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TUESDAY, JUNE 21, 1966

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The commit tee met,, pursuant to notice, at 10:15 a.m., in room 2221,

New Senate Office Building, Senpatgr Russell B. Long (chairman)
presiding.

Present; Senators Long, Smathers, Anderson, Douglas, Williams,
Carlson, and Curtis.

-Also present: Tom Vail, chief counsel.
The CHAIRMAN. This hearing will come to order.
This hearing was called to give interested parties an opportunity

to let the committee know their views on H.R. 318. H.R. 318 relates
to the time for imposing the Federal excise on tires and tubes delivered
by manufacturers to their own retail outlet. Under present law the tax
is imposed on the sale of the product, but for the manufacturer-retailer
this bill would accelerate the time for taxpayments to the time of
delivery.

The House bill is substantially identical to S. 895, introduced last
year by the Senator from Illinois, Mr. Douglas. I recall the Senate
agreed to the text of S. 895 as an amendment to last year's excise tax
b0, but it was left out in conference.

The Treasury Department has submitted a report in opposition to
H.R. 318, indicating that the tax advantage to independent tire dealers
is not large, and that the bill would introduce new administrative
and compliance problems to the excise tax structure.

Without objection a copy of H.R. 318, together with the Treasury
report, will be made part of the record at this time.

(H.R. 318 and the Treasury report referred to follow:)

IH.R. 318, 89th Cong., 1st se.]
AN ACT To mnend section 4071 of the Internal Revenue Code of 1954

Be it enacted by the Senate and ,House of Repreeentalie. of the United State of
America in Congre.. assembled, That (a) section 4071 of the Internal Revenue
Code of 1954 (relating to tax on tires and inner tubes) is amended by redesignating
subsections (b) and (o) as (c) and (d) and by inserting after subsection (a) the
following new subsection:

"(b) SPECIAL L RULE FOR MANUFACTURERS WHO SBLL AT RETAIL.-Under
regulations prescribed by the Secretary or his delegate, if the manufacturer,
producer, or importer of any tire of inner tube delivers such tire or tube to a retail
store or retail outlet of such manufacturer, producer, or importer, he shall be
liable for tax under subsection (a in respect of such tire or tube in the same
manner as If it had been sold at the time it was delivered to such retail store or
outlet. This subsectionshall not apply to an article in respect to which tax has
been imposed by subsection (a). Subsection (a) shall not apply to an article in
respect of which tax has been imposed by this subsection. .
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(b) The amendments made by subsection (a) shall take effect on the first day
of the first calendar quarter which begins more than 20 days after the date on
which this Act is enacted.

SEc. 2. Section 4226 of the Internal Revenue Code of 1954 (relating to floor
stocks taxes) is amended by adding at the end thereof the following nw subsec-
tion:

"(e) TAX ON CERTAIN TIRES AND TUBES.-On any tire or inner tube which,
on the first day of the first calendar quarter which begins more than 20 days after
the date of the enactment of this subsection, is held at a retail store or retail
outlet of the manufacturer, producer, or importer of such tire or tube, he shall be
liable for tax under section 4071(a) in the same manner as if such tire or inner
tube had been sold by him on such first day. This subsection shall not apply to
an article in respect of which tax has been imposed by section 4071 of the Internal
Revenue Code of 1954. Such section 4071 shall not apply to an article in respect
of which tax has been imposed by this subsection."

Passed the House of Representatives October 7, 1965.
Attest:

RALPH R. ROBERTS,
Clerk.

EXECUTIVE OFFICE OF THE PRESIDENT
BUREAU OF THE BUDGET,

Hon. RUSSELL B. LONG, Washington, D.C., April 1, 1966,

Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: This is in response to Chairman Byrd's letter of October
12, 1965, requesting the views of the 'Bureau of the Budget on H.R. 318, a bill
"To amend section 4071 of the Internal Revenue Code of 1954."

The Treasury Department, in a report being made to your Committee on this
bill, opposes its enactment for the reasons stated therein.

The Bureau of the Budget concurs with the views contained in that report,
and opposes the enactment of H.R. 318.

Sincerely yours,
WILFRED H. ROMMEL,

Acting Assistant Director for Legislative Reference.

TREASURY DEPARTMENT,

Washington, D.C., April 5, 1966.
Hon. RUSELL 1B. LONG,
U.S. Senate,
Washington, D.C.

DEAR MR. CHAIRMAN: This is in response to the request of your Committee
for the views of the Treasury Department on H.R. 318, "An ACT To amend
section 4071 of the Internal Revenue Code of 1954." The bill would revise the
time of imposition of the excise tax on tires and tubes sold by the manufacturers
through their own retail outlets.

H.R. 318 is identical with an amendment added to the Excise Tax Reduction
Act of 1965 on the Senate Floor. This amendment was eliminated in conference.

The excise taxes on tires of 10, or 5, cents a pound,' and on inner tubes of 10
cents a pound, are imposed under present law on the sale of the products by the
manufacturer or importer. Thus, tire and tube manufacturers selling through
their own retail outlets need not pay excise tax on the products until they are
sold at retail, since this represents the first sale by the manufacturer. On the
other hand, independent wholesalers and retailers must purchase tax-paid tires
and tubes. Under the present tax rates, between 10 and 15 percent of an inde-
pendent dealer's tire inventory will generally represent the excise tax.

To equalize this situation, T.R. 318 would make manufacturers or importers
who sell tires and tubes of their own manufacture (or importation) through
their own retail stores or retail outlets liable for tax upon the delivery of the
products to the stores or outlets, rather than upon their sale at the stores or outlets.
The bill also would impose floor stocks taxes on tires and tubes held by manu-
facturers, producers, or importers in their retail stores or retail outlets on the
effective date of the bill.

I There is also a tax of 1 cent a pound on "laminated" tires.
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The cost disadvantage to independent tire dealers under the present excise tax
treatment is normally limited to the interest and insurance costs of carrying the
portion of their inventory consisting of the excise tax. We have been informed
by the tire manufacturers that, under their credit terms, independent tire dealers
on the average pay for their tires 86 days after receiving them and sell them 95
days after receipt. Thus, for the bulk of the period the independent dealer has a
tire in inventory, he will not have borne the cost of the excise tax. At most, he
will have been required to absorb an interest (through loss of a discount) and in-
surance cost attributable to such tax. At six percent, the interest attributable to
the excise tax on the average passenger car tire of between $2 and $2.50 is 1/i cents
per month.

The relatively small and stable portion of the replacement tire business accounted
for by sales through manufacturers' stores further minimizes the significance of
any'tax disadvantages of independent distributors. Slightly less than 8 percent
of unit sales of replacement tires was through tire manufacturers' stores in 1959-60.
This is virtually unchanged from the ratio in 1955 and is less than the 10.3 percent
so distributed in the period 1934-38.2

There are administrative and compliance advantages to retaining the present
method of basing tax liability on the sale of the taxable articles. A "sale' has a
legal meaning long refined by law and usage. It is a transaction which all pro-
ducers and distributors use for their own accounting purposes. In contrast,
H.R. 318 would introduce new concepts and criteria which are not clear as to
their meaning and which could be exceedingly troublesome in implementation.

H.R. 318 would impose tax on tires and tubes when the manufacturer "delivers"
them to his "retail store or retail out' et." Both of these concepts are new in the
excise tax area and could lead to difficult interpretative and compliance problems.
For example, to avoid circumvention of the tax, rules would have to be provided
to cover situations where the manufacturer delivers the tires and tubes to a storage
facility next to or close by his retail outlet. Moreover, rules would have to be
developed for classifying outlets that sell both at wholesale and retail as either
wholesale or retail outlets.

The Treasury Department does not believe that the relatively minor disad-
vantages to independent wholesalers and retaiiet-s that may result from the present
tax provisions justify the administrative and compliance problems that would
result from the totally new tax approach contained in HI. R.318. Moreover, if
adjustments are made in the administration of a particular tax to accommodate
to special circumstances within an industry, it can be expected that similar re-
quests would soon be made with respect to other taxes and other industries. This
could only lead to further complexity in an excise tax structure that has already
been criticized for its complications.

For the reasons set forth above, the Treasury Department opposes the enact-
ment of H.R. 318.

The Bureau of the Budget has advised the Treasury Department that there is
no objection from the standpoint of the Administration's program to the presen-
tation of this report.Sincerely yours,

STANLEY 
S. SURREY,

Assistant Secretary.

The CHAIRMAN. Our first witness this morning is Mr. Lawrence XM.
Stone, tax legislative counsel, U.S. Treasury Department.

Will you proceed, Mr. Stone.

STATEMENT OF LAWRENCE M. STONE, TAX LEGISLATIVE COUN-
SEL OF THE U.S. TREASURY DEPARTMENT

Mr. STONE. Thank you, Mr. Chairman.
We appreciate your invitation to present the views of the TreasuryDepartment on H.R. 318. This bill relates to the point at which the

excise tax on tires and tubes is to be imposed when they are sold by the
manufacturers through their own retail outlets.

I"Dual Distribution in the Automotive Tire Industry-1989," flearLig# before a Subcommittee of the
Select Committee on Small Business, United States Senate, 86th Cong., Part 1, pages 360-367. The 1959-60
data were presented by T. 0. Mac~owan, Director, Advance Planning Division, Firestone Tire & Rubber
Company, at the annual meeting of the Rubber Manufacturers Association, New York City, November 16,
1961. Data were prepared by Warren W. Leigh, Dean of Business Administration, University of Akron.
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The rate of the excise tax on tires and tubes varies depending on
the type of article involved. Tires of the type used on highway ve-
hicles are subject to a tax of 10 cents per pound. For most other tires,
the rate is 5 cents per pound, while for inner tubes it is 10 cents per
pound.

Under present law, the tax is iml)osed on the manufacturer at the
time he first sells the tire or tube. Thus, if the manufacturer sells
tires and tubes to an independent wholesaler or retailer, the tax
attaches at the time of this sale with the result that the price to the
independent dealer will in almost all cases include the tax. On the
other hand, when a manufacturer sells tires and tubes through his own
retail outlet, the tax does not attach until the retail sale is made-
this being the first sale by the manufacturer.

It is estimated that between 10 and 15 percent of an ind(c;endent
dealer's tire inventory will represent the excise tax. The propvaents
of H.R. 318 contend that having to carry the excise tax impos ,s an
unfair burden on the independent tire dealer as compared to the case
of a manufacturer selling tires through his own retail outlet.

To equalize this situation, H.R. 318 would make manufacturers,
or importers, who sell tires and tubes through their own retail stores
liable for tax upon the delivery of the products to the stores, rather
than upon the later retail sale by the stores. The bill also would
impose floor stocks taxes on tires and tubes held by manufacturers,
producers, or importers in their retn.il stores on the effective date of
the bill.

The cost disadvantage to independent tire dealers under the present
excise tax treatment is normally limited to the interest and insurance
costs of carrying the portion of their inventory consisting of the
excise tax. We have been informed by the tire manufacturers that,
under their credit terms, independent tire dealers on the average pay
for their tires 86 days after receiving them and sell most of them 95
days after receipt.

Thus, for the bulk of the period the independent dealer has a tire in
inventory, he will not have borne the cost of the excise tax. At most,
he will have been required to absorb an interest, through loss of a
discount, and insurance cost attributable to such tax. At 6 percent,
the interest attributable to the $2 to $2.50 excise tax on the average
passenger car tire is 1%/- cents per month.

In the opinion of the Treasury Department, there are adminis-
trative and compliance advantages to retaining the present method
of basing tax liability on the sale of the taxable articles. A "sale"
has a legal meaning long defined by law and usage. It is a transaction
which all producers and distributors use for their own accounting
purposes. In contrast, H.R. 318 would introduce new concepts and
criteria which are not clear as to their meaning and which could be
exceedingly troublesome in implementation.

For example, to avoid circumvention of the tax, rules would have
to be provided to cover situations where the manufacturer delivers
the tires and tubes to a storage facility next to or close by his retail
outlet. Moreover, rules would have to be developed for classifying
outlets that sell both at wholesale and retail as either wholesale or
retail outlets.

The Treasury Department does not believe that the relatively
minor disadvantages to independent wholesalers and retailers that
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may result from the present tax provisions justify the administration
and compliance problems that would result from the totally new tax
approach contained in H.R. 318.

For the reasons set f6rth above, the Treasury Department opposes
the enactment of H.R. 318. Our views have been set forth in more
detail in a report submitted to your committee oin April 5 of this year.

Thank you.
Senator ANDERSON. I take it you are strongly opposed to the bill?
Mr. STONE. I Would not say-we oppose the bill. I would not use

any word such as "strongly," or "violently."
Senator ANDERSON. Are you for it, or against it, or neutral?
Mr. STONE" We are against it. But it is not a matter of life and

death-is all I want to add.
Senator WILLIAMS. IHow much revenue is involved in this?
Mr. STONE. We could get that figure. We seem to have a disagree-

ment with the industry as to what the exact figures are.
Senator ANDERSON. What is your estimate? ,
Mr. STONE. Somewhere in the order of $5 to $10 million or less.
Are you asking about the floor stock tax? Yes.
Senator WILLIAMS. The industry estimates about $12% million, is

that right?
Mr. STONE. Yes. And we are lower. We are lower than $5 million

as a matter of fact. We cannot seem to find the discrepancy yet.
Senator ANDERSON. Thank you very much.
Mr. Burger.
Will you proceed, sir?

STATEMENT OF GEORGE 1. BURGER, VICE PRESIDENT OF THE
NATIONAL FEDERATION OF INDEPENDENT BUSINESS, WASH-
INGTON, D.C.

Mr. BURGER. I am George J. Burger, vice president, National
Federation of Independent Business. I appreciate this chance to
testify before you in favor of H.R. 318, legislation which has been
approved in mandate vote among our more than 215,000 members
in smaller, independent business and the professions, located in all
50 St.,!tes.

H.R. 318 is a good bill, one that deserves your approval and enact-
ment by the Congress this year. It seeks only equal justice under the
law for independent businessmen who stock and sell automobile tires
and inner tubes.

As you know, these independent businessmen are now subject to a
competitive discrimination in that the -law requires that they main-
tain continuing, sizable investments in prepaid Federal excise taxes
on their stocks of tires and tubes, while the same law exempts from
this burden the tire manufacturer-owned-and-operated retail stores
with which they must compete.

H.R. 318 would do no more than put both types of sellers on the
same taxpaying and tax-burden basis.

I will not burden you by repeating all the convincing arguments in
favor of this bill. I have testified on similar legislation more than
12 times since 1947. Members of Congress and their committees
have studied it time and again, and have approved it.

05-252-60-2
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For instap-ee, I have on file a letter from the congressional Joint
Committee on ITternnl Revenue Taxation (1953) in which there is
agreement that the cause of tax equality would be served by an
amendment identical in aim with that of H.R. 318.

To verify that statement, Mr. Chairman, I am reading in the
record a telegram from our head office at San Mateo, Calif., dated
June 20:

In a letter dated to you August 6, 1955, Colin Stain, former staff chief of the
Congressional Joint Committee on Internal Revenue Taxation stated with re-
ference to the tire excise tax-"There is certainly much merit in your contention
that the present provision discriminates against independent tire dealers since in
their case the tax is paid before they receive the tire, and presumably included in
the price charged, while where the manufaet.aers sell the tires in a retail store,
the taxable sale does not occur until the tires are sold at retail."

Mr. Chairman, I want to add there-I have had 56 years' experience
in the rubber tire industry, the bulk of that time, owning and operating
an independent establishment, amd have a wide acquaintanceship
witl tire dealers in the principal cities in 50 States and this is the first
time that I have heard that the ti-re manufacturers sell the retail
stores. It is my understanding those stocks are on consignment-I
just want to correct that--where the t.ealer has to buy them.

