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FOREWORD

This Subcommittee print is designed to provide, on a timely basis
excerpts of testimony received from the public on the Multilatera
'T'rade Negotiations during the week of April 23.

It is organized by M'T'N Code and other proposals, and contains spe-
cific recomnmendations miidle by various groups.

Because of time constraints, it does not include summaries of the
various written statements received by the Subcommittee. This infor-
mation will be provided to the Members separately. In addition, since
this selection o¥ comparative recommendations is primarily designed
to assist the Members in the further drafting of the M'TN legislation,
it does not contain general dixcussions offered by the witnesses, etc.

Within the time constraints. this compilation attempts to summarize

all recommendations received during the oral presentation to the
“ubcommittee,
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E. Administering Agency

Panel: Leather Wearing Apparel : National Outwear and Sportswear
Association: Morton ogper, Past President; Morton Bauman,
Ewxecutive Director; and Stanley Nehmer, Consultant; Ralph Ed-
wards Sportswear, Inc. Cape Girardeaw, Mo.: Ralph Edwards,
Chairman:

For these reasons, the witnesses feel that the Treasury Department
should no longer be permitted to administer the CVD statute, It was
suggested that the Office of the Special Trade Representative, the De-
partment of Commerce, or some new Department of Trade be given
responsibility for administration of the CVD statute, Regardless of
the chosen administering agency, the industry feels that the existing
discretionary authority under the CVD statute should be substantially
reduced by MTN implementing legislation, so that the intent of Con-
gress be served in this area.

Ad IHoc Subsidies Coalition: Charles R. Carlisle (Vice President, St.
Joe Minerals Corp.) Stanley Nehmer (President, Economic Con-
sulting Services, Inc.) Donald deKieffer (Collier, Shannon, R:ll,
Edwards & Scott) :

Certain Senators have proposed that a new Trade Department be
created. We support that proposal. In any case, we urge that the ad-
ministration of the fair trade statutes be removed from the Treasury
Department and given to another agency, if only temporarily, until
the Congress can determine which agency should have the administer-
ing authority permanently.

F. Discretionary Application of the Injury Provision

American Importers Association: Richard A. Maxwell, First Vice
President :

The Senate Finance Committee tentatively has decided that any new
law would apply only to those countries that, in the opinion of the
President, have fully acceded to and are implementing the Code. We
recommend that the injury provisions should extend to all countries
that have acceded to the Code. The Code contains sufficient remedies
to insure compliance ‘with its provisions. Particularly. this section
could operate to deny the injury provisions to developing countries.
Those who have acceded to the Code have committed themselves to en-
deavor to reduce or chininate export subsidies. This will be a painful
transition process involving difficult judgments as to the proper pace.
These judgments should be made in an international form—not
through elimination of the application of the injury provision which
would controvene the Code. {)P there is disagreement over the pace of
these phase-outs, the United States still retains the right to apply
countervailing duties if those subsidies are causing injury. If tRns.e
subsidies are not causing injury. the application of countervailing
duties to countries that have signed the Code would explicitly vinlate
the provisions of the Code.
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Congrerssional Steel Caucus: Joseph M. Gaydos, M.C. (Pennayl-
vania), John Buchanan, M.C. (Alabama), John P. Marthe, M.C.
SPemuylvam’a , Ralph 8. Regula, M.C. ‘&?}u’o . Adam Beu]cma'n,

r., M.0. (Indiana), Barbara A. Milulski, M.C. (Marylond) :
The injury test in the proposed legislation should be applied to im-
ported goods from signatory countries,

G. Posting of Bonds as Condition for Filing Complaint

Ad Hoco Subsidies Coalition: Charles B. Carlisle (Vice President, St.
Joe Minerale Corp.), Stanley Nehmer (President, Economic
Consulting Services, Inc.), Donald deKieffer (Collier, Shannen,
Rill, Edwards & Scott) : x

This Subcommittee has that petitioners should be required

to &ost bonds or deposits of $1,000 at the time of filing.

e believe that it is8 wrong in principle to require the 'Kosting of
any bond or fee to have the law enforced. Moreover, although the
$1,000 bond may seem small, and certainly would not deter major
corporations, it could prove burdensome to some small firms and
unions. We recommend that this requirement be deleted altogether
since frivolous petitions can be dealt with easily in other ways.

Panel: Leather Wearing Apparel: National Outerwear and Sports-
wear Association: Morton Cooper, Past President: Morton Bau-
man, Ezecutive Director; and Stanley Nehmer, Consultant :

Woe believe it is unconscionable for any petitioner to be required to
pay & fee to the Federal Government to secure the relief that may be
prescribed under a statute, To do so would create a precedent of far-
reaching proportions. In the case of a small industry such as ours, the
requirement that we post $1,000 or $5,000 will effectively inhibit our
future efforts,

H. Confidentiality of Submissions

American I'mporters Association: Richard A. Maaxwell, First Vice
President:

Both this Subcommittee and the Senate Finance Committee have
recommended that confidential information be made available to coun-
sel for interested parties under an administrative protective order.
There is a real risk that, despite this protective order, highly confiden-
tial proprietary business information could be revealed to competitors.
In order to insure that these proceedings are not used by petitioners as
a discovery process, and to insure full responses to inquiries by foreign
respondents, confidentiality of information should be totally preserved
at the administrative level.

Wa’lla'DanCz' H. Barringer, Arter, Hadden & Hemmendinger, Washington,

The suggestion in the Subcommittee’s release of March 13 that non-
confidential summaries of submissions be available on request to any
party and that counsel for interested parties could seek access to con-
fidential information under an administrative court or protective order
is disturbing. Putting aside the difficulty which will arise in making
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public confidential government to government communications, imple-
mentation of the proposals in the press release will make the pursuit
of investigutions extremely difficult. As I am sure any Custom’s or
Treasury official will testify, current requirements of non-confidential
summaries in antidumping cases have geometrically increased the com-
plexity of these cases, ,

Dumping investigations are no longer impartial and objective pro-
ceedings carried out by the Department of Treasury, but quasi-
adjudicative proceedings with all parties analyzing and commenting
on other parties submissions, submitting volumes of data and counter
data, preparing legal and factual arguments whether frivolous or
serious, and with an abundance of lawyers submitting procedural and
substantive protests. Increased access through the availability of a
protective order would further and substantially complicate these
cases. Furthermore, to insert an essential adjud’cative procedure. the
protective order, into a proceeding which is not governed by the
Administrative Procedures Act and which, therefore, provides few if
any procedural safeguards to parties submitting information, oper-
ates as a substantial deterrent to full cooperation with the investiga-
tive procedures and compromises the rights of parties seeking to im-
port into the United States. In my opinion, and that of the lawyers
working for our firm, the purpose of non-confidential summaries and
disclosure by the Treasurv Departinent to complaining parties has
been to allow them to monitor the adequacy and legality of the Treas-
ury Department’s investigation, This has reached extremes, but
nevertheless the process is still functioning. To allow opposing coun-
sel access to confidential information will allow that counsel to func-
tion in the role prosecutor or plaintiff’s counsel and will make these
investigations into adjudicative proceedings without procedural safe-
guards. Tt is suggested that conducting countervailing duty investi-
gations, or antidumping in-estigations, in an adjudicative manner is
inappropriate. Countervailing dutv investigations are essentially
Government to Government nroceedings which call into anestion nrac-
tiros which a foreiem ~overnment believes to he appronriate in light
of its own economv. This is not a problem which lends itself to an
adindicative resolution. With respeet to both countervailing dutv and
dumping iavestigations, increasingly adindicatives procedures act as
a barrier to the interests of the domestic industrv in a promnt decision
and are contrarv to the public interest in assuring full and fair
decisions with a minimum of unnecessary disruption.

1. Agricultural Subsidies

Chamber of Commerce of the Tnited States: W, D. Eberle (Chair-
man [2RCO, Ine.. Boston, Mazs.) ;

The Natioral Chamber has consistently arcued that agricultural
export subsidies should be prohibited in the same wav that nonagri-
cultural subsidies are. We are disappointed that the subeidv code
fails to achieve this goal. Nevertheless we recommend clarifieation
of two code provisions on agriculture. At a minimum, the code’s pro-
vision that subsidies shonld not be nsed to gnin more than an equitable
share of world trade should not imply the freezing of market shares
to a base period. Congress should make it clear that trade growth
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derived from natural advantages and efficiency is legitimate. Shares
uired in the “representative period” as the result of export sub-
sidies should not be considered “equitable shares,” ) )
Secondly, in order to clarify what is meant by “prices materially
below those of their suppliers to the same market,” the pharse should
be defined in the implementation legislation as “prices which cause
sales diversion or price disruption.”

National Grange: Robert M. Frederick, Legislative Director:

The other major concern deals with the subsidy and countervailing
duty ccdes. Qur dairy members do not have faith in the fast track
for determining injury from quota cheeses nor do they accept the
injury test or t‘i\e investigative time before countervailing duties on
otg\er non-quota dairy iinports. ) )

These are important questions for dairy farmers, questions that
need answers if the trade package and implementing legislation are
to secure the support of the dairy industry. )

We believe that the best way to deal with fear among dairy farmers
is seeing that our trade negotiators continue to press for improve-
ments in the process of Congressional review and legislative history
in the key problem areas : .

The establisiment of injury test criteria and strong administra-
tive procedures within the subsidy CVD code which would fully as-
sure %.S. dairy interests of prompt countervailing duty relief against
unfair subsidy competition. iegis ative history should be developed to
assure carrying out the intent of the legislative language regarding
the reduction of any detrimentai effects of additional cheese imports
on U.S. dairy farmers. This should include that any attempt by im-
porters to circumvent the Sec. 22 quotas on new products would be
dealt with in a swift and judicious manner. Further assurance should
be given the dairy industry that the cheese quota under Sec. 22 would
not be increased without detailed consultation with the represents-
tives of the industry.

We would particularly suggest that the implementing legislative
language regarding the subsidv and countervailing duty code or
injury test now being considered by the subcominittee not be changed.

National Milke Producers Federation : Patrick B. Healy, Secretary :

In exchange for this “concession”, the United States has agreed

to amend its cour tervailing duty statute to require proof of injury
before acting.
. The addition of an injury test to the statute reverses the longstand-
ing intent of Congress. This law has always been a means of pre-
venting injury to domestic industry due to the export subsidy pro-
grams of other nations, With an injury test, it becomes a statute whicl
permits, even requires, injury.

It has been argued that the injury test to be employed under counter-
vail would be “soft” and that injury could easily be proven. Such
assurances are counter to the experience the dairy industry has had
in obtaining enforcement of the present, mandatory law. They fly in
the face of the experience of other industries that have sought relief
under the Antidumping Statute or in obtaining relief under other
laws from unfair trade practices or import competition generally,

44-535—70——3
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The U.S. has, frankly, been extremely reluctant to provide domestic
industry of any type with the ful! protection of these laws.

Adding an injury test to the countervailing duty statute creates a
sitration under which a subjcctive judginent must be made regarding
the occurrence of injury. It ‘would be a simple matter for that judg-
ment to be in the negative, at which point the domestic industry is
without recourse irrespective of damage. )

Arguments that changes in procedures involved in administering
the statute will make it more effective and speed action are unconvine-
ing. First, none of the changes—expedited handling, provisional re-
lief-—are irecluded under present law. The law does not require Treas-
ury to take 12 months to reach a decision; it requires that one be
reached in a 12 month period. The law does not bar the suspension
of Jiquidation of duties in a case under investigation. It just has not
been done,

'These changes could be made now, in all probability without further
action by Congress. They do not constitute sound argnments for negat-
ing the effect of the statute. A countervailing duty statate with an
injury requirement will, with the speed-up procedures suggested,
simpfy be a faster means of saying “no” in situations that require
the imposition of countervailing duties at present.

For the dairy industry, the presence of the dairy price support pro-
gram virtually precludes the possibility of proving injury, as CCC
will make product purchases sufficient to maintain a price level deter-
mined by the Secretary of Agriculture to be sufficient to produce an
adequate supply of milk. Earlier. in discussions with U.S. trade
negotiators, it was suggested that “interference with a domestic price
support or similar program” would be one of the bases for proving
injury. It is our understanding that such a provision was objected to
by other nations and has not been included in the subsidies code. Even
if it were, the problem of proving interference would be just slightly
less than establishing injury itself.

The procedures recommended by the Subcommittee to prevent price
undercutting due to export subsidization of dairy products covered by
Section 22 quotas would appear to be an improvement over the counter-
vailing duty statute with the addition of an injury test. This does not,
however, remove the basic objection of the dairy farmer.

The fact remains that the use of the export subsidy has been specifi-
cally sanctioned and the U.S. government has officially accepted the
position that it is all right to require domestic producers of a product
to compete with the treasuries of other nations.

J. Definition of Subsidy

American Federation of Labor and Congress of Industrial Organiza-
tions : Rudy Oswald. Director, Department of Research :

There chould be a definition of sub= lies for purposes of the U.S.
countervailing duty law, The definition propused in 8. 538 is an appro-
priate subject for consideration in this regard. Even if it were proper-
{o leave this matter to regulations. it violates the spirit of § 102 of the
Trade Act not to indicate what the regulations would say.

In light of the fact that an understanding has apparently been
reached that DISC will not be regarded as a subsidy even though it
clearly is a subsidy within the terms of the Code, it is imperative that
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we be given a full explanation of any negotiations which have occurred
with respect to which foreign practices will or will not he regarded as
subsidies by the U.S. .

We submit that rebates of value-added taxes should plainly be
treated as subsidies under the U.S. countervailing duty law.

The application of countervailing duty provisions in the context of
non-mar?cet economies is a critica]l matter. The implementation pack-
age should spell out glainly how the U.S. will apply its countervailing
duty law to non-market economies.

American Iron and Steel Institute : Robert B. Peabody, President :
The implementing legislation should broadly define both export and
internal subsidies.

Congressional Steel Caucus: Joseph M, Gaydos, M.C. (Pennsylvania),
John Buchanan, M.C. (Alabama), John P. Murtha. M C? (Peun-
sylvania), Ralph S. Regula, M.C. (Ohio), Adam Benjamin, /r.,
M.C. (Indiwna), Barbara A. Mikulski, M.C. (Maryland) :

The statute should provide a definition of “bounty or grant” that
incorporates the illustrativa list of subsidies contained in the trade

act’s subsidy code and that also provides an analytical device for
1dentifying new forms of subsidization.

Chamier of Commerce of the United States: W. D. Eberle (Chair-
n.an, EBC O, Inc., Boston, Mass.) :

Any definitions or illustrations of what constitutes a subsidy should
be carefully drawn considering the possibility that other countries will
emulate our definition to exclude U.S. exports. “Bounty or grant”
should be defined so as to authorize imposition of a countervailing quty
only when the foreign government program has an adverse efiect on
the trading interests of other countries,

K. Judicial Review

American Federation of Labor and Congress of Industrial Organiza-
tions : Rudy Oswald, Director, Department of Research :

Final determinations may be appealed. This should be corrected,
and the provisions should make clear that in the case of an affirmative
final determination, an affected union or domestic producer who be-
lieves that the amount of the duty is too low will have standing te

apK;al. .
y negative determination, discontinuance, or termination of an
investigation should be subject to judicial review,
Any matter which may be appealed by other affected interests
should likewise be appealable by unions.
* .

