proposed revision of section 489 of the tariff relating to penalties
in the fornr of special duties when the final appraised value exceeds the entered
value. The proposed revision is a great improvement over the harsh provisions
of the present law, but we demur on the entire proposition that a special duty
should be imposed whenever the entered value is lower than the final appraised
value. That proposition is based on the theory that some serious threat must be
held over the head of all importers to keep them honest when they make their
customs entries. The official analysis of this bill presented by the Treasury
Department states ““It is practically a necessity that the consequences of furnish-
ing incomplete and inaccurate information shall be sufficiently serious so that
the pecuniary interest of the importer is on the side of making it complete and
truthful” (p. 25, House hearings). This analysis also frankly states “However,
the task of the importer is a difficult one in the light of the fact that the legal
questions to be decided in determining customs value are many and complex, and
differences of opinion are frequent, while the facts which must be considered in
determining customs value are frequently not known to the importer and cannot
be ascertained by him” (p. 24, House hearings).

We know of no other instance where a taxpayer who makes a declaration of
value according to the facts known to him, or which he can ascertain, may be
subject to an extra tax equal to the full difference between the tax determined
by the Government after many complex legal questions have been decided and
the tax declared by the taxpayer. The importer’s entered value is invariably
the price he paid, or has agreed to pay, for his goods unless the appraiser indi-
cates to him before entry is made that a different value prevailed in the country
of exportation at the time of export.
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In cases where the entered value is actually fraudulent, there are ample pravi-
sions in section 542 of the United States Code, 1946 edition, supplement II, title
18, for personal penalties for customs frauds and in section 592 of the Tariff Aect
of 1930 for the forfeiture of goods entered by means of a false declaration. In
actual practice where a fraudulent entry is made, customs officers invariably
proceed under these provisions of the law rather than under section 489.

In the memorandum submitted on this bill by the United States Tariff Com-
mission, the origin of this special duty levied under section 489 is given:

“Additional duties for undervaluation have been on the statute books prac-
tically continuously since 1818. They originated at a time when the Government
was in a considerably inferior position vis-d-vis the importer in ascertaining
the ‘true value’ of imported merchandise for customs purposes. The imposition
of undervaluation duties was justified on the ground that the existing measures
for preventing and punishing fraudulent undervaluation were inadequate. For
example, the burden of proof was borne by the Government, and its ability to
prove a case of fraud depended largely on what assistance importers of products
other than the importer suspected of fraud might give to the Government, since
the Government had no adequate facilities for investigating abroad regarding
‘true’ market value of the goods under suspicion. Another handicap suffered by
the Government was the fact that a collector of customs who prosecuted an
importer for fraudulent undervaluation was personally liable in the event the
case went against him” (p. 237, House hearings).

The Tariff Commission’s memorandum then outlined the development of sub-
sequent legislation leading to the so-called duress entry and appeals to the
Customs Court for remission of undervaluation duties. The memorandum then
continued as follows:

“It is curious that these complicated mechanisms had to be devised to enable
an honest importer to escape from a statutory snare which was based on condi-
tions which had long ceased to exist. With the tremendous growth of this
country and the development of facilities for communications, the Government
was no longer in its former relatively helpless position in verifying customs
entries. Moreover, laws were changed so as to remove the conditions which
formerly made prosecutions for fraud almost futile. The burden of proof in
fraud cases was transferred from the Government to the importer; customs
officials were relieved of personal liability and in cases where prosecution for
fraud failed ; enforcement laws generally were strengthened; and the merchant-
appraiser system was abandoned and appraisement by official Government ap-
praisers substituted. As a resull of all these changes, there would seem to be
little present reason for automalic undervaluation duties or for the basis-of-
assessment rule” (pp. 237, 238, House hearings). [Emphasis ours.]

We respectfully subinit that there is no cogent reason for retaining undervalua-
tion duties, especially as the honest and cooperative importer under the proposed
revision of section 489 would still have the difficult burden of establishing that
he did furnish to the individual appraising officer all of the information pertain-
ing to dutiable value available to him at the time of entry or within a reasonable
time after entry. The individual appraising officer would also have some
difficult decisions to make as to whether or not the importer had supplied all
information requested. )

We, therefore, suggest that H. R. 5505 be amended _by changing lines 21 and
22 on page 27 to read: “Unauthentic Claim of Antiquity” and by deleting lines
23 to 25 on page 27, all of page 28, lines 1 to 18 on page 29, and by deleting “(d)”
on line 19 of page 29 of the bill. . .

Time limit on appraisement.—At the public hearings held by the Committee
on Ways and Means on this bill, witnesses represen‘ting‘a nulpber of organizations
were unanimous in asking for some limit on the time in which the appraisement
of merchandise should be completed. The present law sets no such limit and
appraising officers may delay the establishment of dutiable value for months
or even for years. In the past, much of the delay has been due to the difficulty
of finding a satisfactory “foreign value” and with thq e_hmmatlon pt: that troul_)le—
some method of valuation, it seems reasonabie to anticipate expeditious appraise-
m%lg.ertheless. an importer is entitled to know what his maXimum obligations
for customs duties will be within a reasonable time after the mer(;handlse has
arrived in the United States and has been entered. Most of the witnesses who
advocated a time limit agreed that 120 days after the.date of entry should be
sufficient for the completion of appraisement. In business, contracts must be
fulfilled by a definite date, and goods must be produced and delivered within a
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specified time. Customs duties are an element—and often an important one—
of an importer’s costs for merchandise. In order to calculate his costs and
establish his prices, the importer must known within a reasonable time after
‘be has made entry exactly what duty will be assessed by the customs appraiser.

We are convinced that, with the elimination of “foreign value,” appraising
officers should be able to ascertain dutiable value within 4 months after entry,
and it must be remembered that the collector has an additional 2 months to appeal
for reappraisement. With a 120-day time limit on appraisement, the Govern-
‘ment will have full protection for a 6-month period, and the importer will have
the certainty as to his final customs obligations to which he is entitled.

We, therefore, suggest that section 17 of the bill be amended by addmg a new
section (c) to read as follows:

“(c) Section 500 of the Tariff Act of 1930, as amended (U. 8. C., 1946 edltmn
Supp. II, title 19, sec. 1500), relating to the duties of appraising officers, IS
further amended by changing subsection (a) (5) to read:

“¢(5) To report his decisions to the collector within one hundred and twenty
days after the date of entry.'”

Section. 501 should also be amended to insert after the second sentence the
following : “Where the appraiser fails to report his decision to the collector within
the _period prescribed in section 500, the entered value shall become the final
appraised value and the period within which the collector may file a written ap-
peal for reappraisement shall be one hundred and eighty days after the date of
entry.”

Subsections 17 (¢) to (f) of H. R. 5505 should be redesignated as subsections
17 (d) to (g), respectively.

Conversion of currency.—Some witnesses at the House hearings objected to
section 20 of the bill because it would cause the operation of our laws respecting
the conversion of currency to be dependent upon an international organization,
namely the International Monetary Fund.

It seems generally agreed that the present use of mint par value as a primary
method of converting foreign currencies for customms purposes is obsolete, and
that the quarterly proclamations of such values by the Secretary of the Treasury
are meaningless. Therefore, conversion of currency for customs purposes has
for many yedrs past been made at the rate or rates certified by the Federal
Reserve Bank of New York as the buying rate in the New York market at noon
on the day of exportation. These certified rates are usually to the ten-thousandth
of a cent, or even to the hundred-thousandth of a cent. For example in the
yvear 1951, the rate certified by the Federal Reserve for the Belgian franc ranged
from 1,98208 cents to 2.00053 cents, while the par value established pursuant to the
articles of agreement of the International Monetary Fund remained constant at
2 cents.

American importers, customs brokers, and eustoms officers would prefer some
stability in the rate to be used in making calculations when converting foreign
currency into United States dollars for customs purposes. It would have been
far more satisfactory, for instance, to figure the Belgian franc at 2 cents all
through the year 1951 than to use a different fractional rate slightly above or
slightly below that figure from day to day, depending on the exact date of expor-
tation.

We recognize the validity of ihe objections that our system of conversion of
currency should not be controlled by an international organization and would,
therefore, recommend that H. R. 5505 be amended as follows: Delete line 24 of
page 33 and lines 1 to 14 of page 34, and substitute the following :

“(a) For the purpose of the assessment and collection of duties upon merchan-
dise imported into the United States, whenever it is necessary to convert foreign
currency into currency of the United States, such conversion, except as provided
in subsection (b), shall be made at the values proclaimed by the Secretary of the
Treasury as representing the par values, expressed in United States dollars,
of the several foreign currencies maintained pursuant to the articles of agreement
of the International Monetary Fund. The Secretary of the I'reasury shall pro-
claim such par values as he shall determine do reflect effectively the value of
that foreign currency in commercial transactions quarterly on the ist day of
January, April, July, and October in each year,

“(b) If no such par value has been proclaimeq, or if the value so proclalmed
varies by 5 per centum ‘or more from a value measured by the buying rate in the
New York market at noon on the date as of which conversion of currency is
required, the conversion shall be made at the buying rate for,” ete.
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- The word “listed” on line 19 and the word “list” on line 20 of page 35 should
be changed to “proclaimed” and “proclamation,” respectively.

We also suggest that section 20 (d) of the bill be amended to delete the pro-
posed provisions for future conversion of currency in accordance with rules to
be formulated pursuant to an international agreement to which the United
States is a party. Such a provision might well be considered.at some later date
as a further amendment to section 522 of our taritl if the United States does
in fact become a party to some such international agreement, and the terms
and rules governing the conversion of currency under that agreement are known
to the Congress and others concerned. IFor the present we recommend : Delete the
two sentences in seetion 20 (d) beginning with the word “When” on line 20 of page
35 and ending with “subsection (¢),” on line 8 of page 36. '

Conversion of processing taxes to import tazes.—Section 22 of the bill pro-
vides that certain processing taxes now imposed on the first domestic processing
of coconut oil and palm-kernel oil be changed to an import tax on copra, palm
nuts, and palm-nut kernels. When 1 testified before the Committee on Ways
and Means last August, I said that our organization was somewhat doubtful
that this section was desirable because it would shift the tax burden from the
domestic processor to the importer, and would involve a determination at some
future date by the Tariff Commission of the reasonably equivalent import tax
rate for the present processing taxes. Upon further study of the proposed
changes, we are convinced that nothing in the direction of customs simplifica-
tion would be achieved by the proposals in this section of the bill, and we
recommend that section 22 (pp. 37 to 41, inclusive, and lines 1 to 4 of p. 42) be
deleted.