The House Committee on Wy and Means, during the 87th Con-
gress, studied and approved unanimously, a bill identical with H.R.
318. The House approved this; bill.

Your own Finance Committee studied and approved a similar
measure daring the forepart of 1965, and attempted to secure its
enactment as an amendment to a House-originated tax measure.
The House, however, balked, and asked that the Senate wait for it to
send over a bill on the subject. In this connection, the following
discussion, reported on page 13574 of the Congressional Record of
June 17, 1965, is of interest:

Mr. LONG of Louisiana. With regard to the particular amendment relating
to manufactured tires in the hands of independent dealers, in my judgment it was
a very meritorious amendment. The objection on the part of the House managers
was not that they did not consider the amendment meritorious. Their objection
was that they had sent a bill to the Senate several times to that effect and the
Senate had not acted on it. Due to pride of authorship, Members of the House
thought that those who had labored so hard in the vineyard, should get some
credit for it, rather than put this provision in the bill as a Senate amendment.
I hope we can have action on this issue at this session. The Senator from Illinois
(Mr. Douglas) was the sponsor of the amendment.

Mr. DOUGLAS. Mr. President, I have no pride of authorship, even though the
House apparently has. If the House will send us the bill again, so it can take
credit for it, I will gladly support it.

Mr. LONG of Louisiana. It was a good piece of legislation, and should be agreed
to.

Mr. DOUGLAS. If the only way to get good legislation enacted is by the House
getting credit for it, I am in favor of having the House get credit for it. If this
is the only way we can make progress, I am willing to conform to that rule.

Mr. LONG of Louisiana. That is a most generous attitude and it is characteristic
of the Senator from Illinois. * * * I hope the Senator from Illinois will join the
author of the measure in the House so that he may at least have the distinction of
being co-author of the measure. All the House has to do is say "Yes," and it
would be law some time next week.
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Well, gentlemen, while it is not "next week," but "next year,"
the House has said "Yes." Mr. Jennings, author of H.R. 318, in
his report on the favorable action of the House Ways and Means
Committee, 89th Congress, 1st session, stated:

In the case of tire and inner tube manufacturers, or importers, maintaining
their own retail stores or retail outlets, this means that no tax is imposed until
the manufacturer makes a sale at retail; i.e., to the consumer. As a result, where,
a manufacturer has his own retail store, this means that no tax is paid on his retail
inventory. With manufacturers who maintain large retail stores, carrying several
hundred different types of tires in stock, the tax-free status of this inventory
represents an important factor. On the other hand, the independent tire dealer,
because the sale by the manufacturer, producer,. or importer occurred prior to,
or at the time of his acquisition of the tires and tubes, can have only tax-paid
inventory. With the present tax rates of 10 cents a pound on highway tires and
on inner tubes, information available suggest that independent tire dealers may
have as much as 15 per cent of their inventory investment tied up in these taxes,
an investment which their competitors, the tire manufacturers, with their own
retail outlets, need not make. In addition to the large investment, tied up in
inventory, the independent tire dealers, because of this higher inventory cost,
also is faced with larger insurance costs with respect to this inventory.

This bill removes this competitive discrimination.

You have promised favorable action. The time for that action is
now.

I thank you.
Mr. Chairman, to support my statement, on May 13, 1963, I had

a letter from the staff director of the Senate Small Business Committee,
which I would like to have put in the record also.

Senator ANDERSON. Without objection, that will be done.
(The letter referred to follows:)

U.S. SENATE,
SELECT COMMITTEE ON SMALL BUSINESS,

May 13, 1963.
Mr. GEORGE J. BURGER,

Vice President, National Federation of Independent Business,
Washington, D.C.

DEAR GEORGE: Pursuant to the request in your letter of May 10, I am enclosing
a copy of our 1953 committee print entitled "Problems of Independent Rubber
Tire Dealers," on page 5 of which there is a table on company stores. Our latest
information on company stores of tire manufacturers for 1961 is as follows:
Goodyear, 699; Firestone, 784; Goodrich, 604; General, 164; and U.S. Rubber,
166. I am also enclosing three copies of the recent committee report on SBIC's.

Wish best withes.
Sincerely yours,

Lzwzs G. ODOM Jr.,
Staff Director and General Counsel.

Mr. BURGER. Now I am quoting from the Gasoline Retailer,
March 2, 1966, New York:

U.S. Royal Tire opened seventeen new stores from coast to coast last year,
known as Multiline Stores, the new outlets stock in addition to tires, home
appliances, bicycles, T-V, auto accessories, and sporting goods.

From the Gasoline Retailer of December 15, 1965:
J. J. Creamer has been promoted to the newly-created position of manager,

retail stores, Eastern System, General Tire and Rubber Company. The promotion
was necessitated by the expansion of general retail markets, the firm reports.
J. W. Coffey will continue as retail store manager in the western area.
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From ;the Ga3olifie Retailier; .May,18, 19'66 ." '
General Tire'ar" Rdbr fiy'plaris four stores and' service stations in

Buffalo. General~iAe & RubberCompany, tire division, has built four'new stores
in car service centers in the Buffalo area in the last four years, according to Morgan
J. Morgan, President, General Tire Division. Formal opening took place re-
cently for General's'iburtlh Buffalo district stor6 and servicestor6 at 3573 Dela-
ware Avehue. The uinit has six bays." Sine the four proposed new centers
have notbeen selected, but they will probably be in the suburbs, ahd cost $250,000
each.'

From Goshen, Ind., October 1965:
Goodyear is just putting in another company-owned store in a city of 15,000,

and I bet you anything they will have lower pric ,, than we distributors.

Now, here is a copy of an ad from the St. Louis Post-Dispatch,
June 27, 1965:
Goodyear. ' This weekV service.' Bearings repacked, front wheels, 33 cents.

Brakes adjusted, any car, 2,5 cents.

Senator AND SRS0N. 1 am almost temted to ask where that was.
Mr. BURGER. Mr. Chairman, I hold in front. of me a picture from

a trade publication. "Partial stocks of 6,000 tires stocked at the
General SerVice Center." I wrote the dealer in Los Angeles on April 5.
I asked him was he aware of the fact that as an independent hehad
t least $6,000, $12,000, or, $20,000 tied up in excise tax in advance.

No answer fro& the let.ter. Draw your own conclusion.,
senior ANDERSO'N. Off the reord..
(Discussion off the record.)
Senator WILLIAMS. Yo"u'may proceed.
Mr. BURGER. As I said, my experience as an independent in the

rubber tire industry, as dealer, dates back beginning 1909, and con-
tinuing in activity in my own business up until the late thirties.
And during that time, in 1923, 1924, and 1925, I was selected as
spokesman for the fire dealers all over the Nation. Again in 1929
and 1930.

In 1935 I was drafted -into the present rite Dealers Association
and continued in that-activity up until January 1941. So my ac-
quaintanceship with the basic problems 'of the competitive conditionof these comnpanYrowntd stores, and'what the dealers face-whether
it be in Wilmington, Del., or dhicago, Ill., or Jacksonville, Fla., or
Miami, Fla.-the competition that the dealers face, the. ruthless
competition, from the 'corpany-owned stores, there is no end of it.

YU may' hear , testimony as to the activities, the increasing ac-
tivities "of these tire manufacturers in the' retail field. I am bringing
to the attention of the Chair many of these examples because I be-
lieve that the two dominating influences in the rubber tire industry
is both Goodyear and Firestone,'becatise of their size.

Here are just copies of ads that appeared, of Goodyear, during the
past 7 months in. the Washington Star:

i "Eleven Friendly Stores in. this district."; This is in Januay.
February 2, there is another' one, Service Stores. "Eleven Friendly
Stores here to serve you." .

Now, wait, I have a good one here for you. Here is one, they could
not wait for the George Washington birthday sale, big ad, Washington
Star. "The event being celebrated at 11 Washington area Good-
year stores. Sorry, George, we couldn't hold this sale." They
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wanted' to. jump ahead of allthe other stores in thiy:district, on. the
W ashington Birthday sale.: I . ' , • , I" ! ... ..

I have one hore from Virginia. They are anniiounning to the public
they are opening more stores in that area.

Now, Senator Williams, to your credit, you have bedn very much
interested in seeing that the Government gets proper income in taxes
from a sources. I afn quoting from a release of the Department"'f
Defense:

Additional report shows one hundred firms were Yrded 68.9 percent of all
military Government's'let by the G0vernment diirniyg the fiscal year 1964 to
June 1965. The net value of all military and space hardware purchases amounted
to $24,177,000,000. The tire companies amongst the hundred firms benefiting
from these large expenditures are listed as follows:

Number 13 on the list, General Tire & Rubber Company, $302 million.
Number 43 on the list, Goodyear, $82 million. Number 86, Firestone, $28
million.

Now, in view of the incr'eased'earinings of these companies reported
in financial papers ,this year, you -would think they would Come
voluntarily and make in gratitude to the Government, to take up
their tax burden in the same manner as these independent tire dealers
companies.

Now, you may hear testimony about the gap'from the time the
dealer gets the tires, and by the time he sells them-some 40, 50, 60,
70, or 80 days. But they fail to tell you that any responsible tire
dealer, any efficient tire dealer, must maintain adequate ,stock of
tires on which that tax is being sustained.

So there was a survey made by the Burger Tire Consultant Service-
I am not the owner of it--I represent them here in Washington-in
December of 1965. And the question was presented to the subscribers
of their magazine, which is devoted exclusively to the best interests
of the independents. And the responses came from North Hollywood,
Calif., another place in California, Galesburg, Ill., Ann Arbor, Mich.,
Winona, Minn., Joplin, Mo., St. Louis, Mo., Clifton, N.J.' Carlsbad,
N. Mex., Kingston, N.Y. and Rochester, N.Y.

I world like to have this filed in the record of the hearing, Mr.
Chairman.

Senator WtiLIAMS. It will be made a part of the record.
(The document referred to follows:)

SURVEY OF INDEPENDENT TIRE X1ERcH.N71S,

(Conducted by: Burger Tire Consultant Service 250 West 57th Street
New York, N.Y. 10019)

SUBJECT: COMPETITIVE EFFECTS FROM. TAX-FREE INVENTORIES HELD IN TIRE
MANUFACTURERS COMPANY-OWNED RETAIL STORES

HERE'S A CHANCE To SCORE: ANSWER THESE QUESTIONS -ON EXCISE, TAXES

Action to put you on equal terms with C-O stores, insofar as the collection of tire
excise taxes is concerned .. . That's what Congress can do next January. The
House of Representatives has acted already. What the Senate does with the
House-passed bill is up -to us, in large measure. You can help with the facts
needed to pound home th BTCS case by giving George Burger the information
he'll need in these questions.

1. Your average tax investment. On the average how much money do you
have tied down in prepaid federal excise taxes on your tire-tube inventory?

2. Where ,his money comes from. If you have funds tied down in prepaid
federal excise taxes, have you found it necessary to go outside your business for
the money?
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3. Company-owned stores and excises. Some tire makers say that C-O F,tores
sell so few tires that the fact they carry stocks excise tax-free doesn't give them any
advantage over competing independent dealers. Is this true of false?

4. Discounting the tab for excises. Tire makers say, too, that their terms of
billing allow dealers to sell the tires before the tax is collected, therefore dealers
suffer no disadvantage in competition with tax-free C-O's. Is this true or false?

5. Where is this money taken from? What area of business promotion, ex-
pansion suffers as a result of the money you have tied down in excises? Adver-
tising? Hiring? New equipment, building, etc?

The source will be held in confidence.

INDEPENDENT TIRE DEALERS' RESPONSE
Response

No. Hollywood, Calif ornia-12/15-65
(1) $10,000.00
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "all promotions."

Additional comment . . .
"Also necessary to charge subs tax on excise tax-also county taxes on inventory

include excise tax. Depletes gross profit percentages."

Response
Atascadero, California--I/21/66

(1) $1445.44 plus recap rubber
(2) Yes.

3)False.

(5)
Additional comment
"Each year in the past the general rule is a drop in excise tax for each tred

design you have in new tires. The dealer takes an absolute loss on this as it is
unlawful to charge the amount of excise tax he paid the previous year."

Response
Bensenville, IIlinois-12/15/65

(1) $6.500.00
(2) Yes.
(3) False.
(4) False.
(5) Leaves me less money for "expansion, equipment, salaries."

Additional comments . . .
"When we sell tax exempt organizations it sometimes takes 4 to 6 months to

get the tax credit from rubber company. We are waiting since Juie of 65 for
$78.00 from the City of Chicago."

Response
Urbana, Illinois-12/13/66

(1) $2.500.00
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "advertising & new equipment.".

Response
Ann Arbor, Michigan-

(1) $5,000.00
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "advertising-hiring."

Additional comments . . .
"Don't forget the 'red tape' involved in addition to above-when many sales

are made to tax exempt units: schools, churches, cities, counties. Very burden-
some without coilpeusation."
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Response
Winona, Minnesota-12/18/65

(1) $40,000.00
(2) Yes.
(3) False.
(4) False.
5) I have less money for "new equipment."

Additional comments . . .
"Many tires become obsolete and are never sold, or remain in inventory in-

definitely."

Response
Joplin, Missouri-12/1565

(1) $1,400.00 plus
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "adv. needed equipment."

Additional comments . . .
"If tire company owned stores sell so few tires why don't they close them?

Thcy claim they need them for distribution. . . We have to borrow money
to Ikeep up to date. . . Due to large inventory required with so many sizes
and types it is impossible to turn stock over fast enough to collect nearly all of
excine we must advance."

Response
St. Lous, Missouri-12/13/65

(1) $1,500.00
('.) No.
(3) False.
(4) False.
(5) I have less money for "maise uses."

Additional comments . . .
"I don't know why the tire manufacturer is yelling. We dealers have paid it

for years. They are in the same business. When tires leave their district branch
for delivery to their stores for retail or resale it is hard to believe they don't know
right from wrong."

Response
St. Louis, Missouri- 12/13/65

(1) $17,000.00
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "operation of business."

Response
Clifton, New Jersey-12/14/65

(1) $4,000.00
(2 Yes( False.
(4) False.

(5) I have less money for "advertising."

Response
Carlsbad, New Mexico--1216/65

(1) .10,000.00 plus
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "operating my business."

Response
Kingston, New York-

'1) $5,000.00
(2) Yes, at times.
(3) False.
(4a) False.
(5) I have less money for "all phases."
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Additional comments ...
"Not only should there be an equitable basis on levying the tax-the company-

owned stores should not be permitted to compete with independents."

Response
Rochester, New York-12/15/65

(1) $1404.43
(2) Yes.
(3) False.
(4) False.
(5) 1 have less money for "expansion."

Additional comments .
"We feel that the fact that company owned stores do not pay the federal tax

is an unfair advantage."

Response
Canton, Ohio-

1) $3,500.00
2) Yes.

(3) False.
(4) False.
(5) I have less money for. "everything."

Response
Wilkes-Barre,' Peni'sylvania-12/31/65

(1) $6,000.00 to $7,000.00.
(2) Yes.
(3) False.
(4)
(5) I have less money for working capital.

Response
Butler, Pa.-12/13/65

(1) $11,500.00.

(3) 100% 'False.
(4) False. '

(5) I have less money for "expansion".
Additional comments...
"It is not a fair deal to we independent dealers."

Response
Austin Texas-12/14/65

(i1 $11,000.00.
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "hiring and equipment."

Response
Renton, Washington-12/20/65

(1) $6,000.00.
(2) Yes.
(3) False.
(4) False.
(5) I have less money for "expansion."