* L L L ]

The bill should provide generally that no rights or obligations cre-
ated by the code or by the implementing legislation may be enforced
except as provided in the legislation. In addition, there should be a
provision which unambiguously forecloses suits in U.S. courts (federal
state or local) based on any claim that a U.S. practice violates the Sub-
sidies Code or the implementing legislation. It should also be provided
that government procurement of an article which is claimed to have
received a U.S. subsidy may not be challenged on that basis.
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Congressional Steel Caucus:
Joc?h M. Gaydos, M.C. (Pennsylrania), John Buchanan, M.C.
}2 labama), John P. Murtha, M.C. (Pennsylvania), Ralph 8.
egula, M.C. (Ohiﬂ?, Adam Benjamin,Jr., M.C. (Indtana), Bar-
bara A. Mikulski, M.C. (Maryland) :
Various determinations should be subject to judicial review,

International Association of Machinists and Aerospace Workers: Wil-
liam W. Winpisinger, President; and Dr. Helen Kramer, Assis-
tant to Director of International Affairs:

Under the administration’s proposal, several critical stages in the
countervailing duty procedures are not stated to be subject to appeal.

Final determinations should be subject to judicial review, and 1n the
case of an affirmative final decision, an affected labor union or domes-
tic producer that believes the amount of the duty is too low should
have standing to appeal.

Any negative determination, discontinuance or termination should
Le subject to judicial review.

To foreclose suits in U.S. courts against U.S, practices, the legisla-
tion should provide that no rights or obligations created by the Sub-
sidies Code (or any other code) or by the implementing legislation
may be enforced except as provided by the legislation.

In addition, there .-I-Qukrbe a provision that unambiguously fore-
closes suits in U.3. federaly state or local courts based on any claim
that a U.S. practice violates the Subsidies Code or the implementing
Yegislation. The law should also state that government procurement of
an article which is alleged to have received a U.S. subsidy may not be
challenged on that basis.

L. Causal Link

Emergency Committee for American Trade: Lawrence C. McQuade
(Senior Viee President. W. R. Grace & Co.) :

Our final comment on the subsidies code has to do with the termi-
nology describing the relationship between foreign subsidies and in-
}'prar”to domestic producers. The code itself only calls for “a causal
ink™.

Our concern with this wording also has to do with the international
dumping code, which is to be brought into harmony in this and in other
respects with the subsidies code. The international dumping code pres-
ently requires that for remedial action to be taken dumping must be
found to be a “principal” cause of injury. In conforming the inter-
national dumping code to the just-negotiated subsidies code. the “prin-
cipal” test will be dropped. meaning that it will be easier for govern-
ments to sp?l_v dumping duties. And. as noted earlier. the Europeans
are placing heavier reliance on their antidumping regulations.

What we recommend is a future effort by U.S. negotiators to seck
to renegotiate the subsidies code for the purpose of adding “substan-
tin]” to the causal link. This would apply both to countervailing and
to dumping cases. If this conld be accomplished. then the implement-
ing legslation could be subsequently amended to include the “sub-
stantial” link of causality. We do not recommend that the Congress add
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“substantial” at this point since to do so would bind only the U.S. gov-
ernment. As I said, the international subsidies code itself only calls
for “a causal link™.

Chamber of Commerce of the U'nited States: W. D. Eberle (Chairman,
EBC, Inc., Boston, Mass.) :

Therefore, the implementing legislation should establish that the
dumped or subsidized imports must be a “substantial” cause of injury
before dumping or countervailing duties are imposed.

American Iron and Steel Institute: Robert B. Peabody, President :

The addition of an injury test to the countervailing duty law should
not result in a causation standard more stringent than the current anti-
dumping sfatute test.

M. Originators of Complaints/Basis of Complaints

International Association of Machinistz and Aerospace Workers:
William W. Winpizinger, President; and Dr. Helen Kramer,
Assistant to Director of International Affairs:

We strongly support the right of labor unions to have full equality
with importers, exporters and U.S. producers in all procedures under
the subsidies/countervailing duty law. Labor unions should have the
right to file complaints, and notice of a decision to initiate an inves-
tigation should be sent to unions which have an interest, )

The legislation should either provide that affected labor unions
should be deemed parties to the complaint and parties to the investi-
gation, or provide a mechanism by which unions may obtain that
status upon request at any stage in a proceeding.

American Federation of Labor and Congress of Industrial Organiza-
tions: Rudy Oswald, Director, Department of Research:

Status of Unions in Countervailing Duty Proceedings. We strongly
support the right of unions to file CVD complaints. It is imperative
that interested unions should have all the procedural rights that are
accorded to other groups, such as importers, exporters. and other U.S.
producers. Thus. the legislation should either (1) provide that affected
unions shall be deemed “parties to the cuinplaint” and “parties to the
investigation,” or (ii) provide a mechanism by which unions may ob-
tain that status upon request at any stage in a proceeding.

Congressional Steel Cancusz: Joseph M. Gaydos. M.C. (Pennsylvania),
John Buchanan. M.C. (Alabama), John P. Murtha. M.C. (Penn-
sylvania), Ralph S. Regula. M.C. (Ohio), Adam Benjamin, Jr.,
M.C. (Indiana), Barbar A. Mikulski, M.C. (Maryland) :

The legislation should provide that unions will have the right to
file complaints and that a notice to initiate an investigation will be
sent to any union having an interest in the investigation.

American Federation of Labor and Congress of Industrial Organiza-
tiong : Rudy Osiweald, Director, Department of Research :
A complaint need only provide a “reasonable indication” of sub-

sidy and injury, on the basis of evidence that is “reasonably available
to a complainant,” is appropriate and important. The same standard
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should govern the initiation of an investigation by the government
on its own motion.

N. Governmen; Monitoring of Subsidies/Initiation of Action

International Association of Machinists and Aerospace Workers: Wil-
liam W. Winpisinger, President; and Dr. Helen Kramer. Assist-
ant to Director of International Affairs: .

For these reasons, we recommend that Congress require the Office of
the Special Trade Representative (STR) to compile, and make avail-
able to the public information on foreign subsidy programs. and that
all federal departments and agencies be required to forward to STR
any information they acquire on such programs. The legislation should
require the government to initiate an investigation on its own motion
when information is obtained on the existence of a subsidy.

American Federation o]f Labor and Congress of Industrial Organiza-
tions: Rudy Osiwald, Director, Department of Research:

Reporting of Foreign Subsidy Practices. Provisions requiring the
government to obtain and disseminate information regarding foreign
subsidy practices should be included in the legislation, not just the
regulations, and the details of the provisions should be made available
as soon as possible,

Investigations Self-Initiated by the Gorernment. The legislation
should require, not just permit, an investigation to be initiated by
tlll)e gov(({‘rnment on its own motion when appropriate information is
obtained.

Congressional Steel Caucus: Joseph M. Gaydos, M. C. (Pennsyl-
vania), John Buchanan, M.C. (Alabama), John P. Murtha, M.
C. (Pennsylvania), Ralph S. Regula, M.C. (Ohio), Adam Benja-
;nz'r(zl, Jr, M.C. (Indiana) Barbara A. Mikulski, M.C. (Mary-
and) :

The legislation should expressly and clearly require the U.S. gov-
ernment to seek and disseminate information on subsidization prac-
tices by foreign governments.

If the government obtains information that foreign subsidies exist,
it should be required by legislation to initiate an investigation.

0. Definition of “Industry”

American Federation of Labor and Congress of Industrial Organiza-
tions : Rudy Oswald, Director, Department of Research:

(a) “Like or Directly Competitive.” Experience affecting indus-
tries such as footwear, consumer electronics, garments, and steel prod-
ucts has proved that it is critical that the effect of subsidies both “up-
stream” and “downstream” be considered and remedied.

(b) Regional Industry. The reference in the proposed legislation to
a region that constitutes “an isolated market from other regions of the
United States” is unnecessarily narrow, as well as unrealistic. The con-
cept of a regional industry may appropriately be applied whenever
producers of the domestic industry for a class or kind of merchan-
dise are located in a particular geographic srea and primarily serve
the market in that area, and imports have been concentrated in that
area, even though a major part of the U.S. industry is not injured,
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Q. Application of CVD to Less Developed Countries

American Federation of Labor and Congress of Industrial Organiza-
tions : Rudy Oswald, Director, Department of Research ;

The AFL~CIO would like clarification as to whether the counter-
vailing duty provisions would apply to imports from less develo
countries in the same manner as they apply to export subsidies of
developed nations. For example, would countervailing duties be
assessed against subsidies of a less developed country which has not
violated its “phase-out” commitments under Article 14 of the code?
The AFL-CIO’ view is that a subsidy should be the subject of a
countervailing duty regardless of whether a developed country or a
less developed country is the source of the product.

International Association of Machinists and Aerospace Workers:
William W. Winpisinger, President; and Dr. gelen Kramer,
Assistant to Director of International Affairs:

One of the objectives of the legislation should be to create strong
incentives for less developed countries to adhere to the Subsidies Code.
Accordingly, the legislation should specify that no injury test will be
applied in subsidy cases involving non-signatory countries, for both
dutiable and non-dutiable merchandise, including articles granted
duty-free treatment under the Generalized System of Preferences
(Title V of the Trade Act). For signatory countries, the law should
make clear that, upon a finding of injury to a domestic industry,
countervailing duty should be assessed on a subsidized article imported

under G.S.P.
R. Miscellaneous Points

American Federation of Labor and Congress of Industrial Organiza-
tions: Rudy Oswald. Director, Department of Research:

Reconsideration of CVD Orders. On the one hand, there obviously
must be a mechanism by which the amount of a countervailing duty
may be modified as the amount of the subsidy changes—-although to
the extent possible, the terms of the CVD order itself should be drafted
with a view to that matter, and should provide for automatic adjust-
ments in the amount of the duty in certain circumstances. On the other
hand, however, the mechanism for modification of orders should not
provide a route by which elimination or reduction of duties may be ob-
tained without the full procedural protections which apply to the in-
itial CVD order. And any substantial modification of an order should
be subject to judicial review. At most, an investigation should be under-
taken only if the Secretary has received persuasive evidence that the
industry 1s no longer subjected to injury, threat of injury, or retarda-
tion. Moreover, an investigation “should not be undertaken until at
least 18 months following the publication of the last injury determina-
tion.” And the legislative history should emphasize that because sub-
sidies are unfair practices, U.S. policy is that once a subsidy has been
shown to have caused injury as defined in U.S. law, the U.S. objective
is elimination of the subsidy. not just the injury.

“Best Available Evidence” and Reliability of Data. The legislation
should clearly permit the use of best available evidence if, for example,
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& party provides information which 1s found to be unreliable, More-
over, the legislation should provide that the Secretary and the Com-
mission should verify the reliability of information received before
the information is given weight, .

Transition Rule. To require injury investigations of all outstanding
countervailing duty orders, as proposed by STR, would result in great
instability and uncertainty, and would place an excessive burden on
the Commission. Those orders are valid. and should not be placed in
limbo. Injury investigations should be commenced with respect to out-
standing orders only if the Secretary receives positive evidence that no
injury, threat of injury, or retardation of a domestic industry exists.

Definition of “Imported”, The terms “area nf production” and “im-
ports through other countries” should be clarified.

Asscasment Process. There should be a time limit on liquidation of
mechandise imported under a CVD order, with impioved rights on
the part of domestic interests to be inforined of decisions made in the
assessment process and to comment on or challenge such decisions.

International Association of Machinists and Aerospace Workers:
William W. Winpisinger, President; and Dr. %elen Kremer,
Assistant to Divector of International Affairs:

Domestic interests should have improved rights to be informed of
decisions made in the assessment process, and to comraent on or chal-
lenge such decisions. There should be a time limit on liquidation of
merchandise iinported under a countervailing duty order. Congress
should take this opportunity to do everything possible to avoig the
kind of administrative breakdown that occurred in the Treasury De-
partment’s handling of the color television dumping case.

International Economic Policy Association: Dr. Samuel M. Rosen-
blatt, Senior Economis Consultant :

We should guard against the recurrence of instances of multiple
jeopardy, such as occurred recently in the case of TV imports, from
the simultaneous filing of a number of petitions for import relief. This
involves some clarification of the relationships among petitions filed
under Section 201 of the Trade Act, the Antidumping Act of 1921, as
amended, the countervailing statate of the Tamff Aci of 1930, as
amended by Section 331 of the Trude Act of 1974, unfair trade provi-
sions of Section 837 of the Trade Act of 1930, as amended, and under
Section 301 of the Trade Act of 1974,

International Service Industry Committee of the Chamber of Com-
merce of the United States: Ronald K. Shelp, Chairman (Vice
President and Director, American International Group) :

The subsidies code, proposed as a potentially appropriate vehicle for
dealing with service industry problems by the Inter-Agency Task
Force, contains no reference in the text to services. Relevant questions
are: :

What efforts were made to include services in the subsidies code and
what circumstances precluded such consideration in the final agree-
ment ? and, L

Is the subsidies code susceptible to the eventual coverage of subsidies
to services in international commerce (for example under Article 19,
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Section 7) and, if so, what basis? If not, what efforts are planned by
the STR to pursue the issue and what response is anticipated from
trading partners{

Chamber of Commerce of the United States: W. D. Eberle (Chairman,
EBCQO, Ine., Boston, Mass.) :

Certain Taw Practices. It is unfortunate that the subsidy code proved
unable to deal with a variety of direct and indirect tax matters, \on-
gress should direct the Administration to continue active interua-
tional negotiations on these issues. Furthermore, the implementing
lefislation should make it clear that tBendl.t(xlg the successful conclusion
of such future negotiations, it is the understanding of the United
States that the subsidy code will not prejudge certain direct tax prac-
tices of the United States or of other countries, particularly the U.S,
Domestic International Sales Corporation (DISC) provisions, which
are the subject of pending action under GATT.
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G. Treasury’s Rules for Making Price Comparisons

American I'mporters Association: Richard A. Maxwell, First Tice
Piesident :

Deletion of Cost of Production and Minimum Percentoge Marku,s.
While not addressed by Congress, we recommend, based upon incon-
sistency with the Antidumping Code and the recent GAO study. that
Section 205(b) referring to cost of production and Section 206(a)
which mandates arbitrary addition of 10 percent for general expenses
and 8 percent for profit, be eliminated from the Antidumping Act.

Richard O. Cunningham, Steptoe & Johnson, Washington, D.C.:

At present, the rules used by the Treasury Department for the mak-
ing of Antidumping Act price comparisons are so imprecise and un-
certain that it is awfully difficult (in all but the most extreme cases)
for a U.S. industry aggrieved by low-priced imports to know whether
or not it can obtain relief under the Act. By the same token, it is often
very difficult for a foreign exporter to know whether or not its sales
to the United States - - at LTFV prices—despite the fact that the
exporter has within it> possession complete data concerning its home
market and export prices and all expenses incurred in connection with
its sales in the two markets.

The difficulty, obviously, does not lie in the prices themselves, Rather,
the problem is that no one can know. until a given investigation has run
its full course, precisely what “adjustments” Treasury will make to the
prices which the foreign firm charges to its U.S. customers and to its
customers in the home market. The imprecision in Treasury’s rules
centers on three principal areas: selling expenses, adjustments for
differences between the U.S. merchandise and the home market mer-
chandise, and the use of allocations in making adjustments.