To sum up, our organization advocates the prompt passage of H. RR. 5505 at
this session of the Congress with the following changes :

1. Section 13 (value) : Permit bona fide sales to exclusive selling representa-
tives who are financially independent of the seller to be used in determining
“export value” and “United States value.”

2, Subsection 17 (a): Permit importers to retain the right to amend their
customs entries.

3. New subsection 17 (c) : Provide for a time limit of 120 days after date of
entry for appraisement, and 180 days after date of entry for appeals by the
collector for reappraisement.

4, Subsection 17 (d) : Eliminate the ancient system of a special duty on so-
called undervaluation.

5. Designate subsections 17 (c) to (f) as subsections 17 (d) to (g),
respectively.

6. Section 20 (conversion of currency) : Authorize quarterly proclamations
by the Secretary of the Treasury of those par values of the International Mone-
tary Fund which represent the value of foreign currency in commercial trans-
actions. Reinstate the present 5-percent variation rule with respect to the pro-
claimed rates. Also eliminate provisions for future conversion of currency
under rules formulated by international agreement.

7. Section 22: Delete entire section relating to conversion of processing taxes
to import taxes.

The Caaryvan. Mr. Grinberg?

L3

STATEMENT OF P. IRVING GRINBERG, EXECUTIVE VICE CHAIR-
MAN, JEWELERS VIGILANCE COMMITTEE, INC.

Mr. Gringere. Thank you, sir.

The CuamrmanN. You mav be seated, and identify yourself for the
record, will you, please, sir?

Mr. Grinperé. My name is P. Irving Grinberg. I am executive
vice chairman of the Jewelers Vigilance Committee, with offices at
45 West Forty-fifth Street, New York, N. Y.

The Jewelers Vigilance Committee is representative of the entire
jewelry industry, inc]udinfg1 manufacturers, importers, wholesalers,
and retailers throughout the country. who produce and deal in all
types of jewelry and their component parts, watches, silverware,
et cetera.
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This petition is being presented on their behalf and is joined spe-
cifically by the New England Manufacturing Jewelers and Silver-
smiths’ Association, whose membership is Nation-wide. This is the
Jargest group in the country of manufacturing jewelers and silver-
smiths, and includes both large and small firms.

My remarks are directed specifically to paragraph 321.

The Jewelers Vigilance Committee did not learn of the proposal
o raise the level from $1 to $10 on duty-free mail shipments until
January 1952, after H. R. 5505 had been passed by the House. Other-
wise, protests certainly would have been filed with the House Ways
and. Means Comimnittee along the lines now presented to you. At the
outset it should be stated that our industry is wholeheartedly in favor
of any steps affecting all Government departments which would re-
sult in true economy, but the memorandum before you will show
that “to save at the spigot and waste at the bung” scarcely accom-
{ﬂishes that objective. It should also be stated that no request is
being made to place barriers on importations, but rather that the
present competitive position of American importers, manufacturers,
merchants, and labor on items under $10 be retained. All of the
results of increasing the level of duty-free shipments up to $10
should be considered—not only the savings in the administration of
the customs department; as to whether or not there would be a net
saving is seriously questioned.

The jewelry industry earnestly petitions that the limit of $1 on
duty(—ifree mail shipments be retained and not raised to $10 as pro-
posed.

Quoting from section 321 of the bill, subheading (2) (ec):

The purpose of this section is to avoid expense and inconvenience to the
Government disproportionate to the amount of revenue that would otherwise
be collected.

What is the net saving?

Quoting from a letter received from Mr. D. B. Strubinger, Acting
Commissioner of Customs, dated March 18, 1952:

The last estimate of the cost of processing of a mail importation was $1.59
per mail transaction.

Does this mean all mail imports, regardless of value since none is
stated? Mr. Strubinger indicates that this estimate was made approx-
imately 4 years ago and that the cost today is undoubtedly higher.

While it may well be expected that on some mail shipments up to
$10 the amount of duty would be less than the approximate $1.59 cost
of clearance, from the accompanying advertiseménts it would certainly
seem that in many cases duty alone would far exceed this cost. From
the report on the hearings, customs duties. were the only revenues
considered by the Treasury Department in presenting facts in connec-
tion with raising the level of mail shipments to $10.

If the present $1 limit were to be changed, in addition to the loss of
revenue from customs duties, it is suggested that consideration be
given to the fact that no excise taxes, either at the manufacturers’ or
retailers’ level, would be collected—a complete loss of revenue to the
Government from this source. Furthermore, because of duty-free
shipments, loss of business to .A\merican importers, manufacturers and
merchants would result in potential lessening of their income taxes.

98600—52——14
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It might also be appropriate at this time to call your attention to
the effect on employment in this country. Many lines are presently
facing unemployment, among them soft goods and costume jewelry.

Such unemployment would undoubtedly be increased, not only in
these two lines but in many others if duty-free shipments up to $10
were permitted. May we respectfully request that all of these effects
should be considered, in addition to the statements by the Treasury
Department.

Your attention is called to the four advertisements you have before

ou.

The first is a full-page advertisement of Richard Shops, 180 Regent
Street, London, England, taken from the February 24, 1952, issue of
the magazine section of the Sunday New York Times. The cost of
one insertion is $3,370. Please note that this English firm offers
straight skirts for $7.95, indicated approximate duty $2.50; flared
skirts for $8.95, indicated duty about $2.75; and matching stofe-capes
for $4.95, indicated approximate duty $2.50. In connection with this
advertisement, your attention is called to question asked by Congress-
man John W. Byrnes with reference to the proposal to raise the level
to $10, at the House Ways and Means Committee hearing, page 122
of the report.

Mr. BYrNES. Is that going to lead to mail-order business on items that run
under $10?

Mr. Philip Nichols, Jr., assistant general counsel of the Treasury
Department, replied :

Mr. NicHOLs. That is a question I am glad you asked. It is one that I havye
given a good deal of thought to and mind searching to. If the maximum ceiling
of $10 is permitted, we believe that there might be a mail-order business that
will spring up in some items. There are items that are dutiable at a fairly high
rate that are produced in Europe that are in demand by our citizens here, such
as woolens, and it might be profitable to set up a business along those lines.

The above-mentioned advertisement indicates that we are already
faced with the “woolen situation”; and with a duty to be collected,
how much greater that would be if it were duty-free?

The second advertisement appeared in the magazine section of the
New York Times, Sunday, March 16, 1952, and again on April 6.
Cherub (Mail Order), Ltd., 35 Hillside, London, England, offers a
doll called the Royal Princess for $7 plus as stated “You pay the
postman around $3.15 duty.” A single insertion cost $385.

The third illustration before you is a copy of one-half of the cover
gage of the Spring 1952 Catalog of Joyce Wells, Ltd., 6a Mount

treet, London, England, which has just been received by a consumer-
purchaser in New York and undoubtedly sent to many others in this
country. This catalog contains 12 pages—814 to 111/ inches—and
all but seven of the items—six of them clothing—priced under $10
each. Below the cover page, you will find copy of order slip accom-
p;_mymg the catalog, which depicts two pieces of plated silverware, one
piece offered for $8.59, indicated duty $2.04, and the other for $5.28,
indicated duty $1.21. (There are many items of silver both sterling
and plated, flat and hollow ware, which could be imported for under
$10.) Were these pieces to be sold in the United States, 20 percent
excise tax should be collected in addition to the duty. It may be pre-
sumed that considerable expense was involved in the printing and
mailing of these catalogs.
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Referring to Mr. Nichols’ cotnment quoted above that “it might be
profitable to set up a business along those lines (foreign mail order),”
the Richard Shops advertisement of woolen garments and the doll
presentation indicate that items under $10, dutiable at a high rate, are
presently being offered to the American consumer. From a business
standpoint, it would seem that foreign concerns spending large sums
for advertising expect a considerable volume of business, notwith-
standing the fact that in each instance the duties to be paid are men-
tioned. Undoubtedly, this type of business would be multiplied many
times were firms enabled to use the slogan “Duty free on shipments up
to $10.”

The fourth advertisement is presented as an illustration of how
displays of merchandise priced at less than $10 could be made in the
United States by foreign firms through traveling salesmen and other
means, and orders taken for shipment from abroad. From the fol-
lowing it might be expected' that American firms could establish
or take advantage of present foreign offices for shipping purposes
in order to meet the competition of duty-free items. The advertise-
ment indicates that it was inserted by Stanley Home Products. Inc.,
of Westfield, Mass., and Stanley Home Products of Canada., Ltd.,
of London, Ontario, and appeared in Life magazine, American edi-
tion, January 28, 1952, issue; cost $28,900 per single insertion, and
all of the items there illustrated are less than $10.

Sorfie of the serious effects of the tremendous potential growth in
this type of business must have been recognized in the House when
section 321 was being discussed, since the Secretary of the Treasury
was given the following power under the proposed bill :

If a mail-order business should spring up seriously reducing revenue collec-
tions on items ordinarily dutiable, action could be taken under the provisions
uflsection 11 to diminish the exemptions or provide exceptions to the general
rule.

While the Secretary of the Treasury could take appropriate ac-
tion, much time would undoubtedly elapse—the horses would have run
out of the stable long since—and much damage would have been done
to American importers, manufacturers, merchants, and labor in the
interim hefore action could be seeured. It certainly would be better,
we think, to prevent this situation instead of seeking relief after the
door has been opened to an inevitable increase in foreign mail-order
business.