Additional comments . . .
"Also at a disadvantage over company-owned stores inasmuch as we pay tax

on cost of inventory (which includes excise tax cost)."
Response

(1) Tax on an average of $150,000.00 tire stock.
(2)
(3) False.
(4) False.
(5) I have less money for "bank account."

Additional comments
".i4 is true to a point, all tax should be removed. If it is to continue the list or

our cost invoice price should be all in one figure and not separate. The trouble in
keeping them separate is more costly than the investment."



TME* FOR TAXING TIRES AND' TUBES

Mr. BURGER. Now, boiling down to the final proposition. I am
reading from a dealer's news, published by the National Tire Dealers
Association, dated October 18, 1965:

The House passed H.R. 318, the bill that provides for the payment of excise
taxes by comany-owned stores at the time of delivery rather than at the time
of the sale. NTD A first pointed out this problem in 1955, when the association
testified in favor of equalizing tax treatment before the House Ways and Means
Committee. NTDAlhas supported the philosophy of equal tax treatment before
congressional committees many times since. In discussing in the past the pro-
posed legislation with rubber company officials, NTD RA learned that the effective
change would be one of merely bookkeeping procedure for the manufacturers.
Several companies told NTDRA that they have already been paying the tax at
the time of delivery anyway.

Now, Senator Douglas, I have in my hand a copy of a letter dated
March 2, 1962 from NTDRA, which in part I will quote, to a very
prominent, courageous, independent tire dealer, in Lincoln, Ill., who
has since passed away, God rest his soul.

Mr. L. D. Clapper, Lincoln, Ill.
In regards to the bill which is to require the rubber companies to pay the

excise tax, we testified on this in 1953, made quite a point of it in 1955, and have
been informed that since that time Firestone is now paying the excise tax, just
like the independent tire dealers. Goodyear Tire & Rubber Co. phoned us 3
years ago, and said if this problem was important to us, they would be willing
to do the same thing, and pointed out what we are talking about is merely a
matter of putting more money into their service stores instead of less money,
and that they were willing to do if we wanted to do it.

Mr. Chairman, this completes my statement. And I say in all
fairness, all we are asking for is equal justice under the tax law.

Senator WILLIAMS. Thank you, Mr. Burger. Do you have any
questions, Senator Douglas?

Senator DOUGLAS. Yes.
Isn't it true in the past the House would pass a bill putting this

provision into effect, and the Senate would not pass it? The Senate
would pass a bill and the House would not pass it?

Mr. BURGER. Exactly. I read that in my statement.
Senator DOUGLAS. You would be engaged in a process of battledore

and shuttlecock, with the two Houses not moving, each House moving
separately, but not agreeing with the other.

Mr. BURGER. Yes, sir.
Senator DOUGLAS. So what you are saying now is, accept the

House bill?
Mr. BURGER. Exactly. To your credit, Senator Douglas, you

were one of the ones I quoted.
Senator DOUGLAS. I have felt this way for a long time. I am

disappointed that the Treasury takes a different point of view on
the technical definition of a sale. The adoption of the Treasury
point of view would give to a concern which is integrated so far as
marketing is concerned a very real advantage over separate distri-
bution systems. And I think carried out logically, it would have to
further the integration of marketing under control of manufacturing,
which I do not regard on the whole as a benefit to the country. I
would like to see an independent distributing system.

I am deeply disappointed in the Treasury's position, which I think
is technically not in the national interest.

Mr. BURGER. Mr. Chairman, I overlooked one very important
document.

05-252-60-3



TIME FOR TAXING TIRES AND TUBES

This is dated June 15, 1966, Bernard Singer, Inc., Albany Avenue
extension at East Chester Street, Kingston, N.Y.

I would like that letter to be put in the record, Mr. Chairman.
Senator WILLIAMS. It will be put in the record.
(The letter referred to follows:)

BERNIE SINGER, INC.,

GEORGE BURGER, 
Kingston, N.Y., June 15, 1966

Washington Building,
Washington, D.C.

DEAR MR. BURGER; I understand that there is some legislation pending to
eliminate the inequities now existing in the tire tax program, and I would like to
offer my experiences in this matter if it would help end the discrimination now
being practised against the independent dealer.

IVhen the tax was increased during the Kennedy administration I objected
strongly to the additional imposition placed on dealers such as myself while the
stores operated by tire manufacturers remained as they had been-still free of
paying the tax until the product had been sold. I delivered the check to some
internal revenue agents at the Albany, New York office and turned it over under
protest, after I was informed that if I failed to do so my bank account would be
attached and my funds tied up for an indefinite period. This, you know, would
have created quite a hardship for a business that has no large bank balance and
must rely on regular and rapid turnover to keep operating.

These same agents admitted the unfairness of tie law that forced the inde-
pendent to tie up considerable monies while the company stores have the great
competitive advantage of the use of this money as much needed working capital.
I requested that they contact a company store a few blocks away and demand
payment from them but they refused stating that the law did not require them
to do so.

Even though we function in the same manner, despite some claims to the con-
trary, the small businessman is forced to operate at n disadvantage. Theie is
little, if any, difference in our methods since we both attempt to make sales at a
profit.

At my request for a hearing to the next higher authorities an appointment was
arranged, but when I attended several weeks later I wes confronted with the same
men and received the same ruling. Once again I askel for hearing but failed to
make this one since my wife was very ill and I could not go. With the prospect
of continued sickness and a long frustrating fight I mistakenly allowed the matter
to drop.

All that I and the other dealers I have spoken ti ask for is EQUAL treatment.
That is not too much to ask for. Your efforts in our behalf are greatly appreciated.

BERNIE SINGER.

Mr. BURGER. $1,000 was involved in that deal, in 1964.
Senator WILLIAMS. Any further questions? If not, the next wit-

ness is Mr. Patrick J. Moran.

STATEMENT OF PATRICK 3. MORAN, CHIEF TAX COUNSEL, GEN-
ERAL TIRE & RUBBER CO., ACCOMPANIED BY EDWARD CRUTCH-
ER, GENERAL CREDIT MANAGER, FIRESTONE TIRE & RUBBER
CO.; AND ROBERT SCHARLOTTE, MANAGER, TAX DEPARTMENT,
GOODYEAR TIRE & RUBBER CO.

Mr. MORAN. Good morning. My name is Patrick J. Moran. I
am chief tax counsel of the General Tire & Rubber Co. and a member
of the Public Affairs Committee of the Rubber Manufacturers Asso-
ciation. I am here today representing the Tire Division of the Rub-
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ber Manufacturers Association to present testimony in opposition to
H.R. 318.

Accompanying me are Mr. Edward Crutcher, general credit man-
aver, Firestone Tire & Rubber Co., and Mr. Robert Scharlotte, man-
ager, Tax Department, Goodyear Tire & Rubber Co.

H.R. 318 would amend the excise tax law with regard to the taxa-
tion of tires and tubes. It would impose an advance payment of
excise taxes on tire manufacturers who also operate their own retail
outlets. The proponent of the bill has alleged that independent retail
tire dealers are disadvantaged because they must carry excise tax
payments as part of their inventory costs, whereas company-owned
stores do not.

We submit that the bill will not benefit an independently operated
dealer, but instead will serve only to place an additional financial
burden on the tire manufacturers and an unnecessary administrative
burden on the Internal Revenue Service.

This proposal has been a perennial issue and bills to accomplish
this purpose have been introduced to both Houses of Congress over
the past 10 years.

Despite the fact that hearings on this issue have not been held for
over 10 years, the House of Representatives on two rather recent
occasions has passed this rTaeasure and the Senate also passed it last
year as a rider to a major tax bill. In each case, the bill failed to
pass the test of necessity and legislative action was not completed.

Senator DOUGLAS. What do you mean by the test of necessity?
Mr. 'MORAN. The fact that the Congress did not find that this was

necessary to-
Senator DOUGLAS. Each House found separately.
Mr. MORAN. Our point is that at the time it was passed, it was

never found to be of such a necessity that it should be enacted into law.
Senator DOUGLAS. Each House has found separately that it was

proper action.
Mr. MORAN. Yes; that is correct.
During each of these instances over the past 10 years the tire

industry has unsuccessfully sought public hearings. In this regard,
we appreciate the opportunity that your committee is giving us
today to present facts surrounding this issue.

The basis for the tire industry opposition to this measure was
documented in some detail in my letter to the Senate Finance Com-
mittee of March 7, 1966. This letter is appended to my statement
and we respectfully request that it be made a part of the record of
these hearings.

(The letter referred to follows:) MARCN 7. 1966.
Mr. THOMAS VAIL,
Chief Counsel, Committee on Finance,
U.S. Senate, Senate Office Building, Washington, D.C..DEAR MR. VAIL: We in the tire industry are unalterably opposed to 11. R. 318,
a bill which would amend the Internal Revenue Code with regard to the excise
tax on tires and tubes. The industry has developed certain information to support
the reasons for its objection to this proposed legislation.
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The rubber industry vigorously opposes this legislation because there is no
discrimination against independent tire dealers with regard to the imposition of
excise taxes. The bill, as passed by the House of Representatives, would require
an increase in the excise tax on tires. The bill would impose the tire tax at the
time of shipment of tires by manufacturers thereof to their retail outlets. The
bill includes a broad definition as to what constitutes Inventory held for retail
sale. It would tax the shipment of tires and tubes delivered to manufacturer-
owned retail stores. The bill further provides:

"By 'retail store or retail outlet', your committee means one where the mnanu-
facturer, producer or importer sells tires or inner tubes at retail, and deliveries
to such stores or outlets included deliveries made in the immediate vicinity of the
stores or outlets primarily for future delivery to them. Tax would apply in those
cases to all tires and inner tubes delivered to a 'retail store or retail outlet' even
though a portion or all of the tires or inner tubes of a particular delivery to the
store or outlet may be intended for sale at wholesale."

It is submitted that such an interpretation of retail sales and retail inventory
constitutes a clear inequity against the tire manufacturers because their wholesale
as well as retail inventory will be taxed. Such companies market tires through
a great variety of methods of distribution. The tire manufacturers call only a
fraction of their production through company-owned retail outlets.

During 1964, the latest year for which figures are available, the tire industry
shipped 150,399,000 tires. 48,020,000 tires were shipped to original equipment
manufacturers of vehicles and 100,309,000 in the replacement market. 2,070,000
tires were shipped for export. The distribution of replacement tires was made to
the following outlets:

Outlet: UnU
Oil companies---- --------------- - ---------------- 23, 518, 000
Chain and mail order-------------- - ...............- 19, 976, 006
Department and discount stores -------------------------- 4, 969, 000
Cooperatives ------------------------------------------- 1, 833, 000
Direct shipments ---------------------------------------- 580, 000
Independent wholesalers --------------------------------- 8,158, 000
Independent retail dealers ------------------------------ 30, 556, 000
Company-owned stores ---------------------------------- 10, 263, 000
Military uses --------------------------------------------- 456, 000

Total ------------------------------------------------ 100, 309, 000

The tire industry has integrated its wholesaling and distributing of tires, to the
end that its inventories of tires can scarcely be identified as whether they are held
for retail, wholesale, or redistribution. Suppose, for example, that there are sonie
few retail sales made at a large regional distribution center. Is it the Govern-
ment's intention to tax all shipments to such a warehouse? Additionally, is the
Government interested in dealing with the tremendous added paperwork which this
legislation will require? Recently, there has been an increasing amount of ware-
housing done at company store locations in order to better some independent
customers. Enactment of H.R. 318 could force the companies to revamp their
procedures, probably at substantial increased cost.

The system of distributing tires is made complex because the same distribution
points must be made to serve company-owned and independent retail outlets,
merchandising companies, private brand customers and gasoline stations. There-
fore, it is virtually impossible to designate what portion of the inventory may be
destined for sale in a company-owned retail outlet. The answer is certainly not
to tax all tires and tubes in the inventory regardless of its type. The House of
Representatives has exceeded all reason in laying a tax on a shipment to a retail
outlet, which shipments will include a vast number of tires held at wholesale.

By way of illustrating the complexity which 11.11. 318 would introduce for the
Internal Revenue Service and the tire and tube manufacturers as well, let me
relate the tire industry's method of dealing with National Account customers.
These customers generally are large companies which operate throughout the
country and require tires and tubes in great quantity at many locations. These
customers are given the opportunity to purchase a particular manufacturer's
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tires at any outlet throughout the country which markets the manufacturer's
tires. The independent dealer, gasoline station or company-owned store must get
credit for these special sales and account for them to the manufacturer. H.R. 318
would impose a real problem with regard to the accounting for the tax on such sales,
because the shipment of such tires may or may not previously have been taxed.
It would seem that 11.R. 318 ought to provide for a credit to a manufacturer
where tires are withdrawn from a retail outlet and placed in a wholesale inventory.

There has been great concern expressed for the volume of wholesale inventory
that might be taxed under the broad definition of retail inventory included in the
House Ways and Means Committee Report on H.R. 318. One manufacturer
conservatively estimated that 9% of the floor stock tax provided in the bill would
be imposed on a wholesale inventory. This company also admitted that the
definition of what constitutes a shipment to a retail outlet was so vague that any
estimate was most difficult. It also admitted that the volume of tax on wholesale
inventory could be much greater. Three other companies estimated that at least
25% of the floor stock tax provided in 11.11. 318 would be imposed on inventory
held at wholesale. We in the tire industry believe that the House Ways and Means
Committee was unaware of this inequity when it approved H.R. 318.

There are substantial differences among the tire companies in the manner in
which they account for the movement of tires throughout their distribution
system. Some companies' systems of accounting are based on a dollar amount
and excise tax for each unit. These companies would have relatively little
difficulty in reporting the increased tax due under H.R. 318 although the question
remains as to when the tax will be imposed. Other companies, however, control
the movement of tires on a unit basis. H. R. 318 would require these companies
to completely revamp their accounting structures at considerable cost. They
would be required to change their system in order to bill all shipments to their
retail locations to include the Federal Excise Tax on each item as a means of
determining the tax liability at the time of shipment.

It is important that all who must deal with the merit of H. R. 318 keep in mind
that the excise tax on' tires and tubes is presently imposed on the sale of such
units. A sale is a transaction which is easily accounted for by the taxpayer and
easily audited by the Government. It would seem that the adoption of the
complexity of H.R. 318 could lead to some serious inequities when the Internal
Revenue Service adopts inconsistent views, for example, when the tax is due.
The taxing of a transaction other than a sale should not be adopted without the
most careful consideration.

One manufacturer of tire and tubes is deeply concerned with the problem of
discrimination against the manufacturer which would result through the adoption
of H. R. 318. The sentiments of the company are endorsed by the entire industry.

We have already indicated that the tax on sales to independent dealers is paid
on average, 45 days after the date of sale. We have further shown that the tire
manufacturers do not collect the tax until 86 days after sale. Under the terms
of H.R. 318, the manufacturer would be required to pay tax at the time of ship-
ment to a retail outlet or a branch or warehouse in the vicinity of a retail outlet.
Assuming approximately the same rate of turnover of retail inventories as we
have assumed in the case of the independent dealers' inventories, the manufac-
turer would be required to pay the tax substantially in advance of the ultimate
collection 'of the tax by the company outlet. We have reached the obvious
conclusion that not only is there no discrimination against the independent dealer,
but H.R. 318 would increase the existing inequity in the collection of tax from
the manufacturer.