Selling Expenses. The selling expense issue is perhaps the thorniest
of all problems in the administration of the Antidumping Act. In
almost every investigation-—certainly in all investigations involving
consumer products—the foreign exporter argues that any apparent
difference between its U.S, prices and its home market prices is attrib-
utable to the fact that it incurs much greater selling expenses in its
home market sales. These claimed expenses in the home market include
the maintenance of a much more ol:t{mrnto distribution syvstem, higher
warranty costs, lnrf,ver expenses for servicing the merchandise, ete. In
prineiple, it seems logical that an adjustment should be made if home
market selling expenses are in fact greater than the selling expenses
incurred in the U.S, market. However, the issue is nowhere near that
simple. Consider, for example, the following questions:

Should an adjustment be allowed for a more elaborate home mark.t
distribution system, if a major reason for having such an elabarate
distribution system is not to increase sales, but rather to provide u
Sotirenglent for the firm’s elderly employees, as is often the ca-v in

apan
f the exporter engages heavily in home market advertising which
is not designed to ,promote specific products, but rather to promote the
company’s “image” (for example, *Imperial Chemical Industries leads
the world in chemical technologyv”), should the cost of such “image
advertising” be deducted from home market prices? )
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If the foreign company provides day care facilities for children of
women ;v’ho work in 1its sales department, is that a deductible “selling
e

ghe current Antidumping Regulations, as well as the questionnaire
which the Customs Service sends to foreign exporters in dumping
cases, require that a selling expense must be shown to be “directly
related” to sales of the nierchandise under investigation, in order for
that expense to be deductible from the price of the sale. In the last
several years, however, the Treasury Department has been increas-
ingly willing to classiffy 88 “directly related”—and thus deductible—
more ard more types of expense. A vivid example of how far Treasury
has gone in this direction occurred last year in the investigation of
Motorcycles from Japan, whero the cost of “mobile medical units”
was allowed to be deducted as a “directly related” home market sell-
ing expense, In the same case, “image <dvertising™ was also placed in
the deductible “directly related” category.

Treasury’s adoption of this more expansive allowance of selling
expense deductions represents a major change in the meaning of the
Antidumping Act. Cases which would have been won by the com-
plainant three years ago are now lost. or result in a finding of minimal
dumping margins. Yet that change has not been accomplished through
an amendment of the Act by the Congresc. Tiather, it has been accom-
plished administratively.

Tt may well be that the Congress concurs in the new meaning which
Treasury has given to the Act. After all, foreign respondents have for
vears argued that all costs—not merely those which are “directly
related” to sales of the merchandise under investigation—should be
taken into consideration in making the price comparisons. But it is
also quite possible that Congress does not agree with Treasurv’s pres-
ent approach. Complaining U.S. industries take the position that.
expenses which are not a part of the actual selling function and/or
are not related specifically to the product under investigation should
be regarded as general overhead items, and spread evenly over all of a
company’s sales—home market and export—thus resulting in no pric-
ing adjustment in LTFV comparisons. The resolution of this 1ssue
involves questions which are hoth complex from an accounting stand-
point and fundamental to the philosophyv of the Antidumping \ct.

But if the proper resolution of the selling expense issue is not clear,
it is clear that the issue is of such importance that it should be decided
bv the Congress and not by the administrative agency. It is no exag-
geration whatsoever to say that most cases today are won or lost on
the selling expense issue. The price adjustments in this category can
casily result in a swing of 20 percent or even 30 percent in the com-
parisons, which is generally enough to change a determination from
affirmative to negative, or vice versa. If there is to be any meaningful
revision of the Antidumping Act, [ strongly urge that the Congress
closely examine the selling expense issue, hold hearings on it. study
its impaet on decisions over the past several vears, and make the
poliey judgments necessarv to lav out clear and precise rules as to
what expenses are deductible and what expenses are not deductible.

Adiustmente for Differences in the Characteristics of the Merchan-
dise. Tn almost all dumping cases involving mannfactured products,
the foreign exporter yvill argue that the merchandise which it sells in
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its home market differs in characteristics from the merchandise sold
in the United States, and that an adjustment should be made for the
cost differences attributable to these differences in characteristics. This
proposition is unexceptionable in principle, but the application of that
principle in dumping cases has proven horrendously giﬁicult.

What happens in practice is that the foreign manufacturer presents
to Customs two computer printouts purporting to show the costs of
producing the export version of the merchandise and the version sold
n the home market. The Cus:oms representative can do little more
than compare the cost at the bottom of one printout with the cost at
the hottom of the other, and make the pricing adjustment on this
basis, Tn only a few cases—the duty assessment phase of the color
television case being a ﬁrominent example—has Customs gone into
real detail in analyzing the relative costs of the home market merchan-
dise ns compared to the ccsts of the U.S. merchandise. :

Since there is usually no really meaningful investigation of this
cost adjustment issue, there is no way of knowing with certainty
whether the adjustinents have or have not been accurately made.
However, many U.S. complainants feel that errors in making these
adjustments have resulted in—or at least contributed to—the loss of
cases which should have been won,

This problem is a particularly difficult one to solve, because the
analysis of costs is always mare difficult than the analysis of prices.
However, the cost adjustment process could be greatly improved by
three changes, two relating to the criteria for the making of adjust-
ments and the third relating to Customs’ analytical procedure:

First, adjustments for cost differences should be predieated only
on cost. differer.ces which are directly related to differences in the
characteristics of the merchandise. Where a difference in cost of pro-
«uction arises from the fact that one article is produced in a different
plant than the other, or from the fact that more overtime is used in
the production of one of the articles, or for some other cost variant
unrelated to a difference in the specifications of the two articles, then
there is no logical basis for making any cost adjustment, Tt should
therefore be incumbent upon the exporter claiming a cost adjustment
to demonstrate that that adjustment is directly related to a difference
in the characteristics of the U.S, article and the home market article.

Second, adjustments should be made only for differences in direct
costs of materials and labor, and not for overhead expenses. This is
a derivative of the first proposal. Overhead costs are inherently gen-
eral in nature, and not related to differences in specifications of the
merchandise, Moreow , analysis of overhead expenses is exceedingly
diffienlt and is dependent upon the uncertainties of allocation
principles.

Use of Allocations in Computing Adjustments, Many dumping
cases now involve foreign exportars which are multi-product com-
panies, Tn such cases, analysis of discounts, selling expenses, and
the like in home market sales is often complicated by the foreign
producer’s contention that it does not break its financial statements
down into the categories required for this investigation. Assume, for
example, that the foreign producer sells products A, B,C, D, Eand F
in its home market, but that the dumping case involves only product
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C. The foreign producer states that it keeps no separate expense records
for product C,‘but rather groups the product C expenses in the same
category as products A, B, D and E. In such circumstances, the foreign

ucer generally proposes that it be permitted to allocate to product
(% a percentage of the total expenses for products A, B, C. D and E
equal to the percentage of sales of th - - five products represented by
sales of product C. This seems reas nelle it first glance, but consider
the following examples:

Homne market sales of product ¢ vepr ant 20 peveent of the foreign
producer’s total home market siiex, The foreign producer proposes
to allocate 20 percent of its home n-aricec television advertising expense
to sales of product C. However, the [J.S. complainunt states that its
investigation has revealed that the foreign producer does substantially
no home market television advertising of product C. Should the alloea-
tion be allowed? What, if any, further documentation should he
required ?

The foreign producer gives an annual bonus to each of its home
market dealers who attain a certain volme of salex. However, the
producer’s home market sales of the product coveied by the dumping
investigation represent only 5 percent of its total home market sales.
.»\ncor(ﬁ;gly, the dealers invariably obtain their bonus primarily by
making sales of products other than the product covered by the in-
vestigation, and some dealers will be receiving bonuses despite the fact
that they have made no sales whatsoever of the product under in-
vestigation., Should the foreign producer be allowed to alloeate 5
pereent. of its honuses to sales ofl the product under investigation?
What, if ¢ny, further documentation should be required ?

In recent years, Treasury has been increasingly willing to accept
allocations as the basis for computing price adjustments. American
complainants have vigorously protested this trend, arguing that the
foreign producer should be required to substantiate fully any claim
for an adjustment which would eliminate (or tend to eliminate) ap-
parent dumping margins, The foreign producer, on the other hand,
argues that it cannot be expected to maintain its records in precisely
the categories covered by the dumping investigation, and hence an
allocation of some sort is essential.

There are at least three possible resolutions of this problem:

First, the U.S. complainants’ position could be adopted, requiring
the foreign respondent to demonstrate the actual amount of any ex-
pense, discount, ete, actually paid or incurred with respeet to sales of
the merchandise under investigation.

Second, Treasury’s current policy could be retained. allowing the
foreign producer to use any reasonable method of allocation of ex-
penses, discounts, bonuses, ete,

Third. an approach could be adopted similar to that used in ex-
porter’s sales price cases. If the foreign producer is able to demon-
strate the actual amount of expense incurred, discount paid, ete. on
sales of the item under investigation, then that amount would be fully
deductible. Tf an allocation were required, however, the per-unit
amount deduetible from home market prices could not exceed the per-
unit amount deducted for the same category of expenses (or discount,
bonus, ete.) in the U.S. market,
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Whatever resolution is finally reached, the issue is one of major im-

portance, and thus should be resolved by the Congress, rather than by
the administrative agency.

American Importers Association: Richard .i. Mazrell, First Vice
President :

Use of Averagiag In the Asscssment Process, The Senate Financo
Committee tentatively has decided that assessment of dumping duties
be carried out with the use of sampling techniques and averaging to
compare U.S. and foreign market value, and that “insigniticant ad-
jJustments” could be ignored at the agency’s discretion. We recom-
mend that, as difficult as the duty assessiment process is, every importer
has a right to have its duties assessed on the individual merits of that
entry. .A\ny solution seeking to accelerate the process by disregarding

the rights of importers should be rejected as fundamentally incon-
sistent with our system of law.

H. Confidentiality Regulations

Charvles O. Verrill, Jr., Patton, Boggs & Blow, Washington, D.C.:

A critical deficiency in the administration of the Antidumping Act
has been the abuse of the confidentia! submission regulations. Under
present practice, Treasury uniformly accords confidential treatment to
information submitted as such, While a summary of the confidential
information is technically required, parties frequently resort to the
contention that summarization is impractical or provide summaries
that are meaningless. In any case, confidential treatment of informa-
tion relevant to an investigation deprives Treasury of the benefits of
advocacy and removes an important check on the submission—under
the veil of secrecy—of false or misleading data. On the other hand,
failure to accord confidential treatment could impede investigations
because of a reluctance to publicly reveal sensitive information.

While AMF recognizes—and supports—the principle of confiden-
tiality of private information, there is also a need for access to confi-
dential information by independent counsel and experts for opposing
parties pursuant to protective orders that prohibit further dixclosure
of such information. Such access would inhibit submission of false or
misleading information without compromising its confidentiality. In
this connection, we propose the following amendment to the Antidump-
ing Act:

!,S! Confidentiality : (1) During any investigation, information pro-
vided on a confidential basis shall be regarded as confidential within
the meaning of 5 17.S.C. § 442(b) (4) if so designated by the adminis-
tering authority. In the event information is designated as confiden-
tial by the administering authority, and therefore any party to the
proceeding is denied access to the confidential information, then such
a party may file a petition for a protective order with the United
States District Court for the District of Columbia or the district in
which the petitioner is located or has its principal offices. Before is-
suing such an order, the district court shall find that—

(A) the administering authority has denied access to the con-

fidential information based upon a claim of confidentiality or
1pon its own motion;
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(B) the petitioner is a legitimate party to the proceeding before
the administering authority in which the issue of confidentiality
was raised ; and

(C) pruper notification of the petition has been served on all
parties to the proceeding before the administering authority.

(2) Where the findings required by subsection (1) of this section
have been made, the district court shall issue a protective order requir-
ing disclosure of the confidential information to designates of the peti-
*inner, Such order shall—

(A) forbid disclosure of the confidential information by the
designates except as authorized by the party submitting the in-
formation;

(B) require endorsement by the designate of a conforming con-
fidentiality agreement prior to receiving the contidential informa-
tion; and

(C) provide for return of the confidential information and all
copies thereof to the administering authority immediately after
the investigation is finally determined.

(3) For purposes of this section—

(A) “designate” means independently retained attorneys, ac-
countants and experts but shall not include any stockholder or
employee of a party to the investigation:

(B) “District court” means a United States distriet court estab-
lished under Chapter 5, 28 U.S.C.

This amendment would give experts, ' wyers, and acconntonts for
the petitioners an opportunity to evaluat. -onfidential material and to
submit comments thereon to the administering authoritv pursuant to
court order and thus not jeopardize the basic confidentiality of the in-
formation. Since the court has bhoth civil and contempt powers in the
case of a violation of a confidentiality agreement. there is little likeli-
hooad of an abuse of the system. While this procedure imposes minis-
terial responsibilities on the courts, it is analagous to the immunity
procedures of 18 U.S.C. §8§ 6001-6005 which were upheld in Applica-
tion of 1.8, Senate Select Committee on Presidentinl Campaign Ae-
tivities, Misc. No, 70-73. 261 F.Supp. 1270 (D.D.C. 1973).

It <should also be noted that the TTonse Wayvs and Means Committee
and the Senate Finance Committee have approved a similar procedure
in connection with their deliberations on implementing amendments
to the countervailing duty statute (19 U.8.C. § 1303) :

“The Subcommittee agreed that submissions may be given on a confi-
dential basis, bnt nonconfidential, summaries. available on request to
any party, would be required. The counsel for interested parties could
seek access to confidential information under an administrative court
or protective order, Parties must be kept informed of the progress of
the investigation. Summary records of ex parte meetings with the
administering agencies must be available to interested parties.”

A similar amendment to the Antidumping Act would enhance the
credibility of dumping determinations,

I. Ex Parte Rules

Charles O. Verrill, Jr., Patton, Boggs & Blow, Washington, D.C.:

Tn the Polish Golf Car case, AMF has, through Freedom of In-
fcrmation Act requests, uncovered a variety of correspondence and
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memoranda of meetings between Treasury Department officials and
representatives of the Polish government and the manufacturer of
Melex golf cars. These documents suggest that part of the reason for
delay in liquidations in that case has been the extraordinary amount
of dialogue about the proper resolution of the duty amount in which
the domestic industry had no opportunity to participate. While we
can appreciate the sensitivity of foreign governments, particularly
where state owned enterprises are concerned, to the imposition of
duties following a dumping finding, the actual determination of
dumping duties should not be negotiated in private without the par-
ticipation of the domestic industry.

Accordingly, we urge that Treasury be required to adopt rules, com-
mon to virtually all administrative proceedings, that would provide
that no communication from a person interested in the dumping pro-
ceeding or a dumping duty would be accepted by Treasury unless a
copy was simultaneous!y served on counsel for the domestic petitioners.
In addition, we urge that Treasury be required to advise domestic peti-
tioners in advance of any meeting relative to the duty liquidation
(other than internal meetings) and allow them an opportunity to par-
ticipate or, at a minimun., be provided with a summary of the mat-
ters discussed by the meeting participants.
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J. Participation by Counsel

Charles O, Verrill, Jr., Patton, Boggs & Blow, Washington, D.('.:

During the six or nine month fair value investigation by Treasury,
counsel for the domestic industry and foreign producers have an op-
portunity to participate in the factual and legal determinations, al-
though the procedures could be improved substantially to ensure n
areater degree of administrative due \)l'ocess. However, the determina-
tion of foreign market value during the investigative phase of an anti-
dumping proceeding does not automatically become the foreign mar-
ket value for purpose of liquidating duties against imports after with-
holding of apprgizement is ordered. Treasury rarely. if ever, imposes
dumping duties on the imports that were at less than fair value during
the investigation; it is only imports after that phase is completed that
are subject to dnty. As a result, the determination of foreign market
value for liquidation purposes can be made on wholly different a-
sumptions and factual inputs than those that led to the less than fair
value decision and the actual dumping duty which is ultimately as-
sessed can be significantly different than anticipated by the domestic
industry.

In oglor to cure this absence of administrative due process, we rec-
ommend legislation that would require the Treasury to notify coun-
sel for the domestic petitioners within a short period, say three months,
after a formal finding of dumping of the proposed basis for deter-
mining foreign market value, including all adjustments for purposes
of computing dumping duties. Treasury shonld be required to provide
domestic counsel with copies of all correspondence and information sub-
mitted by the foreign 'groducer in connection with its deliberations and
there should be an effective opportunity to rebut or otherwise chal-
lenge any of the calculations made. Thereafter, Treasury should he
required to follow the same procedures in the case of a change in for-
eign market value.