In summation, it would seem that if the level is raised to $10, the
following results may be expected :

Net loss of revenue instead of saving :

(@) Duties on many packages up to $10 would far exceed the cost
of clearance, and it is possible that the average duty on all ship-
1ents up to $10 would also exceed the cost of clearance;

(5) Besides the Joss of excise tax, where applicable, both at manu-
facturers’ and retailers’ level;

(¢) Because of duty-free shipments, loss of business to American
importers, manufacturers, and merchants would result in potential
lessening of their income taxes.

Effect on employment : Many lines are presently facing unemploy-
ment problems, particularly soft goods and costume jewelry. These
would be increased if duty-free items up to $10 were permitted.
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In view of the above facts, on behalf of the thousands of jewelers
throughout the country, the plea is earnestly made that the present
value of duty-free mail shipments be retained at $1. .

Please accept thanks for the time allotted and for your kind
consideration.

(The documents referred to are on file with the committee.)

The Cuamrman. Thank you, sir, very much.

Mr. Gringere. Thank you, sir.

(The following letter supplementing the testimony of Mr. Grin-
berg was received for the record:)

JEWELERS VIGILANCE COMMITTEE, INC.,
New York, N. Y., March 25, 1952.
Hon. WALTER F'. GEORGE, .
Chairman, Committce on Finance,
Senate Office Building, Washington, B. C.

Drar SENATOR: Referring to our letter of January 30, 1952, and statement
which accompanied same with reference to H. R. 5505, the customs simplification
bill :

Based on additional facts which have since been brought to our attention, a
new statement has been prepared (copy enclosed), and we now take the position
that the level of $1 for duty-free mail packages should be maintained for all
items, not alone those subject to the retail-excise tax.

We would request that in considering our position in this matter, the enclosed
be substituted for our former statement. Your kind acknowledgment of Feb-
ruary 1 stated that you would have our letter and statement made a part of the
printed record of the hearings. We ask that you please substitute the en®losed
statement for that purpose as well.

Your earnest consideration is requested and will be appreciated.

With kind regards,

Sincerely yours,

P. IrvING GRINBERG,
Ezecutive Vice Chairman.

STATEMENT OF THE JEWELERS VIGILANCE COMMITTEE, INnc.,, WiTH RrEGARD TO H. R.
5505 (CusToMs SIMPLIFICATION BILL)

H. R. 5505, known as the customs simplification bill, has been passed by the
Ilouse of Representatives and is now before the Senate Finance Committee for
consideration.

Section 321—Administrative exemptions, heading (b) reads:

“(b) Subject to such exceptions and under such regulations as the Secretary
of the Treasury shall prescribe, articles (not including alcoholic beverages, manu-
factured tobacco, snuff, cigars, or cigarettes) shall be admitted free of duty
and of any tax imposed on or by reason of importation in the following cases:”

Subheading (1) applies to baggage accompanying an individual.

Subheading (2) reads as follows:

“(2) When the articles are imported otherwise than on the person or in the
accompanying baggage of an individual arriving in the United States and the
aggregate value of all articles in the shipment is not over $10 if the articles are
intended for the personal or household use of the consignee and not for sale, or $5
in any other case. The privilege of this subdivision shall not be granted to
any c. o. d. shipment or in any case in which merchandise covered by a single
order, or contract is forwarded in separate lots to secure the benefit of this
subdivision.”

“(¢) The purpose of this section is to avoid expense and inconvenience to the
Government disproportionate to the amount of revenue that would otherwise be
collected. Therefore, the Secretary of the Treasury is awthorized by regulations
{o diminish apy dollar amount specified heretofore in this section and to pre-
scribe exceptions to any exemption provided for in this section whenever he
finds that such diminutions or exceptions are consistent with the purpose above
stated, or are for any reason necessary to protect the revenue or to prevent
unlawful importations.”

House Report No. 1089 accompanying H. R. 550f, contains the following state-
ment in connection with section 321:
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‘“* % * jtis the desire of the committee that the Secretary of the Treasury
shall exercise his authority under this section such a manner that the section
will not be subjected to abuses by mail-order businesses engaging in the direct
shipment of dutiable articles to purchasers in the United States.”

Notwithstanding the fact that the Secretary of the Treasury would have
the authority to reduce abuses whieh might‘eccur should such mail-order business
get out of hand, it certainly would be better to forestall the necessity of relief
for American manufacturers and merchants by not opening the door to an in-
evitable large increase in foreign mail-order business.

Letter received from the Bureau of Customs dated March 18, 1952, indicates
that the last estimate of the cost of processing of a mail importation made about
4 years ago was approXimately $1.59 per mail transaction and would be some-
what higher today.

The following facts are called to your attention relative to the claim of the
Bureau of Customs that the cost of clearance of these small packages is more
than all duties and revenue obtained (quoting from the above-mentioned letter) :

“With respect to the items of the kind mentioned in your communication,
alcoholic perfumes are dutiable at the rate of 20 cents per pound and 1834 per-
cent ad valorem under paragraph 61, Tariff Act of 1930, as modified. Handbags
wholly or in chief value of leather (except reptile leather) are dutiable at the
rate of 20 percent ad valorem under paragraph 1531, Tariff Act of 1930, as modi-
fied. Other leather goods subject to retail excise tax are dutiable at rates rang-
ing from 1214 to 25 percent ad valorem depending upon their nature.”

It would seem that the duties would exceed the $1.59, or somewhat higher,
cost of per package handling; incidentally, no mention is made of the loss of
revenue to the Government on foreign mail shipments from the collection of
the 20-percent excise tax on these items if sold in the United States.

There are unlimited potentialities. A number of mail-order catalogs have
recently been received in this country from ahroad. Attention is specifically
called to two very recent advertisements taken from the New York Times maga-
zine section :

Attached hereto is a full-page advertisement (which cost $2,337.50 for one
insertion) of Richard Shops, 190 Regent Street, London, England, taken from
the February 24, 1952, issue. You will note that they offer straight skirts for
$7.95, flared skirts for $8.95, and matching stole capes for $4.95, and indicate
that customs duty of about $2.50 for the straight skirt, $2.75 for the flared skirt,
and $2.50 for the stole cape is to be collected by the postman.

In the March 16, 1952, issue, Cherub (Mail Order) Ltd., 35 Hillside, London,
England, offers a doll called the Royal Princess for $7 plus “You pav postman
around $3.15 duty.” Just to quote one item from catalog of Joyce Wells, Ltd.,
6a Mount Street, London, England, there is included among many other items
under $10 a chased flower bowl described as a Georgian period reproduction of
old Sheffield plate for $8.59 “pay United States duty, $2.04.”

Here are vivid illustrations of items where the duty alone far exceeds the
cost of handling, and are rather contrary to the statement taken from the above-
mentioned letter of March 18:

“From the foregoing, it would appear that the collection of customs duties on
shipments of these articles valued at not more than $10 per shipment would
seldom result in the collection of a revenue greater than the cost of collecting
the revenue.”

When a firm spends $2,337.50 for a single advertisement, it must expect quite
a volume of business.

The fact that foreign houses find it profitahle to advertise their mail-order
business stating duties to be paid, would indicate a tremendous increase in
this type of business, which eould be expected if the level were raised from $1
to $10 on duty-free mail shipments. Visualize the effect on the buying public
if the present statement “Duty to be collected by postman $____" were to be
replaced by the words “Duty-free.”

Referring to further statement in the March 18 letter of the Bureau of
Customs :

“However, if a mail-order business should spring up seriously reducing reve-
nue collections on items ordinarily dutiable, action could be taken under the
provisions of section 11 to diminish the exemptions or provide exceptions to the
general rule.”

In discussing this matter with officials of the Treasury Department it was
agreed that while the Secretary of the Treasury could take such action, much
time ‘would undoubtedly elapse (the horses would have run out of the stable
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long since) and much damage could be done to American labor, manufacturers,
and merchants in the interim before action could be secured.

In summation, it would seem that if the level is raised to $10 the following
results may undoubtedly be expected :

Loss of revenue:

(a) Duties to be collected would in most instances far exceed cost of ¢learance
by customs;

(b) Loss of excise tax, where applicable, both at retail and manufacturers’
level;

(¢) Because of duty-free shipments, loss of husiness to American manufaec-
turers and merchants would result in potential lessening of their income taxes
{0 be paid. .

Effect on employment: Many lines are presently facing unemployment prob-
lems, particularly soft gonds and costume jewelry. These would be increased
if duty-free items up to $10 were permitted.

In view of the above facts, on behalf of the thousands of jewelers throughout
the country we earnestly plead that the present value of duty-free mail ship-
ments be maintained at $1. In making this plea, we respectfully call your atten-
tion to the fact that to raise the level to $10 would create unfair competition
to labor and to manufacturers and merchants throughout the country who deal
in items up to $10. Furthermore, Congress has been asked to close tax loop-
holes ; raising the level to $10 would result in loss of revenue to the Government
instead of a saving in customs’ cost of operation, since the amount of duty, plus
excise taxes at the manufacturers’ or retailers’ level where applicable, and
in addition the amount of income tax which would be paid by American manu-
facturers and merchants would far exceed the cost to the Treasury of clearance
of these mail packages.

JEWELERS VIGTL.ANCE COMMITTEE, INC.,
New York, N. Y., March 21, 1952.
COMMISSIONER OF CUSTOMS,
Treasury Department, Washington, D. C.

(Attention of Mr. D. B. Strubinger, Acting Commissioner of Customs.)

Str: Thanks for your letter of March 18, in which reference is made to our
letter of February 11 in connection with our position relative to the proposed
amendment to section 321 of the Tariff Act of 1930, which would authorize the
Secretary of the Treasury to “permit importation by mail free of duty and
internal-revenue tax of articles (not including alcoholic beverages, manufactured
tobacco, snuffs, cigars, or cigarettes) when the aggregate value of all the articles
in a shipment is not over $10, if the articles are intended for the personal or
household use of the consignee and not for sale, or $5 in any other case.” From
additional information received since our letter of February 11, we believe even
wmore firmly that the level of duty-free mail packages should be kept at $1.