The tire industry previously estimated that the floor stock tAx would amount
to $12.4 million imposed on only five companies. 'The detail of this floor stock
tax isas follows:
The Gogdyear Tire & Rubber Co__ ...........---- _-- _- _..:.- - $5, 000, 000
The Firestone Tire & Rubber Co-- -.. ----- 4,600,000
The B. F., Goodrich - ------------------- ------- 1,800,000
The General Tire & Ribber Co.. . .. - .... -909, 000
United Statei Rtibber --- ....... ,'. -- - ' 1,000

Total ---------------------------------------------- ' 12,460, 000
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Some officials of the tire industry have recommended that we advance the
proposition that the tire tax should be a retailers tax instead' of a' maRufacturers'
tax. This would' eliminate all inequities Eoth real and assumed. However, thid
would make taxpayers out' of several hundred tire dealers.
' In the- alternative, it may, be that the'Congress should consider an amendment
to H.R. 318 which wb)ld require the manufacturer to pay the tax tb the Gov.
ernment, not when a sale br r~tatl ship-mert ' ecurs, but rather when the manu-
facturer collects the tax from 'the customer. A 'tire manufacturer 'would not
become liable for the tax at the time a sale of 'tires occurs, but rathep would
become obligated to pay the ttx at the time he makes collection.

It is our hope that this report will prove to be of material assistance to the
Senate Finance Committee. when it weighs the worth of H.R. 318. Dealing,
as we are, with a large and diVersified industry, we urge that the Senate Finance
Committee carefully consider the problems which H.R.'318 will add to the
administration and collection of the tire excise tax.' Your committee has a
responsibility to separate the wheat from th6 chaff to prevent the unwarranted
adoption of needless tax legislation.

Having made a thorough analysis of the effect of H.R. 318, the tire industry is
unanimous in its '-pinion that this bill should be defeated. We urge that the
objections of the tired companies be conveyed to the Members of the SenateFinance Committee.

Please feel free to contact me if you should require information in addition to
that contained in this report.Yours very truly, THE GENERAL TIRE & ]RUBBER CO.

PATRICK, J. MORAN, Assistant Counse.

Mr. MORAN. There are live manufacturers who own and operate
retail tire outlets.

Senator DOUGLAS. Would you give their names.
Mr. MORAN. Goodyear Tire & Rubber Co., Firestone Rubber &

Tire Co., U.S. Rubber-Uniroyal, I believe now, the B. F. Goodrich
Co., and the General Tire & Rubber Co.

Senator DOUGLAS. What companies do not have retail outlets?
Mr. MORAN. The other tire manufacturers.
Senator DOUGLAS. Would you name them.
Mr. MORAN. I could only do it from memory, Senator. If you

like, we would-
.Senator DOUGLAS. You are the member of the Public Affairs

Committee of the Rubber Manufacturers Association. You must
know the names of the companies which do not have outlets.

Mr. MORAN. If you like, with your concurrence we would make a
list and submit it as' part of the hearings. '' (See p. 22.)

Senator DOUGLAS. What proportion of, the tires manufactured by
rubber companies, are manufactured by companies which have retail
outlets?

Mr. MORAN. Offhand I cannot say. We could, get this informa-
tion and submit it.#s part, of the hearings.

Senator DOUGLAS. This is a very crucial issue. What proportion
of the companies which have retail outlets sell through their retail
outlets, an what proportion sell to independent dealers?

Mr. MORAN. I might quote, Senator Douglasi from my letter
the fact that the total replacement in 1964, which I think is a good
indication of the replacement tire market today, includes 100 milion
units of tires. 0"-
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Senator DOUGLAS. A hundred million tires?
Mr. MORAN. Right. 1 This list indicates that the independent-,

sales to independent retail dealers is 30 million units.
I think the answer to your question, then, would be that sales to

independents is 30 percent of total replacement market. : I
Senator DOUGLAS. T hat is for the industry as a whole. But what

about the five companies which have retail outlets--what proportion
of their tires are sold by ,independent retailers, and what proportion
by their retail outlets?

Mr. MORAN. I am sorry, Senator Douglas, we don't have that
information.

Senator DOUGLAS. What I am trying to get at is whether the two
big companies that have retail outlets sell primarily through their
own retail stores or sell to independent merchants. That is what I
am trying to find out. A perfectly proper question and one that a
very skilled attorney, which I am sure you are, should know.

Mr. MORAN. r,4m sorry to say I don't have the answer to that.
(See p. 39.)

Senator DOUGLAS.. Ver
Will you continue?n
Mr. MORAN. e are five manufacturers who and operate

retail s ts. Factual data been collected from all fivereaitore ou imrze ers ts _1e (i.we
companies an summarized,he res fts which are d ailed in my
appended letter of Marc 19 5.

In this t stimony position be s marized in 'ese fourbasicoi " ni t
lim roses e inistraxv- burden n both

the taxp ers an the Intern ue ervic
2. T claimed inequity d ot ally e ist ecau of the ge erally

liberal c edit ter s nted t e s b re manufacture
May praphrBe tt e *e mn nufacture s pay

on aver ethe eise tax o the ye ent ays after sale,
but are oth later.

3. The bill is co rar o t e bits- con I policy of in ntain-
ing simpli ity and t whe ib e in th x law.

4. Th eoretica additiona ted sts of i urance or each
independent dealer are ins, cant.

Tfiis esl tion woul impose a. eat a ' trative b den, both
on ourselves a on the n nue ice, to de e when
payment the xis required, because the tire coi nies utilize a
great variety of i bution methods. For exam e, shipments to
independent dealers, ./ail outlets national unts, and private.
brand customers, are freq rmae fro gle distribution center.
The tire industry has integrate i w olesaling and distributing of
tires to the tend that-its inventories -of, tires can scarcely be, identified
as to whether they are, held for retail, wholesale, or for redistribution.

The administrative regulations that would be required of- the,
Treasury-Department merely for the matter of interpretation of the
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intent and coverage of the bill would be highly complex and detailed.
Such changes in the collection, payment, and administration would
disrupt the value of 34 years' experience in this area. Incidentally,
the excise tax payment on tires and tubes, which are now easily
collected, are the second largest contributor to the highway trust fund.

H.R. 318 would bring into the tax law new and disturbing concepts
of tax legislation which heretofore have never won approval. Since
the tire excise tax was first enacted in 1932, the incidence of tax has
been on the "sale" of tires. We now have before us a proposal which
would create a hybrid method of taxing tires. Some tires would be
taxed at the time of sale and others would be taxed at the time of
shipment.

A sale is a term long defined and refined in its meaning both by law
and customary usage. Moreover, its incidence in a manufacturer's
records is easily discernible for audit and accounting purposes. On
the other hand, transfers between divisions are not accounted for in
the fiscal records. The manufacturer would be forced to adopt addi-
tional, costly procedures for recording internal shipments. This
information would serve no useful purpose, except to satisfy the
requirements of this legislation.

Senator DOUGLAS. May I ask this question.
Do you conceive that you pay the tax only at the time of final sale

to the customer?
Mr. MORAN. Yes.
Senator DOUGLAS. Only at the time of final sale?
Mr. MORAN. Yes, sir.
Senator DOUGLAS. How many days is that on the average after

receipt of the tire by your tied dealer?
Mr. CRUTCHER. The average tire dealer-
Senator DOUGLAS. T-i-e-d-your tied dealer, your agent, who

represents you in the retail store shop or filling station.
Mr. CRUTCHER. You mean an independent dealer, don't you.

You are not talking about our company owned stores now.
Senator DOUGLAS. I am talking about company owned stores.
Mr. CRUTCHER. In company owned stores-we think it is approxi-

mately the same as the average independent tire dealer, which takes
about 95 days to turn his inventory.

Senator DOUGLAS. So that during that period, there is no tax levied,
but the independent dealer has to pay at the beginning of the 95 days.

Mr. CRUTCHER. T7he independent dealer gets billed at the beginning.,
When he has to pay is another matter. But he does get billed at the
time-

Senator DOUGLAS. And that bill includes the'tax?
Mr. CRUtCHER. The bill includes the tax.
Mr. MORAN. I think our later testimony, Senator Douglas, will

clarify this point, as to the billing and the collection of the tax from
the independent dealer.

Senator DOUGLAS. I had always thought the tax was collected by
the Internal Revenue. Who collects the tax?

Mr. MORAN. We collect it from our customers, and we in turn pay it
over to the Internal Revenue Service.

Senator DOUGLAS. That is, when you sell a tire to an independent
dealer, you add the tax to the bill?
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Mr. MORAN. Yes, sir.
Senator DOUGLAS. But your transfer to your own store does not

carry with it, any added payment at that time.
\lr. 1tri(EIim. OI triat point, Senator, there colld be some

dify ren(ce between the rilbbr cml)anies. I have reason to )elieve
that some of hll n maybe do bill their st ores, and some of them do
not. l11t that is insiglilicant, It isn't paid anyway until tile tire isSold.
S. nutor('i'iS. Is this your con tent io -that while at the time

tires are tranisf. rre(J( )hysically to your colipuny-mvnied store, you (o
niot r.garid talit as a sale, ai(d tile anianufac tilrer's cxcise tax is not laid
at tilit time to the Goverinnent, and that when tires aire transferred
physically from a tire company to an independent dealer, is it your
cmit,,ii tion that while tI heoretically the tax is due at the time of the
transt'cr, that because you extend them a period of credit, which conics,
aC rding to your figures, somewhere near the time they are to he
sold, tiat in actual practice they pay the tax about. the time they s(11
the tire. Is that your position?

M1r. N1oRA N. Yes, it is. The point is that the indepdcidint (h alert
is nt v, r disa(ivantaged--oli average is not disadvantaged ---because
lie (10(s not lay out the money to pay for tax which, as is aimed by
the l)ioponents of the bill, the company-owned stores do not have
to pay out the tax.

Senator ('uiris. Some time back the Congress passed a measure
which took care of the gasoline and I believe the fuel oil dealer, the
retailer, who had paid his tax and then lost his inventory by fire,
storm ofr fh(l(d. Are there no such provisions in reference to tires?

Mr. SCI*;xorRLOTE. I am not familiar with any major problem in
this area Coi)parat)le with the gasoline.

Senator CURTIS. I am thinking of it in connection with the cost of
insurance.

I al: quite sure it is true that if gasoline upon which the tax is
laid is destroyed, a refund is made, on the theory that the tax is
collected on gasoline to build highways, and the gasoline was never
used on the highways.

It may be a minor point, but it might have some bearing on the
stateme'it that their insurance costs are up because of the liability
for the manufacturer's excise tax on tires adding to the total cost-
ultimate cost--to tile independent dealer, on which he has to protect
hiiiiself with insurance.

Senator DouGLAS. And if he doesn't take out insurance, he is
Conl)letely out of luck.

Senator Cuwrls. I don't know how necessary it would be to have
the rfmid law that applies to destroyed gasoline apply to ties or
other profits. 'They may l)ecome too complicated.

Senator DOUGLAS. Or if tires are stolen, the independent dealer
will have already paid his tax, and the company-owned store will
not. have to pay, because final sale has not been consummated.

Similarly in' the case of fire, there would be no redress for the
independent dealer. His tax has already been paid. There would
be no charge for the company-owned store.

45-252-66----4
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It seems to me these are factors. And I think tile Senator from
Nebraska has done very well in pointing them out-as well as interest
costs.

Mr. MORAN. These are l)oints that we Will later show, that the
increased costs of insurance, because of these factors which the Semttor
very well pointed out, is very1 minimal.

III answer to your question, I have here the attoes of the other tire
imamffacturers that are members of the Rubber Matnufacturers Asso-
ciation, that are not one of the five major companies. I wouhl like
to read them into the record.

Senator DOUULAS. I would appreciate it.
Mr. MORAN. Gates Rubber (.o., Armstrong Tire & Rubber (lo.,

Mansfield Tire & Rubber Co., Seiberling Tire, Dayton Rubber Co.,
Kelly Springfield Tire & Rubber Co., Lee Tire, ('ordoroy Tire, Cooler
Tire & Rubber, Mohre & ire & Rubber Co., I)enmatn Rubber (Co.,
MeCreary Tire, and Dunlop Tire & Rubber Co.

Senator Dou mAs. These are all minor companies.
What proportion of the total productionn of tires is produced by the

big five, each of which apparently hs retail outlets, and what propor-
tion is by the smaller tire companies, which do not have retail o tlets.
That is the test.

Mr. MORAN. We will obtain that information. If the hearings will
stay open, we will introduce it t part of our testimony.

Senator DoUGLAs. With all deference, you must know what pro-
portion the big five have of production of tires. I once knew-I can-
not recall the figures at the moment, but there was an overwhelming
preldominance. These companies that you have just read are rela-
tively minor so far as tires are concerned.

Mr. MORAN. I will be happy to j)rovide that.
Senttor Dou(LAS. Could you supply it by tomorrow morning?
Mr. MORAN. Yes, sir. (See p. 39.)

Senator DouGLAS. Good.
Mr. MORAN. We have analyzed dealer inventory turnover experi-

ence and the credit terms extended to independent'dealers. The five
major tire companies having company owned stores have develol)ed
information indicating that the average independent dealer will
dispose of his inventory within a 95-day period.

' ire manufacturers have various prograuims of extended credit
terms which are granted to all independent tire dealers. As a result
of these terms, the five major tire coml)anies carry an average of 86
days' sales in dealer accounts receivable. Many large dealers piy
their accounts before maturity in order to earn anticipation discounts
so theaverage ternis for smaller dealers will substantially exceed 86
days.

Consequently, it is our conclusion that the average small independ-
ent tire dealer does not pay excise tax prior to his disposal of the tires
involved.

These points clearly show that the claim of inequity or discrinmina-
tion against the independent tire leader is either nonexistent or greatly
exaggerated. If there is no inequity to be corrected, then there is no
purpose to the bill except to harass the tire companies.

H.R. 318 has been proposed at a time when the Congress has
expressed an interest inl simplifying the tax law. Senttor Long,
the chairman of this committee, has taken a long step forward to
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bring equity and clarity to our tax la,v in offering for your coiisidera-
tion his simlplified tax reform, introduced as S. 2780. We find that
11.R. 318 is contrary to the theory of simplification and is grossly
iiioquiti)lo to the iire manufact'ulrers.

Our testimony today has already pointed out that the tire manllfac-
t irers pay the tire excise taxes to the Federal Governmenti prior to
collection from their customers. If the committee is to consider all
the equities which hear on lt.R. 318, it would seem that we should 1)e
asking for an1 anlendllient wich wolild permit its to delay the pay-
ment of these excise taxes. lndoubtedly a more equitable procedure
Would be for the tire coi mpanies to be grailte(l an additionid 30 days
to remit excise taxes at the end of the second month following the
month bi which a tire sale occurs.

As a matter of comparison, until recently employers were l)ermitted
a substantial period of time within which to )ay to the Government
payroll taxes withheld from their employees, the theory being that
this grace period was a reward granted for collecting these taxes for
the Govermnent.

Although this grace period has been substantially reduced in the
recent amendments to the income-tax regtilations, the fact remains
that 110 employer must remit eml)loyment taxes prior to their being
withheld fromn the eml)loyees.

Consideration has been given in our hI(hustry to a l)rol)osal that the
tire excise tax be 11ma1de a retailers tax in order to answer time lmYpo-
thetical objections Which have been raised by the proponent of this'bill.

If the tire tax was a retailers tax, neither company owned stores or
independent dealers would have any excise taxes in their inventories.
Although true equity would be achieved, the Government would have
to deal with over 100,000 more excise tax returns.

It should be clear to the committee that the benefits to be gained
by imposing an excise tax on deliveries to company-owned stores
has been greatly exaggerated by its proponent. Any alleged benefits
which might )e derived from this legislation have been greatly mis-
represeiited. The average small dealer will not be helped if It. 318
is enacted. In fact, the only change will be to complicate life for
the tire companies and the Internal Revenue Service. There is
absolutely no benefit to the small independent dealer.