We believe that such a procedure would enable the domestic in-
dustry to effectively participate in the liquidation of duties and to in-
sure that the relief provided by the Act is, in fact, granted. Finally,
the establishment of time limits would have the beneficial effect of

roviding the domestic industry with a vehicle for, if necessary, seek-

ing a writ of mandamus from the federal courts to provoke Treasury .
action.

44-0356—79——06
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K. Customs Service Investigative Procedures and the Necessity
for Commitment of Greater Resources

American Federation of Labor and Congress of Industrial Organiza-
tions: ludy Oswald, Director, Department of Research:

A requirement that all data relied uson must be verified, and that

the best available data shall be utilized as the basis of decision if a

party fails to provide data in a timely, reliable, and verifiable fashion.

Lichard 0. Cunningham, Steptoe & Johnzon, Washington, D.C.:

1f the United States is serious about enforcing this Act. it should to-
tally revise the verification process, along the lines which I squestec! to
the Comimittee, In each case. a team slnmﬁd be dispatched to the foreign
country for purposes of checking the information submitted for-
cign producer, That team should consist of the Customs case handler,
it least one acconntant, a technical advisor who is familiar with the
product in question, and—in those cases where the response is com-
puterized—a data processing expert. Instead of a one day visit to the
facilities of the foreign company. this tenm should be prepared to
spend as much as a week, in order to conduct a thorough exumination
for purposes of verifying the data. .

Obviously, such an investigative procedure will require a major
inerease in both the manpower and the funding of the administering
agency. Adequate procedures for assessing dumping duties after a
finding has been entered—another area in which all observers agree
that present procedures are woefully lacking—will also require a
much greater commitment of resources. In all, I submit that we are not
talking about a 50 percent increase in funding, or even a doubling of
funds, If we want cffective enforcemment of this law, we need an ad-
ministering agency with something like four to five times the man-
power and funding now allocated to the offices in Treasury and Cus-
toms which deal with this Act. I think that this law is worth that
investment.

Charles O, Verrill, Jr., Patton, Boggs & Blow, Washington, D.C.:

While verification by Customs of information submitted by parties
to an investigation is routinely undertaken, the procedures utilized
are, by virtually all accounts, utterly inadequate, The following de-
ccription of the “verification” actually undertaken in proceedings was
furnished to the Trade Subcommittee of the House \'Fays and Means
Committee during hearings last September:

“In walked the verification officer and all he looked at was a two page
coxt summary which we had prepared.

“He didn’t even want to see all the supporting materials. He ex-
p]aliped he was not an accountant and he was not qualified to do an
audit.

“My client Ylayod it straight in that case, We presented a valid
constructed value computation with full supporting data; but. I must
say that if we had presented a totally imaginary thing, the Customs
service never would have known the difference.

_“Another example. Last year I encountered a frllow who had pre-
viously been an officer of a foreign compuny during a dumping
Investigation,

“I was not involved in the case.

“The story he told would curl the hair of anyone who wants to see
the antidumping law enforced effectively.
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“What the company did was instruct their computer programer to
-eliminate most of the higher priced home market sales from the com-
puter printout that they gave to Treasury.

“When the verification officer arrived, he did a spotcheck and he
concluded that the entries on the computer printouts were accurate.
What he didn’t do and coulda’t do was check whether the printout in-
cluded all of the home market sales, including the high-priced ones as
well as the low-priced ones.” [Testimony of ]%iclmrd O. Cunningham,
September 21, 1974, Serial 95-114, at 139.]

“xperience has shown that these are not isolated or aberrant exam-
ples; instead, these episodes reflect the norm and unfairly prejudice
the domestic petitioner.

The solution, unfortunately, is not as clear as the problem. Higher
budgets, more qualified personnel and better training would clearly
help. Another way to improve the verification process would be to re-
quire iull disclosure of the methods utilized by the verifying officer (s),
including information inspected, sampling techniques, hours devoted
to the inspection, and so forth. This disclosure would enable the other
parties to challenge the verification if it appeared inadequate and

would encourage the verifving officer(s) to more thoroughly approach
the task,

L. Dumping From Non-Market Economy Nations (Discussion
of Polish Golf Cart Case Issues)

American Federation of Labor and Congress of Industrial Organiza-
teons: Rudy Oswald, Director, Department of Research:

Urge “Adoption of realistic and objective statutory rules for com-
puting the margin of dumping where state-controlled economies are
mvolved.”

] L] * ® ® L .

Section 405 of the Trade Act of 1974 and Section 406 should be
amended to assure that emergency action and market disruption action
be related to the additional effect of imports on impacted domestic
industrv—both upstream and downstream.

The International Trade Commission has neither monitored nor
reported adequately on non-market economies’ trade. This should be
changed so that special monitoring of imports from non-market
economies can be used to show the impact on U.S, jobs and industries,

Seetion 205 of the antidumping act as amended in Section 321 of
the Trade Act of 1974 should be enforced. (This has been avoided by
Treasury regulations in dumping cases to help imports from non-
market countries.) A new provision to emphasize special direction to
the Treasury Department or the appropriate statutory agency to pre-
vent dumping from non-market economies should be enacted. The
current Treasury regulations should be overturned.

Ad Hoe Subsidies Coalition: Charles R. Carlisle (Vice President, St.
Joc Minerals Corp.), Stanley Nehmepr (President, Erconomie
Consulting Services, Inc.), Donald deKieffer (Collier, Shannon,
RN, Edwards & Seott) :

The ohvious problems arising from different accounting concepts
in determining the amount of a dumping margin on imports from
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socialist cconomies have been exacerbated recently by a new Treasury
Department regulation which compares economies rather than indus-
tries. Unfortunately, Article 15 of the recently-initialled Subsidies
Cade does nothing to alleviate the situation,

Prior to August 1978, Treasury established a foreign ma’ ket value
(for purposes of finding a dum;?ng margin) by examining an indus-
try in a free-market country. That mage sense because a centrally
planned, controlled economy can develop industries comparable in
scale and efliciency to those in more advanced market cconomies,

The new Treasury regulation rests on a fallacious principle which
states that if two countries have the same GNP, then it fo}lows that
they will have comparable costs. Rather than examining comparable
industries, the new regulation coinpares supposedly comparable econ-
omies (e.g., Spain-Poland). Rather than caleulating the margin of’
dumping by comparing export prices of comparable industries. Treas-
ury 1s now comparing export prices with a constructed value in a
comparable econom;" whether or not the comparable economy has a
like industry.

This is contrary to the law's stated preference for comparinf prices
rather than using a constructed-value calculation. We urge the Sub-
committee to rectify this situatica in the implementing legislation by
requiring Treasury to abolish the new regulation and return to that
used for 20 years prior to August 1978,

Richard 0. Cunningham, Steptoe & Johnson, Washington, D.C. ;

After the enactment of Section 205(c) by Congress in 1974, it
seemed that the methodology for applying the Antidumping \ct to
Communist. country imports had been settled. Since then, however,
the Administration has determined in its own mind that Section 205
(¢) as enacted by Congress is overly restrictive and cannot fairly he
applied to Communist country imports. There are two issues here :

First, what sliould be the basis for determining foreign market
value when the product in question is not produced anywhere except
in the United States and in the exporting Communist country? The
legislative Listory of the Trade Act of 1974 states rather explicitly
that the basis of comparison in such circumstances is to be the price
at. which such merchandise ic sold in the tTnited States by U.S. pro-
ducers. However, Treasury regards this as unfair. and has instead’
promulgated an incredibly complex regulation requiring a hypotheti-
cal cost of production analysis, _

Second. where the same tvpe of merchandice is produced in several
countries besides the U8, and the exporting COmmunist country.
which of those third countries should be chosen as the basis for deter-
mining foreign market value? Again, the legislative history of the
Trade Act states explicitly that Section 205(c) is intended to codify
previons administrative practice, and the Customs Service in past cases
has invariably looked to that country in which it found a producer of
size. complexity and technologv ¢omparable to the producer in the
C'ommunist. country. TTere again. Treasury has changed the law. by
promulgating a new regulation which requires that foreign market
valie he determined on the hasis of prices in a country “comparable in
terms of economie development” to the exporting Commnunist country.
Once, again. the effect of Treasury’s change is to slant the price com-
parisons in favor of the Communist exporters,
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The reason that Treasury's new approach has a built-in bias in favor
of the Communist exporter requires a bit of explanation. The nubbin
~fit is that the country in which you will find an exporter comparable
in size and sophistication to the Communist exporter is likely to be a
.country which is more advanced—and therefore in which prices are
higher—than in a country “comparable in terms of economic develop-
ment” to the Communist country., The reason is that the Communist
country government often creates an exporter which is larger and more
sophisticated than one would normally expect te find in that country.
‘The gonl is to earn hard currency by increasing exports, and therefore
the government wants as large and as sophisticated a producer as
possible. In a free-market economy comparable in economic develo{h
mient to the Communist country, on the other hand, producers would
tend to be smaller and less sophisticated, both because the size of the
domestic market would not justify a large-scale producer and because
low labor rates would make a high degree of antomation unnecessary.

In effect, then, the new Treasury regulatien has precisely the result
which Congress sought to avoid in enacting Section 205(c). What
“Ireasury will rely upon under the new regulation is not the normal
prices and costs which would exist if the exporter were located in a
non-Communist country. Instead, Treasury will use the significantly
lower prices which prevail in 8 country in which the exporter in ques-
tion would not normally be located. The net effect of this is to produce
-a price comparison which is more beneficial for the exporter—more
heneficial precisely because of the involvement of the Communist gov-
-ernment,

T urge this Committee to correct this perversion of Section 205(c).
That can be accomplishcd by amending the Section to make it clear
that enforcement of the Act against imports from state-controlled-
economy conntries will be predicated on the prices charged by a free
market producer whose size and degree of sophistication are com-
parable to that of the state-controlled-economy producer. A proposal
for such an amendment is appended to this Statement.

Beyond this, the Committee should n:ske it absolutely clear to the
“Treasury Department that the Antidumping Act is to be enforced
fairly and objectively, letting the chips fall where they may. Perhaps
the most disturbing aspect of the new Communist country regulation
is that it is so clearly a response to diplomatic pressures and an imple-
mentation of a diplomatic policy of cultivating political and economic
relations between the United States and certain Communist countries.
Such policies are undoubtedly well-intentioned, and T have no quarrel
with them whatsoever. I believe very strongly. however, that such dip-
Tomatic and political goals must not be allowed to interfere with vigor-
.ous enforcement of the Antidumping Act.

Proposed Antidumping Act Amendment Re Imports from State-
O ontrolled-F conomy Countries. To ensure that the enforcement of the
Act ngainst imports from state-controlled-economy countries (a) will
be predicated upon analysis of prices rather than costs whenever pos-
sible. and (b) will be predicated on the prices charged by the producer
whose size and deg -ee of sophistication are more nearly comparable to
the state-controlied-economy country producer but without the distor-
tion or subsidization inherent in government control of the economy, 1t
is proposed that Section 205(c) of th> Antidumping Act (19 U.S.C.
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§ 164(c) be amended to read as follows (revised portions italicized) :

“1f available information indicates to the Secretary that the economy
of the country from which the merchandise i8 exported is state-con-
trolled to an extent that sales or offers of sales of such or similar mer-
chandise in that country or to conntries other than the United States do
not permit a determination of foreign market value under subsection
(a) of this section, the Secretary shall determine the foreign market
value of the merchandise on the basis of the normal costs, expenses and
profits of the producer wwhich is most nearly comparable in size, sophis-
tication and technology to the state-controlled-economy producer, but
which ig located in a non-state-controlled-cconomy country, including
the United States. Such normal costs, ex penses, and profits shall be dv-
termined on the basis of

%(1) the prices, determined in accordance with subsection (a)
of this section and section 161 of this title, at which such or similar
merchandise is sold by a person, firm or corporation awhich is In-
cated in a non-state-controlled-economy country including the
Inited States, and which is most nearly comparable in size, sophis-
tieation and technology to the state-controlled-economy crporter
either (a) for consumption in the home market of that non-s#atr-
controlled-economy country, or (b) to other countries, including
the I"nited States: or /f no such prices erist.

“(2) the constructed value of such or similar merchandise in a
non-state-controlled-cconomy country or countvies, ineludinug the
I’nited States, as determined under Section 165 of this title.™

Charles 0. Verrill, Jr.. Patton. Boggs & Blow, Washington, D.C.:

Section 205(c) Should Be Amended. Last Angust, Treasury an-
nounced a new reculation which contemplates, in the case of most
non-market controlled economy imports. the determination of foreign
market value by a new. highly complicated and diseretionary method
which is premised on a hypothetical cost of production analysis. This
regulation specifically overruled the Treasury practice which had
been in effect for over twenty years and which had been suecessfully
utilized to curb unfair price competition from snch non-market con-
trolled economies as Poland. Czechoslovakia, the U.S.S.R. and others.
The new regulation, however, will have the likely effect of precinding
any effective utilization of the Antidumping \ct to prevent such un-
fair price competition. This is particularly disturbing now that there
is a serions possibility that the People's Republie of China nnd R=nsia
will he granted most favored nation status and the resulting lower
tarifl rates.

Under the new procedure, Treasury plans to utilize the prices of a
similar product in a market economy country as the foreion market
value of the non-market, controlled economy produet only if the mar-
ket economy country is “comparable” in stage of economic develop-
ment to the controlled economy. Tf prices in a comparable market econ-
omv are not available, then Treasury will establish a construeted value
hy determining the cost to produce the same product in a comparable
market economy countrv using the factors of production (e.g., hours
of 1nbor) in the controlled economy. Only if the input factors in the
controlled economv eannot be adequately verified will Treasury utilize:
the U.S. selling price of the domestic product.
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AMF believes that this regulation is inconsistent with § 205(c) of
the Act and is not a rational basis for determining foreign market
value for the following reasons:

(i) The Antidumping Act does not permit Treasury to disregard
prices if the market economy is not comparable in stage of economic
development to the controlled economy. The price test is preferred un-
der the Act and constructed value has always been employed only if
prices are unavailable or less than cost of production.

(ii) There is no adequate basis for determining comparability be-
tween controlled and market economies because the economic reporting
systems of the controlled economies rely on & different data base than
those in market economies. This lack of comparability is apparent
from the attached memorandum (Annex A) by Professor Stanislaw
Wasowski of Georgetown University, (Omitted.)

(iii) The regulation is based solely on the unsupported presumption
that “comparably developed economies have compumbﬁ» costs and
comparative advantages.” This presumption is without any founda-
tion in economic theory or fact; a point made (but ignored) in our
presentations to Treasury. The lack of any logical basis for the Treas-
ury assumption can be readily illustrated: Belgium and Canada have
reasonably comparable per capita GNP and. according to the Treasury
assum*)tion. should have comparable costs. This theory has superficial
appeal until specific examples are considered. Among the comparative
advantages of Canada are abundant iron ore and natural ga< which are
hoth necessary to produce iron pellets suitable for electric furnaces,
Surely it eannot be argued that 1t will cost about the same to produce
pellets in Belgium which has neither iron ore nor natural gas. In fact,
the very foundation of world trade is that comparative advantages,
even in comparably developed countries, will yield cost advantages
and provoke trade,

(iv) Treasury practice in the past has always been to find as a sur-
rogate for the non-market controlled economy producer an industry in
a.market economy which is compareble to the industry in the non-
market controlled economy and to utilize the prices of the market acon-
omy producer as fair value. This is a realistic test since a centrally
planned. controlled economy can develop industries which are com-
parable in terms of scale and efficiency to those in more advanced mar-
ket economies. Moreover, it relies on prices charged in the market place
which is the best litmus of value. Under the new regulation, however,
the test will rarely be used.