Your statement that ‘“the last estimate of the cost of processing of a mail
importation was $1.59 per mail transaction” and that it “is uwndoubtedly higher
now” is duly noted; also your comments on the duties applicable to alcoholic
perfumes and handbags:

“With respect to the items of the kind mentioned in your communication,
alcoholic perfumes are dutiable at the rate of 20 cents per pound and 183, per-
cent ad valorem under paragraph 61, Tariff Act of 1930, as modified. Handbags
wholly or in chief value of leather (except reptile leather) are dutiable at the
rate of 20 percent ad valorem under paragraph 1531, Tariff Act of 1930, as
modified. Other leather goods subject to retail excise tax are dutiable at rates
ranging from 1214 to 25 percent ad valorem depending upon their nature.”

It would seem that the duties would exceed the $1.59 cost of per package
handling, and incidentally you make no mention of loss of the revenue which
would accrue from collection of the 20-percent excise tax on these items if sold
in the United States.

There are unlimited potentialities; and mail-order catalogs have recently been
received in this country from abroad. We would specifically call your atten-
tion to two very recent advertisements taken from the New York Times magazine
section.

Enclosed herewith is a full-page advertisement (which costs $2,337.50 for one
insertion) of Richard Shops, 180 Regent Street, London, England, taken from
the February 24, 1952 issue. You will note that they offer straight skirts for
§7.95, flared skirts for $8.95, and matching stole capes for $4.95, and indicate
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that customs duty of about $2.50 for the straight skirt, $2.75 for the flared skirt,
and $2.50 for the stole cape is to be collected by the postman.

In the March 16, 1952, issue, Cherub (mail order), Ltd., 35 Hillside, London,
England, offers a doll called the Royal Princess for $7 plus. ‘“You pay postman
around $3.15 duty.”

Here are vivid illustrations of items where the duty alone far exceeds the cost
of handling ($1.59) and are rather contrary to your statement :

“From the foregoing, it would appear that the collection of custowms duties on
shipments of these articles valued at not more than $10 per shipment would
seldom result in the collection of a revenue greater than the cost of collecting
the revenue.” .

When a firm spends $2,337.50 for a single advertisement, it must expect quite
a volume of business.

Referrring to your further statement :

“However, if a mail-order business should spring up seriously reducing revenue
collections on items ordinarily dutiable, action could be taken under the pro-
visions of section 11 to diminish the exemptions or provide exceptions to the
general rule”—
it was my privilege to spend some time recently in the office of Mr. Charles R.
McNeill, Assistant General Counsel of the Treasury when among other things
we discussed the above. It was agreed that while the Secretary of Treasury
could take such action, much time would undoubtedly elapse (the horses would
have run out of the stable long since) and much damage could be done in the
interim before action could be secured.

In summation as we see it—if the level is raised to $10, the following results
may be expected :

Loss of revenue: In most cases the cost of clearance would he exceeded by
(a) the duties to be collected; (b) loss of excise tax, where applicable, both at
retail and manufacturers’ level; and (o) because of duty-free shipments, loss of
business to American manufacturers and merchants resulting in potential lessen-
'ing of income taxes to be paid.

Effect on employment: Many lines are presently facing unemployment prob-
lems, particularly Soft goods. These would be increased if duty-free items up to
10 were permitted.

I am frequently in Washington and shall take the liberty of telephoning to
your office in the hope that I may call upon you.

Very truly yours, .
, Executive Vice Chairman.

P. S.—The fact that foreign houses find it profitable to advertise their mail-
prder. business stating duties to be paid, would indicate a tremendous increase
in this type of business, which could be expected if the level were raised from
$1 to $10 on duty-free mail shipments. Visualize the effect on the buying public
if the present statement “Duty to be collected by postman § ” were to be
replaced by the words “Duty free.”

The Crairmax. The next witness is Mr. Wellman. All right, Mr.
Wellman.

STATEMENT OF ARTHUR 0. WELLMAN, PRESIDENT,
NICHOLS & CO., INC,

Mr. WeLLMaN. Good morning, Senator.

The Cramrmax. Good morning. You may identify yourself, M.
Wellman, for the record.

Mr. WeLLman. My name is Arthur O. Wellman, Senator; I am
resident of Nichols & Co., Inc., of Boston, Mass., worsted-top manu-
acturers, and I am a director of the National Association of Wool

Manufacturers.

Wool tops are a recognized commercial item. Fully two-thirds
of all the apfparel wool consumed in the United States is manufactured
Into top before it is spun into yarn for use in weaving or knitting.
' Topmakers buy wool all over the world, wherever it is sold at the
lowest price, and they bring that wool to a combing plant where it
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is sorted to grade, scoured, carded, and combed into balls ot top weigh-
ing about 10 pounds, ready for processing into yarn. In the fore-
going operations, defective and short-wool fibers are removed so that
the spinner has an organized and highly uniform strand of wool fibers
with which to work.

During recent past years the Treasury Department has announced
frequently that wool 1mports were the largest single source of customs
revenue, and for many of those years Nichols & Co., Inc., in the ca-
pacity of wool importers, has paid more duty than any other concern.
For example, for the 12-month period ending August 31, 1951, we
paid the United States Government over $6,000,000 in customs duty.

The topmakers in this country are deeply disturbed by the circum-
vention of congressional intent, as represented in the Tariff Act of
1930. This has become apparent in the growing importation of wool
top from foreign countries, particularly the Argentine and Uruguay.
These countries maintain multiple rates of exchange favoring the
export of this processed wool to this country. For example, in the
Argentine the rate of exchange for wool exports is 5 pesos to the
American dollar. On processed wools the rate of exchange is 71,
pesos to the dollar. Thus there is a bounty on the export of the top
equal cico 50 percent of the value of the raw wool from which the top
is made.

Evidence of the effect of these subsidies is shown in table 1 attached
to this statement which may be summarized by saying that from zero
in 1947 Argentine top entered here for consumption soared to 3,791,-
000 pounds in 1951. Likewise, top entering from. Uruguay mush-
roomed from zero in 1947 to 3,773,000 in 1951. 1In total, the inroad
amounts to 7,564,000 pounds in the short span of 5 years, or 4 years of
actual imports.

This committee has been told by Frank A. Southard, Jr., special
assistant to Secretary John Snyder that—

Movement of wool tops into this country in the past few months has stopped

completely or been exceedingly small.
Perhaps Mr. Southard has been too occupied on other important mat-
ters to realize that textile activity in this country for some time has
been badly depressed; that Congress and various Government agen-
cies are being urged to take unusual measures to stem this recession
in activity and increase in unemployment—especially in textiles. But
as to this matter of tops imports on which Mr. Southard spoke, let us
look at the record.

Official figures on arrivals of wool tops in this country (table IT)
show that in only 3 of the last 6 months of 1951 have tops imports
fallen below 1 million pounds a month. In January 1952, the latest
month published, they were back up over that million mark. The
great bulk is from Argentina and Uruguay, with the latter showing
the greatest strength from April of last year onward.

This fact takes on added importance when we examine the official
registration of bales sold to export from Montevideo. For the first
6 months of the current season, from October 1, 1951, to March 29,
1952, 13,296 bales of tops had been registered for export to the United
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States. As a bale of tops weighs about 550 pounds this means that
registrations are at the rate of over 1,000,000 pounds a month from
Uruguay alone. This is greater than the 1951 rate of imports ot
Uruguayan tops for consumption. There are many wool-textile oper-
ators in this country without jobs who would welcome this work and
be better American consumers for it.

It may be asked, why do we buy these foreign tops if their im-
portation has undesired effects on textile operations here. In answer
to that I submit the case that Senator O’Mahoney has reported to you
and Government agencies concerned. Fifty thousand pounds of wool
were offered at a clean-basis price of $1.42 a pound or the buyer could
purchase an equal weight of wool tops at $1.41 per pound. The cost
of converting wool tops was then about 48 cents a pound. Gentlemen,
if you were operating in a highly competitive market which would
you buy ?

I have shown you the impressive extent to which our markets are
being invaded by foreign products subsidized in their export by mul-
tiple-exchange rates. I have given you an illustration of the distor-
tion of values resulting from such bounties. These place it beyond
the power of one operating in a competitive market to ignore. In
closing, I would like to show how you, the Congress, can reassert its
original intent and proper authority in this matter.

The bill before you, H. R. 5505, in section 2 (c) contains two pro-
posed amendments to section 303 of the Tariff Act of 1930. We re-
spectfully urge that you accept the first amendment—page 2, lines
11 through “imposed on the merchandise.” on page 3. line 2—and
reject the second commencing on line 2 of page 3 with the words
“Such countervailing duty shall” through line 15 of that page.

The effect of this action would be to make unequivocally clear con-
gressional intent respecting the use of countervailing duties to offset
bounties or grants directly or indirectly bestowed by foreign inter-
ests upon their exports which are subject to duty as United States
imports. There is strong indication that this relatively simple
scheme of multiple exchange rates, in the light of the Treasury De-
partment’s reluctance to act, is proving a contagious method of cir-
cumventing, if not negating, our tariff. This action would also elim-
Inate the insertion of the policy of “locking the barn after the horse
is stolen.” If it takes Treasury years to find a “bounty” in multiple
rates of exchange, how dangerously long will it require to determine
that an American industry is “injured” or “retarded”?

Finally, if the above suggestion does not win your approval, we
urge you strike out section 2 (c) of H. R. 5505 in 1ts entirety.

That part of section 2 (¢) which would be deleted reads as follows:

Such countervailing duty shall be imposed only if the Secretary of the Treas-
ury shall determine, after such investigation as he deems necessary, that an
industry in the United States is being or is likely to be injured, or is prevented
or retarded from being established, by reason of the importation into the United
States of articles or merchandise of the class or kind in respect of which the
bounty or grant is paid or bestowed. The exemption of any exported article
or merchandise from a duty or tax imposed on like articles or merchandise when
destined for consumption in the country of origin or exportation, or the refund-

ing of such a duty or tax, shall not be deemed to constitute a payment or bestowal
of a bounty or grant within the meaning of this section.