The Rubber Manufacturers Association was not given an oppor-
tunity to testify when the House of Representatives passed H.R. 318.
if we" had al)l)eared, we could have pointed out that the acceleration
of excise taxes from this bill will amount to $12.5 million instead of
tile figure of $2 million used by the House in its haste to adopt this
legislation.

Pile committee report mentions that the increased insurance costs
to independent dealers because of carrying a tax paid inventory is an
important factor. We submit that the increased cost is not material.
Insurance rates oi tire inventories will vary from $0.10 to $0.75 per
$100 valuation, depending on the type of building, whether tile build-
ing contains t sprinkler system and the type of location where the
tires are stored. The average dealer maintains a tire inventory of
of approximately $30,000 including excise taxes. The increased
annual insurance costs will vary from $3.12 to $22.36. At most it
would not exceed .08 percent of'this inventory. Surely the Congress
is not going to adol)t legislation which deals with such trifles.
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In em('illsitli, 11111v Nve sayV tltit it. is evidenit, tflilit, thle very minorlm
hult i I'e of thlie ille(JIlit its fl;tinig tile iiiliiidliil itidepetideti, t. l'ler
pirccellide ItliX favor-able coniside'rat ion o)f 1I.RI. 3 18. It. is es'peciallyN
ililplwrol)1'at; to t ( adojt this legislat ion whenl oiw weighs tile ha r(Iell

t'VIIeth sI (rtes andt oil tihe I nteriia1 I leveiiie 8evicie.
N Iorcover, tilie hylvtiii Mititt11itoll dt'v''lo)ped l II .l. :31S N which

W( Illd 1lie cml-I 'iry to liistoiic-i I plrCethtllut, and1( 11001( he t'leiii'ly tlt'ii t

Do)c~IIIt ii etit o)f the 'Iiealsi -v ba vt called for a1 Sill) jliti'a t ion oif our-
Fela-I t vx svstoiii anid I le remval of 11n1 ohbsttidees w Ilnch obstiruict,

0o1'l'ly 11(Il1iist rat itit of, atid ('luliili('e WithIi this syst'ill.
'ThIank pom for your tati i.
Thle ( hAlIRMA N. Let. Mei See if I iiitlrSt ilid whalt youl are- arIguingo

ovXerI% 1 11111 hot, Wo)Iriet abliit. comllplexity its liml li Its 1 41i1 liit.
equity. )'(It say:

'Ihe a ven( itlweitt tire dilet' will dipot of his itivett w wit hil it
115-da\ perod

TIi re ow ito 1facturires hin y varIlious progliill s of ext etd c'redlit tv elvs wichti
ale glit ii tOIi till i lidVIeni t tit- vi tletrs. Asit a 'stilt. of these t (wi'tis, t he five
ma11jor ct'olatie, early tilt average of 86h tdays' sitlts ini tvlt'dr Zat'(omit recteivabile.
NlI tiiv lar'ge tielets pa1Y thirt accunts hietirt tntti iiit v lit order to earn ati ci-
pjlil1 outltoti a , So t ie( average tterm for small tvlt'drs will sibist ant ally vxeeed
86 dayu s.

N I ., mi t louse diealers r'equiiret to pay a1 Il, intertest ohI t his '86 dtys,
or' to lore1'egt ad iscount1 if they hav ie tilie ad iallitiage of 86 days of creti'

NI'. NlOo.N. I Would like to aisk Nir-. ('rltcher to explii t hat.
.NI '. ( 'tui'c I i. No; t here is no0 int rest cluigee ill these t ermls for

St'lli tm 0W'I LLI AMS. ''Iiere0 is a1 t'liar1ge, howeOver, tihuroulglita reduced

NilI'. (RITT'Alriti:. It' t lies' dot 110t, pay\ witll inl li pprOVed teis,
th. o uiltd lose cash discoiiit 8. But, bear ill mlinid, t his doesn't, mleanh

wev give the :1( 0 (1liys andit dis'oulnt. for .30 danys, andi(h ~ell take t his
d 1800 il)t tIwat if t hey dtli't, paly withill till,'mo lengthy ternils.
'I'lae's lengt Iv\ t ermls ('a11.1-y (cash1 tlistolilt lit mia turit y.

';t'lillltol W( ILIA MS. (10111 $()oIf give 115 o ii') ill (lie record tilie
tlis('oulit lI-ates oil t lie 9(klay salles. --
Nil'. ( itlT'l'cil lo. TIhiis could lbe (1o11. I thIinik periuips it. would

d ifyv'fr I eaceh of thle fiv'e i'blhi c'tiil li es. I am lIi t Sure' ofr this.
TI'l CHIRMAN~hi. 'I'llitt is the inlfornlliat hu t hat we woiild like to have.

I Nvuld take it thlalt yourcall' y an-ow 11(0( st ores, inl effect, hilid the
bvlltfii o it a cash discoiunt. Would thalt not hle correct'?

Mr'. (1uu~ 'li. 'The colnipanvl-owned St ores en Ij oy t Ile Mainle

,Nit'. ( iti1rdhcivl1. se'llattI, this (-all he done1t. Now, tilis wld~ rte-
qil-P' each (if tilie fivei ciplinies tN) submiit t heir owni infoi'l1iollt', I
blieive. (See pp. 40-43.)

S01i1ltoil' WILLIANMS. Well, thalt Wo1.l1(i't, lie too lu1nCh1 trou011le.
MIlv. (CnRUTCIER. Bear in mind these terlils might. b)e (ifferelt-well,

wiolld 1)0 differ'ent, ait different times of flie year.
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Senator WH, LJAMs. But there is notbiig secret about it, is there?
I am not asking for trade secrets. It is public information-whatever
temns von would have,

Mr. IIu'rcER. 'rie information that any one rubber company
would l have would, of course, not be a secret between him and his own
dealers. lie would like to think it was a secret that his competitors
don't know about it.

The CHAIRMAN. As a practical matter, don't his competitors know
about it,?

Mr. CiuTcHmEIt. I think they learn it through the dealer organiza-
tioiis; yes, sit.

Senator WILLIAMS. Having been a small business operator, 1 know
we used to take one man's prices, and we didn't, hesitate a moment in
discussing it with the next man we thought may have better prices.

Mr. CHUTcIIHIt. I think you are right. The secret would not be
a secret too long. The organizations seem to spread the information
Iroulnid.

The C[AIRMAN. Senator Douglas?
Senator )OTOLAS. Mr. Moran, at. the top of page 7 you said that

the House estimated that the acceleration of excise taxes would bring
in $2 million.

Mr. MORAN. Yes, sir.
Senator DOUO1AH. Your estimate is $12% million.
Mr. MOrAN. Yes, sir.
Senator DOUGLAS. So the actuad amount of the discrimination is

six times as great as the House said it was; is that true?
Mr. MORAN. That is not so.
Senator DOUOLAS. It seems to me you have given very eloquent

testimony ill support of the bill.
Mr. IORAN. There is no discrimination to be corrected by the bill,

whether it is 2 million or 12 million or a hundred million-thero is
still no discrimination to be corrected by the bill.

Senator DoUGLAS. We have $12,' idillion of costs borne by the
independent dealers, whereas the House said there were only $2
million of costs. So I want to thank you for the honesty of your
testimony, Mr. Moran, and congratulate you on bringing these facts
forward,'indicating that the evil is of a ii;iih graver nature than the
House believed. I

Mr. MORAN. We were very much interested, Senator Douglas,
in trying to bring out in the open all of the information that we could
p)ossil bring to bear, so that this committee could have all of the
information that, it needs to adequately consider this bill. And in

view of the fact that this is the first time we have had a chance to
testify in inty years, and to bring to this Congress the facts in the
case, I suppose a more skilled lawyer than itself woul4 have sug-
gested that we not mention this. Iht we are interested in trying to
bring to this committee all of the information to show that there is no.
discrimination. , , I.

Senator DoUGhAS. The Bible says if, you swear to your own,hurt
and changeth not, this redounds to your moral credit. '...,Ck;

I want to siy this redounds to your moral credit, mnd also tp, the
argument for the bill in question., , I, , , , , ,

In the mext paragraph, Mr., Moran do the insurancoerttw include
insurance against robbery, or merely against fire?.
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. Mr.'SCHARLOTTIM. My understanding is that the rates that we
used were comprehensive coverage- fire, theft.

Senator DOUGLAS. And robbery?
Mr. SCHARLOTTE. Yes.
Senator DoUrLAs. Can you verify that? (See p. 39.)
Of course, a big company can sity one-tenth of 1 percent is a minor

thing. The little fellowv may think one-tenth of I percent is the (differ-
ence between surviving and not surviving.

Mr. MORAN. Surely $3.12 is not the difference between surviving
and not surviving.

Senator DOUGLAS. Per tire?
Mr. MORAN. No; per inventory. This is for the total inventory.

The annual cost to a dealer who has a $30,000 inventory wolil( 6e.
increased $3.12-between $3.12 and if lie was-had a bad risk, $22.36.
So his profit would be reduced by $22 over the year.

Senator DOUGLAS. I am a little puzzled on the way you had1(fed
the payment of taxes on tires sold to independent dealers.

Is Mr. Stone of the Treasury Department in the room?
Apparently he is not here.
Do I understand you have already paid the tax of the independent

to the Treasury at the time of delivery of the tire?
Mr. SCHARLOTTE. If I understand your question correctly--
Senator DOUGLAS. Let me make it perfectly plain. Suppose

Firestone sells a tire to an independent dealer on the 1st of July.
As he sells that tire, has he paid the tax to internal revenue?

Mr. SCHARLOTTE. The tax on a tire sold oi July 1, 1966, would be
paid by August 31, 1966.

Senator WILLIAMS. You have 60 days after the sale; is that correct?
Mr. SCHARLOTTE. It is less than that on average, because it is by

the end of the month following the month of sale.
Senator WILLIAMS. I see. It would be 30 to 60 days.
Mr. SCHARLOTTE. On average, about 45 days.
Now, we sell the tire on July 1, 1966. We pay the tax on August.

31, 1966. We will not collect'the cash from the dealer until Septemn-
ber 30 or later. And this is really the heart of our argument-that
in terms of cash outlay-

Senator DOUGLAS. It is a month's disadvantage that the inde-
pendent dealer has, and not 90 days; is that right?

Mr. SCHARLOTrE. We would argue that it is even less than 1 month,
because the tire that he buys on July 1 he will sell within this 90-day
period. He may not sell it. He may carry it the whole 90-day
period. But so long as he has it in his inventory, lie, at the same
time, has not had to pay out cash to the tire manufacturer. So he
can buy the tire on July 1, 1966, and he can still have the tire on
hand September 30, 1966; but he has yet to pay a dollar of tax or a
dollar of the cost of the tire, because of the ordinary credit that they
are granted.

So that there is really only a short period. He may sell the tire
August 15. He still doesn't have to pay for the tire until Septem-
ber 30.

This, as I say, is the crux of the matter. The tire manufacturer
provides the credit which in large measure provides the working
capital to carry inventory, for the independent tire dealer.

Senator WILLIAMS. If the Senator would yield-I think that is the
reason it would be so important for us to have a list of your discounts

99:



TIME FOR TAXING TIRES AND TUBES

on these 90-day sales; we could see what compensation the companies
get for this carrying.

Senator DoUGLAS. And the comparative discounts as between the
terms granted to the independent dealers and the terms granted
to the company-owned stores.

Mr. MORAN. The terms are identical. The terms granted to in-
dependent stores and the terms granted to comnl)any-owned stores
are identical. As Mr. Crutcher so well pointed out previously, we
attempt to keep the independent and company-owned stores on an
equal footing. This is very clear in our organization, and I am sure
it is true in the other companies.

Mr. CRUTCHE. Senator Williams, to submit these terms that you
nsk-now, this of course can be done. As I say, in each of the five
companies there would be some difference, I am sure. Now, this could
he surveyed by the Rubber Manufacturers Association. It will take
a little time for them to survey it and submit it. (See pp. 40-43.)

Senator WILLIAMS. Well, it you don't have it, perhaps Mr. Burger
cold get that from the indeplendents, because I am sure that they
all have it. We can get that from the dealers rather than the com-
panies. I don't think that information would take too long to get.

Mr. CRUTCHIIE. I am sure Mr. Burger would be in no position to
get, it.

Senator WILLIAMS. Each dealer has a copy, has he not?
Mr. CRUTCHEt. They do not.
Senator WILLIAMS. You mean an independent tire dealer in Elgin,

Ill., or in Wilmington, Del., does not have a record of the discounts
that are available to him by the compay which he represents?

Mr. CRUTCHER. At different times of the year, Senator, no. These
are announced at different times of the year.

Senator WILLIAMS. We will just take for example the one in effect
as of today.

Mr. CRUTCHInE. He would know what was in effect as of today.
Senator WILLIAMS. Surely.
Mr. CIRUTCHmE. He would know it not through a piece of literature

of any kind, but he knows.
Senator WILLIAMS. And you know?
Mr. CRUTCHER. Yes.
Senator WILLIAMS. So you could easily furnish this as of today for

each company?
Mr. CRUTCHER. The terms in effect as of today, yes. As of a

month from now, they would be quite different.
Senator WILLIAMS. That is all right. We hope to have acted in

less than a month.
The CHAIRMAN. If they haven't changed the pattern, it would proba-

bly serve our purposes to know what terms were in, effect as of the
first of this year-if the companies object to giving their present terms.
Unless you wanted to say there has been some change in the policy to
the advantage of the retailer. . 0

Mr. CRUTCHER. Basically the point is this. In the winter months,
longer terms are offered to the dealers, with cash discount at maturity-
longer terms are offered than at other times of the year. On winter
tires it is the reverse. Longer terms are offered in the summer.

The CHAIRMAN. As I understand your position, though, you con-
tend that this doesn't really make any difference because you are
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doing the same thing for your company-owned stores that you are
doing for the independents, you are treating them both alike in that
respect?

Mr. CRUTCHER. Identical, yes, sir.
Senator DOUGLAS. Are you willing to stand on that statement-

that the discount terms at any one time are identical for company-
owned stores and for independent dealers?

Mr. CRUTCHER. In principle-I can speak for my company.
Senator DOUGLAS. What is your company?
Mr. CRUTCHER. Firestone.
Senator WILLIAMS. Do your billings to the company-owned stores

include the tax, or is that billed to them after the sale?
Mr. CRUTCHER. In our case, Senator, in the case of Firestone, it

includes the tax, for bookkeeping purposes.
The CHAIRMAN. For bookkee ing purposes--
Mr. CRUTCHER. Not to pay the Government.
The CHAIRMAN. Actually you have not paid the Government then?
Mr. CRUTCHER. We have not paid the Government.
Mr. MORAN. The point here is that each company has a different

method of accounting. It is difficult to generalize among the tire
industry on whether they all treat the handling of this tax or the
handling of their billings the same way.

Senator DOUGLAS. This is a very important point. I want to
see if you want to have it stand on the record.

Mr. Moran, do you say that all of the companies give the identical
discount terms to company-owned stores that they give to inde-
pendently owned retail stores?

Mr. MORAN. "All" is a very difficult term to use in a situation like
this. Our'policy is clearly stated-that the independent stores-

Senator DOUGLAS. A lot of variation can exist. if you say that is the
policy, but it is not always followed.