(v) By narrowly circumseribing those cases in which the price test
ean be utilized, Treasury has effectively established construeted value
as the principal determinant of foreign market value in non-market
controlled economy cases despite the obvious difficulty of cost caleula-
tions for a hypothetical producer. This methodology is prone to error
and places an unrealistic burden on the Customs Service. In faet, the
(ieneral Counsel of the Treasury recently complained to Congress
ahout the “difficulty of determining an integrated manufacturer’s cost
of producing [a] specific product. .. .” Thig difficulty will be com-

ounded by the controlled economy regulation where the inquiry is not
Into an actual producer’s costs, but rather involves hypothetical pro-
duction costs, Constructed cost calculations are also subject to munip-
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ulation to achicve a result that is consistent with considerations un-
related to unfair price competition such as sensitivity to diploinatic
pressures,

(vi) Finally, Treasury ignored the admonition in the Senate Fin-
ance Committee Report on the 1974 Trade Act that if prices are not
available in a third market economy country, then prices in the United
States should be utilized in controlled economy cases. Treasury re-
jected this argument on the ground that it would be necessary to add
the cost of importation and transportation to the U.S. price which
wonld exclude the controlled economy producer from the market.
This is not a eredible argument since Treasury could, under the cir-
cumstances of sale adjustment provision of the Act. make allowance
for those costs and, as a result, the product produced in the controlled
ceonomy could be sold in the United States at a price equivalent
to that charged by the domestic producers. Indeed if the product
i= produced only in the United States and a controlled economy, it
would seem that this is precisely the result that Congress intended.

Based on these arguments, we believe that legislative action should
he taken to amend § 205(c) of the Act so as to restore the primacy of
the price test in fair value determinations and to ensure that the in-
tentions of the Senate Finance Committee as expressed in the Report
on the 1974 Trade Act are fulfilled.

For example, § 205(c) could be amended as follows (new matter
italicized) : !

“(c) If available information indicates to the Secretary that the
cconomy of the country from which the merchandise is exported is
state-controlled to an extent that sales or offers of sales of such or simi-
lar merchandise in that country or to countries other than the United
States do not permit a determination of foreign market value under
stihsection (a), the Secretary shall determine the foreign market value
of the merchandise on the basis of the normal posts, expenses, and
profits as reflected by either.—

“(1) the prices, determined in accordance with subsection (a)
and section 202, at which such or similar merchandise of a non-
state-controlled-economy country or countries including the
I'nited States is sold either (A) for consumption in the home
market of that country or countries, or (B) to other countries, in-
cluding the United States: or if prices ineluding those in the
Tl'nifml States do not provide an adequate basis of comparison,
then

“(2) the constructed value of such or similar merchandise in a
non-state-controlled-econumy country or countries as determined
under section 206.”

Adoption of this proposal would require that fair value bhe based
on prieces, including these in the United States. unless the administer-
ing authority determines that prices are not an adequate basis for
comparison,

There are good reasons to establish price as the primary determinant
of fair value, even where it is necessary to loeate a surrogate as is the
case in controlled economy cases, First, prices in the marketplace may
not always reflect total costs, Small or inefficient producers cannot
price their product in actual transactions above the general price level
and expect to make sales except in monopoly markets, Thus, prices,
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ever of small producers, reflect “normal costs” since abnormal costs
resulting from inefficiencies are borne by the seller who cannot pass
them on to the buver in the form of higher prices. Second, constructed
value involves arbitrary minimum levels for general expenses and
profits without regard to whether competitive marketplace pricing
would allow such elements as a component of price. Finally, transac-
tion prices are less subject to manipulation than are cost calculations
with all the variables and allocations that are possible,

Where the product is produced only in the United States and the
exporting controlled economy, the use of domestic prices as the surro-
gate is readily justified. The controlled economy product would be re-
quired to reach domestic price levels only if a lower price would (or
has been found to) injure an industry in the United States. Since it is
likely, where these unique circumstances exist, that the product was
d;s)igned and produced specifically for the domestic market. an injury
producing price should be remedied under the Act. Otherwise, domes-
tic industries serving uniquely domestic markets would be prime tar-
gets of controlled economy producers that can disregard costs particu-

larly where foreign exchange objectives are important (as they usu-
ally are).
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M. Special Problems in Antidumping Law Applied to
Perishable Agricultural Products

Morris K. Udall, M.C. (Arizona) :

An interpretation of the Act which would require each single sale
of produce to exceed cost of production does not square with the
reality of agricultural economies.” . .

“Since (Treasury) seems bent on this approach, we in Congress
must rewrite the law to avoid a ridiculous and costly result.”

West Meaico Vegetable Distributors Associat’on and I nion N.rcional
de Productores de Hortalizas: Patrick F. J. Macrory, Counsel :

The Treasury Department is currently conducting an investigation
under the Antidumping Act which, for the first time, requires it to
apply Section 205(b) of the Act (the cost of production provisicn,
added in 1975) to imports of perishable produce. To apply the pro-
vision in a way that would require each individual shipment of im-
ported perishable produce to be sold at above its full cost of produc-
tion would be contrary to common sense and the economics of produce
rrowing.
£ ‘The inability to control short-term output, coupled with the perish-
able nature of the product and the substantial price fluctuations
dictated by market conditions, require the grower to sell whenever he
can recover more than the costs of harvesting and marketing, To for-
bid access to foreign producers when market prices are below full
cost. while at the same time U.S. producers are free to continue selling
below full cost whenever the market =0 requires, would be highly dis-
criminatory. It would also hurt consamer interest, by reducing supply
and increasing prices. The effect of such a ruling might well be to
effectively prohibit all imports of perishable produce.

An amendment to the Antidumping Act, that would authorize Treas-
ury to compare returns to the produce grower with his costs on a
realistic basis, rather than sale-by-sale, is needed to avoid these highly
undesirable consequences.

Like the original Antidumping Act, Section 205(b) seems rather
clearly directed toward industrial products. It cannot logically or
reasonably be applied to imports of perishable produce, at least on a
cule-by-sale basis, For, whatever the standards applicable to the in-
dustrial sector, it is perfectly normal and accepted practice for pro-
duce growers to sell below full production cost at certain times of the
ssa<on. The distinetion, of course, is an obvious one. In the first place,
supply and demand in agriculture are much less predictable, so that
market prices fluctnate far more substantially than in the industrial
sector, Additionally. unlike a mmanufacturer of, say, television sets, the
produce grower cannot slow down or stop production in the short run,
uiid he eannot store his product. Tlis access to alternative markets is
strictly limited by shipping time, So long as he ean recover more than
hix costs of harvesting and marketing, he must sell his crop, in order
to recover at least part of his fixed cost.

What will be the consequences of a finding that sales of imported
produce below eost. even though no greater in extent than is normal
for this kind of business, constitute dumping? There are two alterna-
tives, each highly unpalatable:

(n) Tmports of Perishable Produce Will Cease.

(b) An Administrative Nightmare.

BEST COPY AVAILABLE
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Proposal A. Section 202 of the Antidumping Act, 1921 (19 U.S.C.
Sec, 161), is amended by adding at the end thercof the following new
subsection:

“(d) No dumping duties shall be levied, collected and paid on the
importation of perishable agricultural merchandise where such sales
below foreign market value (nr, in the absence of foreign market value,
«constructed value) as have taken place have nccurred as a result of the
actual or imminent deterioration of the merchandise.”

Proposal B. 1. Section 202 of the Antidumping Act, 1921 (19 U.S8.C.
Sec. 161), is amended by adding at the end thereof the following new
‘subsection :

“(d) No dumping duties shall be levied, collected and paid on the
importation of perishable agricultural merchandise where, in the ab-
sence of foreign market value, the Secretary of the Treasury deter-
mines that (1) the volume and duration of sales below constructed
value have been no greater than occur in the ordinary course of trade
in perishable agricultural merchandise, and (2) within a period of
time that is reasonable in the ordinary course of trade in perishable
agricultural merchandise the revenues received by the producer on its
sales of such merchandise to the United States have enabled it to
recover:

“(a) all costs incurred in producing such merchandise;
“(b) an amount for general expenses and profit as defined in
Section 165(a) (2) of thiz Act; and
“ (c{ the cost of all containers and coverings of whatever nature,
and all other expenses incidental to placing such merchandise in
condition, packegeready for shipment to the United States.”

2. Section 205(b) of the Antidumping Act, 1921 (19 U.S.C, Sec.
154(b)) is amended by inserting the following language between the
second and third sentences thereof: “In the course of making such a
determination in a case involving perishable agricultural merchandise,
the Secretary shall take due accoant of the fact that sales at less than
cost of production may be a Fart of the ordinary course of trade in
such merchandise, and he shall not disregard sales made at less than
cost of production where he determines that (1) the volume and dura-
tion of such sales have been no greater than occur in the ordinary
course of trade in ﬁerishable agricultural merchandise, and (2) within
o period of time that is reasonable in the ordinary course of trade in
perishable agricultural merchandise, the revenues received by the pro-
«lucer on its sales of such merchandise in the home market. or, asa pro-
priate, to countries other than the United States, have permitted 1t to
recover all costs incurred in producing such merchandise.”

An alternative would be to incorporate language similar to that
appearing in Secticn 1(a) of the Robinson-Patman Act (15 U.S.C.
§13(a)), an anti-price-discrimination statute that is the domestic
counterpart of the Antidumping Act:

“[Nlothing herein contained shall prevent price changes from
time to time when iu response to changing conditions affectin
the market for or the marketability of the goods concerned, suc
as but not limited to actual or imminent deterioration of perish-
able goods, obsolescence of seasonal goods . .. .”
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N. Miscellaneous Proposals and Comments

Amnmerican Federation of Labor and Congress of Industrial Organi:za-
tions: Rudy Oswald, Director, Department of Rescarch:
There should be no requirement for posting bonds to enforce rights.
The proposals adopt a concept of “regional industry” which is un-
duly restrictive and 18 worse than existing 1TC interpretations,
Jnder the proposals, the concept of “fuir value” would be replaced
by definitions of “foreign market value” and “U.S. Price.” Since the
definitions are not. provided, comment is not possible. This proposal
obviously could change our Antidumping Act in a fundamental way,
and full details of the proposal should be provided immediately.
Since many of the antidumping proposa‘is track the countervailing
duty proposals, the AFL-CIQ’s comments regarding the latter should
also be clonsidered, where applicable, in the context of the antidumping
roposals,
P 1e proposals permit the government to self-initiate a dumping in-
vestig:tion ; but they should require such action in appropriate casex..

International Association of Machinists and Aerospace Workers: Wil-
liam W. Winpisinger, President; and Dr. Helen Kramer, Assist-
ant to Director of International Affairs:

Anti-Dumping Code. Article 12 of the International Anti-Dumping
Code provides for anti-dumping action on behalf of a third country
by an importing country, on application of the third country.

Domestic implementation of this provision would give the United
States recourse when U.S. export markets are lost as a result of dump-
ing by another country's exporters into markets outside the customs
territory of the United States. ‘

So far we have seen no attemnpt to draft language to implement this
provision, and we urge the Congress to do so.

With respect to other recommendations for domestic anti-dumping
procedures, we endorse the proposals of the AFI-CIO.



CUSTOMS VALUATION CODE

Emergency Committee for American Trade: Lawrcnce C. McQuade
(Senior Vice President, W. . rrace & Co.)

ECAT supports these codes as well. The manner in which imports
are valued for customs purposes affects the level of import protec-
tion. The current array of import valuation and licensing systems
used by governments is, in many instances, sufficiently bewildering
to discourage or impede international trade. The United States, for
example. has nine different bases for determining customs value. By
c-stabﬂshing five agreed methods of determining customs value, the
valuation code provides the international trading community a wel-
come service.

American Importers Association: Richard A. Mazwell, First Vice
President
ATA has worked closely with our negotiators in Geneva in order
to develop a new valuation systei.. U.S. law shonld be amended to give
full effect to the new Valuation Code which is based on “transaction
value” and rigidly prescribes the manner and extent to which Customs
authorities may deviate from this standard.

American Paper I'nstitute and National Forest Products Association:
J. Stanford Smith (on behdlf of both organizations) (Chair-
man and Chief Freceutive Officer, International Paper Company) ;
and Dr. [rene W. Meister, Vice President, International Affairs,
American Paper Institute

The new code on customs valuation promises to decrease any un-

_certainty in export valuation and thus encourage more companies to
enter the export field.

Chamber of Commerce of the United States: W. D. Eberle (Chairman,
EBCO, Inc.,Boston, Mass.)

If fully implemented, the new customs valuation code will provide
«ignificant benefits to U.S. exporters who now face arbitrary uplifts
under many countries’ valuation systems. U.S. implementing legisla-
tion should further clarify certain interpretative notes to the code. The
Joint Industry Working Group on Customs Valuation. on which the

Chamber is represented, has made specific recommendations on imple-
menting legislation.

Joint Industry Working Group: (Richard D. Langer, Vice President,
Control Data Corp.; Saul L. Sherman, Rivkin, Sherman & Levy:
Irving Levine. Divector, International Tariffs and Trade, NCR
Corp.: James R. Gorson, Director, Facilitation, Air Transport
Assi, of America)

We urge that draft legislation be made public for appropriate re-
view as soon as possible, However, certain Eey points are worth men-
tioning:

1. The General Note onn Generally Accepted Accounting Principles
siiould be reflected in the legislative language.

(87)
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2. The following elements of the Interpretive Notes should be re-
flected in the legislative language:

—Note to Article 1—all.

—Note to Article 1.2—Paragraph #1, with succeeding paragraphs

re-phrased in legislative language,

—Notes to Articles 2and 3—Paragraph #2,

—Note to Article 5—Paragraphs #5, #6 (with “relevant” in the
last sentence heing supplemented by “objective and quantified™),
#7, #8and #£Y.

—Note to Article 6—Paragraphs 2. #3, #4, #5 (with “relevant®
in the final sentence being supplemented by “objective and quan-
tified”), #6 (as an addition to our later noted necessity for the
inclusion of Article 16 in the statute), #7 and #8.

—Note to Article 8—Paragraph #1, #2. #3, #4 (with the addi-
tion that “Customs may not require that more than the cost or
value of that portion of the estimated useful life of the tools. dies.
molds, and similar items consumed in the production of the goods
being valued be added to the price paid or payable to determine
their customs value.””), #5, #6, #11, #£12, #13 and #14 (first
sentence).

The extent to which the above parts of the Interpretive Notes should
be set forth in the sections providing for the valuation systems or in a
definitions section should be determined as the legislation is developed.

3. It appears preferable that Article 7 be treated as a separate value

approach in the hierarchy. rather than an as amendment to Section
500, Section 500 provides Customs with the authority to appraise
merchandise. and is not and should not be a basis of appraisement.
Accordingly, we emphasize the need for also rewriting Section 500,
The current law is overly broad and tends to mislead customs field
ofices with its apparent mandate to use “all reasonable wavs and
means” to appraise goods. rather than the valuation statute. The field
has too often used Section 300 as the basis for appraisement, result-
ing in the need for corrective action by Customs Headquarters and
the Courts,

4. Article 8 and its Interpretive Notes dealing with royalties and
assists require clarification. We suggest adding the following wording
to the text permitting additions for royalties and license fees:

“Royalties and license fees related to the production of the goods
being valued which the buyer is required to discharge direetly or in-
directly as a condition of the sale of goods for export to the United
States and to the extent that such royalties and fees are not included
in the price actually paid or payable.” .