NN
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(The tables referred to are as follows:) ¥

TABLE 1.—Imports into United States for consumption of wool and hair tops from
Argentina, Uruguay, and all countries

(In thousands of pounds]

Year Argentina | Uruguay Both co?lmges Total
None None None 264 64
137 27 164 3,770 3,034
206 230 436 1,759 2,195
1, 590 1,078 2, 666 1, 539 _4, 205
3,791 3,773 7,564 2,837 10, 401

TasLE 11.—General imports into United States of wool and hair tops

[In thousands of pounds]
From—
Period Total
Argentina Other
and Uruguay| countries
LT R £ ) U 807 |- .9 1,176
August___ . 862 250 1,112
September.__ 633 131 764
October__._. 596 488 1,084
November.. 460 108 566
December. . ..., 435 108 ¢ 633
192 — T AUArY oo 819 194 1,013

8ource: Boston Wool Trade Association, special Bureau of Census tabulations,

Mr. WeLLman. Mr. Chairman, you probably wonder why I am
appearing here today, since I have progably been the largest buyer
of these tops in South America. I have made some money on them,
but I think the currency manipulation should be eliminated because
it is throwing our employees out of work. )

These tops are coming in in such a big way that it has depressed
the textile business terribly. I think it is more to blame for the de-
pression in the textile business than anything today, and should be
stopped if there is any possible way of doing so.

The Caammman. Thank you very much, sir.

Senator BurLer. Mr. Wellman, evidently you read the testimony
that was given by a representative of the Treasury Department the
other day?

Mr. Wereman. Yes, sir.

Senator BuTLer. I questioned him about how long it was going to
take them to establish a countervailing duty. :

Mr. WeLLMAN. Yes, sir.  We are very much upset about it. Cer-
tainly, for your information, I do not believe this has been breught
out anywhere, but Uruguay can make 50,000,000 pounds of tops a
year, and Argentina can make another 50,000,000. The total of these
two 1s half the amount that is made in this country. In other words,
they could throw half of our employees out of the combing business
in the textile industry in America if this is not stopped.

Senator Butrer. Thank you.

The CrairmaN. Thank you very much, Mr. Wellman.

Mr. WeLLmaN. Thank you, sir.

The CuarMaN. Mr. Altschuler. You may be seated and identify
yourself for the record.
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STATEMENT OF BENJAMIN M. ALTSCHULER, COUNSEL, CUSTOMS
BROKERS AND FORWARDERS ASSOCIATION OF AMERICA, INC.

Mr. ALtscHULER. My name is Benjamin M. Altschuler. I am here
as counsel for the Customs Brokers and Forwarders Association of
America, Inc., whose address is 8 Bridge Street, New York.

I have already delivered to the clerk a written statement which I
‘would like to have entered into the record.

The Cumamrman. It will be entered in full, yes; it will be entered
into the record.

Mr. AutscHULER. And I should like, in addition thereto, to make
some brief comments. .

The CuairMAN. Yes, sir; we will be glad to hear you.

Mr. AvtsoHuLER. The Customs Brokers and Forwarders Associa-
tion of America has a membership of over 400.

They are located in all of the principal ports of the United States.
A customshouse broker is the first person outside of the Government
who deals with merchandise when it arrives in the United States,
and as foreign freight forwarders they are the last people outside of
the Government representatives who deal with merchangise' exported.

They are, therefore, very much concerned with any legislation or
procedure that touches upon the import or export of merchandise.

As an association they endorse many of the provisions of this bill.
The purpose of the bill, a stated by the Treasury Department, is to
simplify the operation, to reduce expenses, and to reduce the delay
incidental to administration, and to eliminate inequities which would
add to the difficulties of enforcement.

Customshouse brokers favor these principles, but although the asso-
ciation favors many of the provisions, it finds that there are some
which need modification or amendment. .

First of all, I would like to speak of section 13 of the bill, which
deals with value. -

Now, the bill proposes the elimination of foreign value as a basis
for determining value.. Our association favors that, but we do be-
lieve that this section is faulty in that it does not set a definite time
limitation for the appraiser to appraise his merchandise.

Under existing law and under this proposed amendment, the ap-
praiser of the United States can take as long as he likes, and when
I say as long as he likes, as much as a dozen years if he cares to, to
appraise an importer’s merchandise, and it happens in many cases
that an importer has distributed his merchandise and it has been
consumed long before the appraiser determines what the value is.

Now, we say that particularly with the elimination of foreign value
as proposed in this bill, the appraiser of the United States Customs
Service ought to be able within some time limitation, be it 4 months
or 5 months or 6 months, or whatever you gentlemen feel is right,
he should have some limitation on the time during which he should
appraise.

Senator BurLer. That appeared to be the only explanation that the
"['reasury representative had the other day in reply to my questions
about their not establishing a countervailing duty, because they had
not been able to establish a value.

Mr. AvrscnuLEr. Well, we think that there comes a time when he
has to “fish or cut bait.” We do not think he can do any more in
6 years than he can do in 6 months.
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The second proposal that we think is necessary in connection with
this section 13 is that the appraiser should be obliged to state in his
appraisement what is the basis of his value, that is, whether it is
export value or United States value or comparative value: that the
importer should not have to guess at what the appraiser did as his
basis of value.

After all, this is a fair dealing, and there is no reason why the
appraiser should not say to the importer, “I have appraised your
merchandise on the basis of export value,” or “I have appraised your
merchandise on the basis of United States value.” There ought to be
no secret about it. ' .

Now, the second problem which I would like to take up is the one
under section 17 of the proposed bill. Under that proposal the Treas-
ury Department would do away wth the present right of an importer
to amend his entry, but would retain duties for undervaluation albeit
in a different sense than it retains it now.

We feel that it is not fair to an importer to say, “Once you have
filed your entry, which must be done within 48 hours after importation,
you may never come in and file an amended document, even though
you have information showing that the information which you first
gave to the Government was not correct.”

Whether the new information is favorable to the Government or to-
the importer makes no difference. He should be permitted to put in a
document filed with the Government his amended-figgures.

It is true that under the proposal he ecould come and tell the Gov-
ernment about it, but he wishes to put himself on record so there can
be no mistake about it.

In the same section the Government proposes to retain the duties:
for undervaluation although they are not referred to in the Tariff Act
as penalty duties—they are—and there is no ceiling on them.

Now, we believe it is entirely unnecessary to have these penal duties,
and I should like to refer you to the statement of Assistant Secretary
(Graham on page 7, in which he states:

Of course, if there is actual fraud, other provisions of the customs laws can
be invoked—
and that is our position.

If the man has been honest, then there is no reason for imposing-
penalties, penal duties. If he has been dishonest, there are other ad-
ministrative and criminal provisions under which he may be punished
and we, therefore, think that these penalty duties under section 489
should be eliminated entirely.

Now, the third proposal we wish to make is in connection with section
15 of the proposed bill which deals with certified consular invoices and
informal entries, and I would like to emphasize there, both from ex-
perience as a former Government officer in the Treasury Department
and from experience representing importers in the customs service
and this Brokers Association, that it would be faulty to raise the ceil-
ing from $100 to $250 under which importers may enter their goods
in an informal basis.

With modern methods of transportation, with airplanes bringing
cargo daily, a man could do quite a business in having shipments up
to $250 arrive and have-them entered informally-without any consular
invoice. An informal entry is one where the inspector does the whole
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job at the pier or at the airport, and it does not have the same safe-
guirds as a formal entry.”

We think it is manifestly unfair that importers of larger shipments
should go through the formal entry, and importers who bring in many
shipments of less than $250 do it in an informal way.

I have a letter here from one of our members on one of the borders in
which he writes:

A large client of ours frequently ships small samples of one of his products.
The material has been given three different classifications on Forms 5119.

That is the informal entry.

Though customs laboratory analysis of iarge importations entered formerly
has established as proper a fourth and different classification, the inspectors
making these informals continue to use the several others despite our protest.
The shipper cannot understand how the same product can carry duty at 614
percent up to 25 percent, and that his own truck driver seems to be able to get
lower rates makes him wonder if we are treating him carelessly.

That ig the Canadian baygder ¢r Mexican border situation, where a
truckman brings along at 'Tghe present time a shipment under $100 in
value and enters it informally and he gets a different rate of duty and
a different value than someone who makes a formal entry. Now we
say increasing that to $250 will only multiply the mischief.

There are just a couple of more things which I wish to speak about,
and one of those is we understand the Customs Bar Association has
proposed in its statement that a provision be written into this law
compelling the deposit of duties where there is an appeal to the ap-
praisement made by the appraiser.

Now, we feel, as a brokers asspciation, that it is very salutary to have
all duties deposited as soon as it is determined that they are or may be
due. We think this is consonant with the pay-as-you-go-along plan in
income taxes, and we think that it is always helpful for an importer
to have paid his duties before he sells his merchandise so that he knows
in pricing his merchandise pretty well what it is going to cost him
and, therefore, we favor the deposit of duties with the Government as
soon as the Government has estimated or calculated that there are any
more duties due.

One other matter which I would wish to mention, and that is in con-
nectiop with section 18 of th¥ proposed bill, amending some of the
draw-back provisions. There are limitations of 1 year and 3 years,
respectively, in those provisions, and we ask that those limitations be
increased to 3 years and 5 years, respectively, giving the importer a
longer time wtihin which to process his goods and export them.

Thank you very much, gexntlemen,

Senator Jounson (presiding). We thank you, sir.

Any questions?