What I am trying to get at is this.
Do you have more favorable discount terms for company-owned

stores than you have for independently owned retail stores?
Mr. MORAN. No, we do not.
Senator WILLIAMS. In your statement, you list 100 military sales

annually.
Now, for example, when you sell to the chain and mail order stores

approximately 20 million tires, when and how do you bill those?
Mr. MORAN. We bill them at the time the tires are shipped to them.
Senator WILLIAMS. That is paid at the time the tire is shipped.

Let's go down the line. Department and discount stores, about
5 million.

Mr. MORAN. Those sales are billed at the time of shipment.
Senator WILLIAMS. How about the cooperatives?
Mr. MORAN. The billing is treated the same way.
Senator WILLIAMS. Your direct shipments?
Mr. MORAN. Yes, the same billing.
Senator WILLIAMS. Independent wholesalers?
Mr, MoI4N. They axe bijied for the tax at the time of shipment,and sale. .,SenatorIWTiAMS. The saie woy?

Mr: 'OAN. Yes, sir.
Senator WILIIAMS. The independent etailers are billed the same

way?
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Mr. MORAN. They are treated the same way as any other customer.
Senator WILLIAMS. How do you collect from company-owned stores?
Mr. MORAN. At the time of sale.
Senator WILLIAMS. The retail sale, not at the time they are shipped,

is that correct? Is that the differential?
Mr. MORAN. That is correct.
Senator WILLIAMS. Now, go back up to the top of the list. I

notice there is 23% billion that are sold through the oil companies.
How are they billed?

Mr. MORAN. In the same way--at the time of shipment or sale to
the oil company.

Senator WILLIAMS. The same as the mail-order stores or independ-
ent wholesalers?

Mr. MORAN. Yes, sir.
Senator WILLIAMS. Then 90 percent of the tire sales are bi'Jed with

the tax at the time of the shipment, is that correct?
Mr. MORAN. One-hundred percent of all sales are billed at the time

of shipment.
Senator WILLIAMS. But the payment is not due in the company-

owned stores at the time of shipment, is it?
Mr. MORAN. We don't want to lose sight of the fact that we are

dealing with a section of the internal revenue code which discusses
how you pay your excise taxes.

Senator WILLIAMS. I realize that. Let's not shadowbox here.
Is there not a difference between the manner in which the tax is

collected on the 10% billion that are sold through company-owned
stores and the 90 million sold otherwise?

Mr. MORAN. No; there is no difference.
Senator WILLIAMS. Then you would have no objection to a bill

being passed which said that all must pay this tax in identically the
same period of time as related to shipments from the company. Since
they are all already being done the same you would have no objection
to us embracing or passing a bill that spells that out, and then that
would eliminate all argument, is that correct?

Mr. MORAN. If that were to bring equity into the tax law, yes, we
agree.

Senator WILLIAMS. You would support a bill that would levy the
tax at the same time in connection with retail stores and company-
owned stores, all related to the time of the shipment from the plant.
You would support such legislation. Forget this bill, whether it does
or doesn't. But I understand you would support that principle?

Mr. MORAN. I think, Senator Williams, your suggestion is embodied
in a suggestion which I mentioned in my testimony with regard to the
fact tis ought to be considered as a retailer's tax. This would bring
the point into focus that you suggested.

Senator WILLIAMS. What confuses me, Mr. Moran, is that first you
say there is no difference in the manner in which the tax is being paid
as related to the others, and then when the suggestion is made that
we embrace in the bill a provision that says that the tax will all be
collected on all categories in relationship to the shipment from the
manufacturer-the same relationship, shipment from the manufac-
turer-then we find objection. You puzzle me some.

Mr. SCHARLOTT9. I think perhaps you are using the wrong word,
because what we are talking about is a taxable event, and the taxable
event is a sale, uoV a shipment.
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Senator WILLIAMS. I think I understand it, too, but I wanted to
get it out. The difference is that in these other categories the time
of the sale is interpreted as when it leaves the manufacturer to the
dealer, is that correct? Therefore, the tax is levied at that point.
In the company-owned stores the time of the sale is interpreted as
when they are sold at retail, and therefore there is a delayed action
in the imposition of the tax. Is that correct?

Mr. SCHARLOTTE. No; there is no delayed action--unless you are
trying to relate it to the ultimate consumer.

As you can see, most of the customers that we are talking about
here are middlemen in the chain of distribution. Arid the company-
owned stores are at the end of the line, at the retail level.

Now, we are simply saying that the present law is simple and work-
able. The tax is imposed at the time of a sale. And when we sell
a tire at the company-owned store down the street, there is, a tax
payable. When we sell a tire to an oil company, the tax is payable.

Senator WILLIAMS. I think I understand the problem here, and I
think I understand the situation.

The CHAIRMAN. Let me get in on this for a moment, because there
is one thing I want to clear up. If I can clear up two points, I think
I can reach my conclusion.

May I say to you, Mr. Moran, and your assistants, and also to Mr.
Burger, as far as I am concerned you boys are going to win or lose this
case right here in this hearing room, because every time I discuss this
matter I have agreed with the last man I talked to, and the reason was
because he always knew more about the subject than I did. If I
talked with the independent tire dealers I agreed with them. When
I talk to you fellows, I cannot meet your argument, so I wind up
thinking you are right about it. Then I talk to them again, and it
sounds like they are right again.

Let me see if I can nail down the points I think I need to know to
arrive at a conclusion.

First let's talk about the tax itself.
The tax on tires and tubes is a manufacturer's tax, isn't it?
Mr. MORAN. Yes.
The CHAIRMAN. So the tax is imposed at the time you sell that

tire. When you sell it to the independent tire dealer, as far as your
relationship with him is concerned, somebody owes tax on the tire,
is that correct?

Mr. MORAN. Yes, that is correct.
The CHAIRMAN. And the tax has to be paid to the Government

60 days after this sale.
Mr. MORAN. On an average, 45 days after the sale.
The CHAIRMAN. Right.
If you sell a tire to an independent dealer let's say, on April 1,

when must the tax be paid?
Mr. MORAN. It is due on May 31, because on May 31 you pay

the tax for all the sales during April.
The CHAIRMAN. I see.
Now, if you are dealing with your company-owned store, the day

the tax is imposed is the date the store sells the tire.
So if you take the same analysis, then in the latter case the tax

would measure from May 31 instead of from April 1. If you sold it
on May 31, then the tax-the date would start to run from May 31
instead of April 1.
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Mr. MORAN. If we sold a tire on-I don't understand your analysis,
Senator Long.

The CHAIRMAN. All right.
First we discussed when the tax would be due. We agreed that

if you sell a tire to an independent dealer on April 1, the tax is due
on May 31 regardless of when the independent dealer res.lha it.

Mr. MORAN. Right.
The CHAIRMAN. Now, on the same day, April 1, you put a tire

in your independent store. You really-haven't sold it, but maybe
for bookkeeping purposes you treat it as a sale. It is still in the
company. The company still owns the tire. On April 1 you put
it in your retail outlet and let's say you sell it on May 31.

Now, in that instance, when would the tax be due on that?
Mr. MORAN. If our retail store sold it on May 31, the tax would be

due on June 30.
The CHAIRMAN. On June 30.
All right.
So tile manufacturer would have an additional month, then, to pay

the tax.
Now, the tax would then have been postponed from April 1 to May

31 in one case, and in the other case it would have been postponed
until June 30.

Mr. MORAN. Remember, even though we sold this to an' inde-
pendent dealer on April 1, he would not pay us that tax until July 31.

The CHAIRMAN. You are talking about the independent dealer?
Mr. MORAN. Yes.
The CHAIRMAN. He would not pay you until July 31 because you

are advancing him credit to carry that.
Mr. MORAN. Yes.
The CHAIRMAN. All right.
Now, to try to straighten my thinking, let's leave out your credit

for a minute, because that confuses me. Let's just try to think about
it with the credit out of it, and then put the credit in and see what
difference that makes, because that is fundamental to your argument,
as I understand it.

Mr. MORAN. Yes, sir.
The CHAIRMAN. I realize that is very important.
Now then, if there is no credit involved here, you would pay the

tax, but you have to add it to the cost of the tire at that point.
Now, let's say he buys $30,000 worth of tires from you. How much

tax would that be against a $30,000 inventory?
Mr. MORAN. About 10 percent.
The CHAIRMAN. So he would have-leaving out the credit feature

you are speaking of-he would have about $3,000 to pay interest on
from April 1 to May 31. And your outlets would not have that inter-
est factor to carry. So that would be interest on $3,000 that he would
be looking at, and insurance on the $30,000.

Mr. MORAN. Right.
The CHAIRMAN. How much do you estimate the interest on that

$30,000 would be, just on the average?
Mr. CRJTCHER. One-half percent a month. $15 a month.
The CHAIRMAN. So you are talking about $15 a month for insurance,

right?
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Mr. MORAN. No, interest.
The CHAIRMAN. All right.
Now, that is 2 months, that is $39 for interest we are talking

about. In addition to that, we are* talking about the insurance.
Now, what do you think the insurance on $30,000 inventory would be?

Mr. MORAN. We estimate between $3.12 and $22.36, for the year.
The CHAIRMAN. Let's get a figure, because I am trying to get all

this together.
Mr. MORAN. Let's take $12 a year on average, additional insurance.
The CHAIRMAN. I think that is about what it would amount to.
Mr. MORAN. That is the median of the insurance figures that we

have in our testimony.
The CHAIRMAN; So you feel that that would only be about a dollar

a month insurance?
Mr. MORAN. Right.
The CHAIRMAN. For 2 months, that is $2. Now, that is $32.
Now if you isolate that feature, he would be looking at a $32-

he would have a disadvantage of $32.
If I understand correctly, you contend you are selling these tires

to the independent dealer for the same price that you are pricing them
to your own sales outlets.

Mr. MORAN. Yes.
The CHAIRMAN. And that the discount terms are the same as

between the two.
Mr. MORAN. Correct.
The CHAIRMAN. Now, assuming that to be correct, you say that

you are letting them carry this inventory for an average of 85 days,
and that they are not paying you interest on that.

Mr. MORAN. Correct.
The CHAIRMAN. If I understand your argument, you are contending

that on the average these people get the benefit of interest on that-
that the tax has been paid, all right, but on that $3,000, they are getting
the benefit of 3 months-of almost 3 months' interest on that money.

Mr. MORAN. That is correct.
The CHAIRMAN. In other words, because you let them have it on

consignment, and you are not charging them interest on it, and you
are giving them the same fash discounts that your own stores get if
I understand it--if you just rough that figure out, you would 'be
entitled-they are actually gaining $45 in interest, if you just rough it
out to-make that 3 months rather than 85 days-you are contending
that they are getting the benefit of $45 interest, because you are carry-
ing this interest on this inventory rather than them.

Mr. CUTCHER. You are carrying the accounts receivable, yes, for,
as you say, nearly 90 days, and a long cash discount, when they do pay

,:Senator WILLIAMS. And of course the additional cash discount for
the shorter period of time will'show up in this report you are furnishing
US.

Mr. CRUTCHER. I can only speak for 6ne rubber company, but there
is no variation in the cash discount.

The CHAI MAX. Just to get this straight in my mind-I want to be
,fair to both sides, and I want to consider all factors.

I am trying.to get down to dollars and cents. You are contending
that by carrying this inventory, and without charging them interest
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on the money they owe you, that you are in effect giving them the
benefit of $45 of interest expense that ycu are paying on inventory
they are carrying?

Mr. MORAN. Yes. That is exactly it.
The CHAIRMAN. You contend that $45 offsets the $32 they are

out by virtue of having to pay this tax at an earlier date?
Mr. MORAN. This is substantially it, Senator. In other words

if there is any inequity in the present system, it ought to be considered
in favor of the tire companies.

The CHAIRMAN. Well, now, of course you would concede if you are
not carrying some fellow's inventory for him, that he does have a
good argument, that $32?

Mr. MORAN. Right.
The CHAIRMAN. In other words, you would concede if this interest

expense that you are carrying were not a part of this picture, he has
a good argument?

Mr. MORAN. This is the very point. If he had to reach down in
his pocket and pay over to us this excise tax, we would agree that he is
disadvantaged. But our point is he doesn't have to pay this, and
there is no disadvantage. In view of the terms that-

The CHAIRMAN. I might say if what you say is correct, and I were
an independent tire dealer, and I could keep that inventory on that-
sitting up there at no cost to me, and with you carrying the interest
expense, that. would be great-thatis how I would do business.

But on the other hand if by doing that I have to forgo my cash
discounts to the extent that that causes me to lose as much in one
respect or another as I gain by this, then of course it would wash it
out.

Do I understand your contention to be that you don't have to do
that?

Mr. MORAN. He doesn't have to do that. He still gets the dis-
counts.

The CHAIRMAN. He still gets the discount-even though it is
90 days?

Mr. MORAN. Yes, sir.
Senator WILLIAMS. But does he get the same discount that he does

if he pays in 30 dars? The answer is no, isn't it?
Mr. CRUTCHER. fo answer that, there is a short period of tine

each year--l.aybe 3 months out of each year-when a dealer gets
long terms anTd gets extra anticipation discount by paying before
maturity.

Senator WILLIAMS. I have not formed any opinion on this bill,
but I think we would get a better understanding if we would just be
frank with each other. There is a difference. N ow, maybe there is
not a difference enough here to be considered.

Just take the case of two tires and follow it through. You sell
one to an independent dealer-and you don't always sell these the
same month. You sell it May 10 from the company. The dealer
sells it on June 10. In that instance the company would send in A
check, and the dealer would pay it on July 1; is that correct? The
first of the month, on the month following the sale. That would be
July 1. Now, another tire is shipped the same day, May 10, to a
company-owned store, and that store sells it June 10. The tax comes
due August 1, 30 days later; is that correct?
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Mr. C rITMEmR. This is true, because there has been no sale when
you ship it, to the store.

,Senator WILLIAM9. I am jtst speaking mathematically. 'That is
correct, is it not?

Mr. ( iturceur. ''hat is correct.
Senator WILLtIAMS. So to that extent ther0 would be a difference

of 50 dlays in the payment of the tax. And in the case of the inventory
that is financed from this insurance, that is the reason 1 want to see
the discomt terms. I don't think there is anything secret altout it,.
It has always been my experience as an independent dealer in other
products, tiat if \we tught merchandise on 90-day credit we paid
.a certain price in 90 days, if we paid it (10 days we got a discount,
and if we paid cash we got a larger discount.. While yot might say
there is no carrying charge added on, there is a carrying charge
whether you add it. on or work it, backward. I think that if we lay
Al these mathematical facts out oil the table and recognize them
we could form a bettor solution here--at least I ni--fleuse thus
far yott have not convinced me that they do not, exist. If they are
going to be evaluated I think we can evaluate them hotter laid right
on top of the table.

Mr. CiUT'tureR. Our terms at, the moment., a,; of right nm',
happen to be passenger tires sold to a dealer, 50 percent 10th of next
month, anot-hor 50 percent the 10th of ti second month, 2 percent
cash discount for each payment made at maturity.

Senator WTTJLtAMs. That. is 2 percent?
Mr. CRUT'cHRn, Two-percent cash discount. They pay half of it

tli 10lth of next month. Then 2-percet cash dicoitif t'heypay he
other half the 10th of the second month. That, is the passenger tires.

Senator WILLIAMS. SIppose the dealer pays cash on delivery?
Mr. (,1tUTeutER. The same 2-percent cash discount. No aitltici)a-

tion cash discount.
Now, the same principle apl)lies on truck tires, except that on truck

and tractor tires they may pay the entire amount on the second 10th--.
in other words, the 1 oth of the second month- -and get 2-percent cli
discount.

Senator WILJIAMS. If a dealer buys an inventory of snow tires at
this time of the year off season, what would be the terms?