In order to eliminate serious administrative problems arising under
Article 8.1 (h) (iv) clarification is needed. We recommend the follow-
ing language in the paragraph succeeding that providing for adjust-.
ments under Article 8.1 (b) (iv):

“The phrase ‘undertaken elsewhere than in the country of importa-
tion’ does not include assistance provided outside the country of im-

ortation incidental to work undertaken within the country of

importation,”

5. Price adjustments anticipated at the time of importation should
be reflected in the Transaction Value, even though only ascertained
later. Adjustments to Transaction Value should be permitted where the-
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rice’s based in whole or in part qun the proceeds of resale in the
.S. even though resale price is not known at the time of importation.
6, The right provided by Article 16 should be guaranteed by la.
Existing Unitecf States law affords importers the domestic remedies—
both administrative and judicial review—called for by the Valuation
Agreement. (These remedies are not now generally available abroad,
but will become available as a result of this Agreement.)
Appropriate provision will be required regarding United States
participation in the international machinery called for in the Agree-
mei . for resolving valuation disputes. Of special important is pro-
vision for assistance to American exporters in obtaining the treatment
to which they will be entitled under tﬁz Agreement. This assistance will
involve the dispute resolution machinery as a last resort, but the first
resort, and one we hope will also receive strong support from the Con-
ress, will be assistance to other countries which seek help in training
their customs officials to understand any apply the Agreement as its
authors intended it to be applied. .
Because of our extensive resources (both manpower and machinery)
and the comparative lack thereof in any other countries, some of our
trading partners are likely to follow the U.S. lead in implementing the
Agreement. Consequently, the manner in which we 1mplement the
A greement. to apply to imports into the U.S. is likely to be reflected in
corresponding treatment for exports when they arrive abroad.

STATEMENT OF ADMINISTRATIVE ACTION

The Joint Group has had an opportunity to review an early draft of
the Statement of Administrative Action. Overall it reflects our under-
standing of the proper administration of the Agreement. However
some classifications are needed:

A. T'ransaction Value.—Changes in price subsequent to arrival de-
termined in accordance with procedures specified before importation
should be taken into account in determining transaction value. For
example. contracts with Italian machinery manufacturers often re-

uire price adjustments based upon costs incurred prior to shipment
that are not known until after shipment. The basis for making these
adjustments is usually spelled out in the contract.

e suggest that the example of indirect payment be replaced by one
which refers to the situation where an importer negotiates a price
reduction as a means of amortizing a debt owed him by the seller, e.g.,
because of prior shipments of defective merchandise. This is not an
infrequent occurrence, particularly where the exporting conntry main.
tains currency control regulations and. therefore, the seller finds it
difficult to obtain authority to make refunds for such purposes on a
timely basis. In these circumstances importers frequently negotinte
price reductions as a means of collecting the debt. This suggestion is
made not because the example in the draft is incorrect, but because the
suggested example is more concrete and is one witl which importers
and customs officials are familiar.

B. Adjustments. 1. Buying Commissions—We are concerned that
the description of a buying commission is unnecessarily narrow, We
believe that attempts to re-define buying commissions should be
avoided. We suggest that the term buying commissions be described



90

as having the same meaning it has under current law as interpreted
by the customs courts, .

2. Royaltiecs.—We believe that the intent of the Agreement is to
assess duties on royalties consistent with current U.S. law. To accomn-
plish this, we suggest the following language :

“Adjustments must also be made for royalties and license fees
l'olnt('dl to the production of the goods being valued. that the buyer
must pay, either directly or indirectly, as a condition of sale for export
to the United States to the extent that such royalties and fees are
not included in the price actually paid or payable.

“The royalties and license fees include, among other things, pay-
ments in respect to patents covering processes required o produce the
goods, but not to royalties paid for the use of trademarks and copy-
rights. which enhance sales rather than the product and are selling
expenses rather than part of the cost of production. However, the
charges for the right to reproduce the imported goods in the United
States or for the right to manufacture in the United States with the
use of imported goods shall not be added to the price actually paid
or payable for the imported goods in determining the customs value.
The right to reproduce imported goods is understood to cover the
following classes of merchandise: original or copies of artistic or
scientific works, original or copies of models and industrial drawings,
prototypes and biologieal species.

“Payments made by the buyer for the right to distribute or resell
the imported goods shall not be added to the price actually paid or
payable for the imported goods.”

3. Inland Charges.—We suggest that language be added making it
clear that whether merchandise is to be appraised on an ex-factory
or F.0.B. basis depends upon the terms of the transaction. This point
is implicit in the Statement that we believe that it should be explicit.
We <uggest that “containerization” be added to the list of charges
not included as part of value. This is consistent with current Customs
practice. Finally, we suggest that language be added specifically ex-
cluding import brokerage fees from value.

C. Generally Accepted Accounting Principles—We recominend that
the discussion of Generally Accepted Accounting Principles
(“GAAP”) be covered in a separate heading. The use of GAAP is
a cardinal principle of the Agrecment and we believe it is of sufficient
Importance to warrant separate treatment.

D. Assists—The treatment of assists should include a statement
that assists are to be valued in accordance with their “useful life.”
It should also be made clear that multiple dutying of assists is not

rmitted. We understand that some believe that this latter point
15 included in the concept of “useful life.” We suggest that the con-
hection 18 not a necessary one and recommend that the prohibition
against multiple dutying of assists be covered separately.

E. Transaction Value of Identical and Similar Goods.—~We be-
lieve that the discussion of “identical goods” and “similar goods” is
vague, We suggest the following language

“Goods shall not be regarded as “identical goods™ or “similar goods”
where on the one hand goods incorporate or reflect engineering, de-
velopment. art work, design work. plans and sketches for which no ad-
justment has been made because such elements were undertaken in
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tue United States, and on the other hand, adjustments reflecting
similar intangible assists were made because such elements were under-
taken outside of the United States.

F. Sequential Order and Importers Options: 1. Options.—We ob-
ject to the requirement that an importer make an election between de-
ductive and comnputed value at the time an entry package is presented.
Such a requirement presupposes that in many situations transaction
value willqbe inappropriate, and will predispose Customs officials to
disregard transaction value. A primary goal of the Agreement is to
require the use of transaction value wherever possible and to discour-
age arbitrary use of other valuation methols. It is our belief that the

roposed wording encourages disregard of transaction value. Accord-
ingly, we believe that in the few instances where transaction value will
be inappropriate, the importer should be allowed to choose between
deductive and computed value at the time he is informed by the ap-
propriate Customs official that transaction value will not be used as
the basis of customs valuation. This could be accomplished through the
use of existing mechanisms, specifically Customs Form C.F. 29, Notice
of Advice.

2. Statement of Validation—We believe it unwise to require that
importers desiring a written explanation of the basis of valuation from
the Customs Service make that request at the time of entry or as part
of the entry package. We believe that many if not all importers will,
as & matter of course, make the request, placing an unnecessary burden
on the Customs Service, It would be far more efficient to permit an im-
porter to make a request at a time prior to liquidation becoming final.
thereby limiting requests to situations where the information is
necessary.

G. Computed Value.—The Group firmly believes that the treat-
ment of the calculation of computed value should be reexamined. It is
our clear understanding that in calculating computed value apprais-
ing officials will be required to rely upon GAAP in the country of
exportation. Indeed, this point is explicitly made earlier in the State-
ment. The Statement as now drafted sets forth virtually verbatim the
current method of comguting Constructed Value. We believe that this
is inconsistent with both the spirit and letter of Article 6 of the Agree-
ment and suggest strongly that this entire section be redrafted. Prin-
ciples established by the Customs Service in ealculating Constructed
Value under different law, and often requiring duplication and un-
necessary additional accounting and record keeping should be avoided.
Elimination of such burdens has been basic to the spirit of the negotia-
tions leading to the Agreement.

H. Nominal Value—Several years ago, Customs of necessity estab-
lished the concept of “nominal value” for business records (which are
generally duty free) and a limited number of other items. The Agree-
ment does not change the necessity for this concept and it seems ap-
propriate to confirm it in the Statement. The relevant Treasury Deci-
sion should also be expanded very slichtly to facilitate the importation
of such records for production for export, because current limitations
create difficulties in this regard.

American Federation of Labor and Qongress of Industrial Organiza-
tions: Rudy Oswald, Director, Department of Research

Right of Appeals—Section 516 of the Tariff Act of 1930, which
44-535—79——17
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permits an American “mauufacturer, producer or wholesaler” to ap-
peal & Custom determination should be amended to extend the same
right to interested unions. U.S. producers and workers should be able
to r ppeal under the code.

Lelationship Between Or Among Codes—U.S. laws relate customs
valuation (i.e. price) to dumping and subsidies, etc. The code may
not be used to attuck dumping, The law should indicate the connection.
Otherwise, many suits may be needed to process a claim.

Precedent of U.N. Laws.—An international group should not prevail
over U.S. Customs law, but the code apparently puts an international
GATT council in charge, Under the code, the U.S. effectively agrees
totake no action until GATT rules on disputes.

Lelated-Party T ransactions—Implementing legislation should re-
quire Customs to closely scrutinize related-party transactions before
accepting transaction value as the customs value. The burden of proof
should be on the parties to the transaction, and Customs should be
required to obtain specified types of information before accepting
transaction value in a related-party case. Where the buyer and seller
are related, market value should be the. rest value,

Customs should be required to obtain ihie information needed to
identify the relationships between narties to a transaction and
producer.,

Non-market economies.—Valuation of goods from non-market eco-
nomies has often been unsatisfactory under existing practices. This
should be clarified, and the legislation should be specific on this point.

Less Developed Countries.—No special and differential treatment
for less developed countries is justified. Customs value should be true

.value, especially since less developed countries are given tariff con-
cessions under ({SP
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A. American Selling Price

Passaic Color and Chemical Co., Paterson, NJ.: Fred H. Hummel,
President; 0il, Chemical and Atomic Workers International
¢l;’nitm (AFL-CI0), Local 8-406 (N..): Fugene Wyatt, Presi-

ent
If any time duty recovery drops J)cr unit, taking into account rea-
sonabla variables, on a competitive dye, this would trigger a reversion
to the ASP duty equivalent level set at the time the converted rates
were set, in dollars, taking inflation into account.

American Color & Chemical Corporation (Charlotte, North Caro-
lina) : Julius Goldman, Industrial Sales Manager

We have received a copy of converted rates from the International
Trade Commission which will go into effect if ASP is climinated.
The exchange of thesc rates in place of ASP, we feel, will not be
reciprocal, for the following reasons;

(A) These rates were computed based on imports of dyes for the
year 1976. If you will refer to USITC publication 828, dated August,
1977, showing imports of Benzenoid Chemicals and Products for 1976,
you will notice it only includes approximately 85 percent of all im-
ports. Considering the number of import eantries not fully finalized at
the time of computation of converted rates, it certainly could not be
considered completely accurate.

(B) The number of competitive dyes (duty base on “American
Selling Price”) accounts for 45.8 porcent of the total quantity and
28.2 percent of the total invoice value of all importezll dyes. How
could the International Trade Commission compute rates which would
yield equivalent protection, on these dyes.

(C) We havetried to verify whether any of these rates wouild yield
equivalent protection as we presently obtain with ASP. Tn order to do
=0, foreign export prices had to be obtained. This was not possible
since dyestuff producers in Europe, Japan and India do not publish
price lists. This was verified by our embassies in these countries,

Lubber Manufacturers Association, F-otwear Division: Mitchell J.
Cooper, Counsel

I do think it important for this Committee to recognize the inherent
protective nature of ASP, and to recognize that this cannot be com-
pensated for by a simple arithmetic conversion into an ad valorum
rate. A 1976 International Trade Commission staff report listed the
following unique features of ASP:

1. It provides for a duty increase on a given imported item at such
time as the domestic industry produces a directly competitive item.

2. Under ASP the amount of duty changes with price adjustments
by domestic manufacturers, thus providing for a flexible tariff.

3. Under ASP a change in the export price by a foreign supplier
has n~ effect on the duty,

American Federation of Labor and Congress of Industrial Organiza-
tions: Rudy Oswald, Director, Department of Research

Revision of Tariff Rates Subject to ASP.—The Congress should
seck documentation of the assertion that tariff rates for TSUS items
currently subject to American Selling Price valuation are being ad-
justed to provide “substantially equivalent” protection.
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GOVERNMENT PROCUREMENT CODE

Westinghouse Power Systems Company: Gordon C. Hurlbert,
Pregident

Until European nations subscribe to the new Government Pro-
curement Code and thus agree to open their markets for large elec-
trical cquipment to American and other foreign bidders, and until
Japan simply agrees to open its market for this equipment to us and
others, the U.S. should (a) increase the Buy American differential
rather then merely retaining present modest differential rates, and
(b) make no tariff reductions on these products.

Electronic Industries Association: Jane P. Davis, Chairman, Inter-
national Business Council (Assistant Vice President, GTE
Corp.) s Peter F. McCloskey, President; and Jonathan II. Las-
ley, International Marketing Consultant

Negotiations with the Japanese are now going on, with strenuous
efforts being made to open Nippon Telephone and Telegraph pro-
curement to competitive bidding. We still hope this can be attained.

We further hope that discussions with our European trading part-

ners will continue toward the goal of making their communications

entities also part of the free market process.

Congressional Steel Covens Joscph M. Gaydos. M.C. (Pennsyl cania),
John Buchanan. M.C. (Alabama), John P. Murtha, M.('. (Pcnn-
sylvania). Ralph 8. Requla. M.C. (Ohio), Adam Benjamin. Jr..
M.C. (Indiana) and Barbara A. Mikulski, M.C. (Maryland)

‘The Caucus recommends that “federal procurement practices .. . be
undertaken with utmost care to assure that other signatories to the

Government Procurement Code are abiding by that Code’s provisions

in operating fair. open, and rational bidding systems,” and “that some

additional negotiations . . . be undertaken to gain greater access to

Japan’s procurement market.”

Semicondurtor Industry Association: George M. Scalisc (Viee Presi-
dent- Administration and International Operations, Adrance
Micro Devices. Santa Clara, C'alif.) ; Stanley Nehmer, Consultant;
Peter B, Archie, Counsel

We respectfully submit that exceution of the MTN Government Pro-
curement. C'ode between the United States and Japan would be in-
appropriate until such time as we have tangible evidence that Japan

has in fact opened both its private sector and public sector markets to
our high technology products.

Amevrican Federation of Labor and Congress of Industrial Organiza-
tions: Rudy Oswald. Director. Deparément of Rescarch
1. The legislation should prohibit non-signatory countries from ac-
cess to bid on U.S. government procurciment, and should limit the hid-
dingr of signatures to the specific entitics covered hy the code,
2.\ elear rule-of-origin lnnguage should be incorporated so that sig-
natory countries can be the source of supplies for the U.S. market.

(96)
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3. Specifie language should exempt state and local “Buy American”
laws.

4, Foreign governments procurement requests should be listed in
Comncrce Business Daily.

5. The implementing legislation should be for a two-year provi-
sional basis and should provide that it does not go into etlect before
January 1, 1981, the date indicated in the Code.

6. The implementing legislation should spell out the machinery for
U.S. withdrawal, which is provided for in the code upon 60 days notice.

7. .\ special overall legal caveat shonld assure that the implementing
legislation amends existing law only where specific amendments occur
and it should clearly state that no other domestic legislation is affected
until Congress specifically amends such domestic legislation.

8. Provision should be made that there will be no authorization for
the reduction of U.S. product standards nor any retarding of:prospec-
tive improvement of U.S. standards by this legislation. )

9. Upon complaint, all participating countries should be required to
make available the records and transactious of their state-owned comn-
panies.

International Association of Machinists and Aero;;ace Workers:
William W. Winpisinger, President; and Dr. Hellen Kramer,
Assistant to Director of International Affairs

We urge Congress to require ageneies not included in the U.S. list of
covered entities to refuse to accept bids from all foreign suppliers, un-
less the item is unavailable domestically. The procuring agency should
be required to certify the domestic unavailability of the item, citing the
evidence for this determination.