(The prepared statement of Benjamin M. Altschuler is as follows:)
STATEMENT OF BENJAMIN M. ALTSCHULER A8 COUNSEL FOR THE CUsTOMS BROKERS

AND FORWARDERS ASS8OCIATION OF AMERICA, INC., ON THE CUSTOMS SIMPLIFICA-
TION Act oF 1951 (H. R. 5503)

- My name is Benjamin M. Altschuler. I am a member of the firm of Alt-
schuler & Morrison, attorneys, 39 Broadway, New York 6, N. Y., and I am counsel
to the Customs Brokers and Forwarders Association of America, Inc., of 8-10
Bridge Street, New York 4, N. Y. I am making this statement as their repre-
sentative. -

This association, on whose behalf I am making this statement, was organized
over half a century age.aud now consists of more than 400 members, all of whom
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are either licensed customhouse brokers or experienced foreign freight for-
warders. Its members are located in most of the principal ports of the Nation.
This association is deeply concerned with legislation atfeeting the foreign trade
of this country. The members of this assoc ation are agents of importers and
exporters of commodities to and from all parts of the world. As customs brokers,
they are the first ones to act on behalf of the importers in connection with the
merchandise arriving from abroad. Foreign trade is the lifeblood of the mem-
bers of this association, and anything atfecting foreign trade is of prime interest
to them?

The Supreme Court of the United States has stated that “the business of a
customhouse broker is related to the process of foreign commerce,” and “the
customhouse broker, in clearing shipments, aids in the collection of customs
duties and facilitates the free flow of commerce betwee na foreign country and
the United States.” .

The purpose of the bill, as stated by the Treasury Department in its analysis,
is to amend the Tariff Act of 1930, as amended, in order to simplify its opera-
tion, to reduce expenses and delay incidental to its administration, and to elim-
inate ineguities which add to the difficulties of enforcement. With all of these
good principles and purposes, we are in accord. It is the customhouse broker
who, day after day, has to carry the load of finding his way through burdensome
tariff laws and regulations. Anything which lightens that burden will be
helpful. While we are in favor of many of the propogsed provisions of this bill
and urge their enactment into law, we must definitely suggest that some of
the proposals will invite great difficulties and problems and will result in more
headaches for the customhouse broker and the importers. We also believe that
in some of the provisions, further simplification and reform is needed.

Section 10 of the proposed bill deals with certain amendments to section 313
of the Tariff Act of 1930 as amended. With these proposals we are wholly
in accord.

We propose, in addition thereto, that section 313 (b) be amended by substituting
the phrase “within a period not to exceed 3 years™ for the phrase “within a
period not to exceed 1 year.” '

We also propose that section 313 (h) be amended hy .substituting the phrase
“within 5 years” for the phrase “within 3 years.” }

Section 13 of the proposed bill: We feel that the proposal to eliminate “foreign
value” as a basis for determining value is entirely a matter for congressional
policy, but we do believe that in two following respects the proposal is defective :

(1)’ The appraiser should definitely state in his final appraisement what was
his busis of value, i. e., “export value,” “United States value.” etc. '

(2) There should be a definite time limitation within which the appraiser
should complete his appraisement. The failure to have such a time limitation
makes it virtually impossible for an importer to calculate his costs in many cases
until long after the merchandise has been sold and consumed.

Section 15 of the proposed bill: We are vigorously oppused to the proposed
changes in this section because they will permit certain importers of certain
commodities to carry on their business with customs in an informal manner,
while their competitors go through formal procedure. We have no objection
to lessening the formality on noncommercial shipments, but we definitely op-
pose lessening the formality on commiercial shipments regardless of value. With
modern means and speed of transportation an importer could do quite a large
import business with individual shipments in value not greater than $250. If
no consular invoice is required, and no formal examination and appraisal by the
appraiser, that importer's duty payments would depend upon a single inspector
and his individual shipments might well be different in appraised valye and
even in classification from those entered formally by his competitors. Like-
wise, at the borders of the United States, where truckmen who are not common
carriers are permitted to make entry of goods belonging to other persons, under
existing customs regulations, there is an opportunity for considerable abuse
of the customs process which will only be amplified by increasing the ceiling
on informal entries from $100 to $250. )

Section 17 of the proposed bill: This proposed section eliminates amendment
of entries and deals with duties on undervaluation. The proposal which would
abolish the right of amendment of an entry under any circumstances once an
entry has been made is too harsh and is entirely unnecessary. There are
situations where, from the point of view of the Government, of the customhouse
brokers, and of the importer it would be salutary to_permit amendment of
entries. Without-the right to amend the entry, the adgitional duties provided
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for in this section may well be imposed on an innocent person who, if permitted
to amend his entry, could have avoided these additional duties and yet paid
to the Government what was lawfully due.

We believe that the concept of additional duties is wrong and it should be
discarded entirely. If there is an honest dispute between an importer and the
Government, the dispute should be resolved in the proper forum without any
penalty. If an importer is fraudulent or deceptive, there are other provisions
in the law which amply punish him, either through criminal presecution or
¢ivil penalties against him personally or against the goods imported.

We believe the above-mentioned observations are of great interest to the
entire importing community and it is for this reason that we respectfully present
them to the attention of this committee.

Senator Jorunson. Mr. Max Berkowitz, National Authority for the

Ladies’ Handbag Industry. You may proceed in your own way.

STATEMENT OF MAX BERKOWITZ, CODIRECTOR, NATIONAL
AUTHORITY FOR THE LADIES’ HANDBAG INDUSTRY

Mr. Berkowirz. Mr. Chairman and gentlemen, my name is Max
Berkowitz. Iam a director for the National Authority for the Ladies’
Handbag Industry, a national trade association of handbag manu-
facturers. There are 250 handbag manufacturers in our orgnization
and they produce approximately 70 percent of the total production of
handbags in the United States.

We have appeared before this committee on several occasions in the
past, and have always received the most considerate and courteous
attention for which I wish to sincerely thank you.

The two major problems confronting the handbag industry today,
and for the past few years, are the 20-percent excise tax on handbags
and the importation of handbags from foreign countries. These two
problems have been the subject of many industry-wide meetings, for-
mation of committees, and considerable other'activity to combat and
eliminate the havoc, unemployment, and insolvency that has been
wrought by these two problems.

We have appeared before congressional committees before, on each
of these subjects, separately, and have shown by conclusive facts and
figures that each in its own way has contributed to creating a depres-
sion in the handbag industry. Together, the excise tax and the im-
ports, combine to make an insurmountable obstacle to operating a
profitable business. The handbag industry has shrunk from 800 firms
doing a wholesale volume of $200,000,000 in 1946 to 500 firms doing
$135,000,000 in 1951.

The firm that shows a profit in the handbag industry is a rarity.
This deplorable condition, which is a sad commentary on the American
business scene, is directly attributable to the inequitable, unsound. and
discriminatory features of the 20-percent excise tax and the reduction
of the rate of duty.

This committee is fully familiar with both of these matters, and 1
feel certain, were it not for the far more important considerations of
international events, and national safety and stability, each of these
problems would have received favorable consideration from this
committee before.

The excise tax and the importation of handbags each have been an
enigma to the industry, as I have said. Now, along comes the customs
simplification bill, sectlon 321, and in one, neat little package, all tied
up with a pink riLbon—we have all the most undesirable features of
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the excise tax and the importation problems, coming into being, with
greater force and impact, than we thought possible. Section 321 ¢onr-
pounds the felony of the tax and the imports.

Raising the exemption level from $1 to ‘10 on duty-free ship-
ments, as provided for in section 321, falls particularly hard on the
handbag industry.

Handbags have always been bought as gift items. Statistics on
the sale of handbags by retailers show the largest percentage of hand-
bags are sold for Christmas, Easter, and Mother’s Day. The excise
tax has greatly reduced the sale of handbags for gift purposes. Women
prefer to put the amount equal to the excise tax they would have to
pay on a handbag into some other apparel accessory that is not taxed.

Incidentally, the handbag is the only item of women’s apparel,
with the exception of fur coats, that is subject to the 20-percent excise
tax. Raising the exemption to $10 will place the domestically pro-
duced handbag at a decided disadvantage as compared with the for-
eign-made handbag sold through mail order, at gift seasons. The
foreign handbag, not being subject to excise tax and duty, would be
so much cheaper than a comparable American handbag that the little
business we do around Christmas, Easter, and Mother’s Day would
alsobelost. Ifitweren’t for thesethree selling periods there wouldn’t
be a handbag industry at all. There are enough obstacles and hard-
ships facing the industry now, please let’s not add another one—a
disastrous one.

‘We don’t know what the quantities and what the dollar value is
of the handbags that are imported free of duty as passengers’ bag-
gage,. We believe that it is very considerable and represents a very
serlous inroad to the American handbag industry. Although our
product is at a disadvantage, as compared to other commodities, be-
cause of the excise-tax burden, we have felt there is little that could
be done in this regard. Travelers abroad, and to South America,
will always buy souvenirs and other commodities competitively priced
and bring them into the country duty-free within the limitations
provided.

However, raising the exemption from $1 to $10 on articles imported
otherwise. than on the person or in the accompanying baggage of
an individual arrivine in the United States will be an open invitation
to: circumvent the present $500 limitation on articles brought in on
the person. When the limitation is $1, a woman could not consider
the purchase of a handbag and mail it into the country. Raising
it to $10 makes it practical, feasible, and worth while, particularly
as to handbags, since a recent analysis of the average value of im-
ported leather handbags shows that the average value of handbags
from Guatemala for the year 1951 was $3.33; from the United King-
dom, $5.59; from France, $7.09; from Italy, 6.19. If it is raised
to $10, a woman could buy a handbag for $10 each in France, Italy,
Spain, and England, have each purchase shipped separately into the
United States and not be required to pay any duty on these handbag
purchases.

I would like to quote from subheading (2) of section 321 which
would make this possible: ’

When the articles are imported otherwise than on.the person or in the accom-

panying baggage of an ind_i\'idual arriving in the United States and the aggre-
gate value of all articles in the shipment is not over $10, if the articles are



CUSTOMS SIMPLIFICATION ACT 219

intended for the personal or household use of the consignee and not for sale, or
$5 in any other case. The privilege of this subdivision shall not be granted to
any c. o. d. shipment or in any case in which merchandise covered by a single
order or contract is forwarded in separate lots to secure the benefit of this
subdivision.

Multiply this situation by the great number of other commodities
that are sold for more than $1 and less than $10 and you have a con-
dition, that to a great extent will nullify the Government’s intention of
limiting articles brought in on the person up to $500 duty free.