Mr. (CHUTmcmER. T he terms right now on snow tires --. t.hoy are due
one-third next November 10, one-third next December 10, and one-
third next January 10, and in each case, 2-percent cash discount for
the portion paid at maturity.

Senator WILIAMs. And no discount for advance payment?
Mr. CRUTcunm. No, those do not carry anticipation discountt of

half a percent a month, for any amount prepad. However, at other
times of the year we do have terms carrying anticipation discounts.

Senator WIJTYAMS. If he wants to take advantage of that half of a
percent a month and pay it all, he would got this cumulative 2 percent
on each of the one-third, plus a half of a percent a month as of thiedate of ayllent,Mr. RUttTTcHERn. Yes. Ihen we would not, have to go out and

borrow money to finance his inventory.
Senator WII.LIAmS. I mi(merstand that, hut he would have this dis-

count if he pamid cash now, and lie would have his money in the tax
on the tire t iroughout this period.
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Nir. CtITTCJ1. lie would.
senator WIJIJAMs. Now, iin a eompanfy-owied store could it take

advainitago of the discount? You have ('ompatny-owned stores, but
you do not have to pay the tax until after it, is sold. Would that), b
true, be(i.aus YOU would not sell this tire until January, for instat ie?

Mr. CHiRUTCRit. We pay the ttax--
Senator' JWhIJAMS. Sixty diays---45 (bayS after -
Mr. C(tu'reiii,,. When;'er 'they sell' it-the 11end of the ilionth

following the date of sale-in the 'cfse of our stores selling it, o' in
the easLe of our selling it. to a (eler.

Sentor WILLIAMS. is this delay diffrent-ial in the time of pay-
ilelt ...- whether it, is worth a conisideritfioin or1 fot.-.It. that is the
arrllnollt, between the tmwo operiatios here now, isn't, it.?

Itr. MOHAN. Yes, I think you have the facts straight..
Set1at or WILLIAMs. Thils s th110 argument. Whether we should

correct, it, or siouldn't.-. at, is the problem that is before us.
ThIe (iARMm.,N. It, would seem to file that the interest on the money

that you are carrying woild more than offset the tax. But the quIes-
tion is to what extent do the paymenlit discounts offset that difl'eren-
tial. 'Tiat is why Senator Williams very correctly said we would
like to know about your payment terms.

Now, is there any one of you here who can say that, his company
has cash discounts with i no credit, for anticipated paylienits that
would benefit a personi by paying in less thian 90 days?

Mr. (iuurcnml. ,Snow tires.
The (HAIRMAN. In 90 days--1imnder certain circumstances, on siow

tires.
Mr. (Cuu'rctru. You moan there would be anticipation discotint?

Ourc teriis a1s of todaly, i.o--t.here are no anticipation discounts oil
anything other than snow tires.

Menatoir WLmmiANms. It could be this differential in the wintertime
whei snfow tires are in season -- the discount then could be on the
other type of tires for advance payment, for the summer months.

Mr. (JHtUTCiI ER. This is true.
Senator DoU^LAs. Is that true of Goodyear?
Mlr. ScirA imirT. BasiailY it is the same.
Senator WILLIAMS. I und6stand it is true pretty much of all of

then.
'Ph (IHAIMAN. We have available to us lawyers, accountants,

whatever it takes to study a tax problem. We would like to have the
discount for that reason, so they can make a comparative study and
try to comie up with an overall answer. Until that study is completed,
I will still be in doubt as to whether we ought to pass the bill or not.

Mr. MORAN. I think the key con,,ideration is whether this is going
to help any independent dealer in any substantial form. And we
maintain it will not. There is little if any benefit to any independent
dealer by Iassing this legislation.

Mr. SCIIARLOTTE. And may I point out that Senator Douglas, for
example, notices that there are som very large companies involved.
There are very many dealers involved.' But these deals are our
customers. Aid if these customers were really being lurt, we are
So anxious to hell) our dealers that we would really make a special
effort to work something out. But we really don't think that it
helps these dealet. And they are our customers. If our customers
were really being hurt, we would not be up here testifying against this.
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The CHAIRMAN. What is your impression of their position? Do
you think that they themselves seem to feel or don't feel that they
are being discriminated against?

Mr. SCHARLOTTI. My personal judgment, observing the history
of this particular bill, is that there are relatively few proponents who
have been unusually vocal. And if my American history is correct,
this is often the way legislation has been passed-because there have
been one or two very persistent proponents.

But I don't see ainy ground swell from the oil companies, who are
in the same boat, or the chainstores--and these big companies are
much more aware of these financial problems. And they have not
asked for this.

Mr. MORAN. I have studied the situation with regard to General
Tire, because we just completed a series of sales meetings around the
country, among our dealer sales organization.

This bill, or this supposed disadvantage was never mentioned by
any dealer. We have received no letters from any of our dealers
indicating that they are disadvantaged. We have received not one
letter or comment that they are hurt because the General Tire,
company-owned stores are favored by the present tax law.

The CHAIRMAN. There are a lot of these small concerns who really
are not in a position to do much about the bookkeeping and the law
and the way that you pay taxes and the way they pay taxes.

Undoubtedly, however, through, as you indicate, these big com-
panies are, these large concerns that buy large amounts of tires-
they have a chance to think about it.

Does Sears manufacture their own tires or buy them from one of the
companies?

Mr. Moran. They do not manufacture tires.
The CHAIRMAN. Sears sells the All-State tire. Is that a Sears

subsidiary?
Mr. SCHARLOTTE. No, they are manufactured by an independent

company. As far as I know, Sears does not even own any stock in
them.

The CHAIRMAN. So your argument is that certainly Sears would
know what the problem is on both sides of the fence, and so far as
you know, they have expressed no interest in the matter?

Mr. SCHARLOTTE. rThat is right. Neither have any of the other
people in this chain of distribution.

Mr. CRUTCHER. Nothing in the bill that would help them-the
dealer, large or small.

The CHAIRMAN. How about. Montgomery Ward?
Mr. MORAN. They buy their tires. They do not manufacture.
The CHAIRMAN. Do I understand they have not complained about

it? They would certainly know about whatever discrimination exists.
Mr. MORAN. No, they have never complained.,
The CHAIRMAN. And you say the same thing is true for other large

purchasers of automobile tires.
Mr. SCHARLOTTE. Including the original equipment manufacturer.

We have to pay the tax when we sell the tire to the original equipment
manufacturer.

The CHAIRMAN. In other words, Ford Motor Co. would be a big
buyer, General Motirs, and Chrysler. And your position is that if dis-
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crimination existed as to the independent dealer, it exists as to them,
also, because they have it on hand prior to the time they sell the auto-
mobile. And they have not complained or expressed any resentment
about it.

Mr. MORAN. I think that is the point. If there is any basis of any
argument for discrimination, the chains ought to be in favor of making
this a retailer's tax, wherein each one is put on this theoretical equl
level.

This is the only answer to this dilemma.
The CHAIRMAN. As far as you are concerned, you would have no

complaint about it being a retail tax?
Mr. MORAN. No.
Mr. SCHARLOTTE. We would not advocate it, because it is contrary

to all the basic policies of good tax administration. We have just
eliminated retail excise taxes, and one of the main reasons was because
the druggist was involved-the local dealer--because the Revenue
Service ad a very difficult time administering the "',w. We hate to
be in a position of advocating something that really doesn't make
sense. But this is the only sensible answer to changing the inequity
that has been discussed.

The CHAIRMAN. Senator Douglas?
Senator DoUoLAs. May I ask Mr. Crutcher to stunmarize the pre-

vious testimony on how Firestone charges taxes to its company-owned
stores?

Mr. CRUTCHER. As Mr. Burger pointed out-there was a time a
few years ago-and. Senator, I cannot tell you how many years ago
it has been-when Firestone used to pay the tax to the Government
at the time we billed our stores.

Senator DOUGLAS. That is what I thought you said.
Mr. CRUTCHER. There was a time we did this.
Senator DOUGLAS. That is precisely what this bill would require.
Mr. CRUTCHER. Yes. We discontinued doing that-and I cannot

tell you how many years ago-but some years ago we discontinued
doing that. But for accounting purposes, for our own convenience,
we, so I understand-I am quite sure of this-continued to bill the
excise tax to our stores, just for accounting purposes.

Senator DOUGLAS. At the time of sale?
Mr. CRUTCHER. No.
Senator DOUGLAS. Wait a minute. At the time of delivery?
Mr. CRUTCHER. At the time of delivery. t

Senator DOUGLAS. That is precisely what this bill would require.
Why would this cause this great 4dininistrative upset if this is what

you are already doing?
Mr. CRUTCHER. I think I can say the reason it would not is that

we have never stopped doing it. We set this up some years ago to
do the bookkeeping this way, and we continue to do the bookkeeping
this way'

Senator DOUGLAS. You could continue if this bill were' to 'be
adopted. It would not make any change in your practice?

Mr. CRUTCHER. This is true. But it would not help th6 dealer,
would it. '

Senator DOUGLAS. It would not hurt you.
Mr. MORAN. The real problem, Senator Douglas, is the fact

that-
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Senator DOUULAS. If you can do it, why can't the other four?
Mr. MORAN. When does a taxable event occur? When is a ship-

ment to a retail store? From the committee report furnished by th
House of Representatives, we don't know when a shipment to a retail
store occurs. This is an administrative burden.

Senator DOUGLAS. One of your arguments has been the great
administrative upset this would cause. But here is something that
Firestone has been doing, and still is doing.

Mr. CRUTCHER. I believe we are still doing it. I am not sure.
Mr. SCHARLOTTE. But there is a historical reason for that. And

the reason, as I understand it, that Firestone is different, is because
originally their company-owned stores were separate subsidiary
corporations, and they were by law required to collect the tax, be-
cause there was a sale from one legal entity to another. And this
still exists, as I understand it, with some few Firestone stores. So
that there was a unique situation.

Senator DOUGLAS. Irrespective of the origin, the continuation of
the practice does not seem to have caused great administrative
difficulties for Firestone.

Mr. CRUTCHER. I might add this. This billing is-this billing
of the tire and the tax on our stores is strictly on shipments to that
store.,

Senator DOUGLAS. Yes, I understand.
Mr. CRUTCHER. And not to some nearby point, where they might

later draw it out. In this respect too, I might also point out that the
matter of consignment to dealers has-I hate to even bring this up,
because it has not been introduced into this testimony at all

Senator DOUGLAS. That is all tight.
Mr. CRUTCHER. But the: o is a fair percentage of tires that go to

dealers are on consignment, and therefore they would not represent
a sale.

Now, we don't bill tax on those. And conceivably that might be
one of the rules that would get into this picture-a shipment to a
retail point. When you ship to a dealer's consigned stock, that is a
shipment to a retail outlet.

That would Certainly be awkward, to try and bill and keep track
of the tax on that. And I believe out of these five rubber companies,
something in the vicinity of 15 percent of shipments to dealers are
shipments into consigned stock.

Senator DOUGLAS. If Firestone can do it, it doesn't seem to me
it would be too crushing for the others.

Mr. CRUTCHER. This brings up administrative problems that to
my way of thinking would be not only a severe problem for the rubber
companies, but likewise for internal revenue, to try to audit something
that is almost unauditable.

The CHAIRMAN. Well, are there any further questions?
You provide that discount information for us. I think that will

help. We will certainly study it and try to arrive at whatever would
be the fair and equitable and just conclusion, all things considered.

(The following letter and attachments were submitted pursuant to
questions raised by members of the committee:)
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RUBBER MANUFACTURERS ASSOCIATION,
Washington, D.C., June 27, 1966.

Subject: H.R. 318-Proposed legislation related to the payment of Federal excise
tax on tire and inner tubes.

Hon. RUSSELL LONG,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: Pursuant to a request at the Committee hearing on
H.R. 318 on June 21, 1966, there are enclosed statements of the basic credit
terms granted by certain tire manufacturers to' bti independent tire dealers
and the manufacturers' company-owned stores.

The enclosures were supplied by those tire manufacturing companies having
their own retail facilities as well as acting as suppliers to independent dealers.
The companies are listed as follows:

Firestone Tire & Rubber Company
General Tire & Rubber Company
The B. F. Goodrich Company
Goodyear Tire & Rubber Company
United States Rubber Company

You will note that none of the enclosures bears any attribution to a specified
manufacturer, but each is identified as Dealer Credit Terms--"Company A",
• . . "Company B", etc. This identification is merely used to protect the
confidentiality of the information supplied by each company. The listing of
"Company A", "Company B", etc., bears no reference to the alphabetical order
in which the companies are actually listed above.

A further enclosure is a simple chart which shows the over-all effect of these
credit terms in relation to the so-called "inequity" which is the apparent target.
of H.R. 318. The chart is based on testimony at the June 21 hearing.

At the hearing, it became apparent that an understanding of these credit terms.
is of particular importance to the Finance Committee. A dealer is granted the
2% cash discount on all payments made at or before the specified maturity date.
The average credit terms of 86 days reflects many transactions where the dealer-
is allowed a much longer period (in some instances as much as £00 days) to pay
for tires and tubes and is still granted the 2% cash discount. Thus, there is no.
forfeiture of a discount to the dealer-on the average-until after the 86 day
period previously cited.

The anticipation discount which may be allowed at certain times is in addition
to and entirely distinct from the 2% cash discount. Failure to obtain an antici-
pation discount is not a penalty but rather represents a dealer's decision as to
where he wishes to invest his funds. The anticipation discount is thus compensa-
tion for such discretionary investment in his own inventory.

As to the estimated costs of insurance discussed at the hearing, such estimates.
include both fire and extended coverage; they do not, however, include coverage
for theft.

At the hearing Senator Paul Douglas expressed an interest in the percentage of*
sales in the replacement market accounted for by the five manufacturers listed
above.

Based upon data supplied to the Rubber Manufacturers Association from all
tire companies for calendar year 1965, it has been developed that the five compa-
nies having their own retail facilities account for 60.60% of replacement shipments.
of highway-type tires (passenger, motorcycle, truck and bus) and that they account
for 61.63% of replacement shipments of all taxable tires (including the above
categories as well as farm, aircraft, industrial, pneumatic, bicycle, and solid tires)..

I hope that the Finance Committee will find the foregoing helpful in its delibera-
tion of this matter. However, should any questions arise regarding the enclosures'.
we shall endeavor to answer them.

Sincerely yours, W. J. SEARS, Vice President..
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Company A-Dealer credit term

Product Regular terms Dating programs-Shipping dates and payment
terms

Miscellaneous special brand
tires.

Snow tires ---- _-_--------- I -------------...........

Regular brand tires, passenger
and truck tires.

Passenger tires and tubes,
farm tires and tubes, truck
tires and tubes, industrial
tires and tubes, camelback,
finished passenger retreads.

2 percent, 3d 10th
prox.

Anticipation discount:
percent for pay-

ment 30-59 days
in advance.

1 percent for pay.
ment 60 days or
more in ad-
vance.

D o ------- _-_----. -- - - ------------------------.. "

D o -- -- - -- -- - -- -- - ------------------------... .. .. ...

Passenger Lire and tubes ........................
(except snow tires).

Passenger tires and tubes ------ .....-------------------

Do --------------------------------------
Do ....... o................. .......................

Do...............................

Passenger tires and tubes ..............................

Farm tires and tubes .......... 2 percent 2d 10thprox.

Industrial tires and tubes ...... 2 percent 10th prox...
Truck tires and tubes ......... 2 percent 2d 10th prox..
Passenger tires and tubes ...... 2 percent 10th prox....4

July through Au.20:2Vperet, ov. 10; 34 Dec. 10; 34 Jan. 10.
Santcpation discount.

Winter dating:
After July 21:

2 Percent, X Nov. 10; Dec. 10; % Jan.
10.

No anticipation discount.
Springdating:

Afer Jan. 1:
Zone 1: 2 percent, % Apr. 10; 3J May 10;

3 June 10.
Zone 11: 2 percent, )4 May 10; 3.6 June 10;
AirIcipatlon discount of 1 of 1 percent

for each full month prior to due date.
Special dating:

Sept. 21 through Oct. 20:
2 percent, % Mar. 10; % Apr. 10; q May

10.
Anticipation discount as above.

Special winter dating:
After Oct. 21:

Zone I: 2 percent, 3 Mar. 10; j Apr. 10;
_4 May 10.

Zone II: 2 percent, % Apr. 10; q May 10;
June 10.

Antlclpation discount as above.
Special dating:

Aug. 21 though Sept. 20:
2 percent, 34 Oct. 10; A Nov. 10.
No anticipation discount.

Mar. 21 through Apr. 20:
Zone 1: 2 percent, May 10; !j June 10.
Zone 11: 2 percent, June 10; !j July 10.
No anticipation discount.

Apr. 21 through May 20:
2 percent, ) June 10; A 3u,. 10.
No anticipation discount.

May 21 through June 20:
2 percent. Aq July 10; Aug. 10.
No anticipation discount.

June 21 through July 20:
2 percent, j A tg. 10; 3 Sept. 10.
No anticipation discount.

June 21 through Aug. 20:
percent, % Oct. 10; X Nov. 10; 3 Dec.

10.
No anticipation discount.

July 21 through Aug. 20:
2 percent, H Sept. 10; 4 Oct. 10.
No anticipation discount.

Aug.21 throughSept. 20:
2 percent, X Nov. 10; 3 Dec. 10; 3 Jan.

10.
No anticipation discount.
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COMPANY B-DEALER CREDIT TERMS

We practice Cycle Billing, which extends the same number of payment days
to all customers, but which varies the payment date according to whichever
cycle a customer permanently operates within.

Cycle billing schedule (5 cycle periods)

Cycle No. Billing period Due date

No. I ........ 6th of a month through 8th of subsequent 25th of month after close of billing period.
month.

No. 2 -------- 16th of a rnonth through 15th of the sub- 5th of month after close of billing period.
sequent month.

No. 3 ........ 26th of a month through 25th of the sub- 15th of month after close of billing period.
sequent month.

No. 4 ........ 1st of a month through the end of the month. 20th of month after close of billing period.
No. 5 ........ 21st of a mouth through 20th of the sub- 10th of month after close of billing period.

sequent month.

Regular terms
Payment due on date indicated on all products, except Heavy Service and

Farm Tires and Tubes.
Heavy Service and Farm Tires and Tubes are due on same date in second month

after close of billing period.
No anticipation allowed.

Spring dating
All customers in Zone I, purchases beginning January 1.
Payment due--A April, % May, % June.
All customers in Zone II, purchases beginning January 1.
Payment due--/j May, % June, Y3 July.
Anticipation allowed.

Winter dating
Purchases October through December 31:

Zone I-} March, % April, % May.
Zone II-% April, % May, June.

Anticipation allowed.
Harvest terms (farm tires and tubes only)

Purchases January 21-August 20.
I_ October, % November, % December.
go anticipation.

Winter tire terms
Purchases July through September.
% November, % December, % January.
No anticipation.
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Company C-Dealer credit terms

2-percent cash discount allowed Subject to
Shipping period Product category it paid by following maturity dates anticipation

discount

Sept. 21-Dec. 31. AU ...... Al tires and tubes --------- 4 Mar. 10, 4 Apr. 10,4 May 10.. Yes.
Jan. 1-Mar. 20 ------------ do ------------.------- pr.10, May 10,4 June 10_. Yes.
Mar. 21-Apr. 20 ......... All passenger ------------ May10, June 10, July 10.. Yes.

All truck and tractor ----- June 10, July 10 ----------- Yes.
Apr. 21-May 20-._......All passenger- ----------- June 10, 4 July 10 ------------ No.

All truck and tractor ---- July 10 ................----------- No.
May 21-June 20 -------- Passenger (except snow A July 10, % Aug. 10 ----------- No.tires).

Truck and tractor (except Aug. 10 -------------------------- No.
snow tires).

Snow tires --------------- 4 ) Nov. 10, 4 Dec. 10, % Jan. 10.. No.
June 21-July 20 ......... Passenger (except snow 4 Aug. 10,, Sept. 10 ----------- No.

tires).
Truck (except snow tires)... Sept. 10 ----------------------... No.
Snow tires -....------.......-- Nov. 10,4 Dec. 10, 4 Jan. 10.. No.
Tractor tires ------------- 4 Oct. 10 4Nov. 10, % Deo. 10.. No.

July 21-Aug. 20 --------- Passenger (except snow Sept. 16,1 Oct. 10 ----------- No.
tires).

Truck (except snow tires)... Oct. 10 _------------........... No.
Snow tires ................ Nov. 10, q Dec. 10,.4 Jan. 10.. No.
Tractor tires .............. I Oct. 10, A Nov. 10, 4 Dec. 10.. No.

Aug. 21-Sept. 20 ........ Passenger (except snow 4 Oct. 10, 4 Nov. 10 ............ No.
tires).

Truck and tractor (except Nov. 10 .----------------------- No.
snow tires).

Snow tires .............. 4 Nov. 10, 4 Dec. 10, 4 Jan. 10.. No.

In addition to the 2-percent cash discount, anticipation discount, where applicable as shown above, is
allowed at the rate of 6 percent per annum from date of payment to maturity date.

Company D--Dealer credit terms

Anticipa-
Shipping period Product category Credit terms (subject to 2 percent tion dis-

discount at maturity) I count apIt.cable

Sept. 21 to Dec. 31 ... All tires and tubes ----- _-- J (March, April, and May 10) -------- Yes.
Jan. I to Mar. 19 ------ do.3................. (Aprl, May, and June 10) -------- Yes.
Mar. 20 to Apr. 19- _ Passenger tires and tubes .... (May and June 10) ............... Yes.

Truck and farm ........... (June 10) .......................... No.
Passenger tires and tubes .... (May, June, and July 10) ......... No.
Truck tires and tubes . (June and July 10) .................. No.

Apr. 20 to May 19 ... Passenger tires and tubes ...- 3 (June and July 10) ............... No.
May 20 to June 19 . do ............... .. (July and August 10) ............. No.
June 20 to July !9 .---- do ...................... (August and September 10) ......... No.
-June 20 to Sept. 19 ---- Tubes ...................... (October, November, and Decem- No.

ber 10).
June 20 to C't. 19. Snow tires (passenger and 4 (November, December, and June No.

truck). 10).
•July20 to Aug. 19. Passenger tires and tubes 4. September and October 10) .------ No.
Aug. 20 to Sept. 19 .--- do ...................... 4(October and November 10) .---- - No.
Sept. 20 to Oct. 19 ... do ...................... (November and December 10) ...... No.

I Does not include relatively small zone 2 whose terms are generally similar but more favorable being I
month later in time.

Calculated at 6 percent per annum from date of payment to maturity. (The company statement period
uns 20 to 19.)

s Does not include snow tires.
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Company E-Dealer credit terms

Shipping branch Tires and tubes

Dec. I to Mar. 25 _... All tires and tubes ........

Mar. 26 to Apr. 25 . do .......................

Apr. 26 to May 25 .... Passenger ..................

May 26 to June 25 ....

June 26 to July 25 ...

July 26 to Aug. 25...

Aug. 26 to Sept. 25 ....

-Sept. 26 to Oct. 25 ....

,Oct. 26 to Nov. 30 ....

Truck and tractor ...........
All passenger ............
All truck and tractor ......
All passenger ..............
All truck and tractor.
All passenger ...........
All truck and tractor ......
All winter cleat...........
All passenger ..............
All truck and tractor ......
All winter cleat ............
All passenger ..............
All truck and tractor ......
All winter cleat ..........
All passenger ..............
All truck and tractor ......
All winter cleat ...........

Maturity date (2 percent cash discount
allowed if paid by maturity date)

Zone 1: % (Apr. 10, May 10, June 10)..
Zone 2: (Jay 10, June 10, July 10)..
Zone 1: Y (May 10, June 10) ---------
Zone 2: h (May 10, June 10, July 10)..
Zone 1: Juno 10 ......................
Zone 2: J (June 10, July 10) ----------
Zone 2: July 10 .......................
July 10 ...............................
Aug. 10 ..............................
Aug. 10 ..............................
Sept. 10 ..............................
Sept. 10 .............................
Oct. 10 ..............................
)J (Nov. 10, Dec. 10, Jan. 10) ..........
Oct. 10 ...............................
Nov. 10 .............................
q (Nov. 10, Dec. 10, Jan. 10) ..........

ov. 10 ..............................
Deo. 10 ...............................
A (Nov. 10, Dec. 10, Jan. 10) ..........

ec. 10 ...............................
Jan. 10 .......................
J. (Dec. 10, Jan. 10) .................

I In addition to 2 percent cash discount, anticipation discount, where applicable as shown above, is allowed
at the rate of J of I percent per month from date of payment to maturity date.

Zone 1: Southern part of United States.
Zone 2: Northern part of United States.

TIRI DEALER INVENTORY * TAX FINANCING, BY MANUFAMURR

Point of Sale to Dealer
i_ Point of Sale by Dealer

V77777///A I
Manufacturer'Pays Tax Average of 45 Days Manufacturer Finances Tax Average of 41 Days

Manufacturer Collects From Dealer Averaue of 86 Days

Dealer Sells Tire Average of 95 Days

Source: RMA Testimony Before Senate Finance Committee, 21 June, 1966.

Subject to
anticipation
discount I
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The CHAIR-MAN. We thank you gentlemen very much for your testi-
mony.

I think you have done a fine job.
May I say to Mr. Burger I wasn't able to be in the room--I had to

go off for two amendments which were agreed to in the automobile
safety bill today. I hope I hit a blow good for the country there. I
am going to read your statement, Mr. Burger, because you have
labored long in this vineyard. If you want to add something to the
record, go ahead and say it now.

Mr. BURGER. I would like to put a question to the Chair, that I
would like to have in the record the names of the two witnesses that
accompanied Mr. Moran, and who they represent.

The CHAIRMAN. That is in the record.
Now, Mr. Burger, if you want to add some additional statement, or

anybody else wants to add something, you have until 5 o'clock this
evening to get it to us, and we will include that in the record. If you
want to respond to something the other fellow said, we will be glad
to put that in the record as an addendum to your statement.

(Whereupon, at 12 noon the committee was adjourned, to reconvene
subject to the call of the Chair.)

(By direction of the chairman, the following is made a part of the
record:)

RUBBER MANUFACTURERS ASSOCIATION,
Washington, D.C., June 29, 1966.

Mr. THOMAS VAIL,
Chief Counsel, Committee on Finance,
U.S. Senate,
Washington, D.C.

DEAR MR. VAIL: In our discussion of June 27 concerning H.R. 318, you ex-
)ressed an interest in the procedures involved in determining the "anticipation
discounts" available to tire dealers for early payment to manufacturers to cover
the cost of goods sold to the dealer.

Ip order to give you an illustration of this matter, I have prepared a chart show-
ing the steps used in determining these anticipation discounts.

Although the situation established on the chart is hypothetical, I trust that it
will serve to promote some clarity into this matter.

The conditions established in this situation approximate quite closely current
industry practices in the area of anticipation discounts.

Sincerely yours.
JOSFEPH PETER [IOIN,

Legislative Assistant.

ANTICIPATION DISCOUNTS GRANTED TO TIRE DEALERS
Condition8

1. Dealer purchased $900.00 worth of tires on March 1.
2. Value of $900.00 is exclusive of the Federal excise tax, since the discounts are

not 'applicable to the tax.
3. Maturity dates for payment would be Y April 10, Y May 10, Y June 10.
4. Anticipation discount applicable would be Tof 1% per month from date of

payment to maturity date.
5. Assume a payment-in-fuli date of March 10.

Value of tires excluding Federal excise tax --------------------------- $900. 00

Total 2 percent cash discount ------------------------------------- 18. 00
Total anticipation discount --------------------------------------- 8. 82

Total discounts --------------------------------------------- 26. 82

Net payment by dealer ---------------------------------- 873. 18
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Assuming payment in full on March 10, the discounts are figured as follows:

Cash Anticipation
discount discount

Payment due Apr. 10: $300 due minus 2 percent cash discount equals $294
due minus hi of I percent anticipation discount (1 month anticipation)- -.- $6 $1.47

Payment due May 10: $300 due minus 2 percent cash discount equals $294
due minus 1 percent anticipation discount (2 months' anticipation) ...... 2.94

Paynent due June 10: $300 due minus 2 percent cash discount equals $294
due minus 1y percent anticipation discount (3 months' anticipation) ---. 6 4.41

Total ----------------------------------------------------------------- 18 8. 82
Total discounts available --------------------------------------------------- 26.82
Total cost to dealer for payment on Mar. 10 -------------------------------- 873.18

NOTE.-If the dealer should pay after Mar. 10, the anticipation discount oil the 1st maturity date would
still be available to him and would be calculated on a daily basis using a 30-day month. Moreover, if the
dealer should merely choose to pay on time for the 1st maturity period, the anticipation discount would
still be available to him for the remaining maturity periods.

STATEMENT OF W. W. MARSH, IN BEHALF OF THE NATIONAL TIRE DEALERS
& RETREADERS ASSOCIATION, INC.

The National Tire Dealers and Retreaders Association is an organization
composed of approximately 3,500 tire dealers, of whom the overwhelming
majority (approximately 80%) are also retreaders. We have been quite con-
cerned with the future of the independent tire dealer and have so expressed ourselves
in hearings before several legislative committees.

More than ten years ago we pointed out the inequities in the collection of federal
excise tax on new tires and tubes because the dealer was required to pay the
excise tax on delivery of the tires and tubes while we were given to understand
that company owned stores were not. However, in the ensuing years and in
further testimony on various subjects, principally on the federal excise tax matter
in connection with the Highway Trust Fund, we were told that some companies
pay the excise tax on delivery while others do not. The establishment of a
weighted average of excise tax amounts for a given size tire was an arrangement
between the Rubber Manufacturers Association and the Internal Revenue
Service. Apparently from all indications, such an arrangement has been quite
satisfactory to parties on both sides. As a result, our Association is not at all
familiar with the bookkeeping procedures involved in the collection of this tax.

Our reason for taking the position that we did in the beginning was provoked
by two reasons. One, if company stores were not required to pay tax in a manner
similar to independent tire dealers, then this was basically unfair and discrimina-
tory. Secondly, if something could be developed to improve the competitive
position of the independent tire dealer, we certainly would favor such a concept.

Many changes have taken place in the tire industry in the past ten years in
inventory procedures and the method of handling inventories. While we cer-
tainly are in complete accord with the Highway Trust Program, the fact still
remains that the greatest hardship of the independent tire dealer exists because
of the amount of tax money that he has tied up in his inventory and the increase
in the capital investment because of his tax problem. The independent tire
dealer-retreader has had a new burden thrust upon him by the imposition of a
tax on his tread rubber used in retreading. He must absorb this increased cost
in his federal-state-municipality bids and does not have the opportunities of tax
recovery now extended to new tire manufacturers and their various outlets. Any-
thing that can be done for these small businessmen to relieve the situation in the
matter of their investments would be warmly welcomed. If there are existing
inequities in the method of collection, these small businessmen would be grateful
for anything which can be done to fortify their position in the community.

0