All federal agencies should be required to refuse bids from non-
signatory major industrial countries, as defined in Sec. 126(d) of the
Trade Act. Further, all federal agencies should be required to refuse
bids from »1l non-market economy countries. For other non-signatory
countries, we agree with the administration’s proposal to grant the
President authority to waive this prohibition :

(a) for countries that apply the code de facto, or agreo to phase
it in on an acceptable schedule:

gb) for countries that enter into a bilateral agreement with the
U.S. providing for reciprocal treatment in government procure-
ment, and

(¢) for least developed countries, as defined by the United Na-
tions (per capita GNP of less than $250 in 1976 prices).

However, we strongly object to the administration’s proposal to
extend this waiver authority to agency heads on a case-by-case basis,
This isn’t a loophole—it’s an open-sesame, and the end result will be
that the larger and richer developing countries will lack sufficient
incentives to adhere to the code.

Because of the conditional most-favored-nation principle inherent
in this code, adoption of an adequate rule of origin is crucial to prevent
non-signatories from gaining undue advantages, The administration
proposal to adopt the current U.S, “substantial transformation” rule
would make a farce out of enforcewment of this code. This loose rule
leaves it to the discretion of the U.S. Customs Service to determine
whether an article imported for use by a federal agency contains
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sufficient value added in the exporting signatory country. It is quite
conceivable that the Customs Service would certify an article although
75 percent of its value originates in one or more non-signatory
countries,

We urge the Congress to provide that at least 50 percent of a prod-
uct’s value must originate in a particular signatory country in order
to be considered as a product of that country. In this regard, the Euro-
Kean Community must not be treated as a whole, since E. C. members

ave not offered identical lists for covered procurements.

For imports, the U.S. Customs Service should be required to verify
the oriii: of a product. For U.S. suppliers, the procuring agenc
should be required to verify that at least 50 percent of the product’s
value is of domestic origin. For contracts granted to U.S. firms under
various preference schemes, however, Congress should require that the
domestic content he at least 75 percent. This provision would apply
primarily to small and minority-owned businesses. Its objective 18 to
maximize the domestic employment opportunities generated by gov-
ernment procurement, without being unduly restrictive.

An appropriate office of the U.S, Government should be designated to
receive complaints from firms, trade associations, labor unions or
groups of workers concerning alleged violations of the rule of origin
and other unfair trade practices in violation of domestic law and the
~ Agreement on Government Procurement.
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NON-TARIFF MEASURES, MISC.: WINE GALLON

Commonwealth of Puerto Rico: Carlos Romero-Barcelo, Governor

“The elimination of the wine gallon method of assessment and the
proposed 20-30 percent reduction of the foreign rum tariff may seri-
ously threaten the fiseal health of the government of PR and (its)
people.”

Virgin Islands: Amadco Francis, Commissioner of ('ommerce

Testimony made same general points as that of the Governor of
Puerto Rico. Statement noted the economic and fiscal problems of the
V1, the fact that the Tum excise tax return provided $26.8 million to
the VI in FY 1979, and that the returned excise taxes were pledged for
repavment of a public works bond issue, Testimony stressed that loss
of wine gallon method would severely affect competitiveness of PR and
VI rums vis-a-vis foreign rums,

dmervican Federation of Labor and Congress of Industrial Organi:a-
tions: Rudy Oswald, Director, Department of Research

The repeal of a single line item in the Internal Revenue Code con-
cerning taxes on impoited liquor will cost jobs and will lead to the
closing of certain glass bottling and distillery operations in the United
States because the advantage for such operations in this country has
been removed. This is a tax change, but it was included in overall
negotiations, We vrge that this agreement be dropped.

Joint Appearance: 1ristilled Spivits Council of the United States and
Kentucky Distillers dAsso “ation: John I'. MeCarren, (General
Counsel, DISCUS : ITeublein, e, Farmington, Conn. : Christo-
pher Carvivolo, Ficeutive Viee Presidert

DISCUN is divided on the issue of whether the wine gallon methad
should be repealed. but is unanimous on the need for domestic relief
i1f it is repealed.

Our proposals for concession may be summarized as follows:

“I. Fwtension of Tawe Deferval Peviod (*most important’ concees-
gion). —Extend the deferral period for pavment of tax on distilled
spirits withdrawn from plants (including Puerto Rico and the Virgin
Islands) foran additional period of 30 days.

1. 170 in Bond — AN operations at. distilled spirits plants (produc-
tion. storage, bottling) would be conducted under bond. inclading the
right to transfer spirits to other bonded premises, Repeal of recertifica-
tion tax is recommended only if all-in-bond svstem is adopted.

L Eotension of AU-In-Bond Coneept to Wholesale Lerel —Within
one vear of extension of the iax deferral period at plants, extend the
. point of tax payment of distilled spirvits shipped in hond to whole-
salers (including Control States) who have chosen to bond their facili-
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ties and have otherwise complied with relevant government require-
ments,

IV. Reform of Federal Alecohol Administration Act.—A violation
of provisions of section 5 of the Act relating to trade practices may
be prosecuted as a criminal offense under section 7 of the Act. Most
of these “violations” would at the most be subject to civil sanctions if
any product other than beverage alcohol were involved. The Act should
be amended to make such violations civil only, while retaining criminal
penalties for such activities as engaging in business without the re-
quired permit.

Y. Designation of Bourbon as a Distinctive American Product.—A
commitment should be made by the government to support industry
ctforts with the EEC and other foreign government representatives to

obtain recognition of Bourbon whiskey as a distinctive American
”
product.

Wine and Spirita Wholesalers of America, Ine, (WSWA), Abraham
Tunick, Washington Counsel

WSWA supports recommendations of DISCUS for domestic com-
pensation and notes:

“We must assume that if the “all in-bond concept” for whole-alers
is adopted, the implementing law and regulations will allow whole-
snlers who elect to go “all in-bond” free and unlimited access to his
warehonse without “over the shoulder” government supervision and
tax payvment would be made on the basis of andit on a return system.
We understand that this is in full accord with the Comptroller Gen-
eral’s recommendation for the “all in-bond concept” for distilled spirits

plants, We also assume that surety and structural requirements will
be fair and reasonable.”

Nunmary of testimony : Leo Vernon, On behalf of Independent Amert-
can Whiskey Association, the Ad Hoc Committee, Publicker
Industrics, and Medley Distributing Com pany

In the event that wine grallon is eliminated. it is necessary that the

Comniittee alter the method of tax collection on American spirits in

order to lessen the severe impact that will result. Vernon asked that

legislation allow American distillers to ship their bottled liquors in

Internal Revenue bond to wholesalers and allow that the tax be {)md

only when the goods are withdrawn from bond. Such a procedure,

<atied Vernon, is similar to the tax system imposed on foreigm distillers.
Realizing that instituting such & svstem would take approximately

a vear, TAW.A asked that they be given an immediate additional 30-45
daysto pay the tax.



NON-TARIFF MEASURES, MISC. (OTHER THAN
WINE GALLON)

American Federation of Labor and Congress of Industrial Organiza-
tions : Rudy Oswald, Director, Department of Research

. . . . . . Y

2, Duty on Aircraft and Aircraft Repairs—This provision may be
included as part of the aircraft code, because the code refers to re-
moving all duties on repairs. The provision would remove the tariff
of 50‘75 now charged on the cost of aircraft equipment purchased or re-
pairs made abroad for U.S. registered aircraft. This can affect both
pﬁoducz{ion and service jobs in aircraft and many unions will be
affected.

3. Standards of Identity for Pineapple—This provision will prob-
ably not be in the implementing legislation because the U.S. govern-
ment has already helped the Malaysian pineapple interests in prepar-
ing a petition to amend Food and Drug Administration regulations.
This is a matter of concern, because it appears that standards will be
questioned by U.S. government personnel—possibly for multinational
interests abroad.

4. Foreign-Built Inflatable Rubber Rafts and Hovercraft.—This
provision involves extensive changes in many US. trade and naviga-
tion laws to permit importation of foreign-built hovercraft. New U.S.
technology is being developed in this industry. It is believed that this
provision will be dropped.

5. U.8. Watch-Marking Requirements.—This provision would re-
move the requirement for 1dentifying marking on the face of the watch
and make other tariff changes for imported watchos. The loss of U.S,
jobs and production in watches has continued and the Soviet Union is
now selling watches with a Swiss label in the U.S,

6. Recurring Duties on Railway Rolling Stock and Per Diem
Charges for Railroads—This would establish a new tariff item for
railway rolling stocks to make it possible for Canadian cars to avoid
tariffs on such cars and to change the ICC regulation established March
21, 1977 to eliminate the current requirement that certair monevs paid
by.lU.S. railway users be used only for the purchase of U.S.-built
railcars.

1. Agricultural and Horticultural Implements, parts and aceesso-
ries~This would change the tariff classifications to grant zevo tariffs
on parts of farm equipment and accessories. The accessories include
products not necessarily identified as “farm equipment parts”—i.e.,
anything that goes with a farm implement. Factories that produce
parts for farm equipment and accessories for farm equipment will be
affected in various parts of the country. Their chances of getting relief
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if impacted by imports will be hampered because the statistics on im-
ports will be changed and identification of imports over a period of
time will be difficult.

* *® *® *® *® * *

9. Conforming Column.2 Changes for AVE Rate Conversivns.—The
tariffs on all items which have “specific duties” (i.e., cents per pound
or per unit, such as 5 cents per pair of shoes or one cent per pound of
metal) will Le changed to “ad valorem equivalents”—l.e. & percentage
tariff or 10 percent for shoes under $10). This affects many items,
particularly steel produets and chemicals. Some may have been cut
more than 50 percent. The provision wonld allow the tariff rates for
imports from the countries which do not now receive most-favored-
nation treatment (Communist countries) to be conformed with the
rates for other countries, ‘The schedule ean atfeet many items.

10, E'nd-use Classification for Agricultural Machinery and Parts.—
This would authorize new tarift provisions and the lowering of tariffs
to zero for farm equipment and parts. Most parts are subject to tariff.
Fnd-use classifications instead of deseriptive classifications based on
what the product actually is (rather than what it is used for) will
ereate a difliculty in establishing the historieal patterns of imports of
parts for farm equipment, This will be convenient for multinational
firms which want to import parts from other countries. It will be more
diflicult to prove injury from imports.



GATT FRAMEWORK: GSP, GRADUATION, AND SPECIAL
TREATMENT FOR LDC’s

International Association of Machinists and Aerospace Workers: Wil-
liam W. Winpisinger, President; and Dr, Illelen Kramer, ssist-
ant to Director of International A fairs

We regard it as absolutely essentia® for the implementing legislation

to include criteria for granting special and differential treatment ‘o

less developed countries, and criteria for graduating countries from

LDC status. As part of this domestic implementation, Title V of the

Trade .\ct Shoul({ be amended to provide for review and Congressional

oversight of the Generalized System of Preferences. G.S.P. is a form

of special and differential treatment granted unilaterally by the United

States without requiring reciprocal concessions, in accordance with a

pledge made by the major developed countries in the Tokyo Declara-

tion of 1973.

Sec.502(D)

Add to the list of countries that shall not be designated: Taiwan,
Republic of Korea, and Iong Kong.
See.502(c) (2)

Add to the criteria the President shall take into account in desig-
nating any country as a beneficiary developing country : “the country’s
total value of exports to the United States, balance of trade with the

United States, and the share of manufactures in its total merchandi-e
exports.”

See. 504 (e) (2)

Amend as follows: “.\ country which is no longer treated as a bene-
ficiary developing country with respect to an eligible article by reason
of this snbsection may not be redesignated a heneficiary developing
country with respect to such article at any time in the future.”

Add See. 504(f)

“Whenever the President determines that any country has exported
to the United States in a given calendar year a total quantity of eligi-
ble articles having an appraised value in excess of an amount which
hears the same ratio to $200.000,000 as the gross national product of the
United States for the preceding calendar vear, as determined by the
Department of Commerce, bears to the gross national product of the
U nited States for calendar year 1979, then, not later than 60 dayvs after
the cloze of such ealendar year. such country shall not be treated as a
beneficiary developing country for the purposes of this title.”

See. 606
Amend as followsz: “(b) On or before the date which is § years after

(115)
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the date of the enactment o1 this Act, #id Uy Siarch L vredy Foar thare
after, the President shall subniit to the Congress a full and complete
report on the operation of this title, This report shall include for each
heneficiary country an analysis of how it meets the criteria specified in
Sec. 502(c) (2) (as amended) and 502(c) (4), and a review of requests
for designation and removal of articles from the eligibility list, the rec-
ommendations thercon of the Secretaries of Commerce and Labor,
and the final action taken. The first report shall in particular address
itself to the reasons for designating Mexico, Brazil, Israel, Yugoslavia
and Singapore as beneficiary developing countries.

“(¢) The appropriate committees of Congress shall recommend
whatever legislative action they deem appropriate in light of the Presi-
dent’s report.”

American Federation of Labor and Congress of Industrial Organiza-
tions: Rudy Oswald. Director, Department of Research

AFL-CTIO supports repeal of Title VV of the Trade Act—which
grants zero tariffs on thousands of products imported froin less devel-
oped countries, because it is obsolete. At least, there should be a provi-
sion for realistic “graduation” of couniries and products.

The United States is the most open area in the world and therefore
already grants special and differential treatment to developing coun-
tries. But the negotiations also provide “special and differential treat-
ment” for a group of unmanned “developing countries” in each code
and in the overall framework of the changes in international rules. We
urge the Congress to examine just what the negotiators mean by a “de-
veloping country™ and to find out the impact of such imports already
surging into the U.S, from what often turns out to be highly-industrial
nations. Speeial treatment for needv countries should be tailored to
helping people within those countries—not to the creation of more
poverty at home and abroad by export-led development at the oxrense
of labor evervwhere. Title V of the Trade Act of 1974 should be
repealed. becanse it is olsolete.

Fervealloys Association : George A. Watson, Executive Director, and
Thomas M. Lemberg, Connsel
Furthermore, some GSP countries have abused the privilege af-
forded by GSP treatment for their U.S. <hipments by granting ex-
port subsidies which are “bounties or grants™ under the countervailing
duty statue. Congress should therefore amend the GSP provisions of
the Trade Act to withdraw GNP with respeet to a product from a GSP
country as to which conntervailing duties are assessed.
* % e *® *® * ]

The ferroalloy industry has sutfered greatly from the duty-free
status granted to imports of major ferroalloy products under the Gen-
eralized Svstem of Preferences. Although The Ferroalloys Associa-
tion has filed several petitions with the Office of the Srecial Represen-
tative seeking to have ferroalloy products especially injured by GSP
withdrawn from that program. STR has rejected each petition.
Further, our industry lives with the continuing threat that STR will
some day decide arbitrarily to extend GSP to import sensitive fer-
roalloys not presently included in that program, Because GSP im-
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poits have had o d-vastetine imnact ubon our industry and because
§TR has been unwilling to enforce the Trade Act’s requirement that
GSP not be extended to products that are “import sensitive in the
context of GSP,” Congress should enact H.R. 3344—a bill to add fer-
roalljl'oy products to the list of products statutorily exempt from
GSP.
International Economic Policy Association: Dr. Samuel M. Rosen-
blatt, Senior E conomie Consultant

In this sense, then, we support the graduation concept, by which the
advanced developing countries recognized the necessity of phasing out
some of these benefits along with their assuming more of the respon-
sibilities associated with the international trading system.



SECTION 301, UNFAIR TRADE PRACTICES/INTERNA-
TIONAL COMPLAINT PROCEDURES

Chamber of Commerce of the United States, +”. D. Eberle (Chairman,
I’BCO, Inc., Boston, Mass.)