Under subheading %C) of section 321 the Secretary of Treasury is
authorized to diminish the $10 to a lesser amount whenever there is
an abuse of this privilege. This is what I would call a “little escape
clause.” All of you are familiar with the extreme features of the
escape clause under the general agreement on tariffs and trade and
know that it is most difficult, to put it mildly, to have the escape
clause invoked under the general agreement. The escape clause in this
bill will be just as difficult and impractical after the damage has been
done.

In the past few years a great deal of reptile, alligator, and other
leather-handbag business has been lost to Argentina, Guatemala, and
Cuba. The duty on reptile handbags is 1714 percent and on leather
20 percent. However, by virtue of a trade agreement with Cuba,
Cuban products are entitled to a 20-percent preferential rate and so
the rate on reptile handbags from Cuba is 14 percent.

It is interesting to note what this preferential treatment on duty
has meant to the handbag industry. In 1939 here were less than 500

pieces imported into the United States from Cuba. In 1950, there
were 84,239 reptile handbags valued at $534,156 imported from Cuba.
This would make the average value about $6. Raise the $1 limitation
to $10, under section 321, and a mail-order business will spring up
that will make it impossible to compete with Cuba. The preferential
duty is bad enough, add to this—not subject to the 20-percent excise
tax, and the domestic product hasn’t a chance.

It is our understanding that the reason for the change from $1 to
$10 is because a saving of $1 per package is involved as this is the
approximate cost-of-customs clearance. As concerns handbags, there
would be no savings, but rather a loss since as I said before, the average
value of leather handbags imported from Italy in 1951 was $6.19,
which would make for a duty of $1.23; from France $7.09, which
would make for a duty of $1.41; from the United Kingdom $5.59,
which would mdke for a duty of $1.11. These are the principal Eu-
ropean exporting countries. At the 20-percent rate of duty which
applies in this case, and 20-percent excise tax instead of a saving, there
would be a loss to the United States. This is a case of penny-wise
and pound-foolish.

The handbag industry is a small-business industry. There are no
defense contracts in the industry. Congress has declared it to be in
the national interest that small business be preserved as a vital force
and basic element of the national economy. The excise tax, imports,
and bad business generally, in the soft-goods industries, have been
whittling the handbag industry and gnawing at its vitals. While rais-
ing the limitation from $1 to $10 is not a momentous thing in itself, it
is an important factor to a distressed industry. It portends greater
instability and chaos.

98600—52——15
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I have given you the handbag manufacturers’ views on this matter.
I cannot believe it is sound policy to simplify things, at the sacrifice of
an American industry.

We are confident that this committee will not force these undesirable
results to come to pass. We respectfully urge that the current $1
limitation on duty—frl)'ee shipments remain untouched.

Thank you, sir.

Senator JornsoN. Thank you. You have presented your case very
well, Mr. Berkowitz.

Mr. Berkowrrz. Thank you, sir.

Senator JorNson. Mr. Benjamin Shapiro, National Handbag and
Accessories Salesmen’s Association, Inc.

Mr. Shapiro, you may proceed in your own way.

STATEMENT OF BENJAMIN SHAPIRO, PRESIDENT, NATIONAL
HANDBAG AND ACCESSORIES SALESMEN’S ASSOCIATION, INC.

Mr. SuaPiRo. Thank you, sir.

My name in Benjamin Shapiro, and I am president of the National
Handbag and Accessories Salesmen’s Association.

Senator Jounson. You may be seated.

Mr. Smapiro. I am also vice president of the National Council of
Wholesale Salesmen. Our headquarters are at the Warrington
Hotel, 161 Madison Avenue, New York City.

I am a salesman, and I have not prepared an address. I, perhaps,
if necessary, will file one.

I want to record the feelings of our organization relative to section
321 of the bill, House bill 5505.

We are opposed to it, and there are certain things that are of interest
to us.

In the first place, the purpose of increasing the amount of duty-free
goods to $10, they say 1s because the cost of handling, and so forth,
is excessive. Why don’t we raise some service charge for handling
these goods and balance it instead of trying to look for more business
and lose more money? That isthe way it occurs to me.

Then there is another thing that I do not understand. The bill
say that one package per day is the limit. What is the idea there?
Does Congress think that people are going to buy more than one
package a day? Ido, and no doubt they will. Everybody in America
senses a bargain, and if we can get it for less over om the other side,
we are going to buy it. : )

Now, let us see what the effect is. I just thought that I might tell
you, and I have brought along, and I ask that it be left with the com-
mittee, a catalog of Montgomery Ward. Montgomery Ward does a
business of a billion and a quarter, and not all of it is mail order.
They have retail stores, too, and I could not get the exact breakdown.

Sears, Roebuck does a business of 214 billion, and there again I can-
not give you the exact breakdown, but the fact is that both businesses
were started and operated as mail-order houses; they have built a tre-
mendous institution. They publish books like this. They are sent
through the mails, and contain thousands of articles, pictures and
all. What is wrong with this? Why cannot anybody else send them
into this country and get the business.
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I brought along an English leather-goods journal, and a French
leather-goods journal. You will find in both of these books that the
machinery is set, pictures and all—it is just a matter of taking these
bags and putting them down in American language, state the price,
and set the business up.

Our Canadian neighbors, the Mexican border, everything becomes
open. Now,let us see what I am arguing about.

My feelings are these: I represent salesmen, workingmen, men who
already are suffering because of an excise tax. We asked Congress
to put a ceiling on hotel rooms and they could not do that; we asked
that the cost-of-living adjustment be given to us—no; they froze the
rate of commission; we asked that a base be given us where commis-
sions cannot be cut because of a freeze, and even that Congress can-
not see their way of doing that.

Now, our men are entitled to work and earn a living, and I want to
assure you, Senator, and for the record that we are suffering now
more than we ever did. 'We work harder, we travel more an(f, per-
haps, the testimony already before you will prove that the decrease
in sales has naturally cut our income, and it is a question as to how
we can best service our industry.

Most of our men work on a commission basis and, as such, ne busi-
ness, no commission; the expenses are there. So, let us leave that
matter for a moment, because I want to stress the one point. You have
got a mail-order potential here that with one package a day, several
members in a family—you have opened the gates.

Now, there is another thought that I think we ought to stress at
this point: It may well be that what I say will not happen, and it
may well be that the power of the Secretary of the Treasury or what-
ever official whose province it shall be, will then say that it is a bad
bargain and we have got to close the gates.

Now, certainly, that would be a bad piece of business. I would

not expect them to do it because certainly that would not make for -

friendship in any foreign country. It is so much easier to look at this
practically from a fair basis and stop it in its inception because you
cannot recall it. T think that once you let this go, no matter how
much damage is done you have not got a chance of changing it.

I want to also stress one other thing, that in the charity of this
Government they trgl to conserve moneys, but they are willing to
excuse excise taxes because they are bought or made on the other
side of Rouse’s Point. Why? Don’t we need the money? I don’t
where that generosity comes in.

. So, over all, I don’t see that we are going to help the international
situation too well. I do not know, but that some of these packages
arriving here without being opened by customs might nof contain
some propaganda that we might ultimately be sorry for. I still be-
lieve that the best thing we can do is to let 321 alone, with its $1
top and not look for things that we will be sorry for later.

I thank you.

Senator JounsoN. We thank you, Mr. Shapiro.

Mr. Saariro. Thank you, sir.

Senator JounsoN. Our next witness is Mr. Louis Rothschild of the
National Association for Retail Clothiers and Furnishers.
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STATEMENT OF LOUIS ROTHSCHILD, EXECUTIVE DIRECTOR, NA-
TIONAL ASSOCIATION OF RETAIL CLOTHIERS AND FURNISHERS

Mr. RoruscuHiip. My name is Louis Rothschild. I am executive
director of the National Association of Rotail Clothiers and Fur-
nishers, which is a fancy name for the men’s wear stores.

I have submitted a brief statement which I would appreciate if it
could be included in the record.

Senator Jounson. Yes, it will be made part of the record just as
you have proposed it.

Mr. RorascHirp. A number of retail associations and retail spokes-
men have appeared before this committee in opposition to the increas-
ing of the limitation from $1 to $10, and to that statement, those state-
ments, we say “amen” and we approve those positions.

In the men’s wear field we are particularly worried about the pos-
sibility of unfair mail-order competition because of the fact that
men’s furnishings fall into the classification that they can be sold for
$10, and imported ; and, in addition to that, the word “imported,” as
the Senator knows as a consumer, is a magic word with men.

Consumers look, mistakenly in many instances, to receiving quality
goods because it has the word “imported” or “made here” or “made
there” on it.

Already there is considerab'e mail-order competition of a legitimate
sort. Esquire magazine, this issne, has some 15 ads of a mail-
order nature, advertising imported items. Only two of those, however,
come from abroad, and one is advertising shoes for $9 and something
from England, and the other is advertising shoes for $18 something
from England.

I am sure the Senator is familiar with the story of the fears of the
competition, but I thought that I would briefly visualize it for you.

If you will indulge me for a moment, here is a hat from England,
a quality hat, which costs in this country, $18.50, with the regular
retail mark-up. This hat could be sold by mail order, provided this
measure were to pass as it is writen, for $9.50, within the limitation.

It is a fine hat, a quality product, largely advertised by American
merchants who have built up a demand.

Here is a real luxury item, imported toilet water, one of those things
you get for Christmas and give to a friend next Christmas. However,
this sells here for $7. including. of course, the customs duty—the 20-
percent Federal tax brings it to $8.40.

On a mail-order advertisement and business it could be profitably
sold for under $4.

Here is a cashmere muffler, a beautiful feel to it—would the Senator
Like to feel it?

Senator JounsoN. Throw it up, I will catch it.

Mr. Rorascuirp. It has really got luxuriousness to the feel of the
thing. That muffler sells for $12.50 in retail stores here. It is im-
ported, and that is its selling point, in addition to the feel. You will
notice that “Johnson’s of Elgin” and “Made in Scotland” in the label.

It could be sold, if this bill were to pass, on a mail-order campaign
profitably for $7.

I have another item, the last, a Braemar sweater made in Scotland
of lamb’s wool, it is not cashmere. It sells in this country for $12,
with customs, retail profit, not counting the local sales tax, which
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varies in the jurisdictions—it could be sold under a mail-order cam-
paign for under $7 profitably.

That is the reason the men’s-wear merchants of the country are
fearful that the proposed bill would open the door to a competition
they could not meet, would capitalize upon their thousands of dollars
they have spent advertising the word “imported” and the words
“Made in Scotland” and “British wool,” and so forth, and that is
why we urge this committee not to enact that section of the proposed
bill which would open up this competition.

Thank you very much, unless there are some questions, Senator.

Senator Jounson. We are pleased to have your testimony, Mr.
Rothschild.

(The prepared statement of Louis Rothschild is as follows:)

STATEMENT OF LoUls ROTHSCHILD REGARDING H. R. 5505 (CUSTOMS SIMPLIFICATION
Act oF 1951)

My name is Louis Rothschild. I am the executive director of the National
Association of Retail Clothiers and Furnishers with headquarters in the Munsey
Building, Washington, D. C. This association is the national group representing
men’s and boys’ wear merchants with over 2,000 members located throughout the
United States.

I am appearing in opposition to that part of section 11 of H. R. 5505 which
would, according to our understanding, widely open the doors to mail-order
businesses operating from abroad selling men’s wear.

The retailer that we represent is almost typical small business. The average
men’s store has under five emplo)ees and does a volume of less than $150,000 a
year. Even in that volume, the word “imported” is a magic name. Particularly,
the word “British” has special significance to consumers., Qur trade does a
large volume of business in imported scarfs, hats, shoes, jewelry, neckwear, pipes,
razors, and toiletries.

Practically all of these items could be successfully sold under a mail-order
arrangement from abroad if the proposal now before this committee is enacted
into law.

Please understand that we do not oppose mail-order businesses as such. They
are an established method of doing business and already a substantial factor
in men’s wear. I would call your attention to the mail-order ads in a typical
issue of Esquire magazine as indicating the receptiveness of the consumer to
mail-order buying and particularly goods with the magic word “.mported.” The
current issue of Esquire magazine has two mail-order ads from England « ff2ring
British-made shoes, one of which is priced to the consumer under $10 even in the
face of present tar.ff. But the mail-order business today does not avoid customs
duty or Federal excise tax and, therefore, is competitive to those of local
merchants.

If this hill were to pass, the men’s wear merchant could not meet the competi-
tion on imported items. Here are some examples of what could be sold:

A man’s wool sweater, on which the word “imported” is a terrific selling point,
costs $12 in this country to the consumer through the reputable merchants. If
this bill were to pass, it could be sold extremely profitable for $7.50 by mail order.

A fine imported man’s hat in this country retailing at $18.50 could be offered
by mail for $9.50 because of the saving in customs and the lower standards of
merchandising in foreign countries.

A fine cashmere mufller with a fringe which is sold in retail stores in this
country for $12.50 could be sold for under $7 by mail order, largely due to the
savings by avoiding the 45-percent customs duty.

Men’s jewelry, such as cuff links, tie clasps, etec., subject to customs ranging
between 35 and 55 percent of costs, would permit merchandise being sold here for
$12 to be sold very profitably by mail order from abroad at $6 and less. In addi-
tion, the Federal excise tax on jewelry would be lost. The same loss of excise
taxes would apply to wallets, leather goods, face lotions, and other items. For
example, a pure luxury item like after-shaving lotion, which retails here for
$7 plus the 20-percent Federal tax, or $8.40, would be easily profitably sold
for under $4.

‘We note, of course, that the proposed bill sets up what is probably intended
to be a savings provision to prevent unfair competition in that the Secretary of
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the Treasury would have the right to prevent abuses by mail-order businesses. It
is unlikely, in our opinion, that the Secretary’s office would be able to police the
thousands of advertising media which would carry mail-order offerings, much less
the direct-mail advertising. Corrective action would be so late that it would be,
in effect, locking the stable door after the horse is stolen,

That this is more than on imaginary danger is well attested by the advertise-
ments of cruise ships who make great capital in obtaining tourists for the West
Indies, South America, Nassau, Habana, Bermuda, and other places saying
that this will give you an opportunity to buy fine English woolens, French per-
fumes, and other items customs free and at large savings. If the savings of
customs is worth advertising for a luxury liner, it certainly is a sales point for a
direct-mail campaign.

Various retail groups have appeared before this committee stating a similar
position and we endorse and approve the statements made by them. I wish to
respectfully point out the men’s wear merchant is in a particularly vulnerable
spot if this legislation should pass.

We, therefore, respectfully urge that section 11 of the pending bill, which
proposes to amend section 321 (b) (2) of the Tariff Act, not be enacted.

Senator Jounson. Mr. Cohen of the Pocketbook Workers Union.

All right, Mr. Cohen.

STATEMENT OF SAMUEL HARRIS COHEN, ATTORNEY, POCKETBOOK
WORKERS UNION, AFL

Mr. ComEn. I shall ask for leave to submit a writteh statement. I
have some notes here, and shall mail a statement in in very short order.

Senator Jornson. Do you have a written statement ?

Mr. ConEN. Not complete, sir; just in the

Senator Jomwnson. That is all right; you can make an oral state-
ment, and the reporter will take it down.

Mr. Comen. Thank you.

Senator JounNsoN. You can do that or you can submit a written
statement later if you wish. It is not necessary.

Mr. Couen. Honorable sir, my name is Samuel Harris Cohen, of
1776 Broadway, New York City.

Senator JonnsoN. Your name is Samuel Harris Cohen? What is
your address again ?

Mr. Coren. It is 1776 Broadway, New York City 19, N. Y.

I appear as the attorney for the Pocketbook Workers Union affili-
ated with the American Federation of Labor. It is a local union of an
international, which international will soon be heard from through
another speaker.

This union has about 12,000 members who work in the greater
metropolitan area of New York, which would include parts of Con-
necticut, New Jersey, and New York, and some parts of Massachu-
setts, although strictly speaking that is not metropolitan New York
as we understand it.

These members work in the ladies’ hand-made bag industry, as
distinguished from the machine aspects of the industry that you
have already been told about.

They work for some 335 employers who manufacture handbags
and for some 150 employers who manufacture personal leather goods,
key bags, and items of that sort.

Fifty-five percent of the handbag production of the United States
is produced by members of this union. The 55-percent figure in
connection with the discussion before this committee is misleading
in that almost 90 percent of the quality hand-made handbags as dis-
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tinguished from machine-made are made in this metropolitan New
York area.

For the most part, the out-of-town companies are engaged in a
field where they produce by machines, and which products are retailed
from $1 to $5 per unit.

Quality bags, however, sell from $7.50 and up, and they go quite
high, but they average out from about $10.50 to $12.50 a bag retail—
that being the price that it reaches the American consumer.

This union for which I am speaking is at this moment experiencing
one of its worst depressions since our great depression of 1933, and
I am not saying that we have not had good times since then; I am
saying we never had business as bad as it is at this present moment
since that time.

Senator JounsoN. What is the cause of that?

Mr. CoueN. Many factors.

Senator Jounsox. Because this bill is not in effect yet.

Mr. Conen. No. There are many factors, Senator, and from the
kind of work we do, we will give you some indication of how bad it is.
Other speakers have covered why business is bad, and we will address
ourselves to the possible depressing effects of this bill to union’s
segment of the industry, namely, the quality hand-made bag as dis-
tinguished from the machine-made bag; that essentially is the prod-
uct, that will be involved if this bill goes through with the $10 duty-free
exemption.

Recently this union, and I know this because of the nature of the
work that we are doing in our firm, has been experiencing difficulty
in collecting holiday and vacation pay; incidentally, at best there is
a part-time employment industry involved here, because we find vaca-
tion pay is based not on service to the individual employer but in the
industry, otherwise these workers would never be entitled to a vacation.
They just do not put in the norm of, let us say, 48 weeks per annum
for one single employer, so you find concrete proof of the part-time
employment in this industry even under normal times by the method
used for the payment and the computation of vacation pay.

Recently, and for the first time 1n many years, this union has been
asked by many employers for an extension of time in which to pay
vacation and holiday pay and wages, something we have not experi-
enced, sir, as I said, since 1933.

The New York market primarily produces the quality hand-made
bag. It is this part of the industry that will be most directly affected
by the unfair imports of handbags.

The proposed change in section 321 of H. R. 5505 will contribute
greatly to the unfairness of the foreign competition to the quality
handbag employer and worker.

The person of means is the purchaser of quality handbags, and also
the foreign traveler. The proposed amendment will encourage this
group of citizens to purchase their handbags abroad or from foreign
mail-order companies.

Without the benefit of this proposed duty tax gift the foreign pro-
ducer has many advantages. I will not spell them out in detail, but
generally speaking, the wages run from 80 percent to 40 percent of the
American wage, and we are what is known as a low-wage industry.

In addition, we work in this industry 3714 hours, something ‘that
took 50 years to obtain, and industry is satisfied with that workweek.
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It is one way, incidentally, of spreading employment throughout the
year; that is one of the basic reasons for it. .

In Europe we find them working from 48 hours to 54 hours, that is,
in those companies for which there are published figures. What
happens to hours in the home-work aspects of production in Europe
we can only guess at.

In America, as you know, we have, by and large, abolished the
home-work production of handbags and similar products.

We have innumerable fringe benefits, holidays, vacations, welfare,
hospital benefits, and things of that sort, which are today the norm
for the American worker. These things not only are not in existence
in foreign companies and foreign workers do not have them, but they
have never even heard of them.

In addition to all these disadvantages to our workers here, we are
now faced with this potential gift with respect to duty tax. We say
that this must not be imposed upon this segment of American indus-
try for these reasons.

Also we find that there is an American way of doing business which
includes a retail mark-up of about 40 percent. That is the standard
retail mark-up for handbags and similar products. I do not want to
burden the record with why that is, but that is the reality, and every-
one accepts it in this country.

When we speak of the potential competition under this bill we are
speaking of mail