The implementing legislation should designate a maximum time
period—-perhaps ninety days—for a decision on whether to imitiate the
:ternational dispute settlement procednres.,

Ad Hoe Subsidies Coalition: Chartes R, Carvlisle (Vice President. St,
Joe Mincrals Corp.), Stanley Nehmer (President, I'cononvic ('on-
sulting Services, [ne.), and Donald deKieffer (Collier, Shannon,
Rill, Edwards & Ncott)

Alsa, Seetion 201 of the Trade et should be amended <o ti-at there
would be a time limit on the processing of 301 eases and a requirement
to take retaliatory action in those cases when foreign .'cuhsi?“os e
trade diversion in the U.S, market or in foreign markots ¢ when those
subsidies eause the loss of U8, export sales,

We understand (hat Senators Teinz and Dole have proposed that
the International Trade Commission become involved at the same time
that a petition is filed with the Special Trade Representaiive, Their
investigations would be concurrent and there would be a time limit of
up to 1015 months, The I'TC would be required to prepare a report for
STR on (a) findings of fact and (b) application of the (‘ode to those
facts, [t scems to us that this is a very good way to handle the matter
and we commend it to the Subcommittee's consideration.

Intcrnational Feonomic Policy Association: Dr., Samucl M. Roscn-
blatt, Scnior Feconomic Consultant

You agreed to accept the Senate Finance Committee’s recom-
mended provi<ion regarding changes in 301(a) in order to clarify
that services. whether or not associated with specific products, ave
to be protected under Section 201, Tt agreed to amend that section
so that “the term ‘commerce’ inclides serviees associated with inter-
national tiade whether or not the trade is related to specifie products,”

In spite of these recommendations and in light of the historic treat-
ment afforded this problem, however, this change may not be adequate,
As long as the term “ussociated awvith international trade® is used, 1
fear that a narrow interpretation of the words “associated with™
will be maintained by anyv Administration which wants to evade the
issue of services, Tt would seem better to drop the words “associated

with” completely and indicate that “the term ‘commerce’ includes
" services in international trade whether or not the trade is related to
specifie produets,” This should also be used in Title VI, Section 601
(10) where the term commeree is again defined.
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American Federation of Labor and Congress of Indust.ial Organiza-
tions: Rudy Oswawc, Director, Department of Research

We urge that the implementing legislation require the U.S. govern-
ment agencies—the State Department, the Treasury Department, the
Commerce Departinent, and the International Trade Commission (1)
to repoit on foreign government’s actions that interfere with U.S,
exports—either by violating trade agreements or in any other way, (2)
to act to help U.S. export interests in international procedures, and

(3) to take whatever retaliatory steps are necessary when U.S. export
interests require it.

Cling Peach Advisory Board: W. IB. Iloard, Manager

In anticipation of legislative modifications to Section 301, we urge
any such amendments should have no adverse affect on cases presently
pending under this Section. Specifically, such ~ases should not need
to be refiled. Also, resolution oF:uch cases should take absolute prior-
ity over cases filed subsequent to enactment of any new legislation.

California-Arizona Citrus League: William K. Quarles, Jr., President
Section 301 must be modified to insure that the pemflingbcases are
era

prosecuted and resolved within a reasonable time, pre ly not to

.cxceed one year.,

Millers’ National Federation: Wayne Swegle, President

The Millers’ National Federation would urge this Committee to
specify in its regort that pending Section 301 cases will not be ad-
versely affected by the proposed changes to Section 301. The Millers’
National Federation should not have to refile its case. Further, Millers’
National Federation would ask this Committee to recommend that

pending Section 301 cases be taken up by STR in the order in which
they were filed.



PRIVATE SECTOR ADVISORS

National Cattlemen’s Association: Samuel I1. Waihburn, Chairman,.
Foreign Trade Committce

The NC.\ would like to sce the continnation of the private sector
advisory committees. Iowever, to function properly they must lc
given more staff support. latitude and autonomy.

The NCA believes that in the formation of any panels, couneils, or
government bodies to any of the Codes or Arrangements such as the
proposed Meats Arrangements in the MTN package there must be pro-
visions for private sector input and participation.

Agrieultural Trade Advisory Committee on Lirestock and Livestock
Products: Peter E. Marble, Chairman

Spell out boldly and unmistakably that the principal U.S. represent-
atives to international commodity agreements (conventions, arrange-
ments, meet ings, etc.) shall be U.S, farmers or their elected representa-
tives,

Finally, a word about the operation of private sector Advicory
Committees in the future. Within A griculture there should be but one
Committee. Tt should be: (1) directly responsible to Congress: (2)
advisory to the Administration: (3) subject to its own rules, chair-
manship with access to a limited privately directed staff; (4) granted
a modest budget for committee member and staff expense for at least
two meetings a year. Finallyv. (5) representation shonld reflect that of
tha presently constituted ATAC’s in proportion to agrieultural pro-
duction and sales.

American Paper Institute and National Forest Products Association:
J. Stanford Smith (on behalf of both organizations) (Chairian
and Chiecf Farecutive Officer, International Paper Company) :
Dr. Irene W. Meistor, Viee President, International Affairs.
Amervican Paper Institute

Tmplementing legislation must contain provisions for the continu-
ation of the private sector advisorv process with each major industry
sector represented. There should be an advisory mechanism to deal
with functional issues as well, and each sectoral committee should he

@iven an opportunity to participate when appropriate.

Consumers U-on: Mark A. Cymrot, Attorney

Consumers Union supports continuation of the private advisory
commitiees. We urge that additional consumers be brought into the
process and included on the industrial techniecal advisory committees
as well as the agricultural technical advisory committees, Presently.
consumer representations is only included on the agricultural tech-
nical advisory committees. To make this representation meaningful.
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consumers should be provided with back-up assistance and funding to
support their participation.

American Federation of Labor and Congress of Industrial Organi:a-
tions: Rudy Oswald, Director, Department of Research

Legislation should not be so permissive that clear-cut directions are
not available. Otherwise, the Administration can avoid getting clear
and useful advice from groups who may not agree with potential de-
cisions on policy. The democratic process requires involvement of
those who seek changes in, rather than adherence to. U.S. policies.

Section 135 of the Trade Act of 1974 should not broader. the man-
dute of advisory committees to merely include “support of implemen-
tation of trade agreements and other trade policy activities.” Thix lan-
guage is too vague.

The revision of existing authority to permit advisory committees
should not allow so much flexibility and should be geared to effective
representation of labor as well as other groups.

Reports to advisory committees by government should be required—
not the other way around.

Advisory committees right to supply reports is necessary. A man-
date to private countries to provide reports is not advisable.

We need tus know what “new committees are envisaged.”

The opreation of the Advisory Committee should get m=ich more
substantive information rather than information on process of
negotiations.

ist the exemptions from the provision of the Federal Advisory
Committee Act that are contemplated.

FElectronic Industries Association: Jane P. Davis, Chairman. Interna-
tional Business Council (Assistant Vice President, GTFE Corp.);
Peter F. McCloskey, President; and Jonathan II. Lasley, Inter-
national Marketing Consultant

Establish permanent ISACs and LSACs along the present struc-
tural lines—that is, by industry groupings rather than in accordance
with Code coverage. These committees should have assured ability to
provide advice on all policy, program and negotiating activities.

For advice on purely technical matters—such as the content of spe-
cific product standards or deductive methods in customs valuation—
these permanent committees should be consulted on the formation of
special panels, as and when necessary, and the nomination of individ-
uals known to possess specific expertise in the particular problem area.

In establishing permanent advisory committees, several improve-
ments over the present process are desirable. For example, the com-
mittees should have direct access to interagency committees of the
Executive Branch. When committee advice is sought, the advisors
should be given more current and more complete information on a
timelier basis. And, staffing of the committces {)y the lead administra-
tive agency should be more consistcut.
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Aerospace Industrics Association and General Aircraft Manufacturers
Axsociation: George C. Prill, Consultant

The other subject that T would like to stress today is the need for the
in:plementing legislation to set up a strong, flexible system for indus-
try participation in the monitoring, enforcing, consulting and amend-
ing process that will follow, If these agreements are to work, we need
strong, authorized industry participation at all times and at all levels.
Our industry believes we should participate primarily as a sector, but
also in the cross-sector discussions on other, more general codes.

Chamber of Commerce of the United States: W. D. Eberle (Chair-
man. KEBCO, I'ne., Boston, Mass.)

The private sector advisory process should be continued to assist in
monitoring the implementation of the MTN agreements and to advise
in future trade negotiations. We urge the Administration to give even
greater weight to the advice of its private advisors. The implementing
legrislation should establish advisory committees which are essentially
sectoral, and which are as broadly representatives of the entire econ-
omy as possible, including wholesalers, retailers, the service industry
and consumers, as well as industrial producers, labor and agricultural
Interests,

While we oppose any reduction in the number or size of the current
advisory structure that would eliminate the representation of any
major interest, we recognize that some consolidating and streamlining
may be necessary. The burden of administering the advisory system
can be further reduced by convening the committees only as needed.
Functional advisory committees should be established on an ad hoc
basis, drawing from the membership of the sectoral committees, as well

us outside experts, again ensuring that all relevant interests are
represented.



CONTINUING TARIFF-CUTTING AUTHORITY

Chamber on Commerce of the United States: W, D, Eberle (Chair-
man, EBCO, Inc.,Boston, Mass.)

It has been proposed that the President’s authority to negotiate
additional tarié) reductions and nontariff barrier agreements subject
to congressional approval under the proredures of the Trade Act of
1974 be continued. While it may be necessary for there to be further
negotiations, we would recommend considering the necessary authority

in seg:rate l:gislatien after the current unique approval procedures
have been tried and can be evaluated.

Ad Hoc Subsidies Coalition; Charles R. Carlisle (Vice President, St.
Joe Minerals Corp.), Stanley Nehmer (President, Economic Con-
sulting Serviccs, Inc.), Donald deKicffer (Collier, Shannon, Rill,
Edwards & Scott)

This implementing legislation should have nothing to do with the

nting of future authority. Whether such authority is necessary is

g:ga.table. But if it should be considered. it should be handled in the
customary leFislative fashion after full hearings have been held.

We strongly urge that the Congress not grant new trade negotiat-
ing authority at this time.
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CHINAWARE TARIFF CHANGES

Summary of the statements of: (1) American Dinnerware Emer-
genry Committee; (2) American Restaurant China Council and
(8) Syracuse China Corpcrativn
The industry witnesses all agreed that the reclassification of china
according to use rather than quality would effectively close prasent
oophoics permitting imports to circumvent chinaware tariffs intended
to allow American producers to compete with importers in the hotel
china market. The new agreements are considered both fair and com-
prehensive by the U.S. industry.
Current lo{byin efforts by goreign producers aiainst the agree-
ments are regarded by U.S. producers as eleventh hour attempts to
preserve current unfair loopholes in the law.

Imperial Arts Corporation, Elk Grove Village, Illinois: Irwin
Schmeider, President

I ain here today because, according to all of the information I can
obtain, the Administration proposes to raise the duty on the dinner-
ware that I import from 11 percent to 48 percent—an increase in
duty of more than 400 percent.

F}(’)r this astronomical duty increase to be part of a package that
supposedly is designed to liberalize trade is, in my view, outrageous.

(124)



TRADE IN SERVICES

American Federation of Lgor and Congress of Industrial Organi-
zations: Rudy Oscald. Director, Department of Research

The Trade Act of 1974 <hould be amended as follows to protect
service jobs and industries:

1. Title iI should provide for adjustment assistance for merchant
seamen and other service employees.

2. Section 201(&% of the Antidumping Act, 1921, as amended,
should be amended by adding after the word “merchandise” the words
“or service.”

3. All subse(}uent sections of the Antidumping Act, 1921 contain-
ing the word “merchandise” shall be amended in the same manner.
4. Section 406 of the Trade Act of 1974 is amended as follows:

(a) Subsection 3:) (1) is amended by inserting after the word
“country” the words “or service providved by a Communist coun-
try.” Subsection (a) (1) is further amendec? by adding after the
\;c:ird “inc,lustry” the words “or a service provided by a domestic
industry.’

(b) Subsection (a) (3) is amended by inserting after the words
“produced by” and before the words “domestic industry” the
words “or a service provided by.” Subsection (a) (3) is further
amended by adding after the word “article” the words “or
service.”’

(c) Subsection (b)(1) is amended by adding after the word
“article” the words “or service.”

(d) Subsecticn (¢) is amended by adding aftcr the words
“Communist country” the words “or a service provided by a Com-
munist Country.” Subsection (c¢) is further amended by adding
after the word “article” the words “or service.”

(e) Subsection (d) (2) is amended by adding after the words
“product of,” the words “or service which is prvvided by.”

(f) Subsection (d) (2) is amended by adding after the words
“such article” the werds “or service,”. Subsection (d) (2) is fur-
ther amended by adding after the words “produced by” the words
“or provided by.”

(g) Subsection (d) (2) is amended by adding after the word
“article’” and before the word “like” the words “or a service.”
Subsection (e)(2) is further amended by adding after the words
“produced by” the words “or service prom'dedgby.”
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GOVERNMENT TRADE REORGANIZATION, GENERAL

FE'lectronic Industries Association: Jane P. Davis, Chairman, Interna-
tional Buzinexs Council (Assistant Viee President, GT }:' Corp.);
Peter F. McCloskey, President; and Jonathar. [l. Lasley, [nter-
national Marketing ('onsultant

Something in the neighborhood of 57 departments, agencies, com-
missions, etc., ete. have their fingers in this pic. The need to consolidate
and centralize this organization is abundantly clear. Now the MTN
has focused attention; we strongly hope that steps will be taken:.

either ... to place virtually all trade administration functions
affecting non-agricultural goods in a new Cabinet Department en-
dowed by statute with focal responsibility, authority and account-
ability for U.S. trade and oﬁ'-s‘mro investment. . . .

or...such assignment of authorities should be given to a single
existing Cabinet-level Department, which would be subjected to
such major reorganization that its sole responsibility and ac-
countability would, as a result. become the administration of U.S,
trade, and which would be given appropriate strength and a power
base from which to operate in the 1mterest of U.S. industry.

International Economic Policy Association: Dr. Samuel M. Rosen-
blatt, Senior Fconomic Consultant

In my view, and that of athers to whom T have talked. there is some
doubt that a totally new department is either feasible or desirable. It
might be better to build on an existing organization, with the Depart-
ment of Commerce or an expanded STR being logical candidates. 1f
an expanded Commerce Department. were selected it should be re-
organized so as to deal with the dichotomy that has long existed there
between domestically and internationally oriented functions. This re-
organization might include the creation within the Department of an
agency headed by a deputy or undcirseeretary of Commerce, In cither
event, this larger organization could be given responsibility not only
for the implementation of those tasks that stem directly from the
MTNXN’s, but from other trade-related matters as well. Tt could con-
solidate functions such as the Ex-Im Bank and OPIC, plus some
Treasury trade enforcement functions, and cortainly the staffing of
U.S.-foreign trade missions. But T would not want to go as far as some
critics—and there are manv—of the present performance of the De-
partments of Commerce, Treasury and State on these matters. and
centralize all functions. For that might merely strip key Cabinet de-
partments. who will inevitably continue to have an important role
in international economic policy. of their expertise and of those ex-
perienced staffers who are sensitive to the need for a coherent foreign
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econoniic policy. Moreover, it can be argued that when a function is
centralized, it 18 most vulnerable to being isolated by its bureaucratic
opponents.

* . . » » . .

We would urge Congress to enact, in whatever reorganization bill
may become part of the package, that there should be a body—call it
a Council on International Economic Coordination or what you
will—to be chaired by the President or his designee, comprising State,
Treasury, Commerce and Agriculture and Labor as a minimum, with
snuch other appointees as the President may elect.
